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a deadline or some external force, forcing it.

And I don't disagree with you in terms of that.
So I think -- but as I say, I think I speak for the other
members of the Commission on this, we all want this
resolved. 'And I think the staff is commifted also to
getting this done.

But we do need something'from you to start --
you know, we can't initiate that. So we do need
something to begin this. And it can be simple, or
however you want to do it.

So, all right, thank you all.

MR. McGILL: Thank you.

MS. HIGASHI: We're now at Item 14, proposed
amendments to Parameters and Guidelines.

(Brief discussion off record at 4:55 p.m.)

MS. HIGASHI: Item 14. This item will be
presented by Chief Counsel Camille Shelton.

MS. SHELTON: This ié a request to amend the
original Parameters and Guidelines for Handicapped and
Disabled Students by the Counties of Los Angeles and
Stanislaus pursuant to Government Code section 17557,

Government Code section 17557 gives the
Commission discretion to amend or modify parameters and
guidelines. If the Commission approves any of the

counties' requests, the reimbursement period affected is
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from July 1st, 2000, through June 30th, 2004, only.

Staff finds that the request to add or to amend.
the reimbursable activities are not consistent with the
Statement of Decision, and recommends that the Commission
deny these requests.

Staff further finds that the proposed indirect
cost language does not identify any additional costs that
could ﬁot have been previously claimed by Counties and

thus it is not necessary to amend Section 6 regarding

" claim preparation as requested.

Staff recommends that the Commission deny the
request to amend the indirect cbst language.

Finally, the County of Stanislaus requests that
the Commission amend the offsetting revenue section of
the Parameters and Guidelines to specifically identify .
offsetting revenue. In its late filing, the County
states that the amendment is necessary since various
counties did not claim costs for this program because
thevaere under the impreséion that realignment funds
received under the Bronzan-McCorquodale Act would be
considered an offset. A discussion of realignment funds
can be found on pages 21 and 22 of the staff analysis.

The State Controller's office opposes the
request to amend the offsetting revenue section of the

Parameters and Guidelines. The Controller contends that
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the Counties should not be allowed to file new claims for
the period between July 1st, 2000, through June 30th,
2004, since no changes have been made to the reimbursable
activities. Staff notes that there is no evidence in the
record at this point regarding the fiscal impact of
potential claims being filed for costs incurred at this
time.

Based on the evidence in the record, staff
recommends that the Commission approve the request to
amend the language regarding offsetting revenue.

The proposed language amends the section to
correct a legal error found by the Commission when it
reconsidered the original Handicapped and Disabled
Students program as directed by the Legislature for césts
incurred beginning July 1st, 2004.

The original Parameters and Guidelines
incorrectly states that Medi-Cal and private insurance
proceeds cannot be used as offsetting revenue. As

determined by the Commission when it reconsidered the

- original program, federal law under specified

circumstances allows agencies to.use these proceeds to
pay for this program.

The proposed amended Parameters and Guidelines
begins on page 33 of your record.

Will the parties and representatives please
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state your name for the record?

MR. KAYE: Leonard Kaye, County of Los Angeles.

MS. STONE: Pam Stone on behalf of the County of
Stanislaus.

MS. DOWNS: Linda Downs, Stanislaus County.

MS. BRUMMELS: Ginny Brummels, State
Controller's Office.

MR. SPANO: Jim Spano, State Controller's
Office.

MS. CASTANEDA: Carla Castaneda, Department of
Finance.

MS. STONE: Thank you very much. Good evening,
Members of the Commission.

First of all, I would like to thank Commission
staff for the work on the Handicapped and Disabled
Students proposed amendments to Parameters and
Guidelines.

We do request that the offsetting revenue be
specified. Using my CSAC SB 90 hat and being on that
committee, there were some small rural counties that were
under the misapprehension that_they could not file if
realignment revenues were received. And this needs to be
clarified.

It has been a matter of some contention amongst

the counties; and it does needs to be clarified. And
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we're very grateful to Commission staff to clarify the
offsetting revenues.

We would request that the ICRP, the indirect
cost rate proposal language be amended to state the
boilerplate as has been developed over the last several
years.

Yes, a change theoretically does not result in
any increased costs or any reasoﬁ to amend a claim; but
we have an opportunity to clean something up.

A number of years ago there were some
difficulties with regard to interpretation of the ICRP
language, as a result of which under the aegis of your
Commission staff, together with the Department of
Finance, Controller's office, and claimants'
representatives, new terminology was written which now
makes it more comprehensible to the claimants' pool, as
well as eliminates issues with regard to the State
Controller's Office.

So although the change in terminoclogy will not

‘have any net effect with regard to claims whatsoever, we

are requesting it merely to bring this set of Parameters
and Guidelines, even though they cease effectiveness in
2004, to make it clean and comply with what has gone on
before.

And thank you very much for your attention.
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MR. KAYE: ’Leonard Kaye, County of Los Angeles.

I certainly concur with Pam Stone speaking for
the California State Association of Counties.

