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1 | OFFICE OF THE STATE CONTROLLER
300 Capitol Mall, Suite 1850

2 Sacramento, CA 94250

Telephone No.: (916) 445-6854

BEFORE THE

COMMISSION ON STATE MANDATES

STATE OF CALIFORNIA

No.: CSM 09-4282-1-5
i0 INCORRECT REDUCTION CLAIM ON: .

12 Chapter 1747, Statutes of 1984; and
Chapter 1274, Statutes of 1985

13 .
SANTA CLARA COUNTY, Claimant
14 §
15
16 L, Jim L. Spano, make the following declarations:

17 1) T'am an employee of the State Controller’s Office and am over the age of 18 years.

18 2) Iam currently employed as a Bureau Chief, and have been so since April 21, 2000.
Before that, | was employed as an audit manager for two years and three months.

19
3) I'am a California Certified Public Accountant (CPA).
20
’1 4) Ireviewed the work performed by the State Controller’s Office (SCO) auditor.
2 5) Any attached copies of records are true copies of records, as provided by the Santa Clara
County or retained at our place of business.
23

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

25
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15
16
17
18
19

20

21

22

23

24

25

7) A review of the claims for fiscal year (FY) 2003-04, FY 2004-05, and FY 2005—06 was
completed on June 30, 2010.

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

observation, information, or belief.

Date: December 31, 2010

OFFICE OF THE STATE CONTROLLER

/ﬁ/ﬂf/ |

L. Spéno,£hief
andated Cost Audits Bureau
Division of Audits

State Controller’s Office
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STATE CONTROLLER’S OFFICE ANALYSIS AND RESPONSE State Mandates
TO THE INCORRECT REDUCTION CLAIM BY
SANTA CLARA COUNTY

For Fiscal Year (FY) 2003-04, FY 2004-05, and FY 2005-06

Handicapped and Disabled Students Program _
Chapter 1747, Statutes of 1984; and Chapter 1274, Statutes of 1985

SUMMARY

The following is the State Controller’s Office’s (SCO} response to the Incorrect Reduction Claim (IRC)
that Santa Clara County filed on April 12, 2010, and amended on May 14, 2010. The SCO reviewed the
county’s claims for costs of the legislatively mandated Handicapped and Disabled Students Program: for
the period of July 1, 2003, through June 30, 2006. The SCO issued claim adjustment letters on July 11,
2009 and July 22, 2009 (Tab 3).

The county submitted reimbursement claims totaling $22,284,470 ($22,285,470 less a $1,000 penalty for
filing a late claim)—$6,741,221 for FY 2003-04 ($6,742,22] less a $1,000 penalty for filing a late claim),
$7,987,359 for FY 2004-05, and $7,555,890 for FY 2005-06. The SCO reviewed thé county’s claims and
determined that $2,596,081 is allowable and $19,688.389 is unallowable. The costs are unallowable
because the county overstated assessment, treatment, and administrative costs; and offsetting revenues.
The following table summarizes the review results:

Actual Costs Allowable Audit
Cost Elements Claimed per Audit Adjustment

July 1, 2003, through June 30, 2004
Assessment/case management costs $ 2916448 § 2,448,139 §  (468,309)
Administrative costs 327,705 217,084 (110,621)
Offsetting revenues:

Short-Doyle/Medi-Cal funds (660,446) {530,750) 129,696

State categorical funds (EPSDT and IDEA) (1,234,699) (1,361,396) (126,697)
Net assessment/case management costs 1,349,008 773,077 {575,931)
Treatment costs 13,505,487 5,554,893 (7,950,594)
Administrative costs 1,517,536 564,933 (952,603)
Offsetting revenues:

Short-Doyle/Medi-Cal funds {3,643,031) {1,394,465) 2,248 566
State categorical funds (EPSDT and IDEA) {5,986,779) (5,713,036) 273,743
Net treatment costs 5,393,213 (987,675) {6,380,888)
Subtotal 6,742,221 {214,598) (6,956,819)
Adjustment to eliminate negative balance — 215,598 215,598
Less late claim penalty (1,000} {1,000) .
Total program costs 3 6,741,221 — § (6,741,221)

Less amount paid by the State’ . e

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

. Allowable Audit
Cost Elements Claimed per Audit Adjustment

July 1, 2004, thrque;h June 30, 2005
Assessment/case management Costs $ 3,632443 § 3013464 § (618,979)
Administrative costs 585,060 181,632 (403,428) .
Offsetting revenues: .

Short-Doyle/Medi-Cai funds (701,686) (497,450) 204,236

State categorical funds (EPSDT and IDEA) (1,550,169) (1,602,088) (51,919)
Net assessment/case management costs 1,965,648 1,095,558 (870,090)
Treatment costs 12,987,816 6,374,218 (6,613,598)
Administrative costs 2,091 885 429,622 (1,662,263)
Offsetting revenues:

Short-Doyle/Medi-Cal funds (3,503,392) (1,339,985) 2,163,407
State categorical funds (EPSDT and IDEA) (5,554,598) (5,456,134) 08,464
Net treatment costs 6,021,711 7,721 (6,013,990)
Subtotal 7,987,359 1,103,279 (6,884,080)
Less late claim penalty — — ' —
Total program costs '$ 7987359 1,103,279 % S6,884,080!

