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] Exhibit A
SixXTen and Associates

Mandate Reimbursement Services

KEITH B. PETERSEN, MPA, JD, President Telephone: (858) 514-8605
5252 Balboa Avenue, Suite 807 Fax: (858) 514-8645

San Diego, CA 92117 RE E IVED E-Mail: Kbpsixten@aol.com
SFP 0 6 2005
COMMISSION O
September 1, 2005 STATE MANDATENS

Paula Higashi, Executive Director
Commission on State Mandates
980 Ninth Street, Suite 300
Sacramento, CA 95814

RE: Health Fee Elimination
Fiscal Years: 2001-02 through 2002-03
Incorrect Reduction Claim

Dear Ms. Higashi:

Enclosed is the original and two copies of the above referenced incorrect reduction
claim for Long Beach Community College District.

SixTen and Associates has been appointed by the District as its representative for this
matter and all interested parties should direct their inquiries to me, with a copy as
follows:

Irma Ramos, Administrative Dean
Human Resources

Long Beach Community College District
4901 East Carson Street

Long Beach, CA 90808

Thank-you.

Sincerely,

Vs

Keith B. Petersen




State of California

COMMISSION ON STATE MANDATES or
980 Ninth Street, Suite 300
Sacramento, CA 95814
(916) 323-3562 SFP b 2005
CSM 2 (12/89)

COMMISSION ON
INCORRECT REDUCTION CLAIM FORM STATE MA '

Claim No———b 5-720b 1243

Local Agency or School District Submitting Claim
LONG BEACH COMMUNITY COLLEGE DISTRICT
Contact Person Telephone Number
Keith B. Petersen, President Voice: 858-514-8605
SixTen and Associates Fax: 858-514-8645
5252 Balboa Avenue, Suite 807 E-mail: Kbpsixten@aol.com
San Diego, CA 92117
Address
Irma Ramos, Administrative Dean
Human Resources
Long Beach Community College District
4901 East Carson Street
Long Beach, CA 90808
Representative Organization to be Notified Telephone Number
Robert Miyashiro, Consultant, Education Mandated Cost Network Voice: 916-446-7517
¢/o School Services of California Fax: 916-446-2011
1121 L Street, Suite 1060 “E-mail: robertm@SSCal.com

Sacramento, CA 95814

This claim alleges an incorrect reduction of a reimbursement claim filed with the State Controller’s Office pursuant to
section 17561 of the Government Code. This incorrect reduction claim is filed pursuant to section 17561(b) of the
Government Code.

CLAIM IDENTIFICATION: Specify Statute or Executive Order

HEALTH FEE ELIMINATION Chapter 1, Statutes of 1984, 2nd E.S. Education Code Section 76355
Chapter 1118, Statutes of 1987

Fiscal Year Amount of the Incorrect Reduction
2001-2002 $193,957
2002-2003 $272,672

Total Amount $466,§29

IMPORTANT: PLEASE SEE INSTRUCTIONS AND FILING REQUIREMENTS FOR COMPLETING AN
INCORRECT REDUCTION CLAIM ON THE REVERSE SIDE.

Name and Title of Authorized Representative Telephone No.
Irma Ramos, Administrative Dean Voice: 562-938-4095
Human :% Fax: 562-938-4364
E-Mail: iramos@Ilbcc.edu
A pmoy @
Signéttre of'Authorized Representative Date
"‘7@
X August 2% 2005
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Claim Prepared by:

Keith B. Petersen

SixTen and Associates

5252 Balboa Avenue, Suite 807
San Diego, California 92117
Voice: (858) 514-8605

Fax: (858) 514-8645

BEFORE THE
COMMISSION ON STATE MANDATES
STATE OF CALIFORNIA

INCORRECT REDUCTION CLAIM OF:
No. CSM

Chapter 1, Statutes of 1984, 2nd E.S.
Chapter 1118, Statutes of 1987
LONG BEACH

Community College District, Education Code Section 76355

Health Fee Elimination

Claimant.
Annual Reimbursement Claims:

Fiscal Year 2001-02
Fiscal Year 2002-03

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
I

NCORRECT REDUCTION CLAIM FILING
PART I. AUTHORITY FOR THE CLAIM
The Commission on State Mandates has the authority pursuant to Government
Code Section 17551(d) to “ . . . to hear and decide upon a claim by a local agency or
school district, filed on or after January 1, 1985, that the Controller has incorrectly
reduced payments to the local agency or school district pursuant to paragraph (2) of
subdivision (d) of Section 17561.” Long Beach Community College District (hereafter

“district” or “claimant”) is a school district as defined in Government Code Section
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Incorrect Reduction Claim of Long Beach Community College District
1/84; 1118/87 Health Fee Elimination

17519." Title 2, CCR, Section 1185 (a), requires the claimant to file an incorrect
reduction claim with the Commission.

This incorrect reduction claim is timely filed. Title 2, CCR, Section 1185 (b),
requires incorrect reduction claims to be filed no later than three years following the
date of the Controller’'s remittance advice notifying the claimant of a reduction. A
Controller's audit report dated April 27, 2005 has been issued, but no remittance
advices have been issued. The audit report constitutes a demand for repayment and
adjudication of the claim. On May 14, 2005, the Controller issued “results of review
letters” reporting the audit results and amounts due claimant, subject to payment when
appropriations are available, and constitutes a payment action.

There is no alternative dispute resolution process available from the Controller’s
office. In response to an audit issued March 10, 2004, Foothill-De Anza Community
College attempted to utilize the informal audit review process established by the
Controller to resolve factual disputes. Foothill-De Anza was notified by the Controller’s
legal counsel by letter of July 15, 2004 (attached as Exhibit “A”), that the Controller’s
informal audit review process was not available for mandate audits and that the proper

forum was the Commission on State Mandates.

! Government Code Section 17519, added by Chapter 1459, Statutes of 1984,
Section 1:

“‘School district’ means any school district, community college district, or county
superintendent of schools.”
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Incorrect Reduction Claim of Long Beach Community College District
1/84; 1118/87 Health Fee Elimination

PART Il. SUMMARY OF THE CLAIM
The Controller conducted a field audit of District’s annual reimbursement claims
for the District’s actual costs of complying with the legisiatively mandated Health Fee
Elimination Program (Chapter 1, Statutes of 1984, 2™ Extraordinary Session and
Chapter 1118, Statutes of 1987) for the period of July 1, 2000 through June 30, 2003.
As a result of the audit, the Controller determined that $466,629 of the claimed costs

for were unallowable:

Fiscal Amount Audit SCO Amount Due
Year Claimed Adjustment Payments <State> District

2001-02 $244,306 $193,957  $25,457 $24,892

2002-03 $272672 $272672 $ O $ O

Totals $516,978  $466,629  $25,457 $24,892
Since the District has been paid $25,457 for these claims, the audit report concludes
that a remaining amount of $24,892 should be paid to the District “contingent on
available appropriations.”
PART lll. PREVIOUS INCORRECT REDUCTION CLAIMS

The District has not filed any previous incorrect reduction claims for this
mandate program. The District is not aware of any other incorrect reduction claims
having been adjudicated on the specific issues or subject matter raised by this incorrect
reduction claim.

/
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PART IV. BASIS FOR REIMBURSEMENT

1. Mandate Legislation

Chapter 1, Statutes of 1984, 2™ Extraordinary Session, repealed Education
Code Section 72246 which had authorized community college districts to charge a
student health services fee for the purpose of providing health supervision and
services, direct and indirect medical and hospitalization services, and operation of
student health centers. This statute also required the scope of health services for
which a community college district charged a fee during the 1983-84 fiscal year be
maintained at that level in the 1984-85 fiscal year and every year thereafter. The
provisions of this statute were to automatically repeal on December 31, 1987.

Chapter 1118, Statutes of 1987, amended Education Code Section 72246 to
require any community college district that provided health services in 1986-87 to
maintain health services at that level in 1987-88 and each fiscal year thereafter.

Chapter 8, Statutes of 1993, Section 29, repealed Education Code Section
72246, effective April 15, 1993. Chapter 8, Statutes of 1993, Section 34, added

Education Code Section 763552, containing substantially the same provisions as former

2 Education Code Section 76355, added by Chapter 8, Statutes of 1993, Section
34, effective April 15, 1993, as last amended by Chapter 758, Statutes of 1995, Section
99:

“(a) The governing board of a district maintaining a community college may
require community college students to pay a fee in the total amount of not more than
ten dollars ($10) for each semester, seven dollars ($7) for summer school, seven
dollars ($7) for each intersession of at least four weeks, or seven dollars ($7) for each

4



Incorrect Reduction Claim of Long Beach Community College District
1/84; 1118/87 Health Fee Elimination

quarter for health supervision and services, including direct or indirect medical and
hospitalization services, or the operation of a student health center or centers, or both.

The governing board of each community college district may increase this fee by
the same percentage increase as the Implicit Price Deflator for State and Local
Government Purchase of Goods and Services. Whenever that calculation produces an
increase of one dollar ($1) above the existing fee, the fee may be increased by one
dollar ($1).

(b) If, pursuant to this section, a fee is required, the governing board of the
district shall decide the amount of the fee, if any, that a part-time student is required to
pay. The governing board may decide whether the fee shall be mandatory or optional.

(c) The governing board of a district maintaining a community college shall adopt
rules and regulations that exempt the following students from any fee required pursuant
to subdivision (a):

(1) Students who depend exclusively upon prayer for healing in
accordance with the teachings of a bona fide religious sect, denomination, or
organization.

(2) Students who are attending a community college under an approved
apprenticeship training program.

(3) Low-income students, including students who demonstrate financial
need in accordance with the methodology set forth in federal law or regulation
for determining the expected family contribution of students seeking financial aid
and students who demonstrate eligibility according to income standards
established by the board of governors and contained in Section 58620 of Title 5
of the California Code of Regulations.

(d) All fees collected pursuant to this section shall be deposited in the fund of
the district designated by the California Community Colleges Budget and Accounting
Manual. These fees shall be expended only to provide health services as specified in
regulations adopted by the board of governors.

Authorized expenditures shall not include, among other things, athletic trainers'
salaries, athletic insurance, medical supplies for athletics, physical examinations for
intercoliegiate athletics, ambulance services, the salaries of health professionals for
athletic events, any deductible portion of accident claims filed for athletic team
members, or any other expense that is not available to all students. No student shall be
denied a service supported by student health fees on account of participation in athletic
programs.

(e) Any community college district that provided health services in the 1986-87
fiscal year shall maintain health services, at the level provided during the 1986-87
fiscal year, and each fiscal year thereafter. If the cost to maintain that level of service
exceeds the limits specified in subdivision (a), the excess cost shall be borne by the

5
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Incorrect Reduction Claim of Long Beach Community College District
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Section 72246, effective April 15, 1993.
2. Test Claim

On December 2, 1985, Rio Hondo Community College District filed a test claim
alleging that Chapter 1, Statutes of 1984, 2™ Extraordinary Session, by eliminating the
authority to levy a fee and by requiring a maintenance of effort, mandated additional
costs by mandating a new program or the higher level of service of an existing program
within the meaning of California Constitution Article XIll B, Section 6.

On November 20, 1986, the Commission on State Mandates determined that
Chapter 1, Statutes of 1984, 2" Extraordinary Session, imposed a new program upon
community college districts by requiring any community college district, which provided
health services for which it was authorized to charge a fee pursuant to former Section
72246 in the 1983-1984 fiscal year, to maintain health services at that level in the
1984-1985 fiscal year and each fiscal year thereafter.

At a hearing on April 27, 1989, the Commission of State Mandates determined
that Chapter 1118, Statutes of 1987, amended this maintenance of effort requirement to
apply to all community college districts which provided health services in fiscal year

1986-1987 and required them to maintain that level of health services in fiscal year

district.

(f) A district that begins charging a health fee may use funds for startup costs
from other district funds and may recover all or part of those funds from health fees
collected within the first five years following the commencement of charging the fee.

(g) The board of governors shall adopt regulations that generally describe the
types of health services included in the health service program.”

6
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Incorrect Reduction Claim of Long Beach Community College District
1/84; 1118/87 Health Fee Elimination

1987-1988 and each fiscal year thereafter.
3. Parameters and Guidelines
On August 27, 1987, the original parameters and guidelines were adopted. On
May 25, 1989, those parameters and guidelines were amended. A copy of the
parameters and guidelines, as amended on May 25, 1989, is attached as Exhibit “‘B.”
So far as is relevant to the issues presented below, the parameters and guidelines
state:
“V. REIMBURSABLE COSTS
A Scope of Mandate
Eligible community college districts shall be reimbursed for
the costs of providing a health services program. Only

services provided in 1986-87 fiscal year may be claimed. ...

VIi. CLAIM PREPARATION

B.. 3 Allowable Overhead Cost
Indirect costs may be claimed in the manner
described by the State Controller in his claiming
instructions.

Vil. SUPPORTING DATA

For auditing purposes, all costs claimed must be traceable to
source documents and/or worksheets that show evidence of the
validity of such costs....

VIII  OFFSETTING SAVINGS AND OTHER REIMBURSEMENTS

Any offsetting savings the claimant experiences as a direct resuit
of this statute must be deducted from the costs claimed. In
addition, reimbursement for this mandate received from any

7
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Incorrect Reduction Claim of Long Beach Community College District
1/84; 1118/87 Health Fee Elimination

source, e.g., federal, state, etc., shall be identified and deducted
from this claim. This shall include the amount of $7.50 per full-time
student per semester, $5.00 per full-time student for summer
school, or $5.00 per full-time student per quarter, as authorized by
Education Code section 72246(a). This shall also include
payments (fees) received from individuals other than students who
are not covered by Education Code Section 72246 for health
services. ..."

4, Claiming Instructions

The Controller has annually issued or revised claiming instructions for the
Health Fee Elimination mandate. A copy of the September 1997 revision of the
claiming instructions is attached as Exhibit “C.” The September 1997 claiming
instructions are believed to be, for the purposes and scope of this incorrect reduction
claim, substantially similar to the version extant at the time the claims which are the
subject of this Incorrect reduction claim were filed. However, since the Controller's
claim forms and instructions have not been adopted as regulations, they have no force
of law, and, theréfore, have no effect on the outcome of this incorrect reduction claim.

PART V. STATE CONTROLLER CLAIM ADJUDICATION

The Controller conducted an audit of District’s annual reimbursement claims for
Fiscal years 2001-02 and 2002-03. The audit concluded that only 10% of the
District’s costs, as claimed, are allowable. A copy of the April 27, 2005-audit report and
the District’s response is attached as Exhibit “D.”

VI. CLAIMANT'S RESPONSE TO THE STATE CONTROLLER

By letter dated February 4, 2005, the Controller transmitted a copy of its draft

11
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audit report. By letter dated February 23, 2005, the District objected to the proposed
adjustments set forth in the draft audit report. A copy of District’s letter of February 23,
2005 is attached as Exhibit “E.” The Controller then issued its final audit report without
change to the adjustments as stated in the draft audit report.
PART VII. STATEMENT OF THE ISSUES

Finding 1: Unallowable services and supplies costs

The Controller asserts unallowable services and supplies direct costs totaling
$17,894 for both fiscal years. This total amount comprises $11,869 in “overglaimed”
athletic insurance costs and duplicated charges of $6,025 for services and supplies for
both fiscal years.

Health Insurance Premium

The District pays two types of student insurance premiums. The basic and
catastrophic coverage for the general student population, and a separate premium
amount for intercollegiate athletes. The Controller's adjustment improperly disallows a
portion of the general population premium as somehow being related to intercollegiate
athletics. The audit report does not describe how the disallowance was calculated.
Regardless, the adjustment is inappropriate since student athletes are part of the
student population for purpose of the general student population insurance premium.
The insurance premiums for athletes pertains to coverage while participating in

intercollegiate sports, not while they are attending class or on campus in their capacity

12
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a member of the general student population.
Services and Supplies

The District does not contest this adjustment.
Finding 2 - Overstated indirect cost rates claimed

The Controller asserts that the district overstated its indirect cost rates and costs
in the amount of $139,093 for both fiscal years. This finding is based upon the
Controller's statement that “the district did not obtain federal approval for its IRCPs.
We calculated indirect cost rates using the methodology allowed by the SCO claiming
instructions.” Contrary to the Controller's ministerial preferences, there is no
requirement in law that the district’s indirect cost rate must be “federally” approved, and
further the Controller has never specified the federal agencies which have the authority
to approve indirect cost rates. Further, it should be noted that the Controller did not
determine that the District’s rate was excessive or unreasonable.
CCFS-311

In fact, both the District's method and the Controller's method utilized the same
source document, the CCFS-311 annual financial and budget report required by the
state. The difference in the claimed and audited methods is in the determination of
which of those cost elements are direct costs and which are indirect costs. Indeed,
federally “approved” rates which the Controller will accept without further action, are

“negotiated” rates calculated by the district and submitted for approval, indicating that
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13



10

11

12

13

14

15

16

17

18

19

20

21

Incorrect Reduction Claim of Long Beach Community College District
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the process is not an exact science, but a determination of the relevance and
reasonableness of the cost allocation assumptions made for the method used.
Regulatory Requirements

No particular indirect cost rate calculation is required by law. The parameters
and guidelines state that “Indirect costs may be claimed in the manner described by the
Controlier in his claiming instructions.” The district claimed these indirect costs “in the
manner” described by the Controller. The correct forms were used and the claimed
amounts were entered at the correct locations. Further, “may” is not “shall’; the
parameters and guidelines do not require that indirect costs be claimed in the manner
described by the Controller. In the audit report, the Controiler asserts that “the specific
directions for the indirect cost rate calculation in the claiming instructions are an
extension of Parameters and Guidelines.” It is not clear what the legal significance of
the concept of “extension” might be, regardiess, the reference to the claiming
instructions in the parameters and guidelines does not change “may” into a “shall.”
Since the Controller’s claiming instructions were never adopted as law, or regulations
pursuant to the Administrative Procedure Act, the claiming instructions are merely a
statement of the ministerial interests of the Controller and not law.
Unreasonable or Excessive

Government Code Section 17561(d)(2) requires the Controller to pay claims,
provided that the Controller may audit the records of any school district to verify the

actual amount of the mandated costs, and may reduce any claim that the Controller
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determines is excessive or unreasonable. The Controller is authorized to reduce a
claim only if it determines the claim to be excessive or unreasonable. Here, the District
has computed its ICRPs utilizing cost abcounting principles from the Office of
Management and Budget Cir_cular A-21, and the Controller has disallowed it without a
determination of whether the product of the District’s calculation would, or would not, be
excessive, unreasonable, or inconsistent with cost accounting principles.

Neither State law nor the parameters and guidelines made compliance with the
Controller’s claiming instructions a condition of reimbursement. The district has
followed the parameters and guidelines. The burden of proof is on the Controller to
prove that the product of District's calculation is unreasonable, not to recalculate the
rate according to its unenforceable ministerial preferences. Therefore, Controller
made no determination as to whether the method used by the District was reasonable,
but, merely substituted its FAM-29C method for the method reported by the Dsitrict.
The substitution of the FAM-29C method is an arbitrary choice of the Controller, not a
“finding” enforceable either by fact or law.

Finding 3: Understated authorized health service fees

This finding is based on the Controller’s recalculation of the student health
services fees which may have been “coliectible” which was then compared to the
District’s student health fee revenues actually received, resulting in a total adjustment

of $217,409 for the two fiscal years.
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Education Code Section 76355

Education Code Section 76355, subdivision (a), in relevant part, provides: “The
governing board of a district maintaining a community college may require community
college students to pay a fee . . . for health supervision and services . . . * There is no
requirement that community colleges levy these fees. The permissive nature of the
provision is further illustrated in subdivision (b) which states “/f, pursuant to this
Section, a fee is required, the governing board of the district shall decide the amount of
the fee, if any, that a part-time student is required to pay. The governing board may
decide whether the fee shall be mandatory or optional.”
Parameters and Guidelines

This Controller states that the “Parameters and Guidelines requires that the
district deduct authorized health fees from claimed costs.” The parameters and
guidelines do not state this but instead state:

“Any offsetting savings that the claimant experiences as a direct result of
this statute must be deducted from the costs claimed. In addition,
reimbursement for this mandate received from any source, e.g., federal, state,
etc., shall be identified and deducted from this claim. This shall include the
amount of [student fees] as authorized by Education Code Section 72246(a)".”

In order for the district to “experience” these “offsetting savings” the district must

actually have collected these fees. Student fees actually collected must be used to

offset costs, but not student fees that could have been collected and were not. The use

3 Former Education Code Section 72246 was repealed by Chapter 8, Statutes of
1993, Section 29, and was replaced by Education Code Section 76355.
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of the term “any offsetting savings” further illustrates the permissive nature of the fees.
Government Code Section 17514

The Controller relies upon Government Code Section 17514 for the conclusion -
that “[t]o the extent community college districts can charge a fee, they are not required
to incur a cost.” Government Code Section 17514, as added by Chapter 1459, Statutes
of 1984, actually states:
“ Costs mandated by the state” means any increased costs which a local
agency or school district is required to incur after July 1, 1980, as a result of any
statute enacted on or after January 1, 1975, or any executive order
implementing any statute enacted on or after January 1, 1975, which mandates
a new program or higher level of service of an existing program within the
meaning of Section 6 of Article XIlI B of the California Constitution.”
There is nothing in the language of the statute regarding the authority to charge a fee,
any nexus of fee revenue to increased cost, nor any language which describes the
legal effect of fees collected.
Government Code Section 17556

The Controller relies upon Government Code Section 17556 for the conclusion
that “the COSM shall not find costs mandated by the State if the school district has the
authority to levy fees to pay for the mandated program or increased level of service.”
Government Code Section 17556 as last amended by Chapter 589/89 actually states:

"The commission shall not find costs mandated by the state, as defined in
Section 17514, in any claim submitted by a local agency or school district, if after
a hearing, the commission finds that:

(d) The local agency or school district has the authority to levy service

charges, fees, or assessments sufficient to pay for the mandated program or
increased level of service. ..."
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17



10

11

12

13

14

15

16

17

18

19

20

21

Incorrect Reduction Claim of Long Beach Community College District
1/84; 1118/87 Health Fee Elimination

The Controller misrepresents the law. Government.Code Section 17556 prohibits the
Commission on State Mandates from finding costs subject to reimbursement, that is,
approving a test claim activity for reimbursement, where there is authority to levy fees
in an amount sufficient to offset the entire mandated costs. Here, the Commission has
already approved the test claim and made a finding of a new program or higher level of
service for which the claimants do not have the ability to levy a fee in an amount
sufficient to offset the entire mandated costs.
Student Health Services Fee Amount

The Controller asserts that the district should have collected a student health
service fee each semester from non-exempt students in the amount of $9 or $12,
depending on the fiscal year and whether the student is enrolled full time or part time.
Districts receive notice of these fee amounts from the Chancellor of the California
Community Colléges. An example of one such notice is the letter dated March 5, 2001,
attached as Exhibit “F.” While Education Code Section 76355 provides for an
increase in the student health service fee, it did not grant the Chancellor the authority
to establish mandatory fee amounts or mandatory fee increases. No state agency was
granted that authority by the Education Code, and no state agency has exercised its
rulemaking authority to establish mandatory fees amounts. It should be noted that the
Chancellor’s letter properly states that increasing the amount of the fee is at the option
of the district, and that the Chancellor is not asserting that authority. Therefore, the

Controller cannot rely upon the Chancellor’s notice as a basis to adjust the claim for
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“collectible” student health services fees.
Fees Collected vs. Fees Collectible

This issue is one of student health fees revenue actually received, rather than
student health fees which might be collected. The Commission determined, as stated
in the parameters and guidelines that the student fees “experienced” (collected) would
reduce the amount subject to reimbursement. Student fees not collected are student
fees not “experienced’ and as such should not reduce reimbursement. Further, the
amount ‘collectible” will never equal actual revenues collected due to changes in
student’s BOGG eligibility, bad debt accounts, and refunds.

Because districts are not required to collect a fee from students for student
health services, and if such a fee is collected, the amount is to be determined by the
District and not the Controller, the Controller’s adjustment is without legal basis. What
claimants are required by the parameters and guidelines to do is to reduce the amount
of their claimed costs by the amount of student health services fee revenue actually
received. Therefore, student health fees are merely collectible, they are not
mandatory, and it is inappropriate to reduce claim amounts by revenues not received.
Finding 4: Understated expenditures and offsetting reimbursements

This adjustment is not material and is not disputed by the district.

Statute of Limitations for Audit

This issue is not a finding of the Controller. The District asserts that the first
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year of the two claims audited, FY 2001-02, is beyond the statute of limitations for audit
when the Controller completed its audit on April 27, 2005. The District raised this issue
at the beginning of the audit and in its letter dated February 23, 2005 in response to the

draft audit report.

Chronology of Claim Action Dates

December 6, 2002 FY 2001-02 claim filed by the District (certified mail)
August 18, 2004 Entrance conference date.

December 31, 2004 FY 2001-02 statute of limitations for audit expires
April 27, 2005 Controller’s final audit report issued

The District’s fiscal year 2001-02 claim was mailed to the Controller on
December 6, 2002. According to Government Code Section 17558.5, this claim is
subject to audit no later than December 31, 2004. The audit was not completed by this
date. Therefore, the audit adjustments for Fiscal Year 2001-02 are barred by the
statute of limitations set forth in Government Code Section 17558.5.

In its final audit report, the Controller responded as follows: The claim was filed
in December 2002. The audit was initiated on August 18, 2004, which is prior to the
statutory deadline fo December 2004.” Note that the Controller considers the audit
“initiated” on the date of the entrance conference. Thus, the Controller is thus
asserting that date when the audit was “initiated’ is relevant to the period of limitations,
and not the date of the audit report. In any case, a review of the legislative history of

Government Code Section 17558.5 indicates that the matter of the audit “initiation” date
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Incorrect Reduction Claim of Long Beach Community College District
1/84; 1118/87 Health Fee Elimination

is not relevant to any fiscal year claims which are the subject of this audit.
Statutory History
Prior to January 1, 1994, no statute specifically governed the statute of
limitations for audits of mandate reimbursement claims. Statutes of 1993, Chapter 906,
Section 2, operative January 1, 1994, added Government Code Section 17558.5 to
establish for the first time a specific statute of limitations for audit of mandate
reimbursement claims:
“(@) A reimbursement claim for actual costs filed by a local agency or school
district pursuant to this chapter is subject to audit by the Controller no later than
four years after the end of the calendar year in which the reimbursement claim is
filed or last amended. However, if no funds are appropriated for the program for
the fiscal year for which the claim is made, the time for the Controller to initiate
an audit shall commence to run from the date of initial payment of the claim.”
Thus, there are two standards. A funded claim is “subject to audit” for four years after
the end of the calendar year in which the claim was filed. An “unfunded” claim must
have its audit “initiated” within four years of first payment.
Statutes of 1995, Chapter 945, Section 13, operative July 1, 1996, repealed and
replaced Section 17558.5, changing only the period of limitations:
“(a) A reimbursement claim for actual costs filed by a local agency or school
district pursuant to this chapter is subject to audit by the Controller no later than
two years after the end of the calendar year in which the reimbursement claim is
filed or last amended. However, if no funds are appropriated for the program for
the fiscal year for which the claim is made, the time for the Controller to initiate
an audit shall commence to run from the date of initial payment of the claim.”

FY 2001-02 is subject to the two-year statute of limitations established by Chapter

945/95. FY 2001-02 was beyond audit when the audit report was issued. Since funds
18
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were appropriated for the program for all the fiscal years which are the subject of the
audit, the alternative measurement date is not applicable, and the potential factual
issue of when the audit is initiated is not relevant. The FY 2001-02 claim is subject to
this statute, since the claim was filed in December 2002.

Statutes of 2002, Chapter 1128, Section 14.5, operative January 1, 2003
amended Section 17558.5 to state:

“(a) A reimbursement claim for actual costs filed by a local agency or school
district pursuant to this chapter is subject to the initiation of an audit by the

Controller no later than_three years after the end-of the-calendar-yearin-which

the date that the actual reimbursement claim is filed or last amended, whichever

is later. However, if no funds are appropriated or no payment is made to a

claimant for the program for the fiscal year for which the claim is made filed, the

time for the Controller to initiate an audit shall commence to run from the date of
initial payment of the claim.”

The FY 2002-03 claim is subject to this statute, since the claim was filed in
January 2004. However, the District does not allege a statute of limitations problem for
FY 2002-03. The amendment is pertinent since it indicates this is the first time that the
factual issue of the date the audit is “initiated” for mandate programs for which funds
are appropriated is introduced. Therefore, at the time the claim is filed, it is impossible
for the claimant to know when the statute of limitations will expire, which is contrary to
the purpose of a statute of limitations.

Statutes of 2004, Chapter 890, Section 18, operative January 1, 2005 amended
Section 17558.5 to state:

“(@a) A reimbursement claim for actual costs filed by a local agency or school
district pursuant to this chapter is subject to the initiation of an audit by the

19
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Controller no later than three years after the date that the actual reimbursement
claim is filed or last amended, whichever is later. However, if no funds are
appropriated or no payment is made to a claimant for the program for the fiscal
year for which the claim is filed, the time for the Controller to initiate an audit
shall commence to run from-the date of initial payment of the claim. In any case,

an audit shall be completed not later than two years after the date that the audit
is commenced.”

None of the fiscal period claims which are the subject of the audit are subject to
this amended version of Section 17558.5. The amendment is pertinent since it
indicates this is the first time that the Controller audits may be completed at a time
other than the stated period of limitations.

Initiation of An Audit

The audit rebort states that the Controller’s staff “initiated the audit’ with the
entrance conference on August 18, 2004. Initiation of the audit is not relevant to the
annual claims which are the subject of this incorrect reduction claim. The words
“initiate an audit” are used only in the second sentence of Section 17658.5, that is, in a
situation when no funds are appropriated for the program for the fiscal year for which
ihe claim is made. Then, and only then, is the Controller authorized to “initiate an
audit” within two years from the date of initial payment. The claim at issue here were
not subject to the “no funds appropriated” provision, they were subject only to the first
sentence of the statute, i.e., they was only “subject to audit” through December 2004.
The words of the statute are quite clear and unambiguous:}this claim is no longer
subject to audit after December 31, 2004. The unmistakable language of Section

17558.5 is confirmed by the later actions of the Legislature. Chapter 1128, Statutes of
20
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2002, amended subdivision (a) of Government Code Section 17558.5 to change the
“subject to audit” language of the first sentence to “subject to the initiation of an audit.”
Had the Legislature intended the former Section to mean “subject to the initiation of an
audit,” there would have been no need to amend the statute to now say “subject to the
initiation of an audit.”

The Controller did not complete the audit within the statutory period allowed for
the first fiscal year claim included in this audit. The date the audit was “initiated” is not
relevant, only the date the audit was completed as evidenced by the (final) Controller’s
audit report. The audit findings are therefore void for the FY 2001-02 claim.

PART VIIl. RELIEF REQUESTED

The District filed its annual reimbursement claims within the time limits
prescribed by the Government Code. The amounts claimed by the District for
reimbursement of the costs of implementing the program imposed by Chapter 1,
Statutes of 1984, 2nd E.S., Chapter 1118, Statutes of 1987, and Education Code
Section 76355 represent the actual costs incurred by the District to carry out this
program. These costs were properly claimed pursuant to the Commission’s parameters
and guidelines. Reimbursement of these costs is required under Article XIIIB, Section
6 of the California Constitution. The Controller denied reimbursement without any
basis in law or fact. The District has met its burden of going forward on this claim by
complying with the requirements of Section 1185, Title 2, California Code of

Regulations. Because the Controller has enforced and is seeking to enforce these
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adjustments without benefit of statute or regu.lation, the burden of proof is now upon the
Controller to establish a legal basis for its actions.

The District requests that the Commission make findings of fact and law on each
and every adjustment made by the Controller and each and every procedural and
jurisdictional issue raised in this claim, and order the Controller to correct its audit
report findings therefrom.

/
/
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Jim L. Spano, Chief
Compliance Audits Bureau
May 20, 2004

PART IX. CERTIFICATION
By my signature below, | hereby declare, under penalty of perjury under the laws
of the State of California, that the information in this incorrect reduction claim
submission is true and complete to the best of my own knowledge or information or
belief, and that the attached documents are true and correct copies of documents

received from or sent by the state agency which originated the document.

Exmmgust 30 at Long Beach, California, by
ol Yot

Irma Ramos, Administrative Dean

Long Beach Community College District
4901 East Carson Street

Long Beach, CA 90808

Voice: 562-938-4095

Fax: 562-938-4364

E-Mail: iramos@Ilbcc.edu

APPOINTMENT OF REPRESENTATIVE

Long Beach Community College District appoints Keith B. Petersen, SixTen and
Associates, as its representative for this incorrect reduction claim.

g m | £-20-05
Irma Ramos, Administrative Dean , Date
Long Beach Community College District

Attachments: .

Exhibit “A” SCO Legal Counsel's Letter of June 15, 2004

Exhibit “B” Parameters and Guidelines as amended May 25, 1989
Exhibit “C” Controller’s Claiming Instructions September 1997
Exhibit “D” SCO Audit Report date April 27, 2004

Exhibit “E” Claimant’s Letter dated February 23, 2005

Exhibit “F” Chancellor’s Letter dated March 5, 2001
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STEVE WESTLY
California State Controller

EUJ:;‘GL,)S Q " i"JLS

July 15, 2004 -

Mike Brandy, Vice Chancellor

Foothill-De Anza Community College District
12345 El Monte Road

Los Altos, CA 94022

Re: Foothill-De Anza Community College District Audit
Dear Mr. Brandy:

This is in response to your letter to me dated May 13, 2004 concerning the Controller s
Audit of the Health Fee claim.

The Controller’s informal audit review process was established to resolve factual disputes
where no other forum for resolution, other than a judicial proceeding, is available.

The proper forum for resolving issues involving mandated cost programs is through the
incorrect reduction process through the Commission on State Mandates. As such, thls
office will not be scheduling an informal conference for this matter.

 However, in light of the concerns expressed in your letter concerning the auditors
assigned and the validity of the findings, I am forwarding your letter to Vince Brown,

Chief Operating Officer, for his review and response.

If you have any questions you may contact Mr. Vince BroWn at (916) 445-2038.-

Chlef Coun el

RJC/st '

cc:  Vincent P. Brown, Chief Operating Officer, State Controller’s Office
Jeff Brownfield, Chief, Division of Audits, State Controller’s Office

300 Canitol Mall Snite 1850 Sacramentn CA 05828 P.O Rox 047850 Sacramenta (A 04750
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‘Adopted: 8/27/87
Amended: 5/25/89

PARAMETERS AND GUIDELINES
Chapter 1, Statutes of 1984, 2nd E.S. .
: Chapter 1118, Statutes of 1987

Health Fee Elimination

I. SUMMARY OF MANDATE

Chapter 1, Statutes of 1984, 2nd E.S. repealed Education Code Section
72246 which had authorized community college districts to charge a
health fee for the purpose of providing health supervision and services,
direct and indirect medical and hospitalization services, and operation
of student health centers. This statute also required that health
services for which a community college district charged a fee during the
1983-84 fiscal year had to be maintained at that Jevel in the 1984-85
fiscal year and every year thereafter. The provisions of this statute
would automatically repeal on December 31, 1987, which would reinstate
“the community colleges districts' authority to charge a health fee as
specified. : ' :

Chapter 1118, Statutes of 1987, amended Education Code section 72246 to
require any community college district that provided health services in
1986-87 to maintain health services at the level provided during the
1986-87 fiscal year in 1987-88 and each fiscal year thereafter.

I1. COMMISSION ON STATE MANDATES' DECISION

At its hearing on November 20, 1986, the Commission on State Mandates
determined that Chapter 1, Statutes of 1984, 2nd E.S. imposed a "new
program" upon community college districts by requiring any community
college district which provided health services for which it was
authorized to charge a fee pursuant to former Section 72246 in the
1983-84 fiscal year to majrtdin health services at the Tevel provided
during the 1983-84 fiscal year in the 1984-85 fiscal year and each

' fiscal year thereafter. This maintenance of effort requirement applies
to all community college districts which levied a health services fee in
the 1983-84 fiscal year, regardless of the extent to which the health
services fees collected offset the actual costs of providing health
services at the 1983-84 fiscal year level.

At its hearing of April 27, 1989, the Commission determined that Chapter.
1118, Statutes of 1987, amended this maintenance of effort requirement
to apply to all community college districts which provided health
services in fiscal year 1986-87 and required them to maintain that level
in fiscal year 1987-88 and each fiscal year thereafter. : :

T11. ELIGIBLE CLAIMANTS

Cbmmunity college districts which provided health services in 1986-87
fiscal year and continue to provide the same services as a result of
this mandate are eligible to claim reimbursement of those costs.

30




IV. PERIOD OF REIMBURSEMENT

Chapter 1, Statutes of 1984, 2nd E.S., became effective July 1, 1984.
Section 17557 of the Government Code states that a test claim must be
submitted on or before November 30th following a given fiscal year to
establish for that fiscal year. The test claim for this mandate was
filed on November 27, 1985; therefore, costs incurred on or after

July 1, 1984, are reimbursable. Chapter 1118, Statutes of 1987, became
effective January 1, 1988. Title 2, California Code of Regulations,
section 1185.3(a) states that a parameters and guidelines.amendment
filed before the deadline for initial claims as specified in the
Claiming Instructions shall apply to all years eligible for
reimbursement as defined in the original parameters and guidelines;
therefore, costs incurred on or after January 1, 1988, for Chapter 1118,
Statutes of 1987, are reimbursable.

Actual costs for one fiscal year should be included in each claim.
Estimated costs for the subsequent year may be included on the same
claim if applicable. Pursuant to Section 17561(d)(3) of the Government
Code, all claims for reimbursement of costs shall be submitted within
120 days of notification by the State Controlier of the enactment of the
claims bill.

If the total costs for a given fiscal year do not exceed $200, no

reimbursement shall be allowed, except as otherwise allowed by
Government Code Section 17564.

Y. REIMBURSABLE COSTS

A. Scope of Mandate

Eligible community college districts shall be reimbursed for the
costs of providing a health services program. Only services provided
in 1986-87 fiscal year may be claimed. :

B. Reimbursable Activities. ..

For each eligible claimant, the following cost items are reimbursable
to the extent they were provided by the community college district in
fiscal year 1986-87:

ACCIDENT REPORTS

APPOINTMENTS
College Physician - Surgeon
Dermatology, Family Practice, Internal Medicine

Qutside Physician
Dental Services
Qutside Labs (X-ray, etc.)
Psychologist, full services

- Cancel/Change Appointments
R.N.
Check Appointments
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ASSESSMENT, INTERVENTION & COUNSELING
Birth Control
Lab Reports
Nutrition
Test Results (office)
VD
Other Medical Problems
cD
URI
ENT
Eye/Vision
Derm./Allergy
Gyn/Pregnancy Service
Neuro -
Ortho

Stress Counseling

Crisis Intervention

Child Abuse Reporting and Counseling
Substance Abuse Identification and Counseling
Aids

Eating Disorders

Weight Control

Personal Hygiene

Burnout

EXAMINATIONS (Minor I1lnesses)
Recheck Minor Injury

HEALTH TALKS OR FAIRS - INFORMATION
Sexually Transmitted Disease
Drugs
Aids
Child Abuse L
Birth Control/Family Planning
Stop Smoking
Etc. .

Library - videos and cassettes

FIRST AID (Major Emergencies)
FIRST AID (Minor Emergencies)
FIRST AID KITS (Filled)
IMMUNIZATIONS
Diptheria/Tetanus
Measles/Rubella

Influenza
Information
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INSURANCE
On Campus Accident
Voluntary
Insurance Inquiry/Claim Administration

LABORATORY TESTS DONE
Inquiry/Interpretation
Pap Smears

PHYSICALS
‘Employees .
Students
Athletes

MEDICATIONS (dispensed OTC for misc. illnesses)
Antacids
Antidiarrhial
Antihistamines
Aspirin, Tylenol, etc.
Skin rash preparations
Misc.
Eye drops
Ear drops
Toothache - 0i1 cloves
Stingkill
Midol - Menstrual Cramps

PARKING CARDS/ELEVATOR KEYS
Tokens
Return card/key
Parking inquiry
Elevator passes
Temporary handicapped parking permits

REFERRALS TO OUTSIDE AGENCIES
Private Medical Doctor ,
Health Department o
Clinic
Dental
Counseling Centers
Crisis Centers
Transitional Living Facilities (Battered/Homeless Women)
Family Planning Facilities .
Other Health Agencies

TESTS

Blood Pressure

Hearing

Tuberculosis
Reading
Information

Vision

Glucometer

Urinalysis
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Hemogiobin
E.K.G. ,
Strep A testing
P.G. testing
Monospot
Hemacult

Misc.

MISCELLANEOUS
Absence Excuses/PE Waiver
Allergy Injections
Bandaids
Booklets/Pamphliets -
Dressing Change
Rest
Suture Removal
Temperature
Weigh
Misc.
Information
Report/Form
Wart Removal

COMMITTEES
Safety
Environmental
Disaster Planning

SAFETY DATA SHEETS
Central file

X-RAY SERVICES
COMMUNICABLE DISEASE CONTROL
BODY FAT MEASUREMENTS

MINOR SURGERIES

SELF-ESTEEM GROUPS
MENTAL - HEALTH CRISIS

AA GROUP

ADULT CHILDREN OF ALCOHOLICS GROUP

WORKSHOPS
Test Anxiety
Stress Management
Communication Skills
Weight Loss
Assertiveness Skills
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VI. CLAIM PREPARATION

Each claim for reimbursement pursuant to this mandate must be timely
filed and set forth a 1ist of each item for which reimbursement is
claimed under this mandate.

A. Description of Activity

1. Show the total number of full-time students enrolled per
semester/quarter.

2. Show the total number of full-time students enrolled in the summer
program. ’

3. Show the total number of part-time students enrolled per
semester/quarter.

4. Show the total number of part-time students enrolled in the summer
program.

B. Actual Costs of Claim Year for Providing 1986-87 Fiscal Year Program
Level of Service .

Claimed costs should be supported by the following information:

1. Employee Salaries and Benefits

Identify the employee(s), show the classification of the
employee(s) involved, describe the mandated functions performed
and specify the actual number of hours devoted to each function,
the productive hourly rate, and the related benefits. The average
number of hours devoted to each function may be claimed if
supported by a documented time study.

2. Services and Supplies
Only expenditures which can be identified as a direct cost of the
mandate can be claifed. List cost of materials which have been
consumed or expended specifically for the purpose of this mandate.
3. Allowable Overhead Cost

Indirect costs may be claimed in the manner described by the State
Controller in his claiming instructions. :

VII. SUPPORTING DATA

For auditing purposes, all costs claimed must be traceable to source
documents and/or worksheets that show evidence of the validity of such
costs. This would include documentation for the fiscal year 1986-87
program to substantiate a maintenance of effort. These documents must
be kept on file by the agency submitting the claim for a period of no
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VIII.

IX.

0350d

-7 -

less than three years from the date of the final payment of the claim
pursuant to this mandate, and made available on the request of the State

Controller or his agent. :

OFFSETTING SAVINGS .AND OTHER REIMBURSEMENTS

Any offsetting savings the claimant experiences as a direct result of
this statute must be deducted from the costs claimed. In addition,
reimbursement for this mandate received from any source, e.g., federal,
state, etc., shall be identified and deducted from this claim. This
shall include the amount of $7.50 per full-time student per semester,
$5.00 per full-time student for summer school, or $5.00 per full-time
student per quarter, as authorized by Education Code section 72246(a).
This shall also include payments (fees) received from individuals other
than students who are not covered by Education Code Section 72246 for

health services.

REQUIRED CERTIFICATION

The following certification must accompany the claim:
I DO HEREBY CERTIFY under penalty of perjury:
THAT the foregbing is true and correct:

THAT Section 1090 to 1096, inclusive, of the Government Code and
other applicable provisions of the law have been complied with;

and

THAT 1 am the person authorized by the local agency to file claims
for funds with the State of California.

Signature of Authorized Répresentative Date

Title Telephone No.
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State Controller's Office School Mandated Cost Manual

HEALTH FEE ELIMINATION

1. Summary of Chapters 1/84, 2nd E.S., and Chapter 1118/87

Chapter 1, Statutes of 1984, 2nd E.S., repealed Education Code § 72246 which authorized
community college districts to charge a fee for the purpose of providing health supervision
and services, direct and indirect medical and hospitalization services, and operation of
student health centers. The statute also required community college districts that charged
afee in the 1983/84 fiscal year to maintain that level of health services in the 1984/85
fiscal year and each fiscal year thereafter. The provisions of this statute would
automatically repeal on December 31, 1987, which would reinstate the community coliege
districts' authority to charge a health fee as specified.

Chapter 1118, Statutes of 1987 amended Education Code § 72246 to require any
community college district that provided health services in the 1986/87 fiscal year to
maintain health services at that level in the 1986/87 fiscal year and each fiscal year
thereafter. Chapter 8, Statutes of 1993, has revised the numbering of § 72246 to § 76355.

2. Eligible Claimants

Any community college district incurring increased costs as a result of this mandate is
eligible to claim reimbursement of these costs.

3. Appropriations

To determine if current funding is available for this program, refer to the schedule
"Appropriations for State Mandated Cost Programs" in the "Annual Claiming Instructions for
State Mandated Costs" issued in mid-September of each year to community college
presidents. :

4, Types of Claims

A.

Reimbursement and Estimated Claims

A claimant may file a reimbursement claim and/or an estimated claim. A
reimbursement claim details the costs actually incurred for a prior fiscal year. An
estimated claim shows the costs to be incurred for the current fiscal year.

Minimum Claim:

Section 17564(a), Govenment Code, provides that no claim shall be filed pursuant to
Section 17561 unless such a claim exceeds $200 per program per fiscal year. -

5. Filing Deadline

(1) Refer to item 3 "Appropriations” to determine if the program is funded for the current
fiscal year. If funding is available, an estimated claim must be filed with the State
Controller’s Office and postmarked by November 30, of the fiscal year in which costs
are to be incurred. Timely filed estimated claims will be paid before late claims.

After having received payment for an estimated claim, the claimant must file a
reimbursement claim by November 30, of the following fiscal year regardiess
whether the payment was more or less than the actual costs. If the local agency
falls to file a reimbursement claim, monies received must be retumed to the
State. If no estimated claim was filed, the local agency may file a reimbursement

Revised 9/97

Chapters 1/84 and 1118/87, Page 1 of 3
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claim detailing the actual costs incurred for the fiscal year, provided there was an
appropriation for the program for that fiscal year. (See item 3 above).

(2) Areimbursement claim detailing the actual costs must be filed with the State
Controller's Office and postmarked by November 30 following the fiscal year in which
costs were incurred. - If the claim is filed after the deadline but by November 30 of the
succeeding fiscal year, the approved claim must be reduced by a late penalty of 10%,

notto exceed $1,000. Claims filed more than one year after the deadiine will not be
accepted.

6. Reimbursable Components

Eligible claimants will be reimbursed for health service costs at the level of service
provided in the 1986/87 fiscal year. The reimbursement will be reduced by the amount of
student health fees authorized per the Education Code § 76355,

After January 1, 1993, pursuant to Chapter 8, Statutes of 1993, the fees students were
required to pay for health supervision and services were not more than:

$10.00 per semester

$5.00 for summer school

$5.00 for each quarter

Beginning with the summer of 1897, the fees are:
. $11.00 per semester

$_$.00 for summer school or

$8.00 for each quarter

The district may increase fees by the same percentage increase as the Implicit Price
Defiator (IPD) for the state and local govemment purchase of goods and services.
Whenever the IPD calculates an increase of one dollar ($1) above the existing amount, the
fees may be increased by one dollar ($1).

7. Reimbursement Limitations

A. Ifthe level at which health services were provided during the fiscal year of
reimbursement is less than the level of health services that were provided in the
1986/87 fiscal year, no reimbursement is forthcoming.

B.  Any offsetting savings or reimbursement the claimant received from any source (e.g.
federal, state grants, foundations, etc.) as a result of this mandate, shall be identified
and deducted so only net local costs are claimed.

8. Claiming Forms and Instructions

The diagram "lllustration of Claim Forms" provides a graphical presentation of forms
required fo be filed with a claim. A claimant may submit a computer generated report in
substitution for forms HFE-1.0, HFE-1.1, and form HFE-2 provided the format of the report
and data fields contained within the report are identical to the claim forms included in these
instructions. The claim forms provided with these instructions should be duplicated and
used by the claimant to file estimated and reimbursement claims. The State Controller's
Office will revise the manual and claim forms as necessary. In such instances, new
replacement forms will be mailed to claimants.

- Chapters 1/84 and 1118/87, Page 2 of 3 Revised 9/97
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State Controller's Office School Mandated Cost Manual
A. Form HFE- 2, Health Services

This form is used to list the health services the community college provided during the
1986/87 fiscal year and the fiscal year of the reimbursement claim.,

B. Form HFE-1.1, Claim Summary

This form is used to compute the allowable increased costs anindividual college of
the community college district has incurred to comply with the state mandate. The
level of health services reported on this form must be supported by official financial
records of the community college district. A copy of the document must be submitted
with the claim. The amount shown on line (13) of this form is carried to form HFE-1.0.

C. Form HFE-1.0, Ciaim Summary

This form is used to list the individual colleges that had increased costs due to the
state mandate and to compute a total claimable cost for the district. The "Total
Amount Claimed", line (04) on this form is carried forward to form FAM-27, line 13, for
the reimbursement claim, or line (07) for the estimated claim.

D. - Form FAM-27, Claim for Payment
This form contains a certification that must be signed by an authorized representative

of the local agency. All applicable information from form HFE-1.0 and HFE 1.1 must

be carried forward to this form for the State Controlier's Office to process the claim for
payment. '

lllustration of Claim Forms

Form HFE-2

Health
Services

Forms HFE-1.1, Claim Summary

Complete a separate form HFE-1.1 for sach
college for which costs are claimed by the
community college district.

Form HFE-1.1

Component/ <
Activity

- Cost Detail

v

Form HFE-1.0

Claim Summary

|

FAM-27
Claim
for Payment

Revised 9/97 ' N - Chapters 1/84 and 1118/87, Page 3 of 3
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COLLEGE DISTRICT

Audit Report
HEALTH FEE ELIMINATION PROGRAM

Chapter 1, Statutes of 1984, pnd Extraordinary Session,
and Chapter 1118, Statutes of 1987

July 1, 2001, thrqugh June 30, 2003

STEVE WESTLY

California State Controller

April 2005
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STEVE WESTLY
Talifornia ﬁiatg @ontroller

April 27, 2005

Jan Kehoe, Ed.D.
Superintendent-President

Long Beach Community College District
4901 East Carson Street

Long Beach, CA 90808

Dear Dr. Kehoe:

The State Controller’s Office audited the claims filed by Long Beach Community College
District for costs of the legislatively mandated Health Fee Elimination Program (Chapter 1,
Statutes of 1984, 2™ Extraordinary Session, and Chapter 1118, Statutes of 1987) for the perlod
of July 1, 2001, through June 30, 2003.

The district claimed $516,978 for the mandated program. Our audit disclosed that $50,349 is
allowable and $466,629 is unallowable. The unallowable costs occurred primarily because the
district overstated its indirect cost rates, understated authorized health service fees, and claimed
unallowable costs. The State paid the district $25,457. The State will pay allowable costs
claimed that exceed the amount paid, totaling $24,892, contingent upon available appropriations.

If you disagree with the audit findings, you may file an Incorrect Reduction Claim (IRC) with
the Commission on State Mandates (COSM). The IRC must be filed within three years
following the date that we notify you of a claim reduction. You may obtain IRC information at
COSM’s Web site at www.csm.ca.gov (Guidebook link), and obtain IRC forms by telephone at
(916) 323-3562 or by e-mail at csminfo@csm.ca.gov.

If you have any questions, please contact Jim L. Spano, Chief, Compliance Audits Bureau at
(916) 323-5849.

Sincerely,

Utoneindb B B

VINCENT P. BROWN
Chief Operating Officer

VPB:JVB/ams
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Jan Kehoe, Ed.D. -2-

cc: Irma Ramos ,
Administrative Dean
Human Resources
Long Beach Community College District
Ed Monroe, Program Assistant
Fiscal Accountability Section
Chancellor’s Office
California Community Colleges
Jeannie Oropeza, Program Budget Manager
Education Systems Unit
Department of Finance
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Long Beach Community College District

Health Fee Elimination Program
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Long Beach Community College District

Health Fee Elimination Program

Audit Report -

Summary

Background

The State Controller’s Office (SCO) audited the claims filed by

Long Beach Community College District for costs of the legislatively

mandated Health Fee Elimination Program (Chapter 1, Statutes of 1984,
2™ Extraordinary Session (E.S.), and Chapter 1118, Statutes of 1987) for
the period of July 1, 2001, through June 30, 2003. The last day of
fieldwork was October 14, 2004.

The district claimed $516,978 for the mandated program. The audit
disclosed that $50,349 is allowable and $466,629 is unallowable. The
unallowable costs occurred primarily because the district overstated its
indirect cost rates, understated authorized health services fees, and
claimed unallowable costs. The State paid the district $25,457. The State
will pay allowable costs claimed that exceed the amount paid, totaling
$24,892, contingent upon available appropriations.

Education Code Section 72246 (repealed by Chapter 1, Statutes of 1984, -

2" E.S.) authorizes community college districts to charge a health fee for
providing health supervision and services, direct and indirect medical
and hospitalization services, and operation of student health centers. This
statute also required that health services for which a community college
district charged a fee during fiscal year (FY) 1983-84 had to be
maintained at that level in FY 1984-85 and every year thereafter. The
provisions of this statute would automatically sunset on December 31,
1987, reinstating the community college districts’ authority to charge a
health fee as specified.

Education Code Section 72246 (amended by Chapter 1118, Statutes of
1987) requires any community college district that provided health

services in FY 1986-87 to maintain health services at the level provided .

during that year in FY 1987-88 and each fiscal year thereafter.

On November 20, 1986, the Commission on State Mandates (COSM)
determined that Chapter 1, Statutes of 1984, 2" E.S., imposed a “new
program” upon community college districts by requiring any community
college district that provided health services for which it was authorized
to charge a fee pursuant to former Education Code Section 72246 in
FY 1983-84 to maintain health services at the level provided during that
year in FY 1984-85 and each fiscal year thereafter. This maintenance-of-
effort requirement applies to all community college districts that levied a
health services fee in FY 1983-84, regardless of the extent to which the
health services fees collected offset the actual costs of providing health
services at the FY 1983-84 level.

On April 27, 1989, COSM determined that Chapter 1118, Statutes of
1987, amended this maintenance-of-effort requirement to apply to all
community college districts that provided health services in FY 1986-87,
requiring them to maintain that level in FY 1987-88 and each fiscal year
thereafter.
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' Long Beach Community College District

Health Fee Elimination Program

Objective,
Scope, and
Methodology

Conclusion

Parameters and Guidelines establishes state mandate and defines
reimbursement criteria. COSM adopted Parameters and Guidelines on
August 27, 1987, and amended it on May 25, 1989. In compliance with
Government Code Section 17558, the SCO issues claiming instructions
for mandated programs, to assist school districts in claiming
reimbursable costs.

We conducted the audit to determine whether costs claimed represent
increased costs resulting from the Health Fee Elimination Program for
the period of July 1, 2001, through June 30, 2003.

Our audit scope included, but.,was not limited to, determining whether
costs claimed were supported by appropriate source documents, not
funded by another source, and not unreasonable and/or excessive.

We conducted the audit according to Government Auditing Standards,
issued by the Comptroller General of the United States, and under the
authority of Government Code Section 17558.5. We did not audit the
district’s financial statements. We limited our audit scope to planning
and performing audit procedures necessary to obtain reasonable
assurance that costs claimed were allowable for reimbursement.
Accordingly, we examined transactions, on a test basis, to determine
whether the costs claimed were supported.

We limited our review of the district’s internal controls to gaining an
understanding of the transaction flow and claim preparation process as
necessary to develop appropriate auditing procedures.

We asked the district’s representative to submit a written representation
letter regarding the district’s accounting procedures, financial records,
and mandated cost claiming procedures, as recommended by
Government Auditing Standards. However, the district declined our
request.

"Our audit disclosed instances of noncompliance with the requirements

outlined above. These instances are described in the accompanying
Summary of Program Costs (Schedule 1) and in the Findings and
Recommendations section of this report.

For the audit period, Long Beach Community College District claimed
$516,978 for Health Fee Elimination Program costs. Our audit disclosed
that $50,349 is allowable and $466,629 is unallowable.

For FY 2001-02, the State paid the district $25,457. Our audit disclosed
that $50,349 is allowable. The State will pay allowable costs claimed that
exceed the amount paid, totaling $24,892, contmgent upon available
appropriations.

For FY 2002-03, the State made no, payment to the district. The audit
disclosed that none of the costs claimed is allowable.
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- Long Beach Community College District

Health Fee Elimination Program

EETIL

Views of
Responsible
Official

Restricted Use

We issued a draft audit report on February4, 2005. Irma Ramos,
Administrative Dean, Human Resources, responded by letter dated
February 23, 2005 (Attachment), disagreeing with the audit results. The
final audit report includes the district’s response.

Based on the district’s response, Finding 1 reported in the draft report for
$9,222 has been removed from this final report. Consequently,

Findings 1 through 5 in the draft report have been renumbered as

Findings 1 through 4.

Finding 1 stated that pregnancy testing claimed during the audit period
was not offered during the FY 1996-97 base year and, therefore, the costs
were unallowable. The finding was supported by the district’s “Fall 1991
LAC Health Services Semester Report” that stated pregnancy testing was
“now” offered, among other services. Additional evidence was not
available to support that pregnancy testing was not offered in the
FY 1996-97 base year.

This report is solely for the information and use of the Long Beach
Community College District, the California Community Colleges
Chancellor’s Office, the California Department of Finance, and the SCO;
it is not intended to be and should not be used by anyone other than these
specified parties. This restriction is not intended to limit distribution of
this report, which is a matter of public record.
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Long Beach Community College District Health Fee Elimination Program

Schedule 1—
Summary of Program Costs
July 1, 2001, through June 30, 2003

Actual Costs  Allowable Audit

Cost Elements Claimed per Audit  Adjustments _ Reference !

July 1, 2001, through June 30, 2002 7
Salaries and benefits $ 318,568 § 318,568 $ —
Services and supplies 98,913 - 90,493 (8,420) Findings 1, 4
Subtotal | 417,481 409,061 (8,420)
Indirect costs _ 149,291 75,424 (73,867) Findings1,2,4
Total health expenditures 566,772 484,485 (82,287)
Less authorized health fees (321,995)  (432,828)  (110,833) Finding3
Less offsetting savings/reimbursements — 837 (837) Finding 4
Less cost of services in excess of ’

FY 1986-87 services (471) (471) —
Total costs $ 244,306 50,349 $ (193,957)
Less amount paid by the State : (25,457

Allowable costs claimed in excess of (less than) amount paid ~ § 24,892

July 1, 2002, through June 30, 2003

Salaries and benefits $ 342,109 § 342,109 $§ —

Services and supplies 96,417 87,780 (8,637) Finding 1
Subtotal 438,526 429,389 (8,637)

Indirect costs . 148,836 77,522 (71,314) Findings 1,2
Total health expenditures ; 587,362 507,411 . (79,951)

Less authorized health fees (313,843)  (531,252)  (217,409) Finding3
Less offsetting savings/reimbursements (847) (847) —

Total costs 272,672 (24,688)  (297,360)

Adjustment to eliminate negative balance _ 24,688 24,688

Net allowable costs _ $ 272,672 — § 272,672

Less amount paid by the State —

Allowable costs claimed in excess of (less than) amount paid —
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Long Beach Community College District

Health Fee Elimination Program

Schedule 1 (continued)

. Actual Costs
Cost Elements Claimed

Allowable ~  Audit
per Audit Adjustments  Reference !

Summary: July 1, 2001, through June 30, 2003

Salaries and benefits $ 660,677 $ 660,677 $ —
Services and supplies 195,330 178,273 (17,057) Findings 1,4
Subtotal : 856,007 838,950 (17,057)
Indirect costs 298,127 152,946 (145,181) Findings 1,2, 4
Total health expenditures ‘ 1,154,134 991,896 (162,238) .
Less authorized health fees (635,838)  (964,080)  (328,242) Finding3
Less cost of services in excess of v

FY 1986-87 services . a71) @71 —_ :
Less offsetting savings/reimbursements (847) (1,684) (837) Finding 4
Total costs _ 516,978 25,661 (491,317)
Adjustment to eliminate negative balance — 24,688 24,688
Net allowable costs $ 516,978 - 50,349 § (466,629)
Less amount paid by the State (25,457)
Allowable costs claimed in excess of (less than) amount paid $ 24,892

I See the Findings and Recommendations section.
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Zong Beach Community College District : Health Fee Elimination Program

Findings and Recommendations

FINDING 1— The district overclaimed services and supplies costs totaling $17,894
during the audit period. The related unallowable indirect costs totaled

Unallowable services
nafow $6,241, based on claimed indirect cost rates.

and supplies costs ,
The district overclaimed insurance premiums paid for student basic and
catastrophic coverage by $11,869, because it included unallowable

premiums paid for athletic insurance. In addition, the district
inadvertently claimed $6,025 twice for services and supplies.

The following table summarizes. the audit adjustment.

Fiscal Year
2001-02 2002-03 Total

Student insurance premiums $ (5.857) $ (6,012) $ (11,869)
Costs claimed twice (3,400) (2,625) (6,025)
Total direct costs 9,257) 8,637) $ (17,894)
Indirect cost rate claimed x 35.76% x 33.94%

Related indirect costs (3,310) (2,931) $ (6,241)
Total direct costs (from above) (9,257) (8,637) (17,894)
Audit adjustment $ (12,567) $ (11,568) § (24,135)

Parameters and Guidelines states that the cost of insurance is
reimbursable for the following activities: (1) on campus accident,
(2) voluntary, and (3) insurance inquiry/claim administration. '

Education Code Section 76355(d) (formerly Section 72246(2)) states that
athletic insurance is not an authorized expenditure for health services.

Parameters and Guidelines also states that all costs claimed must be
traceable to source documentation that shows evidence of the validity of
such costs. '

Recommendation

We recommend the district ensure that it claims only costs for health
services that are reimbursable under the mandate program. In addition,
the district should ensure that all costs claimed are supported by source
documentation.

District’s Response

The District is still investigating the athletic insurance costs to
determine if the amounts reported in the claim related to basic
insurance costs for students who also were covered by athletic
insurance. However, the final audit report need not be delayed for this
work. '

SCO’s Comment

“The finding and recommendation remain unchanged. The district did not
provide any additional information supporting the allowability of
insurance costs claimed.

51

Steve Westly + California State Controller 6




k|
=
P
-4
3
E
E

Long Beach Community College District

Health Fee Elimination Program

FINDING 2—
Overstated indirect
cost rates claimed

‘The district overstated its indirect cost rates, thus overstating its indirect

costs by $139,093 for the audit period.

The district claimed indirect costs based on indirect cost rate proposals
(ICRPs) prepared for each fiscal year by an outside consultant. However,
the district did not obtain federal approval for its ICRPs. We calculated
indirect cost rates using the methodology allowed by the SCO claiming
instructions. The calculated indirect costs rates did not support the
indirect cost rates claimed. The audited and claimed indirect cost rates
are summarized as follows.

' Fiscal Year
2001-02 2002-03
Allowable indirect cost rate ' v 18.23% 17.96%
Less claimed indirect cost rate (35.76)% (33.94)%
Unsupported indirect cost rate (17.53)% (15.98)%

Based on these unsupported indirect cost rates, we made the following
audit adjustments.

Fiscal Year
2001-02 2002-03 Total
Allowable costs originally claimed $ 403,367 $ 427,927
Unsupported indirect cost rate x(17.53)% x(15.98)%
Audit adjustment § (70,710) $ (68,383) $ (139,093)

" Parameters and Guidelines states that indirect costs may be claimed in

the’ manner described in the SCO claiming instructions. Those
instructions require that districts obtain federal approval of ICRPs
prepared according .to Office of Management and Budget (OMB)
Circular A-21. As an alternative, districts may use form FAM-29C to
compute indirect cost rates. Form FAM-29C uses total expenditures
reported in the California Community College Annual Financial and
Budget Report, Expenditures by Activity (CCFES-311). '

Recommendation

We recommend that the district claim indirect costs based on indirect
cost rates computed in accordance with the SCO claiming instructions.
The district should obtain federal approval for ICRPs prepared in
accordance with OMB Circular A-21. As an alternative, the district
should use Form FAM-29C to prepare ICRPs based on the methodology
allowed in the SCO claiming instructions.

District’s Response

The State Controller asserts that the indirect cost method used by the
District was inappropriate since it was not a cost study specifically
approved by the federal government, which is one of the several
choices allowed by the parameters and guidelines. The parameters and
guidelines do not require that indirect costs be claimed in the manner
described by the State Controller. '

The State Controller’s claiming instructions were never adopted as
rules or regulations, and therefore have no force of law. The burden is
on-the State Controller to show, either factually or as a matter of law,
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' Long Beach Community College District

Health Fee Elimination Program

FINDING 3—
Understated
authorized health fee
revenues claimed

* that the indirect cost rate method used by the District is excessive or

" unreasonable, which is the only mandated cost audit standard in statute
(Government Code Section 17651(d) (2). If the State Controller wishes
to enforce audit standards for mandated cost reimbursement, the State
Controller should comply with the Administrative Procedures Act.

SCO’s Comment

The finding and recommendation remain unchanged. |

Parameters and Guidelines states that indirect costs may be claimed in
the manner described in the SCO’s claiming instructions. Therefore, the
specific directions for the indirect cost rate calculation in the claiming
instructions are an extension of Parameters and ‘Guidelines. The SCO’s
clalmmg instructions state that community colleges have the option of
using a federally approved rate prepared in accordance with OMB
Circular A-21 or the SCO’s alternate methodology using Form
FAM-29C. In this case, the district chose to use indirect cost rates not
approved by a federal agency, which is not an option provided by the
SCO’s claiming instructions.

For the audit period, the district understated authorized health service
fees by $217,409. The district reported actual revenue received rather
than health fees the district was authorized to collect.

The district was unable to retrieve student attendance data from its
computer system that was used to calculate the net health fee revenues
reported in its reimbursement claims for the audit period. At the district’s
recommendation, we recalculated authorized health fee revenues using
the Student Headcount by Enrollment Status for Long Beach Community
College District report available from the California Community
Colleges Chancellor’s Office Web site, as well as district-prepared
reports indicating the number of students who received fee waivers.

Using the student enrollment and exemption data, we calculated the
health fees the district was authorized to collect, as shown in the
following table.

Fall Spring Summer _ Total

Fiscal Year 2001-02

Student enroliment
Less allowable health fee
exemptions (11,295) (11,206) (4,819)

Subtotal 11,862 16,704 10,004
Authorized student health fee ~ x  §(12) x  $(12) x  § (9)

Authorized health service fees  §(142,344) $(200,448) $ (90,036) $(432,828)

$ 23,157 § 27910 $ 14,823

- Fiscal Year 2002-03

Student enrollment $ 29,273 $ 28,939 $ 16,941
Less allowable health fee

exemptions {11,499) (11,991 (4,209)

Subtotal 17,774 16,948 12,732
Authorized student health fee  x  $(12) x  $(12) x $ (9)

. Authorized health service fees  $(213,288) $(203,376) $(114,588) $(531,252)
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‘Long Beach Community College District Health Fee Elimination Program

The following table summarizes the resulting audit adjustment.

Fiscal Year
2001-02 2002-03 Total
Health fee claimed $ 321,995 § 313,843 - $ 635,838
Less authorized health service fees (432,828) (531,252) (964,080)
Audit adjustment $ (110,833) $ (217,409) $§ (328,242)

Parameters and Guidelines requires that the district deduct authorized
health fees from claimed costs. Education Code Section 76355(c)
authorizes health fees for all students except those students who:
(1) depend exclusively on prayer for healing; (2) attend a community
college under an approved apprenticeship training program; or
(3) demonstrate financial need. (Education Code Section 76355(a)
increased authorized health fees by $1 effective with the Summer 2001
session.)

Also, Government Code Section 17514 states that “costs mandated by
the State” means any increased costs that a school district is required to
‘incur. To the extent that community college districts can charge a fee,
they are not required to incur a cost. In addition, Government Code
Section 17556 states that COSM shall not find costs mandated by the
State if the school district has the authority to levy fees to pay for the
mandated program or increased level of service.

Recommendation

We recommend that the district deduct authorized health service fees
from allowable health service program costs on the mandate claim. The
district should maintain records to support its calculation of authorized
health service fees. This includes records that identify actual student
enrollment and students exempt from health fees pursuant to Education
Code Section 76355(c).

District’s Response

: The District reported the actual student health services received, rather
: than utilize an estimate generated by the artificial calculation suggested
by the parameters and guidelines. The State Controller alleges that
claimants must compute the total student health fees collectible based
on the highest “authorized” rate. The State Controller does not provide
the factual basis for the calculation of the “authorized” rate, nor provide
any reference to the “authorizing” source, nor the legal right of any
state entity to “authorize” student health services rates absent
rulemaking or compliance with the Administrative Procedures Act by
the “authorizing” state agency.

Education Code Section 76355, subdivision (a), states that “The
governing board of a district maintaining a community college may
require community college students to pay a fee . . . for health
supervision and services . . .” There is no requirement that community
colleges levy these fees. The permissive nature of the provision is
further illustrated in subdivision (b) which’ states “If; pursuant to this
section, a fee is required, the governing board of the district shall
decide the amount of the fee, if any, that a part-time student is required
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>Long Beach Community College District

Health Fee Elimination Program

_to pay. The governing board may decide whether the fee shall be
" mandatory or optional.” (Emphasis supplied in both instances)

The State Controller asserts that the parameters and guidelines require
that health fees authorized by the Education Code must be deducted
from the costs claimed. This is a misstatement of the Parameters and
Guidelines. The Parameters and Guidelines, as last amended on
May 25, 1989, state that “Any offsetting savings . . . must be deducted
from the costs claimed . . . This shall include the amount of (student
fees) as authorized by Education Code Section 72246(a)'.” Therefore,
while student fees actually collected are properly used to offset costs,
student fees that could have been collected, but were not, are not an
offset. '

The State Controller also misconstrues the legal meaning of
Government Code Section 17556, which prohibits the Commission on
State Mandates from approving test claims when the local government
agency has authority to charge a fee sufficient to fund the cost of the
mandate. This Commission determined that the mandate was a new
program or increased level of service. Even the source of the mandate,
Education Code Section 76355, at subdivision (e), allows for the
possibility that the “cost to maintain that level of service” will exceed
the statutory limit for the student health fees.

SCO’s Comment

The finding and recommendation remain unchanged.

As mentioned above, the district was unable to retrieve student
attendance data from its computer system that was used to calculate the
net health fee revenues reported in its reimbursement claims for the audit
period. At the district’s recommendation, we recalculated authorized
health fee revenues using the Student Headcount by Enrollment Status
for Long Beach Community College District report available from the
California Community Colleges Chancellor’s Office Web site, as well as
district-prepared reports indicating the number of students who received
fee waivers.

We agree that community college districts may choose not to levy a
health services fee. This is true even if Education Code Section 76355
provides the districts with the authority to levy such fees. However, the
effect of not imposing the health services fee is that the related health

- services costs do not meet the requirement for mandated costs as defined

by Government Code Section 17514, Health services costs recoverable

- through. an authorized fee are not costs that the district is required to

incur. Government Code Section 17556 states that COSM shall not find
costs mandated by the State as defined in Government Code Section
17514 -if the district has authority to levy fees to pay for the mandated
program or increased level of service.
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Long Beach Community College District Health Fee Elimination Program

FINDING 4—
Understated
expenditures and
offsetting
reimbursements

The district underclaimed services and supplies by $837 in FY 2001-02. .
The related indirect costs totaled $153, based on the allowable indirect
cost rate claimed for that fiscal year. The district also underclaimed
offsetting revenues received in reimbursement of the $837 expenditure
noted above.

The health center expended $837 to provide TB (tuberculosis) tests for
the health center staff, and this amount was reimbursed by the district.
The reimbursement was improperly recorded as an offset to expenditures
(cost applied) rather than recorded as revenue for services rendered.