Just a couple of things. I think it's a
tremendous piece of work that Commission staff and this
Commission has done by approving these —-- the detailed
reimbursement rules on a go-forward basis from July 1,
2004. I think the only issue before us is that these
Parameters and Guidelines are sort of like a legal
curiosity, and they still have language from the repealed
Short-Doyle language and so forth.

And, of course, for the record, we do feel that
medication-monitoring and a lot of the activities that
were found to be reimbursable on July 1, 2004, are
aétually reimbursable going back to July 1 of 2000, which
would be the effective date of these Parameters and
Guidelines.

And we understand but do not necessarily agree
with Commission's argument that the Statement of Decision
is controlling, because we believe that at the time that
the Parameters and Guidelines were adopted, that the
Short-Doyle Program was actually repealed.

So there is that thought that I would just like
to make for the record.

And in the lateness of the hour. Those are my
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only comments. Thank you.

CHAIR SHEEHAN: Thank you.

MS. DOWNS: In the interest of time, I have no
comments.

MR. SPANO: Just really briefly. We did make a
couple proposals. One is the indirect costs. We stated
that we felt that the proposal just clarified versus
added new activities.

The queStion I have was just to eliminate issues
down the line here. The issue I have with the offsetting
revenues, I concur with the staff analysis that
private-pay Medi-Cal was not clarified before and now it
is, so it should be a deducted item from claimed costs.

Stanislaus identified -- indicated that various
counties have not claimed costs to which they were
entitled to because they were under the misapprehension
that utilization of the realignment fund would be
considered an offsetting cost.

The 6nly question I have right now is that,
based on this thing right now, that there was no
requirement to deduct realignment, and therefore those
counties that didn't file a claim because they thought
they had to deduct realignment, they can file a claim, is
what I think the argument that Stanislaus ié making.

The only question I have right now is often that
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realignment is used for the local match for the treatment
cost, which is usually the 90 percent of treatment costs
was realignment and 10 percent was actually the cost
itself that was being reimbursed.

If you look in the body of the P's & G's, it
still says treatment costs is still 10 peréent
reimbursable.

So the question is -- because I don't think
realignment funds is actually being deducted for being
applied for assessment, it's usually applied for
treatment costs. So that's the only issue I
have relating -- I agree with the proposal by the
Commission.

My only question is, how does realignment fall
into play into the Parameters and Guidelines? Because
I'd rather to eliminate -- and I'm not sure if I'm
confusing people here --

CHAIR SHEEHAN: No, I don't think you are.

I think the issue -- well, let me héve Finance
speak, and then I dan sort of give you my obserVations‘on
this. Thanks.

MS. CASTANEDA: Carla Castaneda, Department of
Finance. |

We have no objections to the staff analysis; and

we support the correction of law.
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CHAIR SHEEHAN: Okay, let me tell you my issue,
because as we went into the staff analysis for the two
issues, of the Medi-Cal and the private insurance, and
then Stanislaus comes in with this other -- where I'm
reluctant to act a little bit today is, what are the
implications of this realignment issue? How many people
are we talking about, what are the costs, what did people
do?

I'm a little reluctant to move today until I get
a better understanding of how many counties we're talking
about, what they used them for, what they didn't, what
could be. That's the concern that I have.

So we went into it, trying to -- this would be
the no-good-deed goes unpunished, trying to fix what we
thought was a wiggle issue, and all of a sudden we've
backed into this other issue -- or it backed into us, I'm
not quite sure. So I'm trying to get a handle on, okay,
what would be the implications if we do move forward with
this because then it opens up that claiming period again,

and we figure out what's going on.

I guess my question is -- I don't know who I'm
asking this to -- if we put this over, could we get a
better feel of what some of those offsetting costs -- the

implication of the realignment, how many counties, what

‘are we talking about?
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MS. BRUMMELS: I'm Ginny Brummels with the State
Controller's Office. And I did some research on this
last Friday. We have 22 counties out of the 58 counties
that have not filed for the 2000-2001 fiscal year. Eight
of those that did not file, have filed one or more years
between 2000-2001 through 2003-04. So we have 14
counties which are small counties that have not filed in
any of those fiscal years.

So looking at what the costs were -- the actual
costs that were claimed in one or more fiscal years, I
came up with an estimate of $1.3 million for all eight of
those claimants that had filed one or more years.

CHAIR SHEEHAN: So eight for the total? What
did you say, 1.8 --

MS. BRUMMELS: 1.3 million for eight counties
that had filed one more years between 2000-2001, through
2003-04.

MEMBER BARNES: So it's the net?

MS. STONE: That's what she's saying, it would
be 1.3 million for all eight counties.

MEMBER WALSH: Okay, gotcha.

MS. STONE: So it's not like a budget buster
that it is -- for example, for Los Angeles, for
Stanislaus. You're looking at -- and we're not even

saying that they're all going to file.
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CHAIR SHEEHAN: Right, because we've got the

MS. STONE: But there are a few out there that
had small claims that did not file because they were
under the misapprehension with regard to --

CHAIR SHEFEHAN: Realignment revenues.

