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Hearing Date: January 25, 2007 
File Number: 00-PGA-03 & 04 
j: mandates/2000/PGA/00-PGA-03&04/Jan07 Revised Analysis 
 

ITEM 12- REVISED 

SUPPLEMENTAL STAFF ANALYSIS 
PROPOSED AMENDMENTS TO PARAMETERS AND GUIDELINES  

Government Code Sections 7570-7588 

Statutes 1984, Chapter 1747 (Assem. Bill No. 3632);  
Statutes 1985, Chapter 1274 (Assem. Bill No. 882) 

California Code of Regulations, Title 2, Sections 60000-60610 (Emergency Regulations filed 
December 31, 1985, designated effective January 1, 1986 (Register 86, No. 1)  

and refiled June 30, 1986, designated effective July 12, 1986 (Register 86, No. 28)) 
 

Counties of Los Angeles and Stanislaus, Requestors 

Handicapped & Disabled Students (CSM 4282) 
00-PGA-03; 00-PGA-04 

 
 

EXECUTIVE SUMMARY 
This item was last heard by the Commission on December 4, 2006.  The Commission continued 
the hearing for further analysis and to obtain evidence regarding the fiscal impact of potential 
claims being filed and/or re-filed if the Commission amends the parameters and guidelines for 
the potential reimbursement period of this request; fiscal years 2000-2001 through 2003-2004. 

Background 
This is a request to amend the original parameters and guidelines for Handicapped and Disabled 
Students (CSM 4282) by the Counties of Los Angeles and Stanislaus pursuant to Government 
Code section 17557.  Government Code section 17557 gives the Commission discretion to 
amend or modify parameters and guidelines.  If the Commission approves any of the Counties’ 
requests and amends the parameters and guidelines, the State Controller’s Office will have 60 
days after the receipt of the revised parameters and guidelines to prepare and issue revised 
claiming instructions.  (Gov. Code, § 17558, subd. (c).)  Eligible claimants then have 120 days 
following the issuance of the revised claiming instructions to file reimbursement claims for costs 
incurred during fiscal years 2000-2001 through 2003-2004.  (Gov. Code, § 17560, subd. (c).) 

As indicated in the staff analysis for the December 2006 hearing, staff finds that Counties’ 
requests to add to or amend the reimbursable activities are not consistent with the Statement of 
Decision.  Staff recommends that the Commission deny the requests to amend the reimbursable 
activities. 

Staff further finds that the proposed indirect cost language does not identify any additional costs 
that could not have been previously claimed by counties and, thus, it is not necessary to amend 
section VI, regarding Claim Preparation, as requested.  Staff recommends that the Commission 
deny the request to amend the indirect cost language. 
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Finally, the County of Stanislaus requests that the Commission amend the Offsetting Revenue 
section of the parameters and guidelines to specifically identify offsetting revenue.  The County 
argues that the amendment is necessary since various counties did not claim costs for this 
program because they were under the impression that realignment funds received under the 
Bronzan-McCorquodale Act would be considered an offset.  Statutes 2002, chapter 1167,  
section 38, provides, however, that beginning in fiscal year 2001-2002, counties are not required 
to provide any share of costs from realignment funds for psychotherapy or other mental health 
treatment services.  Statutes 2004, chapter 496, section 6, further provides that counties are 
authorized to use realignment funds for any part of the Handicapped and Disabled Students 
program and, if the realignment funds are used by a county, the county is still eligible for 
reimbursement from the state for all allowable costs without being required to deduct the 
realignment funds as an offset.  Statutes 2004, chapter 496, section 6 is declaratory of existing 
law and, if these parameters and guidelines are amended, would affect reimbursement claims 
filed for costs incurred in fiscal years 2000-2001 2001-2002 through 2003-2004. 

At the hearing in December, representatives from both the Counties of Stanislaus and  
Los Angeles testified that they would not re-file reimbursement claims if the parameters and 
guidelines were amended. 1  However, they were aware of smaller counties that would likely file 
claims.  

