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FAX: (916) 445-0278
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ARNOLD SCHWARZENEGGER, Governor

October 10, 2006

Ms. Bonnie Ter Keurst

Reimbursable Projects Manger

County of San Bernardino

Office of the Auditor/ Controller-Recorder
222 W. Hospitality Lane

San Bernardino, CA 9241 5-0018

And Interested Parties and Affected State Agencies (See Enclosed Mailing List)

RE: Adopted Statement of Decision and Draft Parameters and Guidelines
Voter Identification Procedures (03-TC-23)
County of San Bernardino, Claimant
Elections Code Section 14310, as amended by Statutes 2000, Chapter 260

Dear Ms. Ter Keurst:

The Commission on State Mandates adopted the attached Statement of Decision on

October 4, 2006. State law provides that reimbursement, if any, is subject to Commission
approval of parameters and guidelines for reimbursement of the mandated program, approval of
a statewide cost estimate, a specific legislative appropriation for such purpose, a timely-filed
claim for reimbursement, and subsequent review of the claim by the State Controller’s Office.

~ Following is a description of the responsibilities of all parties and of the Commission during the
parameters and guidelines phase.

¢ Draft Parameters and Guidelines. Pursuant to California Code of Regulations,
title 2, section 1183.12 (operative September 6, 2005), the Commission staff is expediting
the parameters and guidelines process by enclosing draft parameters and guidelines to
assist the claimant. The proposed reimbursable activities are limited to those approved in
the Statement of Decision by the Commission.

e Claimant’s Review of Draft Parameters and Guidelines. Pursuant to California Code
of Regulations, title 2, section 1183.12, subdivisions (b) and (c), the successful test
claimant may file modifications and/or comments on the proposal with Commission staff
by October 31, 2006. The claimant may also propose a reasonable reimbursement
methodology pursuant to Government Code section 17518.5 and California Code of
Regulations, title 2, section 1183.13. The claimant is required to submit an original and
two (2) copies of written responses to the Commission and to simultaneously serve
copies on the state agencies and interested parties on the mailing list.

s State Agencies and Interested Parties Comments. State agencies and interested parties
may submit recommendations and comments on staff’s draft proposal and the claimant’s
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modifications and/or comments within 30 days of service. State agencies and interested
parties are required to submit an original and two (2) copies of written responses or
rebuttals to the Commission and to simultaneously serve copies on the test claimant, state
agencies; and interested parties on the mailing list. The claimant and other interested
parties may submit written rebuttals. (See Cal. Code Regs., tit. 2, § 1183.11.)

e Adoption of Parameters and Guidelines. After review of the draft parameters and
guidelines and all comments, Commission staff will recommend the adoption of an
amended, modified, or supplemented version of staff’s draft parameters and guidelines.
(See Cal. Code Regs., tit. 2, § 1183.14.)

Please contact Nancy Patton at (916) 323-3562 if you have any questions.

Sincerely,

PAULA HIGAW '

Executive Director

Enclosures:'Adopted Statement of Decision, Draft Parameters and Guidelines






BEFORE THE
COMMISSION ON STATE MANDATES

STATE OF CALIFORNIA
IN RE TEST CLAIM ON: No. 03-TC-23
Elections Code Section 14310 as amended Voter Identification Procedures
by Statutes 2000, Chapter 260 (SB 414); STATEMENT OF DECISION PURSUANT TO
Filed on October 1, 2003, GOVERNMENT CODE SECTION 17500 ET
- . : | SEQ.; CALIFORNIA CODEOF
By County of San Bernardino, Claimant. REGULATIONS, TITLE 2, DIVISION 2,
CHAPTER 2.5, ARTICLE 7
(Adopted on October 4, 2006)

STATEMENT OF DECISION

The attached Statement of Decision of the Commission on State Mandates is hereby adopted in
the above-entitled matter. '
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PAULA HIGASHI, Ex utive D1rect0r Date







BEFORE THE
COMMISSION ON STATE MANDATES
~ STATE OF CALIFORNIA

Case No.: 03-TC-23
Voter Identification Procedures

Elections Code Section 14310 as amended b .
Statutes 2000, Chapter 260 (SB 414) ’ STATEMENT OF DECISION PURSUANT

’ TO GOVERNMENT CODE SECTION 17500
Filed on October 1, 2003, ' ET SEQ.; CALIFORNIA CODE OF
REGULATIONS, TITLE 2, DIVISION 2,
CHAPTER 2.5, ARTICLE 7

(Adopted on October 4, 2006)

IN RE TEST CLAIM:

By County of San Bernardino, Claimant.

STATEMENT OF DECISION

The Commission on State Mandates (“Commission”) heard and decided this test claim during a
regularly scheduled hearing on October 4, 2006. Bonnie Ter Keurst, appeared for the claimant,
County of San Bernardino. Carla Castafieda and Susan Geanacou appeared on behalf of the

- Department of Finance (DOF). '

The law applicable to the Commission’s determination of a reimbursable state-mandated
program is article XIII B, section 6 of the California Constitution, Government Code section
17500 et seq., and related case law.

The Commission adopted the staff analysis to partially approve this test claim at the hearing by a
. vote of 6-0. »

Summary of Findings

This test claim, filed by County of San Bernardino on October 1, 2003, addresses an amendment
to Elections Code section 14310, regarding counting “provisional ballots.” A provisional ballot
is a regular ballot that has been sealed in a special envelope, signed by the voter, and then
deposited in the ballot box. Provisional ballots can be required for several reasons, generally to
prevent unregistered individuals from voting, or to prevent registered voters from voting twice.
For example, provisional ballots may be required when poll workers cannot immediately verify
an individual’s name on the official roster, or if a voter requested an absentee ballot, but instead
comes to the polling place without bringing the absentee ballot.

. Statutes 2000, chapter 260, amended Elections Code section 14310, subdivision (c)(1), to add a
requirement that elections officials “compare the s1gnature on each provisional ballot envelope
with the signature on the voter's affidavit of registration.”

Claimant alleges that prior to this amendment: “the county elections official was not legally
required to perform provisional ballot signature comparison for voter identification purposes. ...
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Enactment of this statute has increased the duties of the county elections official, and requires the
official to provide a higher-level of service for an existing program.”