The following table summarizes the resulting audit adjustment.

Fiscal Year
2001-02

Underclaimed services and supplies $ 837
Allowable indirect cost rate x 18.23%
Related indirect costs ' ' 153
Total underclaimed services and supplies (from above) 837
Audit adjustment, total health expenditures 3 990
Audit adjustment, offsetting reimbursements $§ (83D

Parameters and Guidelines states that eligible community college
districts shall be reimbursed for the costs of providing a health services
program. Parameters and Guidelines also requires the districts to list the

. cost of materials that have been consumed or expended specifically for

the purpose of this mandate. .

Parameters and Guidelines states that reimbursement for this rhandate
received from any source (e.g., federal, state, etc.) shall be identified and
deducted from this claim.

Recommendation

We recommend the district include the expenditure of $837 for providing
TB tests for the health center staff in the direct costs of providing a
health services program during FY 2001-02. In addition, the $837
reimbursement received from the district should be shown as offsetting
revenue:.

District’s Response

The State Controller correctly notes that the District reimbursed the
student health services department for TB tests, and that these amounts
were offset to expense accounts. The State Controller incorrectly
concludes that this is improper. Point in fact, it complies with-generally
accepted accounting principles and the financial reporting requirements
of the California Community College Chancellor’s Office. The District
is complying with financial reporting requirements. However, for
purposes of mandate cost accounting, which differs from financial
accounting in many aspects, the State Controller properly reverses the
" offset.

SCO’s Comment

The finding and recommendation remain unchanged. The district agrees
with the net audit adjustment.
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'Long Beach Community College District Health Fee Elimination Program

OTHER ISSUE—
Statute of limitations

The district’s response included comments regarding our authority to
audit costs claimed for FY 2001-02. The district’s response and the _
SCO’s comment follow. |

District’s Response

The District’s Fiscal Year 2001-02 claim was mailed to the State
Controller on December 6, 2002. The draft audit report is dated
February 4, 2005. According to Government Code Section 17558.5,
this claim was subject to audit no later than December 31, 2004. The
audit was not completed by this date. Therefore, the proposed audit
adjustments for Fiscal Year 2001-02 are barred by the statute of
limitations set forth in Government Code Section 17558.5.

SCO’s Comment

Government Code Section 17558.5(a), in effect during the audit period,
states that a district’s reimbursement claim is subject to an audit no later
than two years after the end of the calendar year in which the claim is
filed or last amended. The claim was filed in December 2002. The audit
was initiated on August 18, 2004, which is prior to the statutory deadline
of December 2004.
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Long Beach Community College District Health Fee Elimination Program

Attachment—
District’s Response to
Draft Audit Report
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Dianne Theil McNinch
Douglas W. Otto
Roberto Uranga

Superintendent-President
E. Jan Kehoe, Ph.D.

Long Beach City College ¢ Long Beach Community College District

4901 East Carson Street * Long Beach, California908038

" CERTIFIED MAIL # 7000 0520 0020 5926 1881

February 23, 2005

Mr. Jim L. Spano, Chief
Compliance Audits Bureau
California State Controller
Division of Audits

P.O. Box 942850
Sacramento, CA 94250-5874

Re: Chapter 1, Statutes of 1984
Health Fee Elimination
‘State Controller's Audit
Fiscal Years: 2001-02 and 2002-03

Dear Mr. Spano:

This letter is the response of the Long Beach Community College District to the letter to
President Kehoe from Vincent P. Brown, Chief Operating Officer, State Controller’s
Office, dated February 4, 2005, and received by the District on February 14, 2005,
which enclosed a draft copy of the State Controller's Office audit report of the District's
Health Fee Elimination claims for the period of July 1, 2001 through June 30, 2003.

Statute of Limitations

The District's Fiscal Year 2001-02 claim was mailed to the State Controller on
December 6, 2002. The draft audit report is dated February 4, 2005. According to
Government Code Section 17558.5, this claim was subject to audit no later than
December 31, 2004. The audit was not completed by this date. Therefore, the
proposed audit adjustments for Fiscal Year 2001-02 are barred by the statute of
limitations set forth in Government Code Section 17558.5.

Liberal Ares Campus ¢ 4901 East Carson Street * Long Beach, California 90808 « Tel: (562) 938-4111 ¢ Fax: (562) 938-4118

1305 East Pacific Coast Highway » Long Beach, California 90806 ¢ Tel: (562) 938-4111 * Fax: (562) 938-3912
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Jim Spano, Chief 2  February 23, 2005
Finding 1 - Ineligible Health Services-Pregnancy Tests |

The State Controller’s draft audit report states that pregnancy tests were not available
at the college health center in FY 1986-87. The District's Form HFE 2.1 accurately -
reflects that pregnhancy services were available in FY1986-87.

The parameters and guidelines state at Part Il Eligible Claimants:

“Community college districts which provided health services in 1986-87 fiscal
year and continue to provide the same services as a result of the mandate are
eligible to claim reimbursement of those costs.” -

Education Code section 76355, subdivision (e), states:

“Any Communi’ty college district that provided health services in the 1986-87
fiscal year shall maintain health services, at the level provided during the 1986-
87 fiscal year, and each fiscal year thereafter.”

Pregnancy tests are just a part of the whole scope of services which may comprise
pregnancy services. The State Controller, as the audit agency proposing the
adjustment, has the burden of proving the factual and legal basis for its adjustments.
The State Controller provides no legal basis to conclude that the absence or inclusion

* of one type of laboratory test constitutes a different level of service from year to year.
It would therefore appear that this finding is based upon the wrong standard for review.

Finding 2 - Unallowable Services énd Supplies Costs

The District is still investigating the athletic insurance costs to determine if the amounts
reported in the claim related to basic insurance costs for students who also were
covered by athletic insurance. However, the final audit report need not be delayed for

this work.
Finding 3 ;Overstated Indirect Costs Claimed

The State Controller asserts that the indirect cost method used by the District was
inappropriate since it was not a cost study specifically approved by the federal
government, which is one of the several choices allowed by the parameters and
guidelines. The parameters and guidelines do not require that indirect costs be claimed
in the manner described by the State Controller.

The State Controller's claiming instructions were never adopted as rules or regulations,
and therefore have no force of law. The burden is on the State Controller to show,
either factually or as a matter of law, that the indirect cost rate method used by the
District is excessive or unreasonable, which is the only mandated cost audit standard in
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Jim Spano, Chief’ 3 | February 23, 2005

statute (Government Code Section 17651(d) (2). If the State Controller wishes to
_-enforce audit standards for mandated cost reimbursement, the State Controller should

-comply with the Administrative Procedures Act.

Finding 4 - Understated Authorized Health Fee Revenues Claimed

The-District reported the actual student health services received, rather than utilize an
estimate generated by the artificial calculation suggested by the parameters and
guidelines. The State Controller alleges that claimants must compute the total student
health fees collectible based on the highest “authorized” rate. The State Controller
does not provide the factual basis for the calculation of the “authorized” rate, nor
provide any reference to the “authorizing” source, nor the legal right of any state entity
to “authorize” student health services rates absent rulemaking or compliance with the
Administrative Procedures Act by the “authorizing” state agency.

Education Code Section 76355, subdivision (a), states that “The governing board ofa
district maintaining a community college may require community college students to pay
afee . . . for health supervision and services . .. " There is no requirement that
community colleges levy these fees. The permissive nature of the provision is further
illustrated in subdivision (b) which states “If, pursuant to this section, a fee is required,

~ the governing board of the district shall decide the amount of the fee, if any, that a
part-time student is required to pay. The governing board may decide whether the fee
shall be mandatory or optional.” (Emphasis supplied in both instances)

The State Controller asserts that the parameters and guidelines require that health fees
authorized by the Education Code must be deducted from the costs claimed. Thisis a
misstatement of the Parameters and Guidelines. The Parameters and Guidelines, as
last amended on May 25, 1989, state that “Any offsetting savings . . . must be deducted
_from the costs.claimed . .. This shallinclude the amount of (student fees).as authorized
by Education Code Section 72246(a)'." Therefore, while student fees actually collected
are properly used to offset costs, student fees that could have been coliected, but were

not, are not an offset.

The State Controller also misconstrues the legal meaning of Government Code Section
17556, which prohibits the Commission on State Mandates from approving test claims
when the local goverment agency has authority to charge a fee sufficient to fund the
cost of the mandate. The Commission determined that the mandate was a new
program or increased level of service. Even the source of the mandate, Education
Code Section 76355, at subdivision (e), allows for the possibility that the “cost to

! Former Education Code Section 72246 was repealed by Chapter 8, Statutes of
1993, Section 29, and was replaced by Education Code Section 76355.
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maintain that level of service” will exceed the statutory limit for the student health fees.

As a final defect, the State Controller does not demonstrate how 'repor_ting actual
revenues received fails to comply with the law, and indeed, why it is not more accurate
for cost accounting-purposes that an estimate determined by the fee calculation.

Finding 5 - Understated Expenditures and Offsetting Reimbursements

The State Controller correctly notes that the District reimbursed the student health
services department for TB tests, and that these amounts were offset to expense
accounts. The State Confroller incorrectly concludes that this is improper. Point in fact,
it complies with generally accepted accounting principles and the financial reporting
requirements of the California Community College Chancellor's Office. The District is
complying with financial reporting requirements. However, for purposes of mandate
cost accounting, which differs from financial accounting in many aspects, the State
Controlier properly reverses the offset. o

o 0 | 0

The District requests that the audit report be'chénged to comply with the appropriate
application of the Goverment Code concerning audits of mandate claims.

- Sincerely,

-
Q;ZW%PWB/

Irma Ramos, Administrative Dean
Long Beach Community College District

62




State Controller’s Office
Division of Audits
Post Office Box 942850
Sacramento, California 94250-5874

http://www.sco.ca.gov

C05-MCC-001

== 63




64

Exhibit E



-

Pos FaxNoto 7671 [0% =23 05 Jhdest

. Board nf Teutseet
" K‘?»:'\'h‘\%::\tt{s_m Frem 4znn\%(‘ P}At"ﬁr L nr.lfl;:nm;\x Jke%x‘:,;-
comm%\’f ‘Eh Co L (.\C Uhnﬂ:;'::%l M\':IN(';‘:::
nz W,

| Frene OS Prano # M. (.]‘ . qSI j—- Roberra Uranga
raxe Sﬁ 5-[ -glﬂqg Fox# slp {. »-7) - Sllrtrinrmr/t.rri-”rlll'/lﬂrr
e 0 Gob 0 Xearcows riat T Ean Kehee, Ph.D,

Long Beach Cicy Collecge » Long Beach Communiety College Disurict@_y)

4901 East Carson Screec ¢ Long Beach, California9080s8

CERTIFIED MAIL # 7000 0520 0020 5926 1881

February 23, 2005

Mr. Jim L. Spano, Chief
Compliance Audits Bureau
California State Controller
Division of Audits

P.O. Box 942850
Sacramento, CA 94250-5874

Re: Chapter 1, Statutes of 1984
Health Fee Elimination
State Controller's Audit
Fiscal Years: 2001-02 and 2002-03

Dear Mr. Spano:

This letter is the response of the Long Beach Community College District to the letter to
President Kehoe from Vincent P. Brown, Chief Operating Officer, State Controller's
Office, dated February 4, 2005, and received by the District on February 14, 2005,
which enclosed a draft copy of the State Controller's Office audit report of the District's
Health Fee Elimination claims for the period of July 1, 2001 through June 30, 2003.

Statute of Limitations

The District's Fiscal Year 2001-02 claim was mailed to the State Controller on
December 6, 2002, The draft audit report is dated February 4, 2005. According to -
Government Code Section 17558.5, this claim was subject to audit no later than
December 31, 2004. The audit was not completed by this date. Therefore, the
_proposed audit adjustments for Fiscal Year 2001-02 are barred by the statute of
~ limitations set forth in Government Code Section 17558.5.

Liberal Ares Campus ¢ 4901 Eagr Carenn Sereer o Lang Beach, Califarnia 9080R « Tel: {362) 938.4111 « Fax: (562) 938-4118
Pacific Coast Campus * 1308 Rase Pacific Coast Highway * Long Reach. California 90806 « Tel: (562) 938-4711 » Fax: (562) 938-3912
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Finding 1 - Ineligible Health Services-Pregnancy Tests

The State Controller's draft audit report states that pregnancy tests were not available
at the college health center in FY 1986-87. The District's Form HFE 2.1 accurately
reflects that pregnancy services were available in FY1986-87.

The parameters and guidelines state at Part lll Eligible Claimants:

“Community collegé districts which provided health services in 1986-87 fiscal
year and continue to provide the same services as a result of the mandate are
eligible to claim reimbursement of those costs.”

Education Code section 76355, subdivision (e), states:

“Any community college district that provided health services in the 1986-87
fiscal year shall maintain health services, at the level provided during the 1986-
87 fiscal year, and each fiscal year thereafter.”

Pregnancy tests are just a part of the whole scope of services which may comprise
pregnancy services. The State Controller, as the audit agency proposing the
adjustment, has the burden of proving the factual and legal basis for its adjustments.
The State Controller provides no legal basis to conclude that the absence or inclusion

~ of one type of laboratory test constitutes a different level of service from year to year.
It would therefore appear that this finding is based upon the wrong standard for review.

Finding 2 - Unallowable Services and Supplies Costs

The District is still investigating the athletic insurance costs to determine if the amounts
reported in the claim related to basic insurance costs for students who also were
covered by athletic insurance. However, the final audit report need not be delayed for
this work. :

Finding 3 - Overstated Indirect Costs Claimed

The State Controlier asserts that the indirect cost method used by the District wag
inappropriate since it was not a cost study specifically approved by the federal
government, which is one of the several choices allowed by the parameters and
guidelines. The parameters and guidelines do not require that indirect costs be claimed
in the manner described by the State Controller.

The State Controller's claiming instructions were never adopted as rules or regulations,
and therefore have no force of law. The burden is on the State Controller to show,
either factually or as a matter of law, that the indirect cost rate method used by the
District is excessive or unreasonable, which is the only mandated cost audit standard in
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statute (Government Code Section 17651(d) (2). If the State Controller wishes to
enforce audit standards for mandated cost reimbursement, the State Controller should
comply with the Administrative Procedures Act.

Finding 4 - Understated Authorized Health Fee Revenues Claimed

The District reported the actual student health services received, rather than utilize an
estimate generated by the artificial calculation suggested by the parameters and
guidelines. The State Controlier alleges that claimants must compute the total student
health fees collectible based on the highest “authorized” rate.  The State Controller
does not provide the factual basis for the calculation of the “authorized” rate, nor
provide any reference to the “authorizing” source, nor the legal right of any state entity
to “authorize” student health services rates absent rulemaking or compliance with the
Administrative Procedures Act by the “authorizing” state agency.

Education Code Section 76355, subdivision (a), states that “The governing board of a

___ _____ district maintaining-a community-college may require community college studentstopay. - — — -
afee . . . for health supervision and services . . . " There is no requirement that
community colleges levy these fees. The permissive nature of the provision is further
ilustrated in subdivision (b) which states “if, pursuant to this section, a fee is required,
the governing board of the district shall decide the amount of the fee, if any, that a
part-time student is required to pay. The governing board may decide whether the fee
shall be mandatory or optional.” {(Emphasis supplied in both instances)

The State Controller asserts that the parameters and guidelines require that health fees
authorized by the Education Code must be deducted from the costs claimed. Thisis a
misstatement of the Parameters and Guidelines. The Parameters and Guidelines, as
last amended on May 25, 1989, state that “Any offsetting savings . . . must be deducted
from the costs claimed . . . This shall include the amount of (student fees) as authorized
by Education Code Section 72246(a)’.” Therefore, while student fees actually collected
are properly used to offset costs, student fees that could have been collected, but were
not, are not an offset.

The State Controller also misconstrues the legal meaning of Government Code Section
17556, which prohibits the Commission on State Mandates from approving test claims
when the local goverment agency has authority to charge a fee sufficient to fund the
cost of the mandate. The Commission determined that the mandate was a new
program or increased level of service. Even the source of the mandate, Education
Code Section 76355, at subdivision (e), allows for the possibility that the “cost to

! Former Educétion Code Section 72246 was repealed by Chapter 8, Statutes of
1993, Section 29, and was replaced by Education Code Section 76355.
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maintain that level of service” will exceed the statutory limit for the student health fees.

As a final defect, the State Controller does not demonstrate how reporting actual
revenues received fails to comply with the law, and indeed, why it is not more accurate
for cost accounting purposes that an estimate determined by the fee calculation.

Finding 5 - Understated Expenditures and Offsetting Reimbursements

The State Controller correctly notes that the District reimbursed the student health
services department for TB tests, and that these amounts were offset to expense
accounts. The State Controller incorrectly concludes that this is improper. Point in fact,
it complies with generally accepted accounting principles and the financial reporting
requirements of the California Community College Chancelior's Office. The District is
complying with financial reporting requirements. However, for purposes of mandate
cast accounting, which differs from financial accounting in many aspects, the State
Controller properly reverses the offset.

0 0 , o)

The District requests that the audit report be chénged to comply with the appropriate
application of the Goverment Code concerning audits of mandate claims.

Sincerely,

%ﬁ@”

Irma Ramos, Administrative Dean
Long Beach Community Callege District
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SF CALIFORNIA

‘CALIFORNIA COMMUNITY COLLEGES
CHAMCELLORIS.OE=p=- -
1102 Q sTREET
SACRAMENTO, CA 95814-6511

- (916) 445-8762

HTTPY/WWW.CCCCO.EDU

March 5, 2001

To; . ‘Superintendents/Presidents |, ~-
) - .. Chief Business Officers : -
Chief Student Services Officers
. Health Services Program Directors
Financial Aid Officers~ _
' Admissions and Records Officers -
- Extended Opportunity Program Directors

From: Thomas J. Nussbaum

- Chancetlor
Subject:.  Student Health. Fee -inéréasé

Education Code Section 76355 provides the governing board af'ta.camm'unit'y érfﬂlége

distfict'the option of increasing the student health services fes by the same percentage

as-the increase in the Implicit Price Defiator for State and Local Government Purchase
-of Goods and Services. Whenever that calculation produces an increase of one dollar

. above the existing fee, the fee may be increased by $1,00.

Based on calculations by'the' Financial, Economic, and Demdg'rap';hic Unit in the " _
Department of Finance, the Implicit Price Deflator Index has-now increased enough

-since the last fee increase of March 1997 to support a one doliar increase in the student
-health fees. Effective withthe Summer.Session of 2001, districts.may begin charging-a

maximum fee of $12.00 per semester, $9.00 for summer session; $9.00 for each
intersession.of at least four weeks, or $9.00 for each Quarter, :

‘For part-time students, the governing board shall decide tha amaunt of the fee, if any,
that the student is required.to pay. The governing board may decide whether the fee
shall be:'mandatary or-optional. ' . .

The governing board operating a hsalth services program must have rules that"eiempt
the following students from any healtti services fee: | '

« Students who depend exclusively upon:prayer for healiﬁg'in d@ccordance with-the
' teachings-of a bona-fide religious sect, denomination, or organization.
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Subsnnengents/ Pras. s 2 : <Viarsh 3,0 2207

-+ Students who are attending a E:ommunity col_l'ege. under an approved apprenticeship -

training program.. o

e - Students who raceive Board of Governors Enroflment Fee Waivers, including

students who demonstrate financial need in accordance with the methodology set .

forth in federal law. or regulation for determining the expected family contribution of

~ students seeking financial aid and students who demonstrate eligibility according to
income standards established by the board of governors and contained in. Section
58620 of Title 5 of the California Code of Regulations. ' '

All fees collected pursuant to this section'shall be deposited in the Student Health Fee
~ Account in the Restricted General Fund of the district. These fees shall be expended.
only to provide health services as specified in regulations adopted by the board of
governors. Allowable expenditures include health supervision and services, including
- direct or indirect medical and hospitalization services, or the operation ofa student -
health center or centers, or both. “Allowable expenditures exciuds.athletic-related
~-salaries, services, insurance, insurance deductibles, or-any other expenses that is not
~available to all students. No student'shall be denied a service supported by studert
health fee on account of participation-in. athletic pragrams. '

Iif you'have any questions about this memo or-about student hesilth services, please
contact Mary Gill, Dean, Enroliment Management Unit at 916.323.5951. If you have
any questions about the fee increase or the underlying calculations, please contact

- Patrick Ryan in Fiscal Services Unit at 816.327.6223. ' ’

CC: Patrick J. Lenz
" . Ralph Black -

dudith R. James
Fredegick E..Harris = -

3 \Fisc/FiseUnit/0 1 StudentHealthFees/01iStuHealthFees.doc
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State of California

—

CLAIM FOR PAYMENT
Pursuant to Government Code Section 17561
HEALTH FEE ELIMINATION

School Mandated Cost Ma
For State Controller Use only [FtSubassaaie
(19) Program Number 00029
(20) Date File ___/

S A
(21) LRS Input /

Y

—mwW >

f mamzT

/ (01) Claimant ldentification Number: \ Reimbursement C ata
S-19250
{02) Mailing Address: (22) HFE - 1.0, (04)(b) $ 244,306
Claimant Name (23)
Long Beach Community College District
County of Location (24)
Los Angeles
Street Address (25)
4901 East Carson Street
City State Zip Code (26)
Long Beach CA 90808
[ Type of Claim Estimated Claim Reimbursement Claim | (27)
(03) Estimated (09) Reimbursement (28)
(04) Combined [ ] | (10) Combined (1 [@9)
(05) Amended [ ] | (11) Amended [] G0
Fiscal Year of (06) (12) 31)
Cost 2002-2003 2001-2002
Total Claimed (07) (13) (32)
Amount $ 265,000 | $ 244,306
Less: 10% Late Penalty, but not to exceed (14) (33)
$1000 $ -
Less: Estimate Claim Payment Received (15) (34)
$ 25,457
Net Claimed Amount (16) (35)
$ 218,849
Due from State (08) 17) (36)
$ 265,000 | $ 218,849
Due to State (18) (37)
$ -

(38) CERTIFICATION OF CLAIM

any of the provisions of Government Code Sections 1090 to 1096, inclusive.

of 1987.

Date

In accordance with the provisions of Government Code § 17561, | certify that | am the officer authorized by the local agency to file claims with the State of
California for costs mandated by Chapter 1, Statutes of 1984, and Chapter 1118, Statutes of 1987, and certify under penalty of perjury that | have not violated

I further certify that there was no application other than from the claimant, nor any grant or payment received, for reimbursement of costs claimed herein; and
such costs are for a new program or increased level of services of an existing program mandated by Chapter 1, Statutes of 1984, and Chapter 1118, Statutes

The amounts for Estimated Claim and/or Reimbursement Claim are hereby claimed from the State for payment of estimated and/or actual costs for the
mandated program of Chapter 1, Statutes of 1984, and Chapter 1118, Statutes of 1987, set forth on the attached statements.

NOV 113 2002

\Ji chor Golling

Victor R. Collins

Executive Vice-President, Human Resourses

Type or Print Name Title

{39) Name of Contact Person or Claim

v Telephone Number (858) 514-8605
SixTen and Associates E-Mail Address  kbpsixten@aol.com
Form FAM-27 (Revised 9/01) 73 Chapters 1/84 and 1118/87




School Mandated Cost Manual

MANDATED COSTS
HEALTH FEE ELIMINATION
CLAIM SUMMARY

FORM
HFE-1.0

(01) Claimant: (02) Type of Claim: Fiscal Year

Claimant Name Reimbursement

Long Beach Community College District Estimated 2001-2002

(03) List all the colleges of the community college district identified in form HFE-1.1, line (03)
b
(a) l (b)

Claimed
Name of College Amount

—r

Long Beach City College $ 244,305.53

2. ‘ $ -

« “« «“ |
)

©l® | Njo o [~

10.

11.

12.

13.

14.

15.

16.

17.
18.
19.
20.

21.

B i s || v | p | v | pr|a|len|len|la]ler]| v 5] & |
t

(04) Total Amount Claimed [Line (3.1b) + line (3.2b) + line (3.3b) + ...line (3.21b)] 244,306

Revised 9/97 Chapters 1/84 and 1118/87
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School Mandated Cost Manual

State Controller’s Office

MANDATED COSTS
FORM
HEALTH FEE ELIMINATION HFE-1.1
CLAIM SUMMARY
{01) Claimant: (02) Type of Claim: Fiscal Year
Reimbursement
Long Beach Community College District Estimated ] 2001-2002
(03) Name of College Long Beach City College
(04) Indicate with a check mark, the level at which health services were provided during the fiscal year of reimbursement in comparison to the 1986/87 fiscal
year. If the "Less" box is checked, STOP, do not complete the form. No reimbursement is allowed.
LESS SAME MORE
L L1 [x]
" Direct Cost |indirect Cost of: Total
35.76%
(05) Cost of Health Services for the Fiscal year of Claim $ 417,480 [ $ 149,201 | $ 566,771
(06) Cost of providing current fiscal year health services which are in excess of the
‘|level provided in 1986/87 $ 34686 § 124§ 47
(07) Cost of providing current fiscal year health services at the 1986/87 level :
[Line (05) - fine (06)] $ 417,134 | $ 149,167 | $ 566,301
(08) Complete Columns (a) through (g) to provide detail data for health fees
(a) (b) () (d) (e) (f) (9)
. \ Unit Cost for Unit Cost for . Student Health
Period for which health fees were Number of| Number of Full-time FSL::L:Z;? Part-time PSa:rt;ihm;a Fees That Could
collected Full-time | Part-time | Student per Healih F Student per H lLtlh?:ne Have Been
Students | Students | Educ. Code ea ees Educ. Code ei M ees Collected
§76355 | @x0© § 76355 (b) x (e) ) + (6
1,247 | 11,984 - - -
1. Per fall semester i \ s
- 3,006 | 15,131 $ - $ - s ]
2. Per spring semester :
. 1,570 | 9,486 $ - $ - |8 -
3. Per summer session
$ - - -
4. Per first quarter i $
$ - - -
5.. Per second quarter $ §
$ . - -
6. Per third quarter § S
(09) Total health fee that could have been coliected ..... *(ACTUAL per ledger general ledger attached) $ 321.095
(10) Sub-total [Line (07) - line (09
) ©90 $ 244,306
Cost Reduction
(11) Less: Offsetting Savings, if applicable $ -
(12) Less: Other Reimbursements, if applicable $ -
(13) Total Amount Claimed - [Line (10) - {line (11) + line (12
{line (11) (121 $ 244,306

Revised 9/97 Chapters 1/84 and 1118/87
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LONG b._.ACH COMMUNITY COLLEGE DIS's .ICT
CALCULATION OF INDIRECT COST RATE,

o/
FISCAL YEAR. Al
2000-2001 oL
REFERENCE DESCRIPTION 2000-2001
(CCFS 311)
INSTRUCTIONAL ACTIVITY ¢
Instructional Costs
Instructional Salaries and Benefits 37,398,743
Instructional Operating Expenses 1,772,057
Instructional Support Instructional Salaries and Benefits 0
Auxiliary Operations Instructional Salaries and Benefits 7,195
TOTAL INSTRUCTIONAL COSTS 1 ) 39,177,995
Non-Instructional Costs
Non-Instructional Salaries and Benefits 3,056,277
Instructional Admin, Salaries and Benefits 2,633,275
Instructional Admin, Operating Expenses 491,553
Auxiliary Classes Non-Inst. Salaries and Benefits 756,406
Augxiliary Classes Operating Expenses 589,740
TOTAL NON-INSTRUCTIONAL COSTS 2 7,527,251
TOTAL INSTRUCTIONAL ACTIVITY COSTS 3 (1 +2) 46,705,246
DIRECT SUPPORT ACTIVITY
Direct Support Costs
Instructional Support ServicesNon Inst. Salaries and Benefits 2,240,408
Instructiona Support Services Operating Exp 233,963
Admissions and Records L 1,626,697
Counselling and Guidance ] 4,232,273
Other Student Services 4,952,083
TOTAL DIRECT SUPPORT COSTS 4 13,285,424
TOTALINSTRUCTIONAL ACTIVITY COSTS .
AND DIRECT SUPPORT COSTS 5(3 + 4) 59,990,670
Indirect Support Costs -
Operation and Maintenance of Plant 6,528,323
Planning and Policy Making 3,517,094
General Instructional Support Services 11,407,189
TOTAL INDIRECT SUPPORT COSTS 6 21,452,606
TOTALINSTRUCTIONAL ACTIVITY COSTS AND DIRECT
'PORT D TOTAL INDIREC P T COSTS 3
(5+6) =TQTAL COSTS 81,443,276
SUPPORT COSTS ALLOCATION RATES
Indirect Support Costs Allocation Rate =
Total Indirect Supports Costs (6) 35.76%
Total Instructional Activity Costs
. and Direct Support Costs (5)
Direct Support Costs Allocation Rate =
: Total Direct Support Costs (4) 28.45%
Total Instructional Activity Costs (3)
Total Support Cost Allocation 64.21%
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Long Beach Community College District
Health Fee Elimination
Summary -2001-2002

_Student Health Costs, shown in G/L - YTD

Less: Income reimbursement for Staff TB tests
Included as expenses in G/L above
See HFE 1.8 submitted by district

‘Adjusted 2001-2002 Health Fee Expenses

Fall 2001 17 Vaccines Given
R.N. Cost 5.67 hrs @ $46.86 (Cindi Blomberg)
Supplies Safety Syringes 17@ .58

Gloves 17x2@.12

Alcohol Wipes 17x2@.03

Spring 2002 4 Vaccines Given
R.N. Cost 1.34 hrs @ $46.86 (Cindi Blomberg)
Supplies Safety Syringes 4 @ .58

Gloves 4x2@.12

Alcohol Wipes 4x2@.03

2001-02 Costs in excess of level in 86/87

77

265.90
9.86
4.08
1.02

62.48
2.32
0.96
0.24

$418,317.55

-837.12

$417,480.43
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School Mandated Cost Manual

MANDATED COSTS FORM
HEALTH FEE ELIMINATION HEE-2.1
COMPONENT/ACTIVITY COST DETAIL '
(01) Claimant Fiscal Year
Long Beach Community College District 2001-2002
(03) Piace an "X" in column (a) and/or (b), as applicable, to indicate which health (@) (b)
Service was provided by student health service fees for the indicated fiscal year. FY FY
1986/87 | of Claim
Accident Reports X X
Appointments
College Physician, surgeon
Dermatology, Family practice
Internal Medicine
Outside Physician
Dental Services
Outside Labs, (X-ray, etc.,) i
Psychologist, full services X X
Cancel/Change Appointments X X
Registered Nurse X X
Check Appointments X X
Assessment, Intervention and Counseling
Birth Control X X
Lab Reports X X
Nutrition X X
Test Results, office X X
Venereal Disease X X
Communicable Disease X X
Upper Respiratory Infection X X
Eyes, Nose and Throat X X
Eye/Vision X X
Dermatology/Aliergy X X
Gynecology/Pregnancy Service X X
Neuralgic X X
Orthopedic X X
Genito/Urinary X X
Dental X X
Gastro-Intestinal X X
Stress Counseling X X.
Crisis Intervention
Child Abuse Reporting and Counseling X X
Substance Abuse Identification and Counseling X X
Eating Disorders X X
Weight Control X X
Personal Hygiene X X
Burnout X X
Other Medical Problems, list Diabetes X X
Examinations, minor illnesses
Recheck Minor Injury
Health Talks or Fairs, Information
Sexually Transmitted Disease X X
Drugs X X
Acquired Immune Deficiency Syndrome X X
Child Abuse X X

(o]
W

Revised 9/97 Chapters 1/84 and 1118/87, Page 1 of 3




State of California ) "ool Mandated Cost Manual

MANDATED COSTS FORM
HEALTH FEE ELIMINATION HFE-2.1
COMPONENT/ACTIVITY COST DETAIL e
01 | Can Fiscal Year
Long Beach Community College District 2001-2002
(03) Place an "X" in column (a) and/or (b), as applicable, to indicate which health (a) (b)
Service was provided by student health service fees for the indicated fiscal year. FY FY
1986/87 [ of Claim
Birth Control/Family Planning X X
Stop Smoking . X X
Library, Videos and Cassettes X X:
First Aid, Major Emergencies X X
First Aid, Minor Emergencies X X
First Aid Kits, Filled X X
Immunizations
Diphtheria/Tetanus X X
Measles/Rubella
Influenza X
Information X X
Iinsurance
On Campus Accident X X
Voluntary X X
Insurance Inquiry/CIaim Administration X X
Laboratory Tests Done
Inquiry/Interpretation X X
Pap Smears
Physical Examinations
Employees i
Students X X
Athletes ’
Medications
Antacids X X
Antidiarrheal X X
Aspirin, Tylenol, etc., X X
Skin Rash Preparations X X
Eye Drops X X
Ear Drops
Toothache, oil cloves X X
Stingkill X X
Midol, Menstrual Cramps X X
Other, list---> Ibuprofen
Parking Cards/Elevator Keys
Tokens
Return Card/Key
Parking Inquiry
Elevator Passes X X
Temporary Handicapped Parking Permits '
0O A
o4

Revised 9/97 Chapters 1/84 and 1118/87, Page 2 of 3




California 100l Mandated Cost Manual

MANDATED COSTS FORM
HEALTH FEE ELIMINATION HFE-2.1
COMPONENT/ACTIVITY COST DETAIL e
(01) Claimant Fiscal Year
Long Beach Community College District 2001-2002
(03) Place an "X" in column (a) and/or (b), as applicable, to indicate which health (a) (by
Service was provided by student health service fees for the indicated fiscal year. FY FY
1986/87 | of Claim
Referrals to Outside Agencies
Private Medical Doctor X X
Health Department X X
Clinic X X
Dental X X.
Counseling Centers X X
Crisis Centers X X
Transitional Living Facilities, battered/homeless women X X
Family Planning Facilities X X
Other Health Agencies X X
Tests
Blood Pressure X X
Hearing X X
Tuberculosis X X
Reading X X
Information X X
Vision X X
Glucometer X X
Urinalysis X X
Hemoglobin
EKG
Strep A Testing X X
PG Testing
Monospot
Hemacult
Others, list
Miscellaneous
Absence Excuses/PE Waiver X X
" Allergy Injections X X
Bandaids X X
Booklets/Pamphlets X X
Dressing Change - X X
Rest X X
Suture Removal X X
Temperature X X
Weigh X X
Information X X
Report/Form X X
Wart Removal
Others, list Cold Packs, Hot Packs X X
Committees
Safety X X
Environmental
Disaster Planning X X
Skin Rash Preparations X X
Eye Drops X X

Revised 9/97 Chapters 1/84 and 1118/87, Page 3 of 3




State of California E - School Mandated Cost Manual

For State Controller Use only
CLAIM FOR PAYMENT (19) Program Number 00029 [
Pursuant to Government Code Section 17561 (20)Date File __/ /|
HEALTH FEE ELIMINATION (21)LRS Input /[ __
/" |(01) Claimant Identification Number: N ~ Reimbursement C
L [S19250
A |(02) Mailing Address: (22) HFE - 1.0, (04)(b) |. $ 272,672
B
E [Claimant Name (23)
L |Long Beach Community College District
County of Location (24)
H [Los Angeles
E |Street Address (25)
R |4901 East Carson Street
E |City State Zip Code (26)
Long Beach CA_ . - 90808 _
Type of Claim Estimated Claim Reimbursement Claim 27)
(03) Estimated (09) Reimbursement (28)
(04) Combined [ ] [ (10) Combined 1 [
(05) Amended  [_] | (11) Amended [ [®o
Fiscal Year of (08) (12) (31)
Cost 2003-2004 2002-2003
Total Claimed (07) (13) (32)
Amount $ 275,000 | $ 272,672
Less : 10% Late Penalty, but not to exceed (14) (33)
$1000 $ -
Less: Estimate Claim Payment Received (15) (34)
$ -
Net Claimed Amount (16) - (35)
$ 272,672
Due from State (08) (17) (36)
$ 275,000 | $ 272,672
Due to State : Lo (18) (37)
$ -

(38) CERTIFICATION OF CLAIM

In accordance with the provisions of Government Code § 17561, | certify that | am the officer authorized by the local agency to file claims with the State of
California for costs mandated by Chapter 1, Statutes of 1984, and Chapter 1118, Statutes of 1987, and certify under penaliy of perjury that | have not violated
any of the provisions of Government Code Sections 1090 to 1096, inclusive.

| further certify that there was no application other than from the claimant, nor any grant or payment received, for reimbursement of costs claimed herein; and
such costs are for a new program or increased tevel of services of an existing program mandated by Chapter 1, Statutes of 1984, and Chapter 1118, Statutes of
1987.

The amounts for Estimated Claim and/or Reimbursement Claim are hereby claimed from the State for payment of estimated and/or actual costs for the
mandated program of Chapter 1, Statutes of 1984, and Chapter 1118, Statutes of 1987, set forth on the attached statements.

Date
- 7‘- g ?/
Victor R. Collins Executive Vice-President,'Human Resourses
Type or Print Name Title
(39) Name of Contact Person or Cla|m
Telephone Number (858) 514-8605
SixTen and Associates E-Mail Address  kbpsixten@aol.com

Form FAM-27 (Revised 9/01) 86 Chapters 1/84 and 1118/87




School Mandated Cost Manual

MANDATED COSTS
HEALTH FEE ELIMINATION FORM
HFE-1.0
CLAIM SUMMARY

(01) Claimant: (02) Type of Claim: Fiscal Year

Claimant Name Reimbursement

Long Beach Community College District Estimated - 2002-2003

(03) List all the colleges of the community college district identified in form HFE-1.1, line (03)

(b)
. (a) Claimed
ame of College Amount

Long Beach City College ' $ 272,671.72

—h

2. $ -

R <« > |&n
t

C[@[N[® [0 [& [®

10.

11.

12.

13.

14.

15.

16.

17.

18.
19.

20.

21.

B legps | vl v || ev ||l el ol o le
1]

272,672

(04) Total Amount Claimed [Line (3.1b) + line (3.2b) + line (3.3b) +...line (3.21b)]

Revised 9/97 Chapters 1/84 and 1118/87
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State Controller's Office School Mandated Cost Manual

MANDATED COSTS .
FORM

HEALTH FEE ELIMINATION HFE-1.1
e CLAIM SUMMARY
(01) Claimant: (02) Type of Claim: Fiscal Year

Reimbursement

Long Beach Community College District Estimated I:' 2002-2003
(03) Name of College Long Beach City College

(04) indicate with a check mark, the level at which health services were provided during the fiscal year of reimbursement in comparison to the 1986/87 fiscal
year. If the "Less" box is checked, STOP, do not complete the form. No reimbursement is allowed.

LESS SAME MORE

1 [x] [

Direct Cost |Indirect Cost of: Total
33.94%
(05) Cost of Health Services for the Fiscal year of Claim $ 438,526 | $ 148,836 $ 587,362
(06) Cost of providing current fiscal year health services which are in excess of the $ ) $ }
“llevel provided in 1986/87
(07) Cost of providing current fiscal year health services at the 1986/87 level
[Line (05) - line (06)] $ 438526 | $ 148,836 | $ 587,362
(08) Complete Columns (a) through (g) to provide detail data for health fees
(a) (b) (c) (d) (e) (f) (@)
. . i i ) s Heal
Period for which health fees were Number of| Number of Urll-‘lzll(?zﬁ’i\efor Full-time Url-l’.;r?-?i?rt\;m Part-time Fettausd'le":;t g;jrd
collected Full-time | Part-time | Student per |, Stll:: ?:nt Student per Hesatllt]: ?:nt s Have Been
Students | Students | Educ. Code e(a ©85|  Educ. Code b) x (:)e Collected
§ 76355 a)x{©) | " s76355 ( @ + ()
1. Per fall semester ¥ ] $ ’ $ )
2. Per spring semester $ ) $ ) $ i
3. Per summer session ¥ ) § ) $ ]
4. Per first gquarter $ ] $ ] $ ’
5. Per second quarter § ] $ ’ § ]
6. Per third quarter v ] $ ) $ ]
(09) Total health fee that could have been collected Line (8.1g) + (8.29) + ......... 8.6
[Line (8.1g) + (8.29) (8.69)] $ 313,843
(10) Sub-total Line (07) - line (09)]
ltine (07) - ine (09) $ 273519
Cost Reduction
(11) Less: Offsetting Savings, if applicable $ -
(12) Less: Other Reimbursements, if applicable $ 847.00
(13) Total Amount Claimed’ (Line (10) - {line (11) + line {12
) (11) + line (12)}}] $ 272,672

Revised 9/97 88 Chapters 1/84 and 1118/87




LONG BEACH COMMUNITY COLLEGE DISTRICT Y
CALCULATION OF INDIRECT COST RATE, r pi- 0 twu,ié
FISCAL YEAR
2001-2002
REFERENCE DESCRIPTION 2001-2002
(CCES 311
INSTRUCTIONAL ACTIVITY
i Instructional Costs :
Instructional Salaries and Benefits 44,670,763
Instructional Operating Expenses . 1557892
Instructional Support Instructional Salaries and Benefits 0
Auxiliary Operations Instractional Salaries and Benefits ' 0
TOTAL INSTRUCTIONAL COSTS 1 46,228,655
Non-Instructional Costs
Non-Instructional Salaries and Benefits - 0
Instructional Admin. Salaries and Benefits 2,857,705
Instructional Admin. Operating Bxpenses ) 392,783
Auxiliary Classes Non-Inst. Salaries and Benefits 946,883
Auxiliary Classes Operating Expenses - ‘ 579,448
TOTAL NON-INSTRUCTIONAL COSTS 2 4,776,819
TOTAL INSTRUCTIONAL ACTIVITY COSTS 3 (1 +2) 51,005,474

DIRECT SUPPORT ACTIVITY
Direct Support Costs
Instructional Support ServicesNon Inst. Salaries and Benefits 2,850,939
Instructiona Support Services Operaling Expeenses 242,783
Admissions and Records ' 1,766,898
Counselling and Guidance ) ’ 5,340,780
Other Student Services . 6,094,425
TOTAL DIRECT SUPPORT COSTS 4 16,295,825

TOTAL INSTRUCTIONAL ACTIVITY COSTS . - ) S

ANDDIRECT-SUPPORT COSTS S (3wry—— = "~ |~ "~ 67,301,299 - -

Indirect Support Costs

Operation and Maintenance of Plant 7,368,294
| Planning and Policy Making : 3,504,511
General Instructional Support Services 11,972,136

TOTAL INDIRECT SUPPORT COSTS 6 22,844,941

TOTAL INSTRUCTIONAL ACTIVITY COSTS AND DIRECT
|SUPPORT COSTS, AND TOTAL INDIRECT SUPPORT COSTS .
(5 +6) =TOTAL COSTS . 90,146,240

SUPPORT-COSTS ALLOCATION RATES

Indirect Support Costs Allocation Rate = . 7 ~d

Total Indirect Supports Costs (6) . T 33.94%
Total Instructional Activity Costs
. —
and Direct Support Costs (5)

Direct Support Costs Allocation Rate = i -

Total Direct Support Costs (4) 31.95%
Total Instructional Activity Costs (3)

Total Support Cost Allocation i 65.89%
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School Mandated Cost Manual

MANDATED COSTS
HEALTH FEE ELIMINATION
COMPONENT/ACTIVITY COST DETAIL

FORM
HFE-2.1

(01) Clalman

Long Beach Community College District

Fiscal Year

2002-2003

(03) Place an "X" in column (a) and/or (b), as applicable, to indicate which health

Service was provided by student health service fees for the indicated fiscal year.

() (b)
FY FY
1986/87 | of Claim

Accident Reports

Appointments
College Physician, surgeon
Dermatology, Family practice
internal Medicine
Outside Physician
Dental Services
Outside Labs, (X-ray, etc.,)
Psychologist, full services
Cancel/Change Appointments
Registered Nurse
Check Appointments

Assessment, Intervention and Counseling
Birth Control
Lab Reports
Nutrition
Test Results, office
Venereal Disease
Communicable Disease
Upper Respiratory Infection
Eyes, Nose and Throat
Eye/Vision
Dermatology/Allergy
Gynecology/Pregnancy Service
Neuralgic
Orthopedic
Genito/Urinary
Dental
Gastro-Intestinal
Stress Counseling
Crisis Intervention
Child Abuse Reporting and Counseling
Substance Abuse |dentification-and Counseling
Eating Disorders
Weight Control
Personal Hygiene
Burnout
Other Medical Problems, list

Examinations, minor illnesses
Recheck Minor Injury

Health Talks or Fairs, information
Sexually Transmitted Disease
Drugs
Acquired Immune Deficiency Syndrome
Child Abuse

X X

XX X X
XXX X

XK X X X X HKEXXXHKXHXHKXXXXXXXX XX XX
KX XXX HKHHEXHEXHEXHKXHKXXKXXXXXXX XXX

=
x

XX XX
XX XX

.- Revised 9/97 90

Chapters 1/84 and-1118/87, Page 1 of 3




S+ ol Mandated Cost Manual

MANDATED COSTS FORM
HEALTH FEE ELIMINATION HFE-2.1
COMPONENT/ACTIVITY COST DETAIL ‘
(01) Claimant Fiscal Year
" lLong Beach Community College District 2002-2003
(03) Place an "X" in column (a) and/or (b), as applicable, to indicate which health (a) (b)
Service was provided by student health service fees for the indicated fiscal year. FY FY
: 1986/87 | of Claim
Birth Control/Family Planning X X
Stop Smoking X X
Library, Videos and Cassettes X X
First Aid, Major Emergencies X X
First Aid, Minor Emergencies X X
First Aid Kits, Filled X X
Immunizations
Diphtheria/Tetanus X X
Measles/Rubella
Influenza
Information X X
Insurance
On Campus Accident X X
Voluntary X X
Insurance Inquiry/Claim Administration X X
Laboratory Tests Done
Inquiry/Interpretation X X
Pap Smears
Physical Examinations
Employees
Students
Athletes X X
Medications
Antacids X X
Antidiarrheal X X
Aspirin, Tylenol, etc., X X
Skin Rash Preparations X X
Eye Drops X X
Ear Drops ,
Toothache, oil cloves X X
Stingkill X X
Midol, Menstrual Cramps X X
Other, list X X
Parking Cards/Elevator Keys
Tokens
Return Card/Key
Parking Inquiry X
Elevator Passes
Temporary Handicapped Parking Permits X X

‘Revised 9/97 ... . . - 91 Chapters 1/84 and 1118/87, Page 2 of 3.




State of California £ 90l Mandated Cost Manual
MANDATED COSTS FORM
HEALTH FEE ELIMINATION HFE-2.1
COMPONENT/ACTIVITY COST DETAIL -
(01) Claimant Fiscal Year
Long Beach Community College District 2002-2003
(03) Place an "X" in column (a) and/or (b), as applicable, to indicate which health (a) (b)
Service was provided by student health service fees for the indicated fiscal year. FY FY
1986/87 | of Claim
Referrals to Outside Agencies
Private Medical Doctor X X
Health Department X X
Clinic X X
Dental X X
Counseling Centers X X
Crisis Centers X X
Transitional Living Facilities, battered/homeless women X X
Family Planning Facilities X X
Other Health Agencies X X
Tests
Blood Pressure X X
Hearing X X
Tuberculosis
Reading X X
Information X X
Vision X X
Glucometer X X
Urinalysis X X
Hemoglobin
EKG
Strep A Testing X X
PG Testing
Monospot
Hemacult
Others, list
Miscellaneous
Absence Excuses/PE Waiver X X
Allergy Injections
Bandaids X X
Booklets/Pamphlets X X
Dressing Change X X
Rest X X
Suture Removal X X
Temperature X X
Weigh X X
Information X X
Report/Form
Wart Removal X X
Others, list X X
Committees
Safety X X
Environmental
Disaster Planning X X
Skin Rash Preparations X X
Eye Drops X X
Revised 9/97 . . ..o .. 92 Chapters 1/84 and 1118/87, Page 3 of 3




Exhibit B

JOHN HIANG RECEIVED

Talifornia ﬁt&ig Uondroller DEC 17 2008

ISSION ON
December 16, 2008 §%¥¥MANDATES

Paula Higashi, Executive Director Keith B. Petersen

Commission on State Mandates SixTen and Associates

980 Ninth Street, Suite 300 5252 Balboa Avenue, Suite 807
Sacramento, CA 95814 San Diego, CA 92117

Re: Incorrect Reduction Claim
Health Fee Elimination, 05-4206-1-03
Long Beach Community College District, Claimant
Education Code Section 76355
Statutes 1984, Chapter 1, ond E.S.; Statutes 1987, Chapter 1118
Fiscal Years 2001-02 and 2002-03

Dear Ms. Higashi and Mr. Petersen:

This letter is in response to the above-entitled Incorrect Reduction Claim. The subject
claims were reduced primarily because the Claimant claimed excessive indirect costs,
based upon an invalid ICRP, and understated authorized health service fees. The
reductions were appropriate and in accordance with law.

The Controller’s Office is empowered to audit claims for mandated costs and to reduce
those that are “excessive or unreasonable.”’ This power has been affirmed in recent
cases, such as the Incorrect Reductions Claims (IRCs) for the Graduation Requirements
mandate.” If the claimant disputes the adjustments made by the Controller pursuant to
that power, the burden is upon them to demonstrate that they are entitled to the full
amount of the claim. This principle likewise has been upheld in the Graduation
Regquirements line of IRCs.” See also Evidence Code section 500.% In this case, the audit

! See Government Code section 17561, subdivisions (d)(1)(C) and (d)(2), and section 17564.

% See for example, the Statement of Decision in the Incorrect Reduction Claim of San Diego Unified School District
[No. CSM 4435-1-01 and 4435-1-37], adopted September 28, 2000, at page 9.

? See for example, the Statement of Decision in the Incorrect Reduction Claim of San Diego Unified School District
[No. CSM 4435-1-01 and 4435-1-37], adopted September 28, 2000, at page 16.

* “Except as otherwise provided by law, a party has the burden of proof as to each fact the existence or nonexistence
of which is essential to the claim for relief or defense that he is asserting.”

300 Capitol Mall, Suite 1850, Sacramento, CA 95814 ¢ P.O. Box 942850, Sacramento, CA 94250
Phone: (916) 445-2636 é Fax: (916) 322-1220




December 16, 2008
Page 2

determined that the claimant was claiming indirect costs based on an unapproved ICRP,
as required by the Parameters and Guidelines. Therefore, these claimed costs are
unsupportable and thus, disallowed.

In its claim, the Claimant utilizes an unapproved indirect cost rate proposal. The
Parameters and Guidelines provide for the use of an ICRP determined using the OMB
Circular A-21 method, or the SCO’s FAM-29C. Since the Claimant did not have a
current approved ICRP (via the OMB Circular A-21 method), the auditors utilized the
FAM-29C and determined that the allowable rate was much less than claimed. The claim
was thus reduced to reflect the allowable rate.

In addition, the audit determined that the Claimant understated authorized health services
fees, confusing collected with authorized. The Parameters and Guidelines provide that
offsetting savings shall include the amount authorized for student fees. The relevant
amount is not the amount charged, nor the amount collected, rather, it is the amount
authorized. This is consistent with mandates law in general, and specific case law on
point.” Therefore, these claimed costs are unsupportable and thus, disallowed.

The Claimant also asserts that the audit of the 2001-02 FY is precluded by the statute of
limitations, specifically, Government Code section 17558.5. However, the Claimant
incorrectly applies the 1996 version of this statute. Even under this inappropriate
version, their conclusion is based on an erroneous interpretation that attempts to rewrite
that section, adding a deadline for completion of the audit where none exists. Effective
July 1, 1996, Section 17558.5 provided that a claim is “subject to audit” for two years
after the end of the calendar year in which the reimbursement claim is filed (or last
amended). In this case, the claim for 2001-02 was filed on December 6, 2002, making
the claim “subject to audit” up through December 31, 2004. Although there may be a
dispute as to what constitutes the initiation of an audit, it is clear that the audit was
initiated no later than August 18, 2004, when the entrance conference was held. This is
before the deadline of December 31, 2004. Therefore, the audit of the fiscal year 2000-
01 was proper, even under the 1996 version of Section 17558.5.

More important is the fact that the 2001-02 audit was subject to the provisions of Section
17558.8 that were effective on January 1, 2003, not the 1996 version. Unless a statute
expressly provides to the contrary, any enlargement of a statute of limitations provision
applies to matters pending but not already barred.® Under the 1996 version, the claims
were subject to audit until December 31, 2004, well after the January 1, 2003, effective
date. Therefore, the 2003 provisions of Section 17558.5, which provide that an audit

3 See Connell v. Santa Margarita Water District (1997) 59 Cal.App.4th 382, 400-03.
¢ Douglas Aircraft Co. v. Cranston (1962) 58 Cal.2d 462, 465. See also, 43 Cal.Jur.3d, Limitations of Actions § 8.
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December 16, 2008
Page 3

must be initiated no later than three years after the claim is filed or last amended, are
applicable to the claim. In this case, those provisions required that the 2001-02 audit be
initiated by December 6, 2005. Since the audit was initiated no later than August 18,
2004, when the entrance conference was held, and in fact completed on April 27, 2005, it
is valid and enforceable.

Enclosed please find a complete detailed analysis from our Division of Audits, exhibits,
and supporting documentation with declaration.

Sincerely,

M@.W

SHAWN D. SILVA
Staff Counsel

SDS/ac
Enclosure
cc:  Irma Ramos, Long Beach Community College District

Ginny Brummels, Div. of Acctg. & Rptg., State Controller’s Office (w/o encl.)
Jim Spano, Division of Audits, State Controller’s Office (w/o encl.)
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PROOF OF SERVICE

I am employed in the County of Sacramento, State of California. At the time of service, I was at least 18
years of age, a United States citizen employed in the county where the mailing occurred, and not a party to the
within action. My business address is 300 Capitol Mall, Suite 1850, Sacramento, CA 95814.

On December 16, 2008, I served the foregoing document entitled:

SCO’S RESPONSE TO THE INCORRECT REDUCTION CLAIM FOR
LONG BEACH COMMUNITY COLLEGE DISTRICT, CSM 05-4206-1-10

on all interested parties in this action by placing a true and correct copy thereof enclosed in a sealed envelope,
addressed as follows:

Paula Higashi (original) Irma Ramos, Administrative Dean
Executive Director Long Beach Community College District
Commission on State Mandates 4901 East Carson Street

980 Ninth Street, Suite 300 Long Beach, CA 90808

Sacramento, CA 95814

Keith B. Petersen, President
SixTen and Associates

5252 Balboa Avenue, Suite 807
San Diego, CA 92117

[X] BY MAIL

I placed the envelope for collection and processing for mailing following this business’s ordinary practice with
which I am readily familiar. On the same day correspondence is placed for collection and mailing, it is deposited
in the ordinary course of business with the United States Postal Service.

[ 1 BY PERSONAL SERVICE
I caused to be delivered by hand to the above-listed addressees.

[ 1] BY OVERNIGHT MAIL/COURIER
To expedite the delivery of the above-named document, said document was sent via overnight courier for next day
delivery to the above-listed party.

[ 1 BY FACSIMILE TRANSMISSION
In addition to the manner of service indicated above, a copy was sent by facsimile transmission to the above-listed

party.
I declare that I am employed in the office of a member of the bar of this court at whose direction the
service was made. I declare under penalty of perjury under the laws of California that the foregoing is true and

correct.

Executed on December 16, 2008, at Sacramento, California.

Woofooe 4. Corg——

Amber A. Camarena

Proof of Service - 1




RESPONSE BY THE STATE CONTROLLER’S OFFICE (SCO)
TO THE INCORRECT REDUCTION CLAIM (IRC) BY
LONG BEACH COMMUNITY COLLEGE DISTRICT
Health Fee Elimination Program
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OFFICE OF THE STATE CONTROLLER

300 Capitol Mall, Suite 1850
Sacramento, CA 94250
Telephone No.: (916) 445-6854

BEFORE THE

COMMISSION ON STATE MANDATES

STATE OF CALIFORNIA

INCORRECT REDUCTION CLAIM ON:
Health Fee Elimination Program

Chapter 1, Statutes of 1984, 2™ Extraordinary
Sesston, and Chapter 1118, Statutes of 1987

LONG BEACH COMMUNITY COLLEGE
DISTRICT,
Claimant

No.: CSM 05-4206-1-03

AFFIDAVIT OF BUREAU CHIEF

I, Jim L. Spano, make the following declarations:

1) Iam an employee of the State Controller’s Office (SCO) and am over the age of 18

years.

2) Iam currently employed as a bureau chief, and have been so since April 21, 2000.

3) Iam a California Certified Public Accountant.

4) 1 reviewed the work performed by the SCO auditor.

5) Any attached copies of records are true copies of records, as provided by the Long
- Beach Community College District or retained at our place of business.

6) The records include claims for reimbursement, along with any attached supporting
documentation, explanatory letters, or other documents relating to the above-entitled

Incorrect Reduction Claim.
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7) A field audit of the claims for fiscal year (FY) 2001-02 and FY 2002-03 commenced on
August 18, 2004, and ended on October 14, 2004.

I do declare that the above declarations are made under penalty of perjury and are true and
correct to the best of my knowledge, and that such knowledge is based on personal

observation, information, or belief.

Date: November 17, 2006

OFFICE OF THE STATE CONTROLLER

By: % //%/
Jiny'l.. Spano, Chie
éompliance Audits Bureau
Division of Audits

State Controller’s Office
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STATE CONTROLLER’S OFFICE ANALYSIS AND RESPONSE
TO THE INCORRECT REDUCTION CLAIM BY
LONG BEACH COMMUNITY COLLEGE DISTRICT
For Fiscal Year (FY) 2001-02 and FY 2002-03

Health Fee Elimination Program _
Chapter 1, Statutes of 1984, 2" Extraordinary Session,
and Chapter 1118, Statutes of 1987

SUMMARY

The following is the State Controller’s Office’s (SCO) response to the Incorrect Reduction Claim that the
Long Beach Community College District submitted on September 6, 2005. The SCO audited the district’s
claims for costs of the legislatively mandated Health Fee Elimination Program for the period of July 1,
2001, through June 30, 2003. The SCO issued its final report on April 27, 2005 (Exhibit D).

The district submitted reimbursement claims totaling $516,978 as follows.

e FY 2001-02—$244,306 (Exhibit G)
e FY 2002-03—$272,672 (Exhibit G)

The SCO determined that $50,349 is allowable and $466,629 is unallowable. The unallowable costs
occurred primarily because the district overstated its indirect cost rates and understated authorized health
services fees. The State paid the district $25,457. The State will pay allowable costs claimed that exceed
the amount paid, totaling $24,892, contingent upon available approprlatlons The following table
summarizes the audit results.

Actual Costs Allowable Audit

Cost Elements Claimed per Audit Adjustments
July 1, 2001, through June 30, 2002
Salaries and benefits : $ 318568 $§ 318,568 $ —
Services and supplies 98,913 90,493 (8,420)
Subtotal 417,481 409,061 (8,420)
Indirect costs 149,291 75,424 (73,867)
Total health expenditures 566,772 484,485 (82,287)
Less authorized health fees (321,995) (432,828) (110,833)
Less offsetting savings/reimbursements — (837) (837)
Less cost of services in excess of FY 1986-87 services (471) 471) —
Total costs $ 244306 50,349  §$ (193,957)
Less amount paid by the State (25,457)
Allowable costs claimed in excess of (less than) amount paid $ 24,892
July 1, 2002, through June 30, 2003
Salaries and benefits $ 342,109 $ 342,109 $ —
Services and supplies 96,417 87,780 (8,637)
Subtotal 438,526 429,889 (8,637
Indirect costs 148,836 71,522 (71,314)
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Actual Costs Allowable Audit
Cost Elements Claimed __per Audit Adjustments

July 1, 2002, through June 30; 2003 (continued)

Total health expenditures 587,362 507,411 (79,951)
Less authorized health fees (313,843) (531,252) (217,409)
Less offsetting savings/reimbursements (847) (847 —
Total costs , 272,672 (24,688) (297,360)
Adjustment to eliminate negative balance — 24,688 24,688
Net allowable costs $ 272,672 — $ 272,672
Less amount paid by the State _ —

Allowable costs claimed in excess of (less than) amount paid 3 —

Summary: July 1, 2001, through June 30, 2003

Salaries and benefits $ 660,677 -$ 660,677 $ —
Services and supplies 195,330 178,273 (17,057)
Subtotal o + 856,007 838,950 (17,057)
Indirect costs 298,127 152,946 (145,181)
Total health expenditures 1,154,134 991,896 (162,238)
Less authorized health fees (635,838) (964,080) (328,242)
Less cost of services in excess of FY 1986-87 services 471) 471) —
Less offsetting savings/reimbursements (847) (1,684) (837)
Total costs 516,978 25,661 (491,317)
Adjustment to eliminate negative balance — 24,688 24,688
Net allowable costs $ 516,978 50,349  § (466,629)
Less amount paid by the State (25,457)

Allowable costs claimed in excess of (less than) amount paid § 24,892

The district believes that its claimed indirect cost rates are appropriate and that it reported the correct
amount of health service fee revenues. The district did not contest the audit adjustments identified in
Finding 1 (unallowable services and supplies) and Finding 4 (understated expenditures and related
offsetting revenues) of the final audit report. The district believes that the SCO was not authorized to
audit the district’s FY 2001-02 claim.

I. SCO REBUTTAL TO STATEMENT OF DISPUTE—
CLARIFICATION OF REIMBURSABLE ACTIVITIES, CLAIM CRITERIA, AND
DOCUMENTATION REQUIREMENTS

Parameters and Guidelines

On August 27, 1987, the Commission on State Mandates (COSM) adopted Parameters and
Guidelines’ for Chapter 1, Statutes of 1984, 2nd Extraordinary Session. The COSM amended
Parameters and Guidelines on May 25, 1989 (Exhibit B), because of Chapter 1118, Statutes of
1987.

2
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Parameters and Guidelines (amended May 25, 1989) identifies the scope of the mandate and the
reimbursable activities as follows.

V. REIMBURSABLE COSTS
A. Scope of Mandate

Eligible community college districts shall be reimbursed for the costs of providing a health
services program. Only services provided in 1986-87 fiscal year may be claimed.

B. Reimbursable Activities

For each eligible claimant, the following cost items are reimbursable to the extent they were
provided by the community college district in fiscal year 1986-87. . . . [see Exhibit B for a list
of reimbursable items.]

Parameters and Guidelines (amended May 25, 1989) provides the following claim preparation
criteria.

VI. CLAIM PREPARATION

B. Actual Costs of Claim Year for Providing 1986-87 Fiscal Year Program Level of Service
Claimed costs should be supported by the following information:
1. Employee Salaries and Benefits

Identify the employee(s), show the classification of the employee(s) involved, describe the
mandated functions performed and specify the actual number of hours devoted to each
function, the productive hourly rate, and the related benefits. The average number of hours
devoted to each function may be claimed if supported by a documented time study.

2. Services and Supplies

Only expenditures which can be identified as a direct cost of the mandate can be claimed.
List cost of materials which have been consumed or expended specifically for the purpose
of this mandate.

3. Allowable Overhead Cost

Indirect costs may be claimed in the manner described by the State Controller in his
claiming instructions. '

Parameters and Guidelines (amended May 25, 1989) defines supporting data as follows.

VIIL. SUPPORTING DATA

For auditing purposes, all costs claimed must be traceable to source documents and/or worksheets
that show evidence of the validity of such costs. This would include documentation for the fiscal
year 1986-87 program to substantiate a maintenance of effort. These documents must be kept on
file by the agency submitting the claim for a period of no less than three years from the date of the
final payment of the claim pursuant to this mandate, and made available on the request of the State
Controller or his agent.

Parameters and Guidelines (amended May 25, 1989) defines offsetting savings and other
reimbursements as follows.

VIII. OFFSETTING SAVINGS AND OTHER REIMBURSEMENTS

Any offsetting savings the claimant experiences as a direct result of this statute must be deducted
from the costs claimed. In addition, reimbursement for this mandate received from any source,
e.g., federal, state, etc., shall be identified and deducted from this claim. This shall include the
amount . . . authorized by Education Code Section 72246 for health services [now Education Code
Section 76355}.

3
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IIL.

SCO Claiming and Filing Instructions

The SCO annually issues claiming instructions, which contain filing instructions for mandated cost
programs. The September 2002 claiming instructions provide instructions for indirect costs. Section
5B(2) of the instructions (Tab 3) states, “A college has the option of using a federally approved rate,
utilizing the cost accounting principles from Office of Management and Budget Circular A-21 ‘Cost
Principles for Educational Institutions,” or the Controller’s methodology outlined in the following
paragraphs [FAM-29C]. . ..” The instructions are consistent with the Health Fee Elimination Claim
Summary Instructions, Item (05) (Tab 4).

The September 2002 indirect cost claiming instructions are believed to be, for the purposes and
scope of the audit period, substantially similar to the version extant at the time the district filed its
FY 2000-01 and FY 2001-02 mandated cost claims.

UNALLOWABLE SERVICES AND SUPPLIES

Issue

The district overclaimed services and supplies by $17,894 for the audit period. The related
unallowable indirect costs totaled $6,241, based on claimed indirect cost rates. The district
overclaimed insurance premiums paid for student basic and catastrophic coverage by $11,869
because it included unallowable premiums paid for athletic insurance. In addition, the district
inadvertently claimed $6,025 twice for services and supplies.

SCO Analysis

Parameters and Guidelines states that the cost of insurance is reimbursable for the following
activities: (1) on campus accident, (2) voluntary, and (3) insurance inquiry/claim administration.

Education Code Section 76355(d) (formerly Section 72246(2)) states that athletic insurance is not an
authorized expenditure for health services. ‘

Parameters and Guidelines also states that all costs claimed must be traceable to source
documentation that shows evidence of the validity of such costs.

District’s Response

The district does not dispute this adjustment.
OVERSTATED INDIRECT COST RATES CLAIMED
Issue

The district overstated its cost rates, thus overstating its indirect costs by $139,093 for the audit
period.

The district claimed indirect costs based on indirect cost rate proposals (ICRPs) prepared for each
fiscal year by an outside consultant using OMB Circular A-21 (Tab 5) methodology. However, the
district did not receive federal approval of its ICRPs.

The SCO claiming instructions provide an alternative indirect costs rate methodology.
Consequently, for FY 2001-02 and FY 2002-03, the SCO auditor calculated indirect costs using the
methodology described in the SCO claiming instructions using Form FAM-29C. The alternative
methodology did not support the rates that the district claimed.

4
105




Consistent with this methodology, the SCO auditor calculated the indirect cost rates of 18.23% for
FY 2001-02 and 17.96% for FY 2002-03. The differences between rates claimed and rates computed
by the SCO were applied to total direct costs for each corresponding year, resulting in overstated
claimed costs of $70,710 for FY 2001-02 and $68,383 for FY 2002-03.

SCO Analysis

Parameters and Guidelines allows community college districts to claim indirect costs according to
the SCO’s claiming instructions (Tab 3). The claiming instructions require that districts obtain
federal approval of ICRPs prepared using OMB Circular A-21 methodology. Alternatively, districts
may use the SCO’s Form FAM-29C to compute indirect cost rates. Form FAM-29C calculates
indirect cost rates using total expenditures reported on the California Community Colleges Annual
Financial and Budget Report, Expenditures by Activity (CCFS-311). Form FAM-29C eliminates
unallowable expenses and segregates the adjusted expenses between those incurred for direct and
indirect activities relative to the mandated cost program.

District’s Response

... Contrary to the Controller’s ministerial preferences, there is no requirement in law that the
district’s indirect cost rate must be “federally” approved, and further the Controller has never specified
the federal agencies which have the authority to approve indirect cost rates. . . .

CCFS-3111

In fact, both the District’s method and the Controller’s method utilized the same source document, the
CCFS-311 annual financial and budget report required by the state. The difference in the claimed and
audited methods is in the determination of which of those cost elements are direct costs and which are

indirect costs. . . .

Regulatory Requirements

No particular indirect cost rate calculation is required by law. The parameters and guidelines state that
“Indirect costs may be claimed in the manner described by the Controller in his claiming instructions.”
The district claimed these indirect costs “in the manner” described by the Controller. The correct forms
were used and the claimed amounts were entered at the correct locations. Further, “may” is not “shall”;
the parameters and guidelines do not require that indirect costs be claimed in the manner described by
the Controller. . .. Since the Controller’s claiming instructions were never adopted as law, or
regulations pursuant to the Administrative Procedure Act, the claiming instructions are meSrely a
statement of the ministerial interests of the Controller and not law.

Unreasonable or Excessive

Government Code Section 17561(d)(2) requires the Controller to pay claims, provided that the
Controller may audit the records of any school district to verify the actual amount of the mandated
costs, and may reduce any claim that the Controller determines is excessive or unreasonable. The
Controller is authorized to reduce a claim only if it determines the claim to be excessive or
unreasonable. Here, the District has computed its ICRPs utilizing cost accounting principles from the
Office of Management and Budget Circular A-21, and the Controller has disallowed it without a
determination of whether the product of the District’s calculation would, or would not, be excessive,
unreasonable, or inconsistent with cost accounting principles. . . .

Neither State law nor the parameters and guidelines made compliance with the controller’s claiming
instructions a condition of reimbursement. The district has followed the parameters and guidelines.
The burden of proof is on the controller to prove that the product of District’s calculation is
unreasonable, not to recalculate the rate according to its unenforceable ministerial preferences.
Therefore, Controller made no determination as to whether the method used by the District was
reasonable, but, merely substituted its FAM-29C method for the method reported by the Dsitrict (sic).
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The substitution of the FAM-20C method is an arbitrary choice of the Controller, not a “finding”
enforceable either by fact or law.

SCO’s Comment

Parameters and Guidelines, Section VI, states, “Indirect costs may be claimed in the manner
described by the State Controller in his claiming instructions.” The district misinterprets “may be
claimed” by implying that compliance with the claiming instructions is voluntary. Instead, “may be
claimed” simply permits the district to claim indirect costs. However, if the district chooses to claim
indirect costs, then the district must comply with the SCO’s claiming instructions. The district’s
implication that it claimed costs in the manner described by the SCO simply by completing what it
interprets to be the correct forms is without merit.

The SCO’s claiming instructions state, “A college has the option of using a federally approved rate,
utilizing the cost accounting principles from Office of Management and Budget Circular A-21 ‘Cost
Principles for Educational Institutions,” or the Controller’s methodology outlined in the following
paragraphs [FAM-29C]. . . .” This instruction is consistent with Parameters and Guidelines for other
community college district mandated programs, including the following.

Absentee Ballots

Collective Bargaining

Health Benefits for Survivors of Peace Officers and Firefighters
Law Enforcement College Jurisdiction Agreements

Mandate Reimbursement Process

Open Meetings Act .
Photographic Record of Evidence

Sex Offenders Disclosure by Law Enforcement Officers

Sexual Assault Response Procedure

(Note: These Parameters and Guidelines provide a third option, a 7% flat rate.) Therefore, the SCO
did not act arbitrarily by using the FAM-29C methodology to calculate allowable indirect cost rates.

We agree with the district’s statement that the difference between the claimed and audited rates is the
identification of costs as direct or indirect. The FAM-29C methodology classifies costs as direct or
indirect as they relate to the mandated cost program.

In addition, neither this district nor any other district requested that the COSM review the SCO’s
claiming instructions pursuant to Title 2, California Code of Regulations (CCR), Section 1186.
Furthermore, the district may not now request a review of the claiming instructions applicable to the
audit period. Title 2 CCR Section 1186(j)(2) states, “A request for review filed after the initial
claiming deadline must be submitted on or before January 15 following a fiscal year in order to
establish eligibility for reimbursement for that fiscal year.”

The SCO is not responsible for identifying the district’s responsible federal agency. OMB Circular
A-21 states;

[Cognizant agency responsibility] is assigned to the Department of Health and Human Services (HHS)
or the Department of Defense's Office of Naval Research (DOD), normally depending on which of the
two agencies (HHS or DOD) provides more funds to the educational institution for the most recent
three years. ... In cases where neither HHS nor DOD provides Federal funding to an educational
institution, the cognizant agency assignment shall default to HHS.