The State Controller’s Office opposes the request to amend the Offsetting Revenue section of the 
parameters and guidelines.  The Controller contends that counties should not be allowed to file 
new claims for the period between July 1, 2000, through June 30, 2004, since no changes have 
been made to the reimbursable activities. 

As indicated in the staff analysis for the December 2006 hearing, staff recommended that the 
Commission approve the request to amend the language regarding offsetting revenue.  The 
proposed language amends the section to correct a legal error found by the Commission when it 
reconsidered the original Handicapped and Disabled Students program as directed by the 
Legislature for costs incurred beginning July 1, 2004.  The original parameters and guidelines 
incorrectly states that Medi-Cal and private insurance proceeds cannot be used as offsetting 
revenue.  As determined by the Commission when it reconsidered the original program, federal 
law, under specified circumstances, allows agencies to use these proceeds to pay for this 
program.2  Counties were authorized to use Medi-Cal funds and private pay insurance during the 
reimbursement period in question.  Thus, if available and used by a county, this revenue would 
be required to be identified in the reimbursement claim as an offset to reduce costs. 

After receiving testimony, the Commission continued the item to obtain evidence regarding the 
fiscal impact of potential claims being filed and/or re-filed if the Commission amends the 
parameters and guidelines for the potential reimbursement period of this request; fiscal years 
2000-2001 through 2003-2004. 

 

 

                                                 
1 Exhibit B, Transcript, December 4, 2006 Commission Hearing, page 191. 
2 Exhibit A, Staff Analysis, Item 14, December 4, 2006 Commission Hearing,  
pages 28-30. 
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Analysis 
Attached to this analysis are tables summarizing public records on this program maintained by 
the State Controller’s Office, the Department of Mental Health, and the Department of 
Education.   

Table 1 identifies the claimed amount and offset/realignment funds reported by claimants on 
their original reimbursement claims filed with the State Controller’s Office for fiscal years 2000-
2001 through 2003-2004.  The last column of Table 1 shows the State General Fund amounts 
reported by counties to the Department of Mental Health on the “MH 1912” form for fiscal year 
2004-2005.  The Department of Mental Health “MH 1912” form includes the costs reported by 
counties for special education activities that are eligible for reimbursement under other mandated 
programs, however; namely, Reconsideration of Handicapped and Disabled Students (04-RL-
4282-10), Handicapped and Disabled Students II (02-TC-40/49) and Seriously Emotionally 
Disturbed Pupils, Out-of-State Mental Health Services (97-TC-05).  Table 2 further summarizes 
this information. 

Tables 3a and 3b identify the State General Fund amount reported by counties to the Department 
of Mental Health for fiscal year 2004-2005.  The numbers not reported by counties to the 
Department of Mental Health are designated as “n/a.” 

Tables 4a and 4b are special education enrollment figures reported by county provided by the 
Department of Education’s website’s “Data Quest” function (http://dq.cde.ca.gov/dataquest/).  
Table 4a provides the number per fiscal year of enrolled students classified with “emotional 
disturbance” in the 13 counties that did not file any reimbursement claims for fiscal years  
2000-2001 through 2003-2004.  Table 4b provides the number per fiscal year of enrolled 
students classified with “emotional disturbance” in the 28 counties that did not file claims in 
every fiscal year during the reimbursement period in question. 

These records suggest that if the parameters and guidelines are amended, the state could be 
required to provide additional reimbursement to counties that did not file claims during the 
reimbursement period in question and to counties that claimed realignment funds as an offset.  
This information is summarized below. 

Counties that did not file claims for fiscal years 2000-2001 through 2003-2004 will be 
allowed to file claims if the parameters and guidelines are amended 
As indicated above, if the parameters and guidelines are amended, eligible claimants are entitled 
to file new reimbursement claims or amended reimbursement claims for costs incurred during 
fiscal years 2000-2001 through 2003-2004.  The tables show as follows: 

• 28 of the 58 counties in California did not file a mandate reimbursement claim in every 
fiscal year between fiscal years 2000-2001 through 2003-2004.  (Tables 1, 3a, and 3b.) 