Less amount paid by the State ! (7,987,359)

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

$ (6,884,080)

July 1. 2005, through June 30, 2006

Assessment/case management costs $ 3,723,702  § 3,060,385 $ (663,317)
Administrative costs 434,297 160,885 (273,412)
Offsetting revenues:

Short-Doyle/Medi-Cal funds {636,167) (483,811 152,356

State categorical funds (EPSDT and IDEA) (1,126,462)  (1,654,661) (528,199)
Net assessment/case management costs 2,395,370 1,082,798 (1,312,572)
Treatment costs 12,878,460 6,766,962 (6,111,498)
Administrative costs 1,502,020 377,596 (1,124,424)
Offsetting revenues:

Short-Doyle/Medi-Cal funds (3,313,672) (1,278,745) 2,034,927
State categorical funds (EPSDT and IDEA) (5,906,288) (5,455,809) 450,479
Net treatment costs 5,160,520 410,004 (4,750,516)
Total program costs $ 7,555,890 1,492,802  § (6,063,088)

Less amount paid by the State ' (7.555,890)

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

$ (6.063,088)
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Ac.mal. Costs Allowab]e Audit
Cost Elements Claimed per Audit Adjustment

Summary; July 1, 2003, through June 30, 2006
Assessment/case management costs $10,272,593 § 8,521,988 § (1,750,605)
Administrative costs 1,347,062 559,601 (787.,461)
Offsetting revenues: ' :

Short-Doyle/Medi-Cal funds ' (1,998,299) (1,512,011 486,288

State categorical funds {EPSDT and IDEA) -~ {3,911,330) (4,618,145) (706,815)
Net assessment/case management costs o ' 5,710,026 2,951,433 (2,758,593)
Treatment costs 39,371,763 18,696,073 {20,675,690)
Administrative costs 5,111,441 1,372,151 (3,739,290)
Offsetting revenues: . : ‘

Short-Doyle/Medi-Cal funds ' {10,460,095) (4,013,195) 6,446,900

State categorical funds (EPSDT and IDEA) (17,447,665  (16,624,979) 822,686
Net treatment costs 16,575,444 ' (569,950) (17,145,394)
Subtotal 22,285,470 2,381,483 (19,903,987)
Adjustment to eliminate negative balance — 215,598 215,598
Less late claim penalty : (1,000) (1,000) e
Total program costs ' $ 22,284,470 2,596,081 $ (19,6883 89)
Less amount paid by the State ' (15,543,249)
Allowable costs claimed in excess of (less than) amount paid ' $(12,947,168)

! Payment information current as of December 31, 2010.

The county’s IRC does not address the entire claim reduction, only the portion of the findings that relate
to rehabilitation services. The county’s IRC erroneously identifies the entire amount of $8,658,336 as part
of Finding 1. However, the reduction encompasses the net impact of unallowable rehabilitation services
on all three ﬁndmgs including direct costs, administrative costs, and offsettmg revenues. The following
table summarizes the audit adjustment.

Fiscal Year
2003-04 2004-05 2005-06 Total
Finding 1 - Overstated direct costs $ 4727350 $§ 4127033 $ 4,107,027 $ 12,961,410
Finding 2 - Overstated administrative costs 480,771 278,162 229.17% 988,106
Finding 3 - Overstated offsetting revenues T (2,035718). (1,613,802 (1,641,660 (5,291,180)
Audit adjustment $ 3,172,403 $ 2791393 § 2,694,540 § 8,658,336
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I. HANDICAPPED AND DISABLED STUDENTS PROGRAM CRITERIA ~ State Mandates

Handicapped and Disabled Students Parameters and Guidelines — FY 2003-04

On April, 26, 1990, the Commission on State Mandates (CSM) determined that Chapter 1747,
Statutes of 1984, and Chapter 1274, Statutes of 1985 imposed a state mandate reimbursable under
Government Code Section 17561. The CSM adopted the program’s parameters and guidelines on
August 22, 1991, and amended it on August 29, 1996. On May 26, 2005, the CSM adopted a
Statement of Decision on reconsideration of the program pursuant to Senate Bill 1895 (Statutes of
2004, Chapter 493). The CSM determined that the 1990 statement of decision does not fully identify
all of the activities mandated by the statutes and regulations. Subsequently, the CSM amended the
parameters and guidelines on January 26, 2006, and again on January 25, 2007.

Following are excerpts from the Handicapped and Disabled Students Program’s parameters and
guidelines that are applicable to FY 2003-04 (Tab 4).

Section 1, Summary of the Mandate, states:

Chapter 1747 of the Statutes of 1984 added Chapter 26, commencing with section 7570, to Division 7
of Title 1 of the Government Code {Gov. Code).

Chapter 1274 of the Statutes of 1985 amended sections 7572, 7572.5,7575, 7576,7579, 7582, and 7587
of, amended and repealed 7583 of, added section 7586.5 and 7586.7 to, and repealed 7574 of, the Gov.
Code, and amended section 565 1 of the Welfare and Instimations Code.

To the extent that Government Code section 7572 and section 60040, Title 2, Code of California
Regulations, require county participation in the mental health assessment for "individuals with
exceptional needs,” such legislation and regulations impose a new program or higher level of service
upon a county. Furthermore, any related county participation on the expanded "Individualized
Education Program” (IEP) team and case management services for "individuals with exceptional
needs"” who are designated as "seriously emotionally disturbed,” pursuant to subdivisions (a), (b), and
{c) of Government Code section 7572.5 and their implementing regulations, impose a new program or
higher level of service upon a county.