DOF filed comments on November 14, 2003, agreeing with the claimant that Statutes 2000,
chapter 260 “may have resulted in new state-mandated activities.” :

The Commission finds that although prior law required that “the elections official shall examine
the records with respect to all provisional ballots cast,” the law did not require that each
signature on a provisional ballot be directly compared to the signature on the voter’s registration
affidavit. This is akin to the analysis by the court in Long Beach Unified School Dist. (1990) 225
Cal.App.3d 155,173, which found a higher level of service was mandated when general law on a
existing program is changed to require performance of activities in a very specific manner.

The Commission concludes that Elections Code section 14310, subdivision (c)(1), as amended
by Statutes 2000, chapter 260, mandates a new program or higher level of service on local
agen01es within the meaning of article XIII B, section 6 of the California Constitution, and
imposes costs mandated by the state pursuant to Government Code section 17514, for
performing the following specific new activity as part of statutorily-required elections:

¢ Using the procedures that apply to the comparison of signatures on absentee ballots, the
- elections official shall compare the signature on each provisional ballot envelope with the
signature on the voter's affidavit of registration. If the signatures do not compare, the
ballot shall be rejected. (Elec. Code, § 14310, subd. (c)(1).)

The Commission concludes that in a case where a local government calls a special election that
could have otherwise been legally consolidated with the next local or statewide election; holding
the special election is a voluntary decision on the part of the local government, and the
downstream costs for checking signatures on provisional ballots are not reimbursable.

BACKGROUND

This test claim addresses an amendment to Elections Code section 14310, regarding counting
“provisional ballots.” A provisional ballot is a regular ballot that has been sealed in a special
envelope, signed by the voter, and then deposited in the ballot box. According to information
from the Secretary of State’s website: 1

A voter is asked to vote a prov151onal ballot at the polls due to one of the
following reasons:

¢ The voter’s name is not on the official roster of voters and the election
officer cannot verify the voter’s voting eligibility on Election Day. The
Elections Official’s Office will check the registration records. If further
‘research determines that the voter is eligible to vote in the election, the
provisional ballot will be counted.

¢ A voter has moved within the county, but did not re-register to vote.
The Elections Official will verify the voter’s prior registration before the
provisional ballot will be counted. The voter’s registration will then be
updated with the voter’s current address. '

! At < http://www.ss.ca.gov/elections/elections_provisional.htm> (as of Oct. 4, 2006.)
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e Records indicate that the voter requested an absentee ballot and the
voter fails to turn in the absentee ballot at the polls on Election Day.
The Elections Official’s Office will check the records, and if the voter did
not vote an absentee ballot, the voter’s provisional ballot will be counted.

¢ The voter is a first- time Federal Election voter in the county and was
unable to provide the required proof of identification. The Elections
Official’s Office will verify the voter’s eligibility to vote by comparing the
signature on the voter’s registration with the signature on the prov1sxona1
ballot envelope.

Provisional ballots are counted during the official canvass® when:

Prior to the completion of the official canvass (the vote tally), the Elections
Official’s Office establishes, from voter registration records, the claimant’s right
to vote the ballot.

Statutes 2000, chapter 260, amended Elections Code section 14310, subdivision (c)(l) toadd a
requirement that elections officials “compare the signature on each prov151onal ballot envelope
with the signature on the voter's affidavit of registration.”

Claimant’s Position

‘Claimant, County of San Bernardino, filed this test claim on October 1, 2003.* Claimant
contends that Elections Code section 14310, as amended by Statutes 2000, chapter 260,
constitutes a reimbursable state-mandated program, “by requiring the elections official to
compare signatures on provisional ballot envelopes with the signatures on the voter’s affidavit of
registration for voter identification purposes.”

Claimant’s written comments, dated August 3, 2006, state that “The County of San Bernardino
concurs with the draft staff analysis as written and has no further comment.”

Department of Finance’s Position

DOF filed comments on Nbvember 14, 2003, agreeing with the claimant that Statutes 2000,
chapter 260 “may have resulted in new state-mandated activities.” Comments on the draft staff
analysis, dated August 14, 2006, concur with the analysis, stating:

2 Elections Code section 335.5 defines “official canvass,” as follows:

The “official canvass™ is the public process of processing and tallying all ballots
received in an election, including, but not limited to, provisional ballots and
absentee ballots not included in the semifinal official canvass. The official
canvass also includes the process of reconciling ballots, attempting to prohibit
duplicate voting by absentee and provisional voters, and performance of the
manual tally of 1 percent of all precincts. '

Elections Code section 318 provides: ““Election’ means any election including a primary that is
provided for under this code.”

3 Potential reimbursement period for this claim begins no earlier than July 1, 2002, based on the
filing date of the test claim. (Current Gov. Code, § 17557, subd. (e).)
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County elections officials were required to examine the voter’s affidavit of
registration and establish the provisional ballot-casting voter’s right to vote. This
was commonly performed by examining the voter’s physical/computer-scanned -
registration card (affidavit of registration), but officials were not required to use a
specific method of verification. Chapter 260 mandated a higher level of service -
by specifying that a signature comparison is the method of verification.

COMMISSION FINDINGS

~ The courts have found that article XIII B, section 6, of the California Constitution® reco gnizes
the state constitutional restrictions on the powers of local government to tax and spend.” “Its
purpose is to preclude the state from shifting financial responsibility for carrying out
governmental functions to local agencies, which are ‘ill equipped’ to assume increased financial
respon31b1htles because of the taxing and spending limitations that articles XIII A and XIII B
impose.”® A test claim statute or executive order may impose a reimbursable state-mandated
program if it ordets or commands a local agency or school district to engage in an act1v1ty or
task.” In addition, the required act1v1ty or task must be new, constituting a “new program,’ Corit
must create a “higher level of service” over the previously required level of service.®

The courts have defined a “program” subject to article XIII B, section 6, of the California
Constitution, as one that carries out the governmental function of providing public services, or a
law that imposes unique requirements on local agencies or school districts to implement a state
policy, but does not apply generally to all residents and entities in the state.” To determine if the
program is new or imposes a higher level of service, the test claim legislation must be compared
with the legal requirements in effect immediately before the enactment of the test claim

% Article XIII B, section 6, subdivision (a), provides: (a) Whenever the Legislature or any state
agency mandates a new program or higher level of service on any local government, the state
shall provide a subvention of funds to reimburse that local government for the costs of the
program or increased level of service, except that the Legislature may, but need not, provide a
subvention of funds for the following mandates: (1) Legislative mandates requested by the local
agency affected. (2) Legislation defining a new crime or changing an existing definition of a
crime. (3) Legislative mandates enacted prior to January 1, 1975, or executive orders or
regulations initially implementing legislation enacted prior to January 1, 1975.

