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6. Audit Reports for the Notification for Truancy program
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Bakersfield City School District, dated October 25, 2012

Clovis Unified School District, dated January 31, 2012

Colton Joint Unified School District, dated November 26, 2003
Compton Unified School District, dated August 6, 2003

Desert Sands Unified School District, dated April 20, 2015

East Side Union High School District, dated February 13, 2009
Elk Grove Unified School District, dated April 20, 2012

Fresno Unified School District, dated February 18, 2005

Fresno Unified School District, dated January 28, 2011

Fresno Unified School District, dated May 4, 2015

Grant Joint Union High School District, dated May 28, 2010
Grossmont Union High School District, dated November 4, 2014
Huntington Beach Union High School District, dated May 8, 2013
Kern High School District, dated November 29, 2006

Kern High School District, dated May 29, 2013

Lodi Unified School District, dated May 23, 2014

Los Angeles Unified School District, dated March 30, 2011
Moreno Valley Unified School District, dated December 22, 2004
Moreno Valley Unified School District, dated August 21, 2012
Oakland Unified School District, dated August 6, 2003

Oakland Unified School District, dated October 25, 2010
Oakland Unified School District, dated January 28, 2014
Ontario-Montclair School District, dated February 14, 2007
Riverside Unified School District, dated February 22, 2013
Riverside Unified School District, dated August 24, 2012
Riverside Unified School District, dated April 8, 2013
Sacramento City Unified School District, dated October 25, 2012
San Bernardino City Unified School District, dated November 30, 2005
San Bernardino City Unified School District, dated December 28, 2011
San Diego Unified School District, dated June 16, 2015

San Jose Unified School District, dated April 20, 2015

San Juan Unified School District, dated November 30, 2011
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San Juan Unified School District, dated November 25, 2009
San Juan Unified School District, dated September 4, 2009
Santa Ana Unified School District, dated September 30, 2005
Santa Ana Unified School District, dated June 23, 2010
Sequoia Union High School District, dated May 23, 2012
Stockton Unified School District, dated January 19, 2007
Stockton Unified School District, dated October 24, 2012
Sweetwater Union High School District, dated October 7, 2005
Sweetwater Union High School District, dated April 11, 2012
Twin Rivers Unified School District, dated June 5, 2015
Victor Elementary School District, dated August 28, 2013
Victor Elementary School District, dated October 10, 2013
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Commission on State Mandates I S S

980 Ninth Street, Suite 300
Sacramento, CA 95814

RE: 498/83 Notification of Truancy #2
Fiscal Years: 2003-04 through 2006-07
Incorrect Reduction Claim

Dear Ms. Higashi:

Enclosed is the original and two copies of the above referenced incorrect reduction
claim for Riverside Unified School 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:

Michael H. Fine, Deputy Superintendent
Business Services & Governmental Relations
Riverside Unified School District

6050 Industrial Avenue

Riverside, CA 92504

Thank you.

Sincerely,

/

Keith B. Petersen




COMMISSION ON STATE MANDATES

1. INCORRECT REDUCTION CLAIM
TITLE
498/83 Notification of Truancy #2

This is the second incorrect reduction claim filed by
the District on this mandate program

2. CLAIMANT INFORMATION

Riverside Unified School District

Michael H. Fine, Deputy Superintendent,

Business Services & Governmental Relations

6050 Industrial Avenue
Riverside, CA 92504

Voice: 951-352-6729 x82001
Fax: 951-778-5713

email: mfine@rusd.k12.ca.us

3. CLAIMANT REPRESENTATIVE
INFORMATION

Claimant designates the following person to
act as its sole representative in this incorrect
reduction claim. All correspondence and
communications regarding this claim shall be
forwarded to this representative. Any change
in representation must be authorized by the
claimant in writing, and sent to the Commission
on State Mandates.

Keith B. Petersen, President
SixTen and Associates

3270 Arena Bivd., Suite 400-363
Sacramento, CA 95834

Voice: (916) 419-7093

Fax: (916) 263-9701

E-mail: Kbpsixten@aol.com

Filing Date

Nov 0 1 2010

MMISSION ON
éqi%re MANDATES

IRC #:
4, IDENTIFICATION OF STATUTES OR
EXECUTIVE ORDERS

Statutes of 1983, Chapter 498
Education Code Sections 48260 and 48260.5

5. AMOUNT OF INCORRECT REDUCTION

Fiscal Year Amount of Reduction
2003-04 $ 33,358
2004-05 $ 38,599
2005-06 $ 27,708
2006-07 $226,423
TOTAL: $326,088
6. NOTICE OF NO INTENT TO CONSOLIDATE

This claim is not being filed with the intent to consolidate
on behalf of other claimants. i
Sections 7-14 are attached as follows:

7. Written Detailed Narrative Pages 1 to 31
8. Controller’s Payment Letters Exhibit __A
9. Parameters and Guidelines Exhibit _ B
10. Controllers Claiming Instructions Exhibit __ C
11. Controller’s Final Audit Report  Exhibit __ D
12. “Statistical Sampling Revisited” Exhibit __E
13. Controller’s Letter July 17, 2007 Exhibit __F
14. Annual Reimbursement Claims: Exhibit _ G

156.  CLAIM CERTIFICATION

This claim alleges an incorrect reduction of a
reimbursement claim filed with the State Controller's
Office pursuant to Government Code section 17561.

This incorrect reduction claim is filed pursuant to
Government Code section 17551, subdivision (d). |
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.

Michael H. Fine, Deputy Superintendent
Business Services & Governmental Relations

?/}/ZW 7229“ /O/X//z)

Signature Ddlte '
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Claim Prepared by:

Keith B. Petersen

SixTen and Associates

3270 Arena Blvd., Suite 400-363
Sacramento, CA 95834

Voice: (916) 419-7093

Fax: (916) 263-9701

E-mail: kbpsixten@aol.com

BEFORE THE
COMMISSION ON STATE MANDATES
STATE OF CALIFORNIA

INCORRECT REDUCTION CLAIM OF:
No. CSM

Chapter 498, Statutes of 1983
Education Code Section 48260.5

RIVERSIDE UNIFIED
Notification of Truancy #2

Annual Reimbursement Claims:
Claimant.

Fiscal Year 2003-04

Fiscal Year 2004-05

Fiscal Year 2005-06

)
)
)
)
)
)
)

School District )
)
)
)
;
) Fiscal Year 2006-07
)

INCORRECT REDUCTION CLAIM FILING
PART |. AUTHORITY FOR THE CLAIM
The Commission on State Mandates has the authority pursuant to Government
Code Section 17551(d) 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.” Riverside Unified School District (hereafter “District”)
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Incorrect Reduction Claim of Riverside Unified School District
498/83 Notification of Truancy #2

is a school district as defined in Government Code Section 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 February 5, 2010 has been issued and constitutes a
demand for repayment and adjudication of the claim. On various subsequent dates in
2010, the Controller issued “results of review letters” reporting the audit results and
amounts due the state and these letters constitute a payment action. See Exhibit “A.”

There is no alternative dispute resolution process available from the Controller’s
office. The audit report states that an incorrect reduction claim should be filed with the
Commission if the claimant disagrees with the findings.

PART ll. SUMMARY OF THE CLAIM

The Controller conducted a field audit of the District’'s annual reimbursement
claims for Fiscal Years 2003-04, 2004-05, 2005-06 and 2006-07, for the costs of
complying with the legislatively mandated program 498/83 Notification of Truancy. As a
result of the audit, the Controller determined that $326,088 of the claimed costs were
unallowable:

/

/
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Fiscal Amount Audit SCO Amount Due
Year _ Claimed Adjustment Payments <State> District
2003-04 $244,101  § 33,358  $244,101  <§ 33,358>
2004-05 $272,234  § 38,599  $272,234  <§ 38,599>
2005-06 $243,123 § 27,708  § 0 $215,415
2006-07 $226,423  $226423 $ 46437 <$ 46.437>
Totals $985,881  $326,088  $562,772 $ 97,021

The audit report states that the District was paid $562,772 for these annual claims and
concludes that the amount of $97,021 is due to the District.
PART lll. PREVIOUS INCORRECT REDUCTION CLAIMS
The District previously filed an incorrect reduction claim for this mandate
program for Fiscal Years 1999-00, 2000-01, and 2001-02 on June 14, 2006. The
District filed a revised incorrect reduction claim for those fiscal years on August 26,
2008, in response to a revised audit report dated December 12, 2007. The District filed
a second revised incorrect reduction claim for those fiscal years on September 9, 2010,
in response to a second revised audit report dated February 5, 2010. The District is not
aware of any incorrect reduction claims having been adjudicated on the specific issues
or subject matter raised by this incorrect reduction claim.
PART IV. BASIS FOR REIMBURSEMENT

1. Mandate Legqislation

Chapter 498, Statutes of 1983 added Section 48260.5 to the Education Code to
require school districts to notify parents or guardians of the pupil's initial classification

3
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Incorrect Reduction Claim of Riverside Unified School District
498/83 Notification of Truancy #2

as truant:

(@) Upon a pupil's initial classification as a truant, the school district shall
notify the pupil's parent or guardian, by first-class mail or other reasonable
means, of the following:
(1)  That the pupil is truant.
(2)  That the parent or guardian is obligated to compel the attendance
of the pupil at school.
(3)  That parents or guardians who fail to meet this obligation may be
guilty of an infraction and subject to prosecution pursuant to Article
6 (commencing with Section 48290) of Chapter 2 of Part 27.
(b)  The district also shall inform the parents or guardians of the following:
(1)  Alternative educational programs are available in the district.
(2)  The right to meet with appropriate school personnel to discuss
solutions to the pupil's truancy.

The time for distribution of the initial classification of truancy is controlled by
Education Code Section 48260. Education Code Section 48260, as recodified by
Chapter 1010, Statutes of 1976, requires:

“Any pupil subject to compulsory full-time education or to compulsory
continuation education who is absent from school without valid excuse more than
three days or tardy in excess of 30 minutes on each of more than three days in
one school year is a truant and shall be reported to the attendance supervisor or
to the superintendent of the school district.”

The test claim was based on this definition of a truant, that is, more than three
unexcused absences or tardy for more than three periods.
2. Test Claim

The State Board of Control, the predecessor body to the Commission on State

Mandates, with jurisdiction regarding costs mandated by the state, determined on

November 29, 1984, that Education Code Section 48260.5 imposed a new program or

an increased level of service by requiring notifications be sent to the parents or
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guardians of pupils upon initial classification of truancy, which at the time the test claim

was adopted, occurred upon the fourth truancy or tardy.

3.

Parameters and Guidelines

The original parameters and guidelines were adopted on August 27, 1987,

amended on July 28, 1988, and then amended a second time on July 22, 1993. A copy

of the July 22, 1993, parameters and guidelines is attached as Exhibit “B.”

Subsequent to the adoption of the test claim and the adoption of the second

amended parameters and guidelines in 1993, Education Code Section 48260 was

amended by Chapter 1023, Statutes of 1994 and Chapter 19, Statutes of 1995, to

require:

(@)  Any pupil subject to compulsory full-time education or to compulsory
continuation education who is absent from school without valid excuse three full
days in one school year or tardy or absent for more than any 30-minute period
during the schoolday without a valid excuse ***on three_occasions in one school
year,_or any combination thereof, is a truant and shall be reported to the
attendance supervisor or to the superintendent of the school district.

(b)  Notwithstanding subdivision (a), it is the intent of the Legislature that
school districts shall not change the method of attendance accounting provided
for in existing law and shall not be required to employ period-by-period
attendance accounting.

Chapter 1023, Statutes of 1994 and Chapter 19, Statutes of 1995, also amended

Education Code Section 48260.5 as follows:

***  Upon a pupil's initial classification as a truant, the school district shall
notify the pupil's parent or guardian, by first-class mail or other reasonable
means, of the following:

(@)  That the pupil is truant.

(b)  That the parent or guardian is obligated to compel the attendance

of the pupil at school.

(c)  That parents or guardians who fail to meet this obligation may be

5
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Incorrect Reduction Claim of Riverside Unified School District
498/83 Notification of Truancy #2

guilty of an infraction and subject to prosecution pursuant to Article 6
(commencing with Section 48290) of Chapter 2 of Part 27. ***

***(d) That alternative educational programs are available in the district.
***(g) That the parent or guardian has the right to meet with appropriate
school personnel to discuss solutions to the pupil's truancy.

(f)  That the pupil may be subject to prosecution under Section 48264.
(@)  That the pupil may be subject to suspension, restriction, or delay of
the pupil's driving privilege pursuant to Section 13202.7 of the Vehicle
Code.

(h)  That it is recommended that the parent or guardian accompany the
pupil to school and attend classes with the pupil for one day.

These amendments created a conflict between the Education Code and the
parameters and guidelines. The second amended parameters and guidelines
continued to require a notice of five elements to be issued upon the fourth occasion of
absence even though Education Code Section 48260.5 had been amended to require a
notice of eight elements to be issued upon the third occasion of absence. Resolution of
this conflict was the subject of Chapter 69, Statutes of 2007 (AB 1698), which required
the Commission on State Mandates to update the parameters and guidelines. On
January 31, 2008, the Commission adopted the third-amended parameters and
guidelines pursuant to Chapter 69, Statutes of 2007, effective July 1, 2006, for annual
claims beginning FY 2006-07.

4. Claiming Instructions

The Controller has periodically issued or revised claiming instructions for the
mandate program. A copy of the October 1996 revision of the claiming instructions is
attached as Exhibit “C.” The October 1996 claiming instructions are believed to be, for

the purposes and scope of this incorrect reduction claim, substantially similar to the
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version existing at the time the claims that 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 no effect on the outcome of
this revised incorrect reduction claim.
PART V. STATE CONTROLLER CLAIM ADJUDICATION

The Controller conducted an audit of the District’'s annual reimbursement claims
for Fiscal Years 2003-04, 2004-05, 2005-06 and 2006-07. A copy of the February 5,
2010, audit report is attached as Exhibit “D.”

VI. CLAIMANT’'S RESPONSE TO THE STATE CONTROLLER

By letter dated November 20, 2009, the Controller transmitted a copy of its draft
audit report. The District objected to the proposed adjustments set forth in the draft
audit report by letter dated December 14, 2009. A copy of the District’s response is
included in Exhibit “D,” the final audit report. The Controller then issued the final audit
report without making any substantive changes.

PART VII. STATEMENT OF THE ISSUES

Finding1 Unsupported initial truancy notifications claimed

The audit report disallows 24 of the 17,943 notifications claimed in FY 2003-04,
and 33 of the 19,134 notifications claimed in FY 2004-05. These amounts reduce the
total number of notices subject to the statistical extrapolation in Finding 2. The audit
report states that the “program’s parameters and guidelines require the district to

provide documentation that supports the total number of initial notifications of truancy
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distributed.” The audit report does not indicate in what factual or legal manner the
District documentation was insufficient, so it is not possible to determine if the

) 13

adjustment is appropriate. The audit report states only that the District’s “attendance
records did not support the number of initial truancy notifications claimed.” The findings
comprise adjustments that ostensibly result from what the Controller perceives to be
inadequate source documentation. The Controller does not assert that the claimed
costs were excessive or unreasonable, which is the only statutory mandated cost audit
standard (Government Code Section 17561(d)(2)). It would therefore appear that the

findings are based upon the wrong standard for review.

A. Claim Preparation Standard

The audit report concludes that the District did not comply with the parameters
and guidelines for claiming costs, but does not describe the nature of the perceived
documentation deficiency. The parameters and guidelines for claim preparation state:

V.  CLAIM PREPARATION

Each claim for reimbursement pursuant to Education Code Section 48260.5,
Chapter 498, Statutes of 1983, must be timely filed and provide documentation
in support of the reimbursement claimed for this mandated program.
A. Uniform Cost Allowance Reimbursement
Report the number of initial notifications of truancy distributed during the year.
Do not include in that count the number of notifications or other contacts which
may result from the initial notification to the parent or guardian.

The District complied with Part VI A of the parameters and guidelines by reporting the

number of notices distributed on the forms provided by the Controller’s claiming

10
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instructions for this purpose.

B. Audit Documentation Standard

The audit report concludes that the District did not comply with the parameters
and guidelines as to source documentation for an audit, but did not specify in the audit
report why the source documentation was deficient. The parameters and guidelines
documentation requirements for audit are:

VIl.  SUPPORTING DATA

For auditing purposes, documents must be kept on file for a period of 3 years
from the date of final payment by the State Controller, unless otherwise specified
by statute and be made available at the request of the State Controller or his
agent.

A. Uniform Allowance Reimbursement

Documentation which indicates the total number of initial notifications of truancy
distributed.

The parameters and guidelines do not specify the form of supporting documentation
required. The parameters and guidelines do not require claimants to maintain a copy of
each notification. The parameters and guidelines do not require attendance records to
support the number of notifications distributed. The Controller selected the attendance
records as the only source of support for the number of notifications claimed for
purposes of the audit. This is an unenforceable policy preference of the Controller.

The District complied with Part VII A of the parameters and guidelines by
supporting the number of notices distributed with attendance records prepared in

compliance with state attendance reporting requirements and information prepared

11
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498/83 Notification of Truancy #2

specifically for the mandate. The attendance and truancy information was recorded on
a contemporaneous basis as required by the Education Code. The truancies were
recorded and the notices were distributed, therefore, actual costs were incurred, and
the Controller does not state that the work was not performed. The District provided
documentation generated in the ordinary course of business and the implementation of
the mandate and has therefore supported the claimed costs. The additional standards
desired by the Controller for supporting documentation are not defined in the audit
report, not defined in the Education Code, and not defined in the parameters and
guidelines. Thus, any such additional standards, whatever they might be, are not
supported in fact or law.

C. FY 2005-06 Unclaimed Notices

On a related matter, the District believes the 454 unclaimed notices (for Harrison
and Hawthorne Elementary Schools) identified in Finding 2 for FY 2005-06 should be
included in Finding 1 to increase the total number of claimable notifications before the
extrapolation of the statistical sampling findings, similar to how the FY 2003-04 and FY
2004-05 reductions have been treated.

Finding 2 Non-reimbursable initial truancy notifications claimed

The audit report concludes that the District claimed costs for non reimbursable
initial truancy notifications in the amount of $98,866 for Fiscal Years 2003-04, 2004-05
and 2005-06. There is no adjustment in this finding for FY 2006-07 as a result of

Finding 3.

10
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THE ISSUE OF STATISTICAL SAMPLING AND EXTRAPOLATION

Reimbursement for this mandate is based on the actual number of notifications
distributed multiplied by a uniform cost allowance for reimbursement in lieu of reporting
staff time and materials cost. The dollar amounts of the adjustments are the result of
reductions in the number of notices approved for reimbursement based upon the
auditor’s review of a random sample of truancy notifications. The audit report states
that this finding is based on a statistical sample of 886 truancy notifications actually
examined from a universe of 52,722 notices for the three fiscal years.

A. L eqgal Basis for Reimbursement Based on Statistical Sampling

The essential legal issue for this finding is whether the Controller can adjust
claims utilizing an extrapolation of findings from an audit sample. The propriety of a
mandate audit adjustment based on the statistical sampling technique is a threshold
issue in that if the methodology used is rejected, as it should be, the extrapolation is
void and the audit findings can only pertain to documentation actually reviewed, that is,
the 886 notifications examined for the criteria of whether there were a sufficient number
of absences or tardies to justify the initial notification of truancy and the age of the
student.

The audit report has cited no statutory or regulatory authority to allow the
Controller to reduce claimed reimbursement based on extrapolation of a statistical
sample. Instead, the audit report states that:

- “Government Code section 17558.5 requires the district to file a reimbursement

11

13




10

11

12

13

14

15

16

17

18

19

20

21

Incorrect Reduction Claim of Riverside Unified School District
498/83 Notification of Truancy #2

claim for actual mandate-related costs.” That citation is not specific to the sampling
issue presented. That citation is also unavailing since the Notification of Truancy
mandate is reimbursed based on a unit-cost rate which is a reasonable representation
of actual costs incurred by districts that were included in the cost study to establish the
uniform cost allowance for this mandate.

-“Government Code section 17561, subdivision (d)(2), allows the SCO to audit
the district's records to verify actual mandate-related costs” and that Government Code
Section 12410 requires the Controller to “audit all claims against the state.” The District
concurs that the Controller has authority to audit mandate claims, but asserts that it
must be done legally and logically. 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. However, Section 12410 is found in the part of the Government Code
that provides a general description of the duties of the Controller. It is not specific to
the audit of mandate reimbursement claims. The only applicable audit standard for
mandate reimbursement claims is found in Government Code Section 17561(d)(2).
The fact that Section 17561(d)(2) specifies its own audit standard (excessive or
unreasonable) implies that the general Controller audit standard (correctness, legality,
and sufficient provisions of law) does not control here. Therefore, the Controller may
only reduce a mandate reimbursement claim if it specifically finds that the amounts

claimed are unreasonable or excessive under Section 17561(d)(2). Further, the

12
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Controller has not asserted or demonstrated that, if Section 12410 was the applicable
standard, the audit adjustments were made in accordance with this standard. The
District’s claim was correct, in that it reported the number of notices distributed. There
is also no allegation in the audit report that the claim was in any way illegal. Finally, the
phrase “sufficient provisions of law for payment” refers to the requirement that there be
adequate appropriations prior to the disbursement of any funds. There is no indication
that any funds were disbursed without sufficient appropriations. Thus, even if the
standards of Section 12410 were applicable to mandate reimbursement audits, the
Controller has failed to put forth any evidence that these standards are not met or even
relevant. There is no indication that the Controller is actually relying on the audit
standards set forth in Section 12410 for the adjustments to the District’s reimbursement
claims.

-“The SCO conducted its audit according to generally accepted government
auditing standards [GAGAS] (Government Auditing Standards, issued by the U.S.
Government Accountability Office, July 2007) [GAQ].” The audit report asserts that the
“standards recognize statistical sampling as an acceptable method to provide sufficient,
appropriate evidence” but does not cite specific GAO or GAGAS language in support of
that assertion. The audit report does not explain how a statistical sample that provides
“appropriate evidence” of the scope and reliability of source documentation is therefore
a source of findings of actual cost or pervasive compliance with the mandate program

requirements. Notwithstanding, the GAO auditing guide referenced specifically pertains
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to audits of federal funds and state mandate reimbursement does not utilize federal
funds. Further, the GAO audit guide has not been adopted pursuant to any state
agency rulemaking nor is it included as a standard in the parameters and guidelines, so
claimants could not be on legal notice if its requirements, assuming its requirements
were relevant to mandate audits, nor could the District have actual notice of the GAO
guide published in 2007 at the time the annual claims were filed.

There is no provision to allow claimants to claim costs based on sampling and
extrapolation, or for the Controller to audit or make findings in the same manner. There
is no published audit manual for mandate reimbursement or the audit of mandate
claims in general, or any published audit program for this mandate program which
allows this method of audit or allows adjustment of amounts claimed in this manner.
Adjustment of the claimed costs based on an extrapolation from a statistical sample is
utilizing a standard of general application without the benefit of compliance with the
Administrative Procedure Act. Thus, the application of the method is prohibited by the
Government Code.

B. Utility of the Sampling Methodology

A statistically valid sample methodology is a recognized audit tool for some
purposes. See Exhibit “E” (“Statistical Sampling Revisited”). The sampling process
was misapplied here. The purpose of sampling is to determine the results of
transactions or whether procedures were properly applied to the reported transactions.

In the case of reimbursement for this mandate, the state reimburses a specific dollar
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amount for each transaction, that is, a notice sent to parents, so that outcome is not
being tested. What the Controller purports to be testing is whether the notices are
reimbursable based on the number of prerequisite absences or content of the notice,
which is testing for procedural compliance.

Instead, the auditor was actually conducting a review for documentation rather
than mandate compliance. Testing for procedural compliance usually involves
establishing tolerance parameters, but in the case of this audit, the tolerance factor was
zero, that is, based on the auditor’s perception of adequate documentation, which is a
separate issue. Testing to detect the rate of error within tolerances is the purpose of
sampling, but it is not a tool to assign an exact dollar amount to the amount of the error,
which the Controller has inappropriately done so here. This is a failure of auditor
judgment both in the purpose of the sampling and the use of the findings.