The aforementioned mandatory county participation in the IEP process is not subject to the Short-
Doyle Act, and accordingly, such costs related thereto are costs mandated by the state and are fully
reimbursable within the meaning of section 6,-article X111 B of the California Constitution.

The provistons of Welfare and Institutions Code section 565 1, subdivision (g), result in a higher level
of service within the county Short-Doyle program because the mental health services, pursuant to Gov.
Code sections 7571 and 7576 and their implementing regulations, must be included in the county
Short-Doyle annual plan. Such services include psychotherapy and other mental health services
provided to "individuals with exceptional needs,” including those designated as "seriously emotionally
disturbed,” and required in such individual's IEP.

Such mental health services are subject to the current cost sharing formula of the Short-Doyle Act,
through which the state provides ninety (90} percent of the total costs of the Short-Doyle program, and
the county is required to provide the remaining ten (10) percent of the funds. Accordingly, only ten
(10) percent of such program costs are reimbursable within the meaning of section 6, article XIIIB of
the California Constjtution as costs mandated by the state, because the Short-Doyle Act currently
provides counties ninety (90) percent of the costs of furnishing those mental health services set forth in
Gov. Code section 7571 and 7576 and their implementing regulations, and described in the county's
Short-Doyle annual plan pursuant to Welfare and Institutions Code section 565 1, subdivision {(g).




Section IV, Period of Reimbursement, states, in part:

Section 17557 of the Government Code states that a test claim must be submitted on or before
December 31 following a given fiscal year to establish eligibility for that year. The test claim for this
mandate was filed on August 17, 1987; all costs incurred on or afier July 1, 1986 through and
including June 30, 2004, are reimbursable.

This amended set of parameters and guidelines is operative for reimbursement claims filed for the
period from July I, 2000, through and incleding June 30, 2004.

Costs incurred beginning July 1, 2004, shall be claimed under the parameters and guidelines for the
Commission’s. decision on reconsideration, Handicapped and Disabled Student (04-R1-4282-10).

Section V, Reimbursable Costs, 1dentifies reimbursable activities as follows:

A. One Hundred (100) percent of any costs related to IEP Participation, Assessment, and Case
Management:

1. The scope of the mandate is one hundred (100) percent reimbursement, except that for
mdividuals billed to. Medi-Cal only, the Federal Financing Participation portion {(FFP) for
these activities should be deducted from reimbursable activities not subject to the Short-Doyle

Act.

2. For each eligible claimant, the following cost items are one hundred (100) percent
reimbursable (Gov. Code, section 7572, subd. (d)(1)):

a.

g

Whenever an LEA refers an individual suspected of being an 'individual with exceptional
needs’ to the local mental health department, mental health assessment and
recommendation by qualified mental health professionals in conformance with
assessment procedures set forth in Article 2 (commencing with section 56320) of Chapter
4 of part 30 of Division 4 of the Education Code, and regulations developed by the State
Department of Mental Health, in consultation with the State Department of Education,
including but not limited to the following mandated services:

i. interview with the child and family,

ii. collateral interviews, as necessary,

lii. review of the records,

tv. observation of the child at school, and

v. psychological testing and/or psychiatric assessment, as necessary,

Review and discussion of mental health assessment and recommendation with parent and

'appropriate IEP team members. (Gov. Code, section 57572, subd. (dX1)).

Attendance by the mental health professional who conducted the assessment at 1EP

meetings, when requested. (Gov. Code, section 57572, subd. (d)1)).

Review by claimant's mental health professibnal of any independent assessment(s)

submitted by the IEP team. (Gov. Code, section 57572, subd. (d){2)).

When the written mental health assessment report provided by the local mental health
program determines that an 'individual with special needs' is ‘seriously emotionally
disturbed’, and any member of the 1EP team recommends residential placement based
upon relevant assessment information, inclusion of the claimant's mental health
professional on that individual's expanded IEP team.

When the IEP prescribes residential placement for an 'individual with exceptional needs’
who is . 'seriously emotionally disturbed,” claimant's mental health personnel’s
identification of out-of-home placement, case management, six month review of IEP, and
expanded IEP responsibilities. (Gov. Code, section 7572.5).

Required participation in due process procedures, including but not limited to due process
hearings.

3. One hundred (100) percent of any administrative costs related to IEP Participation,
Assessment, and Case Management, whether direct or indirect.

5
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B. Ten (10) percent of any costs related to mental health treatment services rendered under the Short-
Doyle Act:

L.
2.

The scope of the mandate is ten (10) percent reimbursement.

For each eligible claimant, the following cost items, for the provision of mental health
services when required by a child’s individualized education program are ten (10) percent

* reimbursable (Gov. Code, Section 7576):

Individual therapy,

Collateral therapy and contacts,

Group therapy,

Day treatment, and

Mental health portion of residential treatment in excess of the State Department of
Social Services payment for the residential placement.

o an g

Ten (10) percent of any administrative costs related to mental health treatment services
rendered under the Short-Doyle Act, whether direct or indirect.

Section V1, Claim Prepé.ration, describes the claim preparation process as follows:

There are two satisfactory methods of submitting claims for reimbursement of increased costs incurred
to comply with the mandate:

A. Actual Increased Costs Method. To claim under the Actual Increased Costs Method, report actual

increased costs incwrred for each of the following expense categories in the format specified by the.