MS. STONE: -- if they got any realignment
money, they couldn't claim anything.

CHAIR SHEEHAN: So are we only talking about
then the 14? 1Is that our universe now?

MS. STONE: Yes. That's my understanding, that
the 14 is the universe.

CHAIR SHEEHAN: Okay.

MS. BRUMMELS: No, there's a total of 22 that
did not file in the 2000-2001 fiscal year. However,
eight of those 22 had filed in one or more of the other
years, through the 2003-04.

CHAIR SHEEHAN: So they can still go béck for
that year, so there could be 22.

MS. BRUMMELS: So what I did is I looked at the.
actual cost of the claims that they had found in one of
those other years, and projected if allleight of those
filed a cléim, it would amount to approximately
$1.3 million.

That does not count for the other 14 that have
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not filed any claims during the entire period of
2000-2001 through 2003-04.

CHAIR SHEEHAN: And the other fourteen are the
smaller --

MR. KAYE: Very small.

CHAIR SHEEHAN: -- rural counties?

MS. BRUMMELS: Yes, they are!

CHAIR SHEEHAN: Not that we don't love
Los Angeles. Of course, we love them, but it gives me a
little better feel, in terms of just --

MS. STONE: Yes, they're all the small, little
ones.

CHAIR SHEEHAN: Okay.

MS. STONE: I think Ginny could give you an idea
as to the size of them.

CHAIR SHEEHAN: Yes, if we're talking about
Del Norte, Modoc, that makes me feel better then, and a
few other ones.

We love all the counties, you understand that.

MR. SPANO: Can I -- from an audit perspective,
I'd like to clarify one thing, is that we're talking
about counties that had not filed a claim and now given
the opportunity to go back and file a claim. Because how
about the counties that actually filed a claim and

deducted realignment funds? You know, they're
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significant. If you look at '00-01, you're looking at
$20 million that deducted realignment funds.

Are we opening the door to --

CHAIR SHEEHAN: And they coﬁld go back and
amend --

MR. SPANO: Are we opening the door to allow
them to go back and recover that $20 million? I mean, if
you're looking at the overall picture, I figure we might
as well at least deal with it now. |

CHAIR SHEEHAN: We're not. So we have the
fourteen, plus we have the others.

MR. SPANO: Or if we're only -- are we only
talking about those that didn't file a claim, to give
them an opportunity?

CHAIR SHEEHAN: I don't know that we can --

MS. SHELTON: You can't limit that. 1If the
Commission amends the Parameters and Guidelines, then the
Controller has to issue revised claiming instructions
wﬁich applies to everybody.

CHAIR SHEEHAN: Like all the other --

MS. SHELTON: So they can file amended claims
based on the new revised claiming instrugtions. So the
ones that have already filed can refile under the revised
claiming instructions.

CHAIR SHEEHAN: Which could be —- it could be a
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substantial amount of money.

MR. SPANO: Right.

And the issue I had right now is just to
eliminate -- from an audit perspective, I'd like to
eliminate confusion down the line here because right now
it says in the P's & G's that you're entitled to only
10 percent of treatment costs because -- and typically
they fund the 90 percent with realignment funds.

And so now you have -- if realignment funds are
allowed to be recovered, but yet you're only allowed to
claim 10 percent treatment costs, you know, we may have a
conflict there.

MS. SHELTON: Can I just mention something on
that? |

CHAIR SHEEHAN: Go ahead, yes.

MS. SHELTON: The 90-10 split for the medical
treatment costs was in Short-Doyle. The Commission made
that finding in the original Statement of Decision. The
Third District Court of Appeal -- I think it was the
Third District Court of Appeal upheld -- oh, the Sixth
District Court of Appeal upheld the Commission's
decision. The Commission does not have jurisdiction to
go back. And even though realignment was enacted in
1991, it does not have jurisdiction to go back all the

way to 1986 and change that finding. It was upheld by

Daniel P. Feldhaus, CSR, Inc. 916.682.9482 181




10
11
12
13

14
15
16
17
18
19
20
21
22
23
24

25

‘Commission on State Mandates — December 4,2006

the Court.

The Legislature did direct the Commission to
reconsider that original program, but only directed the
Commission to reconsider it beginning July 1st, 2004.

So as of July 1lst, 2004, counties can claim
100 percent of their treatment costs. But until that
point, the Commission has no jurisdiction to make that
correction.

And that was requested in this request to amend
the P's and G's. And I've stated in the analysis --

MS. STONE: And it was denied.

MS. SHELTON: -- that the Commission doesn't
have jurisdiction to change that.

CHAIR SHEEHAN: No, you were honest about it.

MR. KAYE: Yes.

MEMBER WALSH: May I ask a question?

So the worst-case scenario, what do you think
ballpark costs would be? Contréller's Office?