> Department of Finance v. Commission on State Mandates (Kern High School Dist.) (2003) 30
Cal.4th 727, 735.

§ County of San Diego v. State of California (1997) 15 Cal.4th 68, 81.
7 Long Beach Unified School Dist. v. State of California (1990) 225 Cal.App.3d 155, 174.

8 San Diego Unified School Dist. v. Commission on State Mandates (2004) 33 Cal.4th 859, 878,
(San Diego Unified School Dist.); Lucia Mar Unified School Dist. v. Honig (1988) 44 Cal.3d
830, 835 (Lucia Mar).

? San Diego Unified School Dist., supra, 33 Cal.4th 859, 874-875 (reaffirming the test set out in
County of Los Angeles v. State of California (1987) 43 Cal.3d 46, 56; see also Lucia Mar, supra,
44 Cal.3d 830, 835.) -
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- - legislation.

10

A “hlghel level of service” occurs when the new “requlrements were intended to
31l

provide an enhanced service to the public.

" Finally, tlhe newly requlred activity or mcreased level of service must impose costs mandated by
-~ the state.'

The Commission is vested with exclusive authority to adJudlcate dlsputes over the existence of
state-mandated programs within the meaning of article XIII B, section 6. In making its
decisions, the Commission must strictly construe article XIII B, section 6, and not apply it as an
“equitable }rfmedy to cure the perceived unfairness resultmg from political decisions on funding
priorities.”

Issue 1: Is the test claim statute subject to article XIII B, section 6, of the California
Constitution?

In order for the test claim statute to be subject to article XIII B, section 6 of the California
Constitution, it must constitute a “program.” In County of Los Angeles v. State of California, the
California Supreme Court defined the word “program” within the meaning of article XIII B,
section 6 as one that carries out the governmental function of providing a service to the public, or
laws which, to implement a state policy, impose umque requlrements on local governments and
do not apply generally to all residents and entities in the state.'® The court has held that only one
of these findings is necessary. 16

The Commission finds that verifying provisional ballots imposes a program within the meaning
of article XIII B, section 6 of the California Constitution under both tests. Local elections
officials provide a service to the members of the public by verifying that those who vote
provisional ballots are eligible to cast a ballot. The test claim statute also requires local elections
officials to engage in administrative activities solely applicable to local government, thereby
imposing unique requirements that do not apply generally to all residents and entities of the state.

Accordingly, the Commission finds that the test claim statute constitutes a “program” and, thus,
may be subject to subvention pursuant to article XIII B, section 6 of the California Constitution if

10 San Diego Unified School Dist., supra, 33 Cal.4th 859, 878; Lucia Mar, supra, 44 Cal.3d 830,
835. '

" San Diego Unified School Dist., supra, 33 Cal.4th 859, 878.

12 County of Fresno v. State of California (1991) 53 Cal.3d 482, 487; County of Sonoma v.
Commission on State Mandates (2000) 84 Cal.App.4th 1265, 1284 (County of Sonoma),
Government Code sections 17514 and 17556. '

13 Kinlaw v. State ofCalzfm nia (1991) 54 Cal.3d 326, 331-334; Government Code sectlons
17551 and 17552,

% County of Sonoma, supra, 84 Cal.App.4th 1265, 1280, citing City of San Jose v. State of
California (1996) 45 Cal.App.4th 1802, 1817.

15 County of Los Angeles, supra, 43 Cal.3d at page 56.
16 Carmel Valley Fire Protection Dist. v. State of California (1987) 190 Cal. App 3d 521, 537.
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the statute also mandates a new program or higher level of service, and costs mandated by the
state.

Issue 2: Does the test claim statute mandate a new program or higher level of service
on local agencies within the meaning of artlcle XIII B, section 6 of the
California Constitution?

Elections Code Section 14310:

As background, Elections Code section 14310, subdivision (a), provides:

(a) At all elections, a voter claiming to be properly registered but whose
qualification or entitlement to vote cannot be immediately established upon
examination of the index of registration for the precinct or upon examination of
the records on file with the county elections official, shall be entltled to vote a
provisional ballot ..

The test claim legislation, Statutes 2000, chapter 260, amended Elections Code section 14310,
subdivision (¢)(1) as follows,' 1nd1cated in underline and strikeout:

(¢)(1) During the official canvass, the elections official'® shall examine the
records with respect to all provisional ballots cast. Using the procedures that

~ apply to the comparison of signatures on absentee ballots, the elections official
shall compare the signature on each provisional ballot envelope with the signature
on the voter's affidavit of registration. If the signatures do not compare, the ballot
shall be rejected. A variation of the signature caused by the substitution of initials
for the first or middle name, or both, shall not invalidate the ballot.

Claimant alleges that prior to this amendment: “the county elections official was not legally
required to perform provisional ballot signature comparison for voter identification purposes. .
Enactment of this statute has increased the duties of the county elections official, and requires the
official to provide a higher-level of service for an existing program.”

Test claim legislation mandates a new program or higher level of service within an existing
program when it compels a local agency or school district to perform activities not previously
1equ1red The courts have defined a “higher level of service” in conjunction with the phrase
“new program” to give the subvention requirement of article XIII B, section 6 meaning.
Accordingly, “it is apparent that the subvention requirement for increased or higher level of
service is directed to state-mandated increases in the services provided by local agencies in

17 Elections Code section 14310 has been subsequently amended, but the later statutes have not
been.included in this test claim, and this particular provision has not changed.

'® Elections Code section 320 provides the following definition:
“Elections official” means any of the following:
(a) A clerk or any person who is charged with the duty of conducting an election.

(b) A county clerk, city clerk, registrar of voters, elections supervisor, or governing board
having jurisdiction over elections within any county, city, or district within the state.