State Controller's claiming instructions. Attach supporting schedules as necessary:

L

Employee Salaries and Benefits: Show the classification of the employees involved, mandated
functlons performed, number of hours devoted to the function, and hourly rates and benefits.

Services and supplies: Include only expenditures which can be identified as a direct cost

resulting from the mandate. List cost of materials acquired which have been consumed or
expended specifically for the purpose of this mandate.

Direct Administrative Costs:

4. One hundred (100) percent of any direct administrative costs related to IEP Participation,
Assessment, and Case Management.

b.  Ten (10) percent of any direct administrative costs related to mental health treatment
rendered under the Short-Doyle Act.

Indirect Administrative and Overhead Costs: To the extent that reimbursable indirect costs
have not already been reimbursed by DMH from categorical funding sources, they may be
claimed under this method in either of the two following ways prescribed in the State
Controller's claiming instructions:

a. Ten (10} percent of related direct labor, excluding fringe benefits. This method may not
result in a total combined reimbursement from DMH and SCO for program indirect costs
which exceeds ten (10} percent of total program direct labor costs, excluding fnnge
benefits.

OR if an indirect cost rate greater than tell (10) percent is being claimed,

b. By preparation of an "Indirect Cost Rate Proposal” (ICRP) in full compliance with Office
of Management and Budget Circular No. A-87 (OMB A-87). Note that OMB A-87 was
revised as of May 17, 1995, and that while OMB A-87 is based on the concept of full
allocation of indirect costs, it recognizes that in addition te its restrictions, there may be
state laws or state regulations which further restrict allowability of costs. Additionally, if
more than one department is involved in the mandated program; each department must
have its own ICRP. Under this method, total reimbursement for program indirect costs
from combined DMH and SCO sources must not exceed the total for those items as
computed in the ICRP(s).
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B. Cost Report Method. Under this claiming method the mandate reimbursement claim is still State Mandates
- submitted on the State Controller's claiming forms in accordance with the claiming instructions. A
* complete copy of the annual cost report including all supporting schedules attached to the cost
report as filed with DMH must also be filed with the claim forms submitted to the State
Controller.

1. To the extent that reimbursable indirect costs have not already been reimbursed by DMH
from categorical funding sources, they may be claimed under this method in either of the two
following ways prescribed in the State Controller's claiming instructions:

a. Ten {10) percent of related direct labor, excluding fringe benefits. This method may not
result in a total combined reimbursement from DMH and SCO for program indirect costs
which exceeds ten (10) percent of total program direct labor costs, excluding fringe
benefits. '

Section VII, Supporting Data, describes the supporting data that must be maintained as follows:

For auditing purposes, all costs claimed must be traceable to source documents and/or worksheets that
show evidence of the validity of such costs. Pursuant to Gov. Code section 17558.5, subdivision (a), a
reimbursement claim for actual costs filed by a local agency or scheol district is subject to audit by the
State Controller no later than two years after the end of the calendar year in which the reimbursement
claim is filed or last amended. However, if no funds are appropriated for the program for the fiscal year
for which the claim is made, the time for the State Controller to initiate an audift shall commence to run
from the date of initial payment of the claim.

Section VIII, Offsetting Revenues and Other Reimbursements, describes the offsetting revenues that
must be identified and deducted from the claim as follows: o

Any offsets and reimbursements the claimant experiences in the same program as a result of the same
statutes or executive orders found to contain the mandate shall be deducted from the costs claimed. In
addition, reimbursement for this mandate received from any of the following sources shall be
tdentified and deducted from this claim:

1. Funds received by a county pursnant to Government Code section 7576.5 (operative and effective
on August 11, 2003).

2. Any direct payments or categorical funding received from the state that is specifically allocated to
any service provided under this program. This includes the appropriation made by the Legislature
in the Budget Acts of 2000 and 2001, which appropriated funds to counties in the amount of
$12,334,000 (Stats, 2000, ch. 52, item 4440-131-0001; Stats. 2001, ch. 106, item 4440-131-0001),
and the $69 million appropriation in 2003 (Stats. 2003, ch. 157, item 6110-161-0890, provision
17). : :

3. Private insurance proceeds obtained with the consent of a parent for purposes of this program.

4. Medi-Cal proceeds obtained from the state or federal government, exclusive of the county match,
that pay for a portion of the county services provided to a pupil under the Handicapped and
Disabled Students program in accordance with federal law.

5. Any other reimbursement received from the federal or state government, or other non-local source.

Handicapped and Disabled Students Parameters and Guidelines — FY 2004-05 and FY 2005-06

On May 26, 2005, the CSM adopted a Statement of Decision on reconsideration of the program
pursuant to Senate Bill 1895 (Statutes of 2004, Chapter 493). The CSM determined that the 1990
Statement of Decision does not fully identify all of the activities mandated by the statutes and
regulations. Subsequently, the CSM adopted the parameters and guidelines on January. 26, 2006,
corrected them on July 21, 2006, and édopted the amendment on Qctober 26, 2006.
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Following are excerpts from the Handicapped and Disabled Students Program’s parameters andQ" tate Mandates
guidelines that are apphcable to FY 2004-05 and FY 2005-06 (Tab 5). All eligible treatment services
identified in the program’s parameters and guidelines applicable to FY 2003-04 have been deleted.