C. Sample Risk

The ultimate risk from extrapolating findings from a sample is that the
conclusions obtained from the sample may not be representative of the universe. That
is, the errors perceived from the sample do not occur at the same rate in the universe.
That is what has occurred in this audit. For example, kindergarten students present in
the sample are more likely to be excluded because of the under-age issue, which
makes these samples nonrepresentative of the universe. Also, if any of the notices
excluded for being under-age or over-age are for students who are special education

students, these samples would also not be representative of the universe since the
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possibility of a special education student being under-age or over-age is greater than
the entire student body. The audit report states that the District “provides no evidence
showing that the audit sample included a disproportionate number of kindergarten or
special education students compared to the truancy population.” This misses the point
entirely. The District does not assert that the incidence of kindergarten students or
special education students is either proportionate or disproportionate, rather that a
kindergarten pupil is more likely to be under-age and a special education pupil is more

likely to be over-age than other students sampled, and thus not representative.

D. Sample Error

Elementary Schools 2003-04 2004-05 2005-06 Total

Audited notifications claimed 9,214 9,395 7,662* 26,171

Total notices in entire sample 148 148 147 443

Percentage of the sample to total 1.61% 1.58% 1.94% 1.69%
Audit Results:

Alleged “noncompliant” notices 36 40 38 114

Percentage “noncompliant” 24.32% 27.03% 25.85% 25.73%

Secondary Schools

Audited notifications claimed 8,705 9,706 8,083 26,494

Total notices in entire sample 148 148 147 443

Percentage of the sample to total 1.70% 1.52% 1.82% 1.67%
Audit Results:

Alleged “noncompliant” notices 3 2 3 8

Percentage “noncompliant” 2.03% 1.35% 2.04% 1.81%

*Net of unsupported truancies identified in Finding 1. The population of elementary
schools sampled for FY 2005-06 totaled 8,016 (7,562 claimed and 454 unclaimed).
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In addition to the qualitative concerns discussed, quantitative extrapolation of the
sample to the universe depends on a statistically valid sample methodology.

Extrapolation does not ascertain actual cost. It ascertains probable costs within an
interval. The sampling technique used by the Controller is quantitatively non-
representative. For the three fiscal years, the Controller determined that there were
52,665 notices distributed by the District. The total sample size for all three years was
886 notices, or about 295 notices per year. Less than two percent of the total number of
notices were audited (1.68%). The stated precision rate was plus or minus 8%, even
though the sample size is essentially identical for all three fiscal years (either 296 or 294
samples), and even though the audited number of notices claimed in FY 2004-05 (19,101)
is 22% larger than the size of FY 2005-06 (15,645). The expected error rate is stated to
be 50%, which means the total amount adjusted of $98,866 is really just a number exactly
between $49,433 (50%) and $148,299 (150%). The midrange of an interval cannot be
used as a finding of absolute actual cost.

The Controller does not assert that the claimed costs were excessive or
unreasonable, which is the only mandated cost audit standard in statute (Government
Code Section 17561(d)(2)). The cost to be reimbursed by the state for each notice is
stipulated by the parameters and guidelines. It would therefore appear that the entire
findings are based upon the wrong standard for review. If the Controller wishes to enforce
other audit standards for mandated cost reimbursement, the Controller should comply with

the Administrative Procedure Act.
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THE ISSUES OF COMPLIANCE WITH THE MANDATE

Since the statistical sampling performed by the auditor fails for legal, qualitative,

and quantitative reasons, the remaining audit findings are limited to the 886 notices

actually investigated. The Controller cannot disallow costs for noncompliance for notices

which were never audited.

The audit report disallows 122 of the 886 notifications evaluated for three reasons:

REASON FOR DISALLOWANCE 2003-04
Elementary Schools (Daily Attendance)
Underage (less than 6 years) 15
Insufficient documentation 0

Less than 4 Absences 21
Total Disaliowed 36
Sample Size 148
Percentage Disallowance 24.32%

Secondary Schools (Period Attendance)

Overage (18 years plus) 2
Insufficient documentation 1

Less than 4 Absences

Total Disallowed 3
Sample Size 148
Percentage Disallowance 2.03%
E. Insufficient Documentation

2005-06 2005-06 Total

15 27 57

0 0 0

25 1 57
" 40 38 114

148 147

27.03% 25.85%

2 2 6

0 0 1

_ 1 1

2 3 8

148 148

1.35% 2.04%

The audit report disallows one of the notices in the audit sample for secondary

schools for lack of supporting documentation. This criterion was not discussed in the
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audit report for this finding. This is a documentation issue and the District response on
documentation standards is located in our response to Finding 1 above.

F. Age of Student

The audit report disallows 57 notices in the audit sample for the elementary school
for students that were less than six years of age and disallows six notices in the audit
sample for secondary schools for students that were older than eighteen years of age,
citing the compulsory attendance law, Education Code Section 48200." Section 48200

and Section 484007 establish the legal requirement for attendance for persons of the ages

! Education Code Section 48200, as last amended by Chapter 1452,
Statutes of 1987 requires:

Each person between the ages of 6 and 18 years not exempted under the
provisions of this chapter or Chapter 3 (commencing with Section 48400) is subject to
compulsory full-time education. Each person subject to compulsory full-time education
and each person subject to compulsory continuation education not exempted under the
provisions of Chapter 3 (commencing with Section 48400) shall attend the public full-
time day school or continuation school or classes and for the full time designated as the
length of the schoolday by the governing board of the school district in which the
residency of either the parent or legal guardian is located and each parent, guardian, or
other person having control or charge of the pupil shall send the pupil to the public full-
time day school or continuation school or classes and for the full time designated as the
length of the schoolday by the governing board of the school district in which the
residence of either the parent or legal guardian is located.

Unless otherwise provided for in this code, a pupil shall not be enrolled for less
than the minimum schoolday established by law.

2 Education Code Section 48400, as last reenacted by Chapter 1010,
Statutes of 1976 states:

All persons 16 years of age or older and under 18 years of age, not otherwise
exempted by this chapter, shall attend upon special continuation education classes
maintained by the governing board of the high school district in which they reside, or by
the governing board of a neighboring high school district, for not less than four 60-
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6 through 18 years of age, and an offense enforceable against parents who fail to send
their children to school. However, younger persons have the statutory entitlement to

attend kindergarten pursuant to Section 48000°, and first-grade pursuant to Section

minute hours per week for the regularly established annual school term. Such minimum
attendance requirement of four 60-minute hours per week may be satisfied by any
combination of attendance upon special continuation education classes and regional
occupational centers or programs.

8 Education Code Section 48000, as last amended by Chapter 381,
Statutes of 1991 states:

(a) A child shall be admitted to a kindergarten at the beginning of a school year,
or at any later time in the same year if the child will have his or her fifth birthday on or
before December 2 of that school year. A child who will have his or her fifth birthday on
or before December 2 may be admitted to the prekindergarten summer program
maintained by the school district for pupils who will be enrolling in kindergarten in
September.

(b) The governing board of any school district maintaining one or more
kindergartens may, on a case-by-case basis, admit to a kindergarten a child having
attained the age of five years at any time during the school year with the approval of the
parent or guardian, subject to the following conditions:

(1) The governing board determines that the admittance is in the best
interests of the child.

(2) The parent or guardian is given information regarding the advantages
and disadvantages and any other explanatory information about the effect of this
early admittance.
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48010* and Section 48011°, that cannot be denied by a school district. In addition, special
education students are statutorily entitled to educational services from ages 3 to 22 years

pursuant to Section 56026.°

4 Education Code Section 48010, as last amended by Chapter 1256,
Statutes of 1989 states

A child shall be admitted to the first grade of an elementary school during the
first month of a school year if the child will have his or her sixth birthday on or before
December 2nd of that school year. For good cause, the governing board of a school
district may permit a child of proper age to be admitted to a class after the first school
month of the school term.

° Education Code Section 48011, as last amended by Chapter 221,
Statutes of 1991 states:

A child who, consistent with Section 48000, has been admitted to the
kindergarten maintained by a private or a public school in California or any other state,
and who has completed one school year therein, shall be admitted to the first grade of
an elementary school unless the parent or guardian of the child and the school district
agree that the child may continue in kindergarten for not more than an additional school
year.

A child who has been lawfully admitted to a public school kindergarten or a
private school kindergarten in California and who is judged by the administration of the
school district, in accordance with rules and regulations adopted by the State Board of
Education, to be ready for first-grade work may be admitted to the first grade at the
discretion of the school administration of the district and with the consent of the child's
parent or guardian if the child is at least five years of age. When a child has been
legally enrolled in a public school of another district within or out of the state, he or she
may be admitted to school and placed in the grade of enroliment in the district of former
attendance, at the discretion of the school administration of the district entered.

6 Education Code Section 56026, added in 1980 and as last amended by
Chapter 56, Statutes of 2007 states:

"Individuals with exceptional needs" means those persons who satisfy all the
following:
(a) Identified by an individualized education program team as a child with a
disability, as that phrase is defined in Section 1401(3) (A) of Title 20 of the
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(b)

(c)

United States Code.

Their impairment, as described by subdivision (a), requires instruction and
services which cannot be provided with modification of the regular school
program in order to ensure that the individual is provided a free appropriate
public education pursuant to Section 1401(9) of Title 20 of the United States

Code.

Come within one of the following age categories:

Younger than three years of age and identified by the local educational
agency as requiring intensive special education and services, as defined
by the board.

Between the ages of three to five years, inclusive, and identified by the
local educational agency pursuant to Section 56441.11.

Between the ages of five and 18 years, inclusive.

Between the ages of 19 and 21 years, inclusive; enrolled in or eligible for
a program under this part or other special education program prior to his
or her 19th birthday; and has not yet completed his or her prescribed
course of study or who has not met proficiency standards or has not
graduated from high school with a regular high school diploma.

(1)

(2)

3)
(4)

(A)

(B)

(©)

Any person who becomes 22 years of age during the months of
January to June, inclusive, while participating in a program under
this part may continue his or her participation in the program for the
remainder of the current fiscal year, including any extended school
year program for individuals with exceptional needs established
pursuant to Section 3043 of Title 5 of the California Code of
Regulations and Section 300.106 of Title 34 of the Code of Federal
Regulations.

Any person otherwise eligible to participate in a program under this
part shall not be allowed to begin a new fiscal year in a program if
he or she becomes 22 years of age in July, August, or September
of that new fiscal year. However, if a person is in a year-round
school program and is completing his or her individualized
education program in a term that extends into the new fiscal year,
then the person may complete that term.

Any person who becomes 22 years of age during the months of
October, November, or December while participating in a program
under this act shall be terminated from the program on December
31 of the current fiscal year, unless the person would otherwise
complete his or her individualized education program at the end of
the current fiscal year. (D) No local educational agency may
develop an individualized education program that extends these
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The District is required by Section 460007 to record and keep attendance and
report absences of all students according to the regulations of the State Board of
Education for purposes of apportionment and general compliance with the compulsory
education law (Title 5, CCR, Section 4008, et seq.). The initial notification of truancy is a
product of the attendance accounting process and promotes compliance of the

compulsory education law and every pupil’s duty to attend school regularly (Title 5, CCR,

eligibility dates, and in no event may a pupil be required or allowed
to attend school under the provisions of this part beyond these
eligibility dates solely on the basis that the individual has not met
his or her goals or objectives.

(d)  Meet eligibility criteria set forth in regulations adopted by the board, including, but
not limited to, those adopted pursuant to Article 2.5 (commencing with Section
56333) of Chapter 4.

()  Unless disabled within the meaning of subdivisions (a) to (d), inclusive, pupils
whose educational needs are due primarily to limited English proficiency; a lack
of instruction in reading or mathematics; temporary physical disabilities; social
maladjustment; or environmental, cultural, or economic factors are not
individuals with exceptional needs.

7 Education Code Section 46000, as reenacted by Chapter 1010, Statutes
of 1976 states:

Attendance in all schools and classes shall be recorded and kept according to
regulations prescribed by the State Board of Education, subject to the provisions of this
chapter.

8 Title 5, California Code of Regulations, Section 400, states:

Records of attendance of every pupil in the public schools shall be kept for the

following purposes:
(A)  For apportionment of State funds.
(B)  Toinsure general compliance with the compulsory education law, and
performance by a pupil of his duty to attend school regularly as provided in
Section 300.
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Section 300°).

G. Number of absences required for the initial notification

The audit report disallows 57 notices in the audit sample for the elementary school
and disallows one notice in the audit sample for secondary schools because the District
was unable to document that the pupils had accumulated the required number of
unexcused absences or tardies necessary to be classified as truant under the mandated
program. Education Code Section 48260, as recodified by Chapter 1010, Statutes of
1976, required a pupil to be classified as truant “who is absent from school without valid
excuse more than three days or tardy in excess of 30 minutes on each of more than three
days in one school year.” The original parameters and guidelines were based on this
definition of a truant, that is, a pupil with more than three unexcused absences or tardy for
more than three periods. Education Code Section 48260, as amended by Chapter 1023,
Statutes of 1994, and Chapter 19, Statutes of 1995, requires a pupil to be classified as
truant “who is absent from school without valid excuse three full days in one school year

or tardy or absent for more than any 30-minute period during the schoolday.” The

parameters and guidelines were amended January 31, 2008, to incorporate the change in

the Education Code definition of a truant with retroactive effect to FY 2006-07. Thus, until

9 Title 5, California Code of Regulations, Section 300, states:

Every pupil shall attend school punctually and regularly; conform to the
regulations of the school; obey promptly all the directions of his teacher and others in
authority; observe good order and propriety of deportment; be diligent in study;
respectful to his teacher and others in authority; kind and courteous to schoolmates;
and refrain entirely from the use of profane and vulgar language.
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FY 2006-07, the parameters and guidelines required at least four unexcused absences for
the pupil to be claésified as a reimbursable truant, while Education Code Section 48260
required only three unexcused absences beginning in 1995. The audit report concludes
that since the effective date of the amended parameters and guidelines is July 1, 2006, in
order to be reimbursed, the student must accumulate a fourth absence or tardy to claim
reimbursement for fiscal years prior to FY 2006-07.

The parameters and guidelines specifically reference that the source of the
definition of a truant is Section 48260. Therefore, any amendment of Section 48260 would
independently and unilaterally change the essential requirements for the initial notice of
truancy without the need for an amendment by the Commission on State Mandates. The
Controller has decided to enforce the definition of a truant as it was stated in the
parameters and guidelines prior to the amendment, even though it contradicts a statute in
effect during the audit period. In a July 17, 2007, letter (Exhibit “F”) sent to all school
districts, the Controller states that his “auditors have been forced to disregard the statute
[Education Code 48260] declaring that parental notifications should occur at three
absences.” As a matter of law, it is unclear how the Controller can disregard the
Education Code, or how the Controller was compelied to do so. Further, the audit report
asserts that “school districts are responsible for identifying state-mandated costs and filing
test claims for reimbursement of those costs,” and that “[t]his district, and all other
California schools districts, failed to file a test claim in response to” the revised Section

48260 definition of an initial truancy. As a matter of law, a new test claim was not neéded.
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The parameters and guidelines were later amended at the Controller’s request to
accomplish the needed changes. Why the Controller did not act sooner, as early as 1995
when the law changed, is not indicated in the audit report.

The District properly complied with state law when it issued truancy notifications
after three absences, rather than waiting for a fourth absence as required by the
parameters and guidelines. Those sampled notifications with at least three absences or
tardies are reimbursable. The Controller’s disallowance of those notices is without legal
authority.

Finding3 Noncompliant initial truancy notifications

The audit report disallows all $226,423 of the claimed costs for FY 2006-07
because the auditor concluded that the notifications did not comply with the parameters
and guidelines as to content because element six (the reference to Section 48264 arrest
of minors) of the eight notice elements was not included in the District's written initial
notification of truancy. This adjustment does not involve an extrapolation of the statistical
sample, instead, all claimed notices are disallowed based on the content of the form letter.

Education Code Section 48260.5, as added by Chapter 498, Statutes of 1983, at
subdivision (a), requires the school district to “notify the pupil's parent or guardian, by
first-class mail or other reasonable means” that
- (1)  the pupil is truant,

- (2)  the parent or guardian is obligated to compel the attendance of the pupil at

school, and,
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(3) parents or guardians who fail to meet this obligation may be guilty of an
infraction and subject to prosecution.

Subdivision (b) requires the district to inform the parents or guardians about:

(1) alternative educational programs available in the district, and,

(2) their right to meet with appropriate school personnel to discuss solutions to

the pupil's truancy.

Until amended on January 31, 2008, the content of the parent notices specified in the

parameters and guidelines are the five elements in the 1993 version of Section 48260.5.

Education Code Section 48260.5, as amended by Chapter 1023, Statutes of 1994,

eliminated the previous method of notice distinction between subdivisions (a) and (b), and

added three more elements:

- (6)  that the pupil may be subject to prosecution under Section 48264,

- (7)  that the pupil may be subject to suspension, restriction, or delay of
the pupil's driving privilege pursuant to Section 13202.7 of the Vehicle
Code, and,

- (8)  that it is recommended that the parent or guardian accompany the

pupil to school and attend classes with the pupil for one day.

The audit report considers the absence of element 6 from the written form letter

complete noncompliance with the mandate. This is the wrong standard. Section 48260.5

does not require any or all of the elements to be included in one written notice, or even a

written notice, even though the mandate is reimbursed on the number of notices
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distributed. Section 48250.5 allows for notice either by mail or “other reasonable means.”
The audit did not determine that the District did not complete the mandated notice
requirement by making the element 6 notice by other reasonable means, such as on the
District’'s web page, the annual parent notification mailed at the beginning of the school
year, or letters or other communication from the pupil personnel services department after
the absences commenced.

Since the parameters and guidelines were amended on January 31, 2008,
claimants could not have been on notice of the retroactive effect to FY 2006-07 until the
amended parameters and guidelines were ’adopted and included in the next update of the
claiming instructions for this program, which was after FY 2006-07. The audit report
states that districts have been on notice of the statutory obligation since the adoption of
Chapter 1023, Statutes of 1994, and were thus compelled to comply, and that 2008
amendment to the parameters and guidelines “simply aligns” the guidelines with the
Education Code. This is a strange excuse, since this is the exact opposite of the
Controller’s position in Finding 2 regarding the effective date of the change and implied
notice to claimants of the number of truancies required to trigger the initial notification of
truancy.

The District’s initial notification of truancy more than substantially complies with
Education Code Section 48260.5. The notice provides a summary of the code section,
but does not specifically cite Section 48264. Section 48264, which states that truants are

subject to arrest, has been state law in some form since 1903. It permits discretionary
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noncriminal custody arrests during school hours of students away from home and not in

school. A Section 48264 detention does not depend on the occurrence or documentation

of either three or four or more absences or tardies and thus a Section 48260.5 notice is

not a condition precedent to the enforcement of Section 48264. The student is subject to

this penalty at any time, before and after the Section 48260.5 notice, so the lack of citation

of Section 48264 in the initial notification of truancy is substantively insignificant. The

adjustment should be rescinded as unnecessary and punitive.

Amount Paid by The State

This issue was not an audit finding. The amount of payments received from the

state is an integral part of the reimbursement calculation. The Controller changed some

of the claimed payment amounts received without a finding in the audit report.

Amount Paid by the State 2003-04
As Claimed $ 0
Audit Report $244,101

Fiscal Year of Claim

2004-05 2005-06 2006-07

$ 0 $ 0 $ 0

$272,234 % 0 $ 46,437

The propriety of these adjustments cannot be determined until the Controller supports the

reason for each change.
/

/
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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 498, Statutes of 1983, Notification
of Truancy, and relevant Education Code Sections, 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 XIlIB, 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 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 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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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.
Executed on October 55~ 2010, at Riverside, California, by

Michael H. Fine, Deputy Superintendent
Business Services & Governmental Relations
Riverside Unified School District

6050 Industrial Avenue

Riverside, CA 92504

Voice: 951-352-6729 x 82001
Fax: 951-778-5713
E-Mail; mfine@rusd.k12.ca.us

APPOINTMENT OF REPRESENTATIVE

Riverside Unified School District appoints Keith B. Petersen, SixTen and
Associates, as its representative for this incorrect reduction claim.

77 o 7 Ao 1l foo

Michael H. Fine, Deputy Superintendent Date
Business Services & Governmental Relations
Riverside Unified School District

Attachments:

Exhibit “A” Controller’s Payment Letters and Account Statements (various
dates)

Exhibit “B” Parameters and Guidelines as amended July 22, 1993

Exhibit “C” Controller's Claiming Instructions revised October 1996

Exhibit “D” Controller’'s Audit Report dated February 5, 2010

Exhibit “E” “Statistical Sampling Revisited” by Neal B. Hitzig

Exhibit “F” Controller’s letter dated July 17, 2007

Exhibit “G” Annual reimbursement claims
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FEBRUARY 25, 2010

BOARD OF TRUSTEES

RIVERSIDE UNIFIED SCHOOL DIST
RIVERSIDE COUNTY

6050 INDUSTRIAI AVENUE
RIVERSIDE CA 92504

DEAR CLAIMANT:

RE: NOTICE OF TRUANCY CH 498/83
WE HAVE REVIEWED YOUR 2003/2004 FISCAL YEAR REIMBURSEMENT CLAIM FOR
THE MANDATED COST PROGRAM REFERENCED ABOVE. THE RESULTS OF OUR
REVIEW ARE AS FOLLOWS:

AMOUNT CLAIMED 245,101.00
TOTAL ADJUSTMENTS (DETAILS BELOW) - 34,358.00
TOTAL PRIOR PAYMENTS (DETAILS BELOW) -244,101.00
AMOUNT DUE STATE S 33,358.00
R - fﬁ/
Date: 08/31/2010 Time: 02:44:37 PM [/%
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PLEASE REMIT A WARRANT IN THE AMOUNT OF $ 33,358.00 WITHIN 30
DAYS FROM THE DATE OF THIS LETTER, PAYABLE TO THE STATE CONTROLLER'S
OFFICE, DIVISION OF ACCOUNTING AND REPORTING, P.O. BOX 942850,
SACRAMENTO, CA 94250-5875 WITH A COPY OF THIS LETTER. FAILURE TO
REMIT THE AMOUNT DUE WILL RESULT IN OUR OFFICE PROCEEDING TO OFFSET
THE AMOUNT FROM THE NEXT PAYMENTS DUE TO YOUR AGENCY FOR STATE
MANDATED COST PROGRAMS.
IF YOU HAVE ANY QUESTIONS, PLEASE CONTACT TIFFANY HOANG
AT (916) 323-1127 OR IN WRITING AT THE ABOVE ADDRESS.
ADJUSTMENT TO CLAIM:
LATE CLAIM PENALTY - 1,000.00
FIELD AUDIT FINDINGS , - 33,358.00\//
TOTAL ADJUSTMENTS - 34,358.00
PRIOR PAYMENTS: '
SCHEDULE NO. MA62121A
PATID 09-12-2006 0.00
TOTAL PRIOR PAYMENTS -244,101.00
Date: 08/31/2010 Time: 02:44:59 PM
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2010/02/27

FEBRUARY 27, 2010

BOARD OF TRUSTEES )
RIVERSIDE UNIFIED SCHOOL DIST
RIVERSIDE COUNTY

6050 INDUSTRIAL AVENUE
RIVERSIDE CA 92504

DEAR CLATIMANT:

RE: NOTICE OF TRUANCY CH 498/83
WE HAVE REVIEWED YOUR 2004/2005 FISCAL YEAR REIMBURSEMENT CLAIM FOR
THE MANDATED COST PROGRAM REFERENCED ABOVE. THE RESULTS OF OUR
REVIEW ARE AS FOLLOWS:

AMOUNT CLAIMED 273,234.00
TOTAL ADJUSTMENTS (DETAILS BELOW) - 39,595.00
TOTAL PRIOR PAYMENTS (DETAILS BELOW) -272,234.00
AMOUNT DUE STATE S 38,599.00

et
I
[

T

, S
Date: 08/31/2010 Time: 02:36:36 PM 0
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PLEASE REMIT A WARRANT IN THE AMOUNT OF §$ ‘ 38,599.00 WITHIN 30
DAYS FROM THE DATE OF THIS LETTER, PAYABLE TO THE STATE CONTROLLER'S
OFFICE, DIVISION OF ACCOUNTING AND REPORTING, P.O. BOX 942850,
SACRAMENTO, CA 94250-5875 WITH A COPY OF THIS LETTER. FAILURE TO’
REMIT THE AMOUNT DUE WILL RESULT IN OUR OFFICE PROCEEDING TO OFFSET
THE AMOUNT FROM THE NEXT PAYMENTS DUE TO YOUR AGENCY FOR STATE
MANDATED COST PROGRAMS.
IF YOU HAVE ANY QUESTIONS, PLEASE CONTACT TIFFANY HOANG
AT (916) 323-1127 OR IN WRITING AT THE ABOVE ADDRESS.
ADJUSTMENT TO CLAIM:
LATE CLAIM PENALTY - 1,000.00
FIELD AUDIT FINDINGS - 38,599.00 u/
TOTAL ADJUSTMENTS - 39,599.00
PRIOR PAYMENTS:
SCHEDULE NO. MA62101Z
PATD 03-14-2007 0.00
TOTAL PRIOR PAYMENTS -272,234.00
Date: 08/31/2010 Time: 02:36:55 PM
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JUNE 19, 2010
BOARD OF TRUSTEES

RIVERSIDE UNIFIED SCHOOL DIST
RIVERSIDE COUNTY '

6050 INDUSTRIAL AVENUE
RIVERSIDE CA 92504

DEAR CLAIMANT:

RE: NOTICE OF TRUANCY CH 498/83
WE HAVE REVIEWED YOUR 2005/2006 FISCAL YEAR REIMBURSEMENT CLAIM FOR
THE MANDATED COST PROGRAM REFERENCED ABOVE. THE RESULTS OF OUR
REVIEW ARE AS FOLLOWS:

AMOUNT CLATMED 243,123.00
ADJUSTMENT TO CLATM:
FIELD AUDIT FINDINGS - 27,708.00 /
27,708.00

TOTAL ADJUSTMENTS -

Date: 08/31/2010 Time: 02:40:07 PM
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AMOUNT DUE CLAIMANT

IF YOU HAVE ANY QUESTIONS, PLEASE CONTACT KIM NGUYEN

AT (916) 324-7876 OR IN WRITING AT THE STATE CONTROLLER'S OFFICE,
DIVISION OF ACCOUNTING AND REPORTING, P.O. BOX 942850, SACRAMENTO,
CA 94250-5875. DUE TO INSUFFICIENT APPROPRIATION, THE BALANCE DUE
WILL BE FORTHCOMING WHEN ADDITIONAL FUNDS ARE MADE AVAILABLE.