• Of the 28 counties that did not file in every fiscal year, 13 counties did not claim 
reimbursement in any fiscal year during the relevant reimbursement period.  The other 15 
counties made a claim in at least one fiscal year during the relevant reimbursement 
period.  (Tables 3a and 3b.) 

• 8 of the 13 counties that did not claim reimbursement in any fiscal year during the 
relevant reimbursement period reported State General Fund costs to the Department of 
Mental Health for special education services in the amount of $544,218 in fiscal year 
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2004-2005.  (Table 3a.)  If the parameters and guidelines are amended and these counties 
file new reimbursement claims, the total amount claimed for fiscal years 2000-2001 
through 2003-2004 will be less than $544,218 because that number includes the cost for 
special education activities included in other mandated programs; namely, 
Reconsideration of Handicapped and Disabled Students (04-RL-4282-10), Handicapped 
and Disabled Students II (02-TC-40/49) and Seriously Emotionally Disturbed Pupils, 
Out-of-State Mental Health Services (97-TC-05). 

• In the fiscal years that counties did not file reimbursement claims, the counties may have 
had “severe emotional disturbance” caseload to support a reimbursement claim.  (Tables 
4a and 4b.)  Staff notes that Tables 4a and 4b derive from Department of Education data 
that indicates only the students with “emotional disturbance” that are enrolled in each 
county’s school districts.  The numbers do not show how many enrolled special education 
students with “emotional disturbance” were provided or eligible for county services 
under the Handicapped and Disabled Students program. 

In addition, there does not appear to be a correlation between the number of enrolled 
special education students with “emotional disturbance” and fiscal years in which a 
county files a claim.  For example, the only fiscal year that Amador County did not file a 
claim is the fiscal year that the county had its highest enrollment of special education 
students with “emotional disturbance.”  (Table 4b.) 

Finally, there may not be a correlation between the amount claimed and the number of 
enrolled special education students with “emotional disturbance.”  For example, Yolo 
County claimed $999,483 in fiscal year 2002-2003 with 125 enrolled special education 
students with “emotional disturbance.”  However, in fiscal year 2003-2004, Yolo County 
claimed $289,141 with 118 enrolled special education students with “emotional 
disturbance.”  The cost would depend on the activities performed and the services 
provided to each student under the student’s Individual Education Plan (IEP).  (Table 1 
and 4b.) 

• The total number of enrolled students with “emotional disturbance” in the 28 counties 
that did not file a reimbursement claim in every fiscal year between fiscal years  
2000-2001 through 2003-2004 constitutes less than four (4) percent of the statewide total 
of special education students with “emotional disturbance” each year as follows: 

2000-2001 844/22,348 = .038 
2001-2002 433/24,554 = .018 
2002-2003 424/26,144 = .016 
2003-2004 903/27,292 = .033 (Tables 4a and 4b) 

The total number of enrolled students with “emotional disturbance” in the 13 counties 
that did not file any reimbursement claim during the relevant reimbursement period was a 
less than one (1) percent of the total number of students with “emotional disturbance” 
statewide as follows: 

2000-2001 179/22,348 = .008 
2001-2002 195/24,554 = .008 
2002-2003 213/26,144 = .008 
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2003-2004 223/27,292 = .008 
2004-2005 242/27, 912 = 009 (Tables 4a and 4b) 

• Of the 13 counties that did not file any reimbursement claims for fiscal years 2000-2001 
through 2003-2004, 7 counties had 8 or less enrolled special education students with 
“emotional disturbance” during the fiscal years in question.  These counties include 
Alpine, Colusa, Inyo, Modoc, Plumas, Sierra, and Trinity.  Alpine County never 
exceeded more than 1 student during this time period.  (Table 4a.) 