Government Code Section 17558.5 requires the district to file a reimbursement claim for actual
mandate-related costs. Government Code Section 17561(d)(2) allows the SCO to audit the district’s
records to verify actual mandate-related costs and reduce any claim that the SCO determines is

6
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IV.

excessive or unreasonable. In addition, Government Code Section 12410 states, “The Controller shall
audit all claims against the state, and may audit the disbursement of any state money for correctness,
legality, and for sufficient provisions of law for payment.” Therefore, the district’s contention that
the SCO “is authorized to reduce a claim only if it determines the claim to be excessive or
unreasonable” is without merit.

Nevertheless, the SCO did conclude that the district’s claimed indirect costs were excessive.
“Excessive” is defined as “exceeding what is usual, proper, necessary, or normal. . .. Excessive
implies an amount or degree too great to be reasonable or acceptable. ...”' The district did not
obtain federal approvals of its ICRPs for FY 2001-02 and FY 2002-03; therefore, the SCO auditor
calculated indirect costs using the methodology described in the SCO claiming instructions using
Form FAM-29C. The alternative methodology indirect cost rates did not support the rates that the
district claimed; thus, the rates claimed were excessive.

" Merriam-Webster’s Collegiate Dictionary, Tenth Edition, © 2001.
UNDERSTATED AUTHORIZED HEALTH FEE REVENUES CLAIMED

Issue

The district understated authorized health service fees by $217,409 for the audit period because it
reported actual revenues received rather than the health service fees it was authorized to collect.

The district was unable to retrieve student attendance data from its computer system that was used to
calculate the revenues reported in its reimbursement claims. At the district’s recommendation, the
SCO recalculated the authorized health service fees the district was authorized to collect and
compared that total to what the district reported.

SCO Analysis

Parameters and Guidelines requires district to deduct authorized health services fees from costs
claimed. Education Code Section 76355(c) states that health fees are authorized from all students
except those students who: (1) depend exclusively on prayer for healing; (2) are attending a
community college under an approved apprenticeship training program; (3) demonstrate financial
need.

Effective with the summer of 1997, authorized health service fees, pursuant to Education Code
Section 76355, were $8 per student for summer semester and $11 per student for the fall and spring
semesters. Effective with the summer 2001 session, Education Code Section 76355(a) authorized a
$1 increase to health service fees, resulting in authorized health service fees of $9 per student for
summer semester and $12 per student for the fall and spring semesters.

Government Code Section 17514 defines “costs mandated by the state” as any increased costs that a
school district is required to incur. To the extent community college districts can charge a fee, they
are not required to incur a cost. In addition, Government Code Section 17556 states that COSM shall
not find costs mandated by the State if the school district has the authority to levy fees to pay for the
mandated program or increased level of service.

District’s Response

This finding is based on the Controller’s recalculation of the student health services fees which may
have been “collectible” which was then compared to the District’s student health fee revenues actually
received, resulting in a total adjustment of $217,409 for the two fiscal years.
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Education Code Section 76355

Education Code Section 76355, subdivision (a), in relevant part, provides: “The governing board of a
district maintaining a community college may require community college students to pay a fee . . . for
health supervision and services. . . . “There is no requirement that community colleges levy these fees.
The permissive nature of the provision is further illustrated in subdivision (b) which states “If, pursuant
to this Section, a fee is required, the governing board of the district shall decide the amount of the fee,
if any, that a part-time student is required to pay. The governing board may decide whether the fee
shall be mandatory or optional.” [Emphasis added by the district.]

Parameters and Guidelines

This Controller states that the “Parameters and Guidelines requires that the district deduct authorized
health fees from claimed costs.” The parameters and guidelines do not state this but instead state:

“Any offsetting savings that the claimant experiences as a direct result of this statute must be
deducted from the costs claimed. In addition, reimbursement for this mandate received from
any source, e.g., federal, state, etc., shall be identified and deducted from this claim. This shall

include the amount of [student fees] as authorized by Education Code Section 72246(a)>.”

2 Former Education Code Section 72246 was repealed by Chapter 8, Statutes of 1993, Section 29, and was
replaced by Education Code Section 76355.

In order for a district to “experience” these “offsetting savings” the district must actually have
collected these fees. Student health fees actually collected must be used to offset costs, but not student
health fees that could have been collected and were not. The use of the term “any offsetting savings”
further illustrates the permissive nature of the fees.

Government Code Section 17514

The Controller relies upon Government Code Section 17514 for the conclusion that “[t]o the extent
community college districts can charge a fee, they are not required to incur a cost.”. . . There is nothing
in the language of the statute regarding the authority to charge a fee, any nexus of fee revenue to
increased cost, nor any language which describes the legal effect of fees collected.

Government Code Section 17556

The Controller relies upon Government Code Section 17556 for the conclusion that “the COSM shall
not find costs mandated by the State if the school district has the authority to levy fees to pay for the
mandated program or increased level of service.”...The Controller misrepresents the law.
Government Code Section 17556 prohibits the Commission on State Mandates from finding costs
subject to reimbursement, that is, approving a test claim activity for reimbursement, where there is
authority to levy fees in an amount sufficient to offset the entire mandated costs. Here, the Commission
has already approved the test claim and made a finding of a new program or higher level of service for
which the claimants do not have the ability to levy a fee in an amount sufficient to offset the entire
mandated costs.

Student Health Services Fee Amount

The Controller asserts that the district should have collected a student health service fee each semester
from non-exempt students in the amount of $9 or $12, depending on the fiscal year and whether the
student is enrolled full time or part time. Districts receive notice of these fee amounts from the
Chancellor of the California Community Colleges. An example of one such notice is the letter dated
March 5, 2001, attached as Exhibit “F.” While Education Code Section 76355 provides for an increase
in the student health service fee, it did not grant the Chancellor the authority to establish mandatory fee
amounts or mandatory fee increases. . . . Therefore, the Controller cannot rely upon the Chancellor’s.
notice to adjust the claim for “collectible” student health services fees.
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Fees Collected vs. Fees Collectible

This issue is one of student health fees revenue actually received, rather than student health fees which
might be collected. The Commission determined, as stated in the parameters and guidelines that the
student health fees “experienced” (collected) would reduce the amount subject to reimbursement.
Student fees not collected are student fees not “experienced” and as such should not reduce
reimbursement. Further, the amount “collectible” will never equal actual revenues collected due to
changes in a student’s BOGG eligibility, bad debt accounts, and refunds.

Because districts are not required to collect a fee from students for student health services, and if such
a fee is collected the amount is to be determined by the District and not the Controller, the Controller’s
adjustment is without legal basis. What claimants are required by the parameters and guidelines to do
is to reduce the amount of their claimed costs by the amount of student health services fee revenue
actually received. Therefore, student health fees are merely collectible, they are not mandatory, and it
is inappropriate to reduce claim amounts by revenues not received.

SCO’s Comment

We agree that community college districts may choose not to levy a health service fee. However,
Education Code Section 76355(a) provides districts the authority to levy a health service fee.
Education Code Section 76355(c) specifies the authorized fees. We also agree that the California
Community Colleges Chancellor’s Office (CCCCO) does not have the authority to establish
mandatory fee amounts or mandatory fee increases. The CCCCO merely notifies districts of changes
to the authorized fee amount, pursuant to Education Code Section 76355(a).

Regardless of the district’s decision to levy or not levy a health service fee, the district does have the
authority to levy the fees. In addition, contrary to the district’s response, the SCO made no
distinction between full-time or part-time students regarding the authorized health service fee.
Districts are authorized to levy the full fee amount to both part-time and full time students.
Government Code Section 17514 states that “costs mandated by the state” means any increased costs
that a school district is required to incur. Furthermore, Government Code Section 17556(d) states
that the COSM shall not find costs mandated by the State if the school district has the authority to
levy fees to pay for the mandated program or increased level of service. For the Health Fee
Elimination mandated program, the COSM clearly recognized the availability of another funding
source by including the fees as offsetting savings in Parameters and Guidelines, Section VIII
(amended May 25, 1989). To the extent districts have authority to charge a fee, they are not required
to incur a cost.

The district misrepresents the COSM’s determination regarding authorized health service fees. The
COSM’s staff analysis of May 25, 1989, regarding the proposed Parameters and Guidelines
amendments (Tab 6), states;

Staff amended Item “VIII. Offsetting Savings and Other Reimbursements” to reflect the reinstatement
of [the] fee authority.

In response to that amendment, the DOF [Department of Finance] has proposed the addition of the
following language to Item VIIL to clarify the impact of the fee authority on claimants’ reimbursable
costs:

“If a claimant does not levy the fee authorized by Education Code Section 72246(a), it shall
deduct an amount equal to what it would have received had the fee been levied.”

Staff concurs with the DOF proposed language which does not substantively change the scope of Item
VIIL :

Thus, it is clear that the COSM’s intent was that claimants deduct authorized health service fees
from mandate-reimbursable costs claimed. Furthermore, the staff analysis included an attached letter
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VI

from the CCCCO, dated April 3, 1989; In that letter, the CCCCO concurred with the DOF and the
COSM regarding authorized health service fees.

Since the COSM’s staff concluded that DOF’s proposed language did not substantively change the
scope of staff’s proposed language, COSM staff did not further revise the proposed Parameters and
Guidelines. The COSM’s meeting minutes of May 25, 1989 (Tab 7) show that the Commission
adopted the proposed Parameters and Guidelines on consent, with no additional discussion.
Therefore, there was no change to the COSM’s interpretation regarding authorized health service
fees.

Two court cases addressed the issue of fee authority.” Both cases concluded that “costs” as used in
the constitutional provision, exclude “expenses that are recoverable from sources other than taxes.”
In both cases, the source other than taxes was fee authority.

* County of Fresno v. California (1991) 53 Cal. 3d 482; Connell v. Santa Margarita (1997) 59 Cal. App. 4"382.

The district also states, “the amount ‘collectible’ will never equal actual revenues collected due to
changes in a student’s BOGG eligibility, bad debt accounts, and refunds.” The SCO calculated
authorized health service fees based on the district’s records of enrollment and BOGG grants. The
district is responsible for providing accurate enrollment and BOGG grant data, including any
changes that result from BOGG grant eligibility or students who disenroll. Consistent with OMB
Circular A-21, Section J, the district is responsible for any bad debt accounts. Further, Parameters
and Guidelines does not include a provision for bad debt accounts related to health service fees.

UNDERSTATED EXPENDITURES AND OFFSETTING REIMBURSEMENTS

Issue

The district underclaimed services and supplies by $837 for FY 2001-02. The related indirect costs
totaled $153, based on the allowable indirect cost rate claimed for that fiscal year. The district also
underclaimed offsetting revenues received in reimbursement of the $837 expenditure noted above.

SCO Analysis

Parameters and Guidelines states that eligible community college districts shall be reimbursed for
the costs of providing a health services program. Parameters and Guidelines also requires the
districts to list the cost of materials that have been consumed or expended specifically for the

_purpose of this mandate.

Parameters and Guidelines states that reimbursement for this mandate received from any source
(e.g., federal, state, etc.) shall be identified and deducted from this claim.

District’s Response

The district stated that this issue is not material and, therefore, does not dispute the adjustment.
STATUTE OF LIMITATIONS FOR AUDIT

Issue

Based on the statute of limitations for audit, the district believes that the SCO had no authority to
assess audit adjustments for FY 2001-2002.

10
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SCO Analysis

Government Code Section 17558.5(a), effective July 1, 1996, states that a district’s reimbursement
claim is subject to audit no later than two years after the end of the calendar year in which the claim
is filed or last amended. The district filed its FY 2001-2002 claim on December 6, 2002. Thus, this
claim was subject to audit until December 31, 2004. The SCO conducted an audit entrance
conference on August 18, 2004. Therefore, the SCO initiated an audit within the period that the
claim was subject to audit.

District’s Response

... The District asserts that the first year of the two claims audited, FY 2001-02, was beyond the
statute of limitations for audit when the Controller completed its audit on April 27, 2005.

Chronology of Claim Action Dates

December 06, 2002 FY 2001-02 claim filed by the District

August 18, 2004 Entrance conference date.

December 31, 2004 FY 2001-02 statute of limitations for audit expires
April 27, 2005 Controller’s audit report issued

The District’s fiscal year 2001-02 claim was mailed to the Controller on December 06, 2002.
According to Government Code Section 17558.5, this claim is subject to audit no later than
December 31, 2004. The audit was not completed by this date. Therefore, the audit adjustments for
FY 2001-02 are barred by the statute of limitations set forth in Government Code Section
17558.5. ...

Statutory History

Prior to January 1, 1994, no statute specifically governed the statute of limitations for audits for audits
of mandate reimbursement claims. Statutes of 1993, Chapter 906, Section 2, operative January 1,
1994, added Government Code Section 17558.5 to establish for the first time a specific statute of
limitations for audit of mandate reimbursement claims. . . .

Statutes of 1995, Chapter 945, Section 13, operative July 1, 1996, repealed and replaced Section
17558.5, changing only the period of limitations. . . .

FY 2001-02, is subject to the two-year statute of limitations established by Chapter 945/95. FY 2001-
02 was beyond audit when the audit report was issued. . . .

Statutes of 2002, Chapter 1128, Section 14.5, operative January 1, 2003 amended Section
17558.5. ...

The amendment is pertinent since it indicates this is the first time that the factual issué of the date the
audit is “initiated” for mandate programs for which funds are appropriated is introduced. . . .

Statutes of 2004, Chapter 890, Section 18, operative January 1, 2005 amended Section 17558.5. . ..
The amendment is pertinent since it indicates this is the first time that the Controller audits may be
completed at a time other than the stated period of limitations.

Initiation of An Audit

... The Controller did not complete the audit within the statutory period allowed for the first year
claim included in this audit. . . . The audit findings are therefore void for the FY 2001-02 claim. . . .

SCO’s Comment

The SCO initiated the audit of the district’s FY 2001-02 claim on August 18, 2004, which is prior to
the December 31, 2004, deadline for the claim to be audited.

The district believes that the audit initiation date is not relevant because the phrase “initiate an audit”
is not specifically stated in the Government Code language applicable to these claims. Instead, the
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district believes the audit report date is relevant. In particular, the district believes that Chapter 890,
Statutes of 2004 is pertinent because “it indicates this is the first time that the Controller audits may
be completed at a time other than the stated period of limitations.” This is an erroneous conclusion;
before Chapter 890, Statutes of 2004, there was no statutory language defining when the SCO must
complete an audit.

As of July 1, 1996, Government Code Section 17558.5(a) stated, “A reimbursement claim. . . . is
subject to audit by the Controller no later than two years after the end of the calendar year in which
the reimbursement claim is filed or last amended. . . .” In construing statutory language, we are to
“ascertain the intent of the Legislature so as to effectuate the purpose of the law.” (Dyna-Med., Inc.
v. Fair Employment and Housing Com. [(1987)] 43 Cal.3d 1379, 1386.) In doing so, we look first to
the statute’s words, giving them their usual and ordinary meaning. (Committee of Seven Thousand v.
Superior Court {(1988)] 45 Cal. 3d 491, 501.)

In Government Code Section 17558.5(a), the words “subject to” mean that the district is “in a
position or circumstance that places it under the power or authority of another.” The SCO exercised
its authority to audit the district’s claims by conducting the audit entrance conference within the
statute of limitations. There is no statutory language that requires the SCO to publish a final audit
report before the two-year period expires.

4 Source: American Heritage Dictionary of the English Language, Fourth Edition © 2000.

As of January 1, 2003, Government Code Section 17558.5(a) was amended to state, “A
reimbursement claim. . . . is subject to the initiation of an audit by the Controller no later than three
years after the reimbursement claim is filed or last amended, whichever is later....” [Emphasis
added.] While the amendment does not define the start of an audit, the phrase “initiation of an audit”
implies the first step taken by the Controller. Construing the statutory language to permit the
Controller’s initial contact as the audit’s initiation is consistent with the statutory language as well as
subsequent amendments. To read the statute as requiring that the SCO publish a final audit report
would be to read into the statute provisions that do not exist.

The fundamental purpose underlying the statute of limitations is “to protect the defendants from
having to defend stale claims by providing notice in time to prepare a fair defense on the merits.”
(Downs v. Department of Water & Power [(1977)] 58 Cal. App. 4™ 1093.) Here, the SCO exercised
its authority to audit the district’s claims by conducting the audit entrance conference on August 18,
2004, well before the statute of limitations expired for the FY 2001-2002 claim
(December 31, 2004).

. CONCLUSION

The SCO audited the Long Beach Community College District’s claims for costs of the legislatively
mandated Health Fee Elimination Program (Chapter 1, Statutes of 1984, 2™ Extraordinary Session,
and Chapter 1118, Statutes of 1987) for the period of July 1, 2001, through June 30, 2003. The
district claimed $516,978 for the mandated program. Our audit disclosed that $50,349 is allowable
and $466,629 is unallowable. The unallowable costs occurred primarily because the district
overstated its indirect cost rates and understated authorized health service fees

The district claimed unallowable services, supplies, and related indirect costs totaling $24,135. The
district claimed costs that are not reimbursable under the mandated program and inadvertently
claimed some costs twice. The district does not dispute this adjustment.

The district overstated its indirect cost rates, thus overstating its indirect costs by $139,093 for the
audit period. The district did not obtain federal approval of its indirect cost rate proposals prepared
using OMB Circular A-21 methodology. The SCO calculated indirect cost rates using the alternate
methodology; these rates did not support the rates claimed.
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VIII

The district understated authorized health fees by $217,409 for the audit period because it reported
actual revenues received rather than the health service fees it was authorized to collect.

The district underclaimed services, supplies and related indirect costs by $990 for FY 2001-02. The
district also underclaimed related offsetting revenues totaling $837. The district stated that this issue
is not material and, therefore, does not dispute the adjustment.

In addition, the SCO initiated the audit of FY 2001-02 prior to the deadline for the claim to be
audited.

In conclusion, the COSM should find that: (1) the SCO had authority to audit FY 2001-02; (2) the
SCO correctly reduced the district’s FY 2001-02 claim by $193,957; and (3) the SCO correctly
reduced the district’s FY 2002-03 claim by $272,672.

CERTIFICATION
I hereby certify by my signature below that the statements made in this document are true and |

correct of my own knowledge, or, as to all other matters, I believe them to be true and correct based
upon information and belief.

" Executed on M/ ',7, 2005 , at Sacramento, California, by:

Jim ¥/ Spano, Chief /S

Cofipliance Audits Bureau
tvision of Audits

State Controller’s Office
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B. Indirect Cost

performing the mandate or in departments that supply the department performing the mandate
with goods, services and facilities, As noted previously, in order for a cost to be allowable, it
must be allocabie to a particular cost objective. With respect to-indirect costs, this requires that
the cost be distributed to benefiting cost objectives on bases, which produce an equitable result
in relation lo the benefits derived by the mandate.

(1) lndirect.Costs for Schools

School districts and county superintendents of schools may claim indirect costs incurred for
mandated costs. For fiscal years prior fo 1986-87, school districts and county

The amount of indirect costs the claimant is efigible to claim js computed by multiplying the
rate by direct costs. When applying the rate, multiply the rate by direct costs not included in
total support services EDP No, 422 of the J-380 or J-580. If there are-any exceptions lo this
general rule for applying the indirect cast rate, they will be found in the individual mandate
instructions. .

(2). Indirect Cost Rate for Community Colleges

A college has the option of using a federally approved rate, utilizing the cost accounting
principles from Office of Management and Budget Circular "A-21 "Cost Principles for
Educational Institutions,” or the Controller's methodology outlined in the following
" paragraphs. If the federal rate is used, it must be from the same fiscal year in which. the
costs were incurred. '

The Controller. allows the following methodology for use by comrﬁunity colleges in

FAM-29C has been developed to"assist the community college in computing an indirect
cost rate for state mandates, Completion of this form consists of three main steps:

* The elimination of unaliowable costs from the expenées reported on the financiaj
statements. ) '

* . The segregation of the adjusted expenses between those incurred for direct and
indirect aclivities, : _ '

e The development of a ratio between the total indirect expenses and fotal direct
expenses incurred by the community college., o

Revised 9/02 ’ . j Filing a Claim, Page 7
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The computation is based on total expenditures as reported in "California Community
Colleges Annual Financial and Budget Report, Expenditures by Activity (CCFS-311)~
Expenditures classified by activity are Segregatled by the function they serve, Each function
may include expenses for salaries, fringe benefits, supplies, and capital outlay, OMB
Circular A-21 requires expenditures for capital outlays to be excluded from the indirect cost
rate computation. . '

Generally, a direct cost is one incurred specifically for one activity, Whife_ indirect costs are
of a more general nature and are incurred for the benefit of several activities. As previously
noted, the objective of this computation is to equitably allocate administrative support costs

cost, i.e., salaries of employee performing mandated cost activities, the cost should be
reclassified as a direct cost. Accounts in the following groups of accounts shoulg be
classified as direct costs: Instruction, Instructional Administration, Instructional Support
Services, Admissions and Records, Counseling and Guidance, Other Student Services,
Operation and Maintenance of Plant, Community Relations, Staft Services, Non-
instructional Staff-Retirees’ Benefits and Retirement Incentives, Community Services,
Ancillary Services and Auxiliary Operations. A college may classify a portion of the
expenses reported in the account Operation and Maintenance of Plant as indirect. The
claimant has the option of using a 7% or a higher expense percentage is allowable if the
college can support its allocation basis, '

The rate, derived by determining the ratio of lotal indirect expenses and total direct
expenses when applied to the direct costs claimed, will result in an equitable distribution of
the college's mandate related indirect costs. An example of the methodology used {o
compute an indirect cost rate'js presented in Table 4.

Revised 9/02 7 . - Filing a Claim, Page §
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Table 4 Indirect Cost Rate for Commuinity Colleges
MANDATED COST FORM
INDIRECT COST RATE FOR COMMUNITY COLLEGES FAM-29C
(01) Claimant (02) Period of Claim
(03) Expenditures by Activity {04) Allowable Costs
Activity EDP Total Adjustments Total ’ Indirect Direct
Subtotal Instruction 598/ $19,590,357| $1,339,059 $18,251,298 30| $18,251,298
Instructional Administration 6000
Academic Administration 301 2,941,386 105,348| 2,836,038 2,836,038
Course Curriculum & Develop. 302 21,585 0 21,595 0 21,595
Instructional Support Service 6100 '
Learning Center 311 22,737 863 21,874 0 21,874
Library 312 518,220 2591|. 515629 0 515629
Media 313 522,530 115,710 408,820 0 406,820
Museums and Galleries 314 0 o 0 0 0
Admissions and Records 6200 584,939 12,952 571,987 ) 0 571987
Counseling and Guidance 6300 1,679,595 54,401 1,625,195 0]  1,625195(
Other Student Services 6400 ‘I
Financial Aid Admlmstralron 321 391,459 20,724 370,735 a 370,735
Health Services 322 0 0 0 0 0
Job Placement Services 323 83,663 0 83,663 0 83,663
Sludent Personnel Admin, 324 289,926 12,953 276,973 0 276,973
Veterans Services 325 25,427 0 25,427 0 25427 -
Other Student Services 329 0 -0 0 0 o}
Operation & Maintenance 6500 ,
Building Maintenance 331] 1,079,260 44,039 1,035,221 0]  1,035221
Custodial Services - 332§ - 1,227,668 33677 1,193,991 0] 1,193,991
Grounds Maintenance 333" 596,257]. 70,807 525,450 0 525,450
Utilities 334 1 ,236,305 0] 1,236,305 0] 1,236,305
Other : 339 3,454 3,454 0 0 0
Planning and Policy Making 6600 587,817 22,451 565.366 565,366 0
General Inst.-Support Services 6700
Community Relations -341 0 0 0 0 0
Fiscal Operations 342 634,605 17,270 617,335 553,184 (a) 64,151
Subtptal $32,037,201 ~ $1,856,299{ $30,180,902 $1,118,550 $29,062;i£j :

Revised 9/02
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0 " Table 4 Indirect Cost Rate for Community Coileges (continued)
MANDATED COST FORM
INDIRECT COST RATE FOR COMMUNITY COLLEGES- FAM-29C
(01) Claimant (02) Period of Claim
(03) Expenditures by Activity (04) Allowable Costs
Activity EDP Total Adjustments | Total Indirect Direct
General Inst. Sup. Serv. (cont.) 6700
Administrative Services 343 $1,244,248 $219,331] $1,024,917 $933,494| (a) $91.423
Logistical Services - 344| 1,650,889 126,935 1,523,954 1,523,954 0
Staff Services 345 0 ) 0 ) 0 0 0
Noninstr, Staff Benefit & Incent. 346 10,937 0 10,937 0 10,937
Community Services 6800 .
Community Recreation 351 703,858 20,509 683,349 0 683,349
- Community Service Classes |. 352 ;123,188 24,826/ 398,362 -0 398,362
Community Use of Facilities 353 89,877 10,096 79,781 0 79,781
Ancillary Services 6900
Bookstores 361 ) 0 0 0 0 -0
Child Development Center 362 89,051 1,206 87,845 o} 87,845
Famm Operations . © 363 0 o] . 0 0 0
Food Services ’ 364 0 Coof ol 0 0
Parking _ . 365 420,274 6,857 413,417 0 413,417
Student Activities : 3663 of o of - 0 0
Student Housing 67 of ~ o 0 0 0
Other ) 379 oy of- 0 0 0
Auxliary Operations 7000 '
Auxiliary Classes ) . 381} 1,124,557 - 12,401 1,112,156 0" 1,112156
Other Auxiliary Operations K1:7] of . 0 o} 0 0
Physical Property Acquisitions © 7100 814,318 814,318 0 1] 0
(05) Total . $38,608,398 $3,092.77é $35,515.620 $3,575,998( $31,939,622
(06) Indirect Cost Rale: (Total Indirect Cost/Total Direct Cost) S 11.1961%
(07) Notes .
(a) Mandated Cost activilies designated as direct coslé per claim instructions,
Revised 9/02 - . : : Filing a Claim, Page 10
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State Controller's Office . School Mandated Cost Manual

HEALTH FEE ELIMINATION

1. Summary of Chapters 1'184, 'anrE.s., and Chapter 1118/87

Chapter 1, Statutes of 1984, 2nd E.S., repealed Education Code § 72248 which authorized
community college districts to charge a fee for the purpose of providing health supervision
and services, direct and indirect medical and hospitalization services, and operation of
student health centers. The statute also required community college districts that charged
afee in the 1983/84 fiscal year to maintain that level of health services in the 1984/85

fiscal year and each fiscal year thereafter, The provisions of this statute would
automatically repeal on December 31, 1987, which would reinstate the community college
districts' authority to charge a health fee as specified.

Chapter 1118, Statutes of 1987 amended Education Code § 72246 to require any
community college district that provided health services in the 1986/87 fiscal yeario
maintain health services at that level in the 1986/87 fiscal year and each fiscal year
thereafter. Chapter 8, Statutes of 1993, has revised the numbering of § 72246 to § 76355,

2. Eligible Claimants

Any community coliege district incurring increased costs as a result of this mandate is
eligible to claim reimbursement of these costs,

3. Appropriations

To determine if current funding is available for this program, refer to the schedule
"Appropriations for State Mandated Cost Programs" in the "Annual Claiming Instructions for
State Mandated Costs" issued in mid-September of each year to community college

" presidents.

4, Types of Claims

A.

Reimbursement and Estimated Claims

A claimant may file a reimbursement claim and/or an estimated claim. A :
reimbursement claim details the costs actually incurred for a prior fiscal year. An
estimated claim shows the costs to be incurred for the current fiscal year.

Minimum Claim:

Section 17564(a), Government Code, provides that no claim shall be filed pursisant to
Section 17561 unless such a claim exceeds $200 per program per fiscal year. -

5. Filing Deadline

(1) Referto item 3 "Appropriations” to determine if the program is funded for the current
fiscal year. If funding is available, an estimated claim-must be filed with the State
Controller's Office and postmarked by November 30, of the fiscal year in which costs
are to be incurred. Timely filed estimated claims will be paid before late claims,

After hai/ing received payment for an eslimated claim, the claimant must file a
reimbursement claim by November 30, of the following fiscal year regardless
whether the payment was more or less than the actual costs. If the local agency
fails to file a reimbursement claim, monies received must be retumed fo the
State. If no estimated claim was filed, the local agency may file a reimbursement

Revised 9/97

Chapters 1/84 and 1118/87, Page 1 of 3
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claim detailing the actual costs incurred for the fiscal year, provided there was an
appropriation for the program for that fiscal year. (See item 3 above).

(2) A reimbursement claim detailing the actual costs must be filed with the State »
Controller's Office and postmarked by November 30 following the fiscal year in which
costs were incurred. If the claim is filed after the deadline but by November 30 of the
succeeding fiscal year, the approved claim must be reduced by a late penalty of 10%,
not to exceed $1,000. Clalms filed more than one year after the deadline will not be
accepted.

6. Reimbursable Components

Eligible claimants will be reimbursed for health service costs at the level of service
provided in the 1986/87 fiscal year. The reimbursement will be reduced by the amount of
student health fees authorized per the Education Code § 76355.

Atfter January 1, 1993, pursuant to Chapter 8, Stalutes of 1993, the fees students were
required to pay for health supervision and services were not more than:

$10.00 per semester

$5.00 for summer school

$5.00 for each quarter

Beginning with the summer of 1997, the fees are:
$11.00 per semester

$8.00 for summer school or

$8.00 for each quarter

The district may increase fees by the same percentage increase as the Implicit Price
Deflator (IPD) for the state and local government purchase of goods and services.
Whenever the IPD calculates an increase of one dollar ($1) above the existing amount, the
fees may be increased by one dollar ($1).

7. Reimbursemer_\t Limitations

A.  If the level at which health services were provide'd during the fiscal year of
reimbursement is less than the level of health services that were provided in the
1986/87 fiscal year, no reimbursement is forthcoming.

B.  Any offsetling savings or reimbursement the claimant received from any source (e.g.
federal, state grants, foundations, etc.) as a result of this mandate, shall be identified
and deducted so only net local costs are claimed.

8. Claiming Forms and Instructions

The diagram "lllustration of Claim Forms" provides a graphical presentation of forms
required to be filed with a claim. A claimant may submit a computer generated report in
substitution for forms HFE-1.0, HFE-1.1, and form HFE-2 provided the format of the report
and data fields contained within the report are identical to the claim forms included in these
instructions. The claim forms provided with these instructions should be duplicated and
used by the claimant to file estimated and reimbursement claims. The State Controller's
Office wiil revise the manual and claim forms as necessary. In such instances, new

~ replacement forms will be mailed to claimants.

Chapters 1/84 and 1118/87, Page 2 of 3 ' : Revised 9/97
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A

Form HFE- 2, Health Services

This form is used to list the health services the community college provided during the
1986/87 fiscal year and the fiscal year of the reimbursement claim.

. Form HFE-1.1, Claim Summary

This form is used to compute the allowable increased costs an individual college of
the community college district has incurred to comply with the state mandate. The
level of health services reported on this form must be supported by official financial
records of the community college district. A copy of the document must be submitted
with the claim. The amount shown on line (13) of this form is camied to form HFE-1.0,

Form HFE-1.0, Claim Summary

This form is used to list the individual colleges that had increased costs due to the
state mandate and to compute a total claimable cost for the district. The "Total
Amount Claimed", line (04) on this form is canied forward to form FAM-27, iine 13, for
the reimbursement claim, or line (07) for the estimated claim.

Form FAM-27, Claim for Payment

This form contains a certification that must be signed by an authorized representalive
of the local agency. All applicable information from form HFE-1.0 and HFE 1.1 must
be carried forward to this form for the State Controliers Office to process the claim for
payment.

Mustration of Claim Forms

Form HFE-2

Health
Services

Forms HFE-1.1, Claim Summary

Complete a separate form HFE-1.1 for each

college for which costs are claimed by the
community college district.

Form HFE-1.1

Component/
Activity

Cost Detal)

v

Form HFE-1.0

Claim Summary

v

FAM-27
Clalm
for Payment

Revised 9/97
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CLAIM FOR PAYMENT _
Pursuant to Government Code Section 17561

HEALTHVFEE ELIMINATION

For State Conlroller Use Only

(19) Program Number 00029
(20) Date Filed ___ /____J

) LRSInput ____/___ I ___

Program

029

(01) Claimant ldentification Number

Reimbursement Claim Data

g {02) Claimani Name (22) HFE1.0, (04)0)
E Cqunlv of Locall.on 23)
: Strest Address or P.O. Box Suite (24)
G Civ State Zio Code ) )
Type of Claim Estimated Claim Reimbursement Claim | (26)
(03) Estimated [] {09 Reimbursement [] |{@n
{04) Combined (] |0 Combined (] |e
(05) Amended ] |41 Amended 1 ey
Fiscal Year of Cost o) 20__ 120 (2 20__ [20_ (30)
Total Claimed Amount | (07) (13) (31)
Less: 10% Late Penalty, not to exceed $1,000 (14) (32)
Less: Prior Claim Payment Recéived (15) (33)
Net Claimed Amount 116) (39
Due from State (08) (17) (35)
Due to State (18) (35)

(37) CERTIFICATION OF CLAIM

Signature of Authorized Officer

Date

In accordance with the provisions of Government Code § 17561, | certify that | am the officer authorized by the local agency to file claims
with the State of California for costs mandated by Chapter 1, Statutes of 1984, and Chapter 1118, Statutes of 1987, and certify under
penalty of perjury that | have not violated any of the provisions of Government Code Sections 1090 to 1096, inclusive.

1 further certify that there was no application other than from the claimant, nor any grant or payment receiveid, for reimbursement of
costs claimed herein; and such costs are for a new program or increased level of services of an existing program mandated by Chapter
1, Statutes of 1984, and Chapter 1118, Statutes of 1987. »

Th'e amounts for Estimated Claim and/or Reimbursement Claim are hereby claimed from the State for payment of estimated and/or actual
costs for the mandated program of Chapter 1, Statutes of 1984, and Chapter 1118, Statutes of 1987, set forth on the attached statements.

Type or Print Name

Title

(38) Name of Contact Person for Claim

Telephone Number  ( ) -

Ext.

E-Mail Address

Form FAM-27 (Revised 9/01)
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Program ' HEALTH FEE ELIMINATION
Certification Claim Form FORM
029 . _ | FAv-27
. o : Instructions :
(01) LeaQe blank. .
(02) A set of mailing labels with the claimant's 1.D. number and address was enclosed with the letler regarding the claiming

(03)
(04)
(05)
(06)
(07)

(08)
(09)
(10)
(1)
(12)

(13)
(14)

(15)

(16)
(17)
(18)
(19) to (21)
(22) to (36)

instructions. The mailing labels are designed to speed processing and prevent common errors that delay payment. Affix a label in
the space shown on form FAM-27. Cross out any errors and print the correct information on the label. Add any missing address
items, except county of location and a person's name. Il you did not receive labels, print or type your agency's mailing address.

If filing an original estimated claim, enter an X" in the box on line (03) Estimated.

If filing an original estimated claim on behalf of districts within the county, enter an "X" in the box on line (04) Combined. .
If filing an amended or combined claim, enter an "X" in the box on line ((_)5) Amended. Leave boxes (03) and (04) blank.
Enter the fiscal year in which costs are to be incurred.

Enter the amount of eslimated claim. If the estimate exceeds lhe previous year's actual cosls by more than 10%, complete form
HFE-1.0 and enter the amount from line (04)(b).

Enter the same amount as shown on line (07).

¥f filing an original reimbursement claim, enter an "X" in the box on line (09) Reimbursement.

If filing an origiﬁal reimbursement claim on behalf of districts within the county, enter an "X" in the box on line (10) Combined.
If filing an amended or a combined claim on behalf of districts within the county, enter an "X" in the box on line {11) Amended.

Enter the fiscal year for which actual costs are being claimed. If-actual cosls for more than one fiscal year are being claimed,
complete a separate form FAM-27 for each fiscal year.

Enter the amount of reimbursement claim from form HFE-1.0, line (04)(b).

Reimbursement claims must be filed by January 15 of the following fiscal year in which costs are incurred or the claims shall be
reduced by a late penalty. Enter either the product of multiplying line (13) by the factor 0.10 (10% penalty) or $1,000, whichever
is less. . ' ’

If filing a reimbursement claim and a claim was previously filed for the same fiscal year, enter the amount received for the claim.
Otherwise, enter a zero. '

Enter the result of subtracting fine (14) and line (15) from line (13).

If line (16) Net Claimed Amount is positive, enter that amount on line (17') Due from State.
If line (16) Net Claihed Amount is negative, enter that amount in line (18) Due 1o State.
Leave blank.

Reimbursement Claim Data. Bring forward the cost information as specified on the lefi-hand column of lines (22) through (36) for
the reimbursement claim, e.g., HFE-1.0, (04)(b), means the information is located on form HFE-1.0, line {04), column (b). Enter
the information on the same line but in the right-hand column. Cost information should be rounded lo the nearest dollar, i.e., no
cents. Indirect costs percentage should be shown as a whole number and without the percent symbo), i.e., 7.548% should be
shown as 8. Completion of this data block will expedite the payment process.

37 Read the statement "Centification of Claim.” If it is true, the claim must be dated, signed by the agency’s authorized officer, and
musl include the person's name and tille, typed or printed. Claims cannot be paid unless accompanied by a signed
certification. o

(38) Enter the name, telephone number, and e-mail address of ihe person whom this office should contact if additional information is
required.

SUBMIT A SIGNED, ORIGINAL FORM FAM-27 WITH ALL OTHER FORMS AND SUPPORTING DOCUMENTS (NO COPIES

NECESSARY) TO: )

Address, if delivered by U.S. Postal Service: 'Address, if delivered by other delivery service;

OFFICE OF THE STATE CONTROLLER OFFICE OF THE STATE CONTROLLER

ATTN: Local Reimbursements Section ATTN: Local Relmbursements Section

Division of Accounting and Reporting Division of Accounting and Reporting

P.O. Box 942850 3301 C Street, Suite 500

Sacramento, CA 94250 " Sacramento, CA 95816

t

Form FAM-27 (Revised 9/01) : Chapter 1/84 and 1118/87
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MANDATED COSTS | FORM
HEALTH FEE ELIMINATION - HFE-1.0
CLAIM SUMMARY |

(01} Claimant (02) Type of Claim Fiscal Year
' ' Reimbursement , o
Estimated [ ] ©d9__ N9

(03) List all the colleges of the community college district identified in form HFE-1.1, line {03)

(@ {b)
Name of College - Claimed
. : Amount

10.

M.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

(04) Total Amount Claimed _ [Line (3.1b) + line (3.2b) + line (3.3b} + ...line (3.21b)]

Revised 9/97 , Chapters 1/84 and 1118/87
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HEALTH FEE ELIMINATION ! ] "~ FORM
CLAIM SUMMARY : 1" HFE4.0
Instructions

(01) Enter the name of the claimant. Only a communily college district may file a claim with the State
Controller’s Office on behalf of its colleges. ‘ :

(02) Check a box, Reimbursement or Estimated, to identify the type of claim being filed. Enter the fiscal year
for which the expenses were/are to be incurred. A separate claim must be filed for each fiscal year.

Form HFE-1.0 must be filed for a reimbursement claim. Do not complete form HFE-1.0 if you are filing an
estimated claim and the estimate is not more than 110% of the previous fiscal year's actual costs. Simply
enter the amount of the estimated claim on form FAM-27, line (07). However, if the estimated claim
exceeds the previous fiscal year's actual costs by more than 10%, forms HFE-1.0 and HFE-1.1 must be
completed and a statement attached explaining the increased costs. Without this information the high
estimated claim will automatically be reduced to 110% of the previous fiscal year's actual costs.

(03) List all the colleges of the community college district which have increased costs. A separate form HFE-1.1
. must be completed for each college showing how costs were derived.

(04). Enter the total claimed amount of all colleges' by adding the Claimed Amount, line (3.1b) + line (3.2b) ...+
(3.21b). ‘ '

Chapters 1/84 and 1118/87 " Revised 9/97
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MANDATED COSTS FORM
HEALTH FEE ELIMINATION HFE-1.1
CLAIM SUMMARY
(01) Claimant (02) Type of Claim Fiscal Year
Reimbursement [_]
Estimated 3 1919 _

(03) Name of College

{04) Indicate with a check mark, the levef at which health services were provided during the fiscal year of reimbursement in comparison to the
1986/87 fiscal year. Ifthe "Less” box is checked, STOP, do not compiete the form. No reimbursement is allowed.

LESS SAME MORE
1 L1 1 _
Direct Cost | Indirect Cost Total
(05) Cost of health services for the fiscal year of claim
(0B) Cost of providing current fiscal year health services which are in excess of the
level provided in 1986/87 )
(O7) Cost of providing current fiscal year health services at the 1986/87 level
{Line (05) - line (06)]
(08) Complete columns (a) through (g) to brovide detail data for health fees
(@ (b) (c) {d) (e) n @
) - Student Health
Period f hich health Number of | Numberof | Unit Cost for Full-time Unit Cost for Part-time Fees That
enod jor which nea Full-time Part-time Full-time Student Part-time Student Could Have
fees were collected Students Students | Student per | Health Fees | Studentper *| Health Fees Been
Educ. Code (a) x (c) Educ. Code Collected
§ 76355 § 76355 (b) X (e) (d) + (1)

1. Per fall semester

2. Per spring semester

3. Per summer session

4. Per first quarter

5. Per second quarter

6. Per third quarter

(09) Total health fee that could have been collected

[Line (8.1g) + (8.2g) + -....~...(B.6))

(10) Sub-total

[Line (07) - line (09)]

Cost Reduction

(11) Less: Offsetting Savings, if applicable

(12) Less: Other Reimbursements, if applicable

(13) Total Amount Claimed

[Line (10) - {iine (11) + line (12)}]

Revised 9/97

128

Chapters 1/84 and 1118/87




School Mandated Cost Manual . State Controller's Office

HEALTH FEE ELIMINATION ' FORM
CLAIM SUMMARY ) HFE-1.1
Instructions

(01)

(02)

(03)

(04)

(05)

(06)

(07)

(08)

(09)

(10)

(1)
(12)

(13)

Enter the name of the claimant. Only a community college district may file a claim with the State
Controller's Office on behalf of its colleges.

Type of Claim. Check a box, Reimbursement or Estimated, to identify the type of claim being filed. Enter the fiscal
year of costs.

Form HFE-1.1 must be filed for a reimbursement claim. f you are filing an estimated claim and the estimate does
not exceed the previous year's actual costs by 10%, do not complete form HFE-1.1. Simply enter the amount of the
estimated claim on form FAM-27, line (05), Estimated. However, if the estimated claim exceeds the previous fiscal
year's actual costs by more than 10%, form HFE-1.1 must be completed and a statement attached explaining the
increased costs. Without this information the high estimated claim will automatically be reduced to 110% of the
previous fiscal year's actual costs.

Enter the name of the college or community college district that provided student health services in the
1886/87 fiscal year and continue to provide the same services during the fiscal year of the claim.

Compare the level of health services provided during the fiscal year of reimbursement to the 1986/87 fiscal year and
indicate the result by marking a check in the appropriate box. If the "Less" box is checked, STOP and do not
complete the remaining part of this claim form. No reimbursement is forthcoming.

Enter the direct cost, indirect cost, and total cost of health services for the fiscal year of claim on line (05). Direct
cost of health services is identified on the college expenditures report (individual college’s cost of health services as
authorized under Education Code § 76355 and included in the district's Community College Annual Financial and -
Budget Report CCFS-311, EDP Code 6440, column 5). If the amount of direct costs claimed is different than
shown on the expenditures report, provide a schedule listing those community college costs that are in
addition to, or a reduction to expenditures shown on the report. For claiming indirect costs, college districts
have the option of using a federally approved rate {i.e., utilizing the cost accounting principles from the Office of
Management and Budget Circular A-21), or the State Controller's methodology outlined in "Filing a Claim” of the
Mandated Cost Manual for Schools.

Enter the direct cost, indirect cost, and total cost of health services that are in excess of the level provided
in the 1986/87 fiscal year.

Enter the difference of the cost of health services for the fiscal year of claim, line (05), and the cost of providing
current fiscal year health services that is in excess of the level provided in the 1986/87 fiscal year, line (08).

Complete columns (a) through (g) to provide details on the amount of health service fees that could have

been collected. Do not include students who are exempt from paying health fees established by

the Board of Governors and contained in Section 58620 of Title 5 of the California Code of

Regulations. After 01/01/93, the student fees for heaith supervision and services were $10.00 per semester, $5.00
for summer school, and $5.00 for each quarter. Beginning with the summer of 1997, the health service fees are:
3$11.00 per semester and $8.00 for summer school, or $8.00 for each quarter.

Enter the sum of Student Health Fees That Could Have Been Collected, (other than from students who
were exempt from paying health fees) [Line (8.1g) + line (8.2g) + line (8.3g) + line (8.4g) + line (8.59) +
line (8.6g)].

Enter the difference of the cost of providing health services at the 1986/87 level, line (07) and the total
health fee that could have been collected, line (09). Ifline (09) is greater than line (07), no claim shall be
filed. : '

Enter the total savings experienced by the school identified in line (03) as a direct cost of this mandate.
Submit a schedule of detailed savings with the claim.

Enter:the total other reimbursements received from any source, (i.e., federal, other state programs, etc.,).
Submit a schedule of detailed reimbursements with the claim.

Subtract the sum of Offsetting Savings, line (11), and Other Reimbursements, line (12), from Total
1986787 Health Service Cost excluding Student Health Fees.

Chapters 1/84 and 1118/87 Revised 9/97
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MANDATED COSTS " FORM

HEALTH ELIMINATION FEE HFE-2
HEALTH SERVICES

(01) Claimant; _ (02) Fiscal Year costs were incurred:

*| (03) Place an "X" in columns (a) and/or (b), as applicable, to indicate which health services |(=23 I(be)

were provided by student health service fees for the indicated fiscal years. 1986/87 | of Claim

Accident Reports

Appointments

College Physician, surgeon

- Dermatology, family practice
-Internal Medicine

Outside Physician

‘Dental Services

Outside Labs, (X-ray, etc.)
Psychologist, full services
Cancel/Change Appointments
Registered Nurse

Check Appointments . !

Assessment, Intervention and Counseling

Birth Control '
Lab Reports -
Nutrition
Test Results, office
Venereal Disease
Communicable Disease
Upper Respiratory Infection
Eyes, Nose and Throat
Eye/Vision
Dermatology/Allergy
Gynecology/Pregnancy Service

~ Neuralgic
‘Orthopedic
Genito/Urinary

- Dental
Gastro-Intestinal
Stress Counseling
Crisis Intervention
Child Abuse Reporting and Counseling
Substance Abuse Identification and Counseling
Acquired Immune Deficiency Syndrome
Eating Disorders
Welight Control
Personal Hygiene
Burnout
Other Medical Problems, list

Examinations, minor illnesses
Recheck Minor Injury

Health Talks or Fairs, Information
Sexually Transmitted Disease
Drugs
Acquired Immune Deficiency Syndrome

Revised 9/93 Chapter 1/84 and 1118/87, Page 1
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' MANDATED COSTS | o FORM
HEALTH ELIMINATION FEE o HFE-2
HEALTH SERVICES
(01) Claimant: 7 {02) Fiscal Year costs were Incurred:
(03) Place an "X" in column (a) and/or (b), as applicable, to_indicate'which health services were ,(;‘3 (,_?,}
provided by student health service fees for the indicated fiscal years. , 1986/87 | of Claim
Child Abuse
Birth Control/Family Plannlng
Stop Smoking

Library, Videos and Cassettes
First Aid, Major Eme}gencies
FirstrAid, Minor Emérgencies
First Aid Kits, Filled

Immunizations
Diphtheria/T etanus
Measles/Rubella
Influenza
Information -

Insurance
On Campus Accident -
Voluntary
Insurance Inquiry/Claim Admlnlstratlon

Laboratory Tests Done
Inquiry/interpretation
Pap Smears

Physical Examinations
Employees
Students
Athletes

Medications
Antacids
Antidiarrheal
Aspirin, Tylenol, Etc
Skin Rash Preparations
Eye Drops
Ear Drops
Toothache, oil cloves
Stingkill
Midol, Menstrual Cramps
Other, fist :

Parking Cards/Elevator Keys
Tokens ,
Return Card/Key
Parking Inquiry
Elevator Passes ,
Temporary Handicapped Parking Permits

Chapter 1/84 and 1118/87, Page 2 Revised 9/93
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MANDATED COSTS
HEALTH ELIMINATION FEE
HEALTH SERVICES

FORM
HFE-2

(01) Claimant: | _ (02) Fiscal Year costs were incurred:

(03) Place an"X"in columns (a) and/or (b), as applicable, to indicate which health services
were provided by student health service fees far the indicated fiscal years. '

(a)
FY
1986/87

(b)
FY

of Claim

Referrals to Outside Agencies
Private Medical Doctor
Health Department
Clinic
Dental _
Counseling Centers
Crisis Centers
Transitional Living Facilities, battered/homeless women
Family Planning Facilities
Other Health Agencies

Tests
Blood Pressure
Hearing
Tuberculosis
Reading
Information
Vision
Glucometer
Urinalysis
Hemoglobin
EKG
Strep A testing
PG Testing
Monospot
Hemacult
Others, list

Miscellaneous )
- Absence Excuses/PE Waiver

Allergy Injections
Bandaids
Booklets/Pamphlets
Dressing Change
Rest
Suture Removal
Temperature
Weigh
Information
Report/Form
Wart Removal
Others, list

Committees
Safety
"Environmental
Disaster Planning

Revised 9/93 . Chapter 1/84 and 1118/87, Page 3
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Click to Print JS==
-this document E;‘l}‘}?-

(Mffice of Management and Buc fe,‘t

CIRCULAR A-21
(Revised 05/10/04)

CIRCULAR NO. A-21
Revised

TO THE HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS
SUBJECT: Cost Principles for Educational Institutions

1. Purpose. This Circular establishes principles for determining costs
applicable to grants, contracts, and other agreements with educational
institutions. The principles deal with the subject of cost determination, and
make no attempt to identify the circumstances or dictate the extent of agency
and institutional participation in the financing of a particular project. The
principles are designed-to provide that the Federal Government bear its fair
share of total costs, determined in accordance with generally accepted
accounting principles, except where restricted or prohibited by law. Agencies
are not expected to place additional restrictions on individual items of cost.
Provision for profit or other increment above cost is outside the scope of this
Circular.

2. Supersession. The Circular supersedes Federal Management Circular 73 8,
dated December 19, 1973. FMC 73 8 is revised and reissued under its original
" designation of OMB Circular No. A 21. ,

3. Applicability.

a. All Federal agencies that sponsor research and development, training,
and other work at educational institutions shall apply the provisions of
this Circular in determining the costs incurred for such work. The
principles shall also be used as a guide in the pricing of fixed price or
lump sum agreements.

b. In addition, Federally Funded Research and Development Centers
associated with educational institutions shall be required to comply with
the Cost Accounting Standards, rules and regulations issued by the Cost
Accounting Standards Board, and set forth in 48 CFR part 99; provided
that they are subject thereto under defense related contracts.

4. Responsibilities. The successful application of cost accounting principles

requires development of mutual understanding between representatives of

educational institutions and of the Federal Government as to their scope,
“implementation, and interpretation. .

5. Attachment. The principles and related policy guides are set forth in the
Attachment, "Principles for determining costs applicable to grants, contracts,
and other agreements with educational institutions.”
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6. Effective date. The provisions of this Circular shall be effective October 1,
1979, except for subsequent amendments incorporated herein for which the
effective dates were specified in these revisions (47 FR 33658, 51 FR 20908,
51 FR 43487, 56 FR 50224, 58 FR 39996, 61 FR 20880, 63 FR 29786, 63 FR
57332, 65 FR 48566 and 69 FR 25970). Institutions as of the start of their
first fiscal year beginning after that date shall implement the provisions.
Earlier implementation, or a delay in implementation of individual provisions,
is permitted by mutual agreement between an institution and the cognizant
Federal agency.

7. Inquiries. Further information concerning this Circular may be obtained by
contacting the Office of Federal Financial Management, Office of Management
and Budget, Washington, DC 20503, telephone (202) 395 3993.

Attachment

PRINCIPLES FOR DETERMINING COSTS APPLICABLE TO GRANTS,
CONTRACTS, AND OTHER AGREEMENTS WITH
EDUCATIONAL INSTITUTIONS :

TABLE OF CONTENTS

A. Purpose and scope

Objectives
Policy guides
Application
Inquiries

PN

B. Definition of terms

Major functions of an institution
Sponsored agreement

Allocation

Facilities and administrative (F&A) costs

PR WNE

C. Basic considerations

Composition of total costs

Factors affecting allowability of costs

Reasonable costs

Allocable costs

Applicable credits

Costs incurred by State and local governments

Limitations on allowance of costs

Collection of unallowable costs

Adjustment of previously negotiated F&A cost rates containing
unallowable costs

10. Consistency in estimating, accumulating and reporting costs
11. Consistency in allocating costs incurred for the same purpose
12. Accounting for unallowable costs

13. Cost accounting period

14. Disclosure statement

WONOTUTAWN=
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D. Direct costs

1. General
2. Application to sponsored agreements

E. F&A costs

1. General
2. Criteria for distribution

F. Identification and assignment of F&A costs

Definition of Facilities and Administration.
Depreciation and use allowances

Interest

Operation and maintenance expenses
General administration and general expenses
Departmental administration expenses
Sponsored projects administration

Library expenses

Student administration and services

Offset for F&A expenses otherwise provided for by the Federal
Government

H .
POUINOUNRWNH

G. Determination and application of F&A cost rate or rates

F&A cost pools

The distribution basis

Negotiated lump sum for F&A costs

Predetermined rates for F&A costs

Negotiated fixed rates and carry forward provisions
Provisional and final rates for F&A costs

Fixed rates for the life of the sponsored agreement
Limitation on reimbursement of administrative costs
Alternative method for administrative costs

10. Individual rate components

11. Negotiation and approval of F&A rate

12. Standard format for submission

CONOUAWNR

H. Simplified method for small institutions

1. General , ,
2. Simplified procedure

I. Reserved

J. General provisions for selected items of cost

Advertising and public relations costs
Advisory councils

Alcoholic beverages

Alumni/ae activities

PN
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(2) Other than formal negotiation. The cognizant agency and
educational institution may reach an agreement on rates without a
formal negotiation conference; for example, through correspondence or
use of the simplified method described in this Circular.

g. Formalizing determinations and agreements. The cognizant agency shall
formalize all determinations or agreements reached with an educational
institution and provide copies to other agencies having an interest.

h. Disputes and disagreements. Where the cognizant agency is unable to
reach agreement with an educational institution with regard to rates or
audit resolution, the appeal system of the cognizant agency shall be
followed for resolution of the disagreement.

12. Standard Format for Submission. For facilities and administrative (F&A)
rate proposals submitted on or after July 1, 2001, educational institutions
shall use the standard format, shown in Appendix C, to submit their F&A rate
proposal to the cognizant agency. The cognizant agency may, on an
institution by institution basis, grant exceptions from all or portions of Part II

- of the standard format requirement. This requirement does not apply to-
educational institutions that use the simplified method for calculating F&A
rates, as described in Section H.

H. Simplified method for small institutions.
1. General.

a. Where the total direct cost of work covered by Circular A 21 at an
institution does not exceed $10 million in a fiscal year, the use of the
simplified procedure described in subsections 2 or 3, may be used in
determining allowable F&A costs. Under this simplified procedure, the
institution's most recent annual financial report and immediately
available supporting information shall be utilized as basis for
determining the F&A cost rate applicable to all sponsored agreements.
The institution may use either the salaries and wages (see subsection
2) or modified total direct costs (see subsection 3) as distribution basis.

b. The simplified procedure should not be used where it produces results
that appear inequitable to the Federal Government or the institution. In
any such case, F&A costs should be determined through use of the
regular procedure. '

2. Simplified procedure Salaries and wages base.

a. Establish the total amount of salaries.and wages paid to all employees
of the institution.

b. Establish an F&A cost pool consisting of the expenditures (exclusive of
capital items and other costs specifically identified as unallowable) that
customarily are classified under the following titles or their equivalents:

(1) General administration and general expenses (ech'L.xsive of costs of
student administration and services, student activities, student aid, and
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scholarships).

(2) Operation and maintenance of physical plant; and depreciation and
use allowances; after appropriate adjustment for costs applicable to
.other institutional activities.

(3) Library.

(4) Department administration expenses, which will be computed as 20
percent of the salaries and expenses of deans and  heads of
departments.

In those cases where expenditures classified under subsection (1) have
previously been allocated to other institutional activities, they may be
included in the F&A cost pool. The total amount of salaries and wages
included in the F&A cost pool must be separately identified.

c. Establish a salary and wage distribution base, determined by deducting
from the total of salaries and wages as established in subsection a the
amount of salaries and wages included under subsection b.

d. Establish the F&A cost rate, determined by dividing the amount in the
F&A cost pool, subsection b, by the amount of the distribution base,
subsection c.

e. Apply the F&A cost rate to direct salaries and wages for individual
agreements to determine the amount of F&A costs allocable to such
agreements. :

3. Simplified procedure Modified total direct cost base.

a. Establish the total costs incurred by the institution for the base period.

b. Establish a F&A cost pool consisting of the expenditures (exclusive of
capital items and other costs specifically identified as unallowable) that
customarily are classified under the following titles or their equivalents:

(1) General administration and general expenses {exclusive of costs of
student administration and services, student activities, student aid, and
scholarships).

(2) Operation and maintenance 6f physical plant; and depreciation and
use allowances; after appropriate adjustment for costs applicable to
other institutional activities.

(3) Library.

(4) Department administration expenses, which will be computed as 20
percent of the salaries and expenses of deans and heads of
departments. '

In those cases where expenditures classified under subsection (1) have

previously been allocated to other institutional activities, they may be
included in the F&A cost pool. The modified total direct costs amount
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included in the F&A cost pool must be separately identified.

c. Establish a modified total direct cost distribution base, as defined in
Section G.2, that consists of all institution's direct functions.

d. Establish the F&A cost rate, determined by dividing the amount in the
F&A cost pool, subsection b, by the amount of the distribution base,
subsection c.

e. Apply the F&A cost rate to the modified total direct costs for individual
agreements to determine the amount of F&A costs allocable to such
agreements. ’

J. General provisions for selected items of cost.

Sections 1 through 54 provide principles to be applied in establishing the
allowability of certain items involved in determining cost. These principles
should apply irrespective of whether a particular item of cost is properly
treated as direct cost or F&A cost. Failure to mention a particular item of cost
is not intended to imply that it is either allowable or unallowable; rather,
determination as to allowability in each case should be based on the
treatment provided for similar or related items of cost. In case of a
discrepancy between the provisions of a specific sponsored agreement and
the provisions below, the agreement should govern.

1. Advertising and public relations costs.

a. The term advertising costs means the costs of advertising media and
corollary administrative costs. Advertising media include magazines,
newspapers, radio and television, direct mail, exhibits, electronic or
computer transmittals, and the like.

b. The term public relations includes community relations and means
those activities dedicated to maintaining the image of the institution or
maintaining or promoting understanding and favorable relations with
the community or public at large or any segment of the public.

c. The only allowable advertising costs are those that are solely for:

(1) The recruitment of personnel required for the performance by the
institution of obligations arising under a sponsored agreement (See also
subsection b. of section J.42, Recruiting);

(2) The procurement of goods and services for the performance of a
sponsored agreement;

(3) The disposal of scrap or surplus materials acquired in the
performance of a sponsored agreement except when non-Federal
entities are reimbursed for disposal costs at a predetermined amount;
or ' '

(4) Other specific purposes necessary to meet the requirements of the
sponsored agreement.
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Hearing: 5/25/89

L File Number: CSM-4206
Staff: Deborah Fraga-Decker
. WP 0366d :

'PROPOSED PARAMETERS AND GUIDELINES AMENDMENTS
Chapter 1, Statutes of 1984, 2nd E.S.
Chapter 1118, Statutes of 1987

Health Fee ETlimination L///({.

Executive Summary . .

At its hearing of November 20, 1986, the Commissfon on State Mandates fouhd ’
that Chapter 1, Statutes of 1984, 2nd E.S., imposed -state mandated costs upon

Tocal community college districts by (1) requiring those community college

thereafter and (2) repealing the_district's'authority to charge a health fee.
The requirements of this statute would repeal on December 31, 1987, unless
- subsequent Tegislation was enacted. . . . - - . :

Chapter 1118, Statutes of 1987, was ehacted~5eptember 24,1987, and became-
. effective January 1, 1988, Chapter 1118/87 modified ‘the requirements
contained in Chapter 1/84, 2nd E.S., .to require those community col]ege

such héalth services in the 1987-88 fiscal year-and each fiscal year

thereafter. Additionally, the language contained in Chapter 1/84, 2nd E.S.,
which repealed the districts' authorit . to charge a health fee to cover the -
costs ‘of the hedalth services program was allowed to -sunset, thereby o
reinstating the districts' authority to charge a fee as specified. Parameters
and- guidelines amendments are appropriate to. address the changes contained in
Chapter 1118/87 because this statute amended the same Education Code sections

previous]y~enqcted by Chapter_]/84, 2nd E.S., and found- to contain a mandate.

Commission staff included the Department of Finance suggested non-substantive
amendment to the staff's proposed parameters and guidelines amendments. The .
‘Chancellor's Office, the State_Contro]]er's Office, and the c¢laimant are in
agreement with these amendments. Therefore, staff recommends that the ,
Commission adopt the parameters and guidelines amendments as requested by the
Chancellor's 0ffice and as developed by staff.. B - ,

. Claimant -

Rio Hondo Commumity College District. -

_. Requesting Party ..~

- _CaTifornia Community Colleges Chancellor's Office .

At

441




Chronology - _ , .

12/2/85 Test Claim filed with Commission 6hlsfate Mandates,

7/24/86 . " Test Claim continued at claimant's request.

_1]/2b/86 Commiés{oﬁ_approved mandate.'. - .

‘1/22/87' : }Comﬁission>adépted Statéhent of Decisfbn. ‘

4/9/87 . Claimant subhftted proposed- parameters and guidelines..
. 8/27/87 Coﬁmission adopted parameters and gﬁide]fnes |
_ 10/22/87 Commission adopted cost estimate A .
'A9/28/88- Mandate funded in Comm1§sion'§.C1aims B{f],_Chépter'1425/88v'

Summary of Mandate -

.Chapter 1/84, 2nd E.S., effective July 1, 1984, repealed Education Code (EC)’
Section. 72246 which had authorized community college districts to charge a
health fee- for the purpose of. providing health supervision -and services,_
direct and indirect medical and hospitalization services,: and operation of
student health centers. The statute also required that any community college
district which provided health sérvices for which it was authorized to charge

.a fee. shall maintain' health services-at .the level provided during the 1983-84
fiscal year in the 1984-85 fiscal year.and each fiscal: year -thereafter. -

Prior to the passage of Chapter 1/84, 2nd E.S., the implementation of a heatth
services program was at the Tocal community college district’'s option. If
implemented, the respective community college district fad the authority to -
charge a health fee up to $7.50 per semester for day and evening students,. and
$5 per summer session. ’ . '

Proposed Amendments

- The Community Colleges Chancetlor's Office (Chancellor"s Office) has requested
parameters .and guidelines amendments be made to .address. the. changes -in. = . '
mandated activities effectuated by Chapter 1118/87. (Attachment G) In order .
to_expedite the process, staff has developed language to accomplish the
following: (1) change the eligible claimants to those community college: :
districts which provided a health services program in fiscal year 1986-87; and.
(2) change the offsetting savings and other reimbursements..to include: the- '
reinstated authority to charge a health fee. (Attachment B) T

Recommendations .

7 The Department of Finance (DOF) proposed one non;substantfyé’émendmentffo-jj

. clarify the effect of. the fee authority language on. the scope .of the - -

reimbursable costs. - With this amendment, the DOF beliaves the amendments to

- the parameters and guidelines are appropriate for this mandate -and’ recommends
the Commission adopt them.- (Attachment C) - - ' o SR
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The Chancellor's Office recommends that the Commission approve the amended
parameters and guidelines developed by staff with the additional language
suggested by the DOF.. (Attachment D) . .

The State Controller's Office-(SGoi, upon review of the proposed amendments,
finds the proposals proper and acceptable. (Attachment E)

The c1a1maﬁt,'in‘its feéommendatioﬁ,'sfafésﬁitslbélief that the revisions aré
appropriate and concurs with the proposed changes, (Attachment F).

Staff Analysis

Issue 1: ETigiblé Claimants

The mandate found in Chapter 1/84, 2nd E;S., was for'a new program with a
required maintenance of effort at the fiscal year 1983-84 level. Chapter
1118/87 superseded that level of service by requiripg that community college

thereafter. Additionally, this expanded the group of eligible claimants
because the requirement is no longer imposed on only those community college
districts which had charged a health fee for the program. At the time of
enactment of Chapter 1118/87, ‘there were 11 community. college districts which
provided the health -services program but- had never charged a.-health fee for
the service.- ' . : oo o N ' -

Therefore, staff has amended the language- 1h Item IIL. "Eligible Claimants" to
reflect this change in the scope}oftthe‘mandate:_ S T -

1

Issue 2: Reimbursement Alternatives -

In résponse to Chapter 1/84, 2nd E.S., Item VI.B. contained two alternatives
for claiming reimbursement costs. This gave claimants-a .choice-between
claiming actual costs for providing the health services program, or funding
tze prggram as was done prior to the mandate when a health fee could be :
charged. B o : : C o

- The first alternative was in Ttem VI.B.1, and provided for the use of the

fiscal year 1983-84, thereby funding the program as. was done prior to the
mandate. Therefore, this alternative s no Tonger. applicable to this mandate
and has been deleted by staff, - R . . :

The second alternative was in Item VI.B.2. and provided for the claiming of
-actual costs involved in maintaining a health services program at the fiscal
year-1983-84 level.. This alternative s now the sole method of reimbursement
for this mandate. However, it has been dmended to.¥eflect that P
Chapter. 1118/87 requires a maintenance of effort at-the fiscal year 1986-87
level. . - R : - L L :




Issue 4: Editoria1'CHangés_ '

-4 -

Issue 3: Offsettihg Savings and Other Reimbursements

With the sunset of the repeal of the fee authority.contained in Chapter 1/84,
2nd E.S., Education Code (EC) section 72246(a) again provides. community
college districts with the authority to charge a health feé-as-fellost‘_

"72246.{(a) The governing board. of a.district maintaining a communi ty
college may require community college students to pay a fee in the total
amount of not more than seven dollars and fifty cents ($7.50) for each -
semester, and five doliars ($5) for summer school, or five dollars (§5) -
for each quarter for health supervision and: services, including direct or
- indirect medical and hospitalization services, or the operation of a
student health center or centers, authorized by Section 72244, or both."

Staff amended Item "VIII. Offsetting Savings and Other Reimbursements” to
reflect the reinstatement’of»this-fee:authoripy. S S :

In response to that amendment, fhe DOF has pkoposed the addition of the :
following language to Item VIII. to clarify. the impact of the fee authority on

- claimants' reimbursable costs:

"If a claimant does. not Tevy. the fee authorized by Education Code Section
72246(a), it shall deduct an amount equal to what it would have. received
had the fee been Tevied." : : o ‘

Staff éONCUPSjWith the DOF proppsed-ﬁanguage'WhiEh does nof'shbstantively o
change' the scope of Item VIIL. ™ LT .

I T

In preparing the propbsed'barameters and guidei?nés-dmendments, it was not

‘necessary-for staff to make any of the normal editorial changes as the

origjnal_parameters.and~guide]ines contained- the language usually adopted by
the commission. L

"Staff; the DOF,. the .Chancellor's Office, tﬁé'SCO, aﬁd the c]éimant are in -

agreement with” the recommended amendments which are shown in Attachment A with
additions indicated by under]ining_and_de]etions by strikeput. .~ .

' Staff Recommendation

Staff recommends the .adoption of the 'staff's proposed parameters and
guidélines amendments, which are based on the original parameters -and
guidelines adopted in response to Chapter 1/84, 2nd E.S., and amended in
response to- Chapter 1118/87, as-well as incorporating .the:.amendment
recommended by -the DOF. A1l parties.concur with these amendments..

Ve
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- : - i CSM Attachment |
Adopted: 8/27/87 . ,

.' . , : PARAMETERS AND GUIDEL INES
Chapter 1118, Statutes of 19847//2Ad//E/3/
“Health Fee Elimination

1. SUMMARY OF MANDATE' T

Chapter 1, Statutes of 1984, 2nd E.S. repealed Education Code. Section
72246 which had authorized: community college districts to charge a
health fee for the purpose of providing health -supervision and services,
direct and indirect medical and hospitalization services, and operation
of student health centers. This statute also required that health. ,
services for which a community- college district charged a' fee during the-
1983-84 fiscal year had to be maintained at that level in the 1984-85
fiscal year and every year thereaftér. The provisions of this statute
would automatically repeal on. December 3T, 1987, which would Feinstate

. Ene community colTeges districts™ authority to charge a health fee as
specitied. } o : T

Chapter 1118, Statutes of 1987, amended Education Code section 72246 to

-require any community college district that provided heaTth services in
1986-87 to maintain health serviceas at the Tevel provided during the
19686-87 Tiscal year in 19B7-88 and each tiscal year thereatter.

. .- II. COMMISSION ON STATE MANDATES' DECISION.

At-its hearing on.November 20, 1986, the Commission on State Mandates
determined that Chapter 1, Statutes of 1984, 2nd E.S. imposed a "new
program". upon_ community college districts by requiring any community
college district which provided health: services for which it was
authorized to charge a fee pursuant .to former Section 72246 in the
1983-84 fiscal year to maintain health services at the level provided
during the 1983-84 fiscal year. in the 1984-85 fiscal year and each’ :
-fiscal year thereafter. This maintenance of effort requirement applies.
to all community college districts which levied a health services fee in
the 1983-84 fiscal year, regardiess of the extent to which the health
services fees collected offset the actual costs of providing health-.
services at the 1983-84 fiscal year level. ' S

Atlfts'hééﬁing of Ahri1727;“1989,_thé“Commiésionidéie;minéd that Chaﬁtér

, -otatutes o , amende 1s maintenance of effort requirement
to apply to a comunity college districts whic provided neaith
services in fiscal year —¢/ and required them fo maintain That Tevel

in fiscal year 1987-88 and each fiscal year thereafter.~_

III. ELIGIBLE CLAIMANTS »

Community college districts which pﬁoﬁfded hea]tHHsenvices f¢%/f¢¢in,

19836-847 fiscal yedr and continue to provide the same services: as _
.; ; a result of this mandate are eligible to claim reimbursement of those _

.costs.
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IV. PERIOD OF REIMBURSEMENT

Chapter T, Statutes of 1984, 2nd E.S., became effective'du1y 1, 1984.

Section 17557 of the Government Code states that a test claim must be
submitted on or before November 30th following. a given.fiscal year to
establish for that fiscal year. The test claim for this mandate was
filed on November 27, 1985; therefore, costs incurred on.or after

duly 1, 1984, are reimbursable. Chapter 1118, Statutes of 1987, became
effective January 1, 1988. Title Z, California Code of Regufations,

~ section 1785.3(a) states that a parameters and guidelines amendment

T1led before the deadTine for initial claims as specitied in the

Claiming Instructions shall apply to all years eligible for

reimbursement as defined in the original parameters and guidelines:

therefore, costs Tncurred on or after January 1, 1988, for Chapter 1118,
Statutes of T987, are reimbursable. ’ T

Actual costs for one fiscal year should-be included in each claim.
Estimated costs for the subsequent year may.be included on the same
claim if applicable. -Pursuant to Section 17561(d)(3) of the Government
Code, all claims for reimbursement of costs shall -be submitted within
120 days of notification by the State Controller of the enactment of the

claims bill.

If the total costs for a given fiscal year do not exceed $200, ne
reimbursement shall be allowed; except as otherwise allowed by
Government Code- Section 17564. - - - N :

. REIMBURSEMEMTABLE COSTS

A. Scdpe of Mandate

Eligible community college districts.shall be reimbursed for the
costs of providing a.health services programyi £igut/tHé/ddtng ity

E8/YédY/d/féd.  Only services provided féy/féé/in ’ '
19836-47 fiscal year may be claimed. LT

B. Reimbursable Activities

For each eligible claimant, the foi]owing-cost-items_are veimbursable
“to the extent they were provided by the. community college district in
fiscal year Y983/8#1986-87: o o : - o '

ACCIDENT REPORTS

APPOINTMENTS
College Physician - Surgeon : B
-~ Dermatology, Family Practice, Internal Medicine
‘OQutside Physician o : S
Dental Services L
Outside Labs. (X-ray, etc.)
‘Psychologist, full services"
Cancel/Change Appointments
R.N. - S

Check Appointments
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' Birth Control .
Lab Reports '
Nutrition .