MR. SPANO: I don't know, Ginny was mentioning
1.3 for the --

MS. BRUMMELS: Eight.

MR. SPANO: -- eight. And, I don't know, I

|
|

would figure
MR. KAYE: Would it be 1.3 for the 80 percent of

costs -- 90 percent of cost? Or what if we just got
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reimbursed for the 10 percent?

MS. STONE: That's what he said.

MR. KAYE: Oh, it would be 1.3 at the 10 percent
level?

MS. BRUMMELS: It would be -- the 1.3 was based
upon their claims that they filed in 2001-02 through
2003-04.

MR. KAYE: Right, for 100 percent of their
treatment cost?

MS. BRUMMELS: Yes.

MR. KAYE: So it would be 10 percent of the
1.3 million.

CHAIR SHEEHAN: No, and I guess where I'm having
some —-- oh, go ahead, Camille.

MS. SHELTON: There is a statute, and that is
identified on page 21, that if a county did claim the
90-10 split, they could not go back and refile to claim
the 100 percent.

MS. STONE: Right.

MS. SHELTON: And that is Statutes 2002,
Chapter 1167, AB 2781.

So if during that time period they claimed
90-10, you‘can't go back and refile for the 100 percent
of treatment costs.

But that doesn't have anything necessarily to do
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with realignment offsets and funding.

CHAIR SHEEHAN: And I guess that would be the
question I would have just sort of understanding the
universe, potentially, because the counties could come
back in and amend their -- once we issue claiming
instructions.

I'd like to just understand what that universe
there -- or what we're talking about in terms of
ballpark dollars.

MEMBER WALSH: Worst-case scenarilo.

MR. SPANO: If you're talking about what Camille
just said, because of the 2781 in 2002, you can't go
back, whatever you filed, you filed, and you can't go
back and revise a file claim for 2000-2001.

MS. SHELTON: For only treatment costs --

MR. SPANO: For treatment costs.

MS. SHELTON: -- and for only the 90-10 split.

MR. SPANO: Right, right. Only for the 90-10.
In other words, you claim --

CHAIR SHEEHAN: But there are other activities
which they may have used the realignment for.

MS. SHELTON: Right.

MR. SPANO: So if they claim 10 percent and use
90 percent for realignment, you can't go back now and

recover the 90 percent right now. And so --
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CHAIR SHEEHAN: But only for the treatment
costs; but there may have been other activities.

MS. SHELTON: 1If they can show they used
realignment funds for any of the other reimbursable
activities, then --

MR. SPANO: I think realignment is the only
issue for treatment costs.

MS. SHELTON: -- that's what they would be
requesting.

MR. SPANO: 1It's not used for assessment.

CHAIR SHEEHAN: Are you going to swear to that
under penalty of perjury?

MR. SPANO: On the claims we've looked at, it's
always been lumped under treatment.

CHAIR SHEEHAN: Because at least then we know
that --

MS. STONE: Ms. Chairman, administrative costs,
for example,‘were allowed on a 100 percent basis, and
then there was the 90/10.

Obviously, these counties under the new section
SB 2781, it allows —-- it directs the State Controllér's
Office not to dispute reimbursement claims; but it has a
deadline. And it does not give these other entities the
right to go back and claim the full 100 percent, but it

does give them a right to get a small bite out of the
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apple. They still have -- the ones that never filed,
they still have the ability to -~

CHAIR SHEEHAN: Exactly, right.

MS. STONE: -- claim the 10 percent of the
treatment costs and 100 percent of the administrative
costs. So we're not talking about a huge apple; we're
talking about a bite.

MEMBER WALSH: So what's the dollar of that?

MEMBER HAIR: Of that?

CHAIR SHEEHAN: Hold on. Do you disagree with
that?

MS. SHELTON: Not necessarily. But to clarify
something that Jim did say, in 2004 the Legislature
enacted SB 1895 and clarified that any money used from
realignment to fund costs of any part of_this program did
not have to be identified as an offset. So based on that
language -- I've never had to do this research yet. But
based on that language, it seems that they could have
used the realignment funds for any activity that was
found to be reimbursable and not just the treatment
services.

MR. KAYE: To address your question, I think
we're looking at 1.3 as the highest possible level.

And I agree with Jim, as I recall, we used most

of ours for treatment. ©So I think it's going to be
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between 10 percent of 1.3 million and 1.3 million, with
something much, much closer to the low fiéure.

CHAIR SHEEHAN: I am concerned that it actually
could be higher because if they're not limited on what
they could do, it could be other activities that they
could have used these for under this mandate.

MS. STONE: But, Ms. Sheehan, if that's so, then
they don't have the ability to claim the 100 percent of
costs that they would have previously -- |

CHATIR SHEEHAN: Of treatment.

MS. STONE: -- of the treatment, which is the
biggest -- which is the biggest bundle of it.

MR. KAYE: Right.

MS. STONE: And they would be then forced to go
back to the 90-10 split, because they would not have the
legislative forgiveness, which does not allow them to go
back and amend the claim.