¥ Lucia Mar Unified School Dist., supra, 44 Cal.3d 830, 836.
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© existing prograrns.”20 A statute mandates a reimbursable “higher level of service” when the
statute, as compared to the legal requirements in effect immediately before the enactment of the
test claim legislation, increases the actual level of governmental service to the public provided in
the existing program. - '

Although prior law required that “the elections official shall examine the records with respect to
all provisional ballots cast,” the law did not require that each signature on a provisional ballot be
directly compared to the signature on the voter’s registration affidavit. This is akin to the
analysis by the court in Long Beach Unified School Dist., supra, 225 Cal.App.3d 155, 173,
which found a higher level of service was mandated when general law on a existing program is
changed to require performance of activities in a very specific manner: :

A mere increase in the cost of providing a service which is the result of a
requirement mandated by the state is not tantamount to a higher level of service.
[Citation omitted.] However, a review of the Executive Order and guidelines
shows that a higher level of service is mandated because their requirements go
beyond constitutional and case law requirements. Where courts have suggested
that certain steps and approaches may be helpful, the Executive Order and
guidelines require specific actions. For example, school districts are to conduct
mandatory biennial racial and ethnic surveys, develop a “reasonably feasible”
plan every four years to alleviate and prevent segregation, include certain specific
elements in each plan, and take mandatory steps to involve the community,
including public hearings which have been advertised in a specific manner. While
all these steps fit within the “reasonably feasible” description of Jackson and
Crawford, the point is that these steps are no longer merely being suggested as
options which the local school district may wish to consider but are required acts.

The Commission finds that Elections Code section 14310, subdivision (c)(1), as amended by
Statutes 2000, chapter 260, mandates a new program or higher level of service within an existing
program by compelling local elections officials to perform the following activity when
conducting the official canvass for elections: ‘

o Using the procedures that apply to the comparison of signatures on absentee ballots, the
elections official shall compare the signature on each provisional ballot envelope with the
signature on the voter's affidavit of registration. If the signatures do not compare, the
ballot shall be rejected.

However, although the procedureé established by Elections Code section 14310, subdivision
(c)(1) are required to be followed at all elections, some elections are held entirely at the
discretion of the local agency and would not result in reimbursable costs.

20 County of Los Angeles, supra, 43 Cal.3d 46, 56; San Diego Unified School District, supra,
33 Cal.4th 859, 874. ‘

2L San Diego Unified School Dist., supra, 33 Cal.4th 859, 878; Lucia Mar, supra, 44 Cal.3d 830,
835.
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In Kern High School Dist., supra, 30 Cal. 4th 727, at page 743, the California Supreme Court
affirmed the holding of City of Merced v. State of California (1984) 153 Cal. App 3d 777. The
- Court stated the following: '

In City of Merced, the city was under no legal compulsion to resort to eminent
domain-but when it elected to employ that means of acquiring property, its
obligation to compensate for lost business goodwill was not a reimbursable state
mandate, because the city was not required to employ eminent domain in the first
place. ‘Here as well, if a school district elects to participate in or continue
participation in any underlying voluntary education-related funded program, the
district’s obligation to comply with the notice and agenda requirements related to
that program does not constitute a rennbul sable state mandate. (Empha31s in
original.) .

Thus, the Court held as follows:

[W]e reject claimants’ assertion that they have been legally compelled to incur
notice and agenda costs, and hence are entitled to reimbursement ﬁom the state,
based merely upon the circumstance that notice and agenda provisions are
mandatory elements of education-related programs in which claimants have
participated, without regard to whether claimant’s partzczpatzon in the underlying
program is voluntary or compelled [Emphasis added.]** :

The Court left undecided whether a reimbursable state mandate “might be found in
circumstances short of legal compulsion—for example, if the state were to impose a substantial
penalty (1ndependent of the program funds at issue) upon any local entity that declined to
participate in a given program. »23

In San Diego Unified School Dist., supra, the Court discusses the potential pitfalls of extending
“the holding of City of Merced so as to preclude reimbursement ... whenever an entity makes an -
initial discretionary decision that in turn triggers mandated costs. n24 In particular, the Court
examines the factual scenario from Carmel Valley Fire Protection District v. State of California
(1987) 190 Cal.App.3d 521, in which:

an executive order requiring that county firefighters be provided with protective
clothing and safety equipment was found to create a reimbursable state mandate
for the added costs of such clothing and equipment. (Id,, at pp. 537-538, 234
Cal.Rptr. 795.) The court in Carmel Valley apparently did not contemplate that
reimbursement would be foreclosed in that setting merely because a local agency
possessed discretion concerning how many firefighters it would employ--and
hence, in that sense, could control or perhaps even avoid the extra costs to which
it would be subjected. Yet, under a strict application of the rule gleaned from City
of Merced, supra, 153 Cal.App.3d 777, 200 Cal.Rptr. 642, such costs would not
be reimbursable for the simple reason that the local agency's decision to employ

2 1d at page 731.
3 Ibid |
2 San Diego Uniﬁed School Dist., supra, 33 Cal.4th at page 887.
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firefighters involves an exercise of discretion concerning, for example, how many
firefighters are needed to be employed, etc. We find it doubtful that the voters
who enacted article XIII B, section 6, or the Legislature that adopted Government
Code section 17514, intended that result, and hence we are reluctant to endorse,
in this case, an application of the rule of City of Merced that might lead to such a
result. [Emphasis added.] - ‘

Yet the Court did not rely on this analysis to reach its conclusions, thus the statements are
considered dicta. However, the Commission recognizes that the Court was giving notice that the
City of Merced “discretionary” rationale is not without limitation. What the Court did not do

was disapprove either the City of Merced, or its own rationale and holding in Kern High School -
Dist. :

Rather, the 2003 decision of the California Supreme Court in Kern High School Dist. remains
good law, relevant, and its reasoning applies here. The Supreme Court explained, “the proper
focus under a legal compulsion inc%uiry is upon the nature of the claimants’ participation in the
underlying programs themselves.” 3 Likewise, compliance with Voter Identification Procedures
is not a reimbursable state-mandated program for local special elections scheduled at the option
of the local agency, if the issue could have legally been held for the next regular local or
statewide election date.

Elections Code section 1000 provides that “The established election dates in each year are as
follows:” '

(a) The second Tuesday of April in each even-numbered year.

(b) The first Tuesday after the first Monday in March of each odd-numbered year.
(c) The first Tuesday after the first Monday in June in each year.

(d) The first Tuesday after the first Monday in November of each year.

Elections Code section 1001 provides t&at “Blections held in June and November of each even-
numbered year are statewide elections and these dates are statewide election dates.” The
Commission finds that eligible costs from the Voter Identification Procedures program for any
statewide election dates, including special elections called by the Governor, are reimbursable.

Elections Code section 1002 provides that “Except as provided in Section 1003, notwithstanding
any other provisions of law, all state, county, municipal, district, and school district elections
shall be held on an established election date.” Elections Code section 1003 provides a list of
types of elections that may be held on dates other than established election dates, for example,
“(e) County, municipal, district, and school district initiative, referendum, or recall elections.”