Date: 08/31/2010 Time: 02:41:40 PM




JOHN CHIANG

Quliforpta StateController

March 01, 2010

Lewis j. Vanderzyl, President
Board of Education

Riverside Unified School District
3380 14" Street

Riverside, CA 92501

Re: Notification of Truancy Program, Ch. 498/83

Dear Mr. Vanderzyl:

We have reviewed your 2006/2007 fiscal year reimbursement claim for the mandated cost
program referenced above. The results of our review are as follows:

Claimed Amount : $226,423.00
Less:

Adjustment to Claim: Field Audit Findings dated February 5, 2010 (226,423.00)

Prior Payments:

Schedule Reference Nos.: MAG62197E (paid 03/12/2007) (46,437.00)
Amount Due To State ' $ (46,437.00)

The overpayment amount of $46,437.00 will be offset from future mandate payments. However,
you may remit a warrant payable to the State Controller's Office, Division of Accounting and
Reporting, P.O. Box 942850, Sacramento, CA 94250-5875 with a copy of this letter. If you have
any questions, please contact Tiffany Hoang, Fiscal Analyst, at (916) 323-1127.

er/é__/
LS

Sincerely,

GINNY BRUMME
- Manager

GLB:th

MAILING ADDRESS - P.O. Box 942850, Sacramento, CA 94250

OCJ\:\
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PETE WILSON, Governor
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STATE OF CALIFORNIA

COMMISSION ON STATE MANDATES

(}_4.14 K Street, Suite 315
{ RAMENTO, CA 95814

{5~ 323-3562

]

|~

~t

July 22, 1993

Mr. Keith B. Petersen
Legislative Financial Specialist
San Diego Unified School District
4100 Normal Street

San Diego, California 92103-2682

Re: Chapter 458, statutes of 1983,
Education Code section 48915(a)
Expulsion Reports
and
Chapter 498, Statutes of 1983,
Education Code section 48260.5
Notification of Truancy

Dear Mr. Petersen:

Parameters and guidelines for the above-entitled mandated
programs were adopted by the Commission on State Mandates at its

'"> July 22, 1993, hearing.

If you have any questions, please contact me. Thank you for your
assistance in this process. :

Sincerely,

ﬁrfilés'
ELLEN L. CONNOR

Program Analyst

g:\pg\not_exp.dec
Encl: Adopted Parameters and Guidelines

cc w/enc :Mr. Jim Apps, Department of Finance
Mr. John Korach, State Controller’s Office
Ms. Gaye Welch-Brown, State Controller’s Office
Mr. Floyd Shimomura, Attorney General’s Office
Ms. Carol Miller, Education Mandated Cost Network

43




G:\PG\NOT1.PG
Adopted: 8/27/87

Amended: 7/28/88

IT.

) Amended: 7/22/93

PARAMETERS AND GUIDELINES
Chapter 498, Statutes of 1983
=ducation Code Section 48260.5

Notification of Truancy

SUMMARY OF MANDATE

Chapter 498, Statutes of 1983, added Education Code

Section 48260.5 which requires school districts, upon a
pupil’s initial classification as a truant, to notify the
pupil’s parent or guardian by first-class mail or other
reasonable means of (1) the pupil’s truancy; (2) that the
parent or guardian is obligated to compel the attendance of
the pupil at school; and (3) that parents or guardians who
fail to meet this obligation may be guilty of an infraction
and subject to prosecution pursuant to Article 6 (commencing
with section 48290) of Chapter 2 of Part 27.

Additionally, the district must inform parents and guardians
of (1) alternative educational programs available in the
district, and (2) the right to meet with appropriate school
personnel to discuss scolutions to the pupil’s truancy.

A truancy occurs when a student is absent from school
without valid excuse more than three (3) days or is tardy in
excess of thirty (30) minutes on each of more than three (3)
days in one school year. (Definition from Education Code

Section 48260.)

A student shall be initially classified as truant upon the
fourth unexcused absence, and the school must at that time
perform the requirements mandated in Education Code

Section 48260.5 as enacted by Chapter 498, Statutes of 1983.

BOARD OF CONT=ROL DECISION

On Novembsr 25, 1984, the State Board of Control determined

that Education Code Section 48260.5, as added by

Chapter 453, Statutes of 1583, constitutes a state mandated

program because it requires an increased level of service by
requiring specified notifications be sent to the parents or

guardians of pupils upon initial classification of truancy.
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ELIGIBLE CLATMANTS

The claimants are all school districts and county offices of
education of the state of California, except a community
college district, as defined by Government Code

Section 17519 (formerly Revenue and Taxation Code 2208.5),
that incur increased costs as a result of implementing the
program activities of Education Code Section 48260.5,

Chapter 498, Statutes of 1983.

PERIOD OF REIMBURSEMENT

Chapter 498, Statutes of 1983, became effective July 28,
1983. Sectlon 17557 of the Government Code provides that a
test claim must be submitted on or before December 31
following a given fiscal year to establish eligibility for
that fiscal year. The test claim for Education Code Section
48260.5, Chapter 498, Statutes of 1983, was initially filed
on August 25, 1984, therefore the relmbursable costs to the
school districts are all such permitted costs incurred on or

after July 28, 1983.

REIMBURSABLE COSTS

A. Scope of Mandate

The eligible ciaimant shall be reimbursed for only those
costs incurred for planning the notification process,

revising district procedures, the printing and distribution
of notification forms, and associated record keeping.

B. Reimbursable Activities

For each eligible school district the direct and indirect
costs of labor, supplies, and services incurred for the
following mandated program activities are reimbursable:
1. Planning and Preparation —-- One-time

Planning the method of implementation, revising school
district policies, and designing and printing the forms.

2. Notification process -- On-going
Identifying the truant pupils to receive the notification,

preparing and distributing by mail or other method the forms
to parents/guardians, and associated recordkeeping.
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C. Uniform Cost Allowance
pursuant to Government Code section 17557, the Commission on
State Mandates has adopted a uniform cost allowance for
reimbursement in lieu of payment of total actual costs
incurred. The uniform cost allowance is based on the number
of initial notifications of truancy distributed pursuant to
Education Code Section 48260.5, Chapter 498, Statutes of
1983.

For fiscal year 1992-93, the uniform cost allowance .is
$10.21 per initial notification of truancy distributed. The
cost allowance shall be adjusted each subsequent year by the
Implicit Price Deflator. ’

D. Unique Costs

School districts incurring unique costs within the scope of
the reimbursable mandated activities may submit a reguest to
amend the parameters and guidelines to the Commission for
the unigque costs to be approved for reimbursement. Pursuant
to Section 1185.3, Title 2, California Code of Regulations,
such requests must be made by November 30 immediately
following the fiscal year of the reimbursement claim in
which reimbursement for the costs is reguested.

CLAIM PREPARATION

Each claim for reimbursement pursuant to Education Code
Section 48260.5, Chapter 498, Statutes of 1983, must be
timely filed and provide documentation in support of the
reimbursement claimed for this mandated program.

A. Uniform cost Allowance Reimbursement

Report the number of initial notifications of truancy
distributed during the year. Do not include in that count
the number of notifications or other contacts which may
result from the initial notification to the parent or

guardian.
B.  Recognized Unigue Costs

As of fiscal year 1992-93, the Commission has not identified
any circumstances which would cause a school district to
incur additional costs to implement this mandate which have
not alréady been incorporated in the uniform cost allowance.

If and when the Commission recognizes any unique

circumstances which can cause the school district to incur
additional reasonable costs to implement this mandated
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4

program, these unigue implementation costs will be
reimbursed for specified fiscal years in addition to the
uniform cost allowance.

School districts which incur these récognized unigue costs
will be required to support those actual costs in the
following manner:

1. Narrative Statement of Unique Costs Incurred

Provide a detailed written explanation of the costs
associated with the unigue circumstances recognized by the
Commission.

2. Employee Salaries and Benefits

Tdentify the employee(s) and their job classification,
describe the mandated functions performed, and spec1fy the
actual number of hours devoted to each function, the
productive hourly rate, and the related benefits. The staff
time claimed must be suonorped by source documentation, such
as time reports, however, the average number of hours
devoted to each function may be claimed if supported by a
documented time study.

3. Services and Supplies

only expenditures which can be identified as a direct cost
as a result of the mandated program can be claimed. List
cost of materials which have been consumed or expended
specifically for the purposes of this mandated program.

4. Allowable Overhead Costs

School districts must use the J-380 (or subsequent
replacement) non-restrictive indirect cost rate
provisionally approved by the California Department of
Education. County offices of education must use the J-73A
(or subsequent replacemsnt) non-restrictive indirect cost
rate provisionally approved by the State Department of
Education.

SUPPORTING DATA

For auditing purposess, documents must be kept on file for a
period of 3 years from the date of final payment by the
State Controller, unless otherwise specified by statute and
be made available at the reguest of the State Controller or
his agent.
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VIII.

A. Uniform Allowance Reimburse:
Documentation which indicates the total number of initial
notifications of truancy distributed.

B. Reimbursement of Unique Costs

In addition to maintaining the same documentation as
required for uniform cost allowance reimbursement, all costs
claimed must be traceable to source documents and/or
worksheets that show evidence of the validity of such costs.

OFFSETTING SAVINGS AND OTHER REIMBURSEMENT

Any offsetting savings the claimants experience as a direct
result of this statute must be deducted from the uniform
cost allowance and actual cost reimbursement for unigue
circumstances claimed. 1In addition, reimbursement for this
mandated program received from any source, e.g., federal,
state, etc., shall be identified and deducted from this

claim.

- REQUIRED CERTIFICATION

An authorized representative of the claimant will be
required to provide a certification of claim, as specified
in the State Controller’s claiming instructions, for those
costs mandated by the state contained herein.
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State Controller's Office School Mandated Cost Manual

NOTIFICATION OF TRUANCY

1. Summary of Chapter 498/83

Education Code § 48260.5, as added by Chapter 498, Statutes of 1983, requires that school
districts, upon a pupil's initial classification as a truant, notify the pupil's parent or guardian by
first-class mail or other reasonable means, of the pupil's truancy, that the parent or guardian is
obligated to compel the attendance of the pupil at school and that the parent or guardian who fails
to meet this obligation may be guilty of an infraction and subject to prosecution pursuant to Article

6 (commencing with § 48290) of Chapter 2 of Part 27.

Additionally, the district must inform parents and guardians of alternative educational programs
available in the district, and the right to meet with appropriate school personnel to discuss

solutions to the pupil's truancy.

(1) Truancy occurs when a student is absent from school without valid excuse more than three (3) days
or is tardy in excess of thirty (30) minutes on each of more than three (3) days in one school year.

(Definition from Education Code § 48260).

(2) A student shall be classified as truant upon the fourth unexcusedabsence, and the school must at that
time perform the requirements mandated in Education Code 48260.5 as enacted by Chapter 498,

Statutes of 1983.

"On November 29, 1984, the Commission on State Mandates determined that Chapter 498, Statutes
of 1983, resulted in state mandated costs which are reimbursable pursuant to Part 7 (commencing

with Government Code § 17500) of Division 4 of Title 2.

2. Eligible Claimants

Any school district (K-12) or county office of education that incurs increased costs as a
result of this mandate is eligible to claim reimbursement of these costs.

3. Appropriations

Claims may only be filed with the State Controller's Office for programs that have been
funded in the state budget, the State Mandates Claims Fund, or in special legislation. To
determine if this program is funded in subsequent fiscal years, refer to the schedule
"Appropriation for State Mandated Cost Programs" in the "Annual Claiming Instructions for
State Mandated Costs" issued in September of each year to county superintendents of

schools and superintendents of schools.

4. Types of Claims
A. Reimbursement and Estimated Claims

A claimant may file a reimbursement 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.

B. Minimum Claim

Government Code § 17564(a), provides that no claim shall be filed pursuant to Government Code
§ 17561 unless such a claim exceeds $200 per program per fiscal year. However, any county
superintendent of schools, as fiscal agent for the school district, may submit a combined claim in
excess of $200 on behalf of one or more districts within the county even if the individual district's
claim does not exceed $200. A combined claim must show, the individual costs for each district.

Chapter 498/83, Page 1 of 3Revised 10/96
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School Mandated Cost Manual

State Controller's Office

Once a combined claim is filed, all subsequent years relating to the same mandate must be filed
in a combined form. The county receives the reimbursement payment and is responsible for
disbursing funds to each participating district. A district may withdraw from the combined claim
form by providing a written notice to the county superintendent of schools and the State
Controller's Office of its intent to file a separate claim at least 180 days prior to the deadline for

filing the claim.

5. Filing Deadline

Refer to the item, "Reimbursable State Mandated Cost Programs", contained in the annual cover
letter for mandated cost programs issued annually in September, which identifies the fiscal years for
which claims may be filed. If an "x" is shown for the program listed under "18__/__Reimbursement
Claim", and/or "19__/__Estimated Claim”, claims may be filed as follows:

(1)

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. If the district fails to file a reimbursement claim,
monies recsived for the estimated claim must be returned to the State. If no estimated claim was
filed, the agency may file a reimbursement claim detailing the actual costs incurred for the fiscal
year, provided there was an appropriation for the program for that fiscal year. For information
regarding appropriations for reimbursement claims, refer to the "Appropriation for State Mandated
Cost Programs" in the previous fiscal year's annual claiming instructions.

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 on a unit cost basis for an initial notice to the parents or guardian
regarding the pupil's truancy. For the 1995/96 fiscal year the unit rate is $10.97 per initial notice. The
unit rate is adjusted annually by the changes in the implicit price deflator and covers all direct and
indirect costs of the following on-going activities:

A

B.
C.
D.

Identifying the Truant Pupil
Notification to Parent or Guardian
Printing Additional Forms
Recordkeeping

7. Reimbursement Limitations

This program does not provide reimbursement for activities related to resolving truancy problems

A
(i.e., referrals to attendance review board, meetings with parent or guardian to discuss the pupil's
truancy problems and/or discuss alternative educational programs, etc.).

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

Revised 10/96 Chapter 498/83, Page 2 of 3
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School Mandated Cost Manual

For audit purposes, all supporting documents must be retained. for a period of two years after the end
of the calendar year in which the reimbursement claim was filed or last amended, whichever is later.
Such documents shall be made available to the State Controller's Office on request.

Form NOT-1, Claim Summary

This form is used to compute the amount of claimable costs based on the number of reports
forwarded to the governing board with the recommendation not to expel the student. The claimant
must give the number of truant notifications. The cost data on this form is carried forward to form

FAM-27.
Form FAM-27, Claim for Payment

Form FAM-27 contains a certification that must be signed by an authorized representative of the
district. All applicable information from form NOT-1 must be carried forward to this form for the State

Controller's Office to process the claim for payment.

Chapter 498/83,

Page 3 of 3Revised 10/96
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School Mandated Cost Manual

CLAIM FOR PAYMENT
Pursuant to Government Code Section 17561

NOTIFICATION OF TRUANCY

(19) Program Number 00048
(20) Date Filed ___/___ [

() LRStnput __ [/

(01) Claimant Identification Number

Reimbursement Claim Data

L
g‘ {02) Claimant Name
(22) NOT-1, (03)

E Counly of Locaion @)
: Streel Address or P.O. Box Suile (24)
\2\ Citv State Zip Code j (25)
Type of Claim Estimated Claim Reimbursement Claim | (26)
(03) Estimated [] |w©9) Reimbursement [ |@n
{04) Combined (] |10 Combined ] | s
(05) Amended [ |¢ty Amended [ e
Fiscal Year of Cost sy 20 /20 (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 Received (15) (33)
Net Claimed Amount (16) (34)
) Due to Claimant (08) (17 (35)
- Due to State (18) (36)

(37) CERTIFICATION OF CLAIM

498, Statutes of 1983.

In accordance with the provisions of Government Code § 17561, 1 certify that | am the officer authorized by the local agency to file claims
with the State of California for costs mandated by Chapter 498, Statutes of 1983, 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 existing program mandated by Chapter

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 498, Statutes of 1983, set forth on the attached statements.

Signature of Authorized Officer Date
Type or Print Name Title
(38) Name of Contact Person for Claim
Telephone Number ) - Ext.

E-Mail Address

Form FAM-27 (Revised 9/01)

R

53

Chapter 49%/8%




State Controller's Office School Mandated Cost Manual

NOTIFICATION OF TRUANCY FORM
Certification Claim Form FAM-27

Instructions

(01) Leave blank.

(02) A set of mailing labels with the claimant's 1.D. number and address was enclosed with the letter regarding the c!aimiqg
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
iterns, except county of location and a person's name. If you did not receive labels, print or type your agency's mailing address.

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

(04) If filing an original estimated claim on behalf of districts within the county, enter an "X" in the box on line (04) Combined.

(05) If filing an amended or combined claim, enter an X" in the box on line (05) Amended. Leave boxes (03) and (04) blank.

(08) Enter the fiscal year in which costs are to be incurred.

(07) Enter the amount of estimated claim. If the estimate exceeds the previous year's actual costs by more than 10%, complete form
NOT-1 and enter the amount from line (08).

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

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

(10) If filing an original reimbursement claim on behalf of districts within the county, enter an "X" in the box on fine (10) Combined.

(11) 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.

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

(13) Enter the amount of reimbursement claim from form NOT-1, line (08).

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

(15) 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. .

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

(17) If line (16) Net Claimed Amount is positive, enter that amount on line (17) Due from State.

(18) If line (16) Net Claimed Amount is negative, enter that amount in line (18) Due to State.

(19) to (21) Leave blank.

(22) to (36) Reimbursement Claim Data. Bring forward the cost information as specified on the left-hand column of lines (22) through (36) for
the reimbursement claim, e.g., NOT-1, (03), means the information is located on form NOT-1, line (3). Enter the information on
the same line but in the right-hand column. Cost information should be rounded to the nearest dollar, i.e., no cents. Indirect costs
percentage should be shown as a whole number and without the percent symbol, i.e., 7.548% should be shown as 8.
Completion of this data block will expedite the payment process.

(37) Read the statement "Certification of Glaim.” If it is true, the claim must be dated, signed by the agency's authorized officer, and
must include the person's name and title, typed or printed. Claims cannot be paid unless accompanied by a signed
certification.

(38) Enter the name, telephone number, and e-mail address of the person to 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 Reimbursements Section
Division of Accounting and Reporting Division of Accaunting and Reporting
P.O. Box 942850 3301 C Street, Suite 500
Sacramento, CA 94250 Sacramento, CA 95816
Form FAM-27 (Revised 9/01) Chapter 498/83
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MANDATED COSTS EORM
NOTIFICATION OF TRUANCY NOT-1
CLAIM SUMMARY
(01) Claimant . (02) Type of Claim Fiscal Year
Reimbursement [
Estimated ] 20__/720__

Claim Statistics

(03) Number of truant notifications

Cost e

(04) Unit Cost per an initial truancy notification

[$12.73 for the 2000-01 fiscal year]

(05) Total Costs

[Line (03) x line (04)]

Cost Reduction )

(06) Less: Offsetting Savings

(07) Less: Other Reimbursements

(08) Total Claimed Amount

[Line (05) - {line (06) + line (07)}}

Revised 9/01
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NOTIFICATION OF TRUANCY FORM
CLAIM SUMMARY NOT-1
Instructions

(05)

(08)

(07)

(08)

Enter the namerof the claimant.

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

Form NOT-1 must filed for a reimbursement claim. Do not complete form NOT-1 if you are filing an
estimated claim and the estimate does not exceed the previous fiscal year's actual costs by more than
10%. 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%, form NOT-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.

Number of truant notifications. Enter the number of initial notifications sent upon the student's fourth
unexcused absence to inform the parent or guardian of their child's absence from school without a valid
excuse or is tardy in excess of thirty (30) minutes for more than three days in one school year.

Unit cost rate for the 2000-01 fiscal year is $12.73 per initial notification. This cost rate will be updated
yearly and listed in the annual updates to claiming instructions mailed to school districts in September.

Total Costs. Multiply line (03) by the unit cost rate, line (04).

Less: Offsetting Savings. If applicable, enter the total savings experienced by the claimant as a direct
result of this mandate. Submit a detailed schedule of savings with the claim.’

Less: Other Reimbursements. If applicable, enter the amount of other reimbursements received from
any source (i.e., service fees collected, federal funds, other state funds etc.,) which reimbursed any
portion of the mandated program. Submit a detailed schedule of the reimbursement sources and
amounts.

Total Claimed Amount. Subtract the sum of Offsetting Savings, line (06), and Other Reimbursements,
line (07), from Total Costs, line (05). Enter the remainder of this line and carry the amount forward to
form FAM-27, line (07) for the Estimated Claim or line (13) for the Reimbursement Claim.

Revised 9/01 Chapter 498/83
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JOHN CHIANG
Taltfornta State Qontroller

February 5, 2010

Lewis J. Vanderzyl, President
Board of Education

Riverside Unified School District
3380 14™ Street

Riverside, CA 92501

Dear Mr. Vanderzyl:

The State Controller’s Office audited the costs claimed by the Riverside Unified School District
for the legislatively mandated Notification of Truancy Program (Chapter 498, Statutes of 1983)
for the period of July 1, 2003, through June 30, 2007.

The district claimed $985,881 ($987,881 less a $2,000 penalty for filing late claims) for the
mandated program. Our audit disclosed that $659,793 is allowable and $326,088 is unallowable.
The costs are unallowable because the district claimed unsupported and ineligible notification of
truancy cases. The State paid the district $562,772. Allowable costs claimed exceed the amount
paid by $97,021.

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 the CSM’s
Web site 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:vb
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Lewis J. Vanderzyl | -2- February 5, 2010

cc: Richard L. Miller, Ph.D., Superintendent
Riverside Unified School District
Michael H. Fine, Deputy Superintendent
Business Services and Governmental Relations
Riverside Unified School District '
William E. Hendrick, Ph.D., Director of Pupil Services
Riverside Umﬁed School District
Annette Alvarez, Fiscal Services Manager
Riverside Unified School District
Kenneth M. Young, Riverside County Superintendent of Schools
Riverside County Office of Education :
Scott Hannan, Director
School Fiscal Services Division
California Department of Education
Carol Bingham, Director
Fiscal Policy Division
California Department of Education
Thomas Todd, Principal Program Budget Analyst
Education Systems Unit
Department of Finance
Ginny Brummels, Section Manager
Division of Accounting and Reporting
State Controller’s Office
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Riverside Unified School District

Notification of Truancy Program

Audit Report

Summary

- Background

The State Controller’s Office (SCO) audited the costs claimed by the
Riverside Unified School District for the legislatively mandated
Notification of Truancy Program (Chapter 498, Statutes of 1983) for the
period of July 1, 2003, through June 30, 2007.