Section I, Summary of Mandate, states:

Statutes 2004, chapter 493 (Sen. Bill No. 1895} directed the Commission on State Mandates
. (Commission) to reconsider its prior final decision and parameters and guidelines on the Handicapped

and Disabled Students program (CSM 4282). On May 26, 2005, the Commission adopted a Statement
- of Decision on Handicapped and Disabled Students (04-RL-4282 10Y pursuant to Senate Bill 1895.

The Handicapped and Disabled Students program was enacted in 1984 and 1985 as the state’s response
to federal legislation (Individuals with Disabilities Education Act, or IDEA) that guaranteed to
disabled pupils, including those with mental health needs, the rlght to receive a free and appropriate
public education.

The Commission determined that the test claim legislation imposes a reimbursable state-mandated

program on counties pursuant to article XIII B, section 6 of the California Constitution for the
" activities expressly required by statute and regulation. The Commission also concluded that there is

revenue and/or proceeds that must be identified as an offset and deducted from the costs claimed.

Disabled Students program. They include Handicapped and Disabled Students II (02-TC.40/02.TC 49),
and Seriously Emotionally Disturbed (SED) Pupils: Out-of-State Mental Health Services (97-TC-05).

These parameters and guidelines address only the Commission’s findings on reconsideration of the
Handrcapped and Disabled Students program. These parameters and guidelines are effective for
reimbursement claims filed through the 2005-2006 fiscal year. Commencing with the 2006-2007 fiscal
year, reimbursement claims shall be filed through the consolidated parameters and guidelines for
Handicapped and Disabled Students (04-R1.-4282-10), Handicapped and Disabled Students II
(02-TC-40/02-TC49), and Seriously Emotionally Disturbed (SED) Pupils: Out-of-State Mental Health
Services (97-TC-05).

|
|
|
Two other Statements of Decision have been adopted by the Commission on the Handicapped and
Section III, Period of Reimbursement, states, in part:

The period of reimbursement for the activities in this parameters and guidelines amendment begins on
July 1, 2004.

Section IV, Reimbursable Activities, identifies reimbursable costs as follows:

A. Renew the interagency agreement with the local educational agency every three years and, if
necessary, revise the agreement (Gov. Code, § 7571; Cal. Code Regs., tit. 2, §§ 60030, 60100)

1. Renew the interagency agreement every three years, and revise if necessary.

2. Define the process and procedures for coordinating local services to promote alternatives to
out-of-home care of seriously emoticnally disturbed pupils.

B. Perform an initial assessment of a pupil referred by the local educational agency, and discuss
asscssment resulis with the parents and IEP team (Gov. Code, § 7572, Cal. Code Regs., tit. 2, §
60040)

1. Review the following educational information of a pupil referred to the county by a local
educational agency for an assessment: a copy of the assessment reports completed in
accordance with Education Code section 56327, current and relevant behavior observations of
the pupil in a variety of educational and natural settings, a report prepared by personnel that
provided “specialized” counseling and guidance services to the pupil and, when appropriate,
an explanation why such counseling and guidance will not meet the needs of the pupil.

2. If necessary, observe the pupil in the school envirenment to determine if mental health
assessments are needed.

3. Ifnecessary, interview the pupil and family, and conduct collateral interviews.




-If mental health assessments are deemed necessary by the county, develop a mental health

assessment plan and obtain the parent’s written informed consent for the assessment.

5.  Assess the pupil within the time required by Education Code section 56344.

10.
11.

12.

If a mental health assessment cannot be completed within the time limits, provide notice to
the IEP team administrator or designee no later than 15 days before the scheduled IEP
meeting.

Prepare and provide to the IEP team, and the parent or guardian, a written assessment report
in accordance with Education Code section 56327. The report shall include the following
information: whether the pupil may need special education and related services; the basis for
making the determination; the relevant behavior noted during the observation of the pupil in
the appropriate setting; the relationship of that behavior to the pupil’s academic and social
functioning; the educationally relevant health and development, and medical findings, if any;
for pupils with learning disabilities, whether there is such a discrepancy between achievement
and ability that it cannot be corrected without special education and related services; a
determination concerning the effects of environmental, cultural, or economic disadvantage,

where appropriate; and the need for spe(:lallzed services, materials, equipment for pupils with
low mc;dcnce disabilities.

Review and discuss the county recommendation with the parent and the appropnate members
of the IEP team before the IEP teamn meeting.

In cases where the local education agency refers a pupil to the county for an assessment,
attend the IEP meeting if requested by the parent.

Review independent assessments of a pupil obtained by the parent.

Following review of the independent assessment, discuss the recommendation with the parent
and with the JEP team before the meeting of the IEP team.

In cases where the par-ent has obtained an independent assessment, attend the IEP team-

meeting if requested.

Participate as a member of the IEP team whenever the assessment of a pupil determines the pupil
is sericusly emotionally disturbed and residential placement may be necessary (Gov. Code, §
7572.5, subds. (2) and (b); Cal. Code Regs., tit. 2, § 60100)

1.

2.

Participate as a member of the IEP team whenever the assessment of a pupil determines the
pupil is seriously emotionally disturbed and residential placement may be necessary.

Re-assess the pupil in accordance with section 60400 of the regulations, if necessary.