Elections Code section 1300 et seq contain the general elections date provisions for local
agencies and school districts. Elections Code section 1303, for example, requires that “the
regular election to select governing board members in any school district, community college
district, or county board of education shall be held on the first Tuesday after the first Monday in
November of each odd-numbered year.” The Commission finds that eligible costs from the

25 Kern High School Dist., supra, 30 Cal.4th at page 743.
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Voter Identification Procedures program are reimbursable, for this type of regular, statutorily-
required local election.

An example where costs of complying with the Voter Identification Procedures program would.
not be relmbursable is found in Elections Code section 9222:

The legislative body of the city may submit to the voters, without a petition
therefor, a proposition for the repeal, amendment, or enactment of any ordinance,
to be voted upon at any succeeding regular or special city election, and if the
proposition submitted receives a majority of the votes cast on it at the election, the
ordinance shall be repealed, amended, or enacted accordingly. A proposition may
be submitted, or a special election may be called for the purpose of voting on a
proposition, by ordinance or resolution. The election shall be held not less than 88
days after the date of the order of election.

Using this example, if city officials call for a special municipal election for a vote on such a
proposition, at a time other than a scheduled statewide election, this is a voluntary election on the
part of the city. There are many such examples found in the Elections Code, where special
elections may be called at the option of a local government, or they can be held and consolidated
with other elections.?® In broad terms, the Commission finds that in a case where a local
government calls a special election that could have otherwise been legally consolidated with the
next local or statewide election, holding the special election is a voluntary decision on the part of
the local government, and the downstream costs for checking signatures on provisional ballots
are not reimbursable under the Kern decision.

Issue 3: Does the test claim statute impose “costs mandated by the state” within the
meaning of Government Code sections 17514 and 175567

Reimbursement under article XIII B, section 6 is required only if any new program or higher-
level of service is also found to impose “costs mandated by the state.” Government Code
section 17514 defines “costs mandated by the state” as any increased cost a local agency is
required to incur as a result of a statute that mandates a new program or higher level of service.
The claimant estimated costs of $1000 or more for the test claim allegations. The claimant also
stated that none of the Government Code section 17556 exceptions apply. For the activity listed
in the conclusion below, the Commission agrees and finds accordmgly that it imposes costs
mandated by the state upon local elections officials within the meaning of Government Code
section 17514, :

26 Elections Code sections 1405, 1410, and 1415 hold three more examples.
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CONCLUSION

The Commission concludes that Elections Code section 14310, subdivision (c)(1), as amended -
by Statutes 2000, chapter 260, mandates a new program or higher level of service on local
agencies within the meaning of article XIII B, section 6 of the California Constitution, and
imposes costs mandated by the state pursuant to Government Code section 17514, for
performing the following specific new activity as part of statutorily-required elections:

e Using the procedures that apply to the comparison of signatures on absentee ballots, the
elections official shall compare the signature on each provisional ballot envelope with the
signature on the voter's affidavit of registration. If the signatures do not compare, the
ballot shall be rejected. (Elec. Code, § 14310, subd. (c)(l).)27 ‘

The Commission concludes that in a case where a local government calls a special election that
could have otherwise been legally consolidated with the next local or statewide election, holding
the special election is a voluntary decision on the part of the local government, and the
downstream costs for checking signatures on provisional ballots are not reimbursable.

27 As amended by Statutes 2000, chapter 260, operative January 1, 2001.
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DRAFT PARAMETERS AND GUIDELINES

Elections Code Section 14310
Statutes 2000, Chapter 260 (SB 414)

Voter Identification Procedures
(03-TC-23) |

County of San Bernardino, Claimant

L SUMMARY OF THE MANDATE

On October 4, 2006, the Commission on State Mandates (Commission) adopted a Statement of
Decision finding that the test claim legislation imposes a reimbursable state-mandated program
on local agencies within the meaning of article XIII B, section 6 of the California Constitution
and Government Code section 17514 to perform the following activities: '

o Using the procedures that apply to the comparison of signatures on absentee ballots, the
elections official shall compare the signature on each provisional ballot envelope with the
signature on the voter's affidavit of registration. If the signatures do not compare, the
ballot shall be rejected. (Elec. Code, § 14310, subd. (c)(1).)

The Commission found that in a case where a local government calls a special election that could
have othérwise been legally consolidated with the next local or statewide election, holding the
special election is a voluntary decision on the part of the local government, and the downstream
costs for checking signatures on provisional ballots are not reimbursable.

II. ELIGIBLE CLAIMANTS

Any city, county, and city and county that incurs increased costs as a result of this reimbursable
state-mandated program is eligible to claim reimbursement of those costs.

III. PERIOD OF REIMBURSEMENT -

Government Code section 17557, subdivision (c), as amended by Statutes 1998, chapter 681, states
that a test claim shall be submitted on or before June 30 following a given fiscal year to establish
eligibility for that fiscal year. The County of San Bernardino filed the test claim on

October 1, 2003, establishing eligibility for fiscal year 2002-2003. Therefore, costs incurred
pursuant to Statutes 2000, chapter 260, are reimbursable on or after July 1, 2002.

Actual costs for one fiscal year shall be included in each claim. Estimated costs of the
subsequent year may be included on the same claim, if applicable. Pursuant to Government
Code section 17561, subdivision (d)(1)(A), all claims for reimbursement of initial fiscal year
costs shall be submitted to the State Controller within 120 days of the issuance date for the
claiming instructions. '

If the total costs for a given fiscal year do not exceed $1,000, no reimbursement shall be allowed
except as otherwise allowed by Government Code section 17564, :

1 Draft Parameters & Guidelines
Voter Identification Procedures
‘ 03-TC-23




IV. REIMBURSABLE ACTIVITIES

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 (or
declare) under penalty of perjury under the laws of the State of California that the foregoing is
true and correct,” and must further comply with the requirements of Code of Civil Procedure
section 2015.5. 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.

The claimant is only allowed to claim and be reimbursed for increased costs for reimbursable
activities identified below. Increased costis limited to the cost of an activity that the claimant is
required to incur as a result of the mandate.

For each eligible claimant, the following activities are reimbursable:

e Using the procedures that apply to the comparison of signatures on absentee ballots, the
elections official shall compare the signature on each provisional ballot envelope with the
signature on the voter's affidavit of registration. If the signatures do not compare, the
ballot shall be rejected. (Elec. Code, § 14310, subd. (c)(1).)!