CHAIR SHEEHAN: I understand. And that's a
little bit of the conundrum we're in.

MS. STONE: So they're given a Hobson's choice.
If you had never claimed, you can claim the 10 percent
was 100 percent of your administrative costs in the
indirect.

If you have claimed --

CHATIR SHEEHAN: Right.
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MS. STONE: -- and you've claimed 100 percent,
you've got a choice: You can go back and claim
10 percent with 100 percent of your administrative costs
if that's going to be greater than what you've received
if you filed later for 100 percent of the costs.

And I don't think that's going to work if you
can't claim 90 percent of your treatment costs.

CHATIR SHEEHAN: No, and I understand what you're
saying, Ms. Stone.

I guess the only -- what would make me feel a
little bit better in approving this is, okay, we talked
about the treatment costs and the administrative costs.
I guess my question is, can anyone sit here definitively
and say they did not use those funds for any other
activities related to this mandate?

MS.>SHELTON: If you just turn to page 35, there
is the discussion of the other reimbursable activities.
And it's the IEP participation, assessment, and case
management activities. Those are the ones that fall
outside of the 90-10 split.

MR. KAYE: Right.

MS. STONE: Yes.

CHAIR SHEEHAN: Okay, and so then the question
is, if they offset --

MS. SHELTON: If they used realignment costs.
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CHAIR SHEEHAN: ~- if they used them, right.
Because I would just feel a little bit better getting a
handle -- even if we surveyed some of the counties to
find out did they use some of these for this, just to see
what the universe is in terms of that. Because I
understand what you're saying in terms of that issue, and
the administrative issues; but it's some of these other
activities that Camille points to. You know, and I don't
know if we would send the Controller's office off and
just sort of do a survey, sort of a sampling, so we'd get
a feel of what it is we're talking about. That's the
issue I have.

Because, as I say, while we went into this one
way, this other issue arose which is going to have an
impact, and it's going to have a fiscal impact. And I
understand that because, in fairness, in terms of
changes. But I guess I would just feel a little bit
better understanding the universe before I just jumped
off the cliff.

But, anyway --

MEMBER WALSH: Let me ask my question again.

Based on what you've heard, do you have a
ballpark of what you think poténtially could be a
top-end --

MR. SPANO: You know, I think assuming --
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MEMBER WALSH: Because these look very
expensive.

MR. SPANO: Right, right. Madam Chair and
Members, I know that -- and the concern right now is
making an assumption that the realignment is only applied
againét treatment costs. And you want some assurahces
that that's the case, not versus being applied
assessment, all of a sudden this bill is up.

And I believe that to my knowledge -- and we may
go back and look at the claims that are filed right
now -- but to my knowledge, the realignment is only
applied against treatment costs. So if that's the case,
the amount we're talking about probably is only less than
five —--

CHAIR SHEEHAN: 1Is a smaller number.

MR. SPANO: Is less than four or five million
dollars, I think.

CHAIR SHEEHAN: And if it's not --

MR. SPANO: Right -- and I don't know. 1I'd be
giving you numbers I can't support.

CHAIR SHEEHAN: Right, and that's -- yes.

MR. SPANO: So we can pull the claims and find
out what the realignment -- because I don't know --

CHAIR SHEEHAN: I guess what I'm saying is if

you're right in what you've done that they are; but if
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you go back and some of these other activities —-- you

know, were some of them covered under that.

parties?

MR. SPANO: Right.
CHAIR SHEEHAN: So, anyway -—-

MS. HIGASHI: Could I just ask a question of the

CHAIR SHEEHAN: Absolutely.

MS. HIGASHI: I'd like to ask the Counties of

Los Angeles and Stanislaus, that if the Commission

adopted these amendments to the P's and G's, would you

plan on refiling your claims that you're legally allowed

to file?

MR. KAYE: The County of Los Angeles would be

absolutely no.

MS. DOWNS: Stanislaus would not, either.
CHAIR SHEEHAN: What was the answer?

MR. KAYE: No.

CHAIR SHEEHAN: You would not?

MR. KAYE: I'm sorry, I should keep it simple:

No.
CHAIR SHEEHAN: bid you get that, sir?
MS. DOWNS: Neither would Stanislaus.
MS. SHELTON: Can I just remind also the
Commission --

CHAIR SHEEHAN: If there are other counties here
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also that would like to come forward and make the same
statement?

Steve, do you want to talk for anybody else in
your association?

MS. SHELTON: The Commission is not required to
amend these Parameters and Guidelines. You have
discretion to do that. So it's nothing, you're not
directed by the Legislature to change; it's just a
request made by counties. So you are not required to
amend these.

CHAIR SHEEHAN: What is the will of the
Commission at this late hour?

MEMBER WALSH: From my perspective, I'd like to
go back and get a little more information.

CHAIR SHEEHAN: Other members?

MEMBER OLSEN: Well, I'm ready to act now, but
I'm deferring to people who would like more information.
That's perfectly reasonable.

