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Cost Recovery Systems, Inc.

July 30, 2026

Ms. Juliana Gmur
Executive Director

Commission on State Mandates 0713012026
980 Ninth Street, Suite 300
Sacramento, CA 95814 LATE FILING

RE: City of Rancho Cucamonga — Identity Theft Incorrect Reduction Claim 25-0308-1-01

Dear Ms. Gmur:

The City of Rancho Cucamonga respectfully submits this response to the State Controller’s July
20, 2026 comments on the Commission’s Draft Proposed Decision.

The Controller’s comments do not resolve the legal and methodological defects identified in the
City’s July 15, 2026 response or identify any published authority establishing the categorical rule
on which the reductions depend. Instead, the Controller characterizes the disallowed amounts as
“unallowable indirect costs” and states that selected administrative costs were allowed as part of
the City’s “Direct contracted services costs.”

That characterization assumes the conclusion that must be established. A cost does not become
substantively unallowable merely because it is classified as indirect. Under the Commission-
authorized ICRP methodology and the incorporated OMB Circular A-87 cost principles,
allowability depends upon whether a cost is riecessary and reasonable, allocable, consistently
treated, adequately supported, not recovered elsewhere, and not otherwise prohibited.

The Controller explains that the disputed costs were excluded from the indirect-cost pool
because they supported Rancho Cucamonga’s contract law-enforcement operation and were
identifiable within the Sheriff’s contract. But the Parameters and Guidelines expressly recognize
that indirect costs may include “the overhead costs of the unit performing the mandate.” The fact
that a cost supports the City’s contract law-enforcement operation therefore does not, by itself,
make it ineligible as an indirect cost.

Neither the Controller nor the Draft Proposed Decision identifies a published standard allowing
selected administrative components while excluding other documented departmental support
costs, or an established methodology explaining how those departmental costs were required to
be claimed as direct costs.

Neither the Controller nor the Draft Proposed Decision identifies language in section V.A.3,
section V.B, the Claiming Instructions, the State Mandates Claiming Manual, former 2 CFR Part
225/0OMB Circular A-87, or generally accepted accounting principles expressly prohibiting the
separately identifiable direct-labor component of a law-enforcement contract from serving solely
as an equitable distribution base for allocating a separate pool of common departmental support
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costs. Section V.A.3 governs reimbursement for contracted services attributable to the mandated
activities; it does not state that every underlying component of an integrated law-enforcement
contract is necessarily a direct cost or prescribe the denominator that must be used to allocate
common costs benefiting multiple programs.

The City therefore disputes the Draft Proposed Decision’s conclusion that all support costs
contained in the SBCSD contract were necessarily required to be claimed as direct costs. That
interpretation would effectively make section V.B’s express recognition of “the overhead costs
of the unit performing the mandate” unavailable to a contract city solely because the operating
unit is obtained through contract rather than municipal employment. The City used the
separately identifiable labor component of the SBCSD contract solely as the denominator for
allocating a distinct pool of actual departmental support costs.

The controlling legal question is whether sections V.A.3 and V.B categorically prohibit a
contract city from allocating common departmental support costs through an ICRP using
separately identifiable contract labor as an equitable distribution base. The Commission must
make its own legal determination regarding the meaning of the Parameters and Guidelines rather
than defer to the Controller’s legal interpretation.

The prior ICAN and Crime Statistics decisions do not establish that separately identifiable
contracted labor is categorically unavailable as an allocation base. ICAN primarily rejected the
claimant’s application of the 10 percent default rate to contracted-service costs. In Crime
Statistics, the Controller calculated and allowed contract-related indirect cost rates using
separately identified contract overhead costs and separately identified contracted labor costs, and
the Commission upheld that calculation. Thus, Crime Statistics demonstrates that, where the
contract documentation separately states contracted labor and overhead components, the
Controller may calculate and allow a contract-related overhead rate using those stated
components, and the Commission has upheld that approach. Rancho Cucamonga seeks
application of that same substantive principle to its documented SBCSD contract costs.

Additionally, the SCO did not find that the disputed costs were unnecessary, unreasonable,
unsupported, duplicative, recovered elsewhere, expressly unallowable, or incapable of allocation
in part to the mandated activities based on relative benefit. The City recognizes that costs must
be classified and allocated under the proper claiming methodology. However, a disagreement
over whether a cost is direct or indirect does not make the cost itself unallowable. If the
Controller believes the cost was claimed under the wrong category, the Controller should
identify the proper allocation method rather than deny reimbursement under both categories.