Test Results (office)
VD

ASSESSMENT, INTERVENTION & COUNSELING

W)
URI
- ENT
Eye/Vision
Derm. /Allergy
Gyn/Pregnancy Services
Neuro ' -
Ortho
GU
Dental ,
GI R
Stress Counseling
- Crisis Intervention
Child Abuse Reporting. and Counseling
Substance Abuse Identification and Counseling
Aids ' : . ’
. Eating Disorders
' Weight Control

. ' Personal ‘Hygiene

Burnout - - -

Other.Medica1_Prdb1ems

EXAMINATIONS -(Minor I11nesses)
Recheck Minor Injury '

HEALTH TALKS .OR FAIRS - INFORMATION
Sexually Transmitted Disease
Drugs ' : .
Aids o

- Child Abuse - T
Birth Control/Family Planning
Stop Smoki ni '

- Etes S o _

" Library - ¥ideos and cassettes

FIRST AID (Major'Emergencieg)
FIRST AID (Minor Emergencies)

FIRST AID KITS (Filled)

IMMUNIZATIONS. .

Diptheria/Tetanus
Measles/Rubella

', Influenza - - -
. » : Information
" INSURANCE _ .
On Campus Accident

Voluntary . - - - o -
- " Insurance Inquiry/Claim Administration ;.
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.. LABORATORY TESTS DONE
Inquiry/Interpretation
Pap Smears

PHYSICALS
Employees
Students
Ath]etes

MEDICATIONS (d1spensed OTC for misc. illnesses)
. Antacids S
Antidiarrhial
Antihistamines :
Aspirin, Ty] enol, etc.
skin rash preparations -
Misc.

Eye drops

Ear drops.

Toothache - 011 c]oves
‘Stingkill

Midol - Menstrua] Cramps ,

PARKING CARDS/ELEVATOR KEYS
Tokens :
e .o Return card/key T
. : ) . Parking inquiry" " )
’ Elevator.passes
Temporary hand1caphed park1ng permits

_ REFERRALS TO OQUTSIDE AGENCIES
Private Medical Doctor
Health Department
Clinic
Dental

- Counseling Centers
Crisis Centers ’ :
Transitional Living Facilities (Battered/Homeless Women)
Family Planning Facilities - )
- Other Health Agencies .

TESTS -
Blood Pressure
Hearing _
Tuberculosis

_ Reading
Information .
Vision. :
Glucometer
Urinalysis
_ 'Hemog1ob1n
< . - EK.G.
. C - Strep ‘A testmg
) ' - P.G. testing -
" Monospot
"~ Hemacult
“Misc.
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VI.

MISCELLANEOUS
" Absence Excuses/PE Waiver -
-Allergy Injections
Bandaids s
. Booklets/Pamphlets
Dressing Change i
Rest
Suture Removal
Temperature
Weigh
Misc.
Information
Report/Form .
Wart Removal .

COMMITTEES

Safety
Environmental
Disaster-Planning

" SAFETY DATA.SHEETS.

Central file

X-RAY SERVICES

COMMUNICABLE DISEASE CONTROL

BODY FAT MEASUREMENTS, >

MINOR SURGERIES

SELF-ESTEEM GROUPS

MENTAL HEALTH CRISIS |

AA GROUP - f Ce o

ADULT CHILDREN OF ALCOHOLICS GROUP

WORKSHOPS .

- Test Anxiety
‘Stress Management
Communication Skills
Weight Loss :
Assertiveness Skills

CLAIM PREPARATION -

Each claim for réimbufsement’pursuant'to~this,mandétefﬁUSt.bévtime1y-

filed -and set forth a Tist of each item for which reimbursement is
claimed under this mandate.//EdefU7¢/¢Iﬁfm¢ﬁf$/de/¢7¢7M/¢¢¢iﬁ/¢ﬂ¢¢f

: ¢ﬁ¢/¢f/£w¢/dYiéfﬁd%7#¢¢l//lll/7¢¢/im¢uMt/#f¢ﬁi¢ﬁ#1¥/¢¢77¢¢i¢d/#éf

o fﬁﬂdéﬁ#/dﬂd/éﬁf¢77m¢ﬂﬁ/¢¢ﬂﬂ11/¢V/YZI/d¢#¢ﬁ7[¢¢¢ﬁ#/¢f/¢f¢d#ﬁm1
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1.

A. Description of Activiﬂy :

Show the total number of fuil;time studen;s enrolled per

. semester/quarter.

. SHOW:tHe total number of fu]1=£fﬁelstﬁdent§ enrolled in the summer
program. : . ST

.'Show~fhe tbfa] humber of'part-timé-studenfs'enfo1ﬂed ﬁer-'

. semester/quarter.

4.

Show the total number of part-time students enrolled in the summer

: program{ .
B. CYdiuidg/KrLdrddtives

Claimed costs-shoh1d~bé subported by the fo]1owihg ihformqtion:

 RVEAMHLIVA/ L] Vs I PYRATOULTY I0TY b Ybe 11/ YIRBABA VT LT TN

'jr/ .

o

V¢¢Yt7/¢¢77¢¢#¢¢/iﬂ/ﬁhé/?ﬂﬂﬁ%ﬁﬂ/fi¢¢d7/¥¢d¢/£¢/¢¢¢¢¢¥f .
LA/ Red TER/ Serdidds/prodran/ o »

TOLAY/Adollbdly /a7 / SEAAGRES /URARY/ TEER/Y TR L 1 ERF SN/ B/
dBdVeL /[ (USTR/ ERTE/ATEA Y MALT G [/ ENE/ LBLAY [ duiddny -
CY_Ivdd/ WY d/ e/ TLad/VLIB/Y L /MY LY Tdd/ by [ TEdh .~
YIIBLZLLIMT LR/ LA/ LOLAT / duidunt/ e Tubd ¥ ded /T Ad e ddd/ by

C LUE/ABPTICAUYA DY IETE/ BT ER/DERY Bk _

KTEOMALIVA/2L/ [Actual_Costs of Claim Year for Providing

19836-847 Fisga]-Year Program Level of Service.

1.

Empibyee Salaries and Benefits

Identify tﬁe employee(s), show fhe classification of the

employee(s) involved, describe the mandated functions performed

and specify the actual number of hours devoted.to each function,
the-productive hourly rate, -and the related benefits. The average
number- of -hours deveted to each function may be claimed.if

supported by a documentedftime study.

. Services and Supplies

Only eXpéhdftUréé which can be identified as a direct cost of the
mandate can be claimed.  List cost of materials which-have been
consumed or’expended specifically for the purpose of .this mandate. -

. A11ow$b]e Overhead Cost

* Indirect costs may be claimed in the manner described by the State
-Controller in his claiming instructions.. : L




VII.

VIII.

SUPPORTING DATA

For auditing purposes, all costs claimed must be traceable to source
documents and/or worksheets that show evidence of the validity of such
costs. This would include documentation for the fiscal year

19836-847 program to substantiate a maintenance of effort. These
documents must be kept on file by the agency submitting.the claim for a
period of no less than three years from the date of the final payment of
the claim pursuant -to this mandate, and made available on the request of
the State Controller or his agent. : -

OFFSETTING SAVINGS AND OTHER REIMBURSEMENTS

Any offsetting savings fhe claimant experiences as a direct result of

- this statute must be deducted from the costs claimed. 1In addition,

reimbursement for this mandate received from any source, e.g., federal,
state, etc., shall be identified and. deducted from this claim. This
shall include the amount of $7.50 per full-time student per semester,

9. 00 per TuTl-time student for summer school, o $5.00 per Tull-time

student per quarter, as authorized by Education Code section 72Z2461a) .

This shalT also incTude payments (fees] #gv received from-individuals
other than students who Wéydare not covered by férfuér Education

Code Section 72246 for health services.

IX.

0350d -

REQUIRED CERTIFICATION

The‘following certificaf%bn-must“aécompany~the c¢laim:
I DO HEREBY CERTIFY under penalty of periuiry:
THAT the foregoing- is true-and corréc%; A 1 ‘ -

. THAT'Section 1090 to 1096, inclusive, of the Government Code and
other applicable provisions of the law have been complied with;
_dnd , ' '

" THAT I ani the person suthorized by: ‘the local -agency to file claims

- for funds with the State of California. . o

Signature of Authorized Représentative Date

'TTt]é S o SO ; Telephane Nbf

IA
15)]
=




e - . CSM Attachment b
’ CHANCELLOR'S OFFICE .. . ) e ) GEORGE DEUKMENAN, Governor

aLIFORNIA COMMUNITY COLLEGES

NINTH STREET
AMENTO, CALIFORNIA _ 95814
(918) 445-8752 5-1163

February 22, 1989

Mr. Robert W. Eich
Executive Director
Commission on State Mandates
1130 "K" Street, Suite LL50
Sacramento, CA 395814-3927

Dear Mr ElCh‘

As you know, the Comm1551on on August 27, 1987 adopted
Parameters and-Guidelines for claiming reimbursements of
‘'mandated costs related to ‘community college ‘health
services. Fees formerly collected by community colleges
had been eliminated by Chapter 1, Statutes of 1984,
Second Extraordinary Session. Last" year's mandate claims
bill (AB 2763) included funding to pay all these claims
_through 1988-89.

The Governor s partlal approval of AB 2763 last September
included a stipulation that claims for the current year
would be paid this fiscal year, but prior-year claims
- will be paid in equal installments from the next three

" budget acts. The Governor did not address the fact that
the ongoing costs of providing the mandated level of
service will continue to exceed the maximum perm1551ble
fee of $7.50 per- student per semester

On behalf of all ellglble communlty college dlstr1cts,

the Chancellor's Office proposes the following changes 1n
the Parameters and,Guidellnes

d. . Payment of 1988-89 mandated costs in excess of
maximum permissible fees. (ThlS amount 1s payable
from AB 2763.)

o .. Payment of all prior-year claims in installmenta:
over the next three years. (Funds for these
payments will be 1ncluded in the next .3 budget
acts.) )

N Payment of future—years mandated costs in excess of
the maximum permissible fees. (No funding has yet
"been provided for these costs.) -
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Mr. Eich P , 2

If you have any questions regarding th

! February 22, 1989

is proposal, Please

contact Patrick Ryan at (916) 445-1163.

SinCerely,

Pawd W’Vudzﬁ
- DAVID MERTES
Chancellor

DM:PR:mh

cc: Vé:#orah Fraga-Decker, CSM
. Douglas Burris =~ - --
Joseph Newmyer
Gary Cook
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UM ATTACIHIEIIL

et of Gultfernla _ ' ) ’ ' ) ' ,

@ 2moraridum
. March 22, 1989

. Deborah Fraga-Decker
Program Analyst
. Commission on State Mandates

#rem ¢« Department of Finance

Prdposéd‘Amendménts to Parameters and Guidélihes for Clafm No. CSM-4206 -- Chapter
1, Statutes of 1984, 2nd E.S. and Chapter 1118, Statutes of 1987 -- Health Fee
Elimipation . L : -

Pursuant to your reguest, the Department of Finance has raviewed the proposed
amendments to the parameters and guidelines related to community college health
services. These amendments, which are requested by the Chancellor's. Office,
reflect the fmpact that Chapter 1118/87 has on the original parameters adopted by
the Commission for Chapter 1/84 on August 27, 1987. Specifically, Chapter 1118/87:

. (1) requires districts which were providing health services in 1986-87, rather
’ ) ..than 1983-84,. to continue to_provide.such services,. irrespective of
whether or not a fee was charged for the sarvices; and v

(2) allows all districts to again charge a fee of up to $7.50 per student for
: the services: In this regard, we would peint out that the preposed . -

" amendment to "VIlI. Offsetting Savings, and Other Reimbursements” could
be fnterpreted to require that, if a district elected not to charge fees
it would not have to deduct anything from 1ts claim. We believe that,
pursuant to Section 17556 (d) of the Government Coda, an amount equal to
$7.50 per student must be deducted whether or not it is actually charged
sInce the district has the authority to levy the fee. MWe suggest that the

. following language be added as a second paragraph under "VIII": "“If a
claimant does not lavy the fee authorized by Education Lode Section
72246 (a), 1t shall deduct an amount equal to what it would have recaived

had the fee been levied," .-
Hith the amendméﬁt'destribed'adee; we believe the amendments to the parameters and-
guidelines are appropriate-for this mandate and recommend the Commission adopt them
at 1ts April 27, 1989, meeting. ' : ' N '

Any questions regarding this recommendation should be directed to James M. Apps. or
Kim Clement of my staff at 324-0043. - ‘ - : :

. Fred K'lass%'/

Assistant Program Budget Manager

cc: see seacond page
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cc: Glen Beatie, Stat” Sontroller's Office
Pat Ryan, Chancel ['s Office, Community College -
Juliet Musso, Legislative Analyst's Office :
Richard Frank, Attorney General

LR:1988-2 .
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csM Attachment D

. oS OFFICE GEORGE DEUKMENIAN, Govarmor

HLFORNIA COMMUNITY COLLEGES | -
-»T:an-; (:"::E:Ag?%ﬂg -y ] . HECE'VE&

; F
M AAS8752
N T COMMISSION QN -

. L )  STATE Manpa ES .
Mr. Robert W. Eich - O, -
Executive Director . . it
Commission on State Mandates

170 K Street, Suite LL50
»acramento, CA - 95814

Attentiom: Ms. Deborah Fraga-Decker

Subject: ©SM 4206
Amendments toé Parameters and Guidelines
Chapter 1, Statues of 1984, 2nd E.S.
Chapter 118, Statues of 1987
Health Fee Elimination

Dear Mr. Eich:.

'In_fesponse'ta your request of March 8, we have reviewed the proposed
language changes necessary to amend the existing parameters and =~
guidelines to meet the requirements of Chapter 1118, Statutes of 1987.

‘ The Department of Finance has also provided us a copy of their
- fuggestion to add the following language in part VIII: "If a claimant
does not levy the fee authorized by Education Code Section 72246(a},
it shall deduct an amount equal to. what it would have received had the
fee been levied." This office econcurs with their suggestion -which is
consistent with the law and with our request of February 22.

tith the additional language suggeéted by the Department of Finance,
vhe Chancellor's 0ffice recommends approval of the amended parameters

and quidelines as drafted for presentation to the Commission on
- Spril 27, 1989. . - )

© Sincerely,

DAVID MERTES . . .
Chancellox

DM:PR:mh

ce: Jim'Apps,'Debartmeht of Finance - - -

. CGlen Beatie, State Controller's Offic
. - Richard Frank, Attorney General's Office

gl - Juliet Muso, Legislative Analyst's Office

7 Douglas Burris -
) ‘Joseph Newmyer -
~ Gary Cook .
- ' - . L - 174
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. April 3, 1989

LA MLLAGLIIENE

GRAY I)ZKXKBS
Glmdmllzrnftheﬁtettnnf@altfutm

P.O. BOX 942850
SA.CRAMENTO, CA 94250-0001

(REGEIVED

APR 0 5 1989

CDMMlb SION N
TATE BANDA

“s. Deborah Fraga-Decker
Program Analyst

Gommission on Stats Mandatas
1130 K Street, Suita LES0
Sacramento, CA 95814

rrar Ms. Fraga-Dacker*

RE: Proposed Amendments to Parameters and Guidelines: Chapter 1/84, 2nd

- E. s., and Chaptex 1118/ 87 - Health Fee Elimination : :
We have reviewed tha amendments proposed on the-above. subject and find the .
proposals proper and accaptable.

Howevar, the Commission may wish to clarify section "VIII. OFFSETTING SAVINGS
AND OTHER REIMBURSEMENTS' that the required offsst is tha amount recaived or

~ would have raceived per student in the claim year.

if you have any questions, please call GlenABeatie'at 3-3137.
cerely,

AAAN wa/

Haas, Assistant Chief
ision of Accountlng

GH/GB:dvl.

5¢81822
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Ms. ‘Deborah Fraga-Decker B
Pria Afalyst '

Cofiiigsion -on State: Mandates
1130 Stiéet ;- Saite 1150

REFERENCE: -CSM-4206 e L
c AMENDMENTS TO PARAMETERS AND GUIDELINES . -
_CHAPTER 1, STATUTES OF 1984, 28D E.S. - .»-
CHAPTER 1118, STATUTES OF 1987 e
HEALTH FEE ELIMINATION -~

Dedt Deborah:

. " e h:a,'ve ‘reviewed your létter of March 7 to Gha',“??fﬂ@-.- o

the attached amendments to.the heal th fee parameters and ‘yiide

bel ieve these revisions to be most appropriate and.conty
_ thg:changes you have proposed. - - - .
1 would 1ike to thank you again for your expertise é-rid'-"_h‘ei';')f_ g

throughiout this -entire process.

Strative Affafvs” T

T i

med of Trustoes: Tsabelle B. Gonthier » Biil E. Hernand
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MINUTES

COMMISSION ON STATE MANDATES
May 25, 1989
10:00 a.m.
State Capitol, Room 437
Sacramento, California

Present were: Chairperson Russetl] Gould, Chief Deputy Director, Department of
Finance; Fred R. Buenrostro, Representative of the State Treasurer; D, Robert
Shuman, Representative of the State Controller; Robert Martinez, Director,
Jffice of Planning and Research; and Robert C. Creighton, Pubtic Member.

There being a quorum present, Chairperson Gould called the meeting to order at
10:02 a.m. : '

tem 1 Minutes

chairperson Gould asked if there were any corrections or additions to the
minutes of the Commission's hearing of April 27, 1989. There were no
corrections or additions. T ‘

+he minutes were adopted without objection.

Consent Calendar
vhe following items were on the Commission's consent agenda:
“tem 2 Proposed Statement of Decision

Chapter 406, Statutes of 1988
Special Election - Bridges

Item 3 Proposed Statement of Decision
Chapter 583, Statutes of 1985
Infectious Waste Enforcement

Item 4' Proposed Statement of -Decision
Chapter 980, Statutes of 1984
- Court Audits : .

“tem 5  Proposed Statement of Decision
Chapter 1286, Statutes of 1985
Homeless Mentally I11

&
P




4 e
Minutes : £15
Hearing of May 25, 1989
Page 2

Item 6 Proposed Parameters and Guidelines Amendment
Chapter 1, Statutes of 1984, 2nd E.S. -
Chapter 1118, Statutes of 1987
Health Fee Elimination

Item 7 Proposed Parameters and Guidelines Amendment
Chapter 8, Statutes of 1988
Democratic Presidential Delegates

Item 10 Proposed Statewide Cost Estimate
Chapter 498, Statutes of 1983
Education Code Section 48260.5
Notification of Truancy

Item 12 Proposed Statewide Cost Estimate
Chapter 1226, Statutes of 1984
Chapter 1526, Statutes of 1985
Investment Reports

There being no discussion or appearances on Items 2, 3, 4, 5, 6, 7, 10, and
12, Member Buenrostro moved adoption of the staff recommendation on these
items on the consent calendar. Member Martinez seconded the motion. The
vote on the motion was unanimous. The motion carrijed.

The following items were continued:
Item 13 Proposed Statewide Cost Estimate

Chapter 1335, Statutes of 1986 .
Trial Court Delay Reduction Act

Item 16 Test Claim : .
‘Chaptar 841, Statutes of 1982
Patients' Rights Advocates

Item 17 Test Claim ,,
Chapter 921, Statutes of 1987
Countywide Tax Rates

The next item to be heard by the Commission was:

-Item 8 Proposed Parameters and Guidelines Amendment
Chapter 961, Statutes of 1975
Collective Bargaining

_The party requesting the proposed amendment, Fountain Valley School District,
"did not appear at the hearing, Caro) Miller, appearing on behalf of the
Education Mandated Cost Network, stated that the Network was interested in the
1ssue of reimbursing & school district for the time the district
Superintendent spent in, or preparing for, collective bargaining issues.
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The Commission then discussed the issue of reimbursing the Superintendent's
time as a direct cost to the mandated program or as an indirect cost as
required by the federal publications OASC-10, and Federal Management Circular
74-4, Upon conclusion of this discussion, the Commission, staff, and

Ms. Miller, agreed that the Commission could deny this proposed amendment by
the Fountain Valley School District, and Ms. Miller could assist another
district in an attempt to amend the parameters and guidelines to ailow
reimbursement of the Superintendent's cost relative to collective bargaining
matiers. ’ ' .

Member Creighton then inquired on the issue of holding. collective bargaining
sessions -outside of normal working hours and the number of teachers the _
parameters and guidelines rejmburse for participating in collective bargaining
sessions. Ms. Miller stated that because of the classroom disruption that can
~esult from the use of a substitute teacher, bargaining sessfons are sometimes
held outside of normal work hours for practical reasons. Ms. Miller also
stated that the parameters and guidelines permit reimbursement for five
substitute teachers,

Member Martinez moved and Member Buenrostro seconded a motion to adopt the
*12ff recommendation to deny the proposed amendments to the parameters and

~guidelines, The roll call vote on the motion was unanimous. The motion

carried.

Item 9  Proposed Statewide Cost Estimate
Chapter 498, Statutes of 1983
Education Code Section 61225.3
Graduation Requirements

Carol MiTler appeared on behalf of the claimant, Santa Barbara Unified School
District, Jim Apps and Don Enderton appeared on behalf of the Department of
“inance, and Rick Knott appeared on behalf of the San Diego Unified School
District. ' '

Carp]l Miller began the discussion on this matter by stating her abjection to
the Department of Finance raising issues that were already argued in the
parameters and guidelines hearings for this mandate, Based on this objection,
“s. Miller requested that the Commission adopt staff's recommendation and
allow the Controller's Office to handle any audit exceptions.

Jim Apps stated that because school districts did not report funds that have
been received by them, then the data reported in the survey is suspect.
Therefore, the Department of Finance is not convinced that the cost estimate
sased on the data received by the schools is legitimate.

-Discussion continued on the validity of the cost estimate and on the figures

presented to the Commission for its consideration.

Member Creighton then made a motion to adoﬁt staff's recommendation. Membef_
Shuman seconded the motion. The vote on the motion was: Member Buenrostrao,

no; Member Creighton,.aye; Member Martinez, no; Member Shuman, aye; and

Chairperson Gould, no. The motion failed,
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Chairperson Gould made an alternative motion that staff, the Department of
Finance, and the school districts, conduct a pre-hearing copference and agree
on an estimate to be presented to the Commission at a future hearing, Member
Buenrostro seconded the motion. The roll call vote on the motion was
unanimous. The motion carried.

Item 11 Statewide Cost Estimate
Chapter B15, Statutes of 1979
Chapter 1327, Statutes of 1984
Chapter 757, Statutes of 1985
Short-Noyle Case Management

Pamela Stone, representing the County of Fresno, stated that the county was in
agreement with the staff proposed statewide cost estimate of $20,000,000 for
the 1985-86 through 1989-90 fiscal years, and was opposed to the reduction of
the costs estimate being proposed by the Department of Mental Health's late
filing. ' '

Lynn Whetstone, representing the Depariment of Mental Health, stated that the
Department agrees with the methodology used by Commission staff to develop the
cost estimate, however, the Department questioned the manner in which
Commission staff extrapolated its survey figures into a statewide estimate..

- Ms, Whetstone stated that due to the reasons stated in its late filing, the

Department believes that the cost estimate be reduced to $17,280,000.

Member Shuman moved, and Member Martinez seconded a motion to adopt the staff
?r0posed statewide cost_estimate of $20,000,000 for the 1985-86 through
1989-90 fiscal years. The roll call vote on the motjon was unanimous. The
motion carried.

Item 14 State Mandates Apportionment System
Request for Review of Base Year Entitlement
Chapter 1242, Statutes of 1977 S
Senior Citizens' Property Tax Postponement

Leslie Hobson appeared on behalf of the claimant, County of Placer, and stated
agreement with the staff analysis. ,

There were.no other appearances and no further discussion,

Member Creighton moved approval of the staff recommendation. Member Shuman
seconded the motion. - The roll call vote was unanimous. The motion carried,

~1tem 15 Test Claim

Chapter 670, Statutes of 1987
Assigned Judges

Vicki Wajdak and Pamela Stone appeared on behalf of the claimant, Counfy of
Fresno. Beth Mullen appeared on behalf of the Administrative Office of
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the Courts. Jim Apps appeared on behalf of the Department of Finance. Allan
Burdick appeared on behalf of the County Supervisors Association of
California. Pamela Stone restatéd the claimant's position that the revenue
Tosses due to this statute were actually increased costs because Fresno is now
~zguired to compensate its part-time justice caurt. judges for work performed
or another county while on assignment. Beth Mullen stated her opposition to
this interpretation because Fresno's part-time justice court Jjudge cannot be
assigned elsewhere until all work required to be performed for Fresno has been
completed; therefore, Fresno is only required to compensate the judge for its
own work. _

There followed discussion by the parties and the Commissfon regarding the
zoplicability of the Supreme Court's decisions in County of Los Angeles and
Lucia Mar. Chairperson Gould asked Commission Coumsel Gary Hori whether this
statute imposed a new program and higher level of service as contempTated by
these two decisions. Mr. Hori stated that it did meet the definition of new
=rogram and higher level of service as contemplated by the Supreme Court.

vember Creighton moved to adopt the staff recommendation to find a mandate on
counties whose part-time justice court judge is assfgned within the home
county. Member Shuman seconded the motion. The roll call vote was
unanimous. The motion carried.

Ttem 18 Test Claim
Chapter 1247, Statutes of 1977
Chapter 797, Statutes of 1980
_Chaqter 1373, Statutes of 1980
Public Law 99-372
Attorney's Fees - Special Education

Chairperson Gould recused himself from the hearing on this {tem.

Clayton Parker, representing the Newport-Mesa Unified -School District,
submitted a late filing on the test claim rebutting the staff analysis.
“ember Creighton stated that he had not had an opportunity to review the Tate
“11ing and inquired on whether the claim should be heard at this hearing,
Staff informed Member Creighton and Member Buenrostro that in reviewing the
fi1ing before this item was called, the filing appeared to be sunmary of the
“*aimant's position on the staff analysis, and that there appeared to be no
~rason to continue the item. '

Mr. Parker stated that Commission staff had misstated the events that resulted
in the claimant having to pay attorneys' fees to a pupil's guardians, and
because of case law, courts do not have any discretion in awarding attorney's
“2es. Mr. Parker stated that because state legislation has codified the
federal Education of the Handicapped Act, school districts are subject to the
provisions of Public Law 94-142 and Public Law 99-372. Member Buenrostro then
inquired whether staff was comfortable with discussing the issue of a state
executive order incorporating federal law.-
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Staff informed the Commission that it was not comfortable discussing this -
1ssue, and further noted that it appeared that Mr, Parker was basfng his
reasoning for finding P.L., 99-372 to be a state mandated program, on the Board
of Control's finding that Chapter 1247, Statutes of 1977, and Chapter 797,
Statutes of 1980, were a state mandated program. Staff noted that Board of
Control's finding is currently the subject of the Titigation in Huff v, '
Commission on State Mandates {Sacramento County Superior Court Cise No.

352295),

Member Creighton moved and Member Martinez seconded a motjon to continue this
item and have legal counsel and staff review the arguments presented by
Mr. Parker. The vote on the motion was unanimous. The motion carried,

With no further jtems on the agenda, Cha1rper§on Gould édjourned the hearing
at 11:45 a.m, - : :

RWE:GLH:em:0224g




DISTRICT’S
INCORRECT REDUCTION CLAIM
 FILED WITHTHE
COMMISSION ON STATE MANDATES

ON SEPTEMBER 6, 2005
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STATE OF CALIFORNIA ' ARNOLD SCHWARZENEGGER, Governor

COMMISSION ON STATE MANDATES
980 NINTH STREET, SUITE 300

SACRAMENTO, CA 95814

PHONE: (916) 323-3562

FAX: (916) 445-0278

E-mail: csminfo@csm.ca.gov

September 16, 2005

Mr. Keith B. Petersen Ms. Ginny Brummels

SixTen and Associates Division of Accounting and Reporting
5252 Balboa Avenue, Suite 807 State Controller’s Office

San Diego, CA 92117 3301 C Street, Suite 501

Sacramento, CA 95816 -

Re: Incorrect Reduction Claim
Health Fee Elimination, 05-4206-1-03
Long Beach Community College District, Claimant
Education Code Section 76355
Statutes 1984, Chapter 1, 2nd E.S.; Statutes 1987, Chapter 1118
Fiscal Years 2001-2002, 2002-2003

Dear Mr. Petersen and Ms. Brummels:

On September 6, 2005, the Long Beach Community College District filed an incorrect
reduction claim (IRC) with the Commission on State Mandates (Commission) based on
the Health Fee Elimination program for fiscal years 2001-2002 and 2002-2003.
Commission staff determined that the IRC filing is complete.

Government Code section 17551, subdivision (b), requires the Commission to hear and
decide upon claims filed by local agencies and school districts that the State Controller’s
Office (SCO) has incorrectly reduced payments to the local agencies or school districts.

SCO Review and Response. Please file the SCO response and supporting documentation
regarding this claim within 90 days of the date of this letter. Please include an explanation
of the reason(s) for the reductions and the computation of reimbursements. All
documentary evidence must be authenticated by declarations under penalty of perjury
signed by persons who are authorized and competent to do so and be based on the
declarant’s personal knowledge, information or belief. The Commission's regulations also
require that the responses (opposition or recommendation) filed with the Commission be
simultaneously served on the claimants and their designated representatives, and
accompanied by a proof of service. (Cal. Code Regs., tit. 2, § 1185.01.)

The failure of the SCO to respond within this 90-day timeline shall not cause the
Commission to delay consideration of this IRC.

Claimant’s Rebuttal. Upon receipt of the SCO response, the claimant and interested
parties may file rebuttals. The rebuttals are due 30 days from the service date of the
response.




Prehearing Conference. A prehearing conference will be scheduled if requested.

Public Hearing and Staff Analysis. The public hearing on this claim will be scheduled
after the record closes. A staff analysis will be issued on the IRC at least eight weeks
prior to the public hearing.

Dismissal of Incorrect Reduction Claims. Under section 1188.31 of the Commission’s
regulations, IRCs may be dismissed if postponed or placed on inactive status by the
claimant for more than one year. Prior to dismissing a claim, the Commission will
provide 60 days notice and opportunity for the claimant to be heard on the proposed
dismissal.

Please contact Tina Poole at (916) 323-8220 if you have any questions.

Sincerely,

0 e Pk

NANCY PATTON
Assistant Executive Director

Enclosure:  Incorrect Reduction Claim Filing - (SCO only)

J:mandates/IRC/2005/4206-1-03/completeltr
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SixTen and Associates
Mandate Reimbursement Services

" 3ITH B. PETERSEN, MPA, JD, President -Telephone: (858) 514-8605
_2Z52 Balboa Avenue, Suite 807 Fax: (858) 514-8645

San Diego, CA 92117 E-Mail: Kbpsixten@aol.com

September 1, 2005 RECEIVED

sen & 6 2005
Paula Higashi, Executive Director COMMISS)
Commission on State Mandates . | STATE MAN%%%NS J
980 Ninth Street, Suite 300 '

Sacramento, CA 95814

RE: Health Fee Elimination
Fiscal Years: 2001-02 through 2002-03
Incorrect Reduction Claim

Dear Ms. Higashi:

Enclosed is the original and two copies of the above referenced incorrect reductlon
claim for Long Beach Community College District.

SixTen and Associates has been appointed by the District as its representative for this
matter and all interested parties should direct their inquiries to me, with a copy as
follows:

Irma Ramos, Administrative Dean
Human Resources

Long Beach Community College District
4901 East Carson Street

Long Beach, CA 90808

Thank-you.

Sincerely,

psfe—

Keith B. Petersen
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State of California

COMMISSION ON STATE MANDATES
980 Ninth Street, Suite 300
Sacramento, CA 95814

{916) 323-3562

CSM 2 (12/89)

NCORRECT REDUCTION CLAIM FORM

For Official Use Only

oFp 062005 |
COMMISSION ON

Local Agency or School District Submitting Claim

LONG BEACH COMMUNITY COLLEGE DISTRICT

| STATEMAMRATES | (5 7206 T-02

Contact Person

Keith B. Petersen, President
SixTen and Associates

5252 Balboa Avenue, Suite 807
San Diego, CA 92117

Telephone Number

Voice: 858-514-8605
Fax:  858-514-8645
E-mail: Kbpsixten@aol.com

Address

irma Ramos, Administrative Dean
Human Resources

Long Beach Community College District
4901 East Carson Street

Long Beach, CA 90808

Representative Organization to be Notified

Robert Miyashiro, Consultant, Education Mandated Cost Network

"~ c¢/o School Services of California
1121 L Street, Suite 1060
Sacramento, CA 95814

Telephone Number

Voice: 916-446-7517
Fax: 916-446-2011
'E-mail. robertm@8SSCal.com

This claim alleges an incorrect reduction- of a reimbursement claim-filed with the State Controller’'s Office pursuant to
section 17561 of the Govemment Code. This incorrect reduction claim is filed pursuant to section 17561(b) of the

Government Code.

CLAIM IDENTIFICATION: Specify Statute or Executive Order

HEALTH FEE ELIMINATION Chapter 1, Statutes of 1984, 2nd E.S. Education Code Section 76355

Chapter 1118, Statutes of 1987

Fiscal Year Amount of the Incorrect Reduction
2001-2002 $193,957
2002-2003 $272,672

Total Amount $466,§29

IMPORTANT: PLEASE SEE INSTRUCTIONS AND FILING REQUIREMENTS FOR COMPLETING AN

INCORRECT REDUCTION CLAIM ON THE REVERSE SIDE.

Name and Title of Authorized Representative

Irma Ramos Administrative Dean

Telephone No.

Voice: 562-938-4095
Fax: 562-938-4364
E-Mail: iramos@lbcc.edu

Slgnét/ lre 6f’AutHorlzed Represenlatlve
X

Date
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August ¥ 2005
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Claim Prepared by:.

Keith B. Petersen

SixTen and Associates

5252 Balboa Avenue, Suite 807
San Diego, California 92117
Voice: (858) 514-8605

Fax: (858) 514-8645

BEFORE THE
COMMISSION ON STATE MANDATES
STATE OF CALIFORNIA

INCORRECT REDUCTION CLAIM OF:
. No. CSM

Chapter 1, Statutes of 1984, 2nd E.S.
Chapter 1118, Statutes of 1987

LONG BEACH '
Community College District, Education Code Section 76355

Health Fee Elimination

Claimant.
Annual Reimbursement Claims:

Fiscal Year 2001-02
Fiscal Year 2002-03

R R I el e i
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NCORRECT REDUCTION CLAIM FILING
PART I. AUTHORITY FOR THE CLAIM
The Commission on State Mandates has the authority pursuant‘ to Government
Code Section 17551(d) to “ . . . to hear and decide upon a claim by a local agency or
school district, filed on or after January 1, 1985, that the Controller has incorrectly
reduced payments to the local agency or school district pursuant to paragraph (2) of
subdivision (d) of Section 17561.” Long Beach Community College District (hereafter

“district” or “claimant”) is a school district as defined in Government Code Section
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17519." Title 2, CCR, Section 1185 (a), requires the claimaﬁt to file an incorrect
reduction-claim with the Commission.

This incorrect reduction claim is timely filed. Title 2, CCR, Section 1185 (b),
requires incorrect reduction claims to be fivled no later than three years following the
date of the Controller's remittance advice notifying the claimant of a reduction. A
Controller's audit report dated April 27, 2005 has been issued, but no remittance
advices have been issued. The audit report constitutes a demand for repayment and
adjudication of the claim. On May 14, 2005, the Contrbller issued “results of review
letters” reporting the audit results and amounts due claimant, subject to payment when
appropriations are available, and constitutes a payment action.

There is no alternative dispute resolution process available from the Controller’s
office. In response to an audit issued March 10, 2004, Foothill-De Anza Community |
College attempted to utilize the informal audit review process established by the
Confroller to resolve factual disputes. Foothill-De Anza was notified by the Controller's
legal counsel by letter of July 15, 2004 (attached as Exhibit “A”), that the Controller’s
informal audit review process was not available for mandate audits and that the proper

forum was the Commission on State Mandates.

! Government Code Section 17519, added by Chapter 1459, Statutes of 1984,
Section 1: -

“School district’ means any school district, community college district, or county
superintendent of schools.”
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PART Il. SUMMARY OF THE CLAIM
The Controller conducted a field audit of District's anm)al reimbursement claims
for the District’s actual costs of complying with the legislatively mandated Health Fee
Elimination Program (Chapter 1, Statutes of 1984, 2™ Extraordinary Session and
Chapter 1118, Statutes of 1987) for the period of July 1, 2000 through June 30, 2003. -
As a result of the audit, the Controller determined that $466,629 of fhe claimed costs
for were unallowable:

Fiscal Amount Audit SCO Amount Due

Year Claimed Adjustment Payments <State> District
2001-02 $244,306 $193,957 $25,457 $24,892

2002-03 $272672 $272672 $ O $ O

Totals $516,978  $466,629  $25,457 $24,892
Since the District has been paid $25,457 for these claims, the audit report concludes
that a remaining amount of $24,892 should be paid to the District “contingent on
available appropriaﬁons."
PART Ill. PREVIOUS INCORRECT REDUCTION CLAIMS

The District has not filed any previous incorrectr reduction claims for this
mandate program. The District is not aware of any other incorrect reduction claims
having been adjudicated on the specific issues or subject matter raised by this incorrect
reduction claim.

/
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PART IV. BASIS FOR REIMBURSEMENT

1. Mandate Legislation

Chapter 1, Statutes of 1984, 2" Extraordinary Session, repealed Education
Code Section 72246 which had authorized community college districts to charge a
student health services fee for the purpose of providing health supervision and
services, direct and indirect medical and hospitalization services, and operation of
student health centers. This statute also required the scope of health services for
which a community college district charged a fee during the 1983-84 fiscal year be
maintained at that level in the 1984-85 fiscal year and every year thereafter. The
provisions of this statute were to automatically repeal on December 31, 1987.

Chapter 1118, Statutes of 1987, amended Education Code Section 72246 to
require any community college district that provided health services in 1986-87 to
maintain health services at that level in 1987-88 and each fiscal year thereafter.

Chapter 8, Statutes of 1993, Section 29, repealed Education Code Section
72246, effective April 15, 1993. Chapter 8, Statutes of 1993, Section 34, added

Education Code Section 763552, containing substantially the same provisions as former

? Education Code Section 76355, added by Chapter 8, Statutes of 1993, Section
34, effective April 15, 1993, as last amended by Chapter 758, Statutes of 1995, Section
99:

“(a) The governing board of a district maintaining a community college may
require community college students to pay a fee in the total amount of not more than
ten dollars ($10) for each semester, seven dollars ($7) for summer school, seven
dollars ($7) for each intersession of at least four weeks, or seven dollars ($7) for each

4
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.quarter for health supervision.and services, including direct or indirect medical and
hospitalization services, or the operation of a student health center or centers, or both.

The governing board of each community college district may increase this fee by
the same percentage increase as the Implicit Price Deflator for State and Local
Government Purchase of Goods and Services. Whenever that calculation produces an
increase of one dollar ($1) above the existing fee, the fee may be increased by one
dollar ($1).

(b) If, pursuant to this section, a fee is required, the governing board of the
district shall decide the amount of the fee, if any, that a part-time student is required to
pay. The governing board may decide whether the fee shall be mandatory or optional.

(c) The governing board of a district maintaining a community college shall adopt
- rules and regulations that exempt the following students from any fee required pursuant
to subdivision (a):

(1) Students who depend exclusively upon prayer for healing in
accordance with the teachings of a bona fide religious sect, denomination, or
organization.

(2) Students who are attending a community college under an approved
apprenticeship training program.

(3) Low-income students, including students who demonstrate fi nancial
need in accordance with the methodology set forth in federal law or regulation
for determining the expected family contribution of students seeking financial aid
and students who demonstrate eligibility according to income standards -
established by the board of governors and contained in Section 58620 of Tltle 5
of the California Code of Regulations.

(d) All fees collected pursuant to this section shall be deposited in the fund of
the district designated by the California Community Colleges Budget and Accounting
Manual. These fees shall be expended only to provide health services as specified in
regulations adopted by the board of governors.

Authorized expenditures shall not include, among other things, athletic trainers'
salaries, athletic insurance, medical supplies for athletics, physical examinations for
intercollegiate athletics, ambulance services, the salaries of health professionals for
athletic events, any deductible portion of accident claims filed for athletic team
members, or any other expense that is not available to all students. No student shall be
denied a service supported by student health fees on account of participation in athietic
programs.

(e) Any community college district that provided health services in the 1986-87
fiscal year shall maintain health services, at the level provided during the 1986-87
fiscal year, and each fiscal year thereafter. If the cost to maintain that level of service
exceeds the limits specified in subdivision (a), the excess cost shall be borne by the

5
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Section 72246, effective April 15, 1993.

2. Test Claim

On December 2, 1985, Ri‘o Hondo Community College District filed a test claim
alleging that Chapter 1 Statutes of 1984, 2™ Extraordinary Session, by eliminating the
authority to levy afee and by requiring a maintenance of effort, mandated additional
costs by mandating a new program or the higher level of service of an existing program
within the meaning of California Constitution Article Xl B, Section 6.

On November 20, 1986, the Commission on State Mandates determined that
Chapter 1, Statutes of 1984, 2™ Extraordinary Session, imposed a new program upon
community college districts by requiring any community college district, which provided
health services for which it was authorized to charge a fee pursuant to former Section
72246 in the 1983-1984 fiscal year, to maintain health services at that level in the
1984-1985 fiscal year and each fiscal year thereafter.

At a hearing on April 27, 1989, the Commission of State Mandates determined
that Chapter 1118, Statutes of 1987, amended this maintenance of effort requirement to
apply to all community college districts which provided health services in fiscal year

1986-1987 and required them to maintain that level of health services in fiscal year

district.

(f) A district that begins charging a health fee may use funds for startup costs
from other district funds and may recover all or part of those funds from health fees
collected within the first five years following the commencement of charging the fee.

(g) The board of governors shall adopt regulations that generally describe the
types of health services included in the health service program.”

6
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1987-1988 and each fiscal year thereafter.

3. Parameters and Guidelines

On August 27, 1987, the original parameters and guidelines were adopted. On
May 25, 1989, those parameters and guidelines were amended. A copy of the
parameters and guidelines, as amended on May 25, 1989, is attached as Exhibit “B.”
So far as is relevant to the issues presented below, the parameters and guidelines
state:
“V. REIMBURSABLE COSTS
A Scope of Mandate
Eligible community college districts shall be reimbursed for
the costs of providing a health services program. Only

services provided in 1986-87 fiscal year may be claimed. ...

V. CLAIM PREPARATION

B.. 3 Allowable Overhead Cost
Indirect costs may be claimed.in the manner
described by the State Controller in his claiming
instructions.

Vil. SUPPORTING DATA

For auditing purposes, all costs claimed must be traceable to
source documents and/or worksheets that show evidence of the
validity of such costs....

VIl  OFFSETTING SAVINGS AND OTHER REIMBURSEMENTS

Any offsetting savings the claimant experiences as a direct result
of this statute must be deducted from the costs claimed. In
addition, reimbursement for this mandate received from any

7
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source, e.g., federal, state, etc., shall be identified and deducted
from this claim. This shall include the amount of $7.50 per full-time
student per semester, $5.00 per full-time student for summer
school, or $5.00 per full-time student per quarter, as authorized by
Education Code section 72246(a). This shall also include
payments (fees) received from individuals other than students who
are not covered by Education Code Section 72246 for health

»

services. ... :

4. Claiming Instructions

The Controller has annually issued or revised claiming instructions for the
Health Fee Elimination mandate. A copy of the September 1997 revision of the
claiming instructions is attached as Exhibit “C.” The September 1997 claiming
instructions are believed to be, for the purposes and scope of this incorrect reduction
claim, substantially similar to the version extant at the time the claims which are the
subject of this Incorrect reduction claim were filed. However, since the Controller’s
claim forms and instructions have not been adopted aé regulations, they have no force
of law, and, theréfore, have no effect on the outcome of this incorrect reduction claim.

PART V. STATE CONTROLLER CLAIM ADJUDICATION
The Controller conducted an audit of District’s énnual reimbursement claims for
Fiscal years 2001-02 and 2002-03. The audit concluded that only 10% of the
District's costs, as claimed, are allowable. A copy of the April 27, 2005-audit report and
the District’s response is attached as Exhibit “D.”
VI. CLAIMANT'S RESPONSE TO THE STATE CONTROLLER

By letter dated February 4, 2005, the Controller transmitted a copy of its draft

8
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audit report. By letter dated February 23, 2005, the District objected to the proposed
adjustments set forth in the draft audit report. A copy of' District’s letter of February 23,
2005 is attached as Exhibit “E.’; The Controller then issﬁed its final audit report without
change to the adjustments as stated in the draft audit report.
PART VIl. STATEMENT OF THE ISSUES

Finding 1: Unallowable services and supplies costs

The Controller asserts unallowable services and supplies direct costs totaling
$17,894 for both fiscal years. This total amount comprises $11,869 in “overclaimed”
athletic insurance costs and duplicated charges of $6,025 for services and supplies for
both fiscal years.

Health Insurance Premium

The District pays two types of student insurance premiums. The basic and
catastrophic coverage for the general student population, and a separate premium
amount for intercollegiate athletes. The Controller's adjustment improperly disallows a
portion of the general population premium as somehow being related to intercollegiate
athletics. The audit report does not describe how the disallowance was calculated.
Regardless, the adjustment is inappropriate since student athletes are part of the |
student population fof purpose of the general student population insurance premium.
The insurance premiums for athletes pertains to coverage while participating in

intercollegiate sports, ndt while they are attending class or on campus in their capacity
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a member of the general student population.

Services and Supplies

The District does not contest this adjustment.
Finding 2‘- Overstated indirect cost rates claimed

The Controller asserts that the district overstated its indirect cost rates and costs
in the amount of $139,093 for both fiscal years. This finding is based upon the
Controller's statement that “the district did not obtain federal approval for its IRCPs.
We calculated indirect cost rates using the methodology allowed by the SCO claiming
instructions. Contrary to the Controller's ministerial preferences, there is no
requirement in law that the district’s indirect cost rate rﬁust be “federally” approved, and
further the Controller has never specified the federal agencies which have‘ the authority
to approve indirect cost rates. Further, it §hould be noted that the Controller did not
determine that the District’s rate was excessive or unreasonable.
CCFS-311

In fact, both the District’s method and the Controller's method utilized the same
source document, the CCFS-311 annual financial and budget report required by the
state. The difference in the claimed and audited methods is in the determination of
which of those cost elements are direct costs and which are indirect costs. Indeed,
federally “approved” rates which the Controller will accept without further action, are

“negotiated” rates calculated by the district and submitted for approval, indicating that

10
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the process is not an exact science, but a determination of the relevance and
reasonableness of the cost allocation assumptions made for the method used.

Requlatory Requirements

No particular indirect cost rate calculation is required by law. The parameters

“and guidelines state that “Indirect costs may be claimed in the manner described by the

Controller in his claiming instructions.” The district claimed these indirect costs “in the
manner” described by the Controlier. The correct forms were used and the claimed
amounts were .entered at the correct locations. Further, “may” is not “shall’; the
parameters and guidelines do not require that indirect costs be claimed in the manner
described by the Controller. In the audit report, the Controller asserts that “the specific
directions for the indirect cost rate calculation in the claiming instructions are an
extension of Parameters and Guidelines.” It is not clear what the Iegal significance of
the concept of “extension” might be, regardless, the reference to the claiming
instructions in the parameters and guidelines does not change “may” into a “shall.”
Since the Controller’s claiming instructions were never adopted as law, or regulations
pursuant to the Administrative Procedure Act, the claiming instructions are merely a
statement of the ministerial interests of the Controller and not law.

Unreasonable or Excessive

Government Code Section 17561(d)(2) requires the Controller to pay claims,
provided that the Controlier may audit the records of any school district to verify the

actual amount of the mandated costs, and may reduce any claim that the Controller

11
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determines is excessive or unreasonable. The Controller is authorized to reduce a

claim only if it determines the claim to be excessive or unreasonable. Here, the District

hés computed its ICRPs utilizing cost accounting principles from the Office of
Management and Budget Circular A-21, and the Controller has disallowed it without a
determination of whether the product of the District’s calculation would, or would not, be
excessive, unreasonable, or i'nco'nSistent with cost accounting principles.

Neither State law nor the parameters and guidelines made compliance with the
Controller’s claiming instructions a condition of reimbursement. The district has
followed the parameters and guidelines. The burden of proof is on the Controller to
prove that the product of District’s calculation is unreasonable, nqt to recalculate the
rate according to its unenforceable ministerial preferences. Therefore, Controlier
made no determination as to whether the method used by the District was reasonable,
but, merely substituted its FAM-29C method for the method reported by the Dsitrict.
The substitution of the FAM-29C method is an arbitrary choice of ther Controller, not a
“finding” enforceable either by fact or law.

Finding 3: Understated authorized health service fees

This finding is based on the Controller’s recalculation of the student health
services fees which may have beén “collectible” which was then compared to the
District’s student health fee revenues actually received, resulting in a total adjustment

of $217,409 for the two fiscal years.

12

182




© ® N O o h o N =

-
O

12

13
14
15
16
17
18
19
20

21

Incorrect Reduction Claim of Long Beach Community College District
1/84; 1118/87 Health Fee Elimination

Education Code Section 76355

Education Code Section 76355, subdivision (a), in relevant part, provides: “The
governing board of a district maintaining a community college may require community
college students to pay a fee . . . for health supervision and services . . .” There is no
requirement that community colleges levy these fees. The permissive nature of the
provision is further illustrated in subdivision (b) which states “/f, pursuant to this
Section, a fee is required, the governing board of the district shall decide the amount of
the fee, if any, that a part-time student is required to pay. The governing board may
decide whether the fee shall be mandatory or optional.”

Parameters and Guidelines

This Controller states that the “Parameters and Guidelines requires that the
district deduct authorized health fees from claimed costs.” The parameters and
guidelines do not state this but instead state:

“Any offsetting savings that the claimant experiences as a direct result of
this statute must be deducted from the costs claimed. In addition,
reimbursement for this mandate received from any source, e.g., federal, state,
etc., shall be identified and deducted from this claim. This shall include the
amount of [student fees] as authorized by Education Code Section 72246(a)’.”

In order for the district to “experience” these “offsetting savings” the district must

actually have collected these fees. Student fees actually collected must be used to

offset costs, but not student fees that could have been collected and were not. The use

3 Former Education Code Section 72246 was repealed by Chapter 8, Statutes of
1993, Section 29, and was replaced by Education Code Section 76355.
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of the term “any offsetting savings” further illustrates the permissive nature of the fees.

Government Code Section 17514

The Controller relies upon Government Code Section 17514 for the conclusion -
that “[t]o the extent community college districts can charge a fee, they are not required
to incur a cost.” Government Code Section 17514, as added by Chapter 1459, Statutes
of 1984, actually states:

“ Costs mandated by the state” means any increased costs which a local
agency or school district is required to incur after July 1, 1980, as a result of any
statute enacted on or after January 1, 1975, or any executive order
implementing any statute enacted on or after January 1, 1975, which mandates
a new program or higher level of service of an existing program. within the
meaning of Section 6 of Article XIll B of the California Constitution.”

There is nothing in the language of the statute regarding the authority to charge a fee,
any nexus of fee revenue to increased cost, nor any language which describes the

legal effect of fees colleéted.

Government Code Section 17556

The Controller relies upon Government Code Section 17556 for the conclusion
that “the COSM shall not find costs mandated by the State if the school district has the
authority to levy fees to pay for the mandated program or increased level of service.”
Government Code Section 17556 as last amended by Chapter 589/89 actually states:

"The commission shall not find costs mandated by the state, as defined in

Section 17514, in any claim submitted by a local agency or school district, if after

a hearing, the commission finds that:

(d) The local agency or school district has the authority to levy service
charges, fees, or assessments sufficient to pay for the mandated program or

increased level of service. ..

14
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The Controller misrepresents the law. Government.Code Section 17556 prohibits the

Comm‘ission on State Mandates from finding costs subject to reimbursement, that is,

| approving a test claim activity for reimbursement, where there is authority to levy fees

in an amount sufficient to offsét the entire mandatéd costs. Here, the Commission has
already approved the test claim and made a finding of a new program or higher level of
service for which the claimants do not have the ability to levy a fee in an amount
sufficient to offset the entire mandated costs.

Student Health Services Fee Amount

The Controller asserts that the district should have collected a student health
service fee each semester from non-exempt students in the amount of $9 or $12,
depending on the fiscal year and whether the student is enrolled full time or part time.
Districts receive notice of these fee amounts from the Chancellor of the California
Community Colléges. An example of one.such notice is the letter dated March 5, 2001,
attached as Exhibit “F.” While Education Code Section 76355 provides for an
increase in the student health service fes, it did not grant the Chancellor the authority
to establish mandatory fee amounts or mandatory fee increases. No state agency was
granted that authority by the Education Code, and no state agency has exercised its
rulemaking authority to establish mandatory fees amounts. 1t should be noted that the
Chancellor’s letter properly states that increasing the amount of the fee is at the option
of the district, and that the Chancellor is not asserting that authority. Therefore, the

Controller cannot rely upon the Chancellor’'s notice as a basis to adjust the claim for

15
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“collectible” student health services fees.

Fees Collected vs. Fees Collectible

This issue is one of student health fees revenue actually received, réther than
student health fees which might b‘e collected. The Commission determined, as stated
in the parameters and guidelines that the student fees “experienced” (collected) would
reduce the amount subject to reimbursement. Student fees not collected are student
fees not “experienced” and as such should not reduce reimbursement. Further, the
amount ‘collectible” will never equal actual revenues collected due to changes in
student’'s BOGG eligibility, bad debt accounts, and refunds.

Because districts are not required to coliect a fee from students for student
heailth services, and if such a fee is collected, the amount is to be determined by the
District and not the Controller, the Controller’'s adjustment is without legal basis. What
claimants are required by the parameters and guideli—nes to do is to reduce the amount
of their claimed costs by the amount of student health services fee revenue actually
received. Therefore, student health fees are merely collectible, they are not

mandatory, and it is inappropriate to reduce claim amounts by revenues not received.

Finding 4: Understated expenditures and offsetting reimbursements

This adjustment is not material and is not disputed by the district.
Statute of Limitations for Audit

This issue is not a finding of the Controller. The District asserts that the first

16
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year of the two claims audited, FY 2001-02, is beyond the statute of limitations for audit
when the Controller completed its audit on April 27, 2005. The District raised this issue
at the beginning of the audit and in its letter dated February 23, 2005 in response to the
draft audit report.

Chronology of Claim Action Dates

December 6, 2002 FY 2001-02 claim filed by the District (certified mail)
August 18, 2004 Entrance conference date. . |
December 31, 2004 FY 2001-02 statute of limitations for audit expires
April 27, 2005 Controller’s final audit report issued

The District's fiscal year 2001-02 claim was mailed to the Controller on
December 6, 2002. According to Government Code Section 17558.5, this claim is
subject to audit no later than December 31, 2004. The audit was not completed by this
date. Therefore, the audit adjustments for Fiscal Year 2001-02 are barred by the
statute of limitations set forth in Government Code Section 17558.5.

In its final audit report, the Controller responded as follows: The claim was filed
in December 2002. The audit was initiated on August 18, 2004, which is prior to the
statutory deadline fo December 2004.” Note that the Controller considers thé audit
“initiated” oﬁ the date of the entrance conference. Thus, the Controller is thus
asserting that date when the audit was “initiated’ is relevant to the period of limitations,
and not the date of the audit report. In any case, a review of the legisiative history of

Government Code Section 17558.5 indicates that the matter of the audit “initiation” date

17
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is not relevant to any fiscal year claims which are the subject of this audit.
Statutory History
Prior to January ‘1, 1994, no statute specifically governed the statute of
limitations for audits of mandate reimbursement claims. Statutes of 1993, Chapter 908,
Section 2, operative January 1, 1994, added Government Code Section 17558.5 to
establish for the first time a specific statute of limitations for audit of mandate
reimbursement claims:
‘(a) A reimbursement claim for actual costs filed by a local agency or school
district pursuant to this chapter is subject to audit by the Controller no later than
four years after the end of the calendar year in which the reimbursement claim is
filed or last amended. However, if no funds are appropriated for the program for
the fiscal year for which the claim is made, the time for the Controller to initiate
an audit shall commence to run from the date of initial payment of the claim.”
Thus, there are two standards. A funded claim is “subject to audit” for four years after
the end of the calendar year in which the claim was filed. An “unfunded” claim must
have its audit “initiated” within four years of first payment.
Statutes of 1995, Chapter 945, Section 13, operative July 1, 1996, repealed and
replaced Section 17558.5, changing only the period of limitations:
“(a) A reimbursement claim for actual costs filed by a local agency or school
district pursuant to this chapter is subject to audit by the Controller no later than
two years after the end of the calendar year in which the reimbursement claim is
filed or last amended. However, if no funds are appropriated for the program for
the fiscal year for which the claim is made, the time for the Controller to initiate -
an audit shall commence to run from the date of initial payment of the claim.”

FY 2001-02 is subject to the two-year statute of limitations established by Chapter

945/95. FY 2001-02 was beyond audit when the audit report was issued. Since funds
18
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were appropriated for the program for all the fiscal years which are the subject of the
audit, the alternative measurement date is not applicable, and the potential factual
issue of when the audit is initiated is not relevant. The FY 2001-02 claim is subject to
this statute, since the claim was filed in December 2002.

Statutes of 2002, Chapter 1128, Section 14.5, operative January 1, 2003
amended Section 17558.5 to state:

“(a) A reimbursement claim for actual costs filed by a local agency or school
district pursuant to this chapter is subject to the initiation of an audit by the
Controller no later than three years after the end-of- the-calendar-year-in-which
the date that the actual reimbursement claim is filed or last amended, whichever
is later. However, if no funds are appropriated or no payment is made to a
claimant for the program for the fiscal year for which the claim is made filed, the
time for the Controller to initiate an audit shall commence to run from the date of
initial payment of the claim.”

The FY 2002-03 claim is subject to this statute, since the cléim was filed in
January 2004. However, the District does not allege a statute of limitations problem for
FY 2002-03. The amendment is pertinent since it indicates this is the first time that the
factual issue of the date the audit is “initiated” for mandate programs fbr which funds
are appropriated is introduced. Thereforé, at the time the claim is filed, it is impossible
for the claimant to know when the statute of limitations will expire, which is contrary to
the purpose of a statute of limitations.

Statutes of 2004, Chapter 890, Section 18, operative January 1, 2005 amended
Section 17558.5 to state:

“(a) A reimbursement claim for actual costs filed by a local agency or school
district pursuant to this chapter is subject to the initiation of an audit by the

19
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Controller no later than three years after the date that the actual reimbursement
claim is filed or last amended, whichever is later. However, if no funds are
appropriated or no payment is made to a claimant for the program for the fiscal
year for which the claim is filed, the time for the Controller to initiate an audit
shall commence to run from-the date of initial payment of the claim. In any case,
an audit shall be completed not later than two years after the date that the audit
is commenced.”

None of the fiscal period claims which are the subject of the audit are subject to
this amended version of Section 17558.5. The amendment is pertinent since it
indicates this is the first time that the Controller audits may be completed at a time

other than the stated period of limitations.

Initiation of An Audit

The audit rep:ort states that the Controller’s staff “initiated the audit” with the
entrance conference on August 18, 2004. Initiation of the audit is not relevant to the
annual claims which are the subject of this incorrect reduction claim. The words
“initiate an audit” are used only in the second sentence of Section 17558.5, that is, ina
situation when no funds are appropriated for the program for the fiscal year for which
fhe claim is made. Then, and only then, is the Controller authorized to “initiate an
audit’ within two years from the date of initial payment. The claim at issue here were
not subject to the “no funds appropriated” provision, they were subject only to the first
sentence of the statute, i.e., they was only “subject to audit’ through December 2004.-
The words of the statute are quite clear and unambiguous: this claim is no longer
subject to audit after December 31, 2004. The unmistakable language of Section

17558.5 is confirmed by the later actions of the Legislature. Chapter 1128, Statutes of
20
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2002, amended subdivision (a) of Government Code Section 17558.5 to change the
“subject to audit’ language of the first sentence to “subject to the initiation of an audit.”
Had the Legislature intended the former Section to mean “subject to the initiation of an
audit,” there would have been no need to amend the statute to now say “subject to the
initiation of an audit.”

The Controller did not corhplete the audit within the statutory period allowed for
the first fiscal year claim included in this audit. The date the audit was “initiated” is not
relevant, only the date the audit was completed as evidenced by the (final) Controller's
audit report. The audit findings are therefore void for the FY 2001-02 claim.

PART VIll. RELIEF REQUESTED

The District filed its annual reimbursement claims witﬁin the time limits
prescribed by the Government Code. The amounts claimed by the District for
reimbursement of the costs of implementih_g the program imposed by‘Chapter 1,
Statutes of 1984, 2nd E.S., Chapter 1118, Statutes of 1987, and Education Code
Section 76355 represent the actual costs incurred by the District to carry out this
program. These costs were properly claimed pursuant to thé Commission’s parameters
and guidelines. Reimbursement of these costs is required under Article XIlIB, Section
6 of the California Constitution. Tﬁe Controller denied reimbursement without any
basis in law or fact. The District has met its burden of going forward on this claim by
complying with the requirements of Section 1185, Title 2, California Code of

Regulations. Because the Controller has enforced and is seeking to enforce these

21
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adjustments without benefit of statute or regulation, the burden of proof is now upon the

Controller to establish a legal basis for its actions.

The District requests that the Commission make findings of fact and law oh each
and every adjustment made by the Controller and each and every procedural and
jurisdictional issue raised in this claim, and order the Controller to correct its audit
report findings therefrom.

/
/
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Jim L. Spano, Chief
Compliance Audits Bureau
May 20, 2004

PART IX. CERTIFICATION
By my signature below, | hereby declare, under penality of perjury under the laws
of the State of Califorhia, that the information in this incorrect reduction claim
submission is true and complete to the best of my own knowledge or information or
belief, and that the attached documents are true and correct copies of documents
received from or sent by the state agency which originated the document.

Execute August 3@' at Long Beach, California, by
QM T,

Irma Ramos, Administrative Dean

Long Beach Community College District
4901 East Carson Street

Long Beach, CA 90808

Voice: 562-938-4095

Fax: 562-938-4364

E-Mail: iramos@ibcce.edu

- APPOINTMENT OF REPRESENTATIVE

L.ong Beach Community College District appoints Keith B. Petersen, SixTen and
Associates, as its representative for this incorrect reduction claim.

QML S o (0~
Irma Ramos, Administrative Dean , Date
Long Beach Community College District

Attachments: :

Exhibit “A” SCO Legal Counsel's Letter of June 15, 2004

Exhibit “B” Parameters and Guidelines as amended May 25, 1989
Exhibit “C” Controller's Claiming Instructions September 1997
Exhibit “D” SCO Audit Report date April 27, 2004

Exhibit “E” Claimant’s Letter dated February 23, 2005

Exhibit “F” Chancellor’s Letter dated March 5, 2001
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California State Controller

July 15, 2004 °

Mike Brandy, Vice Chancellor

Foothill-De Anza Community College District
12345 El Monte Road

Los Altos, CA 94022

Re: F oothill-De Anza Community College District Audit
‘Dear Mr. Brandy:

This is in response to your letter to me dated May 13, 2004 concerning the Controller s
Audit of the Health Fee claim.

The Controller’s informal audit review process was established to resolve factual disputes
where no other forum for resolution, other than a judicial proceeding, is available.

The proper forum for resolving issues involving mandated cost programs is through the
incorrect reduction process through the Commission on State Mandates. As such, thls
ofﬁce will not be scheduling an informal conference for this matter.

However, in light of the concerns expressed in your letter concerning the >auAditors
assigned and the validity of the findings, I am forwarding your letter to Vince Brown,

Chief Operating Officer, for his review and response.

If you have any questions you may contact Mr. Vince Brown et- (916) 445-2038.—

R
Chief Co_ N el

RJC/s,t ‘

cc:  Vincent P. Brown, Chief Operating Officer, State Controller’s Office
Jeff Brownfield, Chief, Division of Audits, State Controller’s Office

200 Canitel Mall Suite 1850 Sacramentn (A 052 MG BN Rov 049850 [arramentn (A 04750
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‘Adopted: 8/27/87
Amended: 5/25/89

/

PARAMETERS "AND GUIDELINES
Chapter 1, Statutes of 1984, 2nd E.S. .
: Chapter 1118, Statutes of 1987

Health Fee Elimination

I. SUMMARY OF MANDATE

Chapter 1, Statutes of 1984, 2nd E.S. repealed Education Code Section
72246 which had authorized community college districts to charge a
health fee for the purpose of providing health supervision and services,
direct and indirect medical and hospitalization services, and operation
of student health centers. This statute also required that health
services for which a community college district charged a fee during the
1983-84 fiscal year had to be maintained at that level in the 1984-85
fiscal year and every year thereafter. The provisions of this statute
would automatically repeal on December 31, 1987, which would -reinstate
‘the community colleges districts' authority to charge a health fee as
specified. ' :

Chapter 1118, Statutes of 1987, amended Education Code section 72246 to
require any community college district that provided health services in
1986-87 to maintain health services at the level provided during the = °
1986-87 fiscal year in 1987-88 and each fiscal year thereafter.

I1. COMMISSION ON STATE MANDATES' DECISION

At its hearing on November 20, 1986, the Commissjon on State Mandates
determined that Chapter 1, Statutes of 1984, 2nd E.S. imposed a "new
program" upon community college districts by requiring any community
college district which provided health services for which it was
authorized to charge a fee pursuant to former Section 72246 in the
1983-84 fiscal year to majntdin health services at the level provided
during the 1983-84 fiscal year in the 1984-85 fiscal year and each
fiscal year thereafter. This maintenance of effort requirement applies
to all community college districts which levied a health services fee in
the 1983-84 fiscal year, regardless of the extent to which the health.
services fees collected offset the actual costs of providing health
services at the 1983-84 fiscal year level.

At its hearing of April 27, 1989, the Commission determined that Chapter.
1118, Statutes of 1987, amended this maintenance of effort requirement
to apply to all community college districts which provided health
services in fiscal year 1986-87 and required them to maintain that level
in fiscal year 1987-88 and each fiscal year thereafter. . :

II1I. ELIGIBLE CLAIMANTS

Community college districts which provided health services in 1986-87
fiscal year and continue to provide the same services as a result of
this mandate are eligible to claim reimbursement of those costs.
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IV. PERIOD OF REIMBURSEMENT

Chapter.1, Statutes of 1984, 2nd E.S., became effective July 1, 1984.
Section 17557 of the Government Code states that a test claim must be
submitted on or before November 30th following a given fiscal year to
establish for that fiscal year. The test claim for this mandate was
filed on November 27, 1985; therefore, costs incurred on or after
July 1, 1984, are reimbursable. Chapter 1118, Statutes of 1987, became
effective January 1, 1988. Title 2, California Code of Regulations,
section 1185.3(a) states that a parameters and guidelines.amendment
filed before the deadline for initial claims as specified in the
Claiming Instructions shall apply to all years eligible for

_reimbursement as defined in the original parameters and guidelines;
therefore, costs incurred on or after January 1, 1988, for Chapter 1118,
Statutes-of 1987, are reimbursable.

Actual costs for one fiscal year should be included in each claim.
Estimated costs for the subsequent year may be included on the same
claim if applicable. Pursuant to Section 17561(d)(3) of the Government
Code, all claims for reimbursement of costs shall be submitted within
120 days of notification by the State Controller of the enactment of the
claims bill. '

If the total costs for a giVen fiscal year do not exceed $200, no

reimbursement shall be allowed,. exgept as otherwise allowed by
Government Code Section 17564.

V. REIMBURSABLE COSTS

A. Scope of Mandate

Eligible community college districts shall be reimbursed for the
costs of providing a health services program. Only services provided
in 1986-87 fiscal year may be claimed. ' . '

B. ReimbursabTe Activitigsﬁ.;

For each eligible claimant, the following cost items are reimbursable
to the extent they were provided by the community college district in
fiscal year 1986-87: .

ACCIDENT -REPORTS

APPOINTMENTS
College Physician - Surgeon
Dermatology, Family Practice, Internal Medicine
Outside Physician
Dental Services
Qutside Labs (X-ray, etc.)
Psychologist, full services
Cancel/Change Appointments
R.N.
Check Appointments
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ASSESSMENT, INTERVENTION & COUNSELING
Birth Control
Lab Reports
Nutrition
Test Results (office)
VD
Other Medical Problems
)]
URI
ENT
Eye/Vision
Derm./Allergy
Gyn/Pregnancy Service
Neuro .
Ortho

Stress Counseling

Crisis Intervention

Child Abuse Reporting and Counseling
Substance Abuse Identification and Counseling
Aids

Eating Disorders

Weight Control

Personal Hygiene

Burnout

EXAMINATIONS (Minor I11nesses)
Recheck Minor Injury

HEALTH TALKS OR FAIRS - INFORMATION
Sexually Transmitted Disease
Drugs
Aids
Child Abuse L
Birth Control/Family Planning
Stop Smoking
Etc. ‘ .

Library - videos and cassettes

FIRST AID (Major Emergencies)
FIRST AID (Minor Emergencies).
FIRST AID KITS (Filled)
IMMUNIZATIONS
Diptheria/Tetanus
‘Measles/Rubella

Influenza
Information
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INSURANCE
On Campus Accident
Voluntary
Insurance Inquiry/Claim Administration

LABORATORY TESTS DONE
Inquiry/Interpretation
Pap Smears '

PHYSICALS
‘Employees .
Students
Athletes

MEDICATIONS (dispensed OTC for misc. illnesses)
' Antacids

Antidiarrhial
Antihistamines

Aspirin, Tylenol, etc.
Skin rash preparations
Misc.

Eye drops

Ear drops

Toothache - 0i1 cloves
Stingkill

Midol - Menstrual Cramps

PARKING CARDS/ELEVATOR KEYS
Tokens
Return card/key
Parking inquiry
Elevator passes
Temporary handicapped parking permits

REFERRALS TO OUTSIDE AGENCIES
Private Medical Doctor ,
-Health Department o
Clinic '
Dental
Counseling Centers
Crisis Centers _
Transitional Living Facilities (Battered/Homeless Women)
Family Planning Facilities
Other Health Agencies

TESTS _
Blood Pressure
Hearing
Tuberculosis

Reading

Information
Vision .
G1ucometer
Urinalysis
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Hemogliobin
E.K.G. ,
Strep A testing
P.G. testing
Monospot
Hemacult

Mi sc.

MISCELLANEOUS
Absence Excuses/PE Waiver
Allergy Injections
Bandaids
Booklets/Pamphlets -
Dressing Change
Rest
Suture Removal
Temperature
Weigh
Misc.
Information
Report/Form
Wart Removal

COMMITTEES
Safety
Environmental
Disaster Planning

SAFETY DATA SHEETS
Central file

X-RAY SERVICES

COMMUNICABLE DISEASE CONTROL
BODY FAT MEASUREMENTS

MINOR SURGERIES

SELF-ESTEEM GROUPS

MENTAL- HEALTH CRISIS

AA GROUP

ADULT CHILDREN OF ALCOHOLICS GROUP

WORKSHOPS
Test Anxiety
Stress Management
Comunication Skills
Weight Loss
Assertiveness Skills
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VI. CLAIM PREPARATION

Each claim for reimbursement pursuant to this mandate must be time1y
filed and set forth a 1ist of each item for which reimbursement 1s
claimed under this mandate. '

A. Description'of Activity

1. Show the total number of full-time students enrolled per
semester/quarter.

2. Show the total number of full-time students enrolled in the summer
program. :

3. Show the total number of part-time students enrolled per
semester/quarter.

4. Show the total number of part-time students enrolled in the summer
program.

B. Actual Costs of Claim Year for Providing 1986-87 Fiscal Year Program
Level of Service :

Claimed costs should be supported by the foliowing information:

1. Employee Salaries and Benefits
Identify the employee(s), show the classification of the
employee(s) involved, describe the mandated functions performed
and specify the actual number of hours devoted to each function,
the productive hourly rate, and the related benefits. The average
number of hours devoted to each function may be claimed if
supported by a documented time study.