When a local government calls a special election that could have othérwise been legally
consolidated with the next local or statewide election, holding the special election is a voluntary
decision on the part of the local government, and the downstream costs for checking signatures
on provisional ballots are not reimbursable.

V. CLAIM PREPARATION AND SUBMISSION

Each of the following cost elements must be identified for each reimbursable activity identified
in Section IV, Reimbursable Activities, of this document. Each claimed reimbursable cost must
be supported by source documentation as described in Section IV, Additionally, each
reimbursement claim must be filed in a timely manner.

A. Direct Cost Réporting

Direct costs are those costs incurred specifically for the reimbursable activities. The following
direct costs are eligible for reimbursement.

1. Salaries and Benefits

' As amended by Statutes 2000, chapter 260, operative January 1, 2001,
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Report each employee implementing the reimbursable activities by name, job
classification, and productive hourly rate (total wages and related benefits divided by
productive hours). Describe the specific reimbursable activities performed and the hours
devoted to each reimbursable activity performed.

2. Materials and Supplies

Report the cost of materials and supplies that have been consumed or expended for the
purpose of the reimbursable activities. Purchases shall be claimed at the actual price
after deducting discounts, rebates, and allowances received by the claimant. Supplies
that are withdrawn from inventory shall be charged on an appropriate and recognized
method of costing, consistently applied.

3, Contracted Services

Report the name of the contractor and services performed to implement the reimbursable
activities. If the contractor bills for time and materials, report the number of hours spent
on the activities and all costs charged. If the contract is a fixed price, report the services
that were performed during the period covered by the reimbursement claim. If the
contract services are also used for purposes other than the reimbursable activities, only
the pro-rata portion of the services used to implement the reimbursable activities can be
claimed. Submit contract consultant and attorney invoices with the claim and a-
description of the contract scope of services. : '

4, Fixed Assets and Equipment

Report the purchase price paid for fixed assets and equipment (including computers)
necessary to implement the reimbursable activities. The purchase price includes taxes,
delivery costs, and installation costs. If the fixed asset or equipment is also used for
purposes other than the reimbursable activities, only the pro-rata portion of the purchase
price used to implement the reimbursable activities can be claimed.

5. Travel

“Report the name of the employee traveling for the purpose of the reimbursable activities.
Include the date of travel, destination point, the specific reimbursable activity requiring -
travel, and related travel expenses reimbursed to the employee in compliance with the
rules of the local jurisdiction. Report employee travel time according to the rules of cost
element A.1, Salaries and Benefits, for each applicable reimbursable activity.

B. Indirect Cost Rates

Indirect costs are costs that are incurred for a common or joint purpose, benefiting more than one

- program, and are not directly assignable to a particular department or program without efforts
disproportionate to the result achieved. Indirect costs may include both (1) overhead costs of the
unit performing the mandate; and (2) the costs of the central government services distributed to
the other departments based on a systematic and rational basis through a cost allocation plan.

Compensation for indirect costs is eligible for reimbursement utilizing the procedure provided in
the Office of Management and Budget (OMB) Circular A-87. Claimants have the option of
using 10% of direct labor, excluding fringe benefits, or preparing an Indirect Cost Rate Proposal
(ICRP) if the indirect cost rate claimed exceeds 10%.
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If the claimant chooses to prepare an ICRP, both the direct costs (as defined and described in
OMB Circular A-87 Attachments A and B) and the indirect costs shall exclude capital
expenditures and unallowable costs (as defined and described in OMB Circular A-87
Attachments A and B). However, unallowable costs must be included in the direct costs if they

* represent activities to which indirect costs are properly allocable.

" The distribution base may be (1) total direct costs (excluding capital expenditures and other
distorting items, such as pass-through funds, major subcontracts, etc.), (2) direct salaries and
" wages, or (3) another base which results in an equitable distribution.

. In calculating an ICRP, the clalmant shall have the choice of one of the following
methodologies:

1. The allocation of allowable indirect costs (as defined and described in OMB Circular
A-87 Attachments A and B) shall be accomplished by (1) classifying a department’s
‘total costs for the base period as either direct or indirect, and (2) dividing the total
allowable indirect costs (net of applicable credits) by an equitable distribution base.
The result of this process is an indirect cost rate which is used to distribute indirect
costs to mandates. The rate should be expressed as a percentage which the total
amount allowable indirect costs bears to the base selected; or

2. The allocation of allowable indirect costs (as defined and described in OMB Circular
A-87 Attachments A and B) shall be accomplished by (1) separating a department
into groups, such as divisions or sections, and then classifying the division’s or
section’s total costs for the base period as either direct or indirect, and (2) dividing
the total allowable indirect costs (net of applicable credits) by an equitable
distribution base. The result of this process is an indirect cost rate that is used to
distribute indirect costs to mandates. The rate should be expressed as a percentage
‘which the total amount allowable indirect costs bears to the base selected.

VI. RECORD RETENTION

Pursuant to Government Code 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 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. All documents used to support the reimbursable activities, as described
in Section IV, must be 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.

VII. OFFSETTING REVENUES AND OTHER REIMBURSEMENTS

Any offsets the claimant experiences in the same program as a result of the same statutes or
executive orders found to contain the mandate shall be deducted from the costs claimed. In
addition, reimbursement for this mandate from any source, including but not limited to, service

2 This refers to Title 2, division 4, part 7, chapter 4 of the Government Code.
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fees collected, federal funds, and other state funds, shall be identified and deducted from this
claim. ' '

VIIL. ST ATE CONTROLLER’S CLAIMING INSTRUCTIONS

Pursuant to Government Code section 17558, subdivision (b), the Controller shall issue claiming
instructions for each mandate that requires state reimbursement not later than 60 days after
receiving the adopted parameters and guidelines from the Commission, to assist local agencies -
and school districts in claiming costs to be reimbursed. The claiming instructions shall be
derived from the test claim decision and the parameters and guidelines adopted by the

Commission.

Pursuant to Government Code section 17561, subdivision (d)(1), issuance of the claiming
instructions shall constitute a notice of the right of the local agencies and school districts to file
reimbursement claims, based upon parameters and guidelines adopted by the Commission.