The placement of the Sheriff’s contract payment in the direct contracted-services category does
not determine whether every underlying support-cost component is direct or explain how
necessary and allocable support costs are to be recovered. The Controller itself relied on
separately identified components within the contract documentation to allocate $9,487 of
selected support costs to the mandated activities. The City does not contend that this allowance is
itself a mathematical reduction. Its relevance is that the Controller used separately stated contract
components for allocation purposes, yet did not identify a published and consistently applied
standard explaining why other common departmental support costs were excluded.



The Controller should not reject the costs as indirect while also declining to reimburse their
allocable share as direct contracted-service costs without identifying how those costs were
required to be allocated to the mandated activities.

The Controller has identified no published instruction or established methodology explaining
how the City was expected to identify, allocate, and claim the disputed support costs as direct
contracted-service costs. No other published methodology explained how the City was required
to allocate and claim these disputed departmental support costs. The City therefore relied on the
Commission-authorized ICRP methodology.

The City therefore respectfully requests that the Commission reject the Draft Proposed Decision,
reverse the disallowance of the City’s claimed indirect support costs, and reaffirm that local
agencies may rely upon the Commission’s published reimbursement methodology unless and
until that methodology is prospectively amended. Alternatively, the Commission should direct
reimbursement of the allocable disputed support costs as direct contracted-service costs.

I declare under penalty of perjury under the laws of the State of California that the foregoing is
true and correct. Executed on July 30, 2026, at Folsom, California.

Sincerely,

e S.

Annette S. Chinn
President and Consultant for the City of Rancho Cucamonga
Cost Recovery Systems, Inc.



DECLARATION OF SERVICE BY EMAIL
I, the undersigned, declare as follows:

| am a resident of the County of Sacramento and | am over the age of 18 years, and not
a party to the within action. My place of employment is 980 Ninth Street, Suite 300,
Sacramento, California 95814.

On July 31, 2026, | served the:
e Current Mailing List dated July 2, 2026

e Claimant’s Late Comments on the Draft Proposed Decision filed
July 30, 2026

Identity Theft, 25-0308-1-01

Statutes 2000, Chapter 956 (AB 1897); Penal Code Section 530.6(a)

Fiscal Years: 2002-2003, 2003-2004, 2004-2005, 2005-2006, 2006-2007, 2007-
2008, 2008-2009, 2009-2010, 2010-2011, 2011-2012, 2012-2013

City of Rancho Cucamonga, Claimant

By making it available on the Commission’s website and providing notice of how to
locate it to the email addresses provided on the attached mailing list.

| declare under penalty of perjury under the laws of the State of California that the
foregoing is true and correct, and that this declaration was executed on
July 31, 2026 at Sacramento, California.

d Chavez
ommission on State Mandates
980 Ninth Street, Suite 300
Sacramento, CA 95814
(916) 323-3562
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COMMISSION ON STATE MANDATES

Mailing List
Last Updated: 7/2/26
Claim Number: 25-0308-1-01
Matter: Identity Theft

Claimant: City of Rancho Cucamonga

TO ALL PARTIES, INTERESTED PARTIES, AND INTERESTED PERSONS:

Each commission mailing list is continuously updated as requests are received to include or remove any
party or person on the mailing list. A current mailing list is provided with commission correspondence, and
a copy of the current mailing list is available upon request at any time. Except as provided otherwise by
commission rule, when a party or interested party files any written material with the commission
concerning a claim, it shall simultaneously serve a copy of the written material on the parties and interested
parties to the claim identified on the mailing list provided by the commission. (Cal. Code Regs., tit. 2, §
1181.3.)

Lili Apgar, Specialist, State Controller's Office

Local Reimbursements Section, 3301 C Street, Suite 740, Sacramento, CA 95816
Phone: (916) 324-0254

lapgar@sco.ca.gov

Socorro Aquino, State Controller's Office

Division of Audits, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 322-7522

SAquino@sco.ca.gov

Aaron Avery, Legislative Representative, California Special Districts Association
1112 I Street Bridge, Suite 200, Sacramento, CA 95814

Phone: (916) 442-7887

Aarona@csda.net

Matt Ballantyne, City Manager, City of Fontana
8353 Sierra Avenue, Fontana, CA 92335

Phone: (909) 350-7653
mballantyne@fontanaca.gov

David Bass, Vice Mayor, City of Rocklin
3970 Rocklin Road, Rocklin, CA 95677
Phone: (916) 663-8504
David.Bass@rocklin.ca.us

Gretchen Beatty, Acting City Manager, City of Fullerton
303 W. Commonwealth Ave, Fullerton, CA 92832