2. Services and Supplies
Only expenditures which can be identified as a direct cost of the
mandate can be claimed. List cost of materials which have been
consumed or expended specifically for the purpose of this mandate.

3. Allowable Overhead Cost

Indirect costs may be claimed in the manner described by the State
Controller in his claiming instructions. :

VII. SUPPORTING DATA

For auditing purposes, all costs claimed must be traceable to source
documents and/or worksheets that show evidence of the validity of such
costs. This would include documentation for the fiscal year 1986-87
program to substantiate a maintenance of effort. These documents must
be kept on file by the agency submitting the claim for a period of no
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VIII.

IX.

0350d

-7 -

less than three years from the date of the final payment of the claim
pursuant to this mandate, and made available on the request of the State
Controller or his agent. :

OFFSETTING SAVINGS .AND OTHER REIMBURSEMENTS

Any offsetting savings the claimant experiences as a direct result of
this statute must be deducted from the costs claimed. In addition,
reimbursement for this mandate received from any source, €.9., federal,
state, etc., shall be identified and deducted from this claim. This
shall include the amount of $7.50 per full-time student per semester,
$5.00 per full-time student for summer school, or $5.00 per full-time

‘student per quarter, as authorized by Education Code section 72246(a).

This shall also include payments (fees) received from individuals other
than students who are not covered by Education Code Section 72246 for

health services.

REQUIRED CERTIFICATION

The following certification must accompany the claim:
1 DO HEREBY CERTIFY under penalty of perjury:
THAT the foregbing is true and correct:

THAT SectionA]OQO to 1096, inclusive, of the Government Code and
other applicable provisions of the Taw have been complied with;

and

THAT 1 am the person'authorized by the local agency to file claims
for funds with the State of California.

Signature of Authorized Reépresentative Date

Title ~ Telephone No.
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State Co.ntroller's Office ' School Mandated Cost Manual

HEALTH FEE ELIMINATION

1. Summary of Chapters 1/84, 2nd E.S., and Chapter 1118/87

Chapter 1, Statutes of 1984, 2nd E.S., repealed Education Code § 72246 which authorized
community college districts to charge a fee for the purpose of providing health supervision
and services, direct and indirect medical and hospltahzahon services, and operation of
student health centers. The statute also required community college districts that charged
afee in the 1983/84 fiscal year to maintain that level of health services in the 1984/85
. fiscal year and each fiscal year thereafter. The provisions of this statute would

automatically repeal on December 31, 1987, which would reinstate the community coliege
districts' authority to charge a health fee as specified.

Chapter 1118, Statutes of 1987 amended Education Code § 72246 to requiré any
community college district that provided health services in the 1986/87 fiscal year to
maintain health services at that level in the 1986/87 fiscal year and each fiscal year
thereafter. Chapter 8, Statutes of 1993, has revised the numbering of § 72246 to § 76355.

2. Eligible Clairnants

Any community college district incuning increased costs as a result of this mandate is
eligible to claim reimbursement of these costs,

3. Appropriations .

To determine if curvent funding is available for this program, refer to the schedule
"Appropriations for State Mandated Cost Programs" in the "Annual Claiming Instructions for
State Mandated Costs” issued in mud-September of each year to community college
presidents. :

4, Types of Claims

A.

Reimbursement and Estimated Claims

A claimant may file a reimbursement claim and/or an estimated claim. A
reimbursement claim details the costs actually incurred for a prior fiscal year. An
estimated claim shows the costs fo be incurred for the current fiscal year.

Minimum CIalm

Section 17564(3). Government Code, provides that no claim shall be filed pursuant to
Section 17561 unless such a claim exceeds $200 per program per fiscal year. -

5. Filing Deadline

(1) Refer to item 3 "Appropriations” to determine if the program is funded for the current
fiscal year. If funding is available, an estimated claim must be filed with the State
Controller's Office and postmarked by November 30, of the fiscal year in which costs
are to be incurred. Timely filed estimated claims will be paid before late claims.

After having received payment for an estimated claim, the claimant must file a

- reimbursemerit claim by November 30, of the following fiscal year regardless
whether the payment was more or less than the actual costs. If the local agency
fails to file a reimbursement claim, monies received must be retumed to the
State. If no estimated claim was filed, the local agency may file a reimbursement

Revised 8/97

Chapters 1/84 and 1118/87, Page 1 of 3
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School Mandated Cost Manual State Confroller's Office

claim detailing the actual costs incurred for the fiscal year, provided there was an
appropriation for the program for that fiscal year. (See item 3 above).

(2) A reimbursement claim detailing the actual costs must be filed with the State
Controller's Office and postmarked by November 30 following the fiscal year in which
costs were incurred. If the claim is filed after the deadline but by November 30 of the
succeeding fiscal year, the approved claim must be reduced by a late penalty of 10%,

not-to exceed $1,000. Claims filed more than one year after the deadline will not be
accepted. '

6.  Reimbursable Components

Eligible claimants will be reimbursed for health service costs at the level of service
provided in the 1986/87 fiscal year. The reimbursement will be reduced by the amount of
student health fees authorized per the Education Code § 76355.

After January 1, 1993, pursuant to Chapter 8, Statutes of 1993, the fees students were
required to pay for health supervision and services were not more than:

$10.00 per semester

$500 for summer school

$5.00 for each quarter

Beginning with the summer of 1997, the fees are:
. $11.00 per semester

$B,.00 for summer school or

$8.00 for each quarter

The district may increase fees by the same percentage increase as the Implicit Price
Deflator (IPD) for the state and local government purchase of goods and services.
Whenever the IPD calculates an increase of one dollar ($1) above the existing amount, the
fees may be increased by one dollar ($1).

7. Reimbursement Limitations

A.  Ifthelevel at which health services were provided during the fiscal year of
reimbursement is less than the level of health services that were provided in the
1986/87 fiscal year, no reimbursement is forthcoming.

B.  Any offsetting savings or reimbursement the claimant received from any source (e.g.
federal, state grants, foundations, etc.) as a result of this mandate, shall be identified
and deducted so only net local costs are claimed.

8. Claiming Forms and Instructions

The diagram "lllustration of Claim Forms" provides a graphical presentation of forms
required to be filed with a claim. A claimant may submit a computer generated report in
‘substitution for forms HFE-1.0, HFE-1.1, and form HFE-2 provided the format of the report
and data fields contained within the report are identical to the claim forms included in these
instructions, The claim forms provided with these instructions should be duplicated and
used by the claimant to file estimated and reimbursement claims. The State Controller's
Office will revise the manual and claim forms as necessary. In such instances, new
replacement forms will be mailed to claimants.

Chapters 1/84 and 1118/87, Page 2 of 3 Revised 9/97

206




State Confroller's Office School Mandated Cost Manual

A. Form HFE- 2, Health Services
This form is used to list the health services the community college provided during the
1986/87 fiscal year and the fiscal year of the reimbursement claim.
B. Form HFE-1.1, Claim Summary
This form is used to compute the allowable increased costs an individual college of
the community college district has incurred to comply with the state mandate. The
level of health services reported on this form must be supported by official financial
records of the commiunity college district: A copy of the document must be submitted
_with the claim. The amount shown oni line (13) of this form is camied to form HFE-1.0.
C. Form HFE-1.0, Claim Summary
This farm is used to list the individual colleges that had increased costs due to the
state. mandate and to compute a total claimable cost for the district. The "Total
Amount Claimed", line (04) on this form is carried forward to form FAM-27, line 13, for
the reimbursement claim, or line (07) for the estimated claim.
D. - Form FAM-27, Claim for Payment
This form contains a certification that must be signed by an authorized representative
of the local agency. All applicable information from form HFE-1.0 and HFE 1.1 must
be carried forward to this form for the State Controller's Office to process the claim for
payment. ‘
lliustration of Claim Forms
Form HFE-2 : "
Health Forms HFE-1.1, Claim Summary
Services Complete a separate form HFE-1.1 for each
] coliege for which costs are claimed by the
- community college district.
Form HFE-1.1
Component/
Activity
- Cost Detall
Form HFE-1.0
Cilaim Summary
FAM-27 ‘
Claim ‘
for Payment
'Revised 9/87

Chapters 1/84 and 1118/87, Page 3 of 3
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STEVE WESTLY
T alifornia a%iatg @ontroller

April 27, 2005

Jan Kehoe, Ed.D.
Superintendent-President

Long Beach Community College District
4901 East Carson Street

Long Beach, CA 90808

Dear Dr. Kehoe:

The State Controller’s Office audited the claims filed by Long Beach Community College
District for costs of the legislatively mandated Health Fee Elimination Program (Chapter 1,
Statutes of 1984, 2™ Extraordinary Session, and Chapter 1118, Statutes of 1987) for the period
of July 1, 2001, through June 30, 2003. '

The district claimed $516,978 for the mandated program. Our audit disclosed that $50,349 is
allowable and $466,629 is unallowable. The unallowable costs occurred primarily because the
district overstated its indirect cost rates, understated authorized health service fees, and claimed
unallowable costs. The State paid the district $25,457. The State will pay allowable costs
claimed that exceed the amount paid, totaling $24,892, contingent upon available appropriations.

If you disagree with the audit findings, you may file an Incorrect Reduction Claim (IRC) with

_the Commission on State Mandates (COSM). The IRC must be filed within three years
following the date that we notify you of a claim reduction. You may obtain IRC information at
COSM’s Web site at www.csm.ca.gov (Guidebook link), and obtain IRC forms by telephone at
(916) 323-3562 or by e-mail at csmlnfo@csm ca.gov.

If you have any questions, please contact Jim L. Spano, Chief, Compliance Audits Bureau at
(916) 323-5849.

Sincerely,

Unoociordk £ By

VINCENT P. BROWN
Chief Operating Officer

VPB:JVB/ams
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Jan Kehoe, Ed.D. -2- ' April 27, 2005

cc: Irma Ramos _

Administrative Dean
Human Resources
Long Beach Community College District

Ed Monroe, Program Assistant
Fiscal Accountability Section
Chancellor’s Office
California Community Colleges

Jeannie Oropeza, Program Budget Manager
Education Systems Unit
Department of Finance
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Long Beach Community College District Health Fee Elimination Program

Audit Report -

Summary . The State Controller’s Office (SCO) audited the claims filed by
S Long Beach Community College District for costs of the legislatively
mandated Health Fee Elimination Program (Chapter 1, Statutes of 1984,
2" Extraordinary Session (E.S.), and Chapter 1118, Statutes of 1987) for
the period of July 1, 2001, through June 30, 2003. The last day of

fieldwork was October 14, 2004. :

The district claimed $516,978 for the mandated program. The audit
disclosed that $50,349 is allowable and $466,629 is unallowable. The
unallowable costs occurred primarily because the district overstated its
indirect cost rates, understated authorized health services fees, and
claimed unallowable costs. The State paid the district $25,457. The State
will pay allowable costs claimed that exceed the amount paid, totaling
$24,892, contingent upon available appropriations.

Background Education Code Section 72246 (repealed by Chapter 1, Statutes of 1984, -
2" E_S.) authorizes community college districts to charge a health fee for
providing health supervision and services, direct and indirect medical
and hospitalization services, and operation of student health centers. This
statute also required that health services for which a community college
district charged a fee during fiscal year (FY) 1983-84 had to be
maintained at that level in FY 1984-85 and every year thereafter. The
provisions of this statute would" automatically sunset on December 31,
1987, reinstating the community college districts’ authority to charge a
health fee as specified.

Education Code Section 72246 (amended by Chapter 1118, Statutes of
1987) requires any community college district that provided health
services in FY 1986-87 to maintain health services at the level provided .
during that year in FY 1987-88 and each fiscal year thereafter.

On November 20, 1986, the Commission on State Mandates (COSM)
determined that Chapter 1, Statutes of 1984, 2™ ES., imposed a “new
program” upon community college districts by requiring any community
college district that provided health services for which it was authorized
to charge a fee pursuant to former Education Code Section 72246 in
FY 1983-84 to maintain health services at the level provided during that
year in FY 1984-85 and each fiscal year thereafter. This maintenance-of-
effort requirement applies to all community college districts that levied a
health services fee in FY 1983-84, regardless of the extent to which the
health services fees collected offset the actual costs of providing health
services at the FY 1983-84 level.

On April 27, 1989, COSM determined that Chapter 1118, Statutes of
1987, amended this maintenance-of-effort requirement to apply to all
community college districts that provided health services in FY 1986-87,
requiring them to maintain that level in FY 1987-88 and each fiscal year
thereafter.
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' Long Beach Community College District : Health Fee Elimination Program

Parameters and Guidelines establishes state mandate and defines
reimbursement criteria. COSM adopted Parameters and Guidelines on
August 27, 1987, and amended it on May 25, 1989. In compliance with
Government Code Section 17558, the SCO issues claiming instructions
4 - for mandated programs, to assist school districts in claiming
' reimbursable costs.

Objective, " We conducted the audit to determine whether costs claimed represent
Scope, and increased costs resulting from the Health Fee Elimination Program for
pe, the period of July 1, 2001, through June 30, 2003.

Methodology

Our audit scope included, but.,was not limited to, determining whether
costs claimed were supported by appropriate source documents, not
funded by another source, and not unreasonable and/or excessive.

We conducted the audit according to Government Auditing Standards,
issued by the Comptroller General of the United States, and under the
B authority of Government Code Section 17558.5. We did not audit the
: , district’s financial statements. We limited our audit scope to planning
4 and performing audit procedures necessary to obtain reasonable
- assurance that costs claimed were allowable for reimbursement.
Accordingly, we examined transactions, on a test basis, to determine
whether the costs claimed were supported.

We limited our review of the district’s internal controls to gaining an
understanding of the transaction flow and claim preparation process as
necessary to develop appropriate auditing procedures.

o

Fooashrn i
A

We asked the district’s representative to submit a written representation
letter regarding the district’s accounting procedures, financial records,
and mandated cost claiming procedures, as recommended by
Government Auditing Standards. However, the district declined our
request.

s S

e e

s

Conclusion. ‘Our audit disclosed instances of noncompliance with the requirements
outlined above. These instances are described in the accompanying
Summary of Program Costs (Schedule 1) and in the Findings and
Recommendations section of this report.

ke

AR

For the audit period, Long Beach Community College District claimed
$516,978 for Health Fee Elimination Program costs. Our audit disclosed
that $50,349 is allowable and $466,629 is unallowable.

For FY 2001-02, the State paid the district $25,457. Our audit disclosed
that $50,349 is allowable. The State will pay allowable costs claimed that
1 exceed the amount paid, totaling $24,892, contingent upon available
f appropriations.

ekl

For FY 2002-03, the State made no. payment to the district. The audit
disclosed that none of the costs claimed is allowable. '
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- Long Beach Community C allege District Health Fee Elimination Program

Views of We issued a draft audit i'eport on February4, 2005. Irma Ramos,

Y Administrative Dean, Human Resources, responded by letter dated
R¢Sp?“s'ble , - February 23, 2005 (Attachment), disagreeing with the audit results. The
Official final audit report includes the district’s response.

Based on the district’s response, Finding 1 reported in the draft report for
$9,222 has been removed from this final report. Consequently,

Findings 1 through 4.

Finding 1 stated that pregnancy testing claimed during the audit period
was not offered during the FY 1996-97 base year and, therefore, the costs
were unallowable. The finding was supported by the district’s “Fall 1991
LAC Health Services Semester Report” that stated pregnancy testing was
“now” offered, among other services. Additional evidence was not
available to support that pregnancy testing was not offered in the
FY 1996-97 base year.

Restricted Use ~ This report is solely for the information and use of the LongBeach
» Community College District, the California Community Colleges
Chancellor’s Office, the California Department of Finance, and the SCO;
it is not intended to be and should not be used by anyone other than these
specified parties. This restriction is not intended to limit distribution of

this report, which is a matter of public record.

-/ JEF Y V BROWNFIELD
[~ Chief, Division of Audits

. 21 5 Steve Westly = California State Controller 3.
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| 1 Long Beach Commz;nity College District Health Fee Elimination Program
1 Schedule 1—
Summary of Program Costs
] July 1, 2001, through June 30, 2003
Actual Costs Allow;vab]e Audit
Cost Elements Claimed per Audit  Adjustments Reference'

July 1. 2001. through June 30, 2002

Salaries and benefits $ 318,568 $ 318568 $ —

Services and supplies 98,913 * 90,493 (8,420) Findings 1,4
Subtotal ' ' 417,481 409,061 (8,420)
Indirect costs - . 149,291 75,424 (73,867) Findings 1,2, 4
Total health expenditures 566,772 484,485 (82,287)

Less authorized health fees (321,995)  (432,828)  (110,833) Finding3
Less offsetting savings/reimbursements — (837) (837) Finding4
Less cost of services in excess of ' :

FY 1986-87 services “71) 471) —
Total costs ' $ 244,306 50,349  $ (193,957)
Less amount paid by the State (25,457)

Allowable costs claimed in excess of (less than) amount paid  § 24,892

‘July 1, 2002, through June 30, 2003

Salaries and benefits $ 342,109 § 342,109 $ —

Services and supplies 7 96,417 87,780 -  (8,637) Findingl
Subtotal 438,526 429,889 (8,637)

Indirect costs : 148,836 77,522 (71,314) Findings 1,2
Total health expenditures o 587,362 507,411 (79,951)

Less authorized health fees (313,843) (5631,252) © (217,409) Finding3
‘Less offsetting savings/reimbursements (847 (847) ’ _

Total costs - 272,672 (24,688)  (297,360)

Adjustment to eliminate negative balance — 24,688 24,688

Net allowable costs , $ 272,672 — $ 272,672
Less amount paid by the State - : —

Allowable costs claimed in excess of (less than) amount paid ~ § —
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Long Beach Community College District

Health Fee Elimination Program

'Schedulé 1 (continued)

) Actual Costs Allowable - VAudit

Cost Elements Claimed per Audit  Adjustments _ Reference
Summary: July 1, 2001, through June 30, 2003
Salaries and benefits _ $ 660,677 $ 660,677 $ —
Services and supplies 195,330 178,273 (17,057) Findings 1, 4
Subtotal : 856,007 838,950  (17,057)
Indirect costs 298,127 152,946 (145,181) Findings 1,2, 4
Total health expenditures ‘ 1,154,134 991,896 (162,238) :
Less authorized health fees (635,838)  (964,080)  (328,242) Finding3
Less cost of services in excess of o
. FY 1986-87 services . 471) - (471) —_ :
Less offsetting savings/reimbursements (847) (1,684) (837) Finding 4
Total costs 7 ' 516,978 25,661  (491,317)
Adjustment to eliminate negative balance — 24,688 24,688
Net allowable costs ' © $ 516,978 - - 50,349 § (466,629)
Less amount paid by the State (25,457)

Allowable costs claimed in excess of (less than) amount paid

! See the Findings and Recommendations section.
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Long Beach Community College District C Hedlth Fee Elimination Program

Findings and Recommendations

FINDING 1— The district overclaimed services and supplies costs totaling $17,894
during the audit period. The related unallowable indirect costs totaled

Nowable services
Unallowable s $6,241, based on claimed indirect cost rates.

and supplies costs _ _
The district overclaimed insurance premiums paid for student basic and
catastrophic coverage by $11,869, because it included unallowable

premiums paid for athletic insurance. In addition, the district
inadvertently claimed $6,025 twice for services and supplies.

The following table summarizes.the audit adjustment.

Fiscal Year
2001-02 2002-03 Total

- Student insurance premiums $ (5,857 $ (6,012) § (11,869)
Costs claimed twice (3,400) (2,625) (6,025)
Total direct costs (9,257) (8,637) $ (17,894)
Indirect cost rate claimed x 35.76% x 33.94%
Related indirect costs - (3,310 (2,931) § (6,241)
Total direct costs (from above) (9,257) (8,637) (17,894)
Audit adjustment ' $ (12,567) $ (11,568) $ (24,135)

Parameters and Guidelines states that the cost of insurance is
reimbursable for the following activities: (1) on campus accident,
(2) voluntary, and (3) insurance inquiry/claim administration. '

Education Code Section 76355(d) (formerly Section 72246(2)) states that
athletic insurance is not an authorized expenditure for health services.

Parameters and Guidelines also states that all costs claimed must be
traceable to source documentation that shows evidence of the validity of
such costs.

Recommendation

We recommend the district ensure that it claims only costs for health
services that are reimbursable under the mandate program. In addition,
the district should ensure that all costs claimed are supperted by source
documentation. :

District’s Response

The District is still investigating the athletic insurance costs to
determine if the amounts reported in the claim related to basic
insurance costs for students who also were covered by athletic
insurance. However, the final audit report need not be delayed for this
work. :

SCO’s Commént

The finding and recommendation remain unchanged. The district did not
provide any additional information supporting the allowability of
insurance costs claimed. -
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Long Beach Community College District

Health Fee Elimination Program

FINDING 2—
Overstated indirect
cost rates claimed

The district overstated its indirect cost rates, thus overstating its indirect
costs by $139,093 for the audit period.

The district claimed indirect costs based on indirect cost rate proposals
(ICRPs) prepared for each fiscal year by an outside consultant. However,
the district did not obtain federal approval for its ICRPs. We calculated
indirect cost rates using the methodology allowed by the SCO claiming
instructions. The calculated indirect costs rates did not support the
indirect cost rates claimed. The audited and claimed indirect cost rates
are summarized as follows.

' Fiscal Year

2001-02 200203
Allowable indirect cost rate . 18.23% 17.96%
Less claimed indirect cost rate (35.76)% (33.9)%
Unsupported indirect cost rate (17.53)% (15.98)%

Based on these unsupported indirect cost rates, we made the following
audit adjustments.

Fiscal Year
2001-02 2002-03 Total
Allowable costs originally claimed $ 403,367 § 427,927
Unsupported indirect cost rate x(17.53)% x(15.98)%
Audit adjustment ' $ (70,7100 $ (68,383) §$ (139,093)

' Parameters and Guidelines states that indirect costs may be claimed in

the -manner descnbed in the SCO claiming -instructions. Those

" instructions require that districts obtain federal approval of ICRPs

prepared according .to Office of Management and Budget (OMB)
Circular A-21. As an alternative, districts may use form FAM-29C to
compute indirect cost rates. Form FAM-29C uses total expenditures
reported in the California Community College Annual Financial and
Budget Report, Expenditures by Activity (CCFS—3I 1).

Recommendation

We recommend that the district claim indirect costs based on indirect
cost rates computed in accordance with the SCO claiming instructions.
The district should obtain federal approval for ICRPs prepared in
accordance with OMB Circular A-21. As an alternative, the district
should use Form FAM-29C to prepare ICRPs based on the methodology
allowed in the SCO claiming instructions.

District’s Response

The State Controller asserts that the indirect cost method used by the
District was inappropriate since it was not a cost study specifically
approved by the federal government, which is one of the several
choices allowed by the parameters and guidelines. The parameters and
guidelines do not require that indirect costs be claimed in the manner
described by the State Controller.

The State Controller’s claiming instructions were never adopted as

rules or regulations, and therefore have no force of law. The burden is
on-the State Controller to show, either factually or as a matter of law,
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: Long Beach Community College District

Health Fee Elimination Program

FINDING 3—
Understated
authorized health fee
revenues claimed

* that the indirect cost rate method used by the District is excessive or

" unreasonable, which is the only mandated cost audit standard in statute
(Government Code Section 17651(d) (2). If the State Controller wishes
to enforce audit standards for mandated cost reimbursement, the State
Controller should comply with the Administrative Procedures Act,

SCQO’s Comment

The finding and recommendation remain unchanged.

Parameters and Guidelines states that indirect costs may be claimed in
the manner described in the SCO’s claiming instructions. Therefore; the
specific directions for the indirect cost rate calculation in the claiming
instructions are-an extension of Parameters and Guidelines. The SCO’s
claiming instructions state that community colleges have the option of
using a federally approved rate prepared in accordance with OMB
Circular A-21 or the SCO’s alternate methodology using Form
FAM-29C. In this case, the district chose to use indirect cost rates not
approved by a federal agency, which is not an optlon provided by the
SCO’s clalmmg instructions.

For the audit period, the district understated authorized health service
fees by $217,409. The district reported actual revenue received rather
than health fees the district was authorized to collect.

The district was unable to retrieve student attendance data from its
computer system that was used to calculate the net health fee revenues
reported in its reimbursement claims for the audit period. At the district’s
recommendation, we recalculated authorized health fee revenues using
the Student Headcount by Enrollment Status for Long Beach Community
College District report available from the California Community
Colleges Chancellor’s Office Web site, as well as district-prepared
reports indicating the number of students who received fee waivers.

Using the student enrollment and exemption data, we calculated the
health fees the district was authorized to collect, as shown in the

~ following table.

Fail Spring Summer Total

Fiscal Year 2001-02

Student enrollment
Less allowable health fee
exemptions (11,295) (11,206) (4,819)

Subtotal ) 11,862 16,704 10,004
Authorized student healthfee x  $(12) x  $(12) x  $ (9)

Authorized health service fees  $(142,344) $(200,448) $ (90,036) $(432,828)

$ 23,157 $ 27,910 $ 14,823

- Fiscal Year 2002-03

Student enrollment $ 29273 § 28,939 $ 16,941
Less allowable health fee

exemptions - (11,499) »(1 1,991) (4,209)

Subtotal 17,774 16,948 12,732
Authorized student healthfee x  $(12) x  $(12) x $(9)

- Authorized health service fees  $(213,288) $(203,376) $(114,588) $(531,252)
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. Long Beach Community College District . Health Fee Elimination Program

The following table summarizes the resulting audit adjustment.

Fiscal Year . :
2001-02 2002-03 Total
Health fee claimed $.321,995 § 313,843 - $ 635,838
Less authorized health service fees (432,828) (531,252) (964,080)
Audit adjustment $ (110,833) § (217,409) $ (328,242)

Parameters and Guidelines requires that the district deduct authorized
health fees from claimed costs. Education Code Section 76355(c)
authorizes health fees for all students except those students who:
(1) depend exclusively on prayer for healing; (2) attend a community
college under an approved apprenticeship training program; or
(3) demonstrate financial need. (Education Code Section 76355(a)
increased authorized health fees by $1 effective with the Summer 2001
session.) .

Also, Government Code Section 17514 states that “costs mandated by
the State” means any increased costs that a school district is required to
incur. To the extent that community college districts can..charge a.fee,’
they are not required to incur a cost. In- addition, Government Code
Section 17556 states that COSM shall not find costs mandated by the
State if the school district has the authority to levy fees to pay for the
mandated program or increased level of service.

Recommendation

We recommend that the district deduct authorized health service fees
from allowable health service program costs on the mandate claim. The
district should maintain records to support its calculation of authorized
health service fees. This includes records that identify actual student
enroliment and students exempt from health fees pursuant to Education
Code Section 76355(c).

District’s Response

The District reported the actual student health services received, rather
than utilize an estimate generated by the artificial calculation suggested
. by the parameters and guidelines. The State Controller alleges that
1 claimants must compute the total student health fees collectible based
on the highest “authorized” rate. The State Controller does not provide
the factual basis for the calculation of the “authorized” rate, nor provide
any reference to the “authorizing” source, nor the legal right of any
state entity to “authorize” student health services rates absent
rulemaking or compliance with the Administrative Procedures Act by
the “authorizing” state agency.

Education Code Section 76355, subdivision (a), states that “The
governing board of a district maintaining a community college may
require community college students to pay a fee . . . for health
supervision and services . . .” There is no requirement that community
colleges levy these fees. The permissive nature of the provision is
further illustrated in subdivision (b) which states “If; pursuant to this
section, a fee is required, the governing board of the district shall
decide the amount of the fee, if any, that a part-time student is required

221 Steve Westly « California State Controller 9




'Lang Beach Community College District

Health Fee Elimination Program

" to pay. The governing board may_decide whether the fee shall be
. mandatory or optional.” (Emphasis supplied in both instances)

The State Controller asserts that the parameters and guidelines require
that health fees authorized by the Education Code must be deducted
from the costs claimed. This is a misstatement of the Parameters and
Guidelines. The Parameters and Guidelines, as last amended on
May 25, 1989, state that “Any offsetting savings . . . must be deducted
from the costs claimed . . . This shall include the amount of (student
fees) as authorized by Education Code Section 72246(a)".” Therefore,
while student fees actually collected are properly used to offset costs,
student fees that could have been collected, but were not, are not an
offset.

The State Controller also misconstrues the legal meaning of
Government Code Section 17556, which prohibits the Commission on
State Mandates from approving test claims when the local government
agency has authority to charge a fee sufficient to fund the cost of the
mandate. This Commission determined that the mandate was a new
program or increased level of service. Even the source of the mandate,
Education Code Section 76355, at subdivision (e), allows for the
possibility that the “cost to maintain that level of service” will exceed
the statutory limit for the student health fees.

SCO’s Comment

The finding and recommendation remain unchanged.

As mentioned above, the district was unable to retrieve student
attendance data from its computer system that was used to calculate the
net health fee revenues reported in its reimbursement claims for the audit
period. ‘At the district’s recommendation, we recalculated authorized
health fee revenues using the Student Headcount by Enrollment Status
for Long Beach Community College District report available from the
California Community Colleges Chancellor’s Office Web site, as well as
dlstrlct-prepared reports indicating the number of students who received
fee waivers. :

We agree that community college districts may choose not to levy a
health services fee. This is true even if Education Code Section 76355
provides the districts with the authority to levy such fees. However, the

_effect of not imposing the health services fee is that the related health
- “services:costs:donot:meet thie Tequirement ‘for mandated costs as defined

nment. Code. Section. 17514, Health. services costs recoverable
] .an. authorized: fee aré not costs that the district is required to
incur. Government Code Section 17556 states. that COSM shall not: find
costs 'mandated._by the State-as. defi ned in- Government Code: Section
17514 if the district has authority to levy fees to pay for the mandated
program or increased level of service.
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Long Beach C'ommunity College District " Health Fee Elimination Program

FINDING 4—
Understated
expenditures and
offsetting
reimbursements

The district underclaimed services and supplies by $837 in FY 2001-02. .
The related indirect costs totaled $153, based on the allowable indirect
cost rate claimed for that fiscal year. The district also underclaimed
offsetting revenues received in reimbursement of the $837 expenditure
noted above.

The health center expended $837 to provide TB (tuberculosis) tests for
the health center staff, and this amount was reimbursed by the district.
The reimbursement was improperly recorded as an offset to expenditures
(cost applied) rather than recorded as revenue for services rendered.

The following table summarizes the resulting audit adjustment.

Fiscal Year

_2001-02
Underclaimed services and supplies $ 837
‘Allowable indirect cost rate : x 18.23%
Related indirect costs ' 153
Total underclaimed services and supplies (from above) 837
Audit adjustment, total health expenditures $ 990
Audit adjustmernit, offsetting reimbursements '$ (83D

Parameters and Guidelines states that eligible community college
districts shall be reimbursed for the costs of providing a health services
program. Parameters and Guidelines also requires the districts to list the

- cost of materials that have been consumed or expended specifically for

the purpose of this mandate. .

Parameters and Guidelines states that reimbursement for this mandate
received from any source (e.g., federal, state, etc.) shall be identified and
deducted from this claim. S

Recommendation

We recommend the district include the expenditure of $837 for providing
TB tests for the health center staff in the direct costs of providing a
health services program during FY 2001-02. In addition, the $837
reimbursement received from the district should be shown as offsetting
revenue.

District’s Response

The State Controller correctly notes that the District reimbursed the
student health services department for TB tests, and that these amounts
were offset to expense accounts, The State Controller incorrectly
concludes that this is improper. Point in fact, it complies with-generally
accepted accounting principles and the financial reporting requirements
of the California Community College Chancellor’s Office. The District
is complying with financial reporting requirements. However, for
purposes of mandate cost accounting, which differs from financial
accounting in many aspects, the State Controller properly reverses the
" offset.

&

SCQO’s Comment

The finding and recommendation remain unchanged. The district agrees
with the net audit adjustment.
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.Long Beach Community College District ] Health Fee Elimination Program

OTHER ISSUE— . The district’s response included comments regarding our authority to
Statute of limitations audit costs claimed for FY 2001-02. The district’s response and the
"~ SCO’s comment follow.

District’s Response

The District’s Fiscal Year 2001-02 claim was mailed to the State
Controller on December 6, 2002. The draft audit report is dated
February 4, 2005. According to Government Code Section 17558.5,
this claim was subject to audit no later than December 31, 2004. The
audit was not completed by this date. Therefore, the proposed audit
adjustments for Fiscal Year 2001-02 are barred by the statute of
limitations set forth in Government Code Section 17558.5.

SCO’s Comment

-Government Code Section 17558.5(a), in effect during the audit period,
states that a district’s reimbursement claim is subject to an audit no later
than two years after the end of the calendar year in which the claim is
filed or last amended. The claim was filed in December 2002. The audit
was initiated on August 18, 2004, which is prior to the statutory deadline
of December 2004.
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- Attachment—
‘District’s Response to
Draft Audit Report
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Board of Trustees

Dir. Thomas J. Clark

Jefirey A. Kellogy

Dianne Theil McNinch

Douglas W. Oreo
Roberro Uranga -~

Superi; jﬂtmltuil-l Uresident
E. Jan Kehoe, Ph.D.

Long Beach City College * Long Beach Community College Districe

4901 East.Carson Street Long Beach, California908038

CERTIFIED MAIL # 7000 0520 0020 5926 1881

* February 23, 2005

Mr. Jim L. Spano, Chief
Compliance Audits Bureau
California State Controller
Division of Audits

P.O. Box 942850
Sacramento, CA 94250-5874

Re: Chapter 1, Statutes of 1984
Health Fee Elimination
‘State Controller’s Audit
Fiscal Years: 2001-02 and 2002-03

Dear Mr. Spano:

This letter is the response of the Long Beach Community College District to the letter to
President Kehoe from Vincent P. Brown, Chief Operating Officer, State Controller's
Office, dated February 4, 2005, and received by the District on February 14, 2005,
which enclosed a draft copy of the State Controller's Office.audit report of the District’s
Health Fee Elimination claims for the period of July 1, 2001 through June 30, 2003.

- Statute of Limitations

The District's Fiscal Year 2001-02 claim was mailed to the State Controller on
December 6, 2002. The draft audit report is dated February 4, 2005. According to
Government Code Section 17558.5, this claim was subject to audit no later than
December 31, 2004. The audit was not completed by this date. Therefore, the
proposed audit adjustments for Fiscal Year 2001-02 are barred by the statute o
limitations set forth in Government Code Section 17558.5. :

Liberal Arts Campus * 4901 East Carson Screct * Long Beach, California 90808 * Tel: (562) 938-4111 * Fax: (562) 938-4118

1305 East Pacific Coast Highway * Long Beach, California 90806  Tel: {562) 938-4111 * Fax: (562) 938-3912

Pacific Coast Campus *

226




~ Jim Spano, Chief | 2 __ February 23, 2005
Finding 1 - Ineligible Health Services-Pregnancy Tests |

The State Controller's draft audit report states that pregnancy tests were not available
at the college health center in FY 1986-87. The District’s Form HFE 2.1 accurately -
reflects that pregnancy services were available in FY1986-87.

The parameters and guidelines state at Part lll Eligible Claimants:

“Community college districts which provided-health services in 1986-87 fiscal
year and continue to provide the same services as a result of the mandate are
eligible to claim reimbursement of those costs.”

Education Code section 76355, subdivision (e), states:

“Any Community college district that provided health services in the 1986-87
fiscal year shall maintain health services, at the level provided during the 1986-
87 fiscal year, and each fiscal year thereafter.”

Pregnancy tests are just a part of the whole scope of services which may comprise
pregnancy services. The State Controller, as the audit agency proposing the »
adjustment, has the burden of proving the factual and legal basis for its adjustments.
The State Controller provides no legal basis to conclude that the absence or inclusion

~ of one type of laboratory test constitutes a different level of service from year to year.

It would therefore appear that this finding is based upon the wrong standard for review.

Finding 2 - Unallowable Services énd Supplies Costs

The District is still investigating the athletic insurance costs to determine if the amounts
_reported in the claim related to basic insurance costs for students who also were
covered by athletic insurance. However, the final audit report need not be delayed for

this work.
Finding 3 - Overstated Indirect Costs Claimed

The State Controller asserts that the indirect cost method used by the District was
inappropriate since it was not a cost study specifically approved by the federal
government, which is one of the several choices allowed by the parameters and
guidelines. The parameters and guidelines do not require that indirect costs be claimed
in the manner described by the State Controller.

The State Controller's claiming instructions were never adopted as rules or regulations,
and therefore have no force of law. The burden is on the State Controller to show,
either factually or as a matter of law, that the indirect cost rate method used by the
District is excessive or unreasonable, which is the only mandated cost audit standard in
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statute (Goverhment Code Section 17651(d) (2). If the State Controller wishes to |
. enforce audit standards for mandated cost reimbursement, the State Controller should

comply with the Administrative Procedures Act.

Finding 4 - Understated Authorized Health Fee Revenues Claimed

The District reported the actual student health services received, rather than utilize an
estimate generated by the artificial calculation suggested by the parameters and ,
guidelines. The State Controller alleges that claimants must compute the total student
_health fees coliectible based on the highest “authorized” rate.  The State Controller
does not provide the factual basis for the calculation of the “authorized” rate, nor
provide any reference to the “authorizing” source, nor the legal right of any state entity
to “authorize” student health services rates absent rulemaking or compliance with the
Administrative Procedures Act by the “authorizing” state agency.

‘Education Code Section 76355, subdivision (a), states that “The governing board of a
district maintaining a community college may require community college students to pay
a fee . . . for health supervision and services . .. ” There is no requirement that
community colleges levy these fees. The permissive nature of the provision is further
illustrated in subdivision (b) which states “If, pursuant to this section, a fee is required,
the governing board of the district shall decide the amount of the fee, if any, that a :
part-time student is required to pay. The govemning board may decide whether the fee
shall be mandatory or optional.” (Emphasis supplied in both instances)

The State Controller asserts that the parameters and guidelines require that health fees
authorized by the Education Code must be deducted from the costs claimed. Thisis a
misstatement of the Parameters and Guidelines. The Parameters and Guidelines, as
last amended on May 25, 1989, state that “Any offsetting savings . . . must be deducted
“from the costs claimed . . . This shall include the amount of (student fees) as authorized
by Education Code Section 72246(a)".” Therefore, while student fees actually collected
are properly used to offset costs, student fees that could have been collected, but were
not, are not an offset.

The State Controller also misconstrues the legal meaning of Government Code Section

" 17556, which prohibits the Commission on State Mandates from approving test claims
when the local goverment agency has authority to charge a fee sufficient to fund the
cost of the mandate. The Commission determined that the mandate was a new
‘program or increased level of service. Even the source of the mandate, Education
Code Section 76355, at subdivision (e), allows for the possibility that the “cost to

' Former Education Code Section 72246 was repealed by Chapter 8, Statutes of
1993, Section 29, and was replaced by Education Code Section 76355.
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maintain that level of service” will exceed the statutory limit fo_r'the student health fees.

As a final defect, the State Controller does not demonstrate how 'reporting actual
revenues received fails to comply with the law, and indeed, why it is not more accurate
for cost accounting purposes that an estimate determined by the fee calculation.

Finding 5 - Understated Expenditurés and Offsetting Reimbursements

The State Controller correctly notes that the District reimbursed the student health
services department for TB tests, and that these amounts were offset to expense
accounts. The State Controller incorrectly concludes that this is improper. Point in fact,
it complies with. generally accepted accounting principles and the financial reporting
requirements of the California Community College Chancellor's Office. The District is
“complying with financial reporting requirements. However, for purposes of mandate
cost accounting, which differs from financial accounting in many aspects, the State
Controller properly reverses the offset. ' , : :

o o | o)

‘The District requests that the audit report be chéngedto comply with the appropriate
application of the Goverment Code concerning audits of mandate claims.

Sincerely,

ey
@WQQW@/

irma Ramos, Administrative Dean
Long Beach Community College District
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CERTIFIED MAIL # 7000 0520 0020 5926 1881

February 23, 2005

Mr. Jim L. Spano, Chief
Compliance Audits Bureau
California State Controller
Division of Audits

P.O. Box 942850
Sacramento, CA 94250-5874

Re: Chapter 1, Statutes of 1984
Health Fee Elimination
State Controller's Audit
Fiscal Years: 2001-02 and 2002-03

Dear Mr. Spano:

This letter is the response of the Long Beach Community College District to the letter to
President Kehoe from Vincent P. Brown, Chief Operating Officer, State Controller's
Office, dated February 4, 2005, and received by the District on February 14, 2005,
which enclosed a draft copy of the State Controller's Office audit report of the District's
Health Fee Elimination claims for the period of July 1, 2001 through June 30, 2003.

Statute of Limitations

The District's Fiscal Year 2001-02 claim was mailed to the State Controller on
December 6, 2002. The draft audit report is dated February 4, 2005. According to -
Government Code Section 17558.5, this claim was subject to audit no later than
December 31, 2004. The audit was not completed by this date. Therefore, the

“proposed audit adjustments for Fiscal Year 2001-02 are barred by the statute of
flimitations set forth in Government Code Section 17558.5.

Libarsl Arre Campus © 4901 East Carean Sereer » Lnag Beach. California 90808 » Tel: (562) 938.411) « Fax: [562) 73B-4118
Pacific Caxst Campus * 1305 Faze Pazific Coast Fighway = Long fleach. California 9NRAE = Teb: {362) 93B-4T11 « Fax: (562) 93R-3912
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Finding 1 - Ineligible Health Services-Pregnancy Tests

© The State Controller's draft audit report states that pregnancy tests were not available
at the college health center in FY 1986-87. The District's Form HFE 2.1 accurately
reflects that pregnancy services were available in FY1986-87.

The parameters and guidelines state at Part lli Eligible Claimants:

“Community collegé districts which provided health services in 1986-87 fiscal
year and continue to provide the same services as a result of the mandate are
eligible to claim reimbursement of those costs.”

Education Code section 76355, subdivision (e), states:

“Any community. college district that provided health services in the 1986-87
fiscal year shall maintain health services, at the level provided during the 1986-
87 fiscal ysar, and each fiscal year thereafter.”

Pregnancy tests are just a part of the whole scope of services which may comprise
pregnancy services. The State Controller; as the audit agency proposing the
adjustment, has the burden of proving the factual and legal basis for its adjustments.
The State Controller provides no legal basis to conclude that the absencs or inclusion

- of one type of laboratory test constitutes a different level of service from year to year.
it would therefore appear that this finding is based upon the wrong standard for review.

Finding 2 - Unallowable Services and Supplies Costs

The District is still investigating the athletic insurance costs to determine if the amounts
reported in the claim related to basic insurance costs for students who also were
covered by athietic insurance. However, the final audit report need not be delayed for
this work. , ' ' : ' ‘

Finding 3 - Overstated Indirect Costs Claimed

The State Controller asserts that the indirect cost method used by the District was
inappropriate since it was not a cost study specifically approved by the federal
government, which is one of the several choices allowed by the parameters and
guidelines. The parameters and guidelines do ndt require that indirect costs be claimed
in the manner described by the State Controller.

The State Controller's claiming instructions were never adopted as rules or regulations,
and therefore have no force of law. The burden is on the State Controller to show,
either factually or as a matter of law, that the indirect cost rate method used by the
District is excessive or unreasonable, which is the only mandated cost audit standard in
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statute (Government Code Section 17651(d) (2). If the State Controller wishes to
enforce audit standards for mandated cost reimbursement, the State Controller should
comply with the Administrative Procedures Act.

Finding 4 - Understated Authorized Health Fee Revenues Claimed

The District reported the actual student health services received, rather than utilize an
estimate generated by the artificial calculation suggested by the parameters and
guidelines. The State Controlier alleges that claimants must compute the total student
health fees collectible based on the highest “authorized” rate.  The State Controller
~ does hot provide the factual basis for the calculation of the "authorized” rate, nor
provide any. réference to the “authorizing” source, nor the fegal right of any state entity
to “authorize” student health services rates absent rulemaking or compliance with the
‘Administrative Procedures Act by the “authorizing” state agency.

Education Code Section 76355, subdivision (a), states that “The governing board of a

fffffffffffffffff distrieLmaintainingax:o‘mmunity.celIegefma.\_zfreguiremmmmityxollegestudentsiopay_. S
a fee . . . forhealth supervision and services . . . * There is no requirement that
community colleges levy these fees. The permissive nature of the provision is further
illustrated in subdivision (b) which states "If, pursuant to this section, a fee is required,
the governing board of the district shall decide the amount of the fee; if any, that a
part-time student is required to pay. The governing board may decide whether the fee
shall be mandatory or optional.* (Emphasis supplied in both instances)

The State Controller asserts that the parameters and guidelines require that health fees
authorized by the Education Code must be deducted from the costs claimed. Thisls a
misstatement of the Parameters and Guidelines. The Parameters and Guidelines, as
last amended on May 25, 1989, state that “Any offsetting savings . . . must be deducted
from the costs claimed . . . This shall include the amount of (student fees) as authorized
by Education Code Section 72246(a)’." Therefore, while student fees actually collected
are properly used to offset costs, student fees that could have been collected, but were
not, are naot an offset.

The State Controller also misconstrues the legal meaning of Government Code Section
17556, which prohibits the Commission on State Mandates from approving test claims
when the local goverment agency has authority to charge a fee sufficient to fund the
cost of the mandate. The Commission determined that the mandate was a new
program or increased level of service. Even the source of the mandate, Education
Code Section 78355, at subdivision (e), allows for the possibility that the “cost to

' Former Educétion Code Section 72246 was repealed by Chapter 8, Statutes of
1993, Section 29, and was replaced by Education Code Section 76355.
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mairitain that level of service” will exceed the statutory limit for the student health fees.

As a final defect, the State Controller does not demonstrate how reporting actual
revenues received fails to comply with the law, and indeed, why it'is not more accurate
for cost accounting purposes that an estimate determined by the fee calculation.

Finding 5 - Understated Expenditures and Oﬁséttin’g Reimbursements

The State Controlier correctly notes that the District reimbursed the student health
services departmeni for TB tests, and that these amounts were offset to expense
accounts. The State Controller incorrectly concludes that this is improper. Paint in fact,
it complies with-generally accepted accouriting principles and the financial reporting
requiremerits of the California Community College Chancellor's Office. The Districtis
complying with financial reporting requiremerits. However, for purposes of mandate
cast accounting, which differs from financial accounting in many aspects, the State
Controller properly reverses the offset. ' :

0 0 : 0

The District requests that the audit report be chénged to comply with the appropriate
- application of the Goverment Code concerning audits of mandate claims.

Sincerely,

lrma Ramos, Administrative Dean ,
Long Beach Community College District
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STATZ OF CALIFORNIA

‘CALIFORNIA COMMUNITY COLLEGES

CHAMNCELIL.ADIA AEoIioe .

e e VY WP NS T IS

1102 Q STREET
UMENTO, CA 85814-6511
|- J)a45-8752
HTTPJ/WWW.CCCCO.EDU
March 5, 2001 i
To;. ~ ‘Superintendents/Presidents . >
i - -.Chief Business -Officers -
Chief Student Services Officers
. Health Services Program Directors
* Financial Aid Officers - _
- Admissions and Records Officers -
- Extended Opportunity Program Directors
- From: Thomas J. Nussbaum
- Chancellor
Subject:.  ‘Student Health Fee increase

Education Code Section 78355, provides the governing buard of-a community college
. distriet'the option-of increasing the student health services fes by the same percentage
as-the increase in the Implicit Price Deflator for State and Local Government-Purchase
-of Goods and Services. Whenever that calculation produces an increase of one dollar
. above the existing fee, the fee may be increased by $1,00. '

Based on calculations by the Financial, Economic, and Demographic Unitin the

Department of Finance, the Implicit Price: Deflator Index has-now increased encugh
-since the last fee increase of March 1997 to support a one-doliar increase in.the student’
-health fees. Effective with the Summer.Session of 2001, districts.may begin ¢harging.a

maximum fee of $12.00 per semester, $9.00 for summer session; $9.00 for each

intersessi_c'm.of at least four weeks, or $9.00 for each quarter.

‘For part-time students, the governing board shall decide tha amount of the fee, if any,
that the student is required.to pay. The goveming board may decide whether the fee
shall be:-mandatory or-optional. ' o .

" The governing board operating a health services program must have rules thét'eicem'pt
the following students from any healtti services fee: N

« Students who depend exclusively upon-prayer for healiﬁg'in accordance with-the
' teachings-of a bona fide religious sect, denomination, or organization. '
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=, - R S Py T . - -
Supennenaents/Frasie e 2 - - March 3, 2207

- o~ Students who are attending a Community college. under an approved appranticeship -
training-program., ' : _ : :

* - Students who recaive Board of Govemors' Enralimant Fee Waivers, including .
students who demonstrate-financial need iri accordance with the ‘methodology set
forth in federal law. or regulation for determining the expected tamily contribution of

 studerits seeking financial aid and students who demonstrate eligibility according to
income standards established by the board of governors and coritained in. Section
58620 of Title 5 of the California Cede of Regulations. '

All fees collected pursuant to this section shall be deposited in the Student Health Fee
~ Accountin the Restricted General Fund of the distfict, These fees shall be expended
only to. provide health services as specified in regulations adopted by the board of
governors. Allowable expenditures include health supervision-and services, including
* direct orindiract medical and hospitalization services, or the operation of a student -
health center or centers, or both. “Allowable expenditures exciudse. dthiletic-related
-salaries, services, insurance, insurance deductibles, or-any other expense that is not
- available to all students. N6 stiident'shall be deriied a service supported by studernt
health fee on account of participation-in. athletic-pragrams. '

If you'have any questions about this memo or-about student hedlth services, please
contact Mary Gill; Dean, Enroliment Management Unit at 918.323.5851. If you have
‘any questions about the fee incraase or the underlying calculations, please contact

. Patrick Ryan in Fiscal Services Unit at 16.327.6223. :

CC: Patrick J. Lenz
’ . Rdlph Black -
Judith R. James
Frederick E. Harris = -

: l:\Fisc/FichnitloTStudentHeaith Fee3/0'1 IStuHealthFees.doc
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State of California

School Mandated Co:

CLAIM FOR PAYMENT
Pursuant to Government Code Section 17561
HEALTH FEE ELIMINATION

.01) Claimant ldentification Number:

For State Controller Use only
(19) Program Number 00029
(20) Date File ___/

@1)LRS Input __ /| |

Reimbursement Clai ata

5-19250
(02) Mailing Address: (22) HFE - 1.0, (04)(b) $ 244,306
Claimant Name (23)
Long Beach Community Coliege District
County of Location (24)
Los Angeles ,
Street Address (25)
4901 East Carson Street
City State Zip Code (26)
Long Beach CA 90808
-_'T‘ype of Claim Estimated Claim Reimbursement Claim (27)
(03) Estimated (09) Reimbursement (28)
(04) Combined [ ] | (10) Combined [1 @9
(05) Amended [ ] [ (11) Amended [] [30)
Fiscal Year of (06) (12) (31)
Cost 2002-2003 2001-2002
Total Claimed (07) (13) (32)
Amount $ 265,000 | $ 244,306
Less: 10% Late Penalty, but not to exceed (14) (33)
$1000 $ -
Less: Estimate Claim Payment Received (15) (34)
$ 25,457
Net Claimed Amount (16) (35)
$ 218,849
Due from State (08) (17) -1(36)
$ 265,000 | $ 218,849
Due to State (18) (37)
$ -

(38) CERTIFICATION OF CLAIM

of 1987.

Victor R. Collins

Type or Print Name

In accordance with the provisions of Government Code § 17561, | certify that | am the officer authorized by the local agency to file claims with the State of
California for costs mandated by Chapter 1, Statutes of 1984, and Chapter 1118, Statutes of 1987, and certify under penalty of perjury that | have not violated
any of the provisions of Government Code Sections 1090 to 1096, inclusive.

| further certify that there was no application other than from the claimant, nor any grant or payment received, for reimbursement of costs claimed herein; and
such costs are for a new program or increased level of services of an eXIstlng program mandated by Chapter 1, Statutes of 1984, and Chapter 1118, Statutes

The amounts for Estimated Claim and/or Reimbursement Claim are hereby claimed from the State for payment of estimated and/or actual costs for the
mandated program of Chapter 1, Statutes of 1984, and Chapter 1118, Statutes of 1987, set forth on the attached statements.

Pate NOV 13 2002
\ichr Golling

- Executive Vice-President, Human Resourses

Title

39) Name of Contact Person or Claim

SixTen and Assdciates

Telephone Number (858) 514-8605

E-Mail Address  kbpsixten@aol.com

Form FAM-27 (Revised 9/01)
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School Mandated Cost Manual

MANDATED COSTS
HEALTH FEE ELIMINATION
CLAIM SUMMARY

FORM
HFE-1.0

g’o ) Claimanit: (02) Type of Claim:

Long Beach Community College District Estimated

Claimant Name Reimbursement

Fiscal Year

2001-2002

(03) List all the colleges of the community college district identified in form HFE-1.1, line (03)

(@)

Name of College

(b)
Claimed
Amount

1. Long Beach City College

$ 244,305.53

N

&

« A & |
1

N (@ (o s e

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

1.

(04) Total Amount Claimed - [Line (3.1b) + line (3.2b) + line (3.3b) + ...line (3.21b)]

O |lewn|p | v |s |l |l |lw|lwmw|lew|ler|lanl vl ole
)

244,306

Revised 9/97
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State Controller’s Office School Mandated Cost Manual

MANDATED COSTS
HEALTH FEE ELIMINATION FORM
HFE-1.1
CLAIM SUMMARY
(01) Claimant: (02) Type of Claim: Fiscal Year
Reimbursement
Long Beach Community College District ' Estimated D 2001—2602
(03) Name of College Long Beach City College

(04) Indicate with a check mark, the level at which health services were provided during the fiscal year of reimbursement in comparison to the 1986/87 fiscal
year. If the “Less” boxis checked, STOP, do not complste the form. No reimbursement is allowed.

LESS SAME MORE

L1 L [x]

" Direct Cost |Indirect Cost of: Total
35.76%
{05) Cost of Health Services for the Fiscal year of Claim $ 417,480 $ 149,291 | $ 566,771
(06) Cost of providing current fiscal year health services which are in excess of the
*|level provided in 1986/87 $ 34686 % 1249 47
(07) Cost of providing current fiscal year health services at the 1986/87 level :
[Line (05) - line (06)] . | $ 417134 | $ 149,167 | $ 566,301
(08) Complete Columns (a) through (g) to provide detail data for health fees
(a) (b) (c) (d) (e) () (9)
. . . Unit Cost for " Unit Cost for . ‘Student Health
Period for which health fees were Number of} Number of Full-time |- FSL:II-:m? Part-time P;rt:nmte Fees That Could
collected Full-time | Part-time | Student per H Ittjh <-|:-:n Student per H IltJh T:-n Have Been
Students | Students | Educ. Code ea 93] Educ. Code ez ees Collected
§ 76355 (@) x (c) § 76355 (b) x(e) (@ + (f)
1,247 | 11,984 . $ - g .
1. Per fall semester v ¥
o 3,006 | 15,131 $ - $ -1 .
2. Per spring semester -
. 1,570 9,486 $ - $ - $ -
3. Per summer session
4. Per first quarter v i $ ] ¥ i
5. Per second quarter 5o ¥ © Y )
. s - : i
6. Per third quarter v s s
(09) Totat health fee that could have been coilected ..... *(ACTUAL per ledger general ledger attached) $ 321 9'95
(10) Sub-total [Line (07) - line (09
) ©oN $ 244,306

Cost Reduction
11) Less: Offsetting Savings, if applicable $ -
' $

(12) Less: Other Reimbursements, if applicable

(13) Totai Amount Claimed [Line (10) - {line (11) + line (12)}]

$ 244306

Revised 9/97 Chapters 1/84 and 1118/87
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LONG buACH COMMUNITY COLLEGE DIS'L ;\ICT

CALCULATION OF INDIRECT COST RATE, ) >
FISCAL YEAR. Vi o w5
2000-2001 LL#
REFERENCE DESCRIPTION 2000-2001
(CCFS 311)
INSTRUCTIONAL ACTIVITY ¢
Instructional Costs
Instructional Salaries and Benefits 37,398,743
Instructional Operating Expenses 1,772,057
Instructional Support Instructional Salaries and Benefits 0
Auxiliary Operations Instructional Salarjes and Beneﬂts 7,195
TOTAL INSTRUCTIONAL COSTS 1 39,177,995
Non-Instructional Costs
Non-Instructional Salaries and Benefits 3,056,277
Instructional Admin. Salaries-and Benefits 2,633,275
Instructional Admin, Operating Expenses 491,553
Auxiliary Classes Non-Inst. Salaries and Benefits 756,406
Auxiliary Classes Operating Expenses 589,740
TOTAL NON-INS’I‘RUC’I‘ION@L COSTS 2 7,527,251
TOTAL INSTRUCTIONAL ACTIVITY COSTS3 (1 +2) 46,705,246
DIRECT SUPPORT ACTIVITY
Direct Support Costs
Instructional Support ServicesNon Inst. Salaries and Benefits 2,240,408
Instructiona Support Services Operating Expeenses 233,963
Admissions and Records 1,626,697
Counselling and Guidance 4,232,273
Other Student Services 4,952,083
TOTAL DIRECT SUPPORT COSTS 4 13,285,424
TOTALINSTRUCTIONAL ACTIVITY COSTS .
AND DIRECT SUPPORT COSTS 5 (3 + 4) 59,990,670
Indirect Support Costs -
Operation and Maintenance of Plant 6,528,323
Planning and Policy Making 3,517,094
General Instructional Support Services 11,407,189
TOTAL INDIRECT SUPPORT COSTS 6 21,452,606
TOTAL INSTRUCTIONAL ACTIVITY COSTS AND DIRECT
TOTAL INDIR I COSTS )
(5 +6) =TOTAL COSTS 81,443,276
SUPPORT COSTS ALLOCATION RATES
Indirect Support Costs Allocation Rate =
Total Indirect Supports Costs (6) 35.76%
Total Instructional Activity Costs .
and Direct Support Costs (5)
Direct Support Costs Aliocation Rate =
: Total Direct Support Costs (4) 28.45%
Total Instructional Activity Costs (3)
Total Support Cost Allocation 64.21%
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Long Beach Community College District
Health Fee Elimination
Summary -2001-2002

_Student Health Costs, shown in G/L - YTD

Less: Income reimbursement for Staff TB tests
Included as expenses in G/L above
See HFE 1.8 submitted by district

' Adjusted 2001-2002 Health Fee Expenses

Fall 2001 17 Vaccines Given _
R.N. Cost 5.67 hrs @ $46.86 (Cindi Blomberg)
Supplies Safety Syringes 17@ .58

Gloves 17x2@.12

Alcohol Wipes 17x2@.03

Spring 2002 4 Vaccines Given
R.N. Cost 1.34 hrs @ $46.86 (Cindi Blomberg)
Supplies Safety Syringes 4 @ .58

Gloves 4x2@.12

Alcohol Wipes 4x2@.03

2001-02 Costs in excess of Ievél in 86/87

244

265.90
9.86
4.08
1.02

62.48
2.32
0.96
0.24

~ $418,317.55

-837.12

$417,480.43
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School Mandated Cost Manual

MANDATED COSTS FORM
HEALTH FEE ELIMINATION HFE-2.1
COMPONENT/ACTIVITY COST DETAIL e

) Iaimant Fiscal Year

Long Beach Community College District 2001-2002

(03) Place an "X" in column (a) and/or (b), as applicable, to indicate which health ' {a) (b)
Service was provided by student health service fees for the indicated fiscal year. FY FY

1986/87 | of Claim
Accident Reports : X X

Appointments
College Physician, surgeon
Dermatology, Family practice
Internal Medicine
Outside Physician
‘Dental Services
Outside Labs, (X-ray, etc.,)
Psychologist, full services
Cancel/Change Appointments
Registered Nurse
Check Appointments

X X X X
XX X X

Assessment, Intervention and Counseling
Birth Control
Lab Reports
Nutrition
Test Results, office
Venereal Disease
Communicable Disease
Upper Respiratory Infection
Eyes, Nose and Throat
Eye/Vision
Dermatology/Allergy
Gynecology/Pregnancy Service
Neuralgic
Orthopedic
Genito/Urinary
Dental
Gastro-Intestinal
Stress Counseling
Crisis Intervention -
Child Abuse Reporting and Counseling
Substance Abuse Identification and Counseling
Eating Disorders
Weight Control
Personal Hygiene -
Burnout
Other Medical Problems, list Diabetes

HHXAHXAXHXXXXXXKXXX XXX XX

XXX XX XX XXX XXX XXX XN XXX XX

KX XXX XX

Examinations, minor illnesses
Recheck Minor Injury

Health Talks or Fairs, Information
Sexually Transmitted Disease
Drugs
Acquired Immune Deficiency Syndrome
Child Abuse

XX X X
X X X X

Revised 9/97 250 Chapters 1/84 and 1118/87, Page 1 of 3




California :;j? . . 20l Mandated Cost Manual

MANDATED COSTS FORM
HEALTH FEE ELIMINATION HFE-2.1
COMPONENT/ACTIVITY COST DETAIL :

.) Claimant _ Fiscal Year

Long Beach Community College District 2001-2002

(03) Place an "X" in column (a) and/or (b), as applicable, to indicate which health (a) (b)
Service was provided by student health service fees for the indicated fiscal year. FY FY
1986/87 | of Claim

Birth Control/Family Planning
Stop Smoking .
Library, Videos and Cassettes

X

X X X

First Aid, Major Emergencies
First Aid, Minor Emergencies
First Aid Kits, Filled

>x X X
XXX XX

Immunizations
Diphtheria/Tetanus X
Measles/Rubella
Influenza
Information X

X

X X

Insurance
On Campus Accident
Voluntary ’
Insurance Inquiry/Claim Administration

X X X
X X X

Laboratory Tests Done
Inquiry/Interpretation X X
Pap Smears

Physical Examinations
Employees .
Students X X
Athletes '

Medications
Antacids
Antidiarrheal
Aspirin, Tylenol, etc.,
Skin Rash Preparations
Eye Drops
Ear Drops
Toothache, oil cloves
Stingkill
Midol, Menstrual Cramps
Other, list---> Ibuprofen

> X X XX XXX
XXX XXXXX

Parking Cards/Elevator Keys
Tokens :
Return Card/Key X X
Parking Inquiry
Elevator Passes X X
Temporary Handicapped Parking Permits '

N
()]
.Y

Revised 9/97 Chantars 1/84 and 1118/87_Paae 2 of 3




State of California

",---"'“-mol Mandated Cost Manual

MANDATED COSTS
HEALTH FEE ELIMINATION
COMPONENT/ACTIVITY COST DETAIL

FORM
HFE-2.1

1) Claimant

Long Beach Community College District

Fiscal Year

2001-2002

(03) Place an "X" in column (a) and/or (b), as applicable, to indicate which health

Service was provided by student health service fees for the indicated fiscal year.

(a)
FY
1986/87

(by
FY
of Claim

Referrals to Outside Agencies
Private Medical Doctor
Health Department
Clinic
Dental
Counseling Centers
Crisis Centers
Transitional Living Facilities, battered/homeless women
Family Planning Facilities
Other Health Agencies

Tests
Blood Pressure
Hearing
Tuberculosis
Reading
Information
Vision
Glucometer
Urinalysis
Hemoglobin
EKG ‘
Strep A Testing
PG Testing
Monospot
Hemacult
Others, list

Miscellaneous
- Absence Excuses/PE Waiver
" Allergy Injections
Bandaids
Booklets/Pamphlets
Dressing Change
Rest
Suture Removal
Temperature
Weigh
information
Report/Form
Wart Removal
Others, list Cold Packs, Hot Packs
Committees

Safety
Environmental
Disaster Planning
Skin Rash Preparations
Eye Drops

XXX XXX XXX
KX XXX X XXX

HKXXX XX XX
HKXXHKXXXX XX

x

x HKXXXX XXX XXX
x HKXXXXX XX XXX

xX X X x
X X X x

292

Revised 9/97

Chapters 1/84 and 1118/87, Page 3 of 3




For State Controller Use only
CLAIM FOR PAYMENT (19) Program Number 00029
Pursuant to Government Code Section 17561 (20)Date File __/__/___
HEALTH FEE ELIMINATION (21)LRS Input I,
: 1) Claimant ldentification Number: \ ﬁeimbursement Claim Data
L |S19250 , |
A |(02) Mailing Address: (22) HFE - 1.0, (04)(b) |. $ 272,672
B
E |Claimant Name (23)
L |Long Beach Community College District
County of Location (24)
H {Los Angeles
E |Street Address (25)
R |4901 East Carson Street ,
E |City State Zip Code (26)
\JLong Beach CA____ —_— 90808
Type of Claim Estimated Claim Reimbursement Claim | (27)
(03) Estimated (09) Reimbursement 8)
(04) Combined  [_] | (10) Combined ] @9
(05) Amended  [] | (11) Amended ] @0
Fiscal Year of (08) (12) (31)
Cost 2003-2004 2002-2003
Total Claimed (07) (13) (32)
Amount $ 275,0001 $ 272,672
Less: 10% Late Penalty, but not to exceed (14) (33)
$1000 $ -
~ " ess: Estimate Claim Payment Received (15) (34)
$ -
Net Claimed Amount (16) - (35)
$ 272,672
Due from State (08) 17) (36)
1$ 275,000 | $ 272,672
Due to State (18) (37)
$ -

‘State of California

School Mandated Cost Manual

(38) CERTIFICATION OF CLAIM

any of the provisions of Govemment Code Sections 1090 tc 1096, inclusive.

1987.

Victor R. Collins
Type or Print Name

in accordance with the provisions of Govemment Code § 17561, | certify that | am the officer authorized by the local agency to file claims with the State of
California for costs mandated by Chapter 1, Statutes of 1984, and Chapter 1118, Statutes of 1987, and certify under penalty of perjury that | have not violated

1 further certify that there was no application other than from the claimant, nor any grant or payment received, for reimbursement of costs claimed herein; and
such costs are for a new program or increased level of services of an existing program mandated by Chapter 1, Statutes of 1984, and Chapter 1118, Statutes of

The amounts for Estimated Claim and/or Reimbursement Claim are hereby claimed from the State for payment of estimated and/or actual costs for the
mandated program of Chapter 1, Statutes of 1984, and Chapter 1118, Statutes of 1987, set forth on the attached statements.

Date

/-G-0F
Executive Vice-President, Human Resourses
Title .

*9) Name of Contact Person or Claim

SixTen and Associates

Telephone Number

E-Mail Address

(858) 514-8605

kbpsixten@aol.com

Form FAM-27 (Revised 9/01)

253

Chapters 1/84 and 1118/87




ller's Office - . ’ o School Mandated Cost Manual

MANDATED COSTS
HEALTH FEE ELIMINATION
CLAIM SUMMARY

(01) Claimant: (02) Type of Claim:

Claimant Name Reimbursement

Long Beach Community College District Estimated

Fiscal Year

* 2002-2003

(03) List all the colleges of the community college district identified in form HFE-1.1, line (03)

(b)
N (a) Claimed
ame of College " Amount

1. Long Beach City College $ 272,671.72

N
«»

> > & |
1

N{@ (o ik (@

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

1.

S |l ewmw|ler |||l |lwlwnlo|lenleal|l v eole
]

272,672

(04) Total Amount Claimed [Line (3.1b) + line (3.2b) + line (3.3b) + ...lIne (3.21b)]

Revised 9/97 ) Chapters 1/84 and 1118/87

- 254




State Controller's Office

School Mandated Cost Manual

MANDATED COSTS ,
IMINATION FORM
HEALTH FEE ELIMI HEE-1.1
CLAIM SUMMARY
(01) Claimant: (02) Type of Claim: Fiscal Year
Reimbursement
Long Beach Community College District Estimated I___—_l 2002-2003
(03) Name of College Long Beach City College

year. If the “Less" box is checked, STOP, do not complete the form. No reimbursement is allowed.
LESS SAME MORE

[ R I e

(04) Indicate witha check mark, the level at which health services were provided during the fiscal year of reimbursement in comparison io the 1986/87 fiscal

Direct Cost {Indiract Cost of: Total
33.94%
(05) Cost of Health Services for the Fiscal year of Claim $ 438,526 1% 148,836 % 587,362
(06) Cost of providing current fiscal year health services which are in excess of the $ ) $ )
“|level provided in 1986/87
E&?n)e ((3(;353; -olf| ﬁg?\gg)llng current fiscal year health services at the 1986/87 level $ 438526 | § 148,836 | § 587,362
(08) Complete Columns (a) through (9) to provide detail data for health fees
(a) (b) (c) (d) (e) ® )
. . Unit Cost for . Unit Cost for " Student Health

Period for which health fees were Number of| Number of Full-time ';u"-c;'mf Pant-time P;n:'rgf Fees That Could|

collected Full-time | Part-time | Studentper |, tltt]h e::n Student per Healltjh;ees Have Been
Students | Students | Educ. Code 9(2) X (:)es Educ. Code (b) X (&) Collected

§ 76355 § 76355 : (d)+ ()

$ - $ - |8 -

1. Per fall semester -

- $ - $ -
2. Per spring semester ¥
- $ - 1% -
3. Per summer session ¥
- - $ -
4. Per first quarter ¥ s
5. Per second guarter $ i ¥ ] $ ’
6. Per third quarter ¥ i $ ] $ ]
(09) Total health fee that could have been collected Line (8.1g) + (8.29) + ......... 8.6
[Line (8.19) + (8.2g) + (8.69)] $ 313843
(10) Sub-total Line (07) - line (09
[Line (07) - line (03)] $ 273519
Cost Reduction ,

11) Less: Offsetting Savings, if applicable $ -
(12) Less: Other Reimbursements, if applicable $ 847.00
(13) Total Amount Claimed [Line (10) - {line (11) + line (12)}] s 272672
Revised 9/97 Chapters 1/84 and 1118/87
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LONG BEACH COMMUNITY COLLEGE DISTRICT
CALCULATION OF INDIRECT COST RATE,

fr pL- 0 twué |

FISCAL YEAR
2001-2002
REFERENCE DESCRIPTION 2001.2002
(CCES 311)
INSTRUCTIONAL ACTIVITY
i Instructional Costs :
Instructional Salaries and Benefits 44,670,763
Instructional Operating Expenses 1,557,892
Instructional Support Instructional Salaries and Benefits 0
Auxiliary Operations Instractional Salaries and Benefits 0
TOTAL INSTRUCTIONAL COSTS 1 46,228,655
)
Non-Instructional Costs
Non-Insiractional Salaries and Benefits 0
Instructional Admin. Salaries and Benefits 2,857,705
Instructional Admin. Operating Expenses 392,783
Aucxiliary Classes Non-Inst. Salaries and Benefits 946,883
Auxiliary Classes Operating Expenses 579,448
TOTAL NON-INSTRUCTIONAL COSTS 2 4,776,819
TOTAL INSTRUCTIONAL ACTIVITY COSTS 3 (1 +2) 51,005,474
DIRECT SUPPORT ACTIVITY
Direct Support Costs
Instructional Support ServicesNon Inst. Salaries and Benefits 2,850,939
Instractiona Support Services Operating Expeenses 242,783
Admissions and Records 1,766,898
Counselling and Guidance 5,340,780
Other Student Services 6,094,425
TOTAL DIRECT SUPPORT COSTS 4 16,295,825
TOTALINSTRUCTIONAL ACTIVITY COSTS : . o
AMMPF&R—T—G@STS'SML—“ i B s ieees 62,301,209
Indirect Support Costs
Operation and Maintenance of Plant 7,368,294
_[Planning and Policy Making 3,504,511
General Instructional Support Services 11,972,136
TOTAL INDIRECT SUPPORT COSTS 6 22,844,941
TOTALINSTRUCTIONAL ACTIVITY COSTS AND DIRECT
SUPPORT COSTS. AND TOTAL INDIRECT SUPPORT COSTS
(5 + 6) = TQTAL COSTS : 90,146,240
SUPPORT -COSTS ALLOCATION RATES
Indirect Support Costs Allocation Rate = SN
Total Indirect Supports Costs (§) \ 33.94%
Total Yastructional Activity Costs
e
and Direct Support Costs (5)
Direct Support Costs Allocation Rate = -
Total Direct Support Costs (4) 31.95%
Total Instructional Activity Costs (3)
Total Support Cost Allocation 65.89%
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MANDATED COSTS FORM
HEALTH FEE ELIMINATION HFE-2.1
COMPONENT/ACTIVITY COST DETAIL ‘

') Claimant Fiscal Year
Long Beach Community College District : ' 2002-2003
(03) Place an "X" in column (a) and/or (b), as applicable, to indicate which health (a) (b)

Service was provided by student health service fees for the indicated fiscal year. FY FY
1986/87 [ of Claim
Accident Reports , X X
Appointments
College Physician, surgeon
Dermatology, Family practice
Internal Medicine
Outside Physician
Dental Services
Outside Labs, (X-ray, etc.,)
Psychologist, full services X X
Cancel/Change Appointments X X
Registered Nurse X X
Check Appointments X X
Assessment, Intervention and Counseling
Birth Control X X
Lab Reports X X
Nutrition X X
Test Results, office X X
Venereal Disease X X
Communicable Disease X X
Upper Respiratory Infection X X
Eyes, Nose and Throat X X
Eye/Vision X X
Dermatology/Allergy X X
Gynecology/Pregnancy Service X X
Neuralgic X X
Orthopedic X X
Genito/Urinary X X
Dental X X
Gastro-Intestinal X X
Stress Counseling X X
Crisis Intervention X X
Child Abuse Reporting and Counseling
Substance Abuse ldentification-and Counseling X X
Eating Disorders X X
Weight Control X X
Personal Hygiene X X
Burnout X X
Other Medical Problems, fist
Examinations, minor ilinesses
 Recheck Minor Injury _ X X
Health Talks or Fairs, Information
Sexually Transmitted Disease X X
Drugs X X
Acquired Immune Deficiency Syndrome X X
Child Abuse X X

- Revised 9/97 257 Chapters 1/84 and 1118/87, Page 1 of 3




State of California T ' S~ ol Mandated Cost Manual

MANDATED COSTS FORM
HEALTH FEE ELIMINATION HFE-2.1
COMPONENT/ACTIVITY COST DETAIL -
Fiscal Year
1Long Beach Community College District 2002-2003
(03 Place an "X" in column (a) and/or (b), as applicable, to indicate which health (a) (b)
Service was provided by student health service fees for the indicated fiscal year. FY FY
: 1986/87 | of Claim
Birth Control/Family Planning X X
Stop Smoking X X
Library, Videos and Cassettes X X
First Aid, Major Emergencies X X
First Aid, Minor Emergencies X X
First Aid Kits, Filled X X
immunizations
Diphtheria/Tetanus X X
Measles/Rubella
Influenza
Information X X
Insurance
On Campus Accident X X
Voluntary X X
Insurance Inquiry/Claim Administration X X
Laboratory Tests Done
inquiry/Interpretation _ X X
Pap Smears
Physical Examinations
Employees
Students
Athletes X X
Medications
Antacids X X
Antidiarrheal X X
Aspirin, Tylenol, etc., X X
Skin Rash Preparations X X
Eye Drops X X
Ear Drops
Toothache, oil cloves X X
Stingkill X X
Midol, Menstrual Cramps X X
Other, list X X
Parking Cards/Elevator Keys
Tokens
Return Card/Key
Parking Inquiry X X
Elevator Passes » '
Temporary Handicapped Parking Permits X X

- -Revised9/97 : ... . .. . 258 Chapters 1/84 and 1118/87, Page 2 of 3.