MEMBER HAIR: Tell me -- can I ask a question?

CHAIR SHEEHAN: Absolutély.

MEMBER. HATR: To what is the size -- what have
we paid out out of this, the mandate at this point, the
size of what we've paid in claims?

MS. BRUMMELS: What's been paid out for the

2000-2001 fiscal year -- or what has been claimed --
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MEMBER HAIR: Right, I'm sorry, yes.

MS. BRUMMELS: -- not necessarily paid, is
$86.7 million.

What has been claimed for 2001-02 is
111.4 million, and 2002-03 is 125.5 million. And the
2003-04 is 62.2 million.

MS. HIGASHI: 1I've just passed out an old

defiCiency report that was from last spring.

CHAIR SHEEHAN: The other two —-- our colleagues
here?

MEMBER LUJANO: That's fine. I need more
information.

MEMBER GLAAB: More information, yes.

I move it quickly.

CHAIR SHEEHAN: Because at least we can make, I
guess from my opinion, an informed decision.‘ And we have
the request in front of us.

I sincerely hope you are correct, that as you've
looked at these, it is the -- this is what you've seen
them used for, that has been the primary use -- maybe
some administrative costs. But I think if we can pull a
few, just ﬁo see, okay, there is a feel that some of them
have used for those, you may be correct. But as I say, I
just -- I would just feel better knowing that we would

have that.
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I don't think it necessarily is going to change
the outcome in terms of moving forward, but just to be a
little more informed.

MS. BRUMMELS: Right. And there are the 14 that
I have no historical cost or history on, that I projected
any costs on.

CHAIR SHEEHAN: Right, exactly. And we
understand in terms of what you had already estimated
those costs to be, absolutely, so we can sort of
extrapolate from the other, okay.

So then we would postpone this until January.
Just get some information. I think it's just pulling
some and seeing what they are. And then we can proceed
at that point.

All right, thank you all.

MS. STONE: Thank you very much.

MS. HIGASHI: Very briefly, we have public
comment on mandate reforﬁ -

CHAIR SHEEHAN: Public Comment on Mandate
Reform.

MS. HIGASHI: And then my report, Camille's
report, and a very quick closed session.

CHAIR SHEEHAN: Okay. I know we haVe a couple
of witnesses on Mandate Reform.

Robert, I know your name was down and Allan and
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Patrick Day.

Do you all three want to come to the table?

MR. MIYASHIRO: Robert Miyashiro, for the
record, representing the Education Mandated Cost Network.

I think just to speak to the issue of mandate
reform, it was on your agenda. I thought -- I didn't
know what might precede it. But I did want to just
briefly address it. |

What I would begin with is, I think that the
hearing today is illustrativevof the need for mandated
reform.

CHAIR SHEEHAN: I knew somebddy was going to say
that.

MR. MIYASHIRO: What I would also add is that
everyone here takes this job very diligently, very
seriously, and puts forth a lot of effort in it. And as
some of you know, I sat on the other side, in
Ms. Sheehan's chair, and have seen this issue from both
sides. So I think there is considerable effort that goes
into this. Everyone is working very hard in this
process. But it's the process itself, it is what we have
to live with right now that is causing all of this
frustration, both from your side of the dais and from our
side of the dais.

Three things that I would like to just point out
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in our thinking this through.

One is timing. We need to think and be
sensitive to the timing of this entire process, from when
the Legislature passes a new law to when that test claim
is filed before you, to when the staff provides an
analysis on that test claim, and you ultimately act. And
then finally, when and if a local agency receives its
money.

Okay, that's just the process to bring that
money forward. And if we take a look at the people
notification claim today, it was three and a half years
between the time that the test claim was filed and the
decisions you made today. And that's not even counting
when the original Lead Prevention Act was enacted by the
Legislature in 1991. So it has its roots back to a law
that goes back 16, 15 years. So timing.

Second, I think we want to be focusing on
simplicity. And that is, this process is entirely
complicated. And we're talking about the people who are
sitting in this room, trying to understand these issues.

Who implements this? Thousands of local
agencies throughout the state that never sit before this
Commission, that never have an opportunity to even
understand this debate; and yet they're charged with

implementing these laws, they're charged with making
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claims for reimbursement under this process; and none of
them will ever have an opportunity to even remotely come
close to understanding the discussion that takes place
before us here.

And for someone like myself who's had quite a
bit of finance background, I mean, a lot of this
discussion is completely complicated. And I have a lot
of sympathy for the members of the Commission having to
sift through this. And I think ultimately what happens
is, there becomes a dialogue between the particular
experts on a very narrow issue, the lawyers and the
consultants involved, and the lay public, let alone --
and you, as members of the Commission are baffled. I
mean, I'm just going to say, it's very, very confusing.
So we need to strive for simplicity.

And finally, I think we need to look toward
outcomes. And what we have right now is a
mandate-claiming process that strictly focuses on
process. And we never really looked to see whether or
not what the Legislature and the Governor intended with
the péssage of new laws is ever enacted.