Phone: (714) 738-6310
citymanager@cityoffullerton.com
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Ginni Bella Navarre, Deputy Legislative Analyst, Legislative Analyst's Office
925 L Street, Suite 1000, Sacramento, CA 95814

Phone: (916) 319-8342

Ginni.Bella@lao.ca.gov

Jonathan Borrego, City Manager, City of Oceanside
300 North Coast Highway, Oceanside, CA 92054
Phone: (760) 435-3065
citymanager@oceansideca.org

Allan Burdick,

7525 Myrtle Vista Avenue, Sacramento, CA 95831
Phone: (916) 203-3608

allanburdick@gmail.com

Guy Burdick, Consultant, MGT Consulting

2251 Harvard Street, Suite 134, Sacramento, CA 95815
Phone: (916) 833-7775

gburdick@mgtconsulting.com

Evelyn Calderon-Yee, Burcau Chief, State Controller's Office

Local Government Programs and Services Division, Bureau of Payments, 3301 C Street, Suite 740,

Sacramento, CA 95816
Phone: (916) 324-5919
ECalderonYee@sco.ca.gov

Ali Chemkhi, Senior Supervising Accountant/Auditor, County of San Bernardino
Office of Auditor-Controller, 268 West Hospitality Lane, Fourth Floor, San Bernardino, CA 92415-

0018
Phone: (909) 382-7035
ali.chemkhi@sbcountyatc.gov

Annette Chinn, Consultant, Cost Recovery Systems, Inc.
Claimant Representative

705-2 East Bidwell Street, #294, Folsom, CA 95630
Phone: (916) 939-7901

achinncrs@aol.com

Santino Danisi, Finance Director / City Controller, City of Fresno
2600 Fresno St. Rm. 2157, Fresno, CA 93721

Phone: (559) 621-2489

Santino.Danisi@fresno.gov

Nicole Denow, Chief Deputy City Attorney, City of San Diego

Environment Section, 1200 Third Avenue, Suite 1100, San Diego, CA 92101
Phone: (619) 533-6173

NDenow@sandiego.gov

Laura Dougherty, Attorney, Commission on State Mandates
980 9th Street, Suite 300, Sacramento, CA 95814

Phone: (916) 323-3562

Laura.Dougherty@csm.ca.gov

Juliana Gmur, Executive Director, Commission on State Mandates
980 9th Street, Suite 300, Sacramento, CA 95814

Phone: (916) 323-3562

juliana.gmur@csm.ca.gov
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John Gross, Director of Finance, City of Long Beach
333 W. Ocean Blvd., 6th Floor, Long Beach, CA 90802
Phone: N/A

john.gross@longbeach.gov

Dominick Guidera, Department of Finance

Education Systems, 915 L Street, Sacramento, CA 95814
Phone: (916) 445-0328

dominick.guidera@dof.ca.gov

Andrew Hamilton, Auditor-Controller, County of Orange
1770 North Broadway, Santa Ana, CA 92706

Phone: (714) 834-2450

Andrew.Hamilton@ac.ocgov.com

George Harris, Finance Director, City of Lancaster
44933 Fern Avenue, Lancaster, CA 93534

Phone: (661) 723-5988
gharris@cityoflancasterca.org

Chris Hill, Principal Program Budget Analyst, Department of Finance
Local Government Unit, 915 L Street, 8th Floor, Sacramento, CA 95814
Phone: (916) 445-3274

Chris.Hill@dof.ca.gov

Tiffany Hoang, Associate Accounting Analyst, State Controller's Office

Local Government Programs and Services Division, Bureau of Payments, 3301 C Street, Suite 740,
Sacramento, CA 95816

Phone: (916) 323-1127

THoang(@sco.ca.gov

Ken Howell, Senior Management Auditor, State Controller's Office

Audits, Compliance Audits Bureau, 3301 C Street, Suite 725A, Sacramento, CA 95816
Phone: (916) 323-2368

KHowell@sco.ca.gov

Nancy Hunt-Coffey, City Manager, City of Beverly Hills
455 N Rexford Drive, Beverly Hills, CA 90210

Phone: (310) 285-1014

citymanager@beverlyhills.org

Angelo Joseph, Supervisor, State Controller's Office

Local Government Programs and Services Division, Bureau of Payments, 3301 C Street, Suite 740,
Sacramento, CA 95816

Phone: (916) 323-0706

AlJoseph@sco.ca.gov

Emma Jungwirth, Senior Legislative Advocate, California State Association of Counties (CSAC)
1100 K Street, Ste 101, Sacramento, CA 95814