State of California

€70l Mandated Cost Manual

MANDATED COSTS
HEALTH FEE ELIMINATION
COMPONENT/ACTIVITY COST DETAIL

FORM
HFE-2.1

7 ) Claimant

Long Beach Community College District

Fiscal Year

2002-2003

(03) Place an "X" in column (a) and/or (b), as applicable, to indicate which health

Service was provided by student health service fees for the indicated fiscal year.

(a)
FY
1986/87

(b)
FY
of Claim

Referrals to Outside Agencies
Private Medical Doctor
Health Department
Clinic
Dental
Counseling Centers
Crisis Centers
Transitional Living Facilities, battered/homeless women
Family Planning Facilities
Other Health Agencies

Tests
Blood Pressure
Hearing
Tuberculosis
Reading
Information
Vision
Glucometer
Urinalysis
Hemoglobin
EKG
Strep A Testing
PG Testing
Monospot
Hemacult
Others, list

Miscellaneous :
Absence Excuses/PE Waiver
Allergy Injections
Bandaids
Booklets/Pamphlets
Dressing Change
Rest
Suture Removal
Temperature
Weigh
Information
Report/Form
Wart Removal
Others, list

Committees
Safety
Environmental
Disaster Planning
Skin Rash Preparations
Eye Drops

KX XX XX XXX
HXXXX XX XXX

XXX XX b4
X XXX XX XX

XX XXXXXXXX X
XX XXXXXXXX X

x
x

X
X
X

X
X
X

Revised 9/97 .. . ...; - e
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SixTen and Associates
Mandate Reimbursement Services

KEITH B. PETERSEN, President E-Mail: Kbpsixten@aol.com
3270 Arena Blvd. Suite 400-363 5252 Balboa Avenue, Suite 900
Sacramento, CA 95834 San Diego, CA 92117
Telephone: (916) 419-7093 Telephone: (858) 514-8605
Fax: (916) 263-9701 Fax: (858) 514-8645

RECEWED

AUG 11 2009

- - COMMISSION ON
Paula Higashi, Executive Director MM

Commission on State Mandates
980 Ninth Street, Suite 300
Sacramento, CA 95814

August 10, 2009

RE: Health Fee Elimination, 05-4206-1-03
Long Beach Community College District
Fiscal Years: 2001-02 and 2002-03
Incorrect Reduction Claim

Dear Ms. Higashi:

This letter is in rebuttal to the State Controller's Office response dated December 16,
2008, to the Incorrect Reduction Claim of Long Beach Community College District
(District) submitted on September 1, 2005.

Partl. Mr. Silva’s Transmittal Letter

Mr. Silva’s transmittal letter, dated December 16, 2008, contains factual and legal
allegations regarding the District's Incorrect Reduction Claim. However, it was not
signed under the penalty of perjury. The conclusions and assertions contained in the
letter should be disregarded by the Commission due to this lack of certification.

A. CONTROLLER'S AUDIT AUTHORITY

The District does not dispute the Controller's authority to audit claims for mandated
costs and to reduce those costs that are excessive or unreasonable. This authority is
expressly contained in Government Code Section 17561. Government Code Section
17564 identifies the minimum amount of costs required to file a claim and the manner
of claiming costs to be reimbursed. Thus, it is unclear to the District why Mr. Silva’s
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letter, at footnote one, cites Section 17564 in support of the Controller’s authority to
audit mandated costs. Similarly, the Statement of Decision in the Incorrect Reduction
Claim of San Diego Unified School District, cited at footnote two, is superfluous
because it simply restates the statutory authority without elaboration. The District is
unable to respond to these two citations without further elaboration from the Controller
as to their intended relevance, since none is readily apparent.

B. BURDEN OF PROOF

Mr. Silva’s letter erroneously asserts that the burden of proof is upon the District to
establish that the Controller's adjustments were incorrect. The letter’s reliance on
Evidence Code Section 500 is misplaced because that Section is not applicable to
administrative hearings, such as those conducted by the Commission.

California Code of Regulations Section 1187.5(a) states expressly that Commission
“hearings will not be conducted according to technical rules relating to evidence and
witnesses.” The evidentiary standard for matters before the Commission, stated in that
Section, is “[a]ny relevant non-repetitive evidence . . . [that] is the sort of evidence on
which responsible persons are accustomed to rely in the conduct of serious affairs.”
Further, Evidence Code Section 300 specifies that the Evidence Code is applicable only
to actions before the California courts. There is no statute or regulation that makes the
Evidence Code applicable to proceedings before the Commission, and therefore the
Controller cannot rely on Section 500 to shift the burden of proof onto the District.

The Statement of Decision in the Incorrect Reduction Claim of San Diego Unified
School District that is cited in footnote three of Mr. Siiva’s letter relied on Honeywell,
Inc. v. State Board of Equalization’ for the proposition that the Claimant had the burden
of proof in showing that it did not experience offsetting savings. The decision was
supported by “common sense” in that the burden of proof should rest with the party
having “the power to create, maintain, and provide the evidence.”

In this Incorrect Reduction Claim, the issue is not the District’s original reimbursement
claims, but the Controller's methods for determining adjustments. The Controller is the
party with the power to create, maintain, and provide evidence regarding its auditing
methods and procedures, as well as the specific facts relied upon for its audit findings.
Thus, by Mr. Silva’s own reasoning, the burden is upon the Controller to demonstrate
that the auditors’ methods were in compliance with applicable law.

Finally, the Controller must meet the burden of going forward. “Until the agency has met
its burden of going forward with the evidence necessary to sustain a finding, the [party
requesting review] has no duty to rebut the allegations or otherwise respond.” (Daniels

'Honeywell v. State Board of Equalization (1982) 128 Cal.App.3d 739, 744.

261




Paula Higashi, Executive Director 3 August 10, 2009

v. Department of Motor Vehicles (1983) 33 Cal.3d 532, 5636). Therefore, the Controller
must first provide evidence as to the propriety of its audit findings because it bears the
burden of going forward and because it is the party with the power to create, maintain,
and provide this evidence.

C. INDIRECT COST RATE

Mr. Silva's letter asserts that the Controller's Office substituted its own indirect cost rate
because the District used an “unapproved” rate. There is no requirement that the
indirect cost rate be “approved” by any agency. The District calculated its indirect cost
rate using the same source document (CCFS-311) as the Controller. It also used the
FAM-29C method, but corrected for instances where the Controller did not follow the
CCFS-311 determination of direct and indirect costs. The characterization of the
indirect cost rate used by the District in Mr. Silva’s letter is misleading and misstates the
requirements of the Parameters and Guidelines.

D. AUTHORIZED HEALTH SERVICES FEES

The District did not “confuse” health services fees that were authorized and those that
were collected, as claimed in Mr. Silva’s letter. Further, his statement of the Parameters
and Guidelines is out of context and misleading. The authorized health services fees
are to be included in “reimbursement for this mandate received from any source” as
stated in the Parameters and Guidelines. The District complied with Generally Accepted
Accounting Principles (GAAP) and the Parameters and Guidelines when it properly
reported, as offsetting revenue, health service fees that were received.

Although the Parameters and Guidelines clearly state that claimants must report
revenue that is received, Mr. Silva’s letter asserts that the amount authorized is relevant
due to “mandate law in general, and specific case law on point.” The District cannot
properly respond to “mandate law in general” because it is completely unsupported, and
references no particular statute, regulation, or court decision as its basis. The reliance
on Connell v. Santa Margarita Water District, at footnote five, as “specific case law on
point,” is misplaced because the Court in that case determined only that approval of the
test claim in question was in violation of Government Code Section 17556(d), which
prohibits approval of a test claim when there are offsetting savings sufficient to fully
fund it. The Court makes absolutely no finding regarding offsetting revenue in the
Parameters and Guidelines or the reimbursement process.

E. STATUTE OF LIMITATIONS
Mr. Silva’s letter asserts that “the audit of the fiscal year 2000-01 was proper, even
under the 1996 version of Section 17558.5.” However, this conclusion is based on the

assumption that the audit initiation date is somehow relevant to the period of time that a
claim is “subject to audit.” Mr. Silva’s letter provides no support for this assumption,
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and, as discussed more thoroughly below, it is not supported by the plain language of
Government Code Section 17558.5.

The letter claims that the FY 2001-02 reimbursement claim was subject to the amended
version of Government Code Section 17558.5 that went into effect on January 1, 2003,
because it was still subject to audit on that date under the previous version of this
Section. However, the claim was subject only to the version of Section 17558.5 in effect
at the time it was filed, and any subsequent amendment had no effect on the time
limitation established for audit.

“The extension of the statutory period within which an action must be brought is
generally held to be valid if made before the cause of action is barred.” (Evelyn, Inc. v.
California Emp. Stab. Com. (1957) 48 Cal.2d 588, 592). According to the court in
Evelyn, “[t]his is on the theory that the legislation affects only the remedy and not a
right.” This theory is inapplicable to Section 17558.5 because the time limitation it
contains is not a true statute of limitations since it does not concern “the statutory
period within which an action must be brought.”

Section 17558.5 is governed by the general principles of statutory construction, and not
those principles specific to statutes of limitations, because it is merely a condition for
the payment of a reimbursement claim and does not concern a court action. “Statutes
of limitations are distinguished from procedural limits governing the time in which
parties must do an act because they fix the time for commencing suit.” (Life Savings
Bank v. Wilhelm (2000) 84 Cal.App.4th 174, 177). The limitation in Section 17558.5
does not limit the time in which suit may be brought, or even govern any court action.
Rather, it specifies the time in which the Controller may audit a reimbursement claim.

The time limitation for audit is a condition for payment of the claim. In other words, a
reimbursement claim may be paid with the condition that it is subject to audit for a
particular period of time. Section 17558.5 also acts to restrict the Controller's statutory
authority to audit the disbursal of all state funds.

Since Section 17558.5 is merely a restriction on a statutory right to payment of a
reimbursement claim, it is governed by the well-established rule that “legisiation is
deemed to operate prospectively only, unless a clear contrary intent appears.” (City of
Long Beach v. Department of Industrial Relations (2004) 34 Cal.4th 942, 953). There is
no indication in the 2002 amendment to Section 17558.5 that it is to operate
retroactively on claims already filed. Therefore, the amendment had only prospective
effect on claims filed after its effective date of January 1, 2003.

Further, the Controller has not taken a consistent position. The Controlier's response of
December 16, 2008, which consists of a transmittal letter signed by Mr. Silva and a
response signed by Mr. Spano, does not advocate applying one version of Section
17558.5. Instead, Mr. Silva’s letter argues in favor of the 2003 version while Mr.

263




Paula Higashi, Executive Director S August 10, 2009

Spano’s response (Tab 2; p. 11-12) accepts the District’s position by applying the 1996
version of Section 17558.5.

Part ll. State Controller’s Office Analysis and Response to the Incorrect
Reduction Claim by Long Beach Community College District (Spano
Response)

RE: Il. UNALLOWABLE SERVICES AND SUPPLIES

The Controller disallowed $17,894 of direct and $6,241 of indirect services and supplies
cost. Of the total adjustment, $11,869 is applicable to student health insurance
premiums. Mr. Spano’s response (Tab 2; p. 4) incorrectly asserts that “[t]he district
does not dispute this adjustment.” In fact, the District's Incorrect Reduction Claim
disputed the portion of this adjustment that represents disallowed costs for athletic
insurance premiums at page nine.

The auditor’'s decision to disallow these costs is based on the erroneous conclusion,
stated in Mr. Spano’s response (Tab 2; p. 4), that premiums for athletic insurance are
not reimbursable because they are not an authorized expenditure under Education
Code Section 76355(d). Education Code Section 76355, subdivision (a), permits the
collection of student fees for health services. Subdivision (d)(1) requires that these fees,
if collected, be deposited in a designated fund and be expended only as authorized.
Subdivision (d)(2) prohibits expenditures from the fund for physical examinations for
intercollegiate athletics or the salaries of health professionals for athletic events. The
prohibition only applies to the expenditure of funds from the special account into which
the student fees are deposited. The District's costs for the mandate program exceed
the fees collected for health services, therefore the District filed the claims that are the
subject of this audit. The athletic insurance premiums claimed are a part of the excess
costs that make up the District’s claims, and as such, were not paid for with student
fees from the fund. Therefore, the athletic insurance costs claimed by the District are
not subject to the prohibition of Section 76355(d).

The Parameters and Guidelines control the scope of reimbursement under the Health
Fee Elimination mandate, and they expressly include student insurance costs, so long
as these services were available in the base year. Therefore, a restriction on the use of
fees collected cannot be used to support an adjustment that is in direct contradiction
with the Parameters and Guidelines. '

RE: Ill. OVERSTATED INDIRECT COST RATES CLAIMED
The Controller determined that the District overstated indirect costs by $139,093 for the
audit period. Mr. Spano’s response (Tab 2; p. 7) claims that it found the District's

indirect cost rate to be excessive because the rate was not federally approved. The
Controller continues to insist that any indirect cost rate not derived from one of the three
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methods described in its claiming instructions must be excessive, regardless of the
reasonableness of the rate used. However, the Controller's claiming instructions are not
laws or regulations, and therefore are not enforceable.

The Controller’s interpretation of Section VI. (B)(3) of the Parameters and Guidelines
would, in essence, subject claimants to underground rulemaking at the direction of the
Commission. The Controller’s claiming instructions are unilaterally created and modified
without public notice or comment. The Commission would violate the Administrative
Procedure Act if it held that the Controller's claiming instructions are enforceable as
standards or regulations. In fact, until 2005, the Controller regularly included a “forward”
in the Mandated Cost Manual for Community Colleges that explicitly stated the claiming
instructions were “issued for the sole purpose of assisting claimants” and “should not be
construed in any manner to be statutes, regulations, or standards.” (SCO Mandated
Cost Manual for Community Colleges, September 30, 2003 update).

In an attempt to defend the arbitrariness of the choice to apply its own FAM-29C
method, the Controller points out (Tab 2; p. 6) that the method is one of three that a
claimant may choose to use under the parameters and guidelines for nine other
mandate programs. However, there is no mention of the Controller's FAM-29C method
in the parameters and guidelines adopted for this mandate program. Further, the fact
that the claimants in those other mandate programs may choose one of three methods,
with potentially widely divergent results, demonstrates that the Controller’'s choice to
simply pick its own method and substitute it for the one used by the District was an
arbitrary preference.

Further evidence of the arbitrary nature of the Controller's determination of the
“allowable” indirect cost rate is found in its sudden and unsupported determination that
federally approved rates are no longer permissible. The audit report for Yosemite
Community College District, issued April 30, 2009, states on page eight: “[flor FY 2004-
05, FY 2005-06, and FY 2006-07, the parameters and guidelines and the SCO’s
claiming instructions do not provide districts the option of using a federally-approved
rate.”

There is absolutely no basis in law for the Controller to make this change in policy.
There was no amendment to the Parameters and Guidelines - the language regarding
indirect cost rates remains exactly the same as it was prior to FY 2004-05. The
Controller simply decided to stop accepting federally approved rates, after years of
accepting them, with absolutely no justification or opportunity for public comment. This
is in direct violation of the Administrative Procedure Act, and illustrates the unilateral
and arbitrary method the Controller uses in determining “allowable” indirect cost rates
for this mandate program.

No particular indirect cost rate calculation is required by law. The Controller insists that
the rate be calculated according to the claiming instructions. The Parameters and
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Guidelines state that “[iindirect costs may be claimed in the manner described by the
State Controller in his claiming instructions.” (Emphasis added). The District claimed
these indirect costs “in the manner” described by the Controller. The correct forms were
used and the claimed amounts were entered at the correct locations. Further, “may” is
not “shall’; the Parameters and Guidelines do not requ:re that indirect costs be claimed
in the manner described by the Controller.

Further, it should be noted that the Controller did not determine that the District's rate
was excessive or unreasonable, only that the District’s rate was not supported by the
Controller's FAM-29C method. Mr. Spano’s response (Tab 2; p. 7) asserts that because
the District’s rate was not the same as that derived from the FAM-29C method, it must
be excessive. This is merely a restatement of the Controller's conclusion and cannot be
the basis for a finding.

Neither applicable law nor the Parameters and Guidelines make compliance with the
Controller’s claiming instructions a condition of reimbursement. The District has
followed the Parameters and Guidelines. The burden of proof is on the Controller to
prove that the product of the District’s calculation is unreasonable, not to recalculate the
rate according to its unenforceable ministerial preferences.

Finally, Mr. Spano’s response (Tab 2; p. 6) notes that no district requested a review of
the claiming instructions pursuant to Title 2, California Code of Regulations, Section
1186. The claiming instructions are not properly adopted regulations or standards.
Thus, the fact that no review was requested by any of the claimants is not determinative
of their validity or force.

RE: IV. UNDERSTATED AUTHORIZED HEALTH FEE REVENUES CLAIMED

The Controller determined that revenue offsets were understated by $217,409 for the
audit period. This adjustment is due to the fact that the District collected and claimed
fees that were lower than those “authorized” by Education Code Section 76355(a). Mr.
Spano’s response (Tab 2; p. 7) asserts that the recalculation of the health fee revenue
offset was at the District’s recommendation. This is an impermissible assertion of fact
because it is unsupported and therefore should be disregarded by the Commission.

The Controller may not make assertions of fact without supporting documentary
evidence. Title 2, California Code of Regulations, Section 1185.1(b) governs the
manner in which the Controller may reply to a claimant’s incorrect reduction claim.
Section 1185.1(b) provides:

If the oppositions or recommendations regarding an incorrect reduction claim
involve more than the discussion of statutes, regulations or legal argument and
utilizes assertions or representations of fact, such assertions or representations
shall be supported by documentary evidence and shall be submitted with the
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response.

Since no documentary evidence was supplied in the Controller's response to support
the assertion that auditors acted on a District recommendation regarding enroliment
data, the assertion should be disregarded by the Commission. Regardless, the
enrollment data is irrelevant since the calculation of “collectible” student health service
fee revenue is inappropriate for purposes of offsetting total program costs.

The District is not required to charge a health fee, and must only claim offsetting
revenue it actually experiences. Education Code Section 76355 gives the governing
board the discretion to determine if any fee should be charged, and subsection (b)
specifically permits the governing board to make a separate determination regarding
part-time students.

The Controller continues to rely on Government Code Section 17556(d), as amended
by Statues of 1989, Chapter 589, while neglecting its context and omitting a crucial
clause. Section 17556(d) does specify that the Commission on State Mandates shall
not find costs mandated by the state if the local agency has the authority to levy fees,
but only if those fees are “sufficient to pay for the mandated program.” (Emphasis
added). Section 17556 pertains specifically to the Commission’s determination on a test
claim, and does not concern the development of parameters and guidelines or the
claiming process. The Commission has already found state-mandated costs for this
program, and the Controller cannot substitute its judgment for that of the Commission.

The two court cases Mr. Spano’s response (Tab 2; p. 10) relies upon (County of Fresno
v. California (1991) 53 Cal.3d 482 and Connell v. Santa Margarita (1997) 59
Cal.App.4th 382) are similarly misplaced. Both cases concern the approval of a test
claim by the Commission. They do not address the issue of offsetting revenue in the
reimbursement stages, only whether there is fee authority sufficient to fully fund the
mandate that would prevent the Commission from approving the test claim.

In County of Fresno, the Commission had specifically found that the fee authority was
sufficient to fully fund the test claim activities and denied the test claim. The court
simply agreed to uphold this determination because Government Code Section
17556(d) was consistent with the California Constitution. The Commission has
approved the Health Fee Elimination mandate, and therefore found that the fee
authority is not sufficient to fully fund the mandate. Thus, County of Fresno is not
applicable because it concerns the activity of approving or denying a test claim and has
no bearing on the annual claim reimbursement process.

Similarly, aithough a test claim had been approved and parameters and guidelines were
adopted, the court in Connell focused its determination on whether the initial approval
of the test claim had been proper. It did not evaluate the parameters and guidelines or
the reimbursement process because it found that the initial approval of the test claim
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had been in violation of Section 17556(d).

Mr. Spano’s response (Tab 2; p. 9) notes that health service fees were included in the
Parameters and Guidelines as a possible source of offsetting savings, and then
concludes that fees authorized by Education Code Section 76355 must be deducted
because “[t]o the extent districts have the authority to charge a fee, they are not
required to incur a cost.” The Parameters and Guidelines actually state:

Any offsetting savings that the claimant experiences as a direct result of this
statute must be deducted from the costs claimed. In addition, reimbursement for
this mandate received from any source, e.g., federal, state, etc., shall be
identified and deducted from this claim. This shall include the amount of [student
fees] as authorized by Education Code Section 72246(a)>.

In order for a district to “experience” these “offsetting savings” the district must actually
have collected these fees. Note that the student health fees are named as a potential
source of the reimbursement received in the previous sentence. The use of the term
“any offsetting savings” further illustrates the permissive nature of the fees. Student
fees actually collected must be used to offset costs, but not student fees that could
have been collected and were not. Thus, the Controller's conclusion is based on an
illogical interpretation of the Parameters and Guidelines by the Controller.

Mr. Spano’s response (Tab 2; p. 9) claims that it is “clear” that the Commission’s intent
was for claimed costs to be reduced by fees authorized, rather than fees received as
stated in the Parameters and Guidelines. It is true that the Department of Finance
proposed, as part of the amendments that were adopted on May 25, 1989, that a
sentence be added to the offsetting savings section expressly stating that if no health
service fee was charged, the claimant would be required to deduct the amount
authorized.

However, the Commission declined to add this requirement and adopted the
Parameters and Guidelines without this language. The fact that the Commission staff
and the California Community College Chancellor's Office agreed with the Department
of Finance’s interpretation does not negate the fact that the Commission adopted
parameters and guidelines that did not include the additional language. The
Commission intends the language of the parameters and guidelines to be construed as
written, and only those savings that are experienced are to be deducted.

Finally, Mr. Spano’s response (Tab 2; pg. 10) states that the auditor used the District’s
enrollment and Board of Governor Grant records to calculate authorized health service

2 Former Education Code Section 72246 was repealed by Chapter 8, Statutes of
1993, Section 29, and was replaced by Education Code Section 76355.
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fees, and then claims that the District is “responsible” for providing this information. This
is not a requirement of the Parameters and Guidelines, and there is no other statutory
requirement that the District provide this information to the Controller.

The District complied with the Parameters and Guidelines when it did not report health
service fee revenue it never received. As discussed, there is no basis in law for the
Controller's finding that the District was required to reduce its claimed costs by
“authorized” health service fees. Therefore, the adjustments that result from this finding
should be reversed.

RE: VI. STATUTE OF LIMITATIONS FOR AUDIT

The District asserts that FY 2001-02 claim was beyond the statute of limitations for
audit when the Controller completed its audit on April 27, 2005. As Mr. Spano’s
response (Tab 2; p. 12) correctly points out, the phrase “subject to” places a claimant
“under the power or authority of” the Controller in respect to audits. Therefore, once the
FY 20001-02 claim was no longer subject to audit on December 31, 2004, the
Controller’s authority to audit came to an end, along with the authority to make
adjustments based on this audit. If the Controller had failed to make any adjustments by
issuing a final audit report, then it does not get to extend the time limitation simply
because it had begun the audit process.

A key tenet of statutory interpretation is that ““statutes must be given a reasonable and
common sense construction . . . that will lead to a wise policy rather than to mischief or
absurdity.”” (City of Costa Mesa v. McKenzie (1973) 30 Cal.App.3d 763, 770). If the
Controller’s interpretation was correct (i.e., so long as an audit was begun before the
time limitation ran out then it could be completed at any later time), then there would be
the absurd result that the Controller could issue its final audit report years or decades
later and be entitled to the adjustments it contained.

The claimant would be in a state of limbo, not knowing whether the audit had been
abandoned or the Controller’s Office was simply taking its time. As the process
currently stands, several months can pass between the exit conference, issuance of the
draft audit report, and issuance of the final audit report. The Controller is also free to
abandon an audit at any point in the process, and there is no requirement that the
claimant be notified of this. Thus, there is a very real possibility for this type of
uncertainty to arise if the Controller’s interpretation were correct.

Among the important purposes of statutes of limitations are protecting settled
expectations, giving stability to transactions, and encouraging the prompt enforcement
of substantive law. (Marin Healthcare Dist. v. Sutter Health (2002) 103 Cal.App.4th 861,
872). The Controller's interpretation of Section 17558.5 frustrates these important
purposes by creating uncertainty and giving the Controller the ability to indefinitely delay
the completion of an audit.
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Paula Higashi, Executive Director 11 August 10, 2009

Therefore, the reasonable interpretation is that the reimbursement claim is only subject
to any adjustments that are the result of an audit if the audit is completed before the
statute of limitations has run out. In this case, that would mean that the FY 2001-02
claim was beyond the statute of limitations when the Controller completed its audit by
issuing the final audit report on April 27, 2005, and any resulting adjustments are void.

Part lll. Certification

By my signature below, | hereby declare, under penalty of perjury under the laws of the
State of California, that the information in this submission is true and complete to the
best of my own knowledge or information or belief, and that the attached documents
are true and correct copies of documents received from or sent by the state agency
which originated the document.

Executed on August 10, 2009, at Sacramento, California, by

Wﬁ;ﬁ

Keith B. Petersen, President
SixTen & Associates

Attachments:

Exhibit “A”  Daniels v. Department of Motor Vehicles (1983) 33 Cal.3d 532

Exhibit “B”  Evelyn, Inc. v. California Emp. Stab. Com. (1957) 48 Cal.2d 588

Exhibit “C”  Life Savings Bank v. Wilhelm (2000) 84 Cal.App.4th 174

Exhibit “D”  City of Long Beach v. Department of Industrial Relations (2004) 34
Cal.4th 942

Exhibit “E” SCO Mandated Cost Manual for Community Colleges, September 30,
2003 update .

Exhibit “F”  Yosemite CCD Health Fee Elimination Audit Report issued April 30, 2009

Exhibit “G”  City of Costa Mesa v. McKenzie (1973) 30 Cal.App.3d 763

Exhibit “H”  Marin Healthcare Dist. v. Sutter Health (2002) 103 Cal.App.4th 861

C: Ann-Marie Gabel, Vice President, Administrative Services
Long Beach Community College District

Jim Spano, Chief, Mandated Cost Audits Bureau
State Controller's Office
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DECLARATION OF SERVICE

Re: Incorrect Reduction Claim 05-4206-1-03
Long Beach Community College District
Health Fee Elimination

| declare:

| am employed in the office of SixTen and Associates, which is the appointed
representative of the above-named claimant. | am 18 years of age or older and not a
party to the entitled matter. My business address is 3270 Arena Boulevard, Suite 400-
363, Sacramento, CA 95834.

On the date indicated below, | served the attached letter dated August 10, 2009, to
Paula Higashi, Executive Director, Commission on State Mandates, to:

Jim Spano, Chief

Mandated Cost Audits Bureau
State Controller's Office (B-08)
300 Capitol Mall, Suite 518
Sacramento, CA 95814

Paula Higashi, Executive Director
Commission on State Mandates
980 Ninth Street, Suite 300
Sacramento, CA 95814

Ann-Marie Gabel, Vice President

Long Beach Community College District
4901 East Carson Street

Long Beach, CA 90808

4

U.S. MAIL: | am familiar with the business
practice at SixTen and Associates for the
collection and processing of
correspondence for mailing with the
United States Postal Service. In
accordance with that practice,
correspondence placed in the internal mail
collection system at SixTen and
Associates is deposited with the United
States Postal Service that same day in the
ordinary course of business.

OTHER SERVICE: | caused such
envelope(s) to be delivered to the office of
the addressee(s) listed above by:

(Describe)

FACSIMILE TRANSMISSION: On the
date below from facsimile machine
number (858) 514-8645, | personally
transmitted to the above-named person(s)
to the facsimile number(s) shown above,
pursuant to California Rules of Court
2003-2008. A true copy of the above-
described document(s) was(were)
transmitted by facsimile transmission and
the fransmission was reported as
complete and without error.

A copy of the transmission report issued
by the transmitting machine is attached to
this proof of service.

PERSONAL SERVICE: By causing a true
copy of the above-described document(s)
to be hand delivered to the office(s) of the
addressee(s).

| declare under penalty of perjury under the laws of the State of California that the
foregoing is true and correct and that this declaration was executed on August 10, 2009,
at Sacramento, California.

/%/”7?\

Kyle M. Peters—’
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Daniels v. Department of Motor Vehicles (1983) 33 Cal.3d 532, 189 Cal.Rptr.
512; 658 P.2d 1313

[L.A. No. 31586. Supreme Court of California. March 10, 1983.]

WILFRED ANTHONY DANIELS, Plaintiff and Appellant, v. DEPARTMENT OF MOTOR VEHICLES, Defendant and
' Respondent :

(Opinion by Broussard, J., expressing the unanimous views of the court.) [33 Cal.3d 533]

COUNSEL
James Gaus for Plaintiff and Appellant.

Seorge Deukmejian, Attorney General, and Thomas Scheerer, Deputy Attorney General, for Defendant and Respondent.

JDPINION

3ROUSSARD, J.

n this appeal we consider whether an accident report filed pursuant to Vehicle Code section 16000 fin. 1 is sufficient

vithout additional evidence to support the suspension of a driver's license in a formal Department of Motor Vehicles
D.M.V.) hearing.

1 May 1979, the D.M.V. received what is known as an SR 1 report fn. 2 completed and signed by Carlita Lynn Dorham.
he report described an accident [33 Cal.3d 535] that allegedly occurred April 25, 1979, involving a vehicle owned and
perated by Dorham and another vehicle owned and operated by licensee Daniels.

n October 10, 1979, the D.M.V. issued an order of suspension of Daniels' driver's license for his failure to file an accident
port and proof of financial responsibility. Daniels requested a formal hearing pursuant to section 16075. At the hearing,

e referee produced and received into evidence the SR 1 report. The attorney for Daniels objected to the report on the
ounds that it contained hearsay and that it had not been authenticated. The objection was overruled on the theory that the
port was admissible under section 14108, which provides that at formal hearings "... the department shall consider its
ficial records and may receive sworn testimony ...."

wniels was called as a witness by the referee, but on advice of counsel, refused to respond when asked whether he was
solved in the accident. He asserted that testifying would tend to incriminate him in the commission of a crime.

e referee found that Daniels had been in an accident involving property damage in excess of $350, and that he did not
ve insurance or other type of financial responsibility covering the accident in effect at the time that it occurred.

'lowing the recommendation of the referee, the D.M.V. issued its order of suspension January 28, 1980. Daniels' petition
writ of mandate was denied by the superior court. The Court of Appepigeversed.
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The events underlying the companion case of Himelspach v. Department of Motor Vehicles (1983) post, at page 542 [189
Cal.Rptr. 518, 658 P.2d 1319), are procedurally similar except that Himelspach did not personally attend the formal hearing.
However, she was represented by counsel who, coincidentally, is the same attomey who represents Daniels. The Court of
Appeal affirmed the superior court's denial of a petition for writ of mandate. We granted a hearing to resolve the conflicting

decisions of the Courts of Appeal.

The California Financial Responsibility Law (Veh. Code, § 16000 et seq.) requires drivers of motor vehicles to be self-

"insured, to have insurance, or to be otherwise financially responsible for damages caused by accidents. A driver involved in
an accident causing property damage over $500 (formerly $350) or death or personal injury must report such accident to the
D.M.V. on an approved SR 1 report form. Failure to report an accident covered by section 16000 results in a notice of intent
to suspend. The notice advises the driver or owner of his or her right to a formal or an informal hearing on the matter. (See
§§ 14100 et seq. and 16075.) Those sections provide the procedural parameters [33 Cal.3d 536] for the hearing. Those
procedural matters not covered by the Vehicle Code are governed by the Administrative Procedure Act (Gov. Code, § 11500
et seq.; see Veh. Code, § 14112). The question in issue here is whether the procedure whereby the D.M.V. bases its order
suspending a license solely on the SR 1 report is authorized by statute and complies with the dictates of due process. For the
reasons that follow, we conclude that, when the licensee requests a hearing, the use of the SR 1 report as the sole basis for
suspension of a license under the Financial Responsibility Law is not authorized by statute. Because we so conclude, we do
not decide whether the procedure of basing suspensions solely on the SR 1 report violates due process.

[1] When an administrative agency initiates an action to suspend or revoke a license, the burden of proving the facts
necessary to support the action rests with the agency making the allegation. Until the agency has met its burden of going
forward with the evidence necessary to sustain a finding, the licensee has no duty to rebut the allegations or otherwise
respond. La Prade v. Dept. of Water & Power (1945) 27 Cal.2d 47, 51 [162 P.2d 13]; Parker v. City of Fountain Valley
(1981) 127 Cal.App.3d 99, 113 [179 Cal.Rptr. 351]; Martin v. State Personnel Bd. (1972) 26 Cal.App.3d 573 [103 Cal.Rptr.
306]. [2] The mere fact that the licensee has the right to subpoena witnesses (§ 14104.5) does not relieve the D.M.V. of
meeting its burden of producing competent evidence supporting a suspension. Thus, in this case, the licensee had no duty to
testify or otherwise rebut the allegations at the hearing until the D.M.V. made a prima facie showing by competent evidence
that the licensee was involved in an accident that required the filing of an SR 1 report.

[3] It is well recognized that the private interest at stake in this case -- the right to retain a driver's license absent competent
proof of a violation of the law -- is a substantial one. (Burkhart v. Department of Motor Vehicles (1981) 124 Cal.App.3d 99,
108 [177 Cal.Rptr. 175]; see Dixon v. Love (1977) 431 U.S. 105 [52 L.Ed.2d 172, 97 S.Ct. 1723].) Nevertheless, the
D.M.V. contends that the societal interest in having an expeditious and inexpensive hearing outwei ghs the interest of the
licensee. Whatever the weight given to the interest in an expeditious hearing, it is not so great as to allow the deprivation of
a property interest absent a showing by substantial competent evidence of facts supporting a suspension.

On this point, the United States Supreme Court has noted that the "assurance of a desirable flexibility in administrative
procedure does not go so far as to justify orders without a basis in evidence having rational probative force. Mere
uncorroborated hearsay or rumor does not constitute substantial evidence." (Edison Co. v. Labor Board (1938)305U.S. 197,
230 [83 L.Ed. 126, 140, 59 S.Ct. 206].) This court has also taken the position that "[t]here must be substantial evidence to
support such a board's ruling, and hearsay, unless [33 Cal.3d 537] specially permitted by statute, is not competent evidence
to that end. [Citations.]" (Walker v. City of San Gabriel (1942) 20 Cal.2d 879, 881 [129 P.2d 349, 142 A.L.R. 1383].) Thus,
the suspension in this case is invalid unless it can be said that the evidence produced at the hearing was legally sufficient to

support the findings.

[4] In this regard, two theories are advanced by the D.M.V. to support the use of the SR 1 report as the sole basis for
findings justifying a suspension. First, it is argued that the evidence falls within a statutory exception to the hearsay rule.
Second, even if the report is hearsay that would be inadmissible over objection in a civil action, it is specially permitted by

statute in suspension hearings.

"'Hearsay evidence' is evidence of a statement that was made other than by a witness while testifying at the hearing and that
is offered to prove the truth of the matter stated.” (Evid. Code, § 1200, subd. (a).) Unless otherwise provided by law, hearsay
zvidence is inadmissible. (Evid. Code, § 1200, subd. (b).) There is no dispute that the SR 1 report constitutes hearsay and
‘hat it would be inadmissible in a civil action unless it meets the requirements of a recognized exception to the hearsay rule,
The D.M.V. asserts that the report falls within the business record exception provided by Evidence Code section 1271. That
‘tatute makes admissible evidence of a writing made as a record of an event when (a) the writing was made in the regular
‘ourse of business; (b) the writing was made at or near the time of the act, condition or event, (c) the custodian or other
jualified witness testifies to its identity and the mode of its preparat'zrf @d (d) the source of information and method and

ime of preparation were such as to indicate its trustworthiness.
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Two of the four requirements of Evidence Code section 1271 are met in this case. The report was made shortly after the
accident, and the fact that the report is made under penalty of perjury and pursuant to a legal duty tends to indicate its
trustworthiness. However, the D.M.V. as custodian, upon receipt of the form, is in no position to testify to its identity and
the mode of its preparation. Most significant, though, is the fact that the report is not made in the regular course of business.

The D.M.V. argues that the report is made in the regular course of business because it is required by law (§ 16000) and "it is
the regular course of business for the Department of Motor Vehicles to receive such reports." This argurient, however,
misconstrues the nature of the first requirement of the business records exception. Although it may be the regular course of
business for the D.M.V. to receive the report, it undoubtedly is not in the regular course of business for the citizen author to
make to make such a report. And, it is this aspect of the report that bears on the trustworthiness factor contemplated by this
[33 Cal.3d 538] exception to the hearsay rule. Thus, we conclude that the SR 1 report does not meet the requirements of the

business record exception to the hearsay rule.

The D.M.V. argues, however, that even if the report is hearsay that would be inadmissible in a civil proceeding, the SR 1 is
an official record of the D.M.V. and that its admission in the suspension hearing is specially provided by statute.

The D.M.V. contends that the specific authority for use of the SR 1 report in a suspension hearing is found in the sections of
the Vehicle Code dealing with the procedure to be followed in formal and informal hearings. In particular, the D.M.V.
contends that the matter of admission of the SR 1 report is "covered" by section 14108, which provides in pertinent part that
at formal hearings "... the department shall consider its official records and may receive sworn testimony ...." Section 14112,
provides that "[a]ll matters in a formal hearing not covered by this chapter shall be governed, as far as applicable, by the '
provisions of the Government Code relating to administrative hearings ...."

If the matter is not "covered” by the Vehicle Code, the D.M.V. appears to concede that the issue is governed by Government
Code section 11513, which provides in relevant part that "[h]earsay evidence may be used for the purpose of supplementing
or explaining other evidence but shall not be sufficient in itself to support a finding unless it would be admissible over

objection in civil actions."

The question thus becomes whether the language "shall consider its official records” is a clear legislative authorization to
allow use of the report as the sole basis to support a license suspension. We conclude that section 14108, while allowing
consideration of the official records of the D.M.V., does not provide authority for allowing the SR 1 to form the sole basis

for a license suspension. fn. 3

The legislative mandate of Government Code section 11513 against sole reliance on hearsay evidence is emphatic; the
language of section 14108 fails to express a clear legislative intent to supersede section 11513. fn. 4 Unlike statutes [33
Cal.3d 539] that clearly authorize exceptions to the hearsay rule, fn. 5 section 14108 does not reflect any factors providing
the necessary competency, reliability, and trustworthiness that would transform the SR 1 report into legally sufficient
evidence. That the report is made an "official record" of the D.M.V. does not suffice to create a greater degree of
competency, reliability or trustworthiness in the preparation of the report. Particularly in this case, the form, as filed, lacks
the requisite assurance of reliability that must be demanded before it will support a finding. In this case, for example, there is
no claim of bodily injury. The section of the form providing for a "Cost Estimate by a Garageman" is incomplete. The
estimate by the author is of $400 damage, but there is no mention of any expert opinion or other basis for concluding that
there was in fact that amount of damage. The amount of property damage is crucial because no duty arises to prepare the
report or otherwise rebut the claim of facts authorizing suspension unless, in the absence of bodily injury, the amount of

damages exceeds the statutory trigger point.

The D.M.V. contends that the rationale of Burkhart v. Department of Motor Vehicles, supra, 124 Cal.App.3d 99, supports
reliance solely on the SR 1 report. In Burkhart the court held that the police officer's written statement admitted in a license
suspension hearing under the implied consent law (§ 13353) [33 Cal.3d 540] was sufficient in itself to support a finding of
failure to complete a chemical test, and that the procedure did not violate due process. Burkhart was arrested for driving
under the influence of alcohol. (§ 23102, subd. (a).) On the same date the arresting officer executed a swom statement under
section 13353 to the effect that Burkhart had refused to take any chemical test as required by that section. Upon notice of
ntent to suspend his license, Burkhart requested a hearing pursuant to section 14107. The hearing was postponed twice
>ecause of the failure of the arresting officer to appear, and finally an informal hearing was held without the presence of the
»fficer. At the hearing, the referee introduced the officer's sworn statement over objection of Burkhart's counsel. Burkhart
ind his wife contested several portions of the officer's statement; nevertheless, the referee found against Burkhart. The
wuperior court held that the officer's statement was not sufficient prima facie evidence of any matter as to which there is
.onflicting evidence. In holding to the contrary, the Court of AppealpeZ &nized that due process required a balancing test of
he various interests involved, but concluded that the presence of the officer would not substantially enhance the reliability
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of the hearing process, and the governmental interest and fiscal and administrative burdens involved outweighed requiring
the state to produce the officer at the hearing.

In reaching that conclusion, Burkhart relied on Fankhauser v. Orr (1968) 268 Cal.App.2d 418 [74 Cal.Rptr. 61]. The
Fankhauser court held that the report of the officer in an implied consent hearing was hearsay but that it was made
admissible by section 14108. However, Fankhauser was a case where the licensee testified at the hearing, and his testimony
supported the officer's written statement regarding probable cause to stop him and did not controvert the other averments of
the officer's sworn statement. (268 Cal. App.2d at p. 423.) In addition, Burkhart specifically recognized but refused to follow
contrary authority that declined to elevate the officer's written statement to the status of prima facie evidence if objected to
or in conflict with other evidence. (See August v. Department of Motor Vehicles (1968) 264 Cal. App.2d 52 [70 Cal.Rptr.

172]; Fallis v. Department of Motor Vehicles (1968) 264 Cal.App.2d 373 [70 Cal Rptr. 595].)

The court in August found that there was no dispute as to the existence of the facts upon which the D.M.V. suspended
August's license under section 13353, and that August had failed to object to the introduction of the officer's report or
request cross-examination of the officer at the informal hearing. Nevertheless, the court suggested that due process required
providing the right to cross-examination when the licensee requests a hearing and contests the evidence presented by the
agency. (264 Cal.App.2d at p. 60.) A stronger case for the right to cross-examine exists where, as here, the suspension is
based on the uncorroborated report of a citizen who by chance happens to be involved in an accident. [33 Cal.3d 541]

Assuming, arguendo, the viability of the conclusion of Burkhart in the implied consent context, that case does not
necessarily dispose of the question in this case. The result in Burkhart could be justified undeér the theory that the report filed
by an officer under section 13353 would qualify under Evidence Code section 1271 as a business record or under Evidence
Code section 1280 as an official record. Unlike the driver involved in an automobile accident, the statement under section
13353 is made by the officer in the regular course of his or her "business.” In addition, the officer's report is a writing "made
by and within the scope of duty of a public employee," and meets the other criteria of Evidence Code section 1280, and
would thus qualify under that statutory exception to the hearsay rule as well. Whether these distinctions justify sole reliance
on the officer's report in an implied consent hearing we need not now decide.

The SR 1 report filed in this case does not in itself reflect the competency, reliability, and trustworthiness necessary to
permit use of the report as the sole basis for a finding supporting a license suspension. In view of the importance of the right
affected and the lack of legislative authorization allowing sole reliance on the SR 1 report, we hold that, when the licensee
requests a hearing, the SR 1 report is in itself insufficient to establish a prima facie showing of the facts supporting the

suspension of a driver's license.

The judgment of the trial court is reversed and the cause is remanded to the trail court with directions to grant Daniels'
petition and issue a peremptory writ commanding the D.M.V. to set aside its order of suspension and proceed in accordance

with the views expressed herein.
Bird, C. J., Mosk, J., Richardson, J., Kaus, J., Reynoso, J., and Dalsimer, J., concurred.

FN 1. All statutory references are to the Vehicle Code unless otherwise noted. At the time of the accident, section 16000
provided: "The driver of a motor vehicle which is in any manner involved in an accident originating from the operation of a
motor vehicle on any street or highway which accident has resulted in damage to the property of any one person in excess of
three hundred fifty dollars ($350) or in bodily injury or in the death of any person shall within 15 days after the accident,
report the accident on a form approved by the department to the office of the department of Sacramento, subject to the
provisions of this chapter. A report shall not be required in the event that the motor vehicle involved in the accident was
owned or leased by or under the direction of the United States, this state, or any political subdivision of this state or
municipality thereof." Since the accident, the minimum monetary amount has been increased to $500.

FN 2. The report required to be filed by section 16000 is designated by the D.M.V. as an SR 1 report, and for convenience
shall be referred to as such in this opinion.

FN 3. The mere admissibility of evidence does not necessarily confer the status of "sufficiency” to support a finding absent
other competent evidence. "Admissibility is not the equivalent of evaluation; the former makes certain concessions in the
interest of full and complete discovery while the latter, in the interest of fairness, withholds legal sanction to evidence found
not to be trustworthy. Unlike the common practice in judicial proceedings, the fact that evidence may be admissible does not
‘herefore guarantee the sufficiency of such evidence to sustain a finding." (Collins, Hearsay and the Administrative Process:
A Review and Reconsideration of the State of the Law of Certain E@QJf#@iary Procedures Applicable in California
Administrative Proceedings (1976) 8 Sw.U.L.Rev. 577, 591 (hereafter cited as Hearsay and the Administrative Process).)
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FN 4. Other statutory schemes authorizing admission of hearsay evidence in administrative hearings do so unequivocally.
For example, the statutes governing procedure in a workers' compensation hearing quite specifically authorize the admission
and sufficiency of certain evidence. Labor Code section 5703 provides: "The appeals board may receive evidence either at
or subsequent to a hearing, and use as proof of any fact in dispute, the following matters, in addition to sworn testimony

presented in open hearing:

"(a) Reports of attending or examining physicians.

"(b) Reports of special investigators appointed by the appeals board or a referee to investigate and repbrt upon any scientific
or medical question. '

"(c) Reports of employers, containing copies of timesheets, book accounts, reports, and other records properly authenticated.
"(d) Properly authenticated copies of hospital records of the case of the injured employee.
"(e) All publications of the Division of Industrial Accidents.

"(f) All official publications of state and United States governments.

"(g) Excerpts from expert testimony received by the appeals board upon similar issues of scientific fact in other cases and
the prior decisions of the appeals board upon such issues." (Italics added.)

Labor Code section 5708 provides: "All hearings and investigations before the appeals board or a referee are governed by
this division and by the rules of practice and procedures adopted by the appeals board. In the conduct thereof they shall not
be bound by the common law or statutory rules of evidence and procedure, but may make inquiry in the manner, through
oral testimony and records, which is best calculated to ascertain the substantial rights of the parties and carry out justly the
spirit and provisions of this division. All oral testimony, objections, and rulings shall be taken down in shorthand by a

competent phonographic reporter.” (Italics added.)

Labor Code section 5709 provides: "No informality in any proceeding or in the manner of taking testimony shall invalidate
any order, decision, award, or rule made and filed as specified in this division. No order, decision, award, or rule shall be
invalidated because of the admission into the record, and use as proof of any fact in dispute, of any evidence not admissible
under the common law or statutory rules of evidence and procedure.” (Italics added.) Even in this context, however, the
"use" of hearsay evidence does not necessarily sanction sole reliance on uncorroborated hearsay. (See Hearsay and the

Administrative Process, supra, fn. 132 at p. 603.)

FN 5. See, for example, Evidence Code section 1271 (business records); Evidence Code section 1280 (official records);
Evidence Code section 1220 (admissions of a party); Evidence Code section 1240 (spontaneous statements).
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Evelyn, Inc., v. California Emp. Stab. Com. , 48 Cal.2d 588

[Sac. No. 6673. In Bank. May 24, 1957.]

EVELYN, INCORPORATED (a Corporation) et al., Appellants, v. CALIFORNIA EMPLOYMENT STABILIZATION
: COMMISSION et al., Respondents.

COUNSEL

Homer E. Geis and Robert A. Waring for Appellants.

Edmund G. Brown, Attorney General, Irving H. Perluss, Assistant Attorney General, and William L. Shaw, Deputy
Attorney General, for Respondents.

OPINION
SHENK, J.

This is an appeal by the plaintiffs from a judgment for the defendants in an action to recover unemployment insurance taxes
paid under protest.

The plaintiff corporation, Evelyn, Incorporated, was organized in 1939 and the plaintiffs Evelyn Morris and Emest Goveia
became the sole stockholders. Thereafter, and during [48 Cal.2d 590] the years involved, 1942 through 1945, they
conducted a dry cleaning business. They were elected as officers of the corporation and operated and managed the business
by mutual consent, but the usual corporate meetings were not held, nor were the usual corporate records maintained.
However, the corporate franchise tax and both state and federal corporate income taxes were paid each year. No salaries or
dividends were officially declared, but the stockholders withdrew profits on an agreed basis and advanced personal funds
when necessary to maintain the business. Both business and personal bills were paid from the business income. A payroll
account was kept but the names of neither Ernest Goveia nor Evelyn Morris appeared thereon. However, in filing federal
income withholdings and social security returns, the corporation made payments in behalf of Mr. Goveia and Mrs. Morris as

if they were employees.

Prior to 1946 the corporation made no state unemployment insurance tax returns, but beginning that year returns were made
in which Mr. Goveia and Mrs. Morris were named as employees. In 1950 a deficiency assessment was imposed by the
defendant California Employment Stabilization Commission for unemployment insurance contributions for the years 1942
through 1945, During the entire period involved an employer must have had a minimum of four employees in order to be
subject to the provisions of the Unemployment Insurance Law. (Unemployment Insurance Act, § 9, as amended Stats. 1937,
ch. 740, § 1, p. 2055; Stats. 1945, ch. 545, § 1, p. 1082, ch. 942, § 1, p. 1776.) Unless Mr. Goveia and Mrs. Morris are to be
considered as employees during that period the corporation did not have four employees and the assessment was improperly

levied.

[1] The trial court found that "each of Goveia and Morris received compensation from the corporation for their services; that
such compensation received by Goveia and Morris from the corporation is wages. ..." This finding is supported by
substantial evidence and the court properly concluded that the compensation received constituted "wages with reference to
the provisions of the Unemployment Insurance Act and subject to tax or contribution under the said Act." To hold now as a
matter of law that Mr. Goveia and Mrs. Morris were not employees would be to disregard the corporate entity to suit the
convenience and purpose of the stockholders. [2] Certainly they s&oélanot be permitted to assert the employer-employee
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relationship in seeking benefits conferred by law, including coverage under the federal social security program [48 Cal.2d
591] and at the same time to deny the existence of such a relationship in order to avoid obligations imposed by other laws.
(See Higgins v. Smith, 308 U.S. 473, 477 [60 S.Ct. 355, 84 L.Ed. 406]; California Emp. Com. v. Butte County etc. Assn., 25

Cal.2d 624, 636- 637 [154 P.2d 892].)

The plaintiffs next contend that the assessment or at least a portion thereof was barred by the statute of limitations. As
stated, the tax was assessed in 1950 for taxes due for the years 1942 through 1945. The law in effect prior to September 15,
1945, provided for an assessment against employer units which had failed to make the required returns, but limited such
assessments as follows: "... provided, that in the absence of an intent to evade the provisions of this act such assessment
must be made and notification given to the employer as hereinafter provided within three years from the date on which the
contribution liability included in the assessment became due." (Gen. Laws, Act 8780d, § 45.5; Stats., 1943, p. 3054.) In
1945 section 45.5 was amended, effective September 15, 1945, to provide in subparagraph (f) as follows: "Except in the
case of failure without good cause to file a return, fraud or intent to evade this act or the authorized rules and regulations,

every notice of assessment shall be made within three years. ..." (Stats. 1945, p. 1097.)

As no intent to evade was put in issue it appears that under the 1943 Act a three year statute of limitation would have been in
effect. [3] But under the 1945 Act there is no limitation on assessments for those delinquencies due, among other things, to a
"failure without good cause to file a return.” In the present case the trial court expressly found that there was no good cause
why the plaintiff corporation failed to file a return. The plaintiffs contend that good cause exists for their failure and they
refer to decisions which define "good cause" as to applications such as here not involved. The record in this case reveals no
set of circumstances which would justify a finding of good cause for failure to file the returns. A bona fide but mistaken
belief that the law does not require a particular course of conduct does not constitute good cause for a failure to comply

therewith.

From the foregoing it is apparent that if the 1943 Act is applicable to any portion of the period in question, the assessment
cannot be enforced as to that portion. But if the 1945 Act is applicable to all or any portion of the period, that portion of the
assessment to which the act applies can and should be enforced. [48 Cal.2d 592] .

Under the provisions of the acts both before and after September 15, 1945, the contributions required from an employer

subject to the tax became due on the first day of the calendar month following the close of each calendar quarter. (Stats.

1943, p. 3037; Stats. 1945, p. 1095.) It is clear, therefore, that the contribution becoming due on the first day of October,
1945, for the third calender quarter in 1945, and the contribution becoming due on the first day of January, 1946, for the
fourth calendar quarter of 1945, were subject to the 1945 act and the assessment was properly levied as to those

contributions.

The theory by which the defendants seek to make the 1945 act applicable to the remainder of the assessment is that before
any action is barred by the statute the Legislature has the power to extend the period prescribed therein. [4] The extension of
the statutory period within which an action must be brought is generally held to be valid if made before the cause of action is
barred. (Weldon v. Rogers, 151 Cal. 432 [90 P. 1062].) The party claiming to be adversely affected is deemed to suffer no
injury where he was under an obligation to pay before the period was lengthened. This is on the theory that the legislation
affects only the remedy and not a right. (Mudd v. McColgan, 30 Cal.2d 463 [183 P.2d 10]; Davis & McMillan v. Industrial
Acc. Com. 198 Cal. 631 [246 P, 1046, 46 A.L.R. 1095]; 31 Cal.Jur.2d 434.) An enlargement of the limitation period by the
Legislature has been held to be proper in cases where the period had not run against a corporation for additional franchise
taxes (Edison Calif. Stores, Inc. v. McColgan, 30 Cal.2d 472 [183 P.2d 16]), against an individual for personal income taxes
(Mudd v. McColgan, supra, 30 Cal.2d 463), and against a judgment debtor (Weldon v. Rogers, supra, 151 Cal. 432). [5] It
has been held that unless the statute expressly provides to the contrary any such enlargement applies to matters pending but

not already barred. (Mudd v. McColgan, supra, 30 Cal.2d 463.)

The foregoing statement of the law is not disputed by the plaintiffs. They contend, however, that the change was more than a
mere extension of the period of time in which an assessment might be levied; that the change required that the corporation
be able to establish that it had good cause for not filing a return; that while it might have been able to show good cause had it
been required to do so during the period in question it could not conveniently do so at the time of the assessment and after
the events which gave rise to the obligation; that the change therefore constituted the creation of new [48 Cal.2d 593]
obligations and the imposition of new duties, the exaction of new penalties not specifically provided for in the new
legislation and the impairment of vested rights which they might assert in an action for the recovery of the assessment.

It should be borne in mind that the obligation which the commission sought to enforce was not one which arose out of the
1945 Act in altering the applicable statute of limitations, but rather one which arose out of provisions of the Unemployment
Insurance Act existing at the time the corporation failed to comply therewith. [6] And where, as here, the Legislature
properly could have extended the period of limitations as to all obligations surviving on September 15, 1945, certainly it
could have imposed a less onerous burden on those obligors by %i,iing a means of escape to those who had good cause
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for their failure to comply with existing law. The plaintiffs cannot be heard to complain that because they now can make no
showing of good cause they have thus been deprived of vested rights which would enable them to successfully maintain this
action. They were never possessed of rights, vested or otherwise, which were entitled to the protection asserted by the
plaintiffs. Furthermore, no showing is made by them as to the manner in which the corporation's failure to comply with the
law might have been justified at the time the obligations were incurred, or why such a showing became an added burden by

lapse of time.

The plaintiffs seek to establish the impropriety of the assessment for the first two calendar quarters of 1942 for an additional
reason. They contend that the contributions for those quarters became due on the first days of April and July of that year.
(See Stats. 1943, p. 3037.) It may be assumed that in such a case the three year period of limitations would have run prior to
the effective date of the 1945 Act on September 15 of that year and the collection of the amounts due would have been
barred. [7] The commission contends, however, that the contributions for those two calendar quarters did not become due
until after the 15th day of September, 1942, and that the obligations still survived at the time the period was extended on the
15th day of September, 1945. This contention is based on provisions of the law which define employers subject to the
Unemployment Insurance Act, and it is claimed that the plaintiff corporation did not become subject to the act until the 20th
of September, 1942, for all prior contributions otherwise due for the year 1942. [48 Cal.2d 594]

Section 9 of the Unemployment Insurance Act as it read prior to September 15, 1945, provided that " 'Employer' means: (a)
Any employing unit, which for some portion of a day, ... in each of twenty different weeks, whether or not such weeks are or
were consecutive, has within the current calendar year or had within the preceding calendar year in employment four or
more individuals, irrespective of whether the same individuals are or were employed in each such day. ..." (Stats. 1937, p.
2055.) It appears from the record that the plaintiff corporation completed its 20th week of qualifying employment on
September 20, 1942. There is nothing to indicate that prior to that time the corporation was an employer subject to the tax.
Accordingly, it could not have incurred any tax liability prior to that time, and on the first days of the months following the
first two calendar quarters in 1942 no tax could have become due and payable on which the statute might have run. The
plaintiffs claim that the corporation was qualified from the beginning of the year 1942 because of its employment record in
the prior calendar year. But there is no evidence to show the corporation's employment record in 1941, and the plaintiffs
were required to make such a showing if reliance were to be placed thereon as controlling.

It is contended by the plaintiffs that the provision relied on by the commission is one dealing only with the definition of
"employer" and has no bearing on the question of when a contribution becomes due and payable. The contention may not be
sustained. Obviously a contribution cannot become due and payable from a corporation before it qualifies as an employer. A
construction in accord with this view was incorporated by the Employment Commission in its rule 37.6, wherein it was
provided: "An employing unit upon becoming a subject employer during any calendar year shall file with the Commission
within fifteen days thereafter, quarterly contributions and earnings reports for each completed quarter in that calendar year.

"Contributions for these quarters are due at the end of the quarter in which the employer became subject. ..." (Rules and
Regulations on the California Unemployment Insurance Act, Rule 37.6 [1940].) The Employment Commission was
expressly authorized to "adopt, amend or rescind regulations for the administration of this act. ..." (Stats. 1939, p. 3007.) The

foregoing rule would appear to be within the power thus granted.

In recognition of the weight which may be accorded administrative [48 Cal.2d 595] interpretations and practices, as well as
the plain meaning of the statutory language itself, it must be concluded that contributions from the plaintiff corporation for
the first two calendar quarters of 1942 did not become due and payable until after the 20th of September, 1942; that the three
-year period of the statute of limitations had not expired on the 15th day of September, 1945, as to those contributions, and
that the period was properly extended as to contributions for those quarters as well as all other quarters involved in the

assessment.

The judgment is affirmed.
Gibson, C.J., Carter, J., Traynor, J., Schauer, J., Spence, J., and McComb, J., concurred.
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Life Savings Bank v. Wilhelm (2000) 84 Cal.App.4th 174, 100 Cal.Rptr.2d
657

[No. E025950. Fourth Dist., Div. Two. Oct. 13, 2000.]

LIFE SAVINGS BANK, Plaintiff and Appellant, v. TOM F. WILHELM et al,, Defendants and Respondents.
(Superior Court of Riverside County, No. 91285, Lawrence W. F ry, Judge.)

(Opinion by Ramirez, P. J., with McKinster and Gaut, JJ., concurring.)

COUNSEL
Hemar & Rousso and Kenneth G. Lau for Plaintiff and Appellant.

Law Offices of Thurman W. Arnold III, Thurman W. Arnold IIT; and Timothy L. Ewanyshyn for Defendants and
Respondents. [84 Cal.App.4th 175]

OPINION

RAMIREZ, P. J.-

Plaintiff Life Savings Bank (Life) appeals from an order of the trial court denying its request for relief from mistake,
inadvertence [84 Cal.App.4th 176] and/or excusable neglect under Code of Civil Procedure section 473. fn. 1 Life missed
the filing deadline provided in section 726, subdivision (b), for its application for a hearing to determine the fair value of
real property after a foreclosure sale in order to obtain a money judgment for the deficiency. Concurrently with filing its late
application, Life filed a motion under section 473 for relief from its tardy filing. The trial court held that section 726,
subdivision (b)'s three-month period for filing an application for a fair value hearing is essentially a statute of limitations and
therefore relief under section 473 was not available. The trial court refused to hear Life's section 473 motion for relief on its
merits and, finding it moot, declined to hear the application for a fair value hearing. Life appeals, claiming that the trial court
erred in refusing to hear its motion for relief under section 473 on its merits, because section 726, subdivision (b) is merely a

procedural time line and does not act as a statute of limitations.

Facts and Procedural History

On November 25, 1992, Life entered into two promissory notes with defendants Tom F. Wilhelm and Teresa A. Felix
Wilhelm (the Wilhelms), whereby Life agreed to loan them a total of $1 84,000. Each loan was secured by a deed of trust on
a separate parcel of improved real property. The Wilhelms defaulted on their notes and Life filed an action for judicial
foreclosure on September 6, 1996. On December 16, 1997, the parties entered into a stipulation for entry of judgment of
judicial foreclosure. The trial court entered judgment based upon the stipulation the same day. Both the stipulation and the
judgment indicate that the Wilhelms agree that they are personally liable for the payment of the amounts secured by the
deeds of trust and that a deficiency judgment may be ordered against them.

On July 14, 1998, Life filed a writ of sale for the real property. Then, on April 8, 1999, the sheriff's sale took place. Life was
the highest bidder and obtained the properties for a total of $170,000. On July 19, 1999, Life concurrently filed a motion to
allow it to have a hearing on its tardy application for a fair value hearing, as well as the application for the fair value hearing
itself. As indicated above, the trial court found that because sectioigé subdivision (b) imposed a statute of limitations,
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Life could not seek relief under section 473. The trial court therefore declined to rule on the merits of the section 473 motion
and declined to rule on the application for a fair value hearing. This appeal followed.

Discussion

[1a] Section 473 allows a court, in its discretion, to relieve a party from "a judgment, dismissal, order, or other proceeding
taken against him or her [84 Cal.App.4th 177] through his or her mistake, inadvertence, surprise, or excusable

neglect." (Jd., subd. (b).) However, section 473 does not provide relief from such errors that result in the running of the
applicable statute of limitations. (Carlson v. Department of Fish & Game (1998) 68 Cal.App.4th 1268, 1279 [80 Cal.Rptr.2d
601}; Castro v. Sacramento County Fire Protection Dist. (1996) 47 Cal.App.4th 927, 929, 934 [55 Cal.Rptr.2d 193].)

Section 726, subdivision (b) provides, in part, that "[i]n the event that a deficiency is not waived or prohibited and it is
decreed that any defendant is personally liable for the debt, then upon application of the plaintiff filed at any time within
three months of the date of the foreclosure sale and after a hearing thereon at which the court shall take evidence and at
which hearing either party may present evidence as to the fair value of the real property or estate for years therein sold as of
the date of sale, the court shall render a money judgment against the defendant or defendants for the amount by which the
amount of the indebtedness with interest and costs of levy and sale and of action exceeds the fair value of the real property
or estate for years therein sold as of the date of sale." It is undisputed that Life did not file its application for a fair value
hearing until July 19, 1999, some 11 days after the expiration of the three-month period allowed by section 726. The sole
issue on appeal is whether the three-month period acts as a statute of limitations such that no relief can be had under section
473 for mistake, inadvertence or excusable neglect. This being a pure question of law, we review the trial court's decision de
novo. (California Teachers Assn. v. San Diego Community College Dist. (1981) 28 Cal.3d 692, 699 [170 Cal.Rptr. 817, 621
P.2d 856]; Diamond Benefits Life Ins. Co. v. Troll (1998) 66 Cal.App.4th 1, 5 [77 Cal Rptr.2d 581].)

[2] A statute of limitation prescribes the time period beyond which suit may not be brought. (Utah Property & Casualty Ins.
etc. Assn. v. United Services Auto. Assn. (1991) 230 Cal.App.3d 1010, 1025 [281 Cal.Rptr. 917].) Statutes of limitations are
distinguished from procedural limits governing the time in which parties must do an act because they fix the time for
commencing suit. (3 Witkin, Cal. Procedure (4th ed. 1996) Actions, § 418, p. 527.) [1b]The question we must consider,
therefore, is whether section 726, subdivision (b) fixes the time in which a party may bring an action. Our reading of the
plain language of the statute causes us to conclude that it does. A party who is entitled to seek a deficiency judgment must
file an application within three months of the foreclosure sale or no money judgment for a deficiency can be obtained. (§

726, subd. (b).)

In reaching our conclusion we are supported by cases that have interpreted section 580a as constituting a statute of
limitations. (See, e.g., Citrus State [84 Cal.App.4th 178] Bank v. McKendrick (1989) 215 Cal.App.3d 941, 943 [263
Cal.Rptr. 781]; California Bank v. Stimson (1949) 89 Cal.App.2d 552 [201 P.2d 39]; Ware v. Heller (1944) 63 Cal. App.2d
817, 823-825 [148 P.2d 410].) As does section 726, subdivision (b), which applies to judicial foreclosures, section 580a
provides that in the case of nonjudicial foreclosures, a creditor seeking a money judgment for a deficiency must bring an
action seeking a deficiency judgment within three months of the sale of the security. (See Citrus State Bank v. McKendrick,
supra, 215 Cal.App.3d at p. 945 [§§ 580a and 726 both limit the time in which to seek a deficiency judgment to three
months after foreclosure sale] and Coppola v. Superior Court (1989) 211 Cal.App.3d 848, 863, fn. 8 [259 Cal.Rptr. 811]
[time bar in § 580a for nonjudicial foreclosure has its equivalent for judicial foreclosure in § 726, subd. (b)].) Further, the
fact that the policies behind the two sections, and indeed the entire statutory scheme regarding the foreclosure of mortgages,
are the same, bolsters the conclusion that they should be interpreted in a similar fashion. Essentially they both seek to lighten
the burden of trust debtors and to prevent excessive recoveries by secured creditors. (Kirkpatrick v. Westamerica Bank
(1998) 65 Cal.App.4th 982, 986-987 [76 Cal.Rptr.2d 876); Citrus State Bank v. McKendrick, supra, 215 Cal.App.3d at p.
947; Roseleaf Corp. v. Chierighino (1963) 59 Cal.2d 35, 40 [27 Cal.Rptr. 873, 378 P.2d 97); California Bank v. Stimson,

supra, "89 Cal.App.2d at pp. 554-555.)
Thus, we conclude that section 726, subdivision (b) provides a three-month statute of limitations in which a party seeking a

deficiency judgment must file an application for a fair value hearing and a determination of the amount of the deficiency.
The trial court did not err in holding that Life was not entitled to seek relief under section 473 for its failure to meet the three

-month deadline.

Life argues that section 726, subdivision (b) cannot be construed as a statute of limitations because a judgment in a judicial
foreclosure is a multipart judgment comprised of both the judgment for the sale of the security and the judgment for the
deficiency. Therefore, the three-month period is merely "intended to provide administrative convenience and expediency to
the process of completing an already pending judicial foreclosure action ...." (Italics omitted.) Life argues that this
distinguishes section 726, subdivision (b) from section 580a, because the latter applies to the initial court action, while the
former applies when an action for foreclosure has already been initiated. We disagree.

286
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Rather than comprising separate "judgments" to a single action, we hold that, for purposes of the statutes of limitations that
apply to them, a judgment for judicial foreclosure, which includes a determination that a party has the [84 Cal.App.4th 179]
right to seek a deficiency, and the deficiency judgment itself are the product of separate actions. Indeed, contrary to Life's
argument, a deficiency judgment is not a necessary part of an action for judicial foreclosure. (See, e.g., Ware v. Heller,
supra, 63 Cal. App.2d at p. 823 [while action to recover deficiency is founded on instrument secured by a deed of trust,
action to recover deficiency may not be maintained until after security is exhausted].) A deficiency judgment need only be
sought if the proceeds of the judicial foreclosure are insufficient to cover the secured obligation. Logically then, an action
seeking a deficiency is separate from an action seeking the sale of security through judicial foreclosure.

Life cites Korea Exchange Bank v. Yang (1988) 200 Cal.App.3d 1471 [246 Cal.Rptr. 619] in support of its claim that an
action for a deficiency is not a separate action. While the court in that case did refer to the deficiency action as a "motion,"
and concluded that notice of the deficiency "motion" need not be given to debtors whose default was taken in the foreclosure
action, it did not hold that the deficiency action was part of the judicial foreclosure action, nor did it hold that section 726,

subdivision (b) was not a statute of limitations.

Life also cites United California Bank v. Tijerina (1972) 25 Cal.App.3d 963 [102 Cal.Rptr. 234], wherein the court referred
to actions under section 726 as two-stage proceedings. In that case, a debtor failed to disclose the existence of additional
security in the foreclosure action and the creditors obtained a judgment indicating they were entitled to seek a deficiency
judgment. The court held that the debtor was precluded from asserting the defense of failure to exhaust all security first in
the deficiency action because the issues of waiver and the creditor's right to seek a deficiency had already been adjudicated
in the foreclosure action. (Zd. at pp. 968-969.) Again however, that court did not hold that the action for the deficiency
judgment was part of the foreclosure action and did not consider, and thus reached no conclusion on whether section 726,
subdivision (b) acts as a statute of limitations on obtaining a deficiency judgment.