IX. REMEDIES BEFORE THE COMMISSION

Upon request of a local agency or school district, the Commission shall review the claiming
instructions issued by the State Controller or any other authorized state agency for
reimbursement of mandated costs pursuant to Government Code section 17571, If the
Commission determines that the claiming instructions do not conform to the parameters and
guidelines, the Commission shall direct the Controller to modify the claiming instructions and .
the Controller shall modify the claiming instructions to conform to the parameters and guidelines
as directed by the Commission.

In addition, requests may be made to amend parameters and guidelines pursuant to Government
Code section 17557, subdivision (d), and California Code of Regulations, title 2, section 1183.2. -

X. LEGAL AND FACTUAL BASIS FOR THE PARAMETERS AND GUIDELINES

The Statement of Decision is legally binding on all parties and provides the legal and factual
basis for the parameters and guidelines. The support for the legal and factual findings is found in
the administrative record for the test claim. The administrative record, including the Statement
of Decision, is on file with the Commission.
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County of San Bernardino, Claimant

l. SUMMARY OF THE MANDATE

On October 4, 2006, the Commission on State Mandates (Commission) adopted a Statement of
Decision finding that the test claim legislation imposes a reimbursable state-mandated program
on local agencies within the meaning of article XII1 B, section 6 of the California Constitution
and Government Code section 17514 to perform the following activities:

e Using the procedures that apply to the comparison of signatures on absentee ballots, the
elections official shall compare the signature on each provisional ballot envelope with the
signature on the voter's affidavit of registration. If the signatures do not compare, the
ballot shall be rejected. (Elec. Code, § 14310, subd. (c)(1).)

The Commission found that in a case where a local government calls a special election that could
have otherwise been legally consolidated with the next local or statewide election, holding the
special election is a voluntary decision on the part of the local government, and the downstream
costs for checking signatures on provisional ballots are not reimbursable.

1. ELIGIBLE CLAIMANTS

Any city, county, and city and county that incurs increased costs as a result of this reimbursable
state-mandated program is eligible to claim reimbursement of those costs.

I1l. PERIOD OF REIMBURSEMENT
Government Code section 17557, subdivision {€); (€), as-amended-by-Statutes 1998, chapter 681,

states that a test claim shall be submitted on or before June 30 following a given fiscal year to
establish eligibility for that fiscal year. The County of San Bernardino filed the test claim on

October 1, 2003, establishing eligibility for fiscal year 2002-2003. Therefore, costs incurred

pursuant to Statutes 2000, chapter 260, are reimbursable on or after July 1, 2002,

Actual costs for one flscal year shall be included |n each clalm Eoedees oo e

; able. Pursuant to Government
Code sectlon 17561 subdivision (d)(l)(A) all clalms for relmbursement of initial fiscal year
costs shall be submitted to the State Controller within 120 days of the issuance date for the
claiming instructions.

If the total costs for a given fiscal year do not exceed $1,000, no reimbursement shall be allowed
except as otherwise allowed by Government Code section 17564.
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IV.  REIMBURSABLE ACTIVITIES

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 (or
declare) under penalty of perjury under the laws of the State of California that the foregoing is
true and correct,” and must further comply with the requirements of Code of Civil Procedure
section 2015.5. 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.

The claimant is only allowed to claim and be reimbursed for increased costs for reimbursable
activities identified below. Increased cost is limited to the cost of an activity that the claimant is
required to incur as a result of the mandate.

For each eligible claimant, the following activities are reimbursable:
A. One-Time Activities

1. Updating polices and procedures to implement the reimbursable activities listed in
Section 1V., B, of these parameters and guidelines.

2. Modifying Reqistrar of VVoter’s computer system to record the mandated provisional
ballot signature comparing activities.

3. Training empoyees who perform the reimbursable activites listed in Section V., B, of
these parameters and guidelines. (One-time activity per employee.)

B. Ongoing Activities

1. Using the procedures that apply to the comparison of signatures on absentee ballots, the
elections official shall compare the signature on each provisional ballot envelope with the
signature on the voter's affidavit of registration. If the signatures do not compare, the
ballot shall be rejected. (Elec. Code, § 14310, subd. (c)(1).)?

When a local government calls a special election that could have otherwise been legally
consolidated with the next local or statewide election, holding the special election is a voluntary
decision on the part of the local government, and the downstream costs for checking signatures
on provisional ballots are not reimbursable.

! As amended by Statutes 2000, chapter 260, operative January 1, 2001.
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V. CLAIM PREPARATION AND SUBMISSION

Each of the following cost elements must be identified for each reimbursable activity identified
in Section IV, Reimbursable Activities, of this document. Each claimed reimbursable cost must
be supported by source documentation as described in Section IV. Additionally, each
reimbursement claim must be filed in a timely manner.

A. Uniform Allowances (Time)

The uniform time allowances cover the cost of the salaries and benefits of the employees
performing the ongoing activities listed in Part B. 1., in Section 1V of these parameters and
guidelines. For purposes of the following calculations, productive hours mean: “Time spent
performing any Kind of mental or physical work. Paid leave is not included.”

Elections Official Comparing Signature on Provisional Ballot Envelope with the
Signature on the Voter’s Affidavit of Registration

For activity 1V. B. 1. multiply as follows:

(the total number of eligible provisional ballots cast) x (0.01 hour?) x (the productive
hourly rate {total wages and related benefits divided by productive hours} for employees
performing the reimbursable activities.)

The Commission has not identified any circumstances that would cause an eligible claimant to
incur additional costs to perform any other activities not incorporated in Section 1V of these
parameters and quidelines. Eligible claimants incurring any such costs within the scope of the
reimbursable activities may submit a request to amend the parameters and quidelines to the
commission for such costs to be approved for reimbursement, subject to the provisions of
Government Code section 17557 and California Code of Requlations, title 2, section 1183.2.

B. Direct Cost Reporting

Direct costs are those costs incurred specifically for the reimbursable activities. The following
direct costs are eligible for reimbursement.

1. Salaries and Benefits®

Report each employee implementing the reimbursable activities by name, job
classification, and productive hourly rate (total wages and related benefits divided by
productive hours). Describe the specific reimbursable activities performed and the hours
devoted to each reimbursable activity performed.

2. Materials and Supplies

Report the cost of materials and supplies that have been consumed or expended for the
purpose of the reimbursable activities. Purchases shall be claimed at the actual price
after deducting discounts, rebates, and allowances received by the claimant. Supplies
that are withdrawn from inventory shall be charged on an appropriate and recognized
method of costing, consistently applied.