Phone: (916) 650-8115

ejungwirth@counties.org

Anne Kato, Acting Chief, State Controller's Office

Local Government Programs and Services Division, 3301 C Street, Suite 740, Sacramento, CA
95816

Phone: (916) 322-9891

akato@sco.ca.gov
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Jevin Kaye, Finance Director, City of Rancho Cucamonga
Claimant Contact

10500 Civic Center Drive, Rancho Cucamonga, CA 91729
Phone: (909) 774-2403

jevin.kaye@cityofrc.us

Lisa Kurokawa, Bureau Chief for Audits, State Controller's Office
Compliance Audits Bureau, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 327-3138

lkurokawa@sco.ca.gov

Anita Lee, Assistant Program Budget Manager, Department of Finance
Education Systems, 915 L Street, Sacramento, CA 95814

Phone: (916) 445-0328

anita.lee@dof.ca.gov

Tamara Letourneau, City Manager, City of Laguna Niguel
30111 Crown Valley Parkway, Laguna Niguel, CA 92677
Phone: (949) 362-4300
tletourneau@cityoflagunaniguel.org

Erika Li, Chief Deputy Director, Department of Finance
915 L Street, 10th Floor, Sacramento, CA 95814

Phone: (916) 445-3274

erika.li@dof.ca.gov

Kenneth Louie, Chief Counsel , Department of Finance
915 L. Street, Sacramento, CA 95814

Phone: (916) 322-0971

Kenny.Louie@dof.ca.gov

Everett Luc, Accounting Administrator I, Specialist, State Controller's Office
3301 C Street, Suite 740, Sacramento, CA 95816

Phone: (916) 323-0766

ELuc@sco.ca.gov

Jill Magee, Program Analyst, Commission on State Mandates
980 9th Street, Suite 300, Sacramento, CA 95814

Phone: (916) 323-3562

Jill.Magee@csm.ca.gov

Suresh Malkani, Finance Director, Town of Apple Valley
14955 Dale Evans Parkway, Apple Valley, CA 92307
Phone: (760) 240-7000

smalkani@applevalley.org

Darryl Mar, Manager, State Controller's Office

Local Reimbursements Section, 3301 C Street, Suite 740, Sacramento, CA 95816

Phone: (916) 323-0706
DMar@sco.ca.gov

Ensen Mason, Auditor-Controller/Treasurer/Tax Collector, County of San Bernardino

268 West Hospitality Lane, San Bernardino, CA 92415-0018
Phone: (909) 387-8322
webinfo@sbcountyatc.gov

Frederick Mayo, Water Utilities Director, City of Oceanside
300 N. Coast Highway, Oceanside, CA 92054
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Phone: (760) 435-5827
fmayo@oceansideca.org

Jerrid McKenna, Director of Administrative Services, City of Santa Clarita
23920 Valencia Blvd, Santa Clarita, CA 91355

Phone: (661) 255-4997

jmckenna@santaclarita.gov

Rachel Molina, City Manager, City of Hesperia
9700 Seventh Ave. , Hesperia, CA 92345
Phone: (760) 947-1018
rmolina@cityothesperia.us

Benjamin Montgomery, City Manager, City of Chino Hills
14000 City Center Drive, Chino Hills, CA 91709

Phone: (909) 364-2610

bmontgomery@chinohills.org

Kaleb Neufeld, Assistant Controller, City of Fresno
2600 Fresno Street, Fresno, CA 93721

Phone: (559) 621-2489

Kaleb.Neufeld@fresno.gov

Rosanna Nguyen, Program Budget Manager, Department of Finance
Local Government Unit, 915 L. Street, Sacramento, CA 95814
Phone: (916) 445-3274

Rosanna.Nguyen@dof.ca.gov

Andy Nichols, Consultant, Nichols Consulting
1857 44th Street, Sacramento, CA 95819
Phone: (916) 455-3939
andy@nichols-consulting.com

Arthur Palkowitz, Attorney, Law Offices of Arthur M. Palkowitz
12807 Calle de la Siena, San Diego, CA 92130

Phone: (858) 259-1055

law@artpalk.onmicrosoft.com

Kirsten Pangilinan, Specialist, State Controller's Office

Local Reimbursements Section, 3301 C Street, Suite 740, Sacramento, CA 95816
Phone: (916) 322-2446

KPangilinan@sco.ca.gov

Tammy Pelayes, Assistant to the City Manager, City of Hesperia
9700 Seventh Ave, Hesperia, CA 92345