And unfortunately, again, it's the product of-
what everyone has to deal with.

We've reviewed 55 of the last final audit

reports issued by the Controller's office since June of
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2003 with regard to school districts. The Controller's
office disallowed over 80 percent of the claims that were
filed by local school districts.

As Commissioner Glaab points out, he can see
that a lot of effort has taken place at the local level
to implement these mandates, and yet the process that
we've inherited -- and I'm not going to criticize the
Controller's office staff -- they focus on paper
documentation or questionsbabout what should be
considered reimbursable activities; but they're not
focusing on whether the actual mandate was implemented
and the services are delivered. They look at
documentation to justify the reimbursement of those
claims.

And so for this process to result, at least with
regard to schools, in an 80 percent disallowance rate,
and of those 55, over a dozen where 100 percent of the’
claim is disallowed, strikes us as a process in serious
need of repair.

I mean, we're not talking about fraud in the
caée of these school claims. And yet when 100 percent of
a claim is disallowed, it suggests that an agency is
fraudulently making claims. But that is not the case.

It is the deficiency of the documentation under a process

for which local agency have no idea what the rules of the
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game are; and we need to focus on making a simple, fair
system where we do focus on outcomes.

So those are my comments.

CHAIR SHEEHAN: Thanks.

MR. BURDICK: Let me let this gentleman who's
been here for four hours from a school district listening
to city/county issues speak.

MR. DAY: Good evening. My name is Patrick Day,
and I'm the director of maintenance operations,
purchasing and contract management for San Jose Unified
School District.

In all of this discussion, I guess what really
frustrates me in my years of mandates is, I never heard
anYthing about a kid -- I mean, I'm a 29-year veteran in
public school education. So it's about papers and it's
about law and the legal lawyers talking back and forth,
and citing codes and all this stuff. And I'm sure it's
all necessary; but we have got children out there who are
counting on this money to get educated. That's our
system. It's not a system maybe a lot of us creatéd, but
we're trying to live with it, and somehow trying to
educate children.

So I've been a public school teacher, a resource
teacher, a middle school assistant principal, high school

assistant principal, middle school principal, high school
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principal, and currently a district-level director over
the past 29 years.

My first involvement with mandated cost
reimbursements was seven years ago as a high school
principal. At that time I was asked to be a pilot school
in our district to work on creating site-level processes
to document mandated costs reimbursements fof work that's
actually taking place at the school site. During the
next two years, we successfully piloted and implemented
processes.

I was then assigned to the district office as a
director. And one of my responsibilities for the past
five years have been overseeing mandated costs for
San Jose Unified School District.

I believe there is agreement among public school
educators who work with mandates that reform is needed in
all facets of the mandate process. BAnd I was going to
start by saying what Robert said ,that this is only the
second Commission on State Mandates meeting I've been to.
And the first one was in October. And I think it speaks
for itself, the need for how can we do things better.

I just want to -- if reform ever does -- if this
process ever gets accepted, I went to a meeting last
spring that looked like something was going to happen, a

collaborative process; and thét, I guess, is dead. I
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don't know. Never heard. I know the funding didn't
happen. But my concern is that if the mandate reform
process ever gets kicked off, 1s who is at the table.

If we want it fo work, I was always taught, and
have implemented and believed that if you want anything
changed to work, you'd better include the people who have
to implement the change at the lowest level. And as
Robert said, they aren't here.

As a high séhool principal, trying to implement,
trying to bring resources in to help kids, trying to just
figure that part out was amazing. I still don't get it.
And I'm in charge of it for our district. And we're
probably pretty successful at this whole thing when you
compare it throughout the state.

But for mandate reform to have meaning and
change be beneficial, people who have actually done the
work -- I want to repeat that -- who have actually done
the work at the school and district level must be
involved in every reform discussion, and have equal
authority in approving potential recommendations.

I see lots of involvement -- consultants,
lobbyists. But I'm talking about the people who have a
credential, who live every day in the school site, know
what it's like to fill out all those forms, know what

it's like to try to go back seven, eight, ten, 12 years
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to capture documentation that happened because finally,
P's and G's got approved. And then it's, "What do you
mean, you don't have anything contemporaneous?" Now,
that just doesn't make sense.

So people who actually do the work at the table,
not big representatives of whole groups that wouldn't
know a mandate form if it was in front of them.

So I believe actually no one knows better than
the district personnel how the mandate process works and
impact school districts, school sites, and ultimately
students and the people who do the mandated work,
complete the forms and see the process through, to
ultimately receiving funds, and now handling audits.

Thank you very much.

CHAIR SHEEHAN: Thank you. Thank you for your
time. I appreciate it.

MR. BURDICK: Allan Burdick. And I'm here as
Keil's advisor today.

I want to be very, very brief since the lateness
of the hour.

And I think the key thing I want to do is to
kind of echo the comment made by the chair about the need
for pressure to make a decision.