Act as the lead case manager if the IEP calls for residential placement of a seriously .emotionally
disturbed pupil (Gov. Code, § 7572.5, subd. (c)(1); Cal. Code Regs., tit. 2, § 60110)

L

Designate a lead case manager when the expanded IEP team recommends out-of-home
residential placement for a seriously emotionally disturbed pupil. The lead case manager shall
perform the following activities:

a. Convene parents and representatives of public and private agencies in accordance with
section 60100, subdivision {f}, in order to identify the appropriate residential facility.

b. Complete the local mental health program payment authorization in order to initiate out
of home care payments.

¢.  Coordinate the completion of the necessary County Welfare Department, local mental
health program, and responsible local education agency financial paperwork or contracts.

d. Coordinate the completion of the residential placement as soon as possible.

e. Develop the plan for and assist the family and pupil in the pupil’s social and emotional
transition from home to the residential facility and the subsequent return to the home.

f. Facilitate the enrollment of the pupil in the residential facility.
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E.

g. Conduct quarterly face-to-face contacts with the pupil at the residential facility to monitor
the level of care and supervision and the implementation of the treatment services and the
IEP.

h. Notify the parent or legal guardian and the local education agency administrator or
designee when there is a discrepancy i the level of care, supervision, provision of
treatment services, and the requirements of the IEP.

Issue payments to providers of out-of-home residential care for the residential and non-educationat
costs of seriously emotionally disturbed pupils (Gov. Code, § 7581; Cal. Code Reps., tit. 2, §
60200, subd. (e))

1.

Issue payments to providers of out-of-home residential facilities for the residential and non-
educational costs of seriously emotionally disturbed pupils. Payments are for the costs of
food, clothing, shelter, daily supervision, a child’s personal incidentals, liability insurance
with respect to a child, and reasonable travel to the child’s home for visitation. Counties are
eligible to be reimbursed for 60 percent of the total residential and non-educational costs of 2
seriously emotionally disturbed child placed in an out-of-home residentia! facility.

- Beginning July 19, 2005, Welfare and Institutions Code section 18355.5 applies to this

program and prohibits a county from claiming reimbursement for its 60-percent share of the
total residential and non-educational costs of a seriously emotionally disturbed child placed
in an out-of-home residential facility if the county claims reimbursement for these costs Jfrom
the Local Revenue Fund identified in Welfare and Institutions Code section 17600 and
recefves the funds.

Submit reports to the State Department of Social Services for reimbursement of payments
issued to seriously emotionally disturbed pupils for 24-hour out-of-home care.

Participate in due process hearings relating to mental health assessments or services (Gov. Code, §
7586; Cal. Code Regs., tit. 2, § 60550.) When there is a proposal or a refusal to initiate or change
the identification, assessment, or educational placement of the child or the provision of a free,
appropriate public education to the child relating to mental health assessments or services, the
following activities are eligible for reimbursement;

1.

Retaining county counsel to represent the county mental health agency in dispute resolution.
The cost of retaining county counsel is reimbursable.

Preparation of witnesses and documentary evidence to be presented at hearings.

Preparation of correspondence and/or responses to motions for dismissal, continuance, and
other procedural issues.

Attendance and participation in formal mediation conferences.
Attendance and participation in information resolution conferences.

Attendance and participation in pre-hearing status conferences convened by the Office of
Administrative Hearings.

Attendance and participation in settlement conferences convened by the Office of
Administrative Hearings.

Attendance and participation in Due Process hearings conducted by the Office of
Administrative Hearings.

Paying for psychological and other mental health treatment services mandated by the test
claim legislation (California Code of Regulations, title 2, sections 60020, subdivisions (f) and
(1)), and the out-of-home residential care of a seriously emotionally disturbed pupil (Gov.
Code, § 7581; Cal. Code Regs., tit. 2, § 60200, subd. (e)), that are required by an order of a
hearing officer or a settlement agreement between the parties to be provided to a pupil
following due process hearing procedures initiated by a parent or guardian.

Reimbursement 1o parents for attorneys’ fees when parents prevail in due process hearings
and in negotiated settlement agreements is not reimbursable.

-10-
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Section V, Claim Preparation and Submlssmn describes the acceptable methods of submitting claimsState Mandates
states, in part:

There are two satisfactor_y methods of submitting claims for reimbursement of increased costs incurred
to comply with the mandate; the direct cost reporting method and the cost report method.

Direct Cost Reporting Method

A. Direct Cost Reporting

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

1. Salaries'and Benefits

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

2. Materials and Supplies

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

3. Contracted Services

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

4. Fixed Assets and Equipment

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

5. Travel

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

B. Indirect Cost Rates

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

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

expenditures and unallowable costs (as defined and described in OMB A-87 Attachments A and

B). However, unallowable costs must be included in the direct costs if they represent activities to

which indirect costs are properly allocable.

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

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

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

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

Cost Report Method
A. Cost Report Method

Under this claiming method, the mandate reimbursement claim is still submitted on the State
Controller’s claiming forms in accordance with c¢laiming instructions. A complete copy of the
annual cost report, including all supporting schedules attached to the cost report as filed with the
Departinent of Mental Health, must also be filed with the ¢laim forms submitted to the State
Controller.

B. Indirect Cost Rates

To the extent that reimbursable indirect costs have not already been reimbursed, they may be
claimed under this method.

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

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

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

The distribution base may be (1) total direct costs (excluding capital expenditures and other
distorting items, such as pass-through funds, major subcontracts, etc.), (2) direct salaries and
wages, or (3) another base which results in an equitable distribution.
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In calculating an ICRP, the claimant shall have the choice of one of the following methodologies: State Mandates

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

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

Section VI, Records Retention, outlines the records retention requirements as follows:

Pursuant to Government Code section 17558.5, subdivision (a), a reimbursement claim for actual costs
filed by a local agency or school district pursuant to this chapterl is subject to the nitiation of an audit
by the State Controller no later than three years after the date that the actual reimbursement claim is
filed or last amended, whichever is later. However,. if no funds are appropriated or no payment is made
to a claimant for the program for the fiscal year for which the claim is filed, the time for the Controller
to initiate an audit shall commence to run from the date of initial payment of the claim. All documents
used to support the reimbursable activities, as described in Section IV, must be retained during the
period subject to aundit. 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 andit findings.

Section VII, Offsetting Revenues and Other Reimbursements, describes the offsetting revenues that
must be identified and deducted from the claim as follows:

Any offsets and reimbursements the claimant experiences in the same program as a result of the same
statutes or executive orders found to contain the mandate shall be deducted from the costs claimed. In
addition, reimbursement for this mandate received from any of the following sources shall be
identified and deducted from this claim:

I. Funds received by a county pursuant to Government Code section 7576.5.

2. Any direct payments or categorical funding received from the state that is specifically allocated to
any service provided under this program. This includes the appropriation made by the Legislature
in the Budget Act 2001, which appropriated funds to counties in the amount of $12,334,000 (Stats,
2001, ch. 106, item 4440-131-0001), and the $69 million appropriations in 2003 and 2004 (Stats.
2003, ch. 157, item 6110-161-0890, provision 17; Stats. 2004, ch. 208, item 6110-161-0890,
provision 10) and the $69 millicn appropriation in 2005 (Stats. 2005, ch. 38, item 6110-161-0890,
provision 92). '

3. Funds received and applied to this program from the appropriation made by the Legislature in the
Budget Act of 2003 for disbursement by the State Controller’s Office, which appropriaied $120
miltion for costs claimed for fiscal years 2004-05 and 2003-06 for the Handicapped and Disabled
Students program (CSM 4282) and for Seriously Emotionally Disturbed {SED) Pupils: Out-of-
State Mental Health Services (97-TC-05). (Stats. 2005, ch. 38, item 4440-293-0001, provisions 11
and 12).

4. Private insurance proceeds obtained with the consent of a parent for purposes of this program.

5. Medi-Cal proceeds obtained from the state or federal government, exclusive of the county match,
that pay for a portion of the county services provided to a pupil under the Handicapped and
Disabled Students program in accordance with federal law.

6. Any other reimbursement received from the federal or state government, or other non-local source.
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Section X, Legal and Factual Basis for the Parameters and Guidelines, states: State Manda
The Statement of Decision on reconsideration is legally binding on all parties and provides the legal
and factual basis for the parameters and guidelines. The support for the legal and factual findings is
found in the administrative record for the test claim and the reconsideration. The administrative record,
including the Statement of Decision, is on file with the Commission. '

Handicapped and Disabled Students 11 Parameters and Guidelines — FY 2003-04 through FY
2005-06

On May 26, 2005, the CSM adopted a Statement of Decision in Handicapped and Disabled Students
II, finding that Government Code sections 7572.55 and 7576, as added or amended in 1994 and 1996,
and the joint regulations adopted by the Departments of Mental Health and Education as emergency
regulations in 1998 and final regulations in 1999, impose a reimbursable state-mandated program on
counties. These parameters and guidelines address only the amendments to the Handicapped and
Disabled Students program. Subsequently, the CSM adopted the parameters and guidelines on -
December 9, 2005, corrected them on July 21, 2006, and adopted the amendment on October 26,
2006.

Following are excerpts from the Handicapped and Disabled Students I Program’s parameters and
guidelines that are applicable to FY 2003-04 through FY 2005-06 (Tab 6). Beginning July I, 2001,
medication monitoring services are eligible for reimbursement. Beginning July 1, 2004, services
previously identified in the Handicapped and Disabled Students program’s parameters and guidelines
become exclusively reimbursable under the Handicapped and Disabled Students II program.

Section I, Summary of the Mandate, states:

On May 26, 2005, the Commission on State Mandates (Commission) adopted its Statement of

Decision in Handicapped and Disabled Students If, finding that Government Code sections 7572.55

and 7576, as added or amended in 1994 and 1996, and the joint regulations adopted by the

Departments of Mental Health and Education as emergency regulations in 1998 and final regulations in

1999 (Cal. Code Regs., tit. 2, §§ 60000 et seq.), impose a reimbursable state-mandated program on

counties within the meaning of article XIII B, section 6 of the California Constitution and Government
. Code section 17514.

The Handicapped and Disabled Students program was initially enacted in 1984 and 1985 as the state’s
response to federal legislation (Individuals with Disabilities Education Act, or IDEA) that guaranteed
to disabled pupils, including those with mental health needs, the right to receive a free and appropriate
public education. Three other Statements of Decision have been adopted by the Commission on the
Handicapped and Disabled Students program. They include Handicapped and Disabled Students
(CSM 4282), Reconsideration of Handicapped and Disabled Students (04-R1-4282-10), and Seriously
Emotionally Disturbed (SED) Pupils: Out-of-State Mental Health Services (97-TC-05),

Eligible claimants are rof entitled to reimbursement under these parameters and guidelines for the
activities approved by the Commission in Handicapped and Disabled Students {CSM 4282),
Reconsideration of Handicapped and Disabled Students (04-R1.-4282-10), and Seriously Emotionally
Disturbed (SED) Pupils: Out-of-State Mental Health Services (97-TC-05).

These parameters and guidelines address only the amendments to the Handicapped and Disabled
Students program. The Commission found, pursuant to the court’s ruling in Hayes v. Commission on
State Mandates (1992) 11 Cal. App.4th 1564, that Government Code sections 7572.55 and 7576, as
added or amended in 1994 and 1996, and the joint regulations adopted by the Departments of Mental
Health and Education as emergency regulations in 1998 and final regulations in 1999, constitute a
reimbursable state-mandated program since the state “freely chose” to impose the costs upon counties
as & means of implementing the federal IDEA program.
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These parameters and guidelines are effective for reimbursement claims filed for costs lncurred
through the 2003-2006 fiscal year. Commencing with the 2006-2007 fiscal year, reimbursement claims
shall be filed through the consolidated parameters and gnidelines for Handicapped and Disabled
Students (04-R1L-4282-10), Handicapped and Disabled Students H (02-TC-40/ 02-TC-49), and
Seriously Emotionally Disturbed (SED) Pupils: Qut-of-State Mental Health Services (97-TC-05).

Section IH, Period of Reimbursement, states, in part:

Government Code section 17557 states that a test claim shall be submitted on or before June 30
following a given fiscal year to establish eligibility for reimbursement for that fiscal year. The test
claim for this mandate was filed by the County of Stanislans (02-TC-40) on June 27, 2003, and filed by
the County of Los Angeles {02-TC-49) on June 30, 2003. Therefore, except as expressly provided in
Section IV, G {5), the period of reimbursement begins July 1, 2001.

Section IV, Reimbursable Activities, states, in part:

For each eligible claimant, the following activities are eligible for reimbursement:

A. Interagency Agreements (Cal. Code Regs., tit. 2, § 60030)

The one-time activity of revising the interagency agreement with cach local educational agency to
.include the following eight procedures: .

1)

2)

3)

4)

5)

6)

7

8)

Rcso]viﬁg interagency disputes at the local level, including procedures for the continued
provision of appropriate services during the resolution of any interagency dispute, pursuant to
Government Code section 7575, subdivision (f). For purposes of this subdivision only, the

- term “appropriate” means any service identified in the pupil’s IEP, or any service the pupil

actually was receiving at the time of the interagency dxspute (Cal. Code Regs, tit. 2, § 60030,
subd. ()(2).)

A host county to notify the community mental health service of the county of origin within
two (2) working days when a pupil with a disability is placed within the host county by
courts, regional centers or other agencies for other than educatlonal reasons. (Cal. Code Regs,
tit. 2, § 60030, subd. (c)}(4).)

Development of a mental health assessment plan and its implementation. (Cal. Code Regs.,
tit. 2, § 60030, subd. (c)}(5).)

At least ten (10) working days prior notice to the community mental health service of all IEP
team meetings, including annual IEP reviews, when the participation of its staff is required.
(Cal. Code Regs., tit. 2, § 60030, subd. (¢)(7).)

The provision of mental health services as soon as possible following the development of the
1IEP pursuant to section 300.342 of Title 34 of the Code of Federal Regulations. (Cal. Code
Regs., tit. 2, § 60030, subd. (c)(9).)

The provision of a system for monitoring contracts with nonpublic, nonsectérian schools to
ensure that services on the [EP are provided. {Cal. Code Regs., tit. 2, § 60030, subd. {c)}{(14}.)

The development of a resource list composed of qualified mental health professionals who
conduct mental health assessments and provide mental health services. The community
mental health service shall provide the LEA with a copy of this- list and monitor these
contracts to assure that services as specified on the IEP are provided. (Cal. Code Regs., tit. 2,
§ 60030, subd. (c}(15).)

Mutual staff development for education and mental health staff pursuant to Government Code
section 7586.6, subdivision (a). (Cal. Code Regs., tit. 2, § 60030, subd. (c}(17).)

{The activities of updating or renewing the interagency agreements are not reimbursable.)

B. Referral and Mental Health Assessments (Gov. Code, § 7576; Cal. Code Regs., tit. 2, §§ 60040,
60045)

1)

Work collaboratively with the local educational agency to ensure that assessments performed
prior to referral are as useful as possible to the community mental health service in
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2)

3)

4)

5)

6)
7

8)

9)

determining the need for mental hea]th services and the level of services needed. (Gov. Code,
§ 7576, subd. (b)(1).)

A county that receives a referral for a pupil with a different connty of origin shail forward the
referral within one working day to the county of origin. (Gov. Code, § 7576, subd. (g); Cal.
Code Regs., tit. 2, § 60040, subd. (g).)

If the county determines that a mental health assessment is not necessary, the county shall
document the reasons and notify the parents and the local educational agency of the county
determination within one day. (Cal Code Regs., tit. 2, § 60045, subd. (a)(1).)

If the county determines that the referral is incomplete