The district claimed $985,881 ($987,881 less a $2,000 penalty for filing
late claims) for the mandated program. Our audit disclosed that $659,793
is allowable and $326,088 is unallowable. The costs are unallowable
because the district claimed unsupported and ineligible notification of
truancy cases. The State paid the district $562,772. Allowable costs
claimed exceed the amount paid by $97,021.

Education Code section 48260.5 (added by Chapter 498, Statutes of
1983) originally required school districts, upon a pupil’s initial
classification as a truant, to notify the pupil’s parent or guardian by first-
class mail or other reasonable means that: (1) the pupil is truant; (2)
parents or guardians are obligated to compel the pupil’s attendance at
school; (3) parents or guardians who fail to meet this obligation may be
guilty of an infraction and subject to prosecution;, (4) alternative
educational programs are available in the district; and (5) they have the
right to meet with appropriate school personnel to discuss solutions to
the pupil’s truancy. '

Chapter 1023, Statutes of 1994, amended Education Code section
48260.5 to require school districts to notify the pupil’s parent or guardian
that (1) the pupil may be subject to prosecution; (2) the pupil may be
subject to suspension, restriction, or delay of the pupil’s driving
privilege; and (3) it is recommended that the parent or guardian
accompany the pupil to school and attend classes with the pupil for one
day. However, the Commission on State Mandates (CSM) did not amend
the program’s parameters and guidelines until January 31, 2008
(effective July 1, 2006). Therefore, until June 30, 2006, districts are
eligible for mandated program reimbursement if they notify a parent or
guardian of the first five elements.

Education Code section 48260 originally defined a truant pupil as one
who is absent from school without a valid excuse for more than three
days or who is tardy in excess of 30 minutes on each of more than three
days in one school ygar. Chapter 1023, Statutes of 1994, and Chapter 19,
Statutes of 1995, amended Education Code section 48260 and
renumbered it to section 48260, subdivision (a), stating that a pupil is
truant when he or she is absent from school without valid excuse three
full days in one school year or is tardy or absent for more than any 30-
minute period during the school day without a valid excuse on three
occasions in one school year, or any combination thereof. However, the
CSM did not amend the program’s parameters and guidelines until
January 31, 2008 (effective July 1, 2006). Therefore, for mandate-
reimbursement purposes, until June 30, 2006, a pupil is initially
classified as truant upon the fourth unexcused absence.
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Riverside Unified School District

Notification of Truancy Program

Objective, Scope,
and Methodology

Conclusion

On November 29, 1984, the State Board of Control (now CSM)

‘determined that Chapter 498, Statutes of 1983, imposed a state mandate

upon school districts reimbursable under Government Code
section 17561.

The parameters and guidelines establish the state mandate and define
réimbursement criteria. The CSM adopted parameters and guidelines on
August 27, 1987, and amended them on July 22, 1993, and January 31,
2008. In compliance with Government Code section 17558, the SCO
issues claiming instructions to assist local agencies and schools districts
in claiming mandated program reimbursable costs. '

We conducted the audit to determine whether costs claimed represent
increased costs resulting from the Notification of Truancy Program for
the period of July 1, 2003, 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. Except for the following issue, 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 were unable to assess
fraud risk because the district did not respond to our inquiries regarding
fraud assessment. The district did not respond based on its consultant’s
advice. As a result, we increased our substantive testing; however, this
would not necessarily identify a fraud or abuse that may have occurred.

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, the Riverside Unified School District claimed
$985,881 ($987,881 less a $2,000 penalty for filing late claims) for costs
of the Notification of Truancy Program. Our audit disclosed that
$659,793 is allowable and $326,088 is unallowable.

63"




Notification of Truancy Program

Riverside Unified School District

Views of
Responsiblé
Official

- Restricted Use

For the fiscal year (FY) 2003-04 claim, the State paid the district
$244,101. Our audit disclosed that $210,743 is allowable. The State will
offset $33,358 from other mandated program payments due the district.
Alternatively, the district may remit this amount to the State.

For the FY 2004-05 claim, the State paid the district $272,234. Our audit
disclosed that $233,635 is allowable. The State will offset $38,599 from
other mandated program payments due the district. Alternatively, the

" district may remit this amount to the State.

For the FY 2005-06 claim, the State made no payment to the district. Our
audit disclosed that $215,415 is allowable. The State will pay allowable
costs claimed that exceed the amount paid, contingent upon available
appropriations. '

For the FY 2006-07 claim, the State paid the district $46,437. Our audit
disclosed that the entire amount is unallowable. The State will offset
$46,437 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 November 20, 2009. Michael H. Fine,
Deputy Superintendent, responded by letter dated December 14, 2009
(Attachment). The district disagreed with Findings 2 and 3, and stated
that it does not dispute Finding 1 at this time. This final audit report
includes the district’s response.

This report is solely for the information and use of the Riverside Unified
School District, the Riverside County Office of Education, the California
Department of Education, 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.

EFFREY V. BROWNFIELD

"Chief, Division of Audits

February 5, 2010

3
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Riverside Unified School District ' : Notification of Truancy Program

Schedule 1—
Summary of Program Costs
July 1, 2003, through June 30, 2007

Actual Costs  Allowable Audit

4 Cost Elements : Claimed per Audit.  Adjustment  Reference !

July 1, 2003, through June 30, 2004

Number of truancy notifications 17,943 15,501 (2,442) Findings 1, 2
Uniform cost allowance ‘ T x $13.66 x $13.66 x $13.66

Total costs- ' : $ 245,101 $ 211,743 2 § (33,358)

Less late penalty , (1,000) (1,000) e

Total program costs $ 244,101 210,743 § (33,358)

Less amount paid by the State (244,101)

Allowable costs claimed in excess of (less than) amount paid $ (33,358

July 1, 2004, through June-30, 2005 , :

Number of truancy notifications 19,134 16,431 (2,703) Findings 1,2
Uniform cost allowance x $1428 x §1428 x $14.28

Total costs : $ 273234 $ 234,635 $ (38,599)

Less late penalty (1,0000  (1,000) —

Total program costs 4 $ 272,234 233,635 § (38,599)

Less amount paid by the State ' (272,234) -
" Allowable costs claimed in excess of (less than) amount paid $ (38,599)

July 1, 2005, through June 30, 2006 :
Number of truancy notifications 15,645 13,862 (1,783) Finding 1
Unit cost per initial notifications x $15.54 x $15.54 x §15.54

Total program costs $ 243,123 § 215415 § (27,708)

Less amount paid by the State -~ —

Allowable costs claimed in excess of (less than) amount paid $ 215,415

July 1, 2006, through June 30, 2007 :

Number of truancy notifications 14,020 — . (14,020) Finding3
Unit cost per initial notifications x $16.15 x $16.15 x §16.15 '
Total program costs $ 226423 §$ —  $ (226,423

Less amount paid by the State (46,437

Allowable costs claimed in excess of (less than) amount paid $ (46,437)

Summary: July 1, 2003, through June 30, 2007 o

Total program costs $ 987,881 $ 661,793 $ (326,088)

Less late claim penalty (2,000) (2,000) e

Subtotal ' $ 985,881 659,793  $ (326,088)

Less amount paid by the State (562,772)

‘Allowable costs claimed in excess of (less than) amount paid $ 97,021

! See the Findings and Recommendations- section.
% Difference due to rounding.
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Riverside Unified School District - Notification of Truancy Program

Findirngs and Recommendations

FINDING 1— The district claimed $799 in unsupported initial truancy notifications for
fiscal year (FY) 2003-04 and FY 2004-05 because attendance records did

Unsu ted initial
trﬁénrgr)o:ofiﬁc ations not support the number of initial truancy notlﬁcanons claimed.
claimed For FY 2003-04 and FY 2004-05, the district claimed 17,943 and 19,134

initial truancy notifications, respectively.. However, its attendance
records only supported 17,919 and 19,101 notifications for the same
period. The overstated number of truancy notifications totaled 57.

The following table summarizes the unsupported initial . truancy
notifications claimed:

Fiscal Year
2003-04 2004-05 Total

Number of elementary school initial

notifications documented 9,214 " 9,395
Number of secondary school
initial notifications documented 8,705 9,706
Total number of initial truancy
notifications documented 17,919 19,101
Less number of initial truancy
notifications claimed (17,943) ~ (19,134)
Understated/(overstated) number of
- initial truancy notifications . (24) (33) 57
Uniform cost allowance % $13.66 x $14.28
Audit adjustment $ (3288 @@IHL$ (799

The program’s parameter’s and guidelines require the district to provide
documentation that supports the total number of initial notifications of
truancy distributed. In specifying reimbursable costs, the parameters and
guidelines state that districts shall be reimbursed for the costs to identify
truant pupils, prepare and distribute by mail or other method the forms to
parents or guardians, and perform associated recordkeeping. The
program reimburses claimants based on a uniform cost allowance and the
number of eligible truancy notifications documented.

Recommendation

We recommend that the district claim the number of allowable initial
truancy notification letters that its records support.

District’s Response

This finding adjusts the total notifications claimed to the number of
audited notifications “supported” by District documentation. The
audited decrease in the number of notices is 57 Jess for FY 2003-04 and
FY 2004-05. This District has no additional documentation available at
this time to support the 57 notices. The District does not dispute this
finding at this time. ,

SCO’s Comments

Our finding and recommendation are unchanged. The district did not
provide additional documentation to refute the audit finding.
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Riverside Unified School District

FINDING 2—
-Non-reimbursable
initial truancy
notifications claimed

Notification of Truancy Prégram

The district overstated allowable initial truancy notifications by $98,866
during the audit period. This amount is net of the adjustment in Finding 1
totaling $799 in costs claimed that were not supported by the district’s
attendance records and $5,237 of reimbursable elementary school costs
the district did not claim for FY 2005-06.

The district claimed initial truancy notifications it distributed for students
who did not accumulate the required number of unexcused absences or
tardiness occurrences to be classified as truant under the mandated
program. In addition, the district attendance records supported 454 more
initial truancy notifications than it claimed for Harrison and Hawthorne
Elementary Schools. :

Education Code section 48200 states that children betweén the ages of 6
and 18 are subject to compulsory full-time education.” However,
Education Code section 48000 states, “A child shall be admitted to a

kindergarten at the beginning of a school year, or at any later time in the

same year if the child will have his or her fifth birthday on or before

 December 2 of that school year.” In addition, Education Code section

48010 states, “A child shall be admitted to the first grade of an
elementary school during the first month of a school year if the child will
have his or her sixth birthday on or before December 2 of that school
year.” Therefore, kindergarten and 1st grade students are not subject to
compulsory attendance requirements during some or all of their school
year. Furthermore, 12th grade students are not subject to compulsory
attendance requirements during some or all of their school year. If a
truancy instance occurred before the child’s 6™ birthday or after their 18"
birthday, those instances are not reimbursable.

For each fiscal year, we selected a statistical sample of initial truancy
notifications based on a 95% confidence level, a precision rate of +/-8%,
and an expected error rate of 50%. We chose our statistical sample from
the population of initial truancy notifications that the district
documented. We used a statistical sample so that we could project the
sample results to the population. The district accounts for elementary and
secondary school attendance differently; therefore, we. stratified the
population into two groups.

The district claimed unallowable initial truancy notifications for students
who accumulated fewer -than four unexcused absences or tardiness
occurrences during the fiscal year. (Some of these students accumulated
fewer than three unexcused absences or tardiness occurrences.)




Riverside Unified School District

Notification.of Truancy Program

The 'following table summarizes unallowable truancy notifications
claimed:

Fiscal Year
2003-04  2004-05  2005-06 Total

Elementary Schools

Number of unallowable

truancy notifications (36) (40) (38)
Truancy pupils sampled + 148 =+ 148 =+ 147
Unallowable percentage (24.32)% (27.03)% (25.85)%
Supported number of truancy

notifications claimed ! x 9214 x 9395 x 7,562
Projected number of unallowable

truancy notifications (2,241)  (2,539) (1,955)
Uniform cost allowance x$13.66 x$14.28 x$15.54

Total unallowable truancy notifica-
tions claimed, elementary schools $(30,612) $(36,257) $(30,381) $ (97,250)

‘SecAondarv Schools

Number of unallowable

truancy notifications 3) ) “(3)
Truancy pupils sampled + 148 + 148 + 147
Unallowable percentage (2.03)% (1.35% (2.04)%
Supported number of truancy

notifications claimed ' x 8705 x 9706 x 8,083
Projected number of unallowable

truancy notifications Q77 (131) (165)
Uniform cost allowance x$13.66 x§14.28 x $15.54

Total unallowable truancy notifica-
tions claimed, secondary schools $§ (2,418) $ (1,871) § (2,564) (6,853)
Total unallowable truancy

notifications claimed $(33,030) $(38,128) $(32,945) $(104,103)

! Net of unsupported truancies identified in Finding 1. For FY 2005-06, the population

of elementary schools sa;npled totaled 8,016 (7,562 claimed and 454 unclaimed).

The following table summarizes unclaimed allowable initial truancy
notifications: '

Fiscal Year

200506
Elementary Schools
Understated number of truancy notifications 454
Allowable percentage % 74.15%
Projected unclaimed number of allowable truancy notifications 337
Uniform cost allowance x $15.54
Total unclaimed allowable truancy notifications - § 5237




Notification of Truancy Program

Riverside Unified School District

The following table summarizes the unallowable initial truancy
notifications claimed net of unclaimed notifications:

Fiscal Years

2003-04 2004-05 2005-06 Total
Total unallowable truancy
notifications claimed $ (33,030) §(38,128) $(32,945) $ (104,103)
Total unclaimed allowable
truancy notifications — — 5,237 5,237
Audit adjustment $ (33,030) $(38,128) $ (27,708) $ (98,866)

Education Code section 48260, subdivision (a), (as amended in 1994)
defines a truant student as one who is absent from school without a valid
excuse for three full days in one school year or who is tardy or absent for
more than any 30-minute period during the school day without a valid
excuse on three occasions in one school year, or any combination
thereof. ‘

However, the parameters and guidelines state that initial truancy occurs
when a student is absent from school without a valid excuse more than
three days or is tardy in excess of 30 minutes on each of more than three
days in one school year. As the Commission on State Mandates (CSM)
did not amend the parameters and guidelines until July 1, 2006, an initial
truancy notification is reimbursable under the mandated program only
when a student has accumulated unexcused absences or tardiness
occurrences on four or more days for FY 2003-04 through FY 2005-06.

Effective July 1, 2006, the CSM adopted amended parameters and
guidelines for the Notification of Truancy Program. The amended
parameters and gunidelines state: : '

A truancy occurs when a student is absent from school without valid
excuse three (3) full days in one school year, or is tardy or absent
without valid excuse for more than any thirty (30) - minute period
during the school day on three (3) occasions in one school year, or any
combination thereof.

Recommendation

We recommend that the district claim initial truancy notification costs
only for those students who accumulate three or more unexcused
absences or tardiness occurrences between age 6 and age 18, in
accordance with Education Code sections 48200 and 48260,
subdivision (a).




Riverside Unified School District o Notification of Truancy Program

District’s Response

Audit by sampling

The draft audit report states that this finding is based on a statistical
sample of truancy notifications actually examined for the three fiscal
years. A sample of 147 or 148 notifications was selected for both
elementary and secondary schools each year, or a total of 886
notifications for the three years for which there are findings. Based on
the claimed number of notifications for the three years (52,722), it
appears the sample size is approximately 1.7 percent. The results from
this review of less than two-percent of the total number of notices were
extrapolated to the universe and the claims were adjusted based on the
extrapolation. .

The draft audit report has cited no statutory or regulatory authority to
allow the Controller to reduce claimed reimbursement based on an
extrapolation of a statistical sample. The Controller does not assert that
the claimed costs were excessive or unreasonable, which is the only
mandated cost audit standard in statute (Government Code Section
17561(d)(2)). It would, therefore, appear that the entire findings are
~based upon the wrong standard for review.

Aside from the legal basis for sampling, there are potential factual
problems with the sample students selected. The ultimate risk for
extrapolating findings from a sample is that the conclusions obtained
from the sample may not be representative of the universe. That is, the
errors perceived from the sample do not occur at the same rate in the
universe. That is what has occurred in this audit. For example,
kindergarten students present in the sample are more likely to be
excluded because of the under-age issue, which makes these samples
non-representative of the universe. Also, if any of the notices excluded
for being under-age or over-age are for students who are special
education .students, these samples would. also not be representative of
the universe since the possibility of a special education student being
under-age or over-age is greater than the entire student body.

Number of absences required for the initial notification

About one-half of the sampled notifications disallowed were deemed
.unallowable because the students had only three absences during the
school year. Education Code Section 48260 was amended, effective
January I, 1996, to require a student to be classified as a truant after
only three tardies or absences, rather than the four previously required.

However, the Parameters and Guidelines were not amended until
January 31, 2008 (effective July 1, 2006), to reflect the change in
statute.

The Controller’s auditors have chosen to enforce the definition of a
truant as it was stated in the Parameters and Guidelines prior to the
amendment, even though it contradicts a statute in effect during the
audit period. The District properly complied with state law when it
issued truancy notifications after three absences, rather than waiting for
a fourth absence as required by the Parameters and Guidelines.
Therefore, the Controller’s adjustment is without legal authority.
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Riverside Unified School District

Notification of Truancy Program

Age of student

Many of the sampled notifications were disallowed because the student
was younger than six years or older than 17 years, which is outside the
scope of the compulsory attendance law (Education Code Section
48200). However, the District has distinct statutory duties to enroll
some children who are five years old by December 2 of the year of
enrollment as well as continue to enroll special education students
through age 21. To the extent that these particular circumstances occur
for any of the sampled students, the disallowance is without legal
authority and the sampled student is statistically not representative of
the universe.

The adjustments that result from the statistical sampling should be
withdrawn as factually incorrect and unsupported by law.

SCO’s Comments

Our finding and recommendation are unchanged. The district did not
provide additional documentation to refute the audit finding. We have
the following comments on the district’s response:

" Audit by Sampling

The district concludes that the SCO based its audit finding on the “wrong
standard for review” and that the SCO may reduce only those claims that
it determines to be excessive or unreasonable. We disagree. 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. 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 provistons of law for payment.” : ~

The SCO did, in fact, conclude that the district’s claim was excessive.
“Fxcessive” is defined as “exceeding what is usual, proper, necessary
[emphasis added], or normal.”t The district’s mandated cost claims
exceeded thé proper amount based on the reimbursable costs that the
parameters and guidelines identify.

The SCO conducted its audit according to generally accepted
government auditing standards (Government Auditing Standards, issued
by the U.S. Government Accountability Office, July 2007). Government
Auditing Standards, section 1.03 states, “The professional standards and
guidance contained in this document .. provide a framework for
conducting high quality government audits and attestation engagements
with competence, integrity, objectivity, and independence.” Generally
accepted government auditing standards require the auditor to obtain
sufficient, appropriate evidence to provide a reasonable basis for the
findings and conclusions. The standards recognize statistical sampling as
an acceptable method to provide sufficient, appropriate evidence.

T Merriam-Webster Collegiate Dictionary, Tenth Edition, 2001.
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Riverside Unified School District

The district believes that the sample results may not be representative of
the universe because the audit sample included kindergarten students,
who are more likely to be excluded due to the under-age issue. The
district also states that the possibility that a special education student is
under-age or-over-age is “greater than [that of] the entire student body,”
and the inclusion of special education students in the tested sample is
“non-representative of the universe.” In fact, the opposite is true. An
appropriate random, statistical sample may include some kindergarten
and special education students because those students are part of the
truancy population. The district’s response provides no evidence. .
showing that the audit sample included a disproportionate number of
kindergarten or special education students compared to the truancy
population. ' S

Number of Absences Required for the Initial Notification

The district does not distinguish between its statutory responsibility and
mandate-related reimbursable costs. Reimbursable costs are limited to -
allowable costs identified in the mandated program’s parameters and
guidelines. For the audit period (excluding FY 2006-07), the parameters
and guidelines state that an initial truancy occurs when a student is
absent from school without a valid excuse more than three days or is
tardy in excess of 30 minutes on each of more than three days in one
school year.

Pursuant to Government Code section 17550 et al., school districts are
responsible for identifying state-mandated costs and filing test claims for
reimbursement of those costs. This district, and all other California
school districts, failed to file a test claim in response to Chapter 1023,
Statutes of 1994. This legislation amended Education Code section
48260 and rénumbered it to Education Code section 48260, subdivision
(a), revising the definition of initial fruancy. -

Age of Student

The district does not distinguish between its statutory responsibility to .
enroll students versus its responsibility to issue initial truancy
notification letters. Although the district might be obligated to enroll
students younger than age 6 or older than age 17, those students are not
subject to compulsory attendance requirements. Therefore, for initial
truancy notification purposes, it is irrelevant whether students are absent
when they are younger than age 6 or older than age 17. :

72"




‘Riverside Unified School District

Notification of Truancy Program

FINDING 3—
Noncompliant initial
truancy notifications

The district claimed $226,423 in unallowable costs for FY 2006-07. The
costs are unallowable because the district distributed initial truancy
notifications that did not comply with the parameters and guidelines.

Effective July 1, 2006, the parameters and guidelines require that
districts distribute initial truancy notification forms that notify parents or
guardians of the following eight items:

1. That the pupil is truant.

2. That the parent or guardian is obligated to compel the attendance of
the pupil at school.

3. That parents or guardians who fail to meet this obligation may be
guilty of an infraction and subject to prosecution pursuant to
Article 6 (commencing with section 48260) of Chapter 2 of Part 27.

4. That alternative educational programs are available in the district.

5. That the parent or guardian has the right to meet with appropriate
school personnel to discuss solutions to the pupil’s truancy.

6. That the pupil may be sﬁbject to prosecution under section 48264.

7. That the pupil may be subject to suspension, restriction, or delay of
the pupil’s driving privileges pursuant to section-13202.7 of the
Vehicle Code.

8. That it is recommended that the parent or guardién accompany the
pupil to school and attend classes with the pupil for one day.

The district distributed initial truancy notifications that did not include
the sixth item identified above. ‘

Recommendation

We recommend that the district revise its initial truancy notification
letters to comply with the minimum requirements specified in the
parameters and guidelines. '

District’s Response

The draft audit report states in the “Background” section, on page 1,
that the Commission amended the parameters and guidelines on
January 31, 2008. Therefore, the District could not have been on notice
of the retroactive effect to FY 2006-07 until the amended parameters
and guidelines were adopted and included in the next update of the
claiming instructions for this program, which was after FY 2006-07.

Notwithstanding, the District initial notification of truancy more than
substantially complies with Education Code Section 48260.5. The
notice provides a summary of the code section, but does not
specifically cite Section 48264. Section 48264, which states that truants
are subject to arrest, has been state law in some form since 1903. It
permits discretionary noncriminal custody arrests during school hours
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of students away from home and not in school. A Section 48264
detention does not depend on the occurrence or documentation-of either
three or four or more absences or tardies and thus a Section 48260.5
notice is not a condition precedent to the enforcement of Section
48264. The student is subject to this penalty at any time, before and
after the Section 48260.5 notice, so the lack of citation of Section
48264 in the initial notification of truancy is substantively insignificant.

The adjustment should be rescinded as unnecessary and punitive.

SCO’s Comments

Our finding and recommendation are unchanged.

The district asserts that it was not “on notice” of the retroactive effect to

FY 2006-07, as the program’s parameters and guidelines were amended
on January 31, 2008. We disagree. Chapter 1023, Statutes of 1994,
required the district to notify parents/guardians of the eight specific items
noted in this audit finding. Therefore, the district has been “on notice” of
its statutory obligation since that time. The recent amendment to the

parameters and guidelines simply aligns these guidelines with the

Education Code for mandate-reimbursement purposes.

The district agrees that its initial notification of truancy letter for FY
2006-07 is missing a required element, as it does not state “the pupil may
be subject to prosecution under Education Code section 48264.”
Nevertheless, the district believes it should be reimbursed because its
notification “more than substantially complies with Education Code
Section 48260.5.” In addition, the district believes that our reference to
Education Code section 48264 is “substantively insignificant™ because
enforcement under the section is not dependent on the number of
unexcused absences that the pupil accumulates. We disagree on both
counts. The parameters and guidelines do not provide reimbursement for
“substantial compliance.” In addition, the matter of when a district may
enforce the provisions of Education Code section 48264 is irrelevant.
The parameters and guidelines require that initial truancy notifications
include the information provided in Education Code section 48260.5,
subdivision (f). The district’s notifications did not include the required
information; therefore, they are not reimbursable under the mandated
program.
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OTHER ISSUE— District’s Réspoﬁse
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 relevant to the findings, and
specifically, the Controller’s legal authority to use statistical samypling
to adjust claims and to disallow notices sent to students whose
attendance is otherwise required by law.