2 Equivalent to 0.60 minute or 36 seconds.
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3. Contracted Services

Report the name of the contractor and services performed to implement the reimbursable
activities. If the contractor bills for time and materials, report the number of hours spent
on the activities and all costs charged. If the contract is a fixed price, report the services
that were performed during the period covered by the reimbursement claim. If the
contract services are also used for purposes other than the reimbursable activities, only
the pro-rata portion of the services used to implement the reimbursable activities can be
claimed. Submit contract consultant and attorney invoices with the claim and a
description of the contract scope of services.

4. Fixed Assets and Equipment

Report the purchase price paid for fixed assets and equipment (including computers)
necessary to implement the reimbursable activities. The purchase price includes taxes,
delivery costs, and installation costs. If the fixed asset or equipment is also used for
purposes other than the reimbursable activities, only the pro-rata portion of the purchase
price used to implement the reimbursable activities can be claimed.

5. Travel

Report the name of the employee traveling for the purpose of the reimbursable activities.
Include the date of travel, destination point, the specific reimbursable activity requiring
travel, and related travel expenses reimbursed to the employee in compliance with the
rules of the local jurisdiction. Report employee travel time according to the rules of cost
element A.1, Salaries and Benefits, for each applicable reimbursable activity.

6. Training

Report the cost of training an employee to perform the reimbursable activities, as
specified in Section IV of this document. Report the name and job classification of each
employee preparing for, attending, and/or conducting training necessary to implement the
reimbursable activities. Provide the title, subject, and purpose (related to the mandate of
the training session), dates attended, and location. If the training encompasses subjects
broader than the reimbursable activities, only the pro-rata portion can be claimed. Report
employee training time for each applicable reimbursable activity according to the rules of
cost element A..1, Salaries and Benefits, and B-A.2, Materials and Supplies as stated in
this section. Report the cost of consultants who conducted the training according to the
rules of cost element A..3, Contracted Services.

B. Indirect Cost Rates

Indirect costs are costs that are incurred for a common or joint purpose, benefiting more than one
program, and are not directly assignable to a particular department or program without efforts
disproportionate to the result achieved. Indirect costs may include both (1) overhead costs of the
unit performing the mandate; and (2) the costs of the central government services distributed to
the other departments based on a systematic and rational basis through a cost allocation plan.

Compensation for indirect costs is eligible for reimbursement utilizing the procedure provided in
the Office of Management and Budget (OMB) Circular A-87. Claimants have the option of
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using 10% of direct labor, excluding fringe benefits, or preparing an Indirect Cost Rate Proposal
(ICRP) if the indirect cost rate claimed exceeds 10%.

If the claimant chooses to prepare an ICRP, both the direct costs (as defined and described in
OMB Circular A-87 Attachments A and B) and the indirect costs shall exclude capital
expenditures and unallowable costs (as defined and described in OMB Circular A-87
Attachments A and B). However, unallowable costs must be included in the direct costs if they
represent activities to which indirect costs are properly allocable.

The distribution base may be (1) total direct costs (excluding capital expenditures and other
distorting items, such as pass-through funds, major subcontracts, etc.), (2) direct salaries and
wages, or (3) another base which results in an equitable distribution.

In calculating an ICRP, the claimant shall have the choice of one of the following
methodologies:

1. The allocation of allowable indirect costs (as defined and described in OMB Circular
A-87 Attachments A and B) shall be accomplished by (1) classifying a department’s
total costs for the base period as either direct or indirect, and (2) dividing the total
allowable indirect costs (net of applicable credits) by an equitable distribution base.
The result of this process is an indirect cost rate which is used to distribute indirect
costs to mandates. The rate should be expressed as a percentage which the total
amount allowable indirect costs bears to the base selected; or

2. The allocation of allowable indirect costs (as defined and described in OMB Circular
A-87 Attachments A and B) shall be accomplished by (1) separating a department
into groups, such as divisions or sections, and then classifying the division’s or
section’s total costs for the base period as either direct or indirect, and (2) dividing
the total allowable indirect costs (net of applicable credits) by an equitable
distribution base. The result of this process is an indirect cost rate that is used to
distribute indirect costs to mandates. The rate should be expressed as a percentage
which the total amount allowable indirect costs bears to the base selected.

VI. RECORD RETENTION

Pursuant to Government Code 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 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. All documents used to support the reimbursable activities, as described
in Section IV, must be 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.

VIl. OFFSETTING REVENUES AND OTHER REIMBURSEMENTS

| 3 This refers to Title 2, division 4, part 7, chapter 4 of the Government Code.
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Any offsets the claimant experiences in the same program as a result of the same statutes or
executive orders found to contain the mandate shall be deducted from the costs claimed. In
addition, reimbursement for this mandate from any source, including but not limited to, service
fees collected, federal funds, and other state funds, shall be identified and deducted from this
claim.

VIIl. STATE CONTROLLER’S CLAIMING INSTRUCTIONS

Pursuant to Government Code section 17558, subdivision (b), the Controller shall issue claiming
instructions for each mandate that requires state reimbursement not later than 60 days after
receiving the adopted parameters and guidelines from the Commission, to assist local agencies
and school districts in claiming costs to be reimbursed. The claiming instructions shall be
derived from the test claim decision and the parameters and guidelines adopted by the
Commission.

Pursuant to Government Code section 17561, subdivision (d)(1), issuance of the claiming
instructions shall constitute a notice of the right of the local agencies and school districts to file
reimbursement claims, based upon parameters and guidelines adopted by the Commission.

IX. REMEDIES BEFORE THE COMMISSION

Upon request of a local agency or school district, the Commission shall review the claiming
instructions issued by the State Controller or any other authorized state agency for
reimbursement of mandated costs pursuant to Government Code section 17571. If the
Commission determines that the claiming instructions do not conform to the parameters and
guidelines, the Commission shall direct the Controller to modify the claiming instructions and
the Controller shall modify the claiming instructions to conform to the parameters and guidelines
as directed by the Commission.

In addition, requests may be made to amend parameters and guidelines pursuant to Government
Code section 17557, subdivision (d), and California Code of Regulations, title 2, section 1183.2.

X. LEGAL AND FACTUAL BASIS FOR THE PARAMETERS AND GUIDELINES

The Statement of Decision is legally binding on all parties and provides the legal and factual
basis for the parameters and guidelines. The support for the legal and factual findings is found in
the administrative record for the test claim. The administrative record, including the Statement
of Decision, is on file with the Commission.
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