Life also argues that the fact that the trial court retains jurisdiction during the period authorized for a redemption under
section 729.010 et seq. necessarily requires us to find that the three-month limit was not meant to be a statute of limitations.
We are not persuaded. The debtor's right to redeem is a right related to the foreclosure sale and is entirely separate from the
creditor's right to obtain a deficiency judgment. Life has provided no authority, nor are we aware of any, for the proposition
that the court cannot maintain jurisdiction over the former, yet lose jurisdiction over matters concerning the latter. [84

Cal.App.4th 180]

Life argues that section 726, subdivision (b) cannot be a statute of limitations because the court in Florio v. Lau (1998) 68
Cal.App.4th 637 [80 Cal.Rptr.2d 409] held that it was superseded by another conflicting statute. To the contrary, the court in
Florio did not find the relevant statutes to be in conflict. Rather, it held that in cases involving mixed collateral of both
personal and real property, the three-month limitation period in section 726, subdivision (b) does not apply at all. (68

Cal.App.4th at pp. 646-653.)

Finally, both Life and the Wilhelms advance several equitable points, which they argue support a finding in their favor.
However, these equitable considerations do not apply in determining whether or not the three-month period in section 726,
subdivision (b) is a statute of limitations. They would only apply if we determined that it was necessary to remand the case
for a hearing on Life's motion for relief under section 473, and then would have to be determined by the trial court. Having
determined that Life is not entitled to seek relief under section 473, there is no need for us to remand the case to the trial

court, and no reason for us to consider the equitable arguments further.

Disposition

The trial court's order is affirmed. Defendants to recover their costs on appeal.

McKinster, J., and Gaut, J., concurred.

EN 1. All further statutory references are to the Code of Civil Procedure.
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City of Long Beach v. Department of Industrial Relations (2004)34 Cal.4th
942 , -- Cal.Rptr.3d --; -- P.3d --
[No. S118450. Dec. 20, 2004.]

CITY OF LONG BEACH, Plaintiff and Respondent, v. DEPARTMENT OF INDUSTRIAL RELATIONS, Defendant and
Appellant,

(Superior Court of Los Ahgeles County, No. BS072516, David P. Yaffe, Judge.)
(The Court of Appeal, Second Dist., Div. Seven, No. B159333, 110 Cal. App.4th 636.)

(Opinion by Chin, J., with George, C. J., Baxter, J., Werdegar, J., Brown, J., and Moreno, J., concurring, Dissenting opinion
by Kennard, J. (see p. 954).)

COUNSEL

John M. Rea, Chief Counsel, Vanessa L. Holton, Acting Chief Counsel, Steven A. McGinty, Assistant Chief Counsel, Sarah
L. Cohen, Acting Assistant Chief Counsel, and Anthony Mischel, Staff Counsel, for Defendant and Appellant.

Althshuler, Berzon, Nussbaum, Rubin & Demain, Stephen P. Berzon, Scott A. Kronland, Dorothea K. Langsam and Victor
M. Ortiz-de-Montellano for The State Building and Construction Trades Council of California, AFL-CIO as Amicus Curiae

on behalf of Defendant and Appellant.

Cox, Castle & Nicholson, John S. Miller, Jr., and Dwayne P, McKenzie for Center for Contract Compliance as Amicus
Curiae on behalf of Defendant and Appellant.

Weinberg, Roger & Rosenfeld, Sandra Rae Benson, Ellyn Moscowitz and M. Suzanne Murphy for California
Apprenticeship Coordinators Association, et al., as Amici Curiae on behalf of Defendant and Appellant,

Bill Lockyer, Attorney General, Manuel M. Medeiros, State Solicitor General, Andrea Lynn Hoch, Chief Assistant Attorney
General, Louis R. Mauro, Assistant Attorney General, and Douglas J. Woods, Deputy Attorney General, as Amici Curiae on

behalf of Defendant and Appellant.
Simpson, Garrity & Innes, Paul V. Simpson and Ronald A. Johnstone for Engineering & Utility Contractors Association as
Amicus Curiae on behalf of Defendant and Appellant.

Robert E. Shannon, City Attorney, Daniel S. Murphy, Principal Deputy City Attorney, and Michelle Gardner, Deputy City

Attorney, for Plaintiff and Respondent.

Rutan & Tucker, M. Katherine Jenson and Mark J. Austin for 44 California Cities and The League of California Cities as
Amici Curiae on behalf of Plaintiff and Respondent.

Nick Cammarota for California Building Industry Association as Amicus Curiae on behalf of Plaintiff and Respondent.

Atkinson, Andelson, Loya, Ruud & Romo, Robert Fried, Thomas A. Lenz and Aljce K. Conway for Associated Builders &
Contractors of Southern California, Inc., as Amicus Curiae on behﬁ@bﬂaintiff and Respondent.
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Case, Knowlson, Jordan & Wright, Michael F. Wright and Armen Tamzarian for M&H Realty Partners I'V L.P. as Amicus
Curiae on behalf of Plaintiff and Respondent.

Stanton, Kay & Watson and James P. Watson for Foundation for Fair Contracting as Amicus Curiae.

Davis, Cowell & Bowe, John J. Davis, Jr., and Andrew J. Kahn for Northern California Mechanical Contractors
Association, Los Angeles Chapter National Electrical Contractors Association, Air Conditioning, Refrigeration and
Mechanical Contractors Association of Southern California, California Plumbing and Mechanical Contractors Association,
California Sheet Metal Contractors National Association and Associated Plumbing and Mechanical Contractors Association

as Amici Curiae. [34 Cal.4th 946]
OPINION

CHIN, J.-

[1] In this case, we address the application of the state's prevailing wage law (PWL; see Lab. Code, § 1770 et seq.) fn. 1 to
private construction of a § 10 million animal control facility in Long Beach (the City). The Society for the Prevention of
Cruelty to Animals of Los Angeles (SPCA-LA) built the facility, but it was partly funded by a § 1.5 million grant from the
City that was expressly limited to project development and other preconstruction expenses. Section 1771 requires that
"workers employed on public works" be paid "not less than the general prevailing rate of per diem wages for work of a
similar character in the locality in which the public work is performed ... ."

When the present contract was executed in 1998, "public works" was defined as including "[c]onstruction, alteration,
demolition, or repair work done under contract and paid for in whole or in part out of public funds ..." (§ 1720, subd. (a),
italics added.) As we observe, affer the agreement was executed, and after the City's grant money was used for
preconstruction expenses, a 2000 amendment to section 1720, subdivision (a)(1), was adopted to include within the word
“construction” such activities as "the design and preconstruction phases of construction," including "inspection and land

surveying work," items the City partly funded in this case.

[2] We first consider whether the project here is indeed a "public work" within the meaning of section 1771 and former
section 1720. We will conclude, contrary to the Court of Appeal, that under the law in effect when the contract at issue was
executed, a project that private developers build solely with private funds on land leased from a public agency remains
private. It does not become a public work subject to the PWL merely because the City had earlier contributed funds to the
owner/lessee to assist in [34 Cal.4th 947] defraying such "preconstruction” costs or expenses as legal fees, insurance
premiums, architectural design costs, and project management and surveying fees. '

This conclusion completely disposes of this case. We leave open for consideration at another time important questions raised
by the parties, including (1) whether, assuming the project indeed was a "public work" under section 1771, it should be
deemed a "municipal affair" of a charter city and therefore exempt from PWL requirements, and (2) whether the PWL is a
matter of such "statewide concern" that it would override a charter city's interests in conducting its municipal affairs.
Resolution of these important issues is unnecessary and inappropriate here because the present project was not a public work

subject to the PWL.

FACTS

The following uncontested facts are largely taken from the Court of Appeal opinion in this case. The Department of
Industrial Relations (Department) appeals from a judgment granting a petition for writ of mandate filed by the City. The
City had sought to overturn the Department's determination that an animal shelter project financed in part with City funds

and built on City lands was subject to the PWL.

In 1998, the City entered into an agreement with SPCA-LA, under which the City agreed to contribute $ 1.5 million to assist
in the development and preconstruction phases of a facility within City limits that would serve as an animal shelter and
SPCA-LA's administrative headquarters. It would also provide kennels and office space for the City's animal control
department. The agreement required the City's funds to be placed in a segregated account and used only for expenses related
to project development, such as SPCA-LA's "investigation and analysis" of the property on which the shelter was to be built,
"permit, application, filing and other fees and charges," and "design and related preconstruction costs." SPCA-LA was
specifically precluded from using any of the City's funds "to pay overhead, supervision, administrative or other such costs”

of the organization.

The City owned the land on which the facility was to be built, but leased it to SPCA-LA for $ 120 per year. The City in turn
agreed to pay SPCA-LA $ 60 a year as rent for the space occupié@@yfits animal control department. The agreement further
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provided it was "interdependent,” with lease and lease-back agreements between the parties with respect to the City land on
which the project would be built. The agreement further stated that "[i]f either the lease or lease-back is terminated then this
agreement shall automatically terminate, without notice." Finally, the agreement provided "[i]f there is a [34 Cal.4th 948]
claim relating to the payment of wages arising from the construction described herein," the City shall pay 95 percent of "all
costs, expenses, penalties, payments of wages, interest, and other charges related to the claim, including attorneys' fees and

court or administrative costs and expenses[.]"

The record shows a portion of the City's financial contribution was spent on such preconstruction expenses as architecture
and design (§ 318,333), project management ($ 440,524), legal fees ($ 16,645), surveying ($ 14,500), and insurance (3
23,478). The City estimated that an additional $ 152,000 in architectural, legal, development and insurance expenses would
be required for completion. The dissent observes that some of these additional funds may have been spent after actual
construction began. The dissent cites a letter from the City indicating that by the time construction began, some additional
funds "had yet to be spent.” (Dis. opn., post, at p. 958.) The record is unclear, however, if or when such funds were actually
paid. But as we previously noted, the City's agreement with SPCA-LA required the City's funds to be used only for project
development, design and related preconstruction costs, and the issue before us is whether the term "construction” includes
such activities. Assuming some limited City funds were spent during construction, the record fails to demonstrate they were

used for construction,

The project itself was completed in 2001 at a cost of approximately $ 10 million. Evidence obtained from the SPCA-LA
showed the project was intended to serve all of Los Angeles County and parts of Orange County. Animals from all these
areas, not just from Long Beach, would be housed at the shelter. In addition, the facility would also house the SPCA-LA's

headquarters.

[3] Section 1771 states in relevant part: "[N]ot less than the general prevailing rate of per diem wages for work of a similar
character in the locality in which the public work is performed ... shall be paid to all workers employed on public works." In
1998, when the present contract was executed, "public works" was defined as "[c]onstruction, alteration, demolition, or
repair work done under contract and paid for in whole or in part out of public funds ... ." (§ 1720, subd. (), italics added.)
The term "construction” was undefined. As discussed below, a 2000 amendment to section 1720, subdivision (2), adopted
several years after the City executed its contract with SPCA-LA and made its limited contribution, now includes within
“construction" such activities as "the design and preconstruction phases of construction,” including inspection and

surveying.

Acting on an inquiry by a labor organization, the Department began an investigation to determine whether the project was a
"public work" under former section 1720 and was therefore subject to the prevailing wage rates [34 Cal.4th 949] that
section 1771 mandated. The City argued that the project was not a public work, but even if it was, the prevailing wage law
did not apply because it was strictly a charter city's "municipal affair." The Department concluded the project was a public
work and the city's status as a charter city did not exempt it from the PWL. This determination was affirmed on an
administrative appeal. The City filed a petition for a writ of mandate under Code of Civil Procedure section 1085
challenging the Department's decision that the PWL applied to the shelter project. The trial court granted the writ, and the
Department filed a timely appeal. The Court of Appeal reversed, concluding that (1) the project was a public work under
former section 1720 and section 1771, (2) the project was not a municipal affair exempt from the PWL, and (3) even if the
project was a municipal affair, the PWL was a matter of statewide concern, precluding exemption under the municipal
affairs doctrine. Concluding the shelter project was not a public work as then defined, we will reverse the judgment of the

Court of Appeal.
DISCUSSION

[4] Before proceeding with our analysis, we set out some established principles that will help guide our decision. In Lusardi
Construction Co. v. Aubry (1992) 1 Cal.4th 976 [4 Cal. Rptr. 2d 837, 824 P.2d 643] (Lusardi), we spoke regarding the
PWL's general intent and scope. We observed that "[t]he Legislature has declared that it is the public policy of California 'to
vigorously enforce minimum labor standards in order to ensure employees are not required or permitted to work under
substandard unlawful conditions, and to protect employers who comply with the law from those who attempt to gain
competitive advantage at the expense of their workers by failing to comply with minimum labor standards.' [Citation.] [{]
The overall purpose of the prevailing wage law is to protect and benefit employees on public works projects.

[Citation.]" (Lusardi, supra, 1 Cal.4th at p. 985, italics added.)

Lusardi continued by observing that "[t]his general objective subsumes within it a number of specific goals: to protect
employees from substandard wages that might be paid if contractors could recruit labor from distant cheap-labor areas; to
permit union contractors to compete with nonunion contractors; to benefit the public through the superior efficiency of well-
paid employees; and to compensate nonpublic employees with higher wages for the absence of job security and employment

benefits enjoyed by public employees. [Citations.]" (Lusardi, suﬁ'gé Cal.4th at p. 987.)
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[5] In conducting our review, we must exercise our independent judgment in resolving whether the project at issue
constituted a "public work" within the meaning of the PWL. (McIntosh v. Aubry (1993) 14 Cal.App.4th 1576, 1583-1584
[18 Cal. Rptr. 2d 680] (Mcintosh).) We have acknowledged [34 Cal.4th 950] that the PWL was enacted to protect and
benefit workers and the public and is to be liberally construed. (See Lusardi, supra, 1 Cal.4th at p. 985.) The law does,
however, permit public agencies to form alliances with the private sector and allows them to enter into leases of public lands
and to give financial incentives to encourage private, nonprofit construction projects that provide public services at low cost
(see Gov. Code, § 26227; McIntosh, supra, 14 Cal.App.4th at p. 1587; International Brotherhood of Electrical Workers v.
Board of Harbor Commissioners (1977) 68 Cal. App. 3d 556, 562 [137 Cal. Rptr. 372] [lease to private developer to
construct oil and gas facilities and pay city-lessor royalties not "public work" under former section 1720)).

[6] "Courts will liberally construe prevailing wage statutes [citations], but they cannot interfere where the Legislature has
demonstrated the ability to make its intent clear and chosen not to act [citation]." (McIntosh, supra, 14 Cal.4th at p. 1589.)
Here, we must determine whether the City's contract with SPCA-LA truly involved "construction" that was paid for in part

with public funds.

The City observes that its $ 1.5 million donation to SPCA-LA was neither earmarked nor used for actual construction of the
facility. The City's agreement with SPCA-LA specifically designated the contributed funds for preconstruction costs. Those
funds were in fact spent on architectural design, project management, legal fees, surveying fees, and insurance coverage.
The City contends that, when the agreement was executed in 1998, "construction" meant only the actual physical act of

building the structure.

The City notes that only in 2000, several years affer the agreement was signed and affer the City had contributed its funds to
the project, did the Legislature amend section 1720, subdivision (a), by adding a sentence stating: "For purposes of this
paragraph, 'construction' includes work performed during the design and preconstruction phases of construction including,
but not limited to, inspection and land surveying work." (Stats. 2000, ch. 881, § 1.) The City views the foregoing
amendment as a prospective change in the law, not a simple restatement of existing law.

The Department, on the other hand, argues that the term "construction" would encompass the planning, design, and "pre-
building" phases of a project, which would include architectural design, project management, and surveying. The City's
financial contribution to the project paid for all these items. In the Department's view, the 2000 amendment to section 1720,
subdivision (a), merely clarified existing law. As will appear, we think the City's argument makes more sense. [34 Cal.4th

951]

The Court of Appeal observed that the "[Department's] position is supported by the common meaning of the word
‘construction’ ...," citing a dictionary that defines construction as "[t]he act or process of constructing." (American Heritage
Dict. (2d college ed. 1982) p. 315, italics added; see also Priest v. Housing Authority (1969) 275 Cal. App. 2d 751, 756 [80
Cal. Rptr. 145] [construction ordinarily includes "the entire process" required in order to erect a structure, including
basements, foundations, and utility connections).) But that definition begs the question whether the construction "process"
includes the preconstruction activities involved here. Other dictionaries give the word a more literal interpretation.

[7] For example, Webster's Third New International Dictionary (2002), page 489, gives a primary definition of
"construction" as "[t]he act of putting parts together to form a complete integrated object." 3 Oxford English Dictionary (2d
ed. 1989), page 794, defines the word as "the action of framing, devising, or forming, by the putting together of parts;
erection, building." Thus, contrary to the Court of Appeal's statement, dictionary definitions do not strongly support the

Department's position.

The Court of Appeal also relied on the Department's own regulations and rulings interpreting and implementing the PWL. It
noted that the Department has defined "construction” as including "[f]ield survey work traditionally covered by collective
bargaining agreements,”" when such surveying is "integral to the specific public works project in the design, preconstruction,
or construction phase.” (Cal. Code Regs., tit. 8, § 16001, subd. (c).) The total project cost was approximately § 10 million.
The record does not clearly show whether the minimal ($ 14,500) surveying work paid for out of the City's donation met the
"collective bargaining" and "integral work" elements of the Department regulation. Neither the Court of Appeal nor the

briefs explore these aspects of the regulation.

[8] In any event, assuming that regulation applies here, although we give the Department's interpretation great weight (e.g.,
People ex rel. Lungren v. Superior Court (1996) 14 Cal.4th 294, 309 [58 Cal. Rptr. 2d 855, 926 P.2d 1042)), this court bears
the ultimate responsibility for construing the statute. "When an administrative agency construes a statute in adopting a
regulation or formulating a policy, the court will respect the agency interpretation as one of several interpretive tools that
may be helpful. In the end, however, '[the court] must ... independently judge the text of the statute.' " (Agnew v. State Bd. of

293
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Equalization (1999) 21 Cal.4th 310, 322 [87 Cal. Rptr. 2d 423, 981 P.2d 52], quoting Yamaha Corp. of Americav. State
Board of Equalization (1998) 19 Cal.4th 1, 7-8 [78 Cal. Rptr. 2d 1, 960 P.2d 1031].) [34 Cal.4th 952]

[9] The Court of Appeal also relied on the Attorney General's opinion citing the Department regulation with apparent
approval. (70 Ops.Cal.Atty.Gen. 92, 93-94 (1987).) But the question whether that regulation comported with the PWL was
not before the Attorney General, who was asked only whether the PWL applied to engineering firm employees whom the
city hired to perform services that the city engineer ordinarily performed. That issue involved determining whether the work
was "performed under contract” or "carried out by a public agency with its own forces." (§ 1771 .) As the opinion recites,
"The inquiry assumes that the work in question is a 'public work’ within the meaning” of former section 1720 and section
1771. (70 Ops.Cal.Atty.Gen., supra, at p. 93.) Indeed, the Attorney General's conclusion was that the PWL applied to the
engineering firm's employees "except with respect to such duties which do not qualify as a public work." (Id. at p. 98, italics
added.) Thus, the opinion seems inconclusive for our purposes. In any event, as with the Department's own regulations, the
Attorney General's opinions are entitled to "considerable weight," but are not binding on us. (E.g., State of Cal. ex rel. State
Lands Com. v. Superior Court (1995) 11 Cal.4th 50, 71 [44 Cal. Rptr. 2d 399, 900 P.2d 648].)

As noted, the City relies in part on the 2000 postagreement amendment to section 1720, subdivision (a), defining
"construction” to include work performed during the project's design and preconstruction phases. The City views the
amendment as a change in existing law. It relies on an August 30, 2000, letter from the amendment's author, Senator John
Burton, seeking to respond to interested parties' "concerns” regarding its operation. The letter recites that the amendment
was "intended only to operate prospectively and therefore will only apply to contracts for public works entered into on and
after the effective date of the legislation which will be January 1, 2001." (4 Sen. J. (1999-2000 Reg. Sess.) p. 6371.) The

present contract was executed in 1998,

Although letters from individual legislators are usually given little weight unless they reflect the Legislature's collective
intent (Quelimane Co. v. Stewart Title Guaranty Co. (1998) 19 Cal.4th 26, 45-46, fn. 9 [77 Cal. Rptr. 2d 709, 960 P.2d 513];
Metropolitan Water Dist. v. Imperial Irrigation Dist. (2000) 80 Cal.App.4th 1403, 1425-1426 [96 Cal. Rptr. 2d 314]), the
Burton letter was presented, prior to the bill's enactment, to the full Senate, which carried his motion to print it in the Senate
Daily Journal. Indeed, the letter is printed and included under the notes to section 1720 in West's Annotated Labor Code.
(Historical and Statutory Notes, 44A West's' Ann. Lab. Code (2003 ed.) foll. § 1720, p. 7.) Under these circumstances, we
think the letter carries more weight as indicative of probable legislative intent. (See Roberts v. City of Palmdale (1993) 5
Cal.4th 363, 377-378 [20 Cal. Rptr. 2d 330, 853 P.2d 496]; In re Marriage of Bouquet (1976) 16 Cal.3d 583, 590-591 [128

Cal. Rptr. 427, 546 P.2d 1371].) [34 Cal.4th 953]

[10] Moreover, Senator Burton's remarks conform to the well-established rule that legislation is deemed to operate
prospectively only, unless a clear contrary intent appears (e.g., Myers v. Philip Morris Companies, Inc. (2002) 28 Cal.4th
828, 840-841 [123 Cal. Rptr. 2d 40, 50 P.3d 751]; Evangelatos v. Superior Court (1988) 44 Cal.3d 1188, 1207-1209 [246
Cal. Rptr. 629, 753 P.2d 585], and cases cited). We find in the available legislative history no indication of an intent to apply

the amendment retroactively.

The Department, on the other hand, relies on an Assembly Committee on Labor and Employment report indicating, "The bill
[amending section 1720] codifies current Department practice by including inspectors and surveyors among those workers
deemed to be employed upon public works and by insuring that workers entitled to prevailing wage during the construction
phase of a public works project will get prevailing wage on the design and pre-construction phases of a project." (Assem.
Com. on Labor and Employment, Rep. on Sen. Bill No. 1999 (1999-2000 Reg. Sess.) as amended Aug. 18, 2000, p- 3.) This
language is inconclusive. Although it indicates the proposed legislation will now adopt the Department practice as to
inspectors and surveyors, it fails to state that such adoption reflects existing law or should be applied retroactively to
preexisting contracts, Moreover, the same Assembly Committee report notes that "in its current form, this bill also expands
the definition of "public works' to include architects, engineers, general contractors and others in their employ who have not
previously been subject to the prevailing wage laws." (Ibid., italics added.) This language strongly indicates that the 2000

amendment was more than a simple restatement of existing law.

We also note that the Legislative Counsel's digest to the bill explains that it would "revise the definition of public works by
providing that 'construction’ includes work performed during the design and preconstruction phases of construction
including, but not limited to, inspection and land surveying work."” (Legis. Counsel's Dig., Sen. Bill No. 1999 (1999-2000
Reg. Sess.), Stats. 2000, ch. 881, italics added.) The Legislative Counsel also evidently believed that the revision might

impose new costs on local government. (/bid.)

[11] The City observes that the United States Secretary of Labor has defined "construction," for purposes of the federal
prevailing wage law (40 U.S.C. §§ 3141-3148) as: "All types of work done on a particular building or work at the site
thereof ... by laborers and mechanics employed by a construction contractor or construction subcontractor ... ." (29 C.F.R. §
5.2(j)(1) (2004).) "Laborers and mechanics" generally include "t e4»vorkers whose duties are manual or physical in nature
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(including those workers who use tools or who are performing the work of a trade), as distinguished [34 Cal.4th 954] from
mental or managerial.” (29 C.F.R. § 5.2(m) (2004).) This definition seemingly would not cover work done by surveyors,
lawyers, project managers, or insurance underwriters, who function before actual construction activities commence.

We have found no case deciding whether surveyors' work constitutes "construction" under federal regulations. California's
prevailing wage law is similar to the federal act and shares its purposes. (Southern Cal. Lab. Management etc. Committee v.
Aubry (1997) 54 Cal.App.4th 873, 882 [63 Cal. Rptr. 2d 106].) Although the Legislature was free to adopt a broader
definition of "construction" for projects that state law covers, certainly the fact that federal law generally confines its
prevailing wage law to situations involving actual construction activity is entitled to some weight in construing the pre-2000

version of the statute.

The Court of Appeal concluded that the broader interpretation of "construction” in former section 1720, subdivision (a), is
“most consistent” with the PWL's purpose, to protect employees and the public. But, of course, no one suggests that had
SPCA-LA, a private charitable foundation, funded the entire project, the PWL, which applies only to projects constructed in
whole or in part with public funds, would nonetheless cover it. Does it make a difference that SPCA-LA received City funds
for designing, surveying and insuring, and otherwise managing the project at the preconstruction phase? For all the reasons
discussed above, we conclude the project falls outside the PWL's scope. Our conclusion makes it unnecessary to reach the
City's alternative contention that the present project was not "done under contract" within the PWL's meaning. (See § 1720,

subd. (a).)
CONCLUSION

“The PWL does not apply in this case because no publicly funded construction was involved. The judgment of the Court of
Appeal is reversed.

George, C. J., Baxter, J., Werdegar, J., Brown, J., and Moreno, J., concurred.

DISSENTING OPINION:

KENNARD, J., Dissenting.--When a construction project is funded in whole or in part by a public entity, California law
requires that the workers be paid the local prevailing wage. Here, a city and a charity entered into a contract for construction
of a building, and agreed that the city would pay for certain expenses essential to the overall project but would not pay for
erection of the building itself. The majority concludes the project was not a public work and therefore not subject to the

prevailing wage. I disagree. [34 Cal.4th 955]

I

In 1998, the City of Long Beach (City) contracted with the Society for the Prevention of Cruelty to Animals, Los Angeles
(SPCA-LA) for the latter to construct a building that was to contain an animal shelter as well as the SPCA-LA's
headquarters and the City's animal control department. The City agreed to contribute $ 1.5 million to the project (which
ultimately cost approximately $ 10 million) and to lease to the SPCA-LA, at a nominal fee, the six and one-half acres of land

on which the facility was to be built.

In December 1999, just after ground was broken and the actual building had begun, a local newspaper reported on the
project. This prompted a labor organization to ask the state Department of Industrial Relations (DIR) to investigate whether
the project was a public work and therefore subject to the prevailing wage law. In response to the DIR's inquiry, the City
explained in a letter written in September 2000 that the SPCA-LA had placed the City's $ 1.5 million contribution in a
segregated account; that roughly $ 1 million was being used to pay the architects, project managers, lawyers, and surveyors,
as well as the insurance costs; the rest would be used for advertising, fundraising, and "startup costs" such as furniture and
equipment; and that none of the City's money would be used to pay for the building itself. The City asserted that because its
financial contribution would not be used to pay for the building itself, the project was not a public work. The DIR, however,
determined that the project was a public work and therefore subject to the prevailing wage law; that ruling was affirmed on
administrative appeal. The City challenged that decision in a petition for writ of mandate in the superior court. The court
granted the writ, and the DIR appealed. The Court of Appeal reversed the superior court, concluding that the project was a

public work.

II

Labor Code section 1771 fn. 1 provides that "all workers employed on public works" costing more than $ 1,000 must be
paid "the general prevailing rate of per diem wages for work of a similar character in the locality in which the public work is
performed ... ." When the City and the SPCA-LA contracted to build the animal control facility in question, the version of
section 1720, subdivision (a) (former section 1720(a)) then in efR€) Befined "public works" in these words: "Construction,
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alteration, demolition, or repair work done under contract and paid for in whole or in part out of public funds ... " (Stats.
1989, ch. 278, § 1, p. 1359, italics added.) At issue here is what the Legislature meant by the term "construction.” That term,
which has been in section 1720 since its enactment in 1937, is ambiguous. In a narrow sense it [34 Cal.4th 956] could mean
--as the majority concludes--erection of the actual building only. In a broader sense it could mean--as the Court of Appeal
concluded--the entire construction project, including the architectural, project management, insurance, surveying, and legal
costs paid for by the City here. The parties furnish no legislative history bearing on the intent of the Legislature in 1937,
when it used the word "construction” in former section 1720(a). But two principles of statutory interpretation provide

guidance, as discussed below.

In construing an ambiguous statute, courts generally defer to the views of an agency charged with administering the statute.
"While taking ultimate responsibility for the construction of a statute, we accord 'great weight and respect to the
administrative construction' thereof. ... [f] Deference to administrative interpretations always is 'situational’ and depends on
‘a complex of factors' ..., but where the agency has special expertise and its decision is carefully considered by senior agency
officials, that decision is entitled to correspondingly greater weight ... ." (Sharon S. v. Superior Court (2003) 31 Cal.4th 417
436 [2 Cal. Rptr. 3d 699, 73 P.3d 554], citations & fn. omitted (Sharon S.); see also Styne v. Stevens (2001) 26 Cal.4th 42,
53 [109 Cal. Rptr. 2d 14, 26 P.3d 343]; Yamaha Corp. of America v. State Bd. of Equalization (1998) 19 Cal.4th 1, 11-15

[78 Cal. Rptr. 2d 1, 960 P.2d 1031).)

The Legislature has given the Director of the DIR "plenary authority to promulgate rules to enforce the Labor Code,"
including "the authority to make regulations governing coverage” under the prevailing wage law. (Lusardi Construction Co.
v. Aubry (1992) 1 Cal.4th 976, 989 [4 Cal. Rptr. 2d 837, 824 P.2d 643].) When, as here, the meaning of a statutory term is
ambiguous and there is no indication of the Legislature's intent regarding its meaning, this court should defer to the DIR's
determination based on its "special expertise” (Sharon S, supra, 31 Cal.4th at p. 436), so long as that determination was
“carefully considered by senior agency officials" (ibid.) and is consistent with the DIR's previous decisions.(Yamaha Corp.
of America v. State Bd. of Equalization, supra, 19 Cal.4th at p. 13 [courts should not defer to an administrative agency that
has taken a "vacillating position" as to the meaning of the statute in question]).

Here, in a 13-page decision signed by DIR Director Stephen Smith, the DIR concluded that this project was a public work.
The DIR's regulations have long stated that surveying work, which the City paid for here, comes within the definition of the
term "construction” under former section 1720(a), whether or not it occurs before the actual building process begins, so long
as it is "integral to" the project. (Cal. Code Regs., tit. 8, § 16001, subd. (c).) The City does not deny that the work performed
by the architect and the project manager--also paid for by the City--was integral to the construction project here. Thus, the
DIR's determination that the construction project in question [34 Cal.4th 957] is a public work was carefully considered by
a senior agency official and is consistent with the agency's regulations. Therefore, that decision commands great deference.

Also lending support to my conclusion is California's long-standing policy that prevailing wage laws are to be liberally
construed in favor of the worker. (Walker v. County of Los Angeles (1961) 55 Cal.2d 626, 634-635 [12 Cal. Rptr. 671, 361
P.2d 247]; McIntosh v. Aubry (1993) 14 Cal.App.4th 1576, 1589 [18 Cal. Rptr. 2d 680]; Union of American Physicians v.
Civil Service Com. (1982) 129 Cal. App. 3d 392, 395 [181 Cal. Rptr. 93); Melendres v. City of Los Angeles (1974) 40 Cal.
App. 3d 718, 728 [115 Cal. Rptr. 409]; Alameda County Employees’ Assn. v. County of Alameda (1973) 30 Cal. App. 3d
518, 531 [106 Cal. Rptr. 441].) When, as here, a term in the prevailing wage law can plausibly be construed in two ways,
one broad and one narrow, and there is no evidence that the Legislature intended the term's narrow meaning, this court
should adopt the term's broader meaning. The Legislature's objectives in enacting the prevailing wage law were these: "to
protect employees from substandard wages that might be paid if contractors could recruit labor from distant cheap-labor
areas; to permit union contractors to compete with nonunion contractors; to benefit the public through the superior
efficiency of well-paid employees; and to compensate nonpublic employees with higher wages for the absence of job
security and employment benefits enjoyed by public employees." (Zusardi Construction Co. v. Aubry, supra, 1 Cal.4th at p.
987.) These purposes will be implemented by applying the prevailing wage law to the project here.

For the reasons given above, the word "construction” in former section 1720(a) refers to work that, in the Court of Appeal's
words, is "integrally connected to the actual building and without which the structure could not be built." That includes the

costs of surveying, architectural design and supervision, and project management paid for by the City here.

III

The majority acknowledges the two rules of statutory interpretation I just discussed. As applied here, those rules require a
broad reading of the word "construction" in former section 1720(a). Yet the majority construes the term narrowly, holding
that it does not encompass the expenses paid for by the City here. The majority's reasons are unpersuasive.

The majority repeatedly characterizes as "preconstruction” costs the expenses the City paid for architectural design and
supervision, project management, insurance, surveying, and Iegiﬁgices. (Maj. opn., ante, at pp. 946, 947, 950, 951, 954.)
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To label these expenses as "preconstruction” is [34 Cal.4th 958] misleading. The term implies that all these expenses were
incurred before the building of the facility began. But, as explained below, that view finds no support in the record.

True, the surveying expenses were most likely incurred at the outset of the project, as is customarily the case. But that is not
true of the project's management and architectural costs. The SPCA-LA's contract with project manager Pacific
Development Services said the latter's duties included "Construction Management of all phases of construction of the
Project.” (Italics added.) And the SPCA-LA's contract with the architectural firm of Warren Freedenfeld & Associates
provided that the firm would "be a representative of and shall advise and consult with the owner during construction,"
would "visit the site at intervals appropriate to the stage of construction," would "keep the Owner informed of the progress
and quality of the Work," and would attempt to "guard the Owner against defects and deficiencies in the Work" as it
progressed. (Italics added.) Indeed, the City's September 2000 letter to the DIR (see p. 955, ante) when the building phase of
the project was well under way, said that of the approximately $ 540,000 of the City's contribution that was budgeted for
project management, $ 100,000 had yet to be spent; and that of the $ 360,000 of the City's contribution that was budgeted
for architectural fees, $ 40,000 had yet to be spent. The City's letter also mentioned that smaller portions of the legal and
insurance costs had yet to be paid. Thus, the contracts with the project manager and the architect, as well as the City's letter,
demonstrate that the City did not pay merely for "preconstruction” costs but also for expenses incurred while the facility was

being constructed.

The majority talks at length about an amendment to section 1720(a) that the Legislature enacted in 2000, stating that the
term "construction," as used in that section, includes "the design and preconstruction phases of construction." After a
thorough review of the legislative history pertaining to the 2000 amendment, the majority concludes that the Legislature did
not intend the amendment to apply retroactively. Right. So what? Retroactivity of the 2000 amendment is not at issue here;
therefore, the intent of the 2000 Legislature has no bearing here. What is at issue is the intent of the Legislature back in
1937, when it first used the word "construction” to define public works in former section 1720(a). It is the duty of this court,
not the 2000 Legislature, to determine the 1937 Legislature's intent, and the views of the 2000 Legislature on the subject are
not controlling. As this court said less than two months ago: "[TThe 'Legislature has no authority to interpret a statute. That is
a judicial task. The Legislature may define the meaning of statutory language by a present legislative enactment which,
subject to constitutional restraints, it may deem retroactive. But it has no legislative [34 Cal.4th 959] authority simply to say
what it did mean.' " (McClung v. Employment Development Department (2004) 34 Cal.4th 467, 473 [20 Cal. Rptr. 3d 428,

99 P.3d 1015].)
v

I would uphold the Court of Appeal's decision that the project here was a public work and thus subject to the prevailing
wage law. The majority concludes to the contrary and sees no need to resolve the remaining two issues on which this court
granted review: (1) whether the project is a "municipal affair" exempt from the prevailing wage law, and (2) whether the
prevailing wage law is a matter of statewide concern that overrides the municipal affair exemption. These are difficult and

important questions. I would retain the case to decide them.
EN 1. Further statutory references are to this code unless otherwise indicated.

FN 1. All further statutory citations are to the Labor Code.
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FOREWORD

The claiming instructions contained in this manual are issued for the sole purpose of assisting
claimants with the preparation of claims for submission to the State Controller's Office. These
instructions have been prepared based upon interpretation of the State of California statutes,
regulations, and parameters and guidelines adopted by the Commission on State Mandates.
Therefore, unless otherwise specified, these instructions should not be construed in any
manner to be statutes, regulations, or standards.

If you have any questions concerning the enclosed material, write to the address below or
call the Local Reimbursements Section at (916) 324-5729, or email to Irsdar@sco.ca.gov.

State Controller's Office

Attn: Local Reimbursements Section
Division of Accounting and Reporting
P.O. Box 942850

Sacramento, CA 94250

Prepared by the State Controller's Office
Updated September 30, 2003
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State of California

School Mandated Cost Manual

REIMBURSABLE STATE MANDATED COST PROGRAMS

Claims for the following State mandated cost programs may be filed with the SCO. For your convenience,
the programs are listed in alphabetical order by program name. An "X" indicates the fiscal year for which a

claim may be filed.

2002-03 2003-04
Reimburse- Estimated
ment Claims Claims

Community College Districts

X X Chapter 77/78 Absentee Ballots
X X Chapter 961/75 Collective Bargaining
X X Chapter 1120/96 Health Benefits for Survivors of Peace Officers & Firefighters
X X Chapter 1/84 Health Fee Elimination
X X Chapter 783/95 Investment Reports
X X Chapter 284/98 Law Enforcement College Jurisdiction Agreements
X X Chapter 126/93 Law Enforcement Sexual Harassment Training
X X Chapter 486/75 Mandate Reimbursement Process
X X Chapter 641/86 Open Meetings Act/Brown Act Reform
X X Chapter 465/76 Peace Officers Procedural Bill of Rights
X X Chapter 875/85 Photographic Record of Evidence
X X Chapter 908/96 Sex Offenders: Disclosure by Law Enforcement Officers
X X Chapter 1249/92 Threats Against Peace Officers
Revised 9/01 Appropriation Information, Page 1
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APPROPRIATIONS FOR THE 2003-04 FISCAL YEAR

Source of State Mandated Cost Appropriations
Schedule Program Amount Appropriated

Chapter 379/02, Item 6110-295-0001"

(1) Chapter 77/78 Absentee Ballots $ 0
(2) Chapter 961/75 Collective Bargaining 0
(3) Chapter 1120/96 Health Benefits for Survivors of Peace Officers and Firefighters 0
(4) Chapter 783/95 Investment Reports , 0
() Chapter 284/98 Law Enforcement College Jurisdiction Agreements 0
(6) Chapter 126/93 Law Enforcement Sexual Harassment Training 0
(7) Chapter 486/75 Mandate Reimbursement Process 0
(8) Chapter 641/86 Open Meetings Act/Brown Act Reform 0
(9) Chapter 465/76 Peace Officers Procedural Bill of Rights 0
(10) Chapter 875/85 Photographic Record of Evidence 0
(11) Chapter 908/96 Sex Offenders: Disclosure by Law Enforcement Officers 0
(12) Chapter 1249/92 Threats Against Peace Officers 0
Total Appropriations, Iitem 6110-295-001 $ 0
Chapter 379/02, Item 6870-295-0001 -
(13) Chapter 1/84 Health Fee Elimination 1,000
TOTAL - Funding for the 2003-04 Fiscal Year $1,000

! Pursuant to provision 5, “The Controller shall not make any payment from this item to reimburse community college districts for claimed costs
of state-mandated education programs. Reimbursements to community college districts for education mandates shall be paid from the
appropriate item within the community colleges budget.”

Revised 9/03 Appropriation Information, Page 2
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FILING A CLAIM

1. Introduction

The law in the State of California, (Government Code Sections 17500 through 17616), provides for
the reimbursement of costs incurred by school districts for costs mandated by the State. Costs
mandated by the State means any increased costs which a school district is required to incur after
July 1, 1980, as a result of any statute enacted after January 1, 1975, or any executive order
implementing such statute which mandates a new program or higher level of service of an existing

program.

Estimated claims that show costs to be incurred in the current fiscal year and reimbursement claims
that detail the costs actually incurred for the prior fiscal year may be filed with the State Controller's
Office (SCO). Claims for on-going programs are filed annually by January 15. Claims for new
programs are filed within 120 days from the date claiming instructions are issued for the program. A
10 percent penalty, (up to $1,000 for continuing claims, no limit for initial claims), is assessed for
late claims. The SCO may audit the records of any school district to verify the actual amount of
mandated costs and may reduce any claim that is excessive or unreasonable.

When a program has been reimbursed for three or more years, the COSM may approve the
program for inclusion in the State Mandates Apportionment System (SMAS). For programs included
in SMAS, the SCO determines the amount of each claimant's entitiement based on an average of
three consecutive fiscal years of actual costs adjusted by any changes in the Implicit Price Deflator
(IPD). Claimants with an established entitlement receive an annual apportionment adjusted by any
changes in the IPD and, under certain circumstances, by any changes in workload. Claimants with
an established entitlement do not file further claims for the program.

The SCO is authorized to make payments for costs of mandated programs from amounts
appropriated by the State Budget Act, by the State Mandates Claims Fund, or by specific
legislation. In the event the appropriation is insufficient to pay claims in full, claimants will receive
prorated payments in proportion to the dollar amount of approved claims for the program. Balances
of prorated payments will be made when supplementary funds are made available.

The instructions contained in this manual are intended to provide general guidance for. filing a
mandated cost claim. Since each mandate is administered separately, it is important to refer to the
specific program for information relating to established policies on eligible reimbursable costs.

2. Types of Claims

There are three types of claims: Reimbursement, Estimated, and Entitlement. A claimant may file a
reimbursement claim for actual mandated costs incurred in the prior fiscal year or may file an
estimated claim for mandated costs to be incurred during the current fiscal year. An entitlement
claim may be filed for the purpose of establishing a base year entitlement amount for mandated
programs included in SMAS. A claimant who has established a base year entitlement for a
program would receive an automatic annual payment which is reflective of the current costs for the

program.

All claims received by the SCO will be reviewed to verify actual costs. An adjustment of the claim
will be made if the amount claimed is determined to be excessive, improper, or unreasonable. The
claim must be filed with sufficient documentation to support the costs claimed. The types of
documentation required to substantiate a claim are identified in the instructions for the program.
The certification of claim, form FAM-27, must be signed and dated by the entity's authorized officer
in order for the SCO to make payment on the claim.

Revised 9/03 Filing a Claim, Page 1

306




State of California Community College Mandated Cost Manual

A. Reimbursement Claim

A reimbursement claim is defined in GC Section 17522 as any claim filed with the SCO by a
local agency for reimbursement of costs incurred for which an appropriation is made for the
purpose of paying the claim. The claim must include supporting documentation to substantiate

the costs claimed.

Initial reimbursement claims are first-time claims for reimbursement of costs for one or more
prior fiscal years of a program that was previously unfunded. Claims are due 120 days from the
date of issuance of the claiming instructions for the program by the SCO. The first statute that
appropriates funds for the mandated program will specify the fiscal years for which costs are
eligible for reimbursement,

Annual reimbursement claims must be filed by January 15 following the fiscal year in which
costs were incurred for the program. A reimbursement claim must detail the costs actually

incurred in the prior fiscal year.

An actual claim for the 2002-03 fiscal year may be filed by January 15, 2004, without a late
penalty. Claims filed after the deadline will be reduced by a late penalty of 10%, not to exceed
$1,000. However, initial reimbursement claims will be reduced by a late penalty of 10% with no
limitation. In order for a claim to be considered properly filed, it must include any specific
supporting documentation requested in the instructions. Claims filed more than one year after
the deadline or without the requested supporting documentation will not be accepted.

B. Estimated Claim

An estimated claim is defined in GC Section 17522 as any claim filed with the SCO, during the
fiscal year in which the mandated costs are to be incurred by the local agency, against an
appropriation made to the SCO for the purpose of paying those costs.

An estimated claim may be filed in conjunction with an initial reimbursement claim, annual
reimbursement claim, or at other times for estimated costs to be incurred during the current
fiscal year. Annual estimated claims are due January 15 of the fiscal year in which the costs are
to be incurred. Initial estimated claims are due on the date specified in the claiming instructions.
Timely filed estimated claims are paid before those filed after the deadline.

After receiving payment for an estimated claim, the claimant must file a reimbursement claim by
January 15 following the fiscal year in which costs were incurred. If the claimant fails to file a
reimbursement claim, monies received for the estimated claims must be returned to the State.

C. Entitlement Claim

An entitlement claim is defined in GC Section 17522 as any claim filed by a local agency with
the SCO for the sole purpose of establishing or adjusting a base year entitlement for a
mandated program that has been included in SMAS. An entitlement claim should not contain
nonrecurring or initial start-up costs. There is no statutory deadline for the filing of entitlement
claims. However, entitliement claims and supporting documents should be filed by January 15
to permit an orderly processing of claims. When the claims are approved and a base year
entitliement amount is determined, the claimant will receive an apportionment reflective of the
program’s current year costs. School mandates included in SMAS are listed in Section 2,
number 8.

Once a mandate has been included in SMAS and the claimant has established a base year
entitlement, the claimant will receive automatic payments from the SCO for the mandate. The
automatic apportionment is determined by adjusting the claimant's base year entitlement for
changes in the implicit price deflator of costs of goods and services to governmental agencies,
as determined by the State Department of Finance. For programs approved by the COSM for
inclusion in SMAS on or after January 1, 1988, the payment for each year succeeding the three
year base period is adjusted according to any changes by both the deflator and average daily
attendance. Annual apportionments for programs included in the system are paid on or before
November 30 of each year.

Revised 9/03 Filing a Claim, Page 2
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A base year entitlement is determined by computing an average of the claimant’s costs for any
three consecutive years after the program has been approved for the SMAS process. The
amount is first adjusted according to any changes in the deflator. The deflator is applied
separately to each year's costs for the three years, which comprise the base year. The SCO
will perform this computation for each claimant who has filed claims for three consecutive
years, If a claimant has incurred costs for three consecutive years but has not filed a claim in
each of those years, the claimant may file an entitlement claim, form FAM-43, to establish a
base year entitlement. An entitlement claim does not result in the claimant being reimbursed for
the costs incurred, but rather entitles the claimant to receive automatic payments from SMAS.

3. Minimum Claim Amount

For initial claims and annual claims filed on or after September 30, 2002, if the total costs for a
given year do not exceed $1,000, no reimbursement shall be allowed except as otherwise allowed
by GC Section 17564. The county shall determine if the submission of a combined claim is
economically feasible and shall be responsible for disbursing the funds to each special district.
Combined claims may be filed only when the county is the fiscal agent for the special districts. A
combined claim must show the individual claim costs for each eligible school district. All
subsequent claims based upon the same mandate shall only be filed in the combined form unless a
special district, provides to the county and to the Controller, at least 180 days prior to the deadline
for filing the claim, a written notice of its intent to file a separate claim.

GC Section 17564(a) provides that no claim shall be filed pursuant to Sections 17551 and 17561,
unless such a claim exceeds one thousand dollars ($1,000), provided that a county superintendent
of schools may submit a combined claim on behalf of school districts within their county if the
combined claim exceeds $1,000, even if the individual school district’s claim does not each exceed
-$1,000. The county superintendent of schools shall determine if the submission of the combined
claim is economically feasible and shall be responsible for disbursing the funds to each school
district. These combined claims may be filed only when the county superintendent of schools is the
fiscal agent for the districts. A combined claim must show the individual claim costs for each eligible
district. All subsequent claims based upon the same mandate shall only be filed in the combined
form unless a school district provides a written notice of its intent to file a separate claim to the
county superintendent of schools and to the SCO at least 180 days prior to the deadline for filing

the claim.
4. Filing Deadline for Claims

Initial reimbursement claims (first-time claims) for reimbursement of costs of a previously unfunded
mandated program must be filed within 120 days from the date of issuance of the program’s
claiming instructions by the SCO. If the initial reimbursement claim is filed after the deadline, but
within one year of the deadline, the approved claim must be reduced by a 10% penalty. A claim
filed more than one year after the deadline cannot be accepted for reimbursement.

Annual reimbursement claims for costs incurred during the previous fiscal year and estimated
claims for costs to be incurred during the current fiscal year must be filed with the SCO and
postmarked on or before January 15. If the annual or estimated reimbursement claim is filed after
the deadline, but within one year of the deadline, the approved claim must be reduced by a 10%
late penalty, not to exceed $1,000. Claims must include supporting data to show how the amount
‘claimed was derived. Without this information, the claim cannot be accepted.

Entitlement claims do not have a filing deadline. However, entitiement claims and supporting
documents should be filed by January 15 to permit an orderly processing of claims. Entitlement
claims are used to establish a base year entitlement amount for calculating automatic annual
payments. Entitlement does not result in the claimant being reimbursed for costs incurred, but
rather entitles the claimant to receive automatic payments from SMAS.

Revised 9/03 Filing a Claim, Page 3
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5. Payment of Claims

In order for the SCO to authorize payment of a claim, the Certification of Claim, form FAM-27, must
be properly filled out, signed, and dated by the entity's authorized officer.

Reimbursement and estimated claims are paid within 80 days of the filing deadline for the claim. A
claimant is entitled to receive accrued interest at the pooled money investment account rate if the
payment was made more than 60 days after the claim filing deadline or the actual date of claim
receipt, whichever is later. For an initial claim, interest begins to accrue when the payment is made
more than 365 days after the adoption of the program's statewide cost estimate. The SCO may
withhold up to 20 percent of the amount of an initial claim until the claim is audited to verify the
actual amount of the mandated costs. The 20 percent withheld is not subject to accrued interest.

In the event the amount appropriated by the Legislature is insufficient to pay the approved amount
in full for a program, claimants will receive a prorated payment in proportion to the amount of
approved claims timely filed and on hand at the time of proration.

The SCO reports the amounts of insufficient appropriations to the State Department of Finance, the
Chairperson of the Joint Legislative Budget Committee, and the Chairperson of the respective
committee in each house of the Legislature which considers appropriations in order to assure
appropriation of these funds in the Budget Act. If these funds cannot be appropriated on a timely
basis in the Budget Act, this information is transmitted to the COSM which will include these
amounts in its report to assure that an appropriation sufficient to pay the claims is included in the
next local government claims bill or other appropriation bills. When the supplementary funds are
made available, the balance of the claims will be paid.

Unless specified in the statutes, regulations, or parameters and guidelines, the determination of
allowable and unallowable costs for mandates is based on the Parameters and Guidelines adopted
by the COSM. The determination of allowable reimbursable mandated costs for unfunded
mandates is made by the COSM. The SCO determines allowable reimbursable costs, subject to
amendment by the COSM, for mandates funded by special legislation. Unless specified, allowable
costs are those direct and indirect costs, less applicable credits, considered to be eligible for
reimbursement. In order for costs to be allowable and thus eligible for reimbursement, the costs

must meet the following general criteria:

1. The cost is necessary and reasonable for proper and efficient administration of the mandate
and not a general expense required to carry out the overall responsibilities of government.

2. The costis allocable to a particular cost objective identified in the Parameters and Guidelines.

The cost is net of any applicable credits that offset or reduce expenses of items allocable to the
mandate.

The SCO has identified certain costs that, for the purpose of claiming mandated costs, are
unallowable and should not be claimed on the claim forms unless specified as reimbursable under
the program. These expenses include, but are not limited to, subscriptions, depreciation,
memberships, conferences, workshops general education, and travel costs.

6. State Mandates Apportionment System (SMAS)

Chapter 1534, Statutes of 1985, established SMAS, a method of paying certain mandated
programs as apportionments. This method is utilized whenever a program has been approved for
inclusion in SMAS by the COSM.

When a mandated program has been included in SMAS, the SCO will determine a base year
entittement amount for each school- district that has submitted reimbursement claims, (or
entitlement claims), for three consecutive fiscal years. A base year entitlement amount is
determined by averaging the approved reimbursement claims, (or entitlement claims), for 1982-83,
1983-84, and 1984-85 years or any three consecutive fiscal years thereafter. The amounts are first
adjusted by any change in IPD, which is applied separately to each year's costs for the three years

Revised 9/03 Filing a Claim, Page 4
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that comprise the base period. The base period means the three fiscal years immediately
succeeding the COSM's approval.

Each school district with an established base year entitement for the program will receive
automatic annual payments from the SCO reflective of the program's current year costs. The
amount of apportionment is adjusted annually for any change in the IPD. If the mandated program
was included in SMAS after January 1, 1988, the annual apportionment is adjusted for any change
in both the IPD and workload.

In the event a school district has incurred costs for three consecutive fiscal years but did not file a
reimbursement claim in one or more of those fiscal years, the school district may file an entitlement
claim for each of those missed years to establish a base year entittement. An "entitlement claim"

means any claim filed by a county with the SCO for the sole purpose of establishing a base year
entitlement. A base year entitlement shall not include any nonrecurring or initial start-up costs.

Initial apportionments are made on an individual program basis. After the initial year, all
apportionments are made by November 30. The amount to be apportioned is the base year
entittement adjusted by annual changes in the IPD for the cost of goods and services to
governmental agencies as determined by the State Department of Finance.

In the event the county determines that the amount of apportionment does not accurately reflect
costs incurred to comply with a mandate, the process. of adjusting an established base year
entittement upon which the apportionment is based, is set forth in GC Section 17615.8 and
requires the approval of the COSM.

School Mandates Included in SMAS

Program Name Chapter/Statute Program Number

Immunization Records Ch. 1176/77 32

Pupil Expulsion Transcripts, program #91, Chapter 1253/75 was removed from SMAS for the
2002-03 fiscal year. This program was consolidated with other mandate programs that are
included in Pupil Suspension, Expulsions, and Expulsion Appeals, program #176.

7. Direct Costs

A direct cost is a cost that can be identified specifically with a particular program or activity. Each
claimed reimbursable cost must be supported by documentation as described in Section 12. Costs
that are typically classified as direct costs are:

(1) Employee Wages, Salaries, and Fringe Benefits

For each of the mandated activities performed, the claimant must list the names of the
employees who worked on the mandate, their job classification, hours worked on the
mandate, and rate of pay. The claimant may, in-lieu of reporting actual compensation and
fringe benefits, use a productive hourly rate:

(a) Productive Hourly Rate Options

A local agency may use one of the following methods to compute productive hourly rates:
. Acfual annual productive hours for each employee

¢ The weighted-average annual productive hours for each job title, or

) 1,800* annual productive hours for all employees

If actual annual productive hours or weighted-average annual productive hours for each job
title is chosen, the claim must include a computation of how these hours were computed.

Revised 9/03 Filing a Claim, Page 5
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* 1,800 annual productive hours excludes the following employee time:
Paid holidays

Vacation earned

Sick leave taken

Informal time off

Jury duty

Military leave taken.

CO0O0O0OO0OO0

(b) Compute a Productive Hourly Rate

1. Compute a productive hourly rate for salaried employees to include actual fringe benefit
costs. The methodology for converting a salary to a productive hourly rate is to
compute the employee's annual salary and fringe benefits and divide by the annual
productive hours.

Table 1 Productive Hourly Rate, Annual Salary + Benefits Method

Formula: Description:

[(EAS + Benefits) + APH} = PHR EAS = Employee's Annual Salary
APH = Annual Productive Hours

[($26,000 + $8,099)] + 1,800 hrs = 18.94 PHR = Productive Hourly Rate

e As illustrated in Table 1, if you assume an employee's compensation was $26,000
and $8,099 for annual salary and fringe benefits, respectively, using the "Salary +
Benefits Method," the productive hourly rate would be $18.94. To convert a biweekly
salary to EAS, muitiply the biweekly salary by 26. To convert a monthly salary to
EAS, muitiply the monthly salary by 12. Use the same methodology to convert other
salary periods.

2. A claimant may also compute the productive hourly rate by using the "Percent of Salary

Method."
Table2 Productive Hourly Rate, Percent of Salary Method
Example:
Step 1: Fringe Benefits as a Percent of Step 2: Productive Hourly Rate
Salary
Retirement 15.00 % Formula:
Social Security & Medicare 7.65 [(EAS x (1 + FBR)) + APH] = PHR
Health & Dental Insurance 5.25
Workers Compensation 3.25 [($26,000 x (1.3115)) + 1,800 ] = $18.94
Total 3115 %
Description:
EAS = Employee's Annual Salary APH = Annual Productive Hours
FBR = Fringe Benefit Rate PHR = Productive Hourly Rate

» As illustrated in Table 3, both methods produce the same productive hourly rate.

Revised 9/03 Filing a Claim, Page 6
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Reimbursement for personnel services includes, but is not limited to, compensation paid
for salaries, wages and employee fringe benefits. Employee fringe benefits include
employer's contributions for social security, pension plans, insurance, workmen's
compensation insurance and similar payments. These benefits are eligible for
reimbursement as long as they are distributed equitably to all activities. Whether these
costs are allowable is based on the following presumptions:

s The amount of compensation is reasonable for the service rendered.

» The compensation paid and benefits received are appropriately authorized by the
governing board.

e Amounts charged for personnel services are based on payroll documents that are
- supported by time and attendance or equivalent records for individual employees.

» The methods used to distribute personnel services should produce an equitable
distribution of direct and indirect allowable costs.

For each of the employees included in the claim, the claimant must use reasonable rates
and hours in computing the wage cost. If a person of a higher-level job position performs
an activity which normally would be performed by a lower-level position, reimbursement
for time spent is allowable at the average salary range for the lower-level position. The
salary rate of the person at the higher level position may be claimed if it can be shown
that it was more cost effective in comparison to the performance by a person at the
fower-level position under normal circumstances and conditions. The number of hours
charged to an activity should reflect the time expected to complete the activity under
normal circumstances and conditions. The numbers of hours in excess of normal
expected hours are not reimbursable.

(c) Calculating an Average Productive Hourly Rate

In those instances where the claiming instructions allow a unit as a basis of claiming
costs, the direct labor component of the unit cost should be expressed as an average
productive hourly rate and can be determined as follows:

Table 4 Calculating an Average Productive Hourly Rate
Time Productive Total Cost
Spent Hourly Rate by Employee
Employee A 1.25 hrs $6.00 $7.50
Employee B 0.75 hrs 4.50 3.38
Employee C 3.50 hrs 10.00 35.00
Total 5.50 hrs $45.88
Average Productive Hourly Rate is $45.88/5.50 hrs. = $8.34

(d) Employer's Fringe Benefits Contribution

A local agency has the option of claiming actual employer's fringe benefit contributions
or may compute an average fringe benefit cost for the employee's job classification and
claim it as a percentage of direct labor. The same time base should be used for both
salary and fringe benefits when computing a percentage. For example, if health and
dental insurance payments are made annually, use an annual salary. After the
percentage of salary for each fringe benefit is computed, total them.

Revised 9/03
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For example:

Emplover's Contribution % of Salary
Retirement 15.00%
Social Security 7.65%
Health and Dental

Insurance >25%
Worker's Compensation 0.75%
Total 28.65%

(e) Materials and Supplies

Only actual expenses can be claimed for materials and supplies, which were acquired
and consumed specifically for the purpose of a mandated program. The claimant must
list the materials and supplies that were used to perform the mandated activity, the
number of units consumed, the cost per unit, and the total dollar amount claimed.
Materials and supplies purchased to perform a particular mandated activity are
expected to be reasonable in quality, quantity and cost. Purchases in excess of
reasonable quality, quantity and cost are not reimbursable. Materials and supplies
withdrawn from inventory and charged to the mandated activity must be based on a
recognized method of pricing, consistently applied. Purchases shall be claimed at the
actual price after deducting discounts, rebates and allowances received by local
agencies. ’

(f) Calculating a Unit Cost for Materials and Supplies

In those instances where the claiming instructions suggest that a unit cost be
developed for use as a basis of claiming costs mandated by the State, the materials
and supplies component of the unit cost should be expressed as a unit cost of
materials and supplies as shown in Table 1 or Table 2:

Table 1 Calculating A Unit Cost for Materials and Supplies

Amount of Unit Cost

Supplies Used of Supplies

Supplies Cost Per Unit Per Activity Per Activity
Paper 0.02 4 $0.08
Files 0.10 1 0.10
Envelopes 0.03 2 0.06
Photocopies 0.10 4 _0.40
$0.64
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Table 2 Calculating a Unit Cost for Materials and Supplies

Unit Cost
Supplies of Supplies
Supplies Used Per Activity
Paper ($10.00 for 500 sheet ream) 250 Sheets $5.00
Files ($2.50 for box of 25) 10 Folders 1.00
Envelopes ($3.00 for box of 100) 50 Envelopes 1.50
Photocopies ($0.05 per copy) 40 Copies 2.00
$9.50
If the number of reimbursable instances, is 25, then the unit cost of supplies is $0.38
per reimbursable instance ($9.50 / 25).

(g) Contract Services

The cost of contract services is allowable if the local agency lacks the staff resources or
necessary expertise, or it is economically feasible to hire a contractor to perform the
mandated activity. The claimant must give the name of the contractor; explain the
reason for having to hire a contractor; describe the mandated activities performed; give
the dates when the activities were performed, the number of hours spent performing
the mandate, the hourly billing rate, and the total cost. The hourly billing rate shall not
exceed the rate specified in the claiming instructions for the mandated program. The
contractor's invoice, or statement, which includes an itemized list of costs for activities
performed, must accompany the claim.

(h) Equipment Rental Costs

(M)

0

Equipment purchases and leases (with an option to purchase) are not reimbursable as
a direct cost unless specifically allowed by the claiming instructions for the particular
mandate. Equipment rentals used solely for the mandate are reimbursable to the extent
such costs do not exceed the retail purchase price of the equipment plus a finance
charge. The claimant must explain the- purpose and use for the equipment, the time
period for which the equipment was rented and the total cost of the rental. If the
equipment is used for purposes other than reimbursable activities, only the prorata
portion of the rental costs can be claimed.

Capital Outlay

Capital outlays for land, buildings, equipment, furniture and fixtures may be claimed if
the claiming instructions specify them as allowable. If they are allowable, the claiming
instructions for the program will specify a basis for the reimbursement. If the fixed asset
or equipment is also used for purposes other than reimbursable activities for a specific
mandate, only the prorata portion of the purchase price used to implement the
reimbursable activities can be claimed.

Travel Expenses

Travel expenses are normally reimbursable in accordance with travel rules and
regulations of the local jurisdiction. For some programs, however, the claiming
instructions may specify certain limitations on expenses, or that expenses can only be
reimbursed in accordance with the State Board of Control travel standards. When
claiming travel expenses, the claimant must explain the purpose of the trip, identify the
name and address of the persons incurring the expense, the date and time of departure
and return for the trip, description of each expense claimed, the cost of transportation,
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number of private auto mileage traveled, and the cost of tolls and parking with receipts
required for charges over $10.00.

(k) Documentation

it is the responsibility of the claimant to make available to the SCO, upon request,
documentation in the form of general and subsidiary ledgers, purchase orders,
invoices, contracts, canceled warrants, equipment usage records, land deeds, receipts,
employee time sheets, agency travel guidelines, inventory records, and other relevant
documents to support claimed costs. The type of documentation necessary for each
claim may differ with the type of mandate.

8. Indirect Costs

Indirect costs are: (a) Incurred for a common or joint purpose benefiting more than one cost
objective, and (b) not readily assignable to the cost objectives specifically benefited, without effort
disproportionate to the results achieved. Indirect costs can originate in the department performing
the mandate or in departments that supply the department performing the mandate with goods,
services and facilities. As noted previously, in order for a cost to be allowable, it must be allocable
to a particular cost objective. With respect to indirect costs, this requires that the cost be distributed
to benefiting cost objectives on bases, which produce an equitable result in relation to the benefits

derived by the mandate.

A college has the option of using a federally approved rate, utilizing the cost accounting principles
from Office of Management and Budget Circular A-21 "Cost Principles for Educational Institutions,”
or the Controller's methodology outlined in the following paragraphs. If the federal rate is used, it
must be from the same fiscal year in which the costs were incurred.

The Controller allows the following methodology for use by community colleges in computing an
indirect cost rate for state mandates. The objective of this computation is to determine an equitable
rate for use in allocating administrative support to personnel that performed the mandated cost
activities claimed by the community college. This methodology assumes that administrative
services are provided to all activities of the institution in relation to the direct costs incurred in the
performance of those activities. Form FAM-29C has been developed to assist the community
college in computing an indirect cost rate for state mandates. Completion of this form consists of
three main steps:

1. The elimination of unallowable costs from the expenses reported on the financial statements.

2. The segregation of the adjusted expenses between those incurred for direct and indirect
activities.

3. The development of a ratio between the total indirect expenses and the total direct expenses
incurred by the community college.

The computation is based on total expenditures as reported in "California Community Colleges
Annual Financial and Budget Report, Expenditures by Activity (CCFS-311)." Expenditures classified
by activity are segregated by the function they serve. Each function may include expenses for
salaries, fringe benefits, supplies, and capital outlay. OMB Circular A-21 requires expenditures for
capital outlays to be excluded from the indirect cost rate computation.

Generally, a direct cost is one incurred specifically for one activity, while indirect costs are of a more
general nature and are incurred for the benefit of several activities. As previously noted, the
objective of this computation is to equitably allocate administrative support costs to personnel that
perform mandated cost activities claimed by the college. For the purpose of this computation we
have defined indirect costs to be those costs which provide administrative support to personnel who
perform mandated cost activities. We have defined direct costs to be those costs that do not
provide administrative support to personnel who perform mandated cost activities and those costs
that are directly related to instructional activities of the college. Accounts that should be classified
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as indirect costs are: Planning, Policy Making and Coordination, Fiscal Operations, Human
Resources Management, Management Information Systems, Other General Institutional Support
Services, and Logistical Services. If any costs included in these accounts are claimed as a
mandated cost, i.e., salaries of employees performing mandated cost activities, the cost should be
reclassified as a direct cost. Accounts in the following groups of accounts should be classified as
direct costs: Instruction, Instructional Administration, Instructional Support Services, Admissions
and Records, Counseling and Guidance, Other Student Services, Operation and Maintenance of
Plant, Community Relations, Staff Development, Staff Diversity, Non-instructional Staff-Retirees'
Benefits and Retirement Incentives, Community Services, Ancillary Services and Auxiliary
Operations. A college may classify a portion of the expenses reported in the account Operation and
Maintenance of Plant as indirect. The claimant has the option of using a 7% or a higher indirect cost
percentage if the college can support its allocation basis.

The indirect cost rate, derived by determining the ratio of total indirect expenses to total direct
expenses when applied to the direct costs claimed, will result in an equitable distribution of the
college’'s mandate related indirect costs. An example of the methodology used to compute an
indirect cost rate is presented in Table 4,
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Table 4 Indirect Cost Rate for Community Colleges
MANDATED COST FORM
INDIRECT COST RATE FOR COMMUNITY COLLEGES FAM-29C
(01) Claimant (02) Period of Claim
(03) Expenditures by Activity (04) Allowable Costs
Activity EDP Total Adjustments Total Indirect Direct
Subtotal Instruction 599 $19,590,357| $1,339,059| $18,251,298 $0) $18,251,298
Instructional Administration and
. 6000
Instructional Governance
Academic Administration 6010 2,941,386 105,348 2,836,038 0 2,836,038
Course and Curriculum 6020 21,595 0 21,595 0 21,595
Develop.
Academic/Faculty Senate 6030
Other Instructional
Administration & Instructional 6090
Governance
Instructional Support Services 6100
Learning Center 6110 22,737 863 21,874 0 21,874
Library 6120 518,220 2,591 515,629 0 515,629
Media 6130 522,530 115,710 406,820 0 406,820
Museums and Galleries 6140 0 0 0 0 0
Academic Information 6150
Systems and Tech.
Othe_r Instructional Support 6190
Services
Admissions and Records 6200 584,939 12,952 571,987 0 571,987
Counseling and Guidance 6300
Counseling and Guidance 6310
Matriculation and Student 6320
Assessment
Transfer Programs 6330
Career Guidance 6340
Oti?er Student Counseling and 6390
Guidance
Other Student Services 6400
Dlsapled Students Programs & 6420
Services
Subtotal $24,201,764| $1,576,523( $22,625,241 $0| $22,625,241
Revised 9/03 Filing a Claim, Page 12
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Table 4 Indirect Cost Rate for Community Colleges (continued)

MANDATED COST FORM
INDIRECT COST RATE FOR COMMUNITY COLLEGES FAM-29C
(01) Claimant (02) Period of Claim
(03) Expenditures by Activity (04) Allowable Costs
Activity EDP Total Adjustments Total Indirect Direct
Extended Opponfmlty 6430
Programs & Services
Health Services 6440 0 0 0 0 0
Student Personnel Admin. 6450 289,926 12,953 276,973 0 276,973
Financial Aid Administration 6460 391,459 20,724 370,735 0 370,735
Job Placement Services 6470 83,663 0 83,663 0 83,663
Veterans Services 6480 25,427 0 25427\ - 0 25,427
Miscf-:-llaneous Student 6490 0 0 0 0 0
Services
Operation & Maintenance of 6500
Piant
Building Maintenance and 6510| 1,079,260 44,039 1,035,221 o| 1035221
Repairs .
Custodial Services 6530 1,227,668 33,677 1,193,991 0} 1,193,991
Grounds Maintenance and 6550| 596,257 70,807| 525,450 o| 525450
Repairs
Utilities 6570 1,236,305 0f 1,236,305 1,236,305
Other 6590 3,454 3,454 0 0
Planning, Policy Making, and 6600| 587,817 22451 565,366 565,366 0
Coordination ,
General Inst. Support Services 6700
Community Relations 6710 0 0 0 0 0
Fiscal Operations 6720 634,605 17,270 617,335 553,184 (a) 64,151
Human Resources 6730
Management
Noninstr.uctional Staff Benefits 6740
& Incentives
Staff Development 6750
Staff Diversity 6760
Logistical Services 6770
Management Information 6780
Systems
Subtotal $30,357,605| $1,801,898| $28,555,707| $1,118,550] $27,437,157
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Table 4 Indirect Cost Rate for Community Colleges (continued)
MANDATED COST FORM
INDIRECT COST RATE FOR COMMUNITY COLLEGES FAM-29C
(01) Claimant (02) Period of Claim
(03) Expenditures by Activity (04) Allowable Costs
Activity EDP Total Adjustments Total Indirect Direct
General Inst. Sup. Serv. (cont.) 6700
gg;:o Cr-twesn::l: Lr;ststutlonal 6790
Community Services 6800
Community Recreation 6810 703,858 20,509 683,349 0 683,348
Community Service Classes 6820 423,188 24,826 398,362 0 398,362
Community Use of Facilities 6830 89,877 10,096 79,781 0 79,781
Economic Development 6840
Other Community Svcs. &
Economic Development 6850
Ancillary Services 6900
Bookstores ] 6910 0 0 0 0 0
Child Development Center 6920 89,051 1,206 87,845 0 87,845
Farm Operations 6930 0 0 0 0 0
Food Services 6940 0 0 0 0 0
Parking 6950 420,274 6,857 413,417 0 413,417
Student Activities 6960 0 0 0 0 0
Student Housing 6970 0 0 0 0 0
Other 6990 0| 0 0 0 0
Auxiliary Operations 7000
Auxiliary Classes 7010] 1,124,557 12,401 1,112,156 o 1,112,156
Other Auxiliary Operations 7090 0 0 0 0 0
Phyéical Property Acquisitions 7100 814,318 814,318 0 0 0
(05) Total $34,022,728| $2,692,111] $31,330,617| $1,118,550( $30,212,067
(06) Indirect Cost Rate: (Total Indirect Cost/Total Direct Cost) 3,70233%

(07) Notes

{a) Mandated Cost activities designated as direct costs per claim instructions.
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9. Offset Against Mandated Claims

As noted previously, allowable costs are defined as those direct and indirect costs, less
applicable credits, considered to be eligible for reimbursement. When all or part of the costs of a
mandated program are specifically reimbursable from local assistance revenue sources (e.g.,
state, federal, foundation, etc.), only that portion of any increased costs payable from school
district funds is eligible for reimbursement under the provisions of GC Section 17561.