Therefore, this data suggests that the eight counties that never filed a reimbursement claim 
during the reimbursement period in question have few emotionally disturbed pupils and, thus, the 
potential costs for new claims filed if the parameters and guidelines are amended may be 
relatively low. 

Some counties deducted realignment funds as an offset and will be allowed to file amended 
claims without deducting the realignment funds if the parameters and guidelines are 
amended 
As indicated above, the County of Stanislaus argues that a parameters and guidelines amendment 
is necessary since various counties did not claim costs for this program because they were under 
the impression that realignment funds received under the Bronzan-McCorquodale Act would be 
considered an offset.   

According to the records of the State Controller’s Office, several counties that filed 
reimbursement claims for the period of reimbursement in question deducted realignment funds 
from their claims as an offset.  

As noted by the Commission when it reconsidered this program, Statutes 2002, chapter 1167, 
section 38, states, however, that beginning in fiscal year 2001-2002, counties are not required to 
provide any share of costs from realignment funds for psychotherapy or other mental health 
treatment services.  Statutes 2004, chapter 496, section 6, further provides that counties are 
authorized to use realignment funds for any part of the Handicapped and Disabled Students 
program and, if the realignment funds are used by a county, the county is still eligible for 
reimbursement from the state for all allowable costs without being required to deduct the 
realignment funds as an offset.  Statutes 2004, chapter 496, section 6 is declaratory of existing 
law.  Thus, if these parameters and guidelines are amended, eligible claimants will be allowed to 
file amended reimbursement claims for all allowable costs, even if they used realignment funds 
to pay for the reimbursable activities, for fiscal years 2001-2002 through 2003-2004.   

Tables 1 and 2 identify the counties that filed mandate reimbursement claims and the claimed 
amounts for the reimbursement period in question.  The “Offset/Realign” column in Table 1 is 
comprised of amounts reported by claimants on their original reimbursement claims as 
realignment funds that were deducted as offsets.  The offsets were reported as follows: 

2000-2001, 13 counties $20,271,830 
2001-2002, 13 counties  $11,768,367 
2002-2003, 7 counties, $11,802,175 
2003-2004, 8 counties  $14,024,192 
TOTAL   $57,866,564 
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If the parameters and guidelines are amended, these counties can file amended reimbursement 
claims and not deduct these amounts for fiscal years 2001-2002 through 2003-2004, based on 
Statutes 2002, chapter 1167 and Statutes 2004, chapter 496, leaving the total potential liability 
for increased costs at $37,594,734.  Staff notes, however, that the total of $57,866,564 
$37,594,734 may be reduced if amended claims are filed since Medi-Cal proceeds and private 
pay insurance, if obtained by the county, will be required to be deducted as an offset.  In 
addition, other offsets, including categorical funds appropriated to counties for this program in 
the amount of $12,334,000 in 2000-2001 and 2001-2002, may be included in the $57,866,564 
$37,594,734 number.3 

CONCLUSION  
If the Commission adopts the parameters and guidelines amendment, the additional evidence 
suggests that there will be increased costs to the state.  However, staff is unable to calculate how 
much will be claimed and eligible for reimbursement. 

If the Commission does not adopt the parameters and guidelines amendment, the parameters and 
guidelines will contain an error of law with respect to offsetting revenue.  Counties eligible to be 
reimbursed for realignment funds that were deducted in their fiscal year 2000-2001  2001-2002 
through 2003-2004 reimbursement claims will not be able to amend their claims and recover 
these costs. 

Staff Recommendation 
Staff recommends that the Commission adopt the proposed amendment to the parameters and 
guidelines to incorporate the language regarding offsetting revenue and correct the errors of law.  
The proposed amendments are effective for the reimbursement period beginning July 1, 2000, 
through and including June 30, 2004. 

Staff further recommends that the Commission authorize staff to make any non-substantive, 
technical corrections to the parameters and guidelines following the hearing. 

 

 

 

 

 

 

                                                 
3 See pages 1065 and 1066 of the record, which identifies the allocation of the categorical funds 
to the counties for fiscal year 2001-2002. 
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