Government Code section 6253, subdivision (c), requires the state

agency that is the subject of the request, within ten days from receipt of

a request for a copy of records, to determine whether the request, in -
whole or in part, seeks copies of disclosable public records in your

possession and promptly notify the requesting party of that

determination and the reasons therefore. Also, as required when so

notifying the District, please state the estimated date and time when the

records will be made available.

SCO’s Comments

The SCO provided the district the requested records by separate letter
dated January 26, 2010.
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Attachment—
District’s Response to
Draft Audit Report
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Statistical Sampling Revisited
By Neal B. Hitzig

Auditing standards are undergoing
revision in the wake of recent,
massive audit failures. Legislative
and regulatory bodies are focusing
more critically on auditors than ever before. Yet,
contemplated revisions to auditing standards leave
untouched ambiguities and unresolved issues that have
reduced the effectiveness of the authoritative literature
for decades. One of the longest-standing issues concerns
the role and appropriateness of statistical sampling as a
substantive audit testing procedure.

/\’ E-mail Story

IE!'J

Print Story

Backgroun

Throughout the 1960s and ’70s, the largest accounting
firms devoted extensive resources to the development
and implementation of statistical sampling procedures.
The firms wrote new policies and guidance, developed
time-sharing and batch computer programs, and trained
specialized staff. Monetary unit sampling was developed
and became a widespread audit tool. The AICPA issued
Statement on Auditing Procedure (SAP) 54 and
published Statistical Auditing, by Donald M. Roberts.

Then, in 1980, the Auditing Standards Board (ASB)
issued SAS 39, Audit Sampling (AU 350). Members of
the Statistical Sampling Subcommittee that wrote SAS
39, which included this author, expected that the
imposition of risk, materiality, and selection
requirements would further establish statistical sampling
as a principal audit testing procedure. In fact, the
opposite has occurred, largely because the ASB gave
nonstatistical sampling equal evidentiary weight.

Substantive Tests
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Substantive tests are intended to detect and estimate
misstatement in accounts and classes of transactions. The
authoritative literature recognizes two types of
substantive tests: tests of details, and analytical
procedures. Except in those cases where complete
enumeration of an accounting population is feasible (as
in certain computer-assisted auditing techniques), the
audit sample is a principal approach to performing the
test of details.

Many auditors apply sampling to test controls, despite
concerns that such applications may not reveal the
information that an auditor seeks. For example, the
initialing of documents does not mean that the
documents are correct (if that is what initialing purports
to signify); it means only that the documents were
initialed. Similarly, the fact than an invoice is correctly
priced does not mean that a price-checking control
functioned properly, because the invoice may have been
properly priced in the first place. These examples
demonstrate why testing preventive controls with tests of
details may not inform the auditor that the subject
controls are functioning as intended.

On the other hand, evidence of monetary misstatement in
— a transaction or account is clear-cut evidence of the
) absence or malfunction of a control. This is why many
auditors view tests of details as being most useful when
performed as substantive tests.

Nonstatistical Sampling

AU 350 does not provide a definition of nonstatistical
sampling. It states only that “[t]here are two approaches
to audit sampling: nonstatistical and statistical” (AU
350.03). The AICPA’s Audit Guide, Audit Sampling,
provides the following definition:

Any sampling procedure that does not
measure the risk is a nonstatistical sampling
procedure. Even though the auditor
rigorously selects a random sample, the
sampling procedure is a nonstatistical
sampling application if the auditor does not
make a statistical evaluation of the sample
results. (AAG-SAM 2.18)

This statement establishes that an auditor may label a
NS sampling technique “nonstatistical” without regard to the
) manner of sample selection. Thus, even though the Audit
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Guide acknowledges the well-known ability of statistical
sampling to measure sampling risk, it nevertheless
sanctions an auditor’s decision to ignore available
statistical theory and rely instead on judgment or
intuition in interpreting the results of a sampling
procedure. In short, the guide gives guesswork equal
status with measurability. Such a view is potentially
hazardous, because the auditor is permitted to ignore
facts that are readily discernable to any practitioner, or
legal adversary, who is knowledgeable in the application
of statistical methodology.

Why would an auditor prefer nonstatistical sampling,
knowing of the availability of objective statistical
procedures? Various reasons, restated in the 2001 edition
of the Audit Guide, have been cited as the impediments:
the cost of training, the cost of sample selection, the cost
of sample evaluation. With the passage of time, these
reasons have become progressively weaker, Mandatory
continuing professional education is now a reality, so
there should be little reason for auditors not to advance
their skills in sampling techniques. As to the
implementation costs associated with the selection and
evaluation of random samples, the ready availability of
computers and off-the-shelf software has greatly
mitigated, if not eliminated, these factors as relevant
considerations.

In short, a nonstatistical sample is selected by the
exercise of judgment, and not by chance. Haphazard,
judgmental, and purposive sampling are some of the
terms that describe a nonstatistical sample.

Statistical Sampling

AU 350 and the Audit Guide approach statistical
sampling in a roundabout way. The Audit Guide states:

Statistical sampling helps the auditor (1)
design an efficient sample, (2) measure the
sufficiency of the evidential matter obtained,
and (3) quantitatively evaluate the sample
results.

Statistical sampling uses the laws of probability to
measure sampling risk. (AAG-SAM 2.17)

Although the foregoing statements are correct, they do
not define statistical sampling per se.
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Statistical sampling is probability sampling. In
- probability sampling, every item in the population under

audit has a known chance of selection. The decision as to
which items in the population are to be selected is left to
the laws of chance, not to judgment. The most common
probability sampling methods in auditing are equal
probability (such as simple random and systematic
sampling) and sampling with probability proportional to
size (such as monetary unit sampling).

The prominent feature of statistical sampling is its ability
to measure risk. The measurement instrument is the
confidence interval, which gives a calculated range of
values for the estimated amount of misstatement in a
population. The measurability of statistical sampling
distinguishes it from so-called judgment sampling,
where the decision as to the items selected for
examination is left to the judgment of the auditor.
Statistical sampling is a measurement tool. When applied
in a substantive test of details, it measures misstatement
in an account or class of transactions. Its ability to
measure arises from the selection method used, which is
probability sampling. Lawyers, judges, and statisticians
have explicitly recognized these features of statistical
sampling. The Special Committee on Emipirical Data in

. Decision Making, Recommendation on Pretrial

> Proceeding in Cases with Voluminous Data, made the

- following statement (see Appendix F, in Fienberg, S.E.,

ed., The Evolving Role of Statistical Assessments as
Evidence in the Courts, 1989):

[When a survey is based on probability
sampling, the probabilities or risks of
sampling misstatements of various sizes can
be calculated. This requires the application
of appropriate statistical formulas.
Assessments of sampling misstatement are
very often expressed in terms of a standard
misstatement. This is a universally accepted
measure of the margin of error in a survey
result that is attributable to sampling.

This illuminating report should serve to alert auditors to
the growing use of statistically based evidence in
litigation and, by implication, to the risks they face
should they ignore the information contained in samples.

The implication is clear: Ignore the formulas applicable
N to the results of a probability sample and rely instead on
) intuition at your own risk.
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Some auditors believe that they must calculate a sample
size beforehand for an audit sample to be statistical. This
is incorrect. Any probability sample can be subjected to
evaluation by application of the laws of probability,
however arbitrary the choice of sample size. Failure to
calculate beforehand usually results in samples that are
either too large or too small for the auditor’s objectives.
They are, nevertheless, statistical.

Statistical and nonstatistical sampling methods are
defined in terms of the method by which a sample is
selected, not in terms of a decision by the auditor not to
apply statistical methods, even to a random sample.

When Is Statistical Sampling Appropriate?

Statistical sampling is appropriate whenever an auditor
wishes to draw a conclusion about a population without
performing an examination of all the items composing
that population. Moreover, statistical sampling is
appropriate when the auditor has no prior knowledge as
to which specific items in a population are misstated.

An important concern that affects the sampling decision
is the practicability of selecting a probability sample. If
files are computerized and 100% verification cannot be
performed by computer-assisted audit techniques, then
probability sampling is most likely to be the practical
approach. If files are not computerized and the
population is large (as a rough rule of thumb, a large
population has more than 500 items), then probability
sampling may still be practicable. If a population of
manual records is maintained in numerical order, a
computer application may be used to select random
numbers that identify the items to be selected, even items
at multiple locations. The items are then located by hand.
If the population is not maintained in numerical order,
then systematic selection (select every kth item after a
random start) may be performed. Systematic selection is
one of the easiest procedures to apply, although proper
application requires counting through the population.
Although many caution that systematic selection is
subject to bias because a key characteristic of the
population under examination may coincide with the
selection interval, in more than 30 years of practice, the
author has never observed this to be even a remote
practical concern.

Statistical sampling is appropriate for both routine and
nonroutine accounting processes. In a test of purchase
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transactions, for example, the auditor may employ
statistical sampling to test for misstatement in account
distribution. An auditor may also apply statistical
sampling to a population of securities positions for a
large broker-dealer with thousands of positions, to test
valuation and existence assertions.

Sampling Risk

AU 350 states “[s]ampling risk arises from the
possibility that, when a test ... is restricted to a sample,
the auditor’s conclusions may be different from the
conclusions he would reach if the test were applied in the
same way to all items in the [population].” (AU 350.10)
AU 350 also identified two aspects of sampling risk:

The risk of incorrect acceptance is the risk
that the sample supports the conclusion that
the recorded account balance is not
materially misstated when it is materially
misstated.

The risk of incorrect rejection is the risk that
the sample supports the conclusion that the
recorded balance is materially misstated
when it is not materially misstated. (AU

. 350.12)

In practice, it is convenient to think of the foregoing in
terms of detection risk and estimation risk, respectively.

Detection risk is the chance that a sample will fail to
detect misstatement that actually exceeds the auditor’s
specified maximum tolerable amount. “Detection” refers
to the decision rule that an auditor applies to decide
whether a misstatement is tolerable under the
circumstances. A commonly employed rule is the
comparison of the calculated upper confidence limit of
misstatement with the specified maximum tolerable
amount. In SAS 39 terms, the upper confidence limit is
the projected misstatement plus the allowance for
sampling risk. If the calculated limit is greater than the
maximum tolerable amount, the auditor decides that
misstatement may exceed the tolerable amount.
Otherwise, the auditor decides that misstatement, if it
exists, is tolerable. If a properly designed sample
discloses no misstatements, the auditor may then decide
that misstatement in the population under audit does not
exceed the maximum tolerable amount.
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Detection risk is principally a planning concept. The
auditor specifies it beforehand and uses it as one of the
factors that determines the appropriate extent of testing
reflected in the sample size.

If misstatements are detected, on the other hand, the
estimation risk becomes the key risk under
consideration. Estimation risk is the chance that the
actual amount of misstatement will not be within the
calculated confidence interval. SAS 39 is dismissive of
this risk, which it labels the risk of incorrect rejection, as
being merely an efficiency issue. AU 350.12 states:

[T}f the auditor’s evaluation leads him to the
initial erroneous conclusion that a balance is
materially misstated when it is not, the
application of additional audit procedures
and consideration of other audit evidence
would ordinarily lead the auditor to the
correct conclusion.

This is misleading. An auditor does not know that his
conclusion is incorrect; only that the evidence suggests
that the population may be materially misstated.
Frequently, this is sufficient for action, and no further

- audit evidence is needed, even if it were practicable to

extend testing or to apply alternate procedures. More
seriously, AU 350.12 invites the auditor 1o disregard the
results of an unfavorable sample outcome and
subordinate it to other, contradictory evidence whose
reliability may be less than that of the sample.

Moreover, if the results of an audit sample are
sufficiently precise, they may provide the basis for the
proposal of an adjusting journal entry by the auditor. In
such a case, the appropriate risk consideration is that the
adjustment is materially correct. The calculated
confidence interval provides the basis for that
assessment. Estimation risk is the complement of the
confidence level.

Statistical Sampling and Audit Decisions

The auditor uses a sample to decide whether
misstatement exists and whether it may exceed the
tolerable misstatement. This is the essence of the
detection objective of a substantive test of details. While
is it possible to design a sample to control for both the
detection and estimation risk, audit samples often are
designed only with the detection objective in mind.
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Nonetheless, if a properly selected random sample has
disclosed misstatement, that sample can always be used
to obtain a confidence interval on the amount of
misstatement, regardless of the planning decisions and
the consequent sample size.

For convenience, interval estimates may be classified
into six basic categories, each of which is informative in
its own way as to the extent of misstatement in the
population. The possibilities are discussed below in
terms of tolerable misstatement (TM), which is $600,000
in the examples, the lower confidence limit (LCL) on the
estimated misstatement, and the upper confidence limit
(UCL) on the estimated misstatement. The projected
misstatement (that is, point estimate) is not needed, as
the following examples will show. More importantly, the
projected misstatement could be misleading. A
projection (or point estimate) is merely one outcome in a
sample space. Its principal function is to be locator for
the confidence interval. It provides no information as to
its margin of error. For example, 10 missstatements of
$100 each will yield the same point estimate as one
$1,000 misstatement, but the latter’s margin of error is
greater.

Example 1. If neither confidence limit exceeds the
> tolerable misstatement and $0 is included within the
- confidence interval, then the auditor would decide that
misstatement, if present, is no greater than tolerable
misstatement. This case suggests that the amount of
misstatement might also be trivial. (See the Exhibit,

Figure 1.)

This is the most favorable outcome. This outcome can
arise even if misstatements are detected. For example,
many misstatements of very small magnitude might
yield such a confidence interval. The auditor would
conclude that net misstatement, if it exists, does not
exceed $200,000 of understatement or $400,000 of
overstatement. Because neither amount exceeds
$600,000, the auditor may conclude that misstatement is
tolerable. Because $0 is within the confidence interval, it
is possible that net misstatement may be $0.

Except for situations where the sample discloses no
misstatement, this case does not apply when the auditor
is performing tests of overstatement, such as for the
existence or the lower of cost or market.

N ) Example 2. If neither confidence limit exceeds the

89

http://www.nysscpa.org/cpajournal/2004/504/essentials/p30.htm 5/2/2006




-~ - -

tolerable misstatement and $0 is outside the confidence
interval, then the auditor would decide that the
population is misstated, but the amount of misstatement
is no greater than the tolerable misstatement. (See the

Exhibit, Figure 2.)

This is similar to Example 1, except that the sample
evidence indicates some misstatement. That is, the
auditor may be confident that the population is
overstated by at least $150,000, but not by more than
$400,000.

Example 3. This case is the same as above, except that
one of the confidence limits exceeds the tolerable
misstatement. The auditor would conclude that the
population is misstated and that the total misstatement
may be greater than the tolerable misstatement, but it
also may be less. The auditor cannot accept the
population as being fairly stated on the sample evidence
provided. (See the Exhibit, Figure 3.)

This situation arises when the disclosed misstatements

exceed the auditor’s expectation. This can occur in a

sample even though the actual population misstatement

is as expected. In fact, if the actual population

. misstatement is equal to the amount expected by the

) auditor and used to determine sample size, then there is

- roughly a 50% chance that the sample’s projected
misstatement will be greater than the expected
misstatement. In the context of AU 350°s approach to
interpretation of results, this outcome would imply that
the risk of intolerable misstatement is greater than the
level specified by the auditor as the risk of incorrect

acceptance.

This is a common outcome of audit samples. It is the
outcome to be expected if the difference between the
actual (but unknown) misstatement and tolerable
misstatement is less than the precision of the sample
estimate.

Extending the audit sample in such a circumstance often
only confirms the initial finding, albeit more precisely,
because the range of the confidence interval decreases as
the sample size increases. In this case, an adjusting
journal entry might be proposed. Whether a possible
adjustment would be passed over is a question that
would await the completion of the audit.

. ) Example 4. In this case, just one of the confidence limits
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exceeds the tolerable misstatement, but the lower limit is
negative and the upper limit is positive. The results
indicate that the population may be overstated by as
much as $800,000 (greater than the tolerable
misstatement) or it may be understated by as much as
$300,000 (less than the tolerable misstatement). The net
misstatement could also be $0. Nevertheless, because
one of the limits exceeds tolerable misstatement, the
auditor may not conclude that the population is fairly
stated. (See the Exhibit, Figure 4.)

This outcome can be the result of either the projected
misstatement exceeding expectation or the variability of
the misstatements in the sample being larger than
planned. This situation is common to inventory valuation
tests, such as price tests, where large, offsetting
misstatements are disclosed. The result strongly suggests
significant weakness in controls.

Example 5. In this case, the confidence limits are
positive and negative and both exceed the tolerable
misstatement. The interval ranges from $800,000 of
understatement to $800,000 of overstatement. The
misstatement may exceed the tolerable amount or it may
be trivial. In this case, the sample results are too

imprecise for an audit decision at the specified

) confidence level. (See the Exhibit, Figure 5.)

As in Example 4, of which Example 5 is a more extreme
example, this result is not uncommon to tests of
inventory valuation, where misstatements are more
numerous than anticipated and vary greatly as to
magnitude and can be both under- and overstated. While
the results are not sufficiently precise for an audit
adjustment (in fact, no adjustment may be needed),
results such as these demonstrate that accounting
controls, if they exist, are ineffective. In addition, the
result questions whether sufficient evidence has been
obtained.

Example 6. If both confidence limits are positive (or
both negative) and both exceed the tolerable
misstatement, then the auditor would decide that
misstatement indeed exceeds the tolerable amount. In
this case, where the overstatement may range from
$800,000 to $1,600,000, an adjusting journal entry
would be likely. (See the Exhibit, Figure 6.)

Statistical Sampling and Audit Actions
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The auditor has three courses of action when a
misstatement is discovered:

o Waive the misstatement
e Do more work
e Propose an adjusting journal entry.

The question of whether the sample evidence is
sufficient for an audit conclusion about the population
depends upon the size of the confidence interval and the
amount of tolerable misstatement. If the length of the
interval (from L.CL to UCL) is less than twice the
tolerable misstatement, then there is some materially
correct value within the interval. The auditor’s objective
is not to estimate the amount of misstatement with
pinpoint precision. If an adjustment is to be made, the
auditor should be able to propose an amount that will
reduce any remaining misstatement to an amount that is
no greater than the tolerable misstatement.

Given the risk level specified by the auditor when
evaluating the sample, an adjusting journal entry (AJE)
can be proposed that reduces the misstatement in the
population to an amount that is no greater than the
tolerable misstatement. Suppose that a 90% confidence
interval yields a lower limit of $800,000 and an upper
limit of $1,600,000, and that the tolerable misstatement
is $600,000. The range of the interval ($800,000) is less
than two times the tolerable misstatement. Exhibit Figure
7 shows that a materially correct AJE can be booked
within a range of values from $1 million to $1,400,000.
In other words, any value within the confidence interval
would be a tolerably correct AJE if both confidence
limits are within the tolerable misstatement of the
proposed adjustment. The risk would be no greater than
the specified estimation risk.

Examination of Figure 7 should make it evident why
two-sided interval estimation is important in cases where
adjusting journal entries are being considered. Auditing
literature has, in recent years, focused exclusively on the
upper confidence limit of misstatement (that is, the
confidence limit further from zero). Such a focus does
not provide adequate basis for proposing sufficiently
correct adjustments. By looking at only the upper limit,
the auditor could inadvertently propose too large an
adjustment, turning a case that was intolerably overstated
into one that is intolerably understated. Only by
reference to the lower confidence limit can the auditor
avoid such an outcome. The Audit Guide is not clear
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regarding the foregoing, providing only a one-sentence
approach to audit adjustments (AAG-SAM 7.36).

Does Statistical Sampling Undermine Auditor
Judgment?

Many auditors continue to resist applying statistical
sampling. In addition to objections to the cost of
training, the cost of sample selection, and the cost of
sample evaluation, some auditors have expressed
concern that statistical sampling impedes auditor
judgment. This assertion is no truer than the assertion
that laboratory biopsy is an impediment to a physician’s
exercise of judgment. Auditor judgment is essential in
several key respects: in deciding tolerable misstatement,
in choosing the method for selecting the sample, in
analyzing and assessing the population’s characteristics
(such as the expected misstatement and variability of
misstatement amounts), in deciding the appropriate risk
level, and in deciding the method of estimation. If the
auditor suspects that some population categories are
more likely to contain misstatement, a sampling plan to
accommodate such judgments can be devised.

Judgment is not applied in the random selection process,
which is left to the operation of the laws of chance, and
in the construction of the confidence interval after the
sample results are available.

The ASB and the Public Company Accounting
Oversight Board should provide explicit recognition of
the superiority of statistical sampling in situations where
the auditor has no specific knowledge as to the location
and amounts of individual misstatements in an
accounting population. The recently published Audit
Guide, which “includes increased coverage of
nonstatistical audit sampling,” is a step in the wrong
direction. It is time for the profession to acknowledge
that audit sampling is a decision tool that calls for the
application of objective, defensible techniques, not
guesswork.

Neal B. Hitzig, PhD, CPA, is professor of accounting
and information systems at Queens College (CUNY). He
is a member of the Auditing Standards and Procedures
Committee of the NYSSCPA and a retired partner of
Ernst & Young.
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Talifornta State Qontroller

July 17, 2007

RE: Passace of AB 1698 (ENQG) Fixing the Truancy Mandate

Dear School District:

I am writing to share the very good news that AB 1698 (Eng) has been chaptered
and a decade-long discrepancy affecting administration of the Notification of Truancy

mandate has been rectified.

The Notification of Truancy mandate established a higher level of service for school
districts to apprise parents of truant pupils. In the mid-1990’s, this mandate statute was
amended to broaden the notification requirements and definition of truant. When the three-
year statute of limitations for the Commission on State Mandates (COSM) to change the
Parameters and Guidelines (“Ps and Gs”) elapsed without an update, the discrepancy could

only be fixed through statute.

As the sponsor of this bill, I sought to direct the COSM to align the Ps and Gs with
statute. Without this clarification, my auditors have been forced to disregard the statute
declaring that parental notifications should occur at three absences and include eight
specific pieces of information, as opposed to the four absences and five pieces of

information specified in the Ps and Gs.

AB 1698 will ensure that all schools who notify parents when three unexcused
absences accrue are appropriately reimbursed for their efforts.

It is unfortunate that a misalignment of Ps and Gs and statute took more than a
decade to correct. As your State Controller, you have my assurance that I will continue to
pursue the removal of bureaucratic obstacles to appropriate and on-time payment.

300 Capitol Mall, Sulte 1850, Sacramento, CA 95814 ¢ P.O. Box 942850, Sacramento, CA 94250 ¢ (916) 445-2636 + Fax: (916) 322-4404
660 S. Figueroa Street, Sulte 2050, Los Angeles, CA 90017 + (213) 833-6010 ¢ Fax: (213) 833-6011
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School District
July 18, 2007

Page 2

I hope we can work together again on common sense solutions to outdated or

unworkable mandate processes.

Sincerely,
Original Signed By

JOHN CHIANG
California State Controller

cc:  The Honorable Mike Eng
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Fiscal Year

2003 - 2004
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Dec-05-2008 04:22pm  From=RUSD BUS!,P’”‘ S DIVISION 9517785713 T-928 P.002 F-871
State Controller's Office ‘

CLAIM FOR PAYMENT
Pursuant fo Government Code Section 17561

(18) Prégrﬂm Number 00048
20y PataFiled /|

= NOTIFICATION OF TRUANCY B o A
. Reimbursement Claim Data
833120 _ (22) NOT-1, (03)
RIVERSIDE UNIFIED SCHOOL DIST . 17,943
RIVERSIDE COUNTY (23)
6050 INDUSTRIAL AVE. ’
RIVERSIDE CA 382504 ‘ (24)
(25)
?ype of Claim "Estimated Claim Relmbursement. Clafm (28) .
(03) Estimated [:‘:] (08) Reimbursement 27
(04) Combined l_—_] (10) Combined l:] (28)
(05) Amended E__] -J(11) Amended [‘::l (29)
. (30
Fiscal Year of Gost 08y 20__/20 . (12) 2003 /2004 )
' (©7) 0% =) |
Total f}laimed Amount . 245 101.00
(14) (32)
Loss: 10% L.ate Penalty, not to exceed 51,000 .
1,000,00
Less: Prior Claim Payment Received (15) @3)
Net Claimed AmoLnt ‘ (18) 244.101.00 &4
Due fram State (08) a7 4 24101.00 (%)
| Due to State 3 ‘,\. ‘)( ‘:l“ i. s ,':‘::/}(EPr: (18) 0 (36)
(37) CERTIFICATION OE CLAIM '

In accordance with the provisions of Governmant Catle 17561, | eartffy that | am tha officer autharized by the school district ta file mandated cost claims
with the State of Califomiz for this program, and certify under penalty of perjury that | have not violated any of tha provisions of Government Code

Sections 1090 to 1098, inclusive,

| further certify that there was no application other than from the claimant, nor any grant or payment recai\)ed, for reimbursement of coste claimed herein,
and such costs are for a new propram or increase level of services of an existing program.  Alf offsetting savings and reimbursements sat forth inthe
Parameters and Guidelines are identified, and all costs claimed are supported by source documentatian cutrently maintained by the claimant.

The amounts of Estimated Claim and/or Relmbursement Clalm are herahy clalmed from the State for payment of estimatad and/er actual costs set forth
on the attached statarments, | cartify undar penalty of petjury undsr the laws of the State of Callfornia that the foregoing is true and correct,

- /*z,/;.//o s~

Harb M. Calderon Diractor - Fiscal Services
Type or Print Name Title
(38) Namg of Contact Persan for Claim Telephone Number
Telephone Number  (951) 352-8723 Ext._ 208
Annetie Alvarez E-mail Address aalvarez@rusd.K12.ca.us

Form FAM-27 (Revised 9/03)
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F-871
FORM
NOT-1

P.003

o

T-828

School Mandated Cost Manual

DIVISION 8517785713

. MANDATED COSTS
NOTIFICATION OF TRUANCY

From=RUSD BUSIN

CLAIM SUMMARY

Flscal Year

2 1AL

4200520 .

5
[

(02) Type of Claim
Reimbursement

Estimated

Dec~05-2008 04:2Zpm

State Controller's Ofﬂce‘

. Program

/

e

~

" RIVERSIDE UNIFIED SCHOOL DISTRICT

(03) Number of truant notifications

Clalm Statlstics

(01) Claimant

13,66
245,101.38
245,101.58

r

)]

04 fiscal yea
101

[Lina (05) - {LIne (08) + Lina (07)))

Line (03) x line (04,

[

$13.66 the 2003

(

d 9/04

=

1B3VIse

(04) Unit Cost per an initial truancy notification
(07) lLess: Other Reimbursements, if applicable

Cost Reduction
(08) Less: Offsetting Savings, if applicable
(08) Total Claimed Amount

Cost

| (05) Total Direct Gosts




Fiscal Year

2004 - 2005
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Dec-05-2008 04:22pm
State Controller's Offlce

From=RUSD BUSINF DIVISION 8517785713

T-928 P.005/016  F-871
School Mandated Cost Manual

CLAIM FOR PAYMENT AT StaB RIS Dula: Mo rarfiy.
Pursuant to Govarnment Code Section 17561 (18) Program Number 00048 é’ , 4&1
(20) Date Filed I RO
:JOTIF]CATION OF TRUANCY l(21) LRSinput ___ | / Eﬁiﬂg,ﬁ‘qg’&’fﬁ%ﬂ;«f}”
Reimbursement Claim Data
833120 (22) NOT-1, (03)
RIVERSIDE UNIFIED SCHOOL DIST 19,134
RIVERSIDE COUNTY (23)
J6050 INDUSTRIAL AVE.
RIVERSIDE CA 82504 (24)
(25)
Type of Glaim Estimated Claim Relmbursement Claim | (26)
(03) Estimated [:I (09) Reimbursement (27)
(04) Combinéd I:l (10) Combined :' (28)
(05) Amended [:' (11)Amen.ded l: (29)
30
‘F[scalYear of Cost (06) 20__/20 (12) 2004/ 2005 )
21
Total Claimed Amount | 97 (19 273.934.00 v
Less: 10% Late Penalty, not to axcesd $1,000 (14) 2
- ’ ’ (1,000.00)
Less: Prior Claim Payment Received (15) 3)
Net Claimed Amount (16) 272.934.00 B4
Due from State " | (08) (1) 59 23400 (8)
Due to State ! + 18 0 6

(37) CERTIFICATION OF CLAIM

Code Sections 1020 to 1098, inclusive,

claimant.

Signature of Authorized Officer

.4/57/0\{_. :27 7’7@

Sandra L. Meekins

Type or Print Name

In accordance with the provisions of Government Code 17561, | certify that | am the offiéer authorized by the school district to file mandated cost
claims with the State of California for this program, and centify under penalty of perjury that4 have not viclated any of tha provisions of Government

[ 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 casts are for a new program or increase level of services of an existing program. All offsetting savings and reimbursemnents set
forth In the Paramaters and Guidslines are identified, and all costs claimed are supponted by sauree documentation currently maintained by the

The amounts of Estimated Clalm and/or Reimbursement Claim are hareby claimed from the State for payment of estimated and/or actual costs set
forth on the attachad statements. | carmify under panalty of perjury under the laws of the State of California that the foregoing ie true and correct.

Date
[=/6-07

Director - Fiscal Services
Titia

(38) Name of Contact Person for Claim

Annette Alvarez

Telephone Number
E-mail Addrass

Telephone Number
(851) 352-6723 Ext, 2068
aalvarez@rusd k12.ca.us

Form FAM-27 (Revised 9/03)
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Dec-05-2008 04:22om  From-RUSD BUSIF  DIVISION 8517785713 ; T-828 P.006/016  F-8T1

State Controller's Office School Mandated Cost Manual

Program MANDATED COSTS FORM
048 NOTIFICATION OF TRUANCY NOT-1
CLAIM SUMMARY
(01) Claimant (02) Type of Claim
RIVERSIDE UNIFIED SCHOOL DISTRICT . Reimbursement X Fiscal Year
Estimated 2004-2008
Claim Statistics
(03) Number of truant nofifications
19,134

Cost

(04) Unit Cost per an initial truancy nofification ($14.28 the 2004-05 figcal year)
14.28

(05) Total Direct Costs [Liné (03) x line (04)]
: 273,233.52

Cost Reduction

(06) Less: Offsetting Savings, if applicable

(07) Less: Other Reimbursements, if applicable

(08) Total Claimed Amount [Line (05) - {Line (08) * Line (07)}
273,233,862

Revised 9/06
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Fiscal Year

2005 - 2006
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Dec-05-2008  04:23pm

State Controller's Office

From-RUSD BUSI!  * DIVISION 8517785713

T-928  P.009/016  F-8T71

School Mandated Cast Manual

CLAIM FOR PAYMENT i Fo i Slafe Eotrb[Rruss o P
Pursuant to Government Code Section 17561 (18) Program Number 00048 1
NOTIFICATION OF TRUANCY o e —— 1 [ X8
— —rmrro—— rrperre— ! AL W, |
Reimbursement Claim Data
833120 7(22) NOT-1, (03)
RIVERSIDE UNIFIED SCHOOL DIST 16,645
RIVERSIDE COUNTY (23)
6050 INDUSTRIAL AVE.
RIVERSIDE CA 92504 (24)
(25)
Type of Claim Estimated Claim Ralmbursement Claim  (28)
(03) Estimated (09) Reimburserment (27)
(04) Combined E] (10) Combinad E::l (28)
(05) Amended E:] (11) Amended E:l (29)
30
Fiscal Year of Cost (0B) .2006__/ 2007 (12) 2005/ 2006 50
, (@7) | (13) )
Total Claimed A t
pial Clamed Amoun 260,000.00 043,123,00
(12) (32)
Less: 10% lLate Penalty, not to exceed §1,000 0.0 ‘
Less, Prior Glaim Payment Recelved (15) (33)-
Net Claimed Amount (1 6) 243‘12300 (34)
(35)
Due from State ©8) " 260,000.00 07 543,123.00
Due to State [ SO ,‘".! (18) 0 (36)

(37) CERTIFICATION OF CLAIM

Code Sestions 1080 10 1098, inclusive.

claimant,

Signature of Authorized Officer

[ ’M’:"'"("/:\? 77?'&4{,&‘_,/

Sandra L. Meeking

In accordance with the provisions of Government CGode 17561, | cerify that | am the officer authorized by the school district to file mandated cost
claims with the State of California for this program, and cerlify under penalty of perjury that | have not violated any of tha provisions of Government

I further certify that there was no application other than from the claimant, nor any grant or payment received, for reimbursement of costs claimed
harain, and such costs ars for a new program or increase level of services of an exlsting program. All offsatting savings and reimbursameants set
forth in the Parameters and Guidelines are identified, and all coets claimed are supported by source documentation currently maintained by the

The amounts of Estimated Claim and/or Reimbursement Claim are hergby claimed from the State for payment of estimated and/or actual cosis set
forth on the attached statements. | cartify under penalty of perjury under the laws of the State of California that the foregoing is true and correct.

Type or Print Name

Date
TV T

Directar ~ Fiscal Sepvices
Title

(38) Name of Contact Person for Claim

Annetie Alvarez

Telaphone Number
E-mail Address

Telephone Number
(RR1) 387-8723 Ext._206

aalvarez@rusd k12.ca.us

Form FAM-27 (Revised 8/03)
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Dec-05-2008 04:23pm  From-RUSD BUSIF  * DIVISION 8517785713 ¢ T-828 P.010/016  F-871

-

State Controller's Office School Mandated Cost Manual

Program L MANDATED COSTS ' | FORM
0 4 8 NOTIFICATION OF TRUANCY NOT-1
CLAIM SUMMARY
(01) Claimant ‘ |(02) Type of Claim
RIVERSIDE UNIFIED SCHOCL DISTRICT Reimbursement X Fiscal Year -
. Estimated 2005-2006

Claim Statistics

(03) Number of truant notifications

Cost
(04) Unit Cost per an initial truancy notification ($13.94 the 2008-2006 fiscal year) )

15.54

(05) Total Direct Costs : [Line (03) X fina (04)]
243,123.30

Cost Reduction

4(06) Less: Offsetting Savings, if applicable

(07) Less; Other Reimbursements, if applicable

(08) Total Claimed Amount [Line (05) - {Line (08) + Line (07)}
‘ 243 123,30

Revised 9/06
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Fiscal Year

2006 - 2007
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Des-05-2008 04:24pm  From=RUSD BUSIN™"¢ DIVISION 9517785713 ( T-428 P.018/018  F-8TI
School Mandated Cost Manual

y

. .State Controller's Office
‘ CLAIM FOR PAYMENT P fpetatERonRIEHIRE LIV v Frogrant;
Prrsuafit IO GoVEITEnT Code SETtion 1756 ] (19 Program=-RumBerQ)D4gesmmm=s== e g oo
(20) Date Fllad A @ !
. NOTIFIGATION OF TRUANCY N T — — —

Reimbursement Claim Data

833120 (22) NOT-1, (Q3)
RIVERSIDE UNIFIED SCHOOL DIST 14,020
RIVERSIDE COUNTY (23) : .
6050 INDUSTRIAL AVE,
RIVERSIDE CA 92504 i (24)
' (25)
Type of Claim Estimated Clam ' Reimbursement Claim  |(26)
(03) Esfimated - (0%) Reimbursement (27)
(04) Combined E:_J {10) Combined l:l (28)
(08) Amended l:'] (11) Amended |——'—‘ (29)
' 30
Fiscal Year of Cost (06) 2007/2008 (12) 20086/2007 0
il ,
. (©7) (13) (31
Total Ci d Al 4
el Haimes Amoum 245,000.00 226,423.00
v (14) @2)
Less: 10% Late Penalty, not to exceed $1,000 0.00
Less; PriorClaim Payment Received {15) (33)
Nat Claimed Amount , (16) £98.423.00 (34)
(35)
Due from Stte 8 p4500000 |7 226.423.00
Due to State L R (18) 0 8)

(37) CERTIFICATION OF CLAIM

ne of Government Code 17564, 1 certify that | am the officer authorized by the sehool district fo file mandated cost

In aecordance with the provisin
der penalty of pedjury that | have not violated any of the provisians of Government

claims with the State of California for this program, and certify un
Code Sections 1090 to 1098, inclusive.

| further cerify that therg was no application other than from the claimant, nor any grant or payment received, for ralmbursement of costs claimead
herein, and slich costs #te for a hew program or increase level of services of an existing program. Al offsetting savings and reimbursements sat
forth in the Parametgfs and Guidelines are identified, and all costs claimed are supported by seurce documantafion currently malntained by the
clalmant. -

-

The amounts of Estimated Claim and/or Reimbursement Claim are hereby claimed from the State for payment of estimated and/or actual costs set
forth on the attached statements. | certlfy under penalty of perury under the laws of the Stata of California that the forageing is true and comrect.

Signature of Authorized Officar Date
Ay Z% 2 /s OF

Director - Flscal Services
Title

Sandra L. Meekins
Type or Print Name

Telephons Number
Telephone Number  (851) 352-6723 Ext,_ 208
Annette Alvarez E-mail Address galvarez@rusd.K12.ca.us

—
(38) Nama of Contact Person for Glaim

Form FAM-27 (Revised 9/03)

109




Det-05-2008 04:24pm

Fron=RUSD BUSI/™ ~ DIVISION 8517785713

State Controller's Office.

T-328  P.01

School Mandated Cost Manual .

4/016  F-871

.

P

Program

048

(01) Claimant

._fv'lAND TED COS8TS FQRM
NOTIFICATION OF TRUANCY NOT-1
CLAIM SUMMARY
(02) Type of Claim
RIVERSIDE UNIFIED SCHOOL DISTRICT Reimbursement ¥ Fiscal Year
Estimated D 2006-2007

Claim Statistics

(03) Number of truant notifications

Xl

e

L
", : ) yB

)
0

Rt
LN

i
)

Ul

; o i % l&" r‘”\ ’

g:)i?tu nit Cost per an initial truancy notification ($16.12 the 2005-2006 fiscal ysar)
16,15
(05) Total Direct Costs [Lina (03) x line (04)]
226,423.00
Cost Reduction
(06) Less: Offsetting Savings, if applicable
0
(07) Less: Other Reimbursements, if applicable
0
(08) Total Claimed Amount [Line (05) - {Line (08) + Line (07)}]
226,423.00

Revised 9/06
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SixTen and Associates
Mandate Reimbursement Services

Exhibit B

KEITH B. PETERSEN, President
P.O. Box 340430

Sacramento, CA 95834-0430
Telephone: (916) 419-7093

Fax: (916) 263-9701

November 13, 2013

E-Mail: Kbpsixten@aol.com
5252 Balboa Avenue, Suite 900

San Diego, CA 92117

Telephone: (858) 514-8605

Heather Halsey, Executive Director
Commission on State Mandates
980 Ninth Street, Suite 300
Sacramento, CA 95814

RECEIVED

NOV 15 2013

OMMISSION ON
S‘-?TATE MANDATES

RE: RE: CSM 10-904133-1-10
Riverside Unified School District
498/83 Notification of Truancy-Audit #2
Fiscal Years 2003-04 through 2006-07
Revised Incorrect Reduction Claim

Dear Ms. Halsey:

Fax: (858) 514-8645

Enclosed is the original and two copies of the above-referenced revised incorrect

reduction claim for Riverside Unified School 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:

Michael H. Fine, Deputy Superintendent
Business Services & Governmental Relations
Riverside Unified School District

3380 Fourteenth Street

Riverside, CA 92501

Voice: 951-788-7135 x80423

Fax: 951-778-5668

email: mfine@rusd.k12.ca.us

Sincerely,

AN NMA——
Keith B. Petersen

Enclosure: Revised Incorrect Reduction Claim

C: Michael H. Fine, Deputy Superintendent
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COMMISSION ON STATE MANDATES

1. REVISED INCORRECT REDUCTION
CLAIM TITLE

498/83 Notification of Truancy #2

Original Incorrect No: 10-904133-10

This is the second incorrect reduction claim
filed by the District on this mandate program

2. CLAIMANT INFORMATION
Riverside Unified School District

Michael H. Fine, Deputy Superintendent
Business Services & Governmental Relations
Riverside Unified School District

3380 Fourteenth Street

Riverside, CA 92501

Voice: 951-788-7135 x80423

Fax: 951-778-5668

email: mfine@rusd.k12.ca.us

3. CLAIMANT REPRESENTATIVE
INFORMATION

Claimant designates the following person to
act as its sole representative in this incorrect
reduction claim. All correspondence and
communications regarding this claim shall be
forwarded to this representative. Any change
in representation must be authorized by the
claimant in writing, and sent to the Commission
on State Mandates.

Keith B. Petersen, President
SixTen and Associates

P. O. Box 340430

Sacramento, California 95834-0430
Voice: (916) 419-7093

Fax: (916) 263-9701
kbpsixten@aol.com

For OOWFed-ony =

Filing Date:
NOV 15 2013
COMMISSION ON
STATE MANDATES
IRC#: \3- 3041233 -L —-\2

4. IDENTIFICATION OF STATUTES OR
EXECUTIVE ORDERS

Statutes of 1983, Chapter 498

Education Code Sections 48260 and 48260.5

5. AMOUNT OF INCORRECT

REDUCTION

Fiscal Year Amount of

Reduction
2003-04 $ 33,358
2004-05 $ 38,599
2005-06 $ 27,708
2006-07 $ 28,303
TOTAL: $127,968

6. NOTICE OF NO INTENT TO
CONSOLIDATE

This claim is not being filed with the intent to

consolidate on behalf of other claimants.

Sections 7and 8 are attached as follows:

7. Written Detailed Narrative Pages 1t0 9
8. Controller’s Revised Audit Report Exhibit _ A

9. CLAIM CERTIFICATION

This claim alleges an incorrect reduction of a
reimbursement claim filed with the State
Controller’'s Office pursuant to Government
Code section 17561. This incorrect reduction
claim is filed pursuant to Government Code
section 17551, subdivision (d). | 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.

Michael H. Fine, Deputy Superintendent
Business Services & Governmental Relations

/O[lﬁ{\l

Signature Date
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Filing Prepared by:

Keith B. Petersen, President
SixTen and Associates

P. O. Box 340430

Sacramento, California 95834-0430
Voice: (916) 419-7093

Fax: (916) 263-9701
kbpsixten@aol.com

BEFORE THE
COMMISSION ON STATE MANDATES
STATE OF CALIFORNIA

REVISED |
INCORRECT REDUCTION CLAIM OF:

RE: CSM 10-904133-1-10
2™ AUDIT

Chapter 498, Statutes of 1983
Education Code Section 48260.5

RIVERSIDE UNIFIED
Notification of Truancy (Revised)

School District
Annual Reimbursement Claims:
Claimant.

Fiscal Year 2003-04
Fiscal Year 2004-05
Fiscal Year 2005-06
Fiscal Year 2006-07

N s s St St st st st it st Nt st st s’ st et “wauat?’

INCORRECT 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 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
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Revised Incorrect Reduction Claim of Riverside Unified School District
498/83 Notification of Truancy-2nd Audit (Revised)

subdivision (d) of Section 17561.” Riverside Unified School District (hereafter “District”)

is a school district as defined in Government Code Section 17519. Title 2, CCR,
Section 1185 (a), requires the claimant to file an incorrect reduction claim with the
Commission.

Original Incorrect Reduction Claim-November 1, 2010

The Controller issued the original final audit report on February 5, 2010. The
District submitted an incorrect reduction claim on October 25, 2010. By letter dated
November 4, 2010, the Commission on State Mandates notified the District that the
incorrect reduction claim was received November 1, 2010, and accepted for filing.

This Revised Incorrect Reduction Claim

The Controller issued a revised final audit report on August 24, 2012. The
revised final audit report is attached as Exhibit “A.” The revised final audit report
constitutes a new and separate demand for repayment and an adjudication of the
claim. The Controller's revised audit report transmittal letter dated August 24, 2012,

states that the District may file a revised incorrect reduction claim if the District

disagrees with the audit findings, and there is no other dispute resolution process. 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 action. There are no regulations

specific to “revised” incorrect reduction claims, but the District infers the same three-
year period of limitations would be applicable for filing a “revised” incorrect reduction

claim in response to a “revised” audit report. Thus, this “revised” incorrect reduction
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Revised Incorrect Reduction Claim of Riverside Unified School District
498/83 Notification of Truancy-2nd Audit (Revised)

claim is timely filed.
PART Il. SUMMARY OF THE CLAIM
The Controller conducted a field audit of the District’s annual reimbursement
claims, for Fiscal Years 2003-04, 2004-05, 2005-06 and 2006-07, for the costs of
complying with the legislatively mandated program 498/83 Notification of Truancy.

Original Final Audit Report Dated February 5, 2010

As a result of the audit, the Controller determined that $326,088 of the claimed costs
were unallowable:

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

2003-04 $244,101 $ 33,358  $244,101 <$ 33,358>
2004-05 $272,234 § 38,699  $272,234 <$ 38,599>
2005-06 $243,123 §$ 27,708 $ 0 $215,415

2006-07 $226.423 $226.423 $ 46.437 <$ 46.437>

Totals $985,881 $326,088  $562,772 $ 97,021
The audit report states that the District was paid $562,772 for these annual claims and
concludes that the amount of $97,021 is due to the District.

Revised Final Audit Report Dated August 24, 2012

As a result of the first revised final audit report, the Controller determined that
$127,968 of the claimed costs were unallowable:
/
/
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Revised Incorrect Reduction Claim of Riverside Unified School District
498/83 Notification of Truancy-2nd Audit (Revised)

Fiscal Amount Audit SCO Amount Due

Year Claimed Adjustment Payments <State> District

2003-04 $244,101 $ 33,358 $210,743 $ 0
2004-05 $272,234 $§ 38,699 $233,635 $ 0
2005-06 $243,123 $ 27,708 $215415 § 0

2006-07 $226,423 $ 28303 $ O $198,120

Totals $985,881  $127,968  $659,793  $198,120
The revised audit report states that the District was paid $ 659,793 for these claims and
determined that the District is owed $198,120.

PART lll. PREVIOUS INCORRECT REDUCTION CLAIMS

FIRST AUDIT: The District previously filed an incorrect reduction claim for this
mandate program for Fiscal Years 1999-00, 2000-01, and 2001-02 on June 16, 2006.
The District filed a revised incorrect reduction claim for those fiscal years on August 26,
2008, in response to a revised audit report dated December 12, 2007. The District filed
a second revised incorrect reduction claim for those fiscal years on September 13,
2010, in response to a second revised audit report dated February 5, 2010. On April 8,
2013, the Controller issued a third revised audit report. The District determined that
there were no issues remaining in dispute and withdrew the original and two revised
incorrect reduction claims for the first audit by separate written notice to the
Commission, dated October 1, 2013.

/
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Revised Incorrect Reduction Claim of Riverside Unified School District
498/83 Notification of Truancy-2nd Audit (Revised)

SECOND AUDIT: The District previously filed an incorrect reduction claim for this
mandate program for Fiscal Years 2003-04, 2004-05, 2005-06 and 2006-07 on
November 1, 2010. This revised incorrect reduction claim is the result of a revised
Controller's audit report dated August 24, 2012.

The District is not aware of any incorrect reduction claims having been
adjudicated on the specific issues or subject matter raised by this incorrect reduction
claim.

PART IV. BASIS FOR REIMBURSEMENT

No change.

PART V. STATE CONTROLLER CLAIM ADJUDICATION

On February 5, 2010, the Controller issued the original audit of the District's
annual reimbursement claims for Fiscal Years 2003-04, 2004-05, 2005-06 and 2006-
07. A copy of the original audit report is included in the original incorrect reduction
claim. On August 24, 2012, the Controller issued the revised final audit report. A copy
of the revised audit report is attached as Exhibit “A.”

VI. CLAIMANT’'S RESPONSE TO THE STATE CONTROLLER
The District submitted its original incorrect reduction claim on November 1,
2010, in response to the original final audit report dated February 5, 2010. As a result
of the incorrect reduction claim, the Controller's revised final audit report dated August

24, 2012, modified Finding 3 “Noncompliant initial truancy notifications.”