Phone: (760) 947-1014

TPelayes@hesperiaca.gov

Johnnie Pina, Legislative Policy Analyst, League of Cities
1400 K Street, Suite 400, Sacramento, CA 95814

Phone: (916) 658-8214

jpina@cacities.org

Trevor Power, Accounting Manager, City of Newport Beach
100 Civic Center Drive, Newport Beach , CA 92660

Phone: (949) 644-3085

tpower@newportbeachca.gov
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Roberta Raper, Director of Finance, City of West Sacramento
1110 West Capitol Ave, West Sacramento, CA 95691

Phone: (916) 617-4509

robertar@cityofwestsacramento.org

Chad Rinde, Director of Finance, County of Sacramento
700 H Street, Room 3650, Sacramento, CA 95814
Phone: (916) 874-7248

RindeC@SacCounty.gov

Jackie Rocco, City Manager, City of West Hollywood
8300 Santa Monica Blvd., West Hollywood, CA 90069
Phone: (323) 848-6400
citymanagerwebemailaddress@weho.org

Debra Rose, City Manager, City of Lake Forest
100 Civic Center Drive, Lake Forest, CA 92630
Phone: (949) 461-3400
drose@lakeforestca.gov

Cindy Sconce, Director, Government Consulting Partners
5016 Brower Court, Granite Bay, CA 95746

Phone: (916) 276-8807

cindysconcegcp@gmail.com

Carla Shelton, Senior Legal Analyst, Commission on State Mandates
980 9th Street, Suite 300, Sacramento, CA 95814

Phone: (916) 323-3562

carla.shelton@csm.ca.gov

Camille Shelton, Chief Legal Counsel, Commission on State Mandates
980 9th Street, Suite 300, Sacramento, CA 95814

Phone: (916) 323-3562

camille.shelton@csm.ca.gov

Paul Steenhausen, Principal Fiscal and Policy Analyst, Legislative Analyst's Office
925 L Street, Suite 1000, , Sacramento, CA 95814

Phone: (916) 319-8303

Paul.Steenhausen@lao.ca.gov

Matthew Szabo, City Administrative Officer, City of Los Angeles
200 N. Main St. Suite 1500, Los Angeles, CA 90012-4137

Phone: (213) 473-7500

Matt.Szabo@lacity.org

Julie Testa, Vice Mayor, City of Pleasanton

123 Main Street PO Box520, Pleasanton, CA 94566
Phone: (925) 872-6517
Jtesta@cityofpleasantonca.gov

Oscar Valdez, Auditor-Controller, County of Los Angeles

Auditor-Controller's Office, 500 West Temple Street, Room 525, Los Angeles, CA 90012
Phone: (213) 974-8302

ovaldez@auditor.lacounty.gov

Alejandra Villalobos, Management Services Manager, County of San Bernardino
Office of Auditor-Controller, 222 West Hospitality Lane, Forth Floor, San Bernardino, CA 92415
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Phone: (909) 382-3191
alejandra.villalobos@sbcountyatc.gov

Joshua Walden, Deputy County Counsel, County of Santa Clara

Office of the County Counsel, 70 West Hedding Street, 9th Floor, San Jose, CA 95110
Phone: (408) 229-9052

joshua.walden@cco.sccgov.org

Adam Whelen, Director of Public Works, City of Anderson
1887 Howard St., Anderson, CA 96007

Phone: (530) 378-6640

awhelen@ci.anderson.ca.us

Arthur Wylene, General Counsel, Rural County Representatives of California (RCRC)
1215 K Street, Suite 1650, Sacramento, CA 95814

Phone: (916) 447-4806

awylene@rcrenet.org

Kaily Yap, Budget Analyst, Department of Finance

Local Government Unit, 915 L Street, Sacramento, CA 95814
Phone: (916) 445-3274

Kaily. Yap@dof.ca.gov

Traci Young, IS Project Director, City and County of San Francisco

San Francisco Public Utilities Commission (SFPUC), 525 Golden Gate Ave, San Francisco, CA
94102

Phone: (415) 653-2583

tmyoung@sfwater.org

Aly Zimmermann, Clty Manager, City of Rocklin
3970 Rocklin Road, Rocklin, CA 95677

Phone: (916) 625-5585

alyz@rocklin.ca.us

Helmbholst Zinser-Watkins, Associate Governmental Program Analyst, State Controller's Office
Local Government Programs and Services Division, Bureau of Payments, 3301 C Street, Suite 700,
Sacramento, CA 95816

Phone: (916) 324-7876

HZinser-watkins@sco.ca.gov
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