Example 1:

As illustrated in Table 5, this example shows how the "Offset against State Mandated Claims" is
determined for school districts receiving block grant revenues not based on a formula allocation.
Program costs for each of the situations equals $100,000.,

Table 5 Offset Against State Mandates, Example 1

Program Actual Local State Offset Against  Claimable
Costs Assistance  Mandated State Mandated Mandated
Revenues Costs Claims Costs

1. $100,000 $95,000 $2,500 $-0- $2,500
2 100,000 97,000 2,500 -0- 2,500
3. 100,000 98,000 2,500 500 2,000
4, 100,000 100,000 2,500 2,500 -0-
5 100,000 * 50,000 2,500 1,250 1,250
6 100,000 * 49,000 2,500 250 2,250

* School district share is $50,000 of the program cost.

Numbers (1) through (4), in Table 5, show intended funding at 100% from local assistance
revenue sources. Numbers (5) and (6) show cost sharing on a 50/50 basis with the district. In
numbers (1) through (6), included in the program costs of $100,000 are state mandated costs of
$2,500. The offset against state mandated claims is the amount of actual local assistance
revenues which exceeds the difference between program costs and state mandated costs. This
offset cannot exceed the amount of state mandated costs.

In (1), local assistance revenues were less than expectéd. Local assistance funding was not in
excess of the difference between program costs and state mandated costs. As a result, the offset
against state mandated claims is zero and $2,500 is claimable as mandated costs.

In (4), local assistance revenues were fully realized to cover the entire cost of the program,
including the state mandate activity; therefore, the offset against state mandated claims is $2,500,
and claimable costs are $0..

In (5), the district is sharing 50% of the project cost. Since local assistance revenues of $50,000
were fully realized, the offset against state mandated claims is $1,250.

In (6), local assistance revenues were less than the amount expended and the offset against
state mandated claims is $250. Therefore, the claimable mandated costs are $2,250.

Example 2:

As illustrated in Table 6, this example shows how the offset against state mandated claims is
determined for school districts receiving special project funds based on approved actual costs.
Local assistance revenues for special projects must be applied proportionately to approved costs.

Revised 9/03 Filing a Claim, Page 15

320




State of California Community College Mandated Cost Manual

Table 6 Offset Against State Mandates, Example 2

Program Actual Local State Offset Against Claimable

Costs Assistance Mandated State Mandated Mandated
Reyenues Costs Claims Costs
1. $100,000 $100,000 $2,500 $2,500 $-0-
2. 100,000 ** 75,000 2,500 1,875 625_
3. 100,000 ** 45,000 1,500 1,125 375

** School district share is $25,000 of the program cost.

In (2), the entire program cost was approved. Since the local assistance revenue source covers
75% of the program cost, it also proportionately covered 75% of the $2,500 state mandated

costs, or $1,875.

If in (3) local assistance revenues are less than the amount expected because only $60,000 of
the $100,000 program costs were determined fo be valid by the contracting agency, then a
proportionate share of state mandated costs is likewise reduced to $1,500. The offset against
state mandated claims is $1,125. Therefore, the claimable mandated costs are $375.

Federal and State Funding Sources

The listing in Appendix C is not inclusive of all funding sources that should be offset against
mandated claims but contains some of the more common ones. State school fund
apportionments and federal aid for education, which are based on average daily attendance and
are part of the general system of financing public schools as well as block grants which do not
provide for specific reimbursement of costs (i.e., allocation formulas not tied to expenditures),
should not be included as reimbursements from local assistance revenue sources.

Governing Authority

The costs of salaries and expenses of the governing authority, such as the school superintendent
and governing board, are not reimbursable. These are costs of general government as described
in the Office of Management and Budget Circular A-87, “Cost Principles for State, Local and
Indian Tribal Governments ".

10. Notice of Claim Adjustment

All claims submitted to the SCO are reviewed to determine if the claim was prepared in
accordance with the claiming instructions. If any adjustments are made to a claim, the claimant
will receive a "Notice of Claim Adjustments” detailing adjustments made by the SCO.

11. Audit of Costs

All claims submitted to the State Controller’s Office (SCO) are reviewed to determine if costs are
related to the mandate, are reasonable and not excessive, and the claim was prepared in
accordance with the SCO's claiming instrucitons and the Parameters and Guidelines (P's & G’s)
adopted by the Commission on State Mandates (COSM). If any adjustments are made to a claim,
a "Notice of Claim Adjustment" specifying the claim component adjusted, the amount adjusted,
and the reason for the adjustment, will be mailed within 30 days after payment of the claim.

Pursuant to Government Code (GC) Section 17558.5, subdivision (a), a reimbursement claim for
actual costs filed by a local agency or school district pursuant to this chapter is subject to the
initiation of an audit by the Controller no later than three years after the date that the actual
reimbursement claim is filed or last amended, whichever is later. However, if no funds are.
appropriated or no payment is made to a claimant for the program for the fiscal year for which the
claim is filed, the time for the Controller {o initiate an audit shall commence to run from the date of
initial payment of the claim. All documents used to support the reimbursable activities, must be
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retained during the period subject to audit. If an audit has been initiated by the Controller during
the period subject to audit, the retention period is extended until the ultimate resolution of any

audit findings.

On-site audits will be conducted by the SCO as deemed necessary. Accordingly, all
documentation to support actual costs claimed must be retained for a period of three years after
the end of the calendar year in which the reimbursement claim was filed or amended regardless
of the year of costs incurred. When no funds are appropriated for initial claims at the time the
claim is filed, supporting documents must be retained for three years from the date of initial
payment of the claim. Claim documentation shall be made available to the SCO on request.

12. Source Documents

To be eligible for mandated cost reimbursement for any fiscal year, only actual costs may be
claimed. Actual costs are those costs actually incurred to implement the mandated activities.
Actual costs must be traceable and supported by source documents that show the validity of such
costs, when they were incurred, and their relationship to the reimbursable activities. A source
document is a document created at or near the same time the actual cost was incurred for the
event or activity in question. Source documents may include, but are not limited to, employee
time records or time logs, sign-in sheets, invoices, and receipts.

Evidence corroborating the source documents may include, but is not limited to, worksheets, cost
allocation reports (system generated), purchase orders, contracts, agendas, training packets, and
declarations. Declarations must include a certification or declaration stating, *I certify under
penalty of perjury under the laws of the State of California that the foregoing is true and correct
based upon personal knowledge." Evidence corroborating the source documents may include
data relevant to the reimbursable activities otherwise in compliance with local, state, and federal
government requirements. However, corroborating documents cannot be substituted for source

documents.
13. Claim Forms and Instructions

A claimant may submit a computer generated report in substitution for Form-1 and Form-2,
provided the format of the report and data fields contained within the report are identical to the
claim forms included with these instructions. The claim forms provided with these instructions
should be duplicated and used by the claimant to file an estimated or reimbursement claim. The
SCO will revise the manual and claim forms as necessary.

A. Form-2, Component/Activity Cost Detail

This form is used to segregate the detail costs by claim component. In some mandates,
specific reimbursable activities have been identified for each component. The expenses
reported on this form must be supported by the official financial records of the claimant and
copies of supporting documentation, as specified in the claiming instructions, must be
submitted with the claims. All supporting documents must be retained for a period of not less
than three years after the reimbursement claim was filed or last amended.

B. Form-1, Claim Summary

This form is used to summarize direct costs by component and compute allowable indirect
costs for the mandate, The direct costs summarized on this form are derived from Form-2
and are carried forward to form FAM-27.
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Community colleges have the option of using a federally approved rate (i.e., utilizing the cost
accounting principles from the Office of Management and Budget Circular A-21) or form

FAM-29C.

C. Form FAM-27, Claim for Payment

This form contains a certification that must be signed by an authorized officer of the county.
All applicable information from Form-1 must be carried forward onto this form in order for the
SCO to process the claim for payment. An original and one copy of the FAM-27 is required.

Claims should be rounded to the nearest dollar. Submit a signed original and one copy of
form FAM-27, Claim for Payment, and all other forms and supporting documents (To
expedite the payment process, please sign the form FAM-27 with blue ink, and attach a
copy of the form FAM-27 to the top of the claim package.) Use the following mailing

addresses:

If delivered by If delivered by

U.S. Postal Service: Other delivery services:

Office of the State Controller Office of the State Controller

Attn: Local Reimbursements Section Attn: Local Reimbursements Section
Division of Accounting and Reporting Division of Accounting and Reporting
P.O. Box 942850 3301 C Street, Suite 500
Sacramento, CA 94250 Sacramento, CA 95816

14. RETENTION OF CLAIMING INSTRUCTIONS

For your conveniencs, the revised claiming instructions in this package have been arranged in
alphabetical order by program name. These revisions should be inserted in the School Mandated
Cost Manual and the old forms they replace should be removed. The instructions should then be
retained permanently for future reference, and the forms should be duplicated to meet your filing
requirements. Annually, updated forms and any other information or instructions claimants may
need fo file claims, as well as instructions and forms for all new programs released throughout the
year will be placed on the SCO's web site at www.sco.ca.gov/ard/local/locreim/index/shtml.

If you have any questions concerning mandated cost reimbursements, please write to us at the
address listed for filing claims, send e-mail to Irsdar@sco.ca.gov, or call the Local
Reimbursements Section at (916) 324-5729.

All claims submitted to the SCO are reviewed to determine if costs are related to the mandate,
are reasonable and not excessive, and the claim was prepared in accordance with the SCO's
claiming instructions and the COSM's P’s and G's. If any adjustments are made to a claim, a
"Notice of Claim Adjustment” specifying the claim component adjusted, the amount adjusted, and
the reason for the adjustment, will be mailed within 30 days after payment of the claim.

On-site audits will be conducted by the SCO as deemed necessary. Pursuant to GC Section
17558.5, subdivision (a), a reimbursement claim for actual costs filed by a school district is
subject to audit by the State Controller no later than three years after the date the actual
reimbursement claim was filed or last amended, whichever is later. However, if no funds were
appropriated or no payment was made to a claimant for the program for the fiscal year for which
the claim was filed, the time for the Controller to initiate an audit shall commence to run from the
date of initial payment of the claim. Therefore, all documentation to support actual costs claimed
must be retained for the same period, and shall be made available to the SCO on request.
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YOSEMITE COMMUNITY
COLLEGE DISTRICT

Audit Report
HEALTH FEE ELIMINATION PROGRAM

Chapter 1, Statutes of 1984, 2" Extraordinary Session,
and Chapter 1118, Statutes of 1987

July 1, 2002, through June 30, 2007

JOHN CHIANG

California State Controller

April 2009
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JOHN CHIANG
Talifornia State ontroller

April 30, 2009

Anne DeMartini, Board Chair

Board of Trustees

Yosemite Community College District
2201 Blue Gum Avenue

Modesto, CA 95358

Dear Ms. DeMartini:

The State Controller’s Office audited the costs claimed by Yosemite Community College District
for the legislatively mandated Health Fee Elimination Program (Chapter 1, Statutes of 1984,

2 Extraordinary Session, and Chapter 1118, Statutes of 1987) for the period of July 1, 2002,
through June 30, 2007.

The district claimed $1,203,995 ($1,213,995 less a $10,000 penalty for filing a late claim) for the
mandated program. Our audit disclosed that $752,122 is allowable and $451,873 is unallowable.
The costs are unallowable because the district claimed understated services and supplies costs,
overstated indirect costs, understated authorized health service fees, and understated offsetting
savings/reimbursements. The State paid the district $273,783. Allowable costs claimed exceed
the amount paid by $478,339.

If you disagree with the audit findings, you may file an Incorrect Reduction Claim (IRC) with
the Commission on State Mandates (CSM). The IRC must be filed within three years following
the date that we notify you of a claim reduction. You may obtain IRC information at CSM’s
Web site link at www.csm.ca.gov/docs/IRCForm.pdf.

If you have any questions, please contact Jim L. Spano, Chief, Mandated Cost Audits Bureau, at
(916) 323-5849.

Sincerely,
Original signed by

JEFFREY V. BROWNFIELD
Chief, Division of Audits

JVB/sk
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cc: Teresa Scott, Executive Vice Chancellor
Yosemite Community College District
Kuldeep Kaur, Specialist
Fiscal Planning and Administration
California Community Colleges Chancellor’s Office
Jeannie Oropeza, Program Budget Manager
Education Systems Unit
Department of Finance
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Yosemite Community College District Health Fee Elimination Program

Audit Report

Summary The State Controller’s Office (SCO) audited the costs claimed by
Yosemite Community College District for the legislatively mandated
Health Fee Elimination Program (Chapter 1, Statutes of 1984,
2" Extraordinary Session, and Chapter 1118, Statutes of 1987) for the
period of July 1, 2002, through June 30, 2007.

The district claimed $1,203,995 ($1,213,995 less a $10,000 penalty for
filing a late claim) for the mandated program. Our audit disclosed that
$752,122 is allowable and $451,873 is unallowable. The costs are
unallowable because the district claimed understated services and
supplies costs, overstated indirect costs, understated authorized health
service fees, and understated offsetting savings/reimbursements. The
State paid the district $273,783. Allowable costs claimed exceed the
amount paid by $478,339.

Background Chapter 1, Statutes of 1984, 2™ Extraordinary Session (E.S.) repealed
Education Code section 72246, which authorized community college
districts to charge a health fee for providing health supervision and
services, providing medical and hospitalization services, and operating
student health centers. This statute also required that health services for
which a community college district charged a fee during fiscal year (FY)
1983-84 had to be maintained at that level in FY 1984-85 and every year
thereafter. The provisions of this statute would automatically sunset on
December 31, 1987, reinstating the community college districts’
authority to charge a health service fee as specified.

Chapter 1118, Statutes of 1987, amended Education Code section 72246
(subsequently renumbered as section 76355 by Chapter 8, Statutes of
1993). The law requires any community college district that provided health
services in FY 1986-87 to maintain health services at the level provided
during that year for FY 1987-88 and for each fiscal year thereafter.

On November 20, 1986, the Commission on State Mandates (CSM)
determined that Chapter 1, Statutes of 1984, 2™ Extraordinary Session
imposed a “new program” upon community college districts by requiring
specified community college districts that provided health services in FY
1983-84 to maintain health services at the level provided during that year
for FY 1984-85 and for each fiscal year thereafter. This maintenance-of-
effort requirement applied to all community college districts that levied a
health service fee in FY 1983-84.

On April 27, 1989, the CSM determined that Chapter 1118, Statutes of
1987, amended this maintenance-of-effort requirement to apply to all
community college districts that provided health services in FY 1986-87,
requiring them to maintain that level in FY 1987-88 and for each fiscal
year thereafter.

-
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Health Fee Elimination Program

Objective, Scope,
and Methodology

Conclusion

The program’s parameters and guidelines establish the state mandate and
define reimbursement criteria. CSM adopted parameters and guidelines
on August 27, 1987, and amended them on May 25, 1989. In compliance
with Government Code section 17558, the SCO issues claiming
instructions to assist school districts in claiming mandated program
reimbursable costs,

We conducted the audit to determine whether costs claimed represent
increased costs resulting from the Health Fee Elimination Program for
the period of July 1, 2002, through June 30, 2007.

Our audit scope included, but was not limited to, determining whether
costs claimed were supported by appropriate source documents, were not
funded by another source, and were not unreasonable and/or excessive.

We conducted this performance audit under the authority of Government
Code sections 12410, 17558.5, and 17561. We did not audit the district’s
financial statements. We conducted the audit in accordance with
generally accepted government auditing standards. Those standards
require that we plan and perform the audit to obtain sufficient,
appropriate evidence to provide a reasonable basis for our findings and
conclusions based on our audit objectives. We believe that the evidence
obtained provides a reasonable basis for our findings and conclusions
based on our audit objectives.

We limited our review of the district’s internal controls to gaining an
understanding of the transaction flow and claim preparation process as
necessary to develop appropriate auditing procedures.

We asked the district’s representative to submit a written representation
letter regarding the district’s accounting procedures, financial records,
and mandated cost claiming procedures as recommended by generally
accepted government auditing standards. However, the district declined
our request,

Our audit disclosed instances of noncompliance with the requirements
outlined above. These instances are described in the accompanying
Summary of Program Costs (Schedule 1) and in the Findings and
Recommendations section of this report.

For the audit period, Yosemite Community College District claimed
$1,203,995 (81,213,995 less a $10,000 penalty for filing a late claim) for
costs of the Health Fee Elimination Program. Our audit disclosed that
$752,122 is allowable and $451,873 is unallowable.

For the FY 2002-03 claim, the State paid the district $39,067. Our audit
disclosed that the claimed costs are unallowable. The State will offset
$39,067 from other mandated program payments due the district.
Alternatively, the district may remit this amount to the State.
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Views of
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Restricted Use

For the FY 2003-04 claim, the State made no payment to the district. Our
audit disclosed that $70,158 is allowable. The State will pay that amount,
contingent upon available appropriations.

For the FY 2004-05 claim, the State made no payment to the district. Our
audit disclosed that $268,128 is allowable. The State will that amount,
contingent upon available appropriations.

For the FY 2005-06 claim, the State made no payment to the district. Our
audit disclosed that $230,962 is allowable. The State will that amount,
contingent upon available appropriations.

For the FY 2006-07 claim, the State paid the district $234,716. Our audit
disclosed that $182,874 is allowable. The State will offset $51,842 from
other mandated program payments due the district. Alternatively, the
district may remit this amount to the State,

We issued a draft audit report on March 12, 2009. Teresa Scott,
Executive Vice Chancellor, responded by letter dated March 24, 2009
(Attachment), disagreeing with the audit results except for Findings 1
and 3. This final audit report includes the district’s response.

This report is solely for the information and use of Yosemite Community
College District, the California Community Colleges Chancellor’s
Office, the California Department of Finance, and the SCO; it is not
intended to be and should not be used by anyone other than these
specified parties. This restriction is not intended to limit distribution of
this report, which is a matter of public record.

Original signed by

JEFFREY V. BROWNFIELD
Chief, Division of Audits

April 30, 2009
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Schedule 1—
Summary of Program Costs
July 1, 2002, through June 30, 2007

Actual Costs Allowable Audit
Cost Elements Claimed per Audit Adjustment  Reference '

July 1, 2002, through June 30, 2003
Direct costs:

Salaries $ 248395 $ 248395 § —

Benefits 77,779 71,779 —

Services and supplies 70,613 70,613 —
Total direct costs 396,787 396,787 —
Indirect costs 95,030 84,206 (10,824) Finding 2
Total direct and indirect costs 491,817 480,993 (10,824)
Less authorized health service fees (446,250) (490,194) (43,944) Finding 4
Less offsetting savings/reimbursements (6,500) (21,458) (14,958) Finding 5
Subtotal 39,067 (30,659) (69,726)
Audit adjustments that exceed costs claimed — 30,659 30,659
Total program costs $ 39,067 — $ (39,067)
Less amount paid by the State (39,067)
Allowable costs claimed in excess of (less than) amount paid $ (39,067
July 1, 2003, through June 30, 2004
Direct costs:

Salaries $ 264,370 $ 264370 $ —

Benefits 116,417 116,417 —

Services and supplies 89,423 90,508 1,085 Finding 1
Total direct costs 470,210 471,295 1,085
Indirect costs 118,916 89,621 (29,295) Finding 2
Total direct and indirect costs 589,126 560,916 (28,210)
Less authorized health service fees (431,580) (442,899) (11,319) Findings 3, 4
Less offsetting savings/reimbursements (6,500) (47,859) (41,359) Finding 5
Total program costs $ 151,046 70,158 $ (80,888)
Less amount paid by the State —
Allowable costs claimed in excess of (less than) amount paid $ 70,158

-4-
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Schedule 1 (continued)

Actual Costs Allowable Audit
Cost Elements Claimed per Audit Adjustment  Reference’

July 1, 2004, through June 30, 2005
Direct costs:

Salaries § 303,647 $ 303,647 §$ —

Benefits 141,296 141,296 —

Services and supplies 73,063 73,237 174 Finding 1
Total direct costs 518,006 518,180 174
Indirect costs 180,680 187,633 6,953 Finding 2
Total direct and indirect costs 698,686 705,813 7,127
Less authorized health service fees (411,492) (416,184) (4,692) Finding 4
Less offsetting savings/reimbursements (6,500) (21,501) (15,001) Finding 5
Total program costs $ 280,694 268,128 § (12,566)
Less amount paid by the State —
Allowable costs claimed in excess of (less than) amount paid $ 268,128
July 1, 2005, through June 30, 2006
Direct costs:

Salaries $ 344990 $ 344990 $ —

Benefits 159,108 159,108 —

Services and supplies 99,407 107,911 8,504 Finding 1
Total direct costs 603,505 612,009 8,504
Indirect costs 219,555 203,371 (16,184) Finding 2
Total direct and indirect costs 823,060 815,380 (7,680)
Less authorized health service fees (402,179) (554,058) (151,879) Finding 4
Less offsetting savings/reimbursements (7,557) (30,360) (22,803) Finding 5
Total program costs $ 413,324 230,962 $ (182,362)
Less amount paid by the State —
Allowable costs claimed in excess of (less than) amount paid $ 230,962
July 1, 2006, through June 30, 2007
Direct costs:

Salaries $ 453320 $ 453320 $ —

Benefits 187,474 187,474 —

Services and supplies 105,929 105,929 —_
Total direct costs 746,723 746,723 —
Indirect costs 306,679 259,188 (47,491) Finding 2
Total direct and indirect costs 1,053,402 1,005,911 (47,491)
Less authorized health service fees (709,335) (774,633) (65,298) Finding 4
Less offsetting savings/reimbursements (14,203) (38,889) (24,686) Finding 5
Less late filing penalty (10,000) (9,515) 485
Total program costs $ 319,864 182,874  $ (136,990)
Less amount paid by the State (234,716)
Allowable costs claimed in excess of (less than) amount paid $ (51,842

-5~
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Yosemite Community College District Health Fee Elimination Program

Schedule 1 (continued)

Actual Costs Allowable Audit
Cost Elements Claimed per Audit Adjustment  Reference '

Summary: July 1, 2002, through June 30, 2007
Direct costs:

Salaries $ 1,614,722 $ 1,614,722 § —

Benefits 682,074 682,074 —

Services and supplies 438,435 448,198 9,763
Total direct costs 2,735,231 2,744,994 9,763
Indirect costs 920,860 824,019 (96,841)
Total direct and indirect costs 3,656,091 3,569,013 (87,078)
Less authorized health service fees (2,400,836) (2,677,968) (277,132)
Less offsetting savings/reimbursements (41,260) (160,067)  (118,807)
Less late filing penalty 2 (10,000) (9,515) 485
Subtotal 1,203,995 721,463 (482,532)
Audit adjustments that exceed costs claimed — 30,659 30,659
Total program costs $ 1,203,995 752,122 § (451,873)
Less amount paid by the State (273,783)
Allowable costs claimed in excess of (less than) amount paid $ 478339

! See the Findings and Recommendations section.

% The district incorrectly self-assessed a $10,000 late claim penalty. The correct penalty amount is $9,515.

-6-
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Findings and Recommendations

FINDING 1— The district understated services and supplies by $9,763 for the audit
period. The district accounted for most health services-related revenues
and expenses in its Fund 14 accounts. The district claimed costs based on
its Fund 14 accounts. However, the district separately accounted for
some student fee revenue and related materials and supplies expenses in
separate Fund 12 accounts that the district did not include in claimed
costs. This finding reports an audit adjustment for the understated
services and supplies. We reported an audit adjustment for the associated
understated revenue in Finding 5 of our report.

Understated services
and supplies

The following table summarizes the audit adjustment.

Fiscal Year
2003-04 2004-05 2005-06 Total

Audit adjustment $ 1085 §$§ 174 $ 8504 $ 9,763

The parameters and guidelines state that all costs claimed must be
traceable to source documents and/or worksheets that show evidence of
the validity of such costs.

Recommendation

We recommend that the district claim health services costs that its
accounting records support.

District’s Response

The District does not dispute this finding.

SCO’s Comment

Our finding and recommendation are unchanged.
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FINDING 2—
Overstated indirect
costs

The district overstated indirect costs by $96,841 for the audit period. The
district overstated or understated indirect costs for each fiscal year.

For fiscal year (FY) 2002-03 and FY 2003-04, the district claimed
indirect costs based on indirect cost rates prepared using the principles of
Title 2, Code of Federal Regulations, Part 220 (Office of Management
and Budget Circular A-21). The district also had separate federally-
approved rates. The district claimed indirect costs using indirect cost
rates that did not agree with its federally-approved rate. We calculated
allowable indirect costs based on the district’s federally-approved rate.
We applied the district’s federally-approved rate to allowable salaries
and wages, which is the direct cost base identified in the federal approval
letter.

For FY 2004-05, FY 2005-06, and FY 2006-07, the parameters and
guidelines and the SCO’s claiming instructions do not provide districts
the option of using a federally-approved rate. The district claimed
indirect costs based on indirect cost rates it prepared using the FAM-29C
methodology allowed by the parameters and guidelines and the SCO’s
claiming instructions. However, the district did not allocate direct and
indirect costs as specified in the claiming instructions. We recalculated
the rates and applied the allowable indirect cost rates to allowable direct
costs.

The following table summarizes the audit adjustment:

Fiscal Year
2002-03  2003-04  2004-05  2005-06  2006-07 Total
Allowable salaries and wages $ 248,395 $264,370 § — 3 — § —
Allowable direct costs — — 518,180 612,009 746,723
Allowable indirect cost rate  x 33.90% x 33.90% x 36.21% x 33.23% x 34.71%
Allowable indirect costs 84,206 89,621 187,633 203,371 259,188

Less indirect costs claimed
Audit adjustment

(95,030) (118,916) (180,680) (219,555) (306,679
$ (10,824) $ (29,295) § 6,953 $ (16,184) $ (47,491) $ (96,841)

The parameters and guidelines state, “Indirect costs may be claimed in
the manner described by the State Controller in his claiming
instructions.”

For FY 2002-03 and FY 2003-04, the SCO’s claiming instructions state:

A college has the option of using a federally approved rate, utilizing the
cost accounting principles from Office of Management and Budget
Circular A-21 "Cost Principles for Educational Institutions," or the
Controller's [FAM-29C] methodology . . ..

For FY 2004-05 forward, the SCO’s claiming instructions state:

A CCD [community college district] may claim indirect costs using the
Controller’s methodology (FAM-29C). . . If specifically allowed by a
mandated program’s [parameters and guidelines], a district may
alternately choose to claim indirect costs using either (1) a federally
approved rate prepared in accordance with Office of Management and
Budget (OMB) Circular A-21, Cost Principles for Educational
Institutions; or (2) a flat 7% rate.

-8-
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Because the Health Fee Elimination Program’s parameters and
guidelines do not specifically allow for a federally-approved rate, the
district’s federally-approved rates are irrelevant for FY 2004-05, FY
2005-06, and FY 2006-07.

Recommendation

We recommend that the district claim indirect costs based on indirect
cost rates computed in accordance with the SCO’s claiming instructions.
For the Health Fee Elimination Program, the district should prepare its
indirect cost rate proposals using SCO’s FAM-29C methodology.

District’s Response

FY 2002-03 and FY 2003-04

Since federally approved rates are an acceptable alternative method, the
District does not dispute this audit finding as to FY 2002-03 and FY
2003-04.

FY 2004-05 and FY 2005-06

The draft audit report is factually in error when it states that the District
prepared indirect cost rate proposals for FY 2004-05 and FY 2005-06
in accordance with OMB A-21. No proposal was made to any state or
federal agency for an “approved” indirect cost rate. The District used
the same FAM-29C method based on the CCFS-311 as the auditor, but
made different allocations of indirect costs. The principal difference is
that the District used the capital costs stated in the CCFS-311, whereas
the Controller deleted these capital costs and substituted depreciation
expense as stated on the District’s annual financial statements.

FY 2006-07

The District used the same FAM-29C method based on the CCFS-311
as did the auditor. . .. The remaining difference in the rate claimed
by the District in the amended FY 2006-07 claim and the audited
rate is a result of differences in how some of the indirect costs were
treated.

Parameters and Guidelines

The parameters and guidelines for the Health Fee Elimination program
(as last amended on May 25, 1989), which are the legally enforceable
standards for claiming costs, state that: “Indirect costs may be claimed
in the manner described by the Controller in his claiming instructions.”
(Emphasis added) Therefore, the parameters and guidelines do not
require that indirect costs be claimed in the manner described by the
Controller,

Since the Controller’s claiming instructions were never adopted as
rules or regulations, they have no force of law. The burden is on the
Controller to show that the indirect cost rate used by the District is
excessive or unreasonable, which is the only mandated cost audit
standard in statute (Government Code Section 17651(d)(2)). If the
Controller wishes to enforce different audit standards for mandated cost
reimbursement, the Controller should comply with the Administrative
Procedure Act.

-9-
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Prior Year CCFS-311

The draft audit report did not disclose that for FY 2004-05, FY
2005-06, and FY 2006-07, the audit used the most recent CCFS-311
information available for the calculation of the indirect cost rate.
The District used the prior year CCFS-311. The CCFS-311 is prepared
based on annual costs from the prior fiscal year for use in the
current budget year. When the audit utilizes a different CCFS-311
than the District, this constitutes an undisclosed audit adjustment. The
audit report does not state an enforceable requirement to use the most
current CCFS-311.

As a practical example of how unjustifiable the Controller's position is
on prior year CCFS-311 reports, note that the federally approved
indirect cost rates (such as the federal rate the audit used for FY
2002-03 and FY 2003-04) are approved for periods of two to four
years. This means the data from which the rates were calculated can be
from three to five years prior to the last year in which the federal rate is
used.

SCQO’s Comment

We modified our audit finding slightly for clarification. Our audit
adjustment and recommendation are unchanged. Our comments to the
district’s response are as follows:

FY 2004-05 and FY 2005-06

The district inaccurately states “No proposal was made to any state or
federal agency for an ‘approved’ indirect cost rate.” On March 25, 2004,
the U.S. Department of Health and Human Services approved the
district’s indirect cost rate for FY 2004-05 through FY 2007-08.
However, the district did not use these federally approved rates to claim
mandate-related indirect costs. We modified our audit finding to state
that the district submitted indirect cost rate proposals using FAM-29C
methodology for FY 2004-05 and FY 2005-06. In its response, the
district states that it did not adhere to the SCO’s claiming instructions
because it “made different allocations of indirect costs.” The parameters
and guidelines state, “Indirect costs may be claimed in the manner
described by the State Controller in his claiming instructions.”

FY 2006-07

The district did not provide its FY 2006-07 ICRP in time for inclusion in
the draft report. Therefore, our draft audit report stated that the district
did not provide its FY 2006-07 ICRP. We modified our audit finding to
state that the district prepared its FY 2006-07 ICRP using FAM-29C
methodology.

The district did not allocate direct and indirect costs as specified in the
SCO’s claiming instructions.

-10-
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Parameters and Guidelines

The parameters and guidelines state, “Indirect costs may be claimed in
the manner described by the State Controller in his claiming
instructions.” The district misinterprets the phrase “may be claimed” by
concluding that compliance with the claiming instructions is voluntary.
The district’s assertion is invalid, as it would allow districts to claim
indirect costs in whatever manner they choose. Instead, “may be
claimed” simply permits the district to claim indirect costs. However, if
the district claims indirect costs, then the district must comply with the
SCO’s claiming instructions.

Neither this district nor any other district requested that the Commission
on State Mandates (CSM) review the SCO’s claiming instructions
pursuant to Title 2, California Code of Regulations (CCR), Section 1186.
Furthermore, the district may not now request a review of the claiming
instructions applicable to the audit period. Title 2 CCR 1186(j)(2) states,
“A request for review filed after the initial claiming deadline must be
submitted on or before January 15 following a fiscal year in order to
establish eligibility for reimbursement for that fiscal year.”

The district contends that “The burden is on the Controller to show that
the indirect cost rate used by the District is excessive or unreasonable,
which is the only mandated cost audit standard in statute....”
Government Code section 17558.5 requires the district to file a
reimbursement claim for actual mandate-related costs. Government Code
section 17561, subdivision (d)(2), allows the SCO to audit the district’s
records to verify actual mandate-related costs and reduce any claim that
the SCO determines is excessive or unreasonable, In addition,
Government Code section 12410 states, “The Controller shall audit all
claims against the state, and may audit the disbursement of any state
money, for correctness, legality, and for sufficient provisions of law for
payment.” Therefore, the district’s contention is without merit.

Nevertheless, the SCO did conclude that the district’s FY 2005-06 and
FY 2006-07 indirect cost rates were excessive. (The SCO concluded that
the district understated its FY 2004-05 indirect cost rate. The district did
not explain why it is contesting an audit adjustment in its favor.)
“Excessive” is defined as “exceeding what is usual, proper, necessary, or
normal. . .. Excessive implies an amount or degree too great to be
reasonable or acceptable. . . [emphasis added].”! The SCO calculated
indirect cost rates using the alternative methodology identified in the
SCO’s claiming instructions. The alternative methodology indirect cost
rates did not support the rates that the district claimed; thus, the claimed
rates were excessive.

! Merriam-Webster’s Collegiate Dictionary, Tenth Edition, © 2001.
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Yosemite Community College District

FINDING 3—
Offsetting savings/
reimbursements
incorrectly reported as
authorized health
service fees

Prior Year CCFS-311

The district states, “The CCFS-311 is prepared based on annual costs
from the prior fiscal year for use in the current budget year.”
Although this is how the district used its data, there are no mandate-
related  authoritative criteria supporting this methodology.
Government Code section 17558.5 requires the district to file a
reimbursement claim for actual mandate-related costs. In addition, the
parameters and guidelines require the district to report actual costs.
For each fiscal year, “actual costs” are costs of the current fiscal year,
not costs from a prior fiscal year.

The parameters and guidelines and the SCO’s claiming instructions
do not allow districts to claim indirect costs based on federally
approved rates in FY 2004-05, FY 2005-06, and FY 2006-07.
Therefore, the district’s comments regarding federally approved rates
are irrelevant.

The district incorrectly reported offsetting savings/reimbursements
totaling $39,090 as authorized health service fees in FY 2003-04. This
amount included interest revenue, duplicate staff charges that the district
also claimed as offsetting savings/reimbursements, and miscellaneous
student fees that the district recognized when it converted from cash to
accrual-basis accounting,

The following table summarizes the audit adjustment and the adjusted
authorized health service fees claimed:

Fiscal Year
2003-04
Interest $ 12,625
Staff charges 6,500
Miscellaneous student fees 19,965
Audit adjustment 39,090
Authorized health service fees claimed (431,580)
Adjusted authorized health service fees claimed $(392,490)

The parameters and guidelines state, “Reimbursement for this mandate
received from any source, e.g., federal, state, etc., shall be identified and
deducted from this claim.” The SCO’s claiming instructions direct
claimants to separately report authorized health service fees and other
reimbursements. Except for the duplicate staff charges, we recognized
these revenues in our audit adjustment for understated offsetting
savings/reimbursements in Finding 5.

Recommendation

We recommend that the district properly claim revenue as offsetting
savings/reimbursements when the revenue is unrelated to the authorized
student health fee.

-12-
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FINDING 4—
Understated
authorized health
service fees

District’s Response

The District does not dispute this finding.
SCO’s Comment

Our finding and recommendation are unchanged.

The district understated authorized health service fees by $316,222 for
the audit period. The district understated these fees because it reported
actual receipts rather than authorized fees and because it did not charge
students the full authorized fee amount in FY 2005-06 and FY 2006-07.

Mandated costs do not include costs that are reimbursable from
authorized fees. Government Code section 17514 states that “costs
mandated by the state” means any increased costs that a school district is
required to incur. To the extent community college districts can charge a
fee, they are not required to incur a cost. In addition, Government Code
section 17556 states that the Commission on State Mandates shall not
find costs mandated by the State if the school district has the authority to
levy fees to pay for the mandated program or increased level of service.

For the audit period, Education Code section 76355, subdivision (c),
states that health fees are authorized for all students except those who:
(1) depend exclusively on prayer for healing; (2) are attending a
community college under an approved apprenticeship training program;
or (3) demonstrate financial need. The California Community Colleges
Chancellor’s Office (CCCCO) identified the fees authorized by
Education Code section 76355, subdivision (a). For FY 2002-03 and FY
2003-04, the authorized fees were $12 per semester and $9 per summer
session. For FY 2004-05, the authorized fees were $13 per semester and
$10 per summer session. For FY 2005-06, the authorized fees were $14
per semester and $11 per summer session. For FY 2006-07, the
authorized fees were $15 per semester and $12 per summer session.

We obtained student enroliment and Board of Governors Grant (BOGG)
recipient data from the CCCCO. The CCCCO identified enrollment and
BOGG recipient data from its management information system (MIS)
based on student data that the district reported. CCCCO identified the
district’s enrollment based on CCCCO’s MIS data element STD7, codes
A through G. CCCCO eliminated any duplicate students based on their
social security numbers. From the district enrollment, CCCCO identified
the number of BOGG recipients based on MIS data element SF21, all
codes with first letter of B or F. The district does not have an
apprenticeship program and it did not identify any students that it
excluded from the health service fee pursuant to Education Code section
76355, subdivision (c)(1).
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The following table shows the authorized health service fee calculation
and audit adjustment;

Semester
Summer Fall Spring Total

Fiscal Year 2002-03
Number of enrolled students 10,568 24,587 22,472
Less number of BOGG recipients (2,694) (6,214 (5,901)
Subtotal 7,874 18,373 16,571
Authorized health fee rate x $(9) x  $12) x  $12
Authorized health service fees $ (70,866) $(220,476) $(198,852) $(490,194)
Less authorized health service fees claimed 446,250
Audit adjustment (43,944)
Fiscal Year 2003-04
Number of enrolled students 9,580 22,631 22,031
Less number of BOGG recipients (2,569 (6,486) (6,526)
Subtotal 7,011 16,145 15,505
Authorized health fee rate x $(9) x  $(12) x  $(12)
Authorized health service fees $ (63,099) $(193,740) $(186,060) (442,899)
Less adjusted authorized health service

fees claimed (Finding 3) 392,490
Audit adjustment (50,409
Fiscal Year 2004-05
Number of enrolled students 9,865 21,620 20,839
Less number of BOGG recipients (3,734 (7,672) (7,489)
Subtotal 6,131 13,948 13,350
Authorized health fee rate x  $00) x  $13 x  $13)
Authorized health service fees $ (61,310) $(181,324) $(173,550) (416,184)
Less authorized health service fees claimed 411,492
Audit adjustment (4,692)
Fiscal Year 2005-06
Number of enrolled students 10,127 21,763 21,020
Less number of BOGG recipients (4,007 (8,016) —
Subtotal 6,120 13,747 21,020
Authorized health fee rate X 3D x  $14 x 304
Authorized health service fees $ (67,320) $(192,458) $(294,280) (554,058)
Less authorized health service fees claimed 402,179
Audit adjustment (151,879)
Fiscal Year 2006-07
Number of enrolled students 10,579 22,214 20,965
Authorized health fee rate x 12y x  $(15 x  $(15)
Authorized health service fees $(126,948) $(333,210) $(314,475) (774,633)
Less authorized health service fees claimed 709,335
Audit adjustment (65,298)
Total audit adjustment $(316,222)
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Recommendation

We recommend that the district deduct authorized health service fees
from mandate-related costs claimed. To properly calculate authorized
health service fees, we recommend that the district identify the number
of enrolled students based on CCCCO data element STD7, codes A
through G. The district should eliminate duplicate entries for students
who attend more than one of the district’s colleges. In addition, we
recommend that the district maintain documentation that identifies the
number of students excluded from the health service fee based on
Education Code section 76355, subdivision (¢)(1). If the district denies
health services to any portion of its student population, it should maintain
contemporaneous documentation of a district policy that excludes those
students and documentation identifying the number of students excluded.

District’s Response

The audit utilizes student enrollment information from the State
Community College Chancellor's data base. These statistics are not
available to districts at the time the claims are prepared nor does the
audit report substantiate this source as either uniquely accurate or
superior to enrollment data maintained by the District and
independently audited each year. However, since the District did not
calculate the fees based on student enrollment, this is not a District
annual claim issue, but a Controller's audit adjustment rationale.

COLLECTIBLE STUDENT HEALTH SERVICE FEES

The District asserts that the “collectible method” of determining the
student health service fee revenue offset is not supported by law or fact.

“Authorized” Fee Amount

There is no “authorized” rate other than the amounts stated in
Education Code Section 76355. The draft audit report alleges that
claimants must compute the total student health fees collectible based
on the highest authorized rate. The draft audit report does not provide
the statutory basis for the calculation of the “authorized” rate, nor the
source of the legal right of any state entity to “authorize” student
health services rates absent rulemaking or compliance with the
Administrative Procedure Act by the “authorizing” state agency.

Optional Fee

Education Code Section 76355, subdivision (a), states that “[tjhe
governing board of a district maintaining a community college may
require community college students to pay a fee...for health
supervision and services. . .. ” There is no requirement that community
colleges levy these fees. The permissive nature of the provision is
further illustrated in subdivision (b) which states; “If, pursuant to this
section, a fee is required, the governing board of the district shall
decide the amount of the fee, if any, that a part-time student is required
to pay. The governing board may decide whether the fee shall be
mandatory or optional® (Emphasis supplied in both instances).
Therefore, districts have the option of charging a fee to some or all of
its students.
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Government Code Section 17514

The draft audit report relies upon Government Code Section 17514 for
the conclusion that “[t]o the extent that community college districts
can charge a fee, they are not required to incur a cost.” First,
charging a fee has no relationship to whether costs are incurred to
provide the student health services program. Second, Government
Code Section 17514, as added by Chapter 1459, Statutes of 1984,
actually states:

“Costs mandated by the state” means any increased costs which a
local agency or school district is required to incur after July 1,
1980, as a result of any statute enacted on or after January 1, 1975,
or any executive order implementing any statute enacted on or
after January 1, 1975, which mandates a new program or higher
level of service of an existing program within the meaning of
Section 6 of Article XIII B of the California Constitution.

The operating cost of the student health service program is not
determined by the fees collected. There is nothing in the language of
the statute regarding the authority to charge a fee, or any nexus of fee
revenue to increased cost, or any language that describes the legal
effect of fees collected.

Government Code Section 17556

The draft audit report relies upon Government Code Section 17556 for
the conclusion that “the Commission on State Mandates (CSM) shall
not find costs mandated by the State if the school district has the
authority to levy fees to pay for the mandated program or increased
level of service.”

The draft audit report misrepresents the law. Government Code Section
17556 prohibits the Commission on State Mandates from finding costs
subject to reimbursement, that is, approving a test claim activity for
reimbursement, where the authority exists to levy fees in an amount
sufficient to offset the entire mandated costs. Here, the Commission has
already approved the test claim and made a finding of a new program
or higher level of service for which the claimants do not have the
ability to levy a fee in an amount sufficient to offset the entire
mandated costs.

Parameters and Guidelines

The parameters and guidelines, as last amended on May 25, 1989, state,
in relevant part: “dny offsetting savings that the claimant experiences
as a direct result of this statute must be deducted from the costs
claimed. . . This shall include the amount of [student fees] as authorized
by Education Code Section 72246(a).” The use of the term “any
offsetting savings” further illustrates the permissive nature of the fees.
Student fees actually collected must be used to offset costs, but not
student fees that could have been collected and were not, because
uncollected fees are “offsetting savings™ that were not “experienced.”
The parameters and guidelines do not allow the Controller to reduce
claimed costs by revenue never received by the claimants and such an
offset is contrary to the generally accepted accounting principle that
requires revenues and costs to be properly matched.
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SCO’s Comment

Our finding and recommendation are unchanged. The district states,
“The audit utilizes student enrollment information from the State
Community College Chancellor’s data base. These statistics are not
available to districts at the time the claims are prepared nor does the
audit report substantiate this source as either uniquely accurate or
superior to enrollment data maintained by the District. . ..” This is the
district’s own data. In addition, the district implies that the SCO used
data that is somehow different from “enrollment data maintained by the
District.” Our audit used data retrieved from the California Community
Colleges Chancellor’s Office (CCCCO). The CCCCO data is extracted
directly from enrollment information that the district submitted. Districts
are required to submit this data to the CCCCO within one month after
each term ends; thus, the district has its fiscal year enrollment data
available approximately seven months before its mandated program
claims are due to the state.

The district also states, “Since the District did not calculate the fees
based on student enrollment, this is not a District annual claim issue, but
a Controller’s audit adjustment rationale.” We disagree; this is a district
annual claim issue. For its FY 2002-03 claim, the district reported
inaccurate student enrollment. For its FY 2003-04 through FY 2006-07
claims, the district failed to follow specific SCO claiming instructions.
The district did not report student enrollment and did not calculate the
total health fees that could have been collected.

“Authorized” Fee Amount

We agree that Education Code section 76355 (specifically, subdivision
(a)) authorizes the health service fee rate. The statutory section also
provides the basis for calculating the authorized rate applicable to each
fiscal year. The statutory section states:

(1) The governing board of a district maintaining a community college
may require. community college students to pay a fee in the total
amount of not more than ten dollars ($10) for each semester, seven
dollars ($7) for summer school, seven dollars ($7) for each intersession
of at least four weeks, or seven dollars ($7) for each quarter for health
supervision and services, including direct or indirect medical and
hospitalization services, or the operation of a student health center or
centers, or both.

(2) The governing board of each community college district may
increase this fee by the same percentage increase as the Implicit Price
Deflator for State and Local Government Purchase of Goods and
Services. Whenever that calculation produces an increase of one dollar
($1) above the existing fee, the fee may be increased by one dollar ($1).

The CCCCO notifies districts when the authorized rate increases
pursuant to Education Code section 76355, subdivision (a)(2). Therefore,
the Administrative Procedures Act is irrelevant.
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Optional Fee

We agree that community college districts may choose not to levy a
health service fee or to levy a fee less than the authorized amount.
Regardless of the district’s decision to levy or not levy the authorized
health service fee, Education Code section 76355, subdivision (a),
provides districts the authority to levy the fee.

Government Code Section 17514

Government Code section 17514 states, “‘Costs mandated by the state’
means any increased costs which a local agency or school district is
required [emphasis added] to incur. ... The district ignores the direct
correlation that if the district has authority to collect fees attributable to
health service expenses, then it is not required to incur a cost. Therefore,
those health service expenses do not meet the statutory definition of
mandated costs.

Government Code Section 17556

The district presents an invalid argument that the statutory language
applies only when the fee authority is sufficient to offset the “entire”
mandated costs. The CSM recognized that the Health Fee Elimination
Program’s costs are not uniform between districts. Districts provided
different levels of service in FY 1986-87 (the “base year”). Furthermore,
districts provided these services at varying costs. As a result, the fee
authority may be sufficient to pay for some districts’ mandated program
costs, while it is insufficient to pay the “entire” cost of other districts.
Meanwhile, Education Code section 76355 (formerly section 72246)
established a uniform health service fee assessment for students
statewide. Therefore, the CSM adopted parameters and guidelines that
clearly recognize an available funding source by identifying the health
service fees as offsetting reimbursements. To the extent that districts
have authority to charge a fee, they are not required to incur a cost.

Two court cases addressed the issue of fee authority.” Both cases
concluded that “costs” as used in the constitutional provision, exclude
“expenses that are recoverable from sources other than taxes.” In both
cases, the source other than taxes was fee authority.

% County of Fresno v. California (1991) 53 Cal. 3d 482; Connell v. Santa
Margarita (1997) 59 Cal. App. 4" 382.

-18-

346




Yosemite Community College District

Health Fee Elimination Program

Parameters and Guidelines

The district incorrectly interprets the parameters and guidelines’
requirement regarding authorized health service fees. The CSM clearly
recognized the availability of another funding source by including the
fees as offsetting savings in the parameters and guidelines. The CSM’s
staff analysis of May 25, 1989, states the following regarding the
proposed parameters and guidelines amendments that the CSM adopted
that day:

Staff amended Item “VIII, Offsetting Savings and Other
Reimbursements” to reflect the reinstatement of [the] fee authority.

In response to that amendment, the [Department of Finance (DOF)] has
proposed the addition of the following language to Item VIIL. to clarify
the impact of the fee authority on claimants’ reimbursable costs:

“If a claimant does not levy the fee authorized by Education Code
Section 72246(a), it shall deduct an amount equal to what it would have
received had the fee been levied.”

Staff concurs with the DOF proposed language which does not
substantively change the scope of Item VIII.

Thus, the CSM concluded that claimants must deduct authorized health
service fees from mandate-reimbursable costs claimed. Furthermore, the
staff analysis included an attached letter from the CCCCO dated April 3,
1989. In that letter, the CCCCO concurred with the DOF and the CSM
regarding authorized health service fees.

The CSM did not revise the proposed parameters and guidelines
amendments further, as the CSM’s staff concluded that DOF’s proposed
language did not substantively change the scope of its proposed
language. The CSM’s meeting minutes of May 25, 1989, show that the
CSM adopted the proposed parameters and guidelines on consent, with
no additional discussion. Therefore, no community college districts
objected and there was no change to the CSM’s conclusion regarding
authorized health service fees.

The district states that “such an offset is contrary to the generally
accepted accounting principle that requires revenues and costs to be
properly matched.” This statement is presented out of context;
generally accepted accounting principles are not controlling criteria in
identifying authorized health fee revenues attributable to the Health
Fee Elimination mandated program. If a district voluntarily assesses
less than the authorized health service fees, or fails to collect fees
assessed, it is the district’s responsibility to “match” health service
expenditures with other district revenue sources.
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FINDING 5— The district understated offsetting savings/reimbursements by $118,807

PR

Understated offsetting for the audit period.

savings/reimbursements o . . . .
The district did not report offsetting savings/reimbursements for interest,

student fees, and other miscellaneous revenue documented in its
accounting records. The district charged students a separate fee for
various health services that it provided. In FY 2003-04, the district also
recognized miscellaneous revenue as it converted from a cash to accrual
basis accounting system.

The following table summarizes the audit adjustment:

Fiscal Year
2002-03  2003-04  2004-05  2005-06  2006-07 Total
Interest $ (16,890) $ (12,625) $ (13,216) $ (17,014) $ (24,686) $ (84,431)
Student fees and other
miscellaneous revenue 1,932 (28,734) (1,785) (5,789) — (34,376)
Audit adjustment $ (14,958) $ (41,359) $ (15,001) § (22,803) $ (24,686) $(118,807)

The parameters and guidelines state:

Any offsetting savings the claimant experiences as a direct result of this
statute must be deducted from the costs claimed. In addition,
reimbursement for this mandate received from any source, e.g., federal,
state, etc., shall be identified and deducted from this claim.

Recommendation

We recommend that the district report all offsetting savings/
reimbursements on its mandated cost claims.

District’s Response

Finding 5 offsets $84,431 of interest income against the claimed cost of
the student health services program. ... The interest income is paid
by the Stanislaus County Treasurer where the District deposits its
cash in a pooled investment fund. The District allocates the total
investment income reported by the County to its various funds.

The draft audit report characterizes the interest income offset as an
“offsetting savings/reimbursement”. . . .

The parameters and guidelines criteria for offsetting savings and
reimbursements do not apply to interest income. First, the interest
income is not generated “as a direct result of’ Education Code
76355, the statutory basis for the student health services program.
Indeed, since the student health service program operates at a loss (the
reason for the annual mandate claim for excess costs), the student
health service program cannot generate investment principal. Second,
the interest income is neither state nor federal reimbursement for
providing the student health service program. Third, the interest income
is not fees paid by others for services not included in the student health
service program.
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OTHER ISSUE—
FY 2006-07 amounts
paid

SCO’s Comment

The parameters and guidelines state, “Any offsetting savings the
claimant experiences as a direct result of this statute must be deducted
from the costs claimed.” In its response, the district confirms that it
received pooled investment fund income attributable to its health
services fund. The health services fund and its associated revenues exist
specifically because of Chapter 1118, Statutes of 1987, which authorized
districts to assess a health service fee.

The district states, “Indeed, since the student health service program
operates at a loss . . . the student health service program cannot generate
investment principal.” The district’s response fails to consider basic cash
flow principles. Each term, districts collect health fee revenue at the
beginning of the term. This revenue is available for deposit in the county
pooled investment fund and is depleted during the term as the district
incurs health service program expenses. The revenue earns interest until
such time that it is depleted.

During our exit conference conducted January 23, 2009, the district’s
consultant stated to district personnel that the district’s mistake was that
it posted interest revenue to the health services fund. We strongly
recommend that the district continue to allocate interest earned on pooled
investment funds according to generally accepted accounting principles.

The district’s response included comments regarding FY 2006-07
amounts paid. The district’s response and SCO’s comment are as
follows:

District’s Response

The draft audit report states that the District was paid $234,716 on the
FY 2006-07 annual claim. The last remittance advice (March 12, 2007)
received by the District for this fiscal year indicates that the amount
paid was $263,110.

SCO’s Comment

The Summary of Program Costs (Schedule 1) is unchanged. The district
is contesting a reported amount that is in its favor. The district’s response
fails to disclose that the district re-paid the SCO $28,394, as documented
by the SCO’s remittance advice dated April 23, 2008. Thus, the net
amount that the State paid to the district is $234,716.

-21-

349




Yosemite Community College District

Health Fee Elimination Program

OTHER ISSUE—
FY 2006-07 iate claim
filing penalty

OTHER ISSUE—
Statute of limitations

The district’s response included comments regarding the FY 2006-07
late claim penalty. The district’s response and SCO’s comment are as
follows:

District’s Response

On February 6, 2009, the District submitted an amended FY 2006-07
claim in the amount of $329,864 that incorporates some of the audit
adjustments. presented at the January 23, 2009, exit conference. Since
this amended claim is a late claim, it is subject to a late filing penalty of
10% of the amount claimed up to $10,000. The draft audit report
adjusts the late filing penalty to $9,515 for the audited allowed "total
program costs" of $192,389. Ten percent of $192,389-is not $9,515. It
appears the late filing penalty should be $10,000.

SCO’s Comment

The Summary of Program Costs (Schedule 1) is unchanged. Again, the
district is contesting an adjustment in its favor. Nevertheless, the district
is in error. The district erroneously equates an “amended claim” with a
“late claim.” When a district amends its claim after the claim filing date
established by Government Code section 17560, only the additional
claimed costs are subject to the late claim penalty assessment (i.e., the
original amount claimed is not late; only the new, additional costs are
filed late). The district’s amended claim increased total claimed costs by
$95,148, from $234,716 to $329,864. The SCO correctly applied a 10%
late penalty assessment to the $95,148 increase pursuant to Government
Code section 17568. Allowable costs are irrelevant to the late claim
penalty assessment.

The district’s response included comments related to the statute of
limitations applicable to the district’s FY 2002-03 and FY 2003-04
mandated cost claims. The district’s response and SCO’s comment are as
follows:

District’s Response

Government Code Section 17558.5, as amended effective January 1,
2003, requires the Controller to initiate an audit within three years after
a claim is filed. The District's FY 2002-03 claim was filed on January
12, 2004. The District's FY 2003-04 claim was filed on January 10,
2005. The entrance conference date for the audit was March 24, 2008,
which is after the three-year period to commence the audit for those
two fiscal years had expired.

SCO’s Comment

Our findings and recommendations are unchanged. The district cited
only a portion of Government Code section 17558.5, subdivision (a),
which actually states:

A reimbursement claim for actual costs filed by a local agency or
school district pursuant to this chapter is subject to the initiation of an
audit by the Controller no later than three years after the date that the
actual reimbursement claim is filed or last amended, whichever is later.
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OTHER ISSUE—
Public records request

However, if no funds are appropriated or no payment is made to a
claimant for the program for the fiscal year for which the claim is filed,
the time for the Controller to initiate an audit shall commence 1o run
Jfrom the date of initial payment of the claim [emphasis added].

For its FY 2002-03 claim, the district received its initial payment on
October 25, 2006. Pursuant to Government Code section 17558.5,
subdivision (a), the SCO had until October 24, 2009, to initiate an audit
of this claim. For its FY 2003-04 claim, the district received no payment.
Pursuant to the same statutory language, the time for the SCO to initiate
an audit has not yet commenced. Therefore, the SCO properly initiated
an audit of these claims within the statutory time allowed.

The district’s response included a public records request. The district’s
response and SCO’s comment are as follows:

District’s Response

The District requests that the Controller provide the District any and all
written instructions, memorandums, or other writings in effect and
applicable during the claiming period to Finding 1 (indirect cost rate
calculation standards) and Finding 2 (calculation of the student health
services fees offset).

SCO’s Comment

The SCO provided the district the requested records by separate letter
dated April 7, 2009.
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Office of the Executive Vice Chancellor

Yosemite Community College District

P.O. Box 4065 / Modeslo, CA 95352 / 2201 Blue Gum Avenue
Phone (208} 575-6530 / FAX (209) 575 6562

March 24, 2009 CERTIFIED MAIL - RETURN RECEIPT REQUESTED

Jim L. Spano, Chicf

Mandated Costs Audits Burcau

Division of Audits, California State Controller
P.O. Box 942850

Sacramento, CA 94250-5874

Re:  Chapter 1, Statutes of 1984
Health Fee Elimination
Yosemite Community College District
Fiscal Years: 2002-03, 2003-04, 2004-05, 2005-06, and 2006-07 (amended)

Decar Mr. Spano:

This letter is the response of the Yosemite Community College District to the draft audit
report for the above referenced program and fiscal years transmitted by the letter from
Jeffrey Brownfield, Chief, Division of Audits, State Controller’s Office, dated March 12,
2009, and received by the District on March 13, 2009.

Finding 1:  Understated scrvices and supplies

This District does not dispute this finding. See Finding 5.

Finding 2:  Overstated indircct costs

Indirect Cost Rates Claimed and Audited

As Claimed As Audit Report
Fiscal Year  Claimed Source Audited Source
2002-03 23.95% CCFS-311  33.90% “Federally approved rate”
2003-04 25.29% CCFS-311  33.90% “Federally approved rate”
2004-05 34.88% CCFS-311  36.21% CCTS-311 and depreciation
2005-06 36.38% CCTS-311 33.23% CCF8-311 and depreciation ‘
2006-07 41.07% CCFS-311  34.71% CCFS-311 and depreciation :
(amended) and depreciation ;

Columbia College and Madaata Junior Collegoe — Sarving Communitles in Calaveras, Merced, Santa Clara, San Joaquin, 5ianistaus. and Tuolumne Couniies
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'The Conlroller asserts that the indirect cost method used by the District was inappropriate
since it was not a cost study specilically approved by the federal government.

CHOICE OF METHODS

The drafl andit report states that the District prepared its indirect cost rates for the fiscal
years 2002-03 through 2005-06 as “proposals” in accordance with OMB A-21 that were

not federally approved.

FY 2002-03 and FY 2003-04

The District had an “approved” fcderal rate for FY 2002-03 and Y 2003-04 that was

used for the audit adjustment. Since federally approved ratcs arc an acceptable
alternative method, the District does not dispule this audit finding as to FY 2002-03 and

FY 2003-04.

FY 2004-05 and FY 2005-06

The draft audit report is factually in error when it states that the District prepared indirect
cost rate proposals for FY 2004-05 and FY 2005-06 in accordance with OMB A-21. No
proposal was made to any state or fedcral agency for an “approved” indirect cost rate.
The District used the same FAM-29C method based on the CCFS-311 as the auditor, but
made different allocations of indircct costs. The principal difference is that the District
used the capital costs stated in the CCFS-311, whereas the Controller deleted these
capital costs and substituted depreciation expense as stated on the District’s annual
financial statements.

FY 2006-07

On February 6, 2009, the District submitted an amended FY 2006-07 claim. The District
used the same FAM-29C method based on the CCFS-311 as did the auditor. The District
deleted the capital costs stated in the CCFS-311 and substituted the depreciation expense
as reported in the District’s annual financial statements. The District was not on notice of
this method of treating depreciation costs at the time the FY 2004-05 and FY 2005-06
annual claims were timely filed. The audit report uses this method retroactively to FY
2004-05. The remaining difference in the rate claimed by the District in the amended I'Y
2006-07 claim and the audited rate is a result of differences in how some of the indirect
costs werc treated.

Parameters and Guidelines

The parameters and guidelines for the Health Fee Elimination program (as last amended
on May 25, 1989), which are the legally enforceable standards for claiming costs, siale
that; “Indirect costs may be claimed in the manner described by the Controller in his
claiming instructions.” (Emphasis added) Thercfore, the paramcters and guidelines do
not require that indirect costs be claimed in the manner described by the Controller.
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Since the Controller’s claiming instructions were never adopted as rules or regulations,
they have no force of law. The burden is on the Controller to show that the indirect cost
rate used by the District is excessive or unreasonable, which is the only mandated cost
audit standard in statutc (Government Code Section 17651(d)(2)). If the Controller
wishes to enforce different audit standards for mandated cost reimbursement, the
Controller should comply with the Administrative Procedure Act.

PRIOR YEAR CCFS-311

The draft audit report did not disclose that for FY 2004-05, FY 2005-06, and FY 2006-
07, the audit used the most recent CCFS-311 information available for the calculation of
the indirect cost rate. The District used the prior year CCFS-311. The CCFS-311 is
prepatrcd based on annual costs from the prior fiscal year for use in the current budget
year., When the audit utilizes a diffcrent CCFS-311 than the District, this constitutes an
undisclosed audit adjustment. The audit report does not state an enforceable requirement
to use the most current CCFS-311,

As a practical cxample of how unjustifiable the Controller's position is on prior year
CCFS-311 reports, note that the federally approved indirect cost rates (such as the federal
rate the audit used for FY 2002-03 and FY 2003-04) are approved for periods of two to
four years. This means the data from which the rates were calculated can be from three
to five years ptior to the last year in which the [ederal rate is used.

Since the draft audit report has stated no legal basis to disallow the indirect cosl rale
calculation method used by the District, and has not shown a factual basis to reject the
rates as unreasonable or excessive, the adjustments should be withdrawn.

Finding 3:  Offsctting savings/reimbursements incorrectly reported as authorized
health service fees

This District does not dispute this finding. See Finding 5.
Finding 4:  Understated authorized health service fees

The drafl audit report concludes that the student health service fee revenue offsets were
understated for the five-year audit period. The difference between the claimed amount
and the audited amount is that the District utilized actual revenues received rather than a
calculation of the student health service fees potentially collectible, The anditor
calculated “authorized healih [ee revenues,” that is, the student fees collectible based on
the highest student health service fee chargeable to all eligible students, rather than the
full-time or part-time student health service fee actually charged by the District to the
students not exempted by state law or District policy (e.g., BOGG waiver students).

The audit utilizes student enrollment information from the State Community College

Chancellor’s data base. These statistics are not available to districts at the time the claims
are prepared nor does the audit report substantiate this source as cither uniquely accurate
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or supcrior to enrollment data maintained by the District and independently audited each
year, However, since the District did not calculate the fees based on student enrollment,
this is not a District annual claim issue, but a Controller’s audit adjustment rationale.

COLLECTIBLE STUDENT HEALTH SERVICE FEES

The District asserts that the “collectible method” of determining (he student health
service fee revenue offset is not supported by law or fact.

“Authorized” Fee Amount

There is no “authorized” rate other than the amounts stated in Education Code Section
76355. The draft audit report alloges that claimants must compute the total student health
fees collectiblc based on the highest authorized rate. The draft audit report does not
provide the statutory basis for the calculation of the “authorized" rate, nor the source of
the legal right of any state entity to “authorize” student health services rates absent
rulemaking or compliance with the Administrative Procedure Act by the “authorizing”

state agency,

Optional Fee

Education Code Scction 76355, subdivision (a), states that “[t}he governing board of a
district maintaining a community college may require community college students to pay
afee . .. for health supervision and services . . . ” There is no requirement that
community colleges levy these fees. The permissive nature of the provision is further
illustrated in subdivision (b) which states; “If, pursuant to this section, a fee is required,
the governing board of the district shall decide the amount of the fee, if any, thal a part-
time student is requircd to pay. The governing board may decide whether the fee shall be
mandatory or optional.” (Emphasis supplied in both instances) Therefore, districts have
the option of charging a fee to some or all of its students.

Government Code Section 17514

The draft audit report relies upon Government Code Section 17514 for the conclusion
that “[t]o the extent that community college districts can charge a fee, they are not
required to incur a cost.” First, charging a fee has no relationship to whether costs are
incurred to provide the student health services program. Second, Government Code
Section 17514, as added by Chapter 1459, Statutes of 1984, actually states:

“Costs mandated by the state” means any increased costs which a local agency or
school district is required to incur after July 1, 1980, as a result of any statute
enacted on or after January 1, 1975, or any executive order implementing any
statute enacted on or after January 1, 1975, which mandatcs a new program or
higher level of service of an existing program within the meaning of Scction 6 of
Article XL B of the California Constitution.
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The operating cost of the student health service program is not determined by the fees
collected. There is nothing in the language of the statutc regarding the authority to charge
a fee, or any nexus of fec Tovenue to increased cost, or any language that describes the

legal effect of fees collected.

Government Code Section 17556

The draft audit report relies upon Government Code Section 17556 for the conclusion
that “the Commission on State Mandates (CSM) shall not find costs mandated by the
State if the school district has the authority to levy fees to pay for the mandated program
or increased level of service.” Government Code Section 17556, as amended by Statutes
of 2004, Chapter 893, actually statcs:

The commission shall not find costs mandated by the state, as defined in Section
17514, in any claim submittcd by a local agency or school district, if after a
hearing, the commission finds that:

(d) The local agency or school district has the authority to levy service
charges, fees, or assessments sufficient to pay for the mandated program or
increased level of service.

The draft audit report misrcpresents the law. Government Code Section 17556 prohibits
the Commission on State Mandates from finding costs subject to reimbursement, that is,
approving a test claim activity for reimbursement, where the authority exists to levy fecs
in an amount sufticicnt to offset the entire mandated costs. Here, the Commission has
already approved the test claim and made a finding of a new program or higher level of
service for which the claimants do not have the ability o levy a fee in an amount
sufficient to offset the entire mandated costs.

Parameters and Guidelines

The parameters and guidelines, as last amended on May 25, 1989, statc, in relevant part:
“Any offsetting savings that the claimant experiences as a direct result of this statute must
be deducted from the costs claimed . .. This shall include the amount of [student fees]
as authorized by Education Code Section 72246(a).” The use of the term “gny offsetting
savings” further illustrates the permissive nature of the fees. Student fees actually
collected must be used to offset costs, but not student fees that could have been collected
and were not, because uncollected fees are “offsetting savings” that were not
“expericnced.” The parameters and guidelines do not allow the Controller to reduce
claimed costs by revenue never received by the claimants and such an offset is contrary
to the generally accepted accounting principle that requires revenucs and costs to be
properly matched.

Since the draft audit report has stated no legal basis to disallow actual revenues as the
amount of the offsciling revenue, the adjustments should be withdrawn.

————
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Finding 5:  Understated offsetting savings/reimbursements
Findings 1, 3, and 5 are connected by their content.

“FUND 12"

In accordance with governmental accounting practices, the District separately accounted
for some costs and revenucs (¢.g., clinical services) in a fund (Fund 12) separate from the
student health service center fund (Fund 14). Finding 1 merges those costs (§9,763) and
revenue ($34,376 located in Finding 5) with Fund 14 which is consistcnt with the cost
accounting practice of matching costs and revenues. The District does not dispute

Finding 1.
FY 2003-04 CORRECTIONS

Finding 3 properly reverses $39,090 in revenue reductions to the FY 2003-04 claimed
costs that were either duplicated from Fund 12 or the result of changes in accruals, The
District does not dispute Finding 3.

INTEREST INCOME

Finding 5 offsets $84,431 of interest income against the claimed cost of the student health
scrvices program. Of this amount, $12,625 was properly added back to the program costs
in Finding 3 for FY 2003-04. The intcrest income is paid by the Stanislaus County
Treasurer where the District deposits its cash in a pooled investment fund. The District
allocates the total investment income reported by the County to its various funds.

The draft audit report characterizes the interest income offset as an “offselling
savings/reimbursement.” The draft audit report cites only a portion of the parameters
and guidelines for this proposition. The entire relevant citation is:

VIII. OQFFSETTING SAVINGS AND OTHER RETMBURSEMENTS

Any offsetting savings the claimant experiences as a direct result of this statute
must be deducted from the costs claimed. In addition, reimbursement for this
mandate received from any source, ¢.g., federal, state, etc., shall be identified and
deducted from this claim. This shall include the amount of $7.50 per full-time
student per semester, $5.00 per full-time student for summer school, or $5.00 per
full-time student per quarter, as authorized by Education Code Section 72246(a).
This shall alse include payments (fecs) reccived from individuals other than
students who are not covered by Education Code Section 72246 for health
services,

The parameters and guidelines criteria for offsetting savings and reimbursements do not
apply to interest income, First, the interest income is not generated “as a direct result of”*
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Education Code 76355, the statutory basis for the student health services program,
Indeed, since the student health service program operates at a loss (the reason for the
annual mandate claim for excess costs), the student health service program cannot
generate investment principal. Second, the interest income is neither state nor federal
reimbursement for providing the student health service program. Third, the interest
income is not foes paid by others for services not included in the student health service

program.,

Since intcrest income does not meet the parameters and guidelines criteria for offsetting
savings and reimbursements and the draft audit report has stated no other basis for this
finding, the adjustments should be withdrawn.

Other Issues

FY 2006-07 Amounts Paid

The draft audit report states that the District was paid $234,716 on the FY 2006-07
annual claim. The last remittance advice (March 12, 2007) received by the District for
this fiscal year indicates that the amount paid was $263,110.

FY 2006-07 Late Claim Filing Penalty

On Fcbruary 6, 2009, the District submittcd an amended FY 2006-07 claim in the amount
of $329,864 that incorporates some of the audit adjustments presented at the January 23,
2009, cxit conference. Since this amended claim is a late claim, it is subject lo a lale
filing penalty of 10% of the amount claimed up to $10,000. The draft audit report adjusts
the late filing penalty to $9,515 for the audited allowed “tolal program costs” of
$192,389. Ten percent of $192,389 is not $9,515. It appears the late filing penalty
should be $10,000.

Statute of Limitations

Fiscal Year Date Submitted to SCO SOL to audit expires
FY 2002-03 January 12, 2004 Audit must start by January 12, 2007

Y 2003-04 January 10, 2005 Audit must start by January 10, 2008
Government Code Section 17558.5, as amended effective January 1, 2003, requires the
Controller to initiate an audit within three years after a claim is filed. The District’s FY
2002-03 claim was filed on January 12, 2004, The District’s FY 2003-04 claim was filcd
on January 10, 2005. The cnirance conference date for the audit was March 24, 2008,
which is after the three-year period to commence the audit for those two fiscal years had
expired.
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The audit report should be changed to exclude findings for the FY 2002-03 and FY 2003~
04 annual claims.

Public Records Request

The District requests that the Controller provide the District any and all written
instructions, memorandums, or other writings in effect and applicable during the claiming
period to Finding 1 (indirect cost rate calculation standards) and Finding 2 (calculation of
the student health services fees offsct).

Government Code section 6253, subdivision (¢), requires the state agency that is the
subjcot of the request, within 10 days from receipt of a requcst for 4 copy of records, to
determine whether the request, in whole or in part, seeks copies of disclosable public
records in its posscssion and to promptly notify the requesting party of that determination
and the reasons therefore. Also, as required, when so notifying the District, please state
the estimaled date and time when the records will be made available.

0 0] o)
The District requests that the audit report be changed (o comply with the appropriate
application of the parameters and guidelines regarding allowable activity costs and the

Government Code sections concerning audits of mandate claims.

Sincerely,

Socosd Lot~

Teresa Scott
Executive Vice Chancellor

TMS/KP/cs
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State Controller’s Office
Division of Audits
Post Office Box 942850
Sacramento, CA 94250-5874

http://www.sco.ca.gov

S08-MCC-029
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City of Costa Mesa v. McKenzie , 30 Cal.App.3d 763

[Civ. No. 12096. Court of Appeals of Califomia, Fourth Appellate District, Division Two. February 22, 1973.]
CITY OF COSTA MESA, Plaintiff and Appellant, v. ARTHUR R. McKENZIE, Defendant and Respondent

(Opinion by Tamura, J., with Kerrigan, Acting P. J., and Gabbert, J., concurring.) [30 Cal.App.3d 764]

COUNSEL
Roy E. June, City Attorney, and Ellis J. Horvitz for Plaintiff and Appellant.
Barnes, Schag, Johnson & Kennedy and William S. Hunter for Defendant and Respondent. [30 Cal.App.3d 766}

OPINION
TAMURA, J.

This is an action for declar