/
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498/83 Notification of Truancy-2nd Audit (Revised)

PART VII. STATEMENT OF THE ISSUES

Finding1 Unsupported initial truancy notifications claimed

No change in District position. The audit report disallows 24 of the 17,943
notifications claimed in FY 2003-04, and 33 of the 19,134 notifications claimed in FY
2004-05. These amounts reduce the total number of notices subject to the statistical
extrapolation in Finding 2. In addition, the District believes the 454 unclaimed notices
(for Harrison and Hawthorne Elementary Schools) identified in Finding 2 for FY 2005-06
should be included in Finding 1 to increase the total number of claimable notifications
before the extrapolation of the statistical sampling findings, similar to how the FY 2003-
04 and FY 2004-05 reductions have been treated.
Finding2 Non-reimbursable initial truancy notifications claimed

No change in District position. The adjustments are the result of reductions in
the number of notices approved for reimbursement based upon the auditor’s
extrapolation of a random sample of truancy notifications. There is no legal or factual
basis to allow claimants to claim costs based on sampling and extrapolation, or for the
Controller to audit or make findings in the same manner.
Finding3 Noncompliant initial truancy notifications

The District withdraws this dispute as a result of the revised audit report. The
original audit report disallowed all of the claimed costs for FY 2006-07 because the
auditor concluded that the initial notifications did not completely comply with the

parameters and guidelines as to content because element six, the reference to Section
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Revised Incorrect Reduction Claim of Riverside Unified School District
498/83 Notification of Truancy-2nd Audit (Revised)

48264 arrest of minors, was not ihcluded. The revised audit report pro-rates the
adjustment to 12.5% of the total cost, which is satisfactory to the District. This finding
and fiscal year is not included in the extrapolation of the statistical sample.
Amount Paid by The State

This issue was not an audit finding. The amount of payments received from the
state is an integral part of the reimbursement calculation. The Controller changed
some of the claimed payment amounts received without a finding in the original or
revised audit report.

Fiscal Year of Claim

Amount Paid by the State 2003-04 2004-05 2005-06 2006-07
As Claimed $ 0 $ 0 $ 0 $ 0
Audit Report $244,101 $272,234 $ 0 $ 46,437
Revised Audit Report $210,743  $233,635 $215415 $ 0

The propriety of these adjustments cannot be determined until the Controller
documents the reason for the changes.
PART VIII. 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 498,
Statutes of 1983, Notification of Truancy, and relevant Education Code Sections,

represent the actual costs incurred by the District to carry out this program. These
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498/83 Notification of Truancy-2nd Audit (Revised)

costs were properly claimed pursuant to the Commission’s parameters and guidelines.
Reimbursement of these costs is required under Article XlIlIB, Section 6 of the California
Constitution. The Controller's adjustments deny 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 adjustments
without benefit of statute or regulation, the burden of proof is now upon the Controller to
establish a legal basis for these 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 the audit
report findings therefrom.

/
/
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Revised Incorrect Reduction Claim of Riverside Unified School District
498/83 Notification of Truancy-2nd Audit (Revised)

PART IX.CERTIFICATION

By my signature below, | hereby declare, under penalty of perjury under the laws
of the State of California, that the information inthis 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.

Executed on October ;;\_c,‘ ,2013, at Riverside, California, by

Michael H. Fine, Deputy Superintendent
Business Services & Governmental Relations
Riverside Unified School District

3380 Fourteenth Street

Riverside, CA 92501

Voice: 951-788-7135 x80423

Fax: 951-778-5668

email: mfine@rusd.k12.ca.us

PART X. APPOINTMENT OF REPRESENTATIVE

Riverside Unified School District appoints Keith B. Petersen, President, SixTen
and Associates, as its representative for this incorrect reduction claim.

W 7720~— (0/26/13

Michael H. Fine, Deputy Superintendent Date
Business Services & Governmental Relations
Riverside Unified School District

Attachments:
Exhibit"A":  Controller's revised audit report dated AuguSt 24,2012
The original incorrect reduction claim and its attached documents are available to the

public at the Commission on State Mandates web site:
http://www.csm.ca.gov/pendingclaims/nt8.shtml
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SCHOOL DISTRICT

Revised Audit Report
NOTIFICATION OF TRUANCY PROGRAM

Chapter 498, Statutes of 1983; Chapter 1023, Statutes of 1994;
Chapter 19, Statutes of 1995; and Chapter 69, Statutes of 2007

July 1, 2003, through June 30, 2007

JOHN CHIANG

California State Controller

August 2012
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JOHN CHIANG
Talifornia Btate Controller

August 24, 2012

Gayle Cloud, President

Board of Education

Riverside Unified School District
3380 14™ Street

Riverside, CA 92501

Dear Mrs. Cloud:

The State Controller’s Office audited the costs claimed by the Riverside Unified School District
for the legislatively mandated Notification of Truancy Program (Chapter 498, Statutes of 1983;

Chapter 1023, Statutes of 1994; Chapter 19, Statutes of 1995; and Chapter 69, Statutes of 2007)
for the period of July 1, 2003, through June 30, 2007.

This revised final report supersedes our previous report dated February 5, 2010. Our original
report did not allow reimbursement for initial truancy notifications that did not comply with the
program’s parameters and guidelines. We revised Finding 3 to allow partial reimbursement for
the fiscal year 2006-07 notifications that the district distributed. As a result, allowable costs
increased by $198,120 for the audit period.

The district claimed $985,881 ($987,881 less a $2,000 penalty for filing late claims) for the
mandated program. Our audit disclosed that $857,913 is allowable and $127,968 is unallowable.
The costs are unallowable because the district claimed unsupported, non-reimbursable, and non-
compliant initial truancy notifications. The State paid the district $659,793. The State will pay
allowable costs claimed that exceed the amount paid, totaling $198,120, contingent upon
available appropriations.

The district previously filed an Incorrect Reduction Claim (IRC) with the Commission on State
Mandates (CSM) on November 1, 2010. The district may file an amended IRC based on this
revised final audit report. 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 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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Gayle Cloud, President -2~ August 24, 2012

cc: Richard L. Miller, Ph.D., Superintendent
Riverside Unified School District
Michael H. Fine, Deputy Superintendent
Business Services and Governmental Relations
Riverside Unified School District
Timothy Walker, Executive Director of Pupil Services/SELPA
Riverside Unified School District
Annette Alvarez, Fiscal Services Manager
Riverside Unified School District
Gerald P. Colapinto, President
Board of Education
Riverside County Office of Education
Scott Hannan, Director
School Fiscal Services Division
California Department of Education
Carol Bingham, Director
Fiscal Policy Division
California Department of Education
Thomas Todd, Assistant Program Budget Manager
Education Systems Unit
Department of Finance
Jay Lal, Manager
Division of Accounting and Reporting
State Controller’s Office
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Riverside Unified School District Notification of Truancy Program

Revised Audit Report

Summary The State Controller’s Office (SCO) audited the costs claimed by the
Riverside Unified School District for the legislatively mandated
Notification of Truancy Program (Chapter 498, Statutes of 1983; Chapter
1023, Statutes of 1994; Chapter 19, Statutes of 1995; and Chapter 69,
Statutes of 2007) for the period of July 1, 2003, through June 30, 2007.

The district claimed $985,881 ($987,881 less a $2,000 penalty for filing
late claims) for the mandated program. Our audit disclosed that $857,913
is allowable and $127,968 is unallowable. The costs are unallowable
because the district claimed unsupported, non-reimbursable, and non-
compliant initial truancy notifications. The State paid the district
$659,793. The State will pay allowable costs claimed that exceed the
amount paid, totaling $198,120, contingent upon available
appropriations.

Background Education Code section 48260.5 (added by Chapter 498, Statutes of
1983) originally required school districts, upon a pupil’s initial
classification as a truant, to notify the pupil’s parent or guardian by first-
class mail or other reasonable means that: (1) the pupil is truant; (2)
parents or guardians are obligated to compel the pupil’s attendance at
school; (3) parents or guardians who fail to meet this obligation may be
guilty of an infraction and subject to prosecution; (4) alternative
educational programs are available in the district; and (5) they have the
right to meet with appropriate school personnel to discuss solutions to
the pupil’s truancy.

Chapter 1023, Statutes of 1994, amended Education Code section
48260.5 to require school districts to notify the pupil’s parent or guardian
that (1) the pupil may be subject to prosecution; (2) the pupil may be
subject to suspension, restriction, or delay of the pupil’s driving
privilege; and (3) it is recommended that the parent or guardian
accompany the pupil to school and attend classes with the pupil for one
day. However, the Commission on State Mandates (CSM) did not amend
the program’s parameters and guidelines until January 31, 2008
(effective July 1, 2006). Therefore, until June 30, 2006, districts are
eligible for mandated program reimbursement if they notify a parent or
guardian of the first five elements,

Education Code section 48260 originally defined a truant pupil as one
who is absent from school without a valid excuse for more than three
days or who is tardy in excess of 30 minutes on each of more than three
days in one school year. Chapter 1023, Statutes of 1994, and Chapter 19,
Statutes of 1995, amended Education Code section 48260 and
renumbered it to section 438260, subdivision (a), stating that a pupil is
truant when he or she is absent from school without valid excuse three
full days in one school year or is tardy or absent for more than any 30-
minute period during the school day without a valid excuse on three
occasions in one school year, or any combination thereof. However, the
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Riverside Unified School District

Notification of Truancy Program

Objective, Scope,
and Methodology

CSM did not amend the program’s parameters and guidelines until
January 31, 2008 (effective July 1, 2006). Therefore, for mandate-
reimbursement purposes, until June 30, 2006, a pupil is initially
classified as truant upon the fourth unexcused absence.

On November 29, 1984, the State Board of Control (now CSM)
determined that Chapter 498, Statutes of 1983, imposed a state mandate
upon school districts reimbursable under Government Code
section 17561.

The parameters and guidelines establish the state mandate and define
reimbursement criteria. The CSM adopted parameters and guidelines on
August 27, 1987, and amended them on July 22, 1993, and January 31,
2008. In compliance with Government Code section 17558, the SCO
issues claiming instructions to assist local agencies and schools districts
in claiming mandated program reimbursable costs.

We conducted the audit to determine whether costs claimed represent
increased costs resulting from the Notification of Truancy Program for
the period of July 1, 2003, 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. Except for the following issue, 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 were unable to assess
fraud risk because the district did not respond to our inquiries regarding
fraud assessment. The district did not respond based on its consultant’s
advice. As a result, we increased our substantive testing; however, this
would not necessarily identify a fraud or abuse that may have occurred.

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.

128




Riverside Unified School District

Notification of Truancy Program

Conclusion

Views of
Responsible
Official

Restricted Use

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, the Riverside Unified School District claimed
$985,881 ($987,881 less a $2,000 penalty for filing late claims) for costs
of the Notification of Truancy Program. Our audit disclosed that
$857,913 is allowable and $127,968 is unallowable.

For the fiscal year (FY) 2003-04 claim, the State paid the district
$210,743 from funds specifically appropriated for mandated program
claims. Our audit disclosed that the entire amount is allowable.

For the FY 2004-05 claim, the State paid the district $233,635 from
funds specifically appropriated for mandated program claims. Our audit
disclosed that the entire amount is allowable.

For the FY 2005-06 claim, the State paid the district $215,415 from
funds appropriated under Chapter 724, Statutes of 2010. Our audit
disclosed that the entire amount is allowable.

For the FY 2006-07 claim, the State made no payment to the district. Our
audit disclosed that $198,120 is allowable. The State will pay that
amount, contingent upon available appropriations.

We issued a draft audit report on November 20, 2009. Michael H. Fine,
Deputy Superintendent, responded by letter dated December 14, 2009
(Attachment). The district disagreed with Findings 2 and 3, and stated

that it does not dispute Finding 1 at this time. We issued the final audit
report on February 5, 2010.

Subsequently, we revised our audit report to allow partial reimbursement
for non-compliant initial truancy notifications that the district distributed
in FY 2006-07. We revised Finding 3 to reduce unallowable costs from
$226,423 to $28,303. We advised Annette Alvarez, Fiscal Services
Manager, of the revision.

This report is solely for the information and use of the Riverside Unified
School District, the Riverside County Office of Education, the California
Department of Education, 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

August 24, 2012

-3-
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Riverside Unified School District Notification of Truancy Program

Revised Schedule 1—
Summary of Program Costs
July 1, 2003, through June 30, 2007

Actual Costs  Allowable Audit
Cost Elements Claimed __per Audit Adjustment Reference '
July 1, 2003, through June 30, 2004
Number of initial truancy notifications 17,943 15,501 (2,442) Findings 1,2
Uniform cost allowance X $13.66 x $13.66 x $13.66
Total costs? $ 245,101 § 211,743 § (33,358)
Less late penalty (1,000) (1,000) —
Total program costs $ 244,101 210,743 $§ (33,358)
Less amount paid by the State (210,743)
. Allowable costs claimed in excess of (less than) amount paid 5 —
July 1, 2004, through June 30, 2005
Number of initial truancy notifications 19,134 16,431 (2,703) Findings 1,2
Uniform cost allowance X $1428 x $14.28 x $14.28
Total costs $ 273,234 § 234,635 $ (38,599)
Less late penalty (1,000) {(1,000) —
Total program costs $ 272,234 233,635 $ (38,599
Less amount paid by the State (233,635)

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

July 1, 2005, through June 30, 2006

Number of initial truancy notifications 15,645 13,862 (1,783)
Uniform cost allowance x $1554 x $15.54 x $15.54
Total program costs $ 243,123 § 215415 §$ (27,708)
Less amount paid by the State * (215,415)
Allowable costs claimed in excess of (less than) amount paid $ —

July 1, 2006, through June 30, 2007

Number of initial truancy notifications 14,020 14,020 —
Uniform cost allowances X $16.15 x §$16.15 x $16.15

Subtotal $ 226,423 $ 226423 $ —
Noncompliant initial truancy notifications — (28,303) (28,303)
Total program costs $ 226,423 $ 198,120 § (28,303)
Less amount paid by the State —

Allowable costs claimed in excess of (less than) amount paid $ 198,120

4
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Riverside Unified School District Notification of Truancy Program

Revised Schedule 1 (continued)

Actual Costs  Allowable Audit
Cost Elements Claimed per Audit  Adjustment Reference '
Summary: July 1, 2003, through June 30, 2007
Total costs $ 987,881 $ 859,913 §$ (127,968)
Less late claim penalty (2,000) (2,000) —
Total program costs $ 985,381 857,913 $ (127,968)
Less amount paid by the State (659,793)

Allowable costs claimed in excess of (less than) amount paid $ 198,120

' See the Revised Findings and Recommendations section.
? Calculation differences due to rounding.

’ Payment from funds appropriated under Chapter 724, Statutes of 2010 (Assembly Bill No. 1610).
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Riverside Unified School District Notification of Truancy Program

Revised Findings and Recommendations

FINDING 1— The district claimed $799 in unsupported initial truancy notifications for
Unsupported initial fiscal year (FY) 2003-04 and FY 2004-05 because attendance records did
truancy notifications not support the number of initial truancy notifications claimed.

claimed

For FY 2003-04 and FY 2004-05, the district claimed 17,943 and 19,134
initial truancy notifications, respectively. However, its attendance
records supported only 17,919 and 19,101 notifications, respectively, for

the same fiscal years. The overstated number of truancy notifications
totaled 57.

The following table summarizes the unsupported initial truancy
notifications claimed:

Fiscal Year
2003-04 2004-05 Total

Number of elementary school initial

notifications documented 9,214 9,395
Number of secondary school _
initial notifications documented 8,705 9,706
Total number of initial truancy
notifications documented 17,919 19,101
Less number of initial truancy
notifications claimed (17,943)  (19,134)
Overstated number of initial truancy
notifications 24) (33) (57)
Uniform cost allowance x $13.66 x $14.28
Audit adjustment § (3288 (@I $ (799

The program’s parameter’s and guidelines require the district to provide
documentation that supports the total number of initial truancy
notifications distributed. In specifying reimbursable costs, the parameters
and guidelines state that districts shall be reimbursed for the costs to
identify truant pupils, prepare and distribute by mail or other method the
forms to parents or guardians, and perform associated recordkeeping.
The program reimburses claimants based on a uniform cost allowance
and the number of eligible initial truancy notifications documented.

Recommendation

We recommend that the district claim the number of allowable initial
truancy notification letters that its records support.

District’s Response

This finding adjusts the total notifications claimed to the number of
audited notifications “supported” by District documentation. The
audited decrease in the number of notices is 57 less for FY 2003-04 and
FY 2004-05. This District has no additional documentation available at
this time to support the 57 notices. The District does not dispute this
finding at this time.
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FINDING 2—
Non-reimbursable
initial truancy
notifications claimed

SCO’s Comment

Our finding and recommendation are unchanged. The district did not
provide additional documentation to refute the audit finding.

The district overstated allowable initial truancy notifications by $98,866
during the audit period. This amount is net of the adjustment in Finding 1
totaling $799 in costs claimed that were not supported by the district’s
attendance records and $5,237 of reimbursable elementary school costs
the district did not claim for FY 2005-06.

The district claimed initial truancy notifications for students who did not
accumulate the required number of unexcused absences or tardiness
occurrences to be classified as truant under the mandated program. In
addition, the district’s attendance records supported 454 more initial
truancy notifications than it claimed for Harrison and Hawthorne
Elementary Schools.

The district accounts for elementary and secondary school attendance
differently; therefore, we stratified the population into two groups for
each year. For each group of students, we selected a statistical sample of
initial truancy notifications based on a 95% confidence level, a precision
rate of +/-8%, and an expected error rate of 50%. We chose our statistical
sample from the population of initial truancy notifications that the district
documented. We used statistical samples so that we could project the
sample results to the population for each group.

The district claimed unallowable initial truancy notifications for students
who accumulated fewer than four unexcused absences or tardiness
occurrences during the fiscal year. (Some of these students accumulated
fewer than three unexcused absences or tardiness occurrences.)

The following table summarizes unallowable initial truancy notifications
claimed:

Fiscal Year
2003-04  2004-05  2005-06 Total

Elementary Schools

Number of unallowable initial
truancy notifications from

statistical sample (36) (40) (38)
Statistical sample size + 148 -+ 148 =+ 147
Unallowable percentage (24.32)% (27.03)% (25.85)%
Population sampled ' x 9214 x 9395 x 7562

Extrapolated number of
unallowable initial truancy

notifications (2,241)  (2,539) (1,955)

Uniform cost allowance x$13.66 x$14.28 x$15.54

Unallowable costs, elementary

schools $(30,612) $(36,257) $(30,381) $ (97,250)
-7-

133




Riverside Unified School District

Notification of Truancy Program

Fiscal Year
2003-04  2004-05  2005-06 Total
Secondary Schools
Number of unallowable initial
truancy notifications from :
statistical sample 3) 2) 3)
Statistical sample size + 148 + 148 =+ 147

Unallowable percentage -

: 2.03)% (1.35% (2.04)%
Population sampled

x 8,705 x 9,706 x 8,083

Extrapolated number of
unallowable initial truancy
notifications Q177 (131) (165)

Uniform cost allowance x$13.66 x$14.28 x §15.54

Unallowable costs, secondary
schools

Audit adjustment, unallowable

initial truancy notifications
claimed

$ (2,418) $ (1,871 $ (2,564) (6,853)

$(33,030) $(38,128) $(32,945) $(104,103)

' Net of unsupported truancies identified in Finding 1. For FY 2005-06, the population
of elementary schools sampled totaled 8,016 (7,562 claimed and 454 unclaimed).

The following table summarizes unclaimed allowable initial truancy
notifications:

Fiscal Year
2005-06
Elementary Schools
Understated number of initial truancy notifications 454
Allowable percentage *x 74.15%

Extrapolated number of unclaimed allowable initial truancy _
notifications 337

Uniform cost allowance % $15.54
Audit adjustment, unclaimed initial truancy notifications $ 5237

The following table summarizes the unallowable initial truancy
notifications claimed net of unclaimed notifications:

Fiscal Years
2004-05

2003-04 2005-06 Total

Audit adjustment, unallowable
initial truancy notifications

claimed $(33,030) $ (38,128) $ (32,945) $(104,103)
Audit adjustment, unclaimed
initial truancy notifications — — 5,237 5237

Total audit adjustment $(33,030) $ (38,128) $ (27,708) $ (98,866)

Education Code section 48260, subdivision (a), as amended in 1994
states:

Any pupil subject to compulsory full-time education or to compulsory
continuation education [emphasis added] who is absent from school
without valid excuse three full days in one school year or tardy or
absent for more than any 30-minute period during the schoolday {sic]
without a valid excuse on three occasions in one school year, or any
combination thereof, is a truant. . . .

8-
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Education Code section 48200 states that children between ages 6 and 18
are subject to compulsory full-time education. Therefore, student
absences that occur before the student’s 6" birthday or after the student’s

18™ birthday are not relevant when determining whether a student is a
truant.

For the audit period, the parameters and guidelines state that initial
truancy occurs when a student is absent from school without a valid
excuse more than three days or is tardy in excess of 30 minutes on each
of more than three days in one school year. The Commission on State
Mandates (CSM) did not amend the parameters and guidelines until July
1, 2006. Therefore, for the audit period, an initial truancy notification is
reimbursable only when a student has accumulated four or more

unexcused absences or tardiness occurrences while between ages 6 and
18.

Effective July 1, 2006, the CSM adopted amended parameters and
guidelines for the Notification of Truancy Program. The amended
parameters and guidelines state:

A truancy occurs when a student is absent from school without valid
excuse three (3) full days in one school year, or is tardy or absent
without valid excuse for more than any thirty (30) - minute period
during the school day on three (3) occasions in one school year, or any
combination thereof.

Recommendation

We recommend that the district claim initial truancy notification costs for
only those students who accumulate three or more unexcused absences or
tardiness occurrences between ages 6 and 18, in accordance with
Education Code sections 48200 and 48260, subdivision (a).

District’s Response

Audit by sampling

The draft audit report states that this finding is based on a statistical
sample of truancy notifications actually examined for the three fiscal
years. A sample of 147 or 148 notifications was selected for both
elementary and secondary schools each year, or a total of 886
notifications for the three years for which there are findings. Based on
the claimed number of notifications for the three years (52,722), it
appears the sample size is approximately 1.7 percent. The results from
this review of less than two-percent of the total number of notices were
extrapolated to the universe and the claims were adjusted based on the
extrapolation.

The draft audit report has cited no statutory or regulatory authority to
allow the Controller to reduce claimed reimbursement based on an
extrapolation of a statistical sample. The Controller does not assert that
the claimed costs were excessive or unreasonable, which is the only
mandated cost audit standard in statute (Government Code Section
17561(d)(2)). It would, therefore, appear that the entire findings are
based upon the wrong standard for review.

135




Riverside Unified School District

Notification of Truancy Program

Aside from the legal basis for sampling, there are potential factual
problems with the sample students selected. The ultimate risk for
extrapolating findings from a sample is that the conclusions obtained
from the sample may not be representative of the universe. That is, the
errors perceived from the sample do not occur at the same rate in the
universe. That is what has occurred in this audit. For example,
kindergarten students present in the sample are more likely to be
excluded because of the under-age issue, which makes these samples
non-representative of the universe. Also, if any of the notices excluded
for being under-age or over-age are for students who are special
education students, these samples would also not be representative of
the universe since the possibility of a special education student being
under-age or over-age is greater than the entire student body.

Number of absences required for the initial notification

About one-half of the sampled notifications disallowed were deemed
unallowable because the students had only three absences during the
school year. Education Code Section 48260 was amended, effective
January 1, 1996, to require a student to be classified as a truant after
only three tardies or absences, rather than the four previously required.
However, the Parameters and Guidelines were not amended until

January 31, 2008 (effective July 1, 2006), to reflect the change in
statute.

The Controller’s auditors have chosen to enforce the definition of a
truant as it was stated in the Parameters and Guidelines prior to the
amendment, even though it contradicts a statute in effect during the
audit period. The District properly complied with state law when it
issued truancy notifications after three absences, rather than waiting for
a fourth absence as required by the Parameters and Guidelines.
Therefore, the Controller’s adjustment is without legal authority.

Age of student

Many of the sampled notifications were disallowed because the student
was younger than six years or older than 17 years, which is outside the
scope of the compulsory attendance law (Education Code Section
48200). However, the District has distinct statutory duties to enroll
some children who are five years old by December 2 of the year of
enrollment as well as continue to enroll special education students
through age 21. To the extent that these particular circumstances occur
for any of the sampled students, the disallowance is without legal
authority and the sampled student is statistically not representative of
the universe.

The adjustments that result from the statistical sampling should be
withdrawn as factually incorrect and unsupported by law.

SCO’s Comment

Our finding and recommendation are unchanged. The district did not
provide additional documentation to refute the audit finding. We have
the following comments on the district’s response:

-10-
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Audit by Sampling

The district concludes that the SCO based its audit finding on the “wrong
standard for review” and that the SCO may reduce only those claims that
it determines to be excessive or unreasonable. We disagree. 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. 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.”

The SCO did, in fact, conclude that the district’s claim was excessive.
“Excessive” is defined as “exceeding what is usual, proper, necessary
[emphasis added], or normal.”* The district’s mandated cost claims
exceeded the proper amount based on the reimbursable costs that the
parameters and guidelines identify.

The SCO conducted its audit according to generally accepted
government auditing standards (Government Auditing Standards, issued
by the U.S. Government Accountability Office, July 2007). Government
Auditing Standards, section 1.03 states, “The professional standards and
guidance contained in this document.. .provide a framework for
conducting high quality government audits and attestation engagements
with competence, integrity, objectivity, and independence.” Generally
accepted government auditing standards require the auditor to obtain
sufficient, appropriate evidence to provide a reasonable basis for the
findings and conclusions. The standards recognize statistical sampling as
an acceptable method to provide sufficient, appropriate evidence.

The district believes that the sample results may not be representative of
the universe because the audit sample included kindergarten students,
who are more likely to be excluded due to the under-age issue. The
district also states that the possibility that a special education student is
under-age or over-age is “greater than [that of] the entire student body,”
and the inclusion of special education students in the tested sample is
“non-representative of the universe.” In fact, the opposite is true. An
appropriate random, statistical sample may include some kindergarten
and special education students because those students are part of the
truancy population. The district’s response provides no evidence
showing that the audit sample included a disproportionate number of
kindergarten or special education students compared to the truancy
population.

Number of Absences Required for the Initial Notification
The district does not distinguish between its statutory responsibility and

mandate-related reimbursable costs. Reimbursable costs are limited to
allowable costs identified in the mandated program’s parameters and

' Merriam-Webster Collegiate Dictionary, Tenth Edition, 2001.

-11-
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FINDING 3—
Noncompliant initial
truancy notifications

guidelines. For the audit period (excluding FY 2006-07), the parameters
and guidelines state that an initial truancy occurs when a student is
absent from school without a valid excuse more than three days or is

tardy in excess of 30 minutes on each of more than three days in one
school year.

Pursuant to Government Code section 17550 et al., school districts are
responsible for identifying state-mandated costs and filing test claims for
reimbursement of those costs. This district, and all other California
school districts, failed to file a test claim in response to Chapter 1023,
Statutes of 1994. This legislation amended Education Code section
48260 and renumbered it to Education Code section 48260, subdivision
(a), revising the definition of initial truancy.

Age of Student

The district does not distinguish between its statutory responsibility to
enroll students versus its responsibility to issue initial truancy
notification letters. Although the district might be obligated to enroll
students younger than age 6 or older than age 17, those students are not
subject to compulsory attendance requirements. Therefore, for initial
truancy notification purposes, it is irrelevant whether students are absent
when they are younger than age 6 or older than age 17.

The district claimed unallowable costs totaling $28,303. The costs are
unallowable because the district distributed initial truancy notifications in
FY 2006-07 that did not contain all eight items required by the
parameters and guidelines.

Effective July 1, 2006, the parameters and guidelines require that
districts  distribute initial truancy notification forms that notify
parents/guardians of the following eight items:

1. The pupil is truant.

2. The parent or guardian is obligated to compel the attendance of the
pupil at school.

3. Parents or guardians who fail to meet this obligation may be guilty of
an infraction and subject to prosecution pursuant Article 6
(commencing with section 48290) of Chapter 2 of Part 27 of the
Education Code.

4, Alternative educational programs are available in the district.

5. The parent or guardian has the right to meet with appropriate school
personnel to discuss solutions to the pupil’s truancy.

6. The pupil may be subject to prosecution under Education Code
section 48264,

-12-
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7. The pupil may be subject to suspension, restriction, or delay of the
pupil’s driving privileges pursuant to Vehicle Code section 13202.7.

8. It is recommended that the parent or guardian accompany the pupil
to school and attend classes with the pupil for one day.

The district distributed initial truancy notifications that did not include
the sixth item listed above. Therefore, 1/8 (12.5%) of the unit cost

allowance for each notification is unallowable.

The following table summarizes the audit adjustment:

Fiscal Year
2006-07
Number of noncompliant initial fruancy notifications 14,020
Uniform cost allowance x §16.15
Subtotal 226,423
Unallowable percentage : x (12.5)%
Audit adjustment $ (28,303)

Recommendation

We recommend that the district revise its initial truancy notifications to

comply with the minimum requirements specified in the parameters and
guidelines.

District’s Response

The draft audit report states in the “Background” section, on page 1,
that the Commission amended the parameters and guidelines on
January 31, 2008. Therefore, the Disirict could not have been on notice
of the retroactive effect to FY 2006-07 until the amended parameters
and guidelines were adopted and included in the next update of the
claiming instructions for this program, which was after FY 2006-07.

Notwithstanding, the District initial notification of truancy more than
substantially complies with Education Code Section 48260.5. The
notice provides a summary of the code section, but does not
specifically cite Section 48264. Section 48264, which states that truants
are subject to arrest, has been state law in some form since 1903. It
permits discretionary noncriminal custody arrests during school hours
of students away from home and not in school. A Section 48264
detention does not depend on the occurrence or documentation of either
three or four or more absences or tardies and thus a Section 48260.5
notice is not a condition precedent to the enforcement of Section
48264. The student is subject to this penalty at any time, before and
after the Section 48260.5 notice, so the lack of citation of Section
48264 in the initial notification of truancy is subsiantively insignificant.

The adjustment should be rescinded as unnecessary and punitive.

13-
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OTHER ISSUE—
Public records
request

SCO’s Comment

Subsequent to our final audit report issued February 5, 2010, we revised
Finding 3 to allow a prorated amount of the unit cost allowance for

noncompliant initial truancy notifications. Our recommendation is
unchanged.

The district asserts that it was not “on notice” of the retroactive effect to
FY 2006-07, as the program’s parameters and guidelines were amended
on January 31, 2008. We disagree. Chapter 1023, Statutes of 1994,
required the district to notify parents/guardians of the eight specific items
noted in this audit finding. Therefore, the district has been “on notice” of
its statutory obligation since that time. The recent amendment to the
parameters and guidelines simply aligns these guidelines with the
Education Code for mandate-reimbursement purposes.

The district agrees that its FY 2006-07 initial truancy notification is
missing a required element, as it does not state “the pupil may be subject
to prosecution under Education Code section 48264.” Nevertheless, the
district believes it should be reimbursed because its notification “more
than substantially complies with Education Code Section 48260.5.” In
addition, the district believes that our reference to Education Code
section 48264 is “substantively insignificant” because enforcement under
the section is not dependent on the number of unexcused absences that
the pupil accumulates. We disagree on both counts. The parameters and
guidelines do not provide reimbursement for “substantial compliance.”
In addition, the matter of when a district may enforce the provisions of
Education Code section 48264 is irrelevant. The parameters and
guidelines require that initial truancy notifications include the
information provided in Education Code section 48260.5, subdivision ().
The district’s notifications did not include the required information;
therefore, only a prorated portion of the unit cost allowance is allowable.

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 relevant to the findings, and
specifically, the Controller’s legal authority to use statistical sampling
to adjust claims and to disallow notices sent to students whose
attendance is otherwise required by law.

Government Code section 6253, subdivision (c), requires the state
agency that is the subject of the request, within ten days from receipt of
a request for a copy of records, to determine whether the request, in
whole or in part, seeks copies of disclosable public records in your
possession and promptly notify the requesting party of that
determination and the reasons therefore. Also, as required when so

notifying the District, please state the estimated date and time when the
records will be made available.

SCO’s Comment

The SCO provided the district the requested records by separate letter
dated January 26, 2010.

-14-
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Draft Audit Report
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Hin L, Spane, Chiel.
Mandated Cost Audits Buregiii
Divigion of Audlis

State Controller's Offie

PO, Box 942850
Sacramento, CA 942303874

Rer Chapter 498, Statutes of 1983
Notiftcation of Truaney
Fiscal Years: 2003-04, 2004-035, 2005-06, 2006-07
Riverside Unified School Distdet

Dear Mr. Spana;

This Jetter is she response of the Riverside Unified Schoo! Distriet to the letter from
Jeflrey V. Browntield, Chief, Division of Audits, dated November 20, 2009, and received
by the District on December 1, 2009, that tansmitted the draft audit report of the
Distriet’s Notification of Trugney mandate reimbursensent elaimy for the period of July 1,
2003 through June 34, 2007,

FINDING (- 1,3';1'sup.paried'iaiﬂitl'tmamymﬂiﬁéuﬁem claimed

This finding adjusts the total notifications elaimed 1o the munber of audited notifications
“supported” by District docuraentation, The sudited decrease In the number of notices is
57 less {or FY 2003-04 and FY 2004-05. This Digteiet has no additional documentation
available at this oe 1o support the 57 notices. The District does ot dispute this finding
at this Uine,

FINDING 2- Now-reimbursable initial truaney notifications claimed

The drafl audit report concludes that the Distrier claimed costs for non-reimbursable
itial trummey notifications i the amount of $98,866 for FY 2003-04, FY 2004-03, and
FY 2003-06. There is no adjustment in this linding for FY 2006-07 as 4 result of Finding

A
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The drafl audit report states- that this fioding is based on 8 statistical sample of truancy
notifications actually exantned for the three fiscal veurs. A sample of 147 or 148
nulifications was selecied for both elementary and secondary schools each yeur, or a total
ol 8¥6 nolifications Tor the three years for which there are findings, Buased on the
cluimed number of notifications for the three years (52,7225, it uppears the sample size is
approximately 1.7 peccent. The results from this review of less than two-percent of the
total nuraber of notices were extrapolated 1o the universe and the clims were sdjusted
based on the extrapolation,

- Thee drafl wudit report s cited no statutory or regulatory authority to allow thie Controller
to reduee clained refmbursement bused. 0 an exir{qwlamn of a statistical sample. The
Controller does not assert that the claiméd eosts wers excessive or unreasonable, which is
fhie only mandated cost audit standard in’ statule {Governmem Code Section 17561{d)
(230 It would, therefore, appear that the entire findings are based upon the wrong
standard for review.

Aside from the legal basis for sampling. there are potentinl fictual problems with the
sample students selected,  The ultimate sisk for extrapolating {indings frons a sample is
that the conclusions abisined Trom the-sample may not be representative of the universe,
That is. the errors perceived from the sample do not oceur at the same e in the
wiverse. Thit is shat bas oceurred i this oudit, For example, kindergarien students
present in the sample are more likely 10 be excluded because of the undwagge fssue,
which mekes these simples non-representative of the universe. Also, if any of the notices
excluded for being under-age or over-age are for students who are special education
students, these samples would also not be representative: of the universe since the
possibility of o special education student being under-age ot over-age is greater than the
entire student body,

About ene-hall of the sampled nodfications disallowed were desmed wnaflowable
because the students had only three abseaces during the school year, Education Code

Section 48260 was amended, effective January 1, 1996, (o requive a student 1o be
classified as a truant after only three tardies or absences, rather than the four previously
required, However, the Paramcters and Guidelings were not amended until January 31,

2008 (effective July 1, 2006), 10 reflect the change ii stitute,

The Controller's auditors have chosen o enforee the definition of a truant as it was stated
in the Parameters and Guidelines prior to the amendment, even though it contradicts u
statute in effect during the audit period. The District properly complied with state law
when if issued tousncy notilications after three sbsences, rather than waiting for a fourth

SHE QOMUORITY  DIERSE JHAENGED. FREFAIED
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absence as required by the Pargmeters and Guidolines,  Therefore, the ControHer's
adjustment is without lepal authority,

A of student

Miny of the sampled natifications were disallowed because the student was younger than
six years or older than 17 years, which is oulside fhe scope of the compulsory attendance
law (Edueation Code Section 48200y, However, the Distriet has distinet statwtory duties
to eniroll some children who are five years old by December 2 of the year of enrolimient
a3 well as contirue 10 enroll special education students through age 21, To the extent that
these parteudar circnmstances oceur for any of the sampled studenis, the disatlowance i

~without legal authority and the sempled student is statistically not representative of the
universe,

The adjustments that resolt from e statistical sampling should be withdrawe as factually
incarrecl and wisupported by law.

FINDING 3- Noncompliknt initial tunncy notifientions

The deaft audit report dxsallm% all {$22{§ 423} of the FY 2006-07 notices as
noncomphiant with Section. 48260.5 since tem six {the reference 1o Section 48264 nerest
of minors) of the elght notice elements. was nat ncluded. The dmaft audit states that
effective July 1, 2006, the parameters and guidetines require that districss disiribute initinl
IRy muﬁemicm forms with the cight potice slements,

The dralt sudit report states in the “Background” seetion; on page 1, that the Commission
amended the parameters amd guidelines. on Jandary 31, 2008, Therefore, the District
coudd not have been on notice of the retroattive.efiect 1o FY 2006-07 unfil the amended
parameters and gidelines were adopted and ncluded in the next update of the claiming
instructions for this program, which was. ai‘tm FY- "t}(}&(}?

Nowwitlstanding, e District initial notification of {runncy. tore than substantially
complies with Education Code Section 48260.5, The notice provides a summary ol the
code section, but does not specifically cite Section 48264, Section 48264, which states
thut truants are subject to arrest, hus boen state-law in some forn dince 1903, It permils
discretionary noscrimingl costody arrests duriog school hous of students away from
home and not in school, A Seetion 48264 detention does aot depend on the occutrones of
documentation of cither thyee or four or more absences or tardies and this & Section
48260.5 notice is not i condition precedent w-the enforcentent of Section 48264, The
student is subject o this penalty st any tine, before and after the Secdon 48260.5 notice,
so the lack of citaton of Seeton 48264 in the initial nolilication of truaney is
substantively insigaificant,

The udjustinesst should be rescinded as unnecessary and punitive,
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The District requeests that the Controller provide the District any and all writien
instructions, memorandums, or sther writings in effect and applicable during the claiming
peciod relevant to the findings, and specifically, the Controlier's legal authority to use
statistical sumpling 1o adjust clelms and 1o disallow psotices sent to- students whose
attendanee is vilernise required by law,

Government Code section 6233, subklivision {¢), requives the state agency that is the
subject of the request, within ten days from receipt of o cequest for a copy of reeords, to
detenmine whether the request, in-whole or in part, seeks enpies of disclosable public
records i your possession and promptly notify the requesting party of that determination
and the reasons therefore, Also, as required when so notifving the Distriet, please state
the estinnaied date and thne when the records will be made available,

Sinewrely,

Michaet H: Fine, Deputy Superintendent
Business Services & Governmendal Relaions

N COMINBITY LIVERBE, CHRLENERT, BRERARED

145




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

http://www.sco.ca.gov

S09-MCC-034

146




Table of Contents

State of California School Mandated Cost Manual
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FILING A CLAIM ecember 1o,
Commission on
. State Mandates
1. Introduction

The law in the State of California, (GC Sections 17500 through 17617), 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 Commission on State Mandates
(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
entitlement 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 entittement 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 09/04 Filing a Claim, Page 1
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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 2003-04 fiscal year may be filed by January 15, 2005, 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 school districts and county
superintendent of schools, 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 school district and
county superintendent of schools 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, entitlement claims and supporting
documents should be filed by January 15, following the third fiscal year used to develop the
entitlement claim, to permit an orderly processing of claims. When the claims are approved and
a base year entitlement 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 6.

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

Revised 09/04 Filing a Claim, Page 2

148



Table of Contents

State of California School Mandated Cost Manual

3.

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.

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 entittement. The form FAM-43 is included in the claiming instructions for SMAS
programs. 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.

Minimum Claim Amount

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.

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, entitlement 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.
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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 60 days of the filing deadline for the claim, or
15 days after the date the appropriation for the claim is effective, whichever is later. 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 cost is allocable to a particular cost objective identified in the Parameters and Guidelines.

3. 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 should not be claimed as direct program costs unless
specified as reimbursable under the program’s Parameters and Guidelines. These costs 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 county that has submitted reimbursement claims (or entitlement
claims) for three consecutive fiscal years. A base year entittement amount is determined by
averaging the approved reimbursement claims (or entitlement claims) for 1982-83, 1983-84, and
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1984-85 years or any three consecutive fiscal years thereafter. The amounts are first adjusted by
any change in the Implicit Price Deflator (IPD), which is applied separately to each year's costs for
the three years 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 entittement 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 average daily attendance.

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 entitlement. An "entitlement claim”
means any claim filed by a school district 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 school district 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
entitlement 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:

(&) Productive Hourly Rate Options

A school district may use one of the following methods to compute productive hourly rates:
¢ Actual 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
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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.

*

1,800 annual productive hours excludes the following employee time:

o Paid holidays

0 Vacation earned

o Sick leave taken

o Informal time off

0 Jury duty

o Military leave taken.

(b) Compute a Productive Hourly Rate

1.

2.

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.

Table1 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, multiply the biweekly salary by 26. To convert a monthly salary to
EAS, multiply the monthly salary by 12. Use the same methodology to convert other
salary periods.

A claimant may also compute the productive hourly rate by using the "Percent of Salary
Method."

Table 2 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 31.15 %

Description:

EAS = Employee's Annual Salary APH = Annual Productive Hours

FBR = Fringe Benefit Rate PHR = Productive Hourly Rate
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e Asillustrated in Table 3, both methods produce the same productive hourly rate.

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:

e The amount of compensation is reasonable for the service rendered.

e 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.

e 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
lower-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 parameters and guidelines 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 3 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 school district 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.
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(e)

(®)

For example:

Employer's Contribution % of Salary
Retirement 15.00%
Social Security 7.65%
Health and Dental

Insurance >25%
Worker's Compensation 0.75%
Total 28.65%

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.

Calculating a Unit Cost for Materials and Supplies

In those instances where the parameters and guidelines 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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(¢))

(h)

0]

)

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).

Contract Services

The cost of contract services is allowable if the school district 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 parameters and guidelines for the mandated program.
The contractor's invoice, or statement, which includes an itemized list of costs for
activities performed, must accompany the claim.

Equipment Rental Costs

Equipment purchases and leases (with an option to purchase) are not reimbursable as
a direct cost unless specifically allowed by the parameters and guidelines 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 parameters and guidelines specify them as allowable. If they are allowable, the
parameters and guidelines 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 parameters and
guidelines 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
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and return for the trip, description of each expense claimed, the cost of transportation,
number of private auto miles 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.

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.

School districts and county superintendents of schools may use the indirect cost rates approved by
the California Department of Education based on J-380/580/780/SACS Expenditure Data applicable
to the fiscal year of the claim.

The amount of indirect costs the claimant is eligible to claim is 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. When applying the rate, multiply the rate by mandated
direct costs not included in either (1) total support services, EDP No. 422 of the J-380 or J-580, or
(2) indirect costs on Form ICR of the California Department of Education’s SACS Financial
Reporting Software. If there are any exceptions to this general rule for applying the indirect cost
rate, they will be found in the individual mandate instructions.

Time Study Guidelines
Background

For costs incurred on or after January 1, 2005, a reasonable reimbursement methodology can be
used as a "formula for reimbursing local agency and school district costs mandated by the state"
that meets certain conditions specified in GC Section 17518.5(a). For costs incurred prior to
January 1, 2005, time study can only substitute for continuous records of actual time spent for a
specific fiscal year if the program's Parameters and Guidelines (Ps & Gs) allows for the use of time
studies.

Two methods are acceptable for documenting employee time charged to mandated cost programs:
Actual Time Reporting and Time Study, which are described below. Application of time study
results is restricted. As explained in Time Study Results below, the results may be projected
forward a maximum of two years provided the claimant meets certain criteria.

Actual Time Reporting

Parameters and Guidelines define reimbursable activities for each mandated cost program. (Some
Ps & Gs refer to reimbursable activities as reimbursable components.) When employees work on
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multiple activities and/or programs, a distribution of their salaries or wages must be supported by
personnel activity reports or equivalent documentation that meets the following standards (which
clarify documentation requirements discussed under the Reimbursable Activities section of recent
Ps & Gs):

+ They must reflect an after-the-fact (contemporaneous) distribution of the actual activity of each
employee;

« They must account for the total activity for which each employee is compensated;

e They must be prepared at least monthly and must coincide with one or more pay periods; and

e They must be signed by the employee.

Budget estimates or other distribution percentages determined before services are performed do
not qualify as support for time distribution.

Time Study

In certain cases, a time study may be used to substitute for continuous records of actual time spent
on multiple activities and/or programs. An effective time study requires that an activity be a task that
is repetitive in nature. Activities that require a varying level of effort are not appropriate for time
studies.

Time Study Plan

A time study plan is necessary before conducting the time study. The claimant must retain the time
study plan for audit purposes. The plan needs to identify the following:

e Time period(s) to be studied — The plan must show that all time periods selected are
representative of the fiscal year, and that the results can be reasonably projected to
approximate actual costs.

e Activities and/or programs to be studied — For each mandated program included, the time study
must separately identify each reimbursable activity defined in the mandated program’s Ps & Gs,
which are derived from the program’s Statement of Decision. If a reimbursable activity in the Ps
& Gs identifies separate and distinct subactivities, these subactivities must also be treated as
individual activities.

For example, subactivities (a), (b), and (c) under reimbursable activity (B)(1) of the local agency’s
Domestic Violence Treatment Services: Authorization and Case Management program relate to
information to be discussed during victim notification by the probation department and therefore are
not separate and distinct activities. These subactivities do not have to be separately studied.

e Process used to accomplish each reimbursable activity — Use flowcharts or similar analytical
tools and/or written desk procedures to describe the process for each activity.

e Employee universe — The employee universe used in the time study must include all positions
whose salaries and wages are to be allocated by means of the time study.

e Employee sample selection methodology — The plan must show that employees selected are
representative of the employee universe, and the results can be reasonably projected to
approximate actual costs. In addition, the employee sample size should be proportional to the
variation in time spent to perform a task. The sample size should be larger for tasks with
significant time variations.
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e Time increments to be recorded — The time increments used should be sufficient to recognize
the number of different activities performed and the dynamics of these responsibilities. Very
large increments (such as one hour or more) might be used for employees performing only a
few functions that change very slowly over time. Very small increments (a number of minutes)
may be needed for employees performing more short-term tasks.

Random moment sampling is not an acceptable alternative to continuous time records for
mandated cost claims. Random moment sampling techniques are most applicable in situations
where employees perform many different types of activities on a variety of programs with small time
increments throughout the fiscal year.

Time Study Documentation

Time studies must:

Be supported by time records that are completed contemporaneously;
Report activity on a daily basis;

e Be sufficiently detailed to reflect all mandated activities and/or programs performed during a
specific time period; and

e Coincide with one or more pay periods.

Time records must be signed by the employee (electronic signatures are acceptable) and be
supported by corroborating evidence which validates that the work was actually performed. As with
actual time reporting, budget estimates or other distribution percentages determined before
services are performed do not qualify as valid time studies.

Time Study Results

Time study results must be summarized to show how the time study supports the costs claimed for
each activity. Any variations from the procedures identified in the original time study plan must be
documented and explained.

Current-year costs must be used to prepare a time study. Claimants may project time study results
to no more than two subsequent fiscal years. A claimant may not apply time study results
retroactively.

e Annual Reimbursement Claims — Claimants may use time studies to support costs incurred on
or after January 1, 2005. Claimants may not use time studies for the period July 1, 2004,
through December 31, 2004, unless (1) the program’s Ps & Gs specifically allow time studies,
and (2) the time study is prepared based on mandated activity occurring between July 1, 2004,
and December 31, 2004.

e Initial Claims —When filing an initial claim for new mandated programs, claimants may only use
time study results for costs incurred on or after January 1, 2005. Claimants may not use time
studies to support costs incurred before January 1, 2005, unless (1) the program’'s Ps & Gs
specifically allow time studies, and (2) the claimant prepares separate time studies for each
fiscal year preceding January 1, 2005, based on mandated activity occurring during those
years.

When projecting time study results, the claimant must certify that there have been no significant
changes between years in either (1) the requirements of each mandated program activity or (2) the
processes and procedures used to accomplish the activity. For all years, the claimant must
maintain corroborating evidence that validates the mandated activity was actually performed. Time
study results used to support subsequent years' claims are subject to the recordkeeping
requirements for those claims.
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Offset Against State 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 expected. 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.
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Table 6 Offset Against State Mandates, Example 2

Program Actual Local State Offset Against Claimable

Costs Assistance Mandated State Mandated Mandated
Revenues 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 to 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

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 ".

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.

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 instructions and the Ps & Gs adopted by the 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 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 to
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initiate an audit shall commence to run from the date of initial payment of the claim. In any case, an
audit shall be completed no later than two years after the date that the audit is commenced. All
documents used to support the reimbursable activities 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.

On-site audits will be conducted by the SCO as deemed n