And what I'd like to urge the Commission to do

at this point is to take the leadership at the
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legislative process, because I don't see them moving, and
at least introducing spot bills and doing something to
get this process going. We've got to do something to put
the pressure on.

CHAIR SHEEHAN: Thanks.

MR. KEIL: Steve Keil, CSAC.

I think we're at the point in your agenda where
everything that needs to be said has been said, but not
everybody has said it. Just a couple quick comments that
I hope are a little different.

In my tenure.as a lobbyist, I've either
sponsoredror supported probably upwards of a dozen
mandate reform bills. Most of them die. Or what has
been signed, a couple of them are very small shells of
what they started out to be. And I fought to kill an
equal number of mandate reform bills.

And the problem is, we typically think of
mandate reform as the process is so incredibly
complicated that we deal at the micro level. And what
advantages us, disadvantages the Controller or the
Commission staff or the Department of Finance and vice
versa, and so we're never -- we're at loggerheads in
terms of reform.

Local government officials were very, very

pleased when your Commission, earlier this year, the end
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11

of last year, over this year, started a process with an
outside facilitator looking at it from the big picture.

We, and I know the education coalition had a
parallel process, took that seriously. We took the
challenge as real. We put together at the local
government level a group that represented pretty much a
broad coalition of at least the leadership of local
government. We had the League of Cities, Rural County,
Regional Caucus, Urban County Caucus, Special District
Association, a number of individual public agencies
involved in fhe process, along with our
auditor-controllers. And we went through the entire
process that you went through, including your report,
and basically offered to come with a single coalition of
local agencies, speaking as one voice.

We can't say that an individual local agency
might not show up on its own, but essentially local
government was prepared to proceed ahead with reform.
And what we wanted to suggest was that we basically start
from the perspective that everybody has to give up
something with a goal ofvcutting the time for processing
mandates in half and cutting the costs associated with
processing mandates in half. Just start with a simple
premise like that, which means everyone give up some

cherished times of the principals, everyone gives up some
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procedural advantages they have and love, for the greater
good.

Again, it's our understanding that the schools
are going through a separate process.

My suspicion is, if we get this back on track,
we'll probably end up with two separate procedures: One
for schools and one for local agencies. There are
substantive difference between each in terms of impact of
mandates.

Now, getting to the point we are at and schools
are at is not a simple process. So we have a lot of
valuable time committed to a number -- and many hours of
meetings, and it came to}a dead stop. We could resurrect
that, but it would have to be real.

I think my sense was that we had talked to some
legislative leadership people about this, and there was
some real buck-passing that went on between your
commission and the Legislature on this whole issue last
year. I think there needs to be a discussion involving
your staff, involving the principals and the Legislature,
and makes sure tﬁere's consensus.

It's clear the Legislature wants some ownership
over it and involvement but no fingerprints -- figure
that one out, but that's kind of as close and as best as

I can get from last year.
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We would be willing participants in a process
like that. We were ready to start last year on the
Department of Finance proposal. It was flawed from our
perspective, but you have to start somewhere.

CHAIR SHEEHAN: That's a starting point.

MR. KEIL: 1It's a big step forward.

But wherever it is, we would applaud this effort
if we undertaké it. But we need to try to get all the
parties together early and make a real effort this time
to push it over the finish line.

CHAIR SHEEHAN: Great. Thank you, all.

As I know staff and I have chatted and the
Department of Finance were still talking to analysts, we
are still committed to doing something.

I was the one who had kicked off the
collaborative process, wanted to see. But, you know,
some of the players felt maybe we didn't need to go that
way, so I deferred and said, all right, we'll try it
again. But at least from this member, I can commit that
I do want -- we have to amend this process for exactly
the reasons you all stated. We've been sitting here four
and a half hours later, there's got to be a better way to
do this. So at least you have my commitment. And I know
I speak for some of the members also in terms of getting

involvement in this process.

Daniel P. Feldhaus, CSR, Inc. 916.682.9482 206




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Commission on State Mandates — December 4, 2006

And it i1s a matter, as you said, Mr. Day, there

has to be something in it for them to come to the table

and as you say, Steve, give up a little bit of something.

Everybody's got to give some.

going to

worth it.

for your

or me in

But if we realize the process at the end is

be better, at least from my perspective, it's

So thank you for your time.

CHAIR SHEEHAN: You have one minute, Ms. Paula,
report.

MS. HIGASHI: Are there any questions of Camille
terms of our two reports?

CHAIR SHEEHAN: We've got a couple folks who

have airplanes to catch.

MS. HIGASHI: And we're thinking of putting the

closed session off.

MS. SHELTON: Unless you have questions.

CHAIR SHEEHAN: No, because I've got to leave.
Is that it?

MS. HIGASHI: That's it for us.

CHAIR SHEEHAN: All right, if there's no further

business, we are adjourned.

Thank you.
(Proceedings concluded at 5:39 p.m.)

~~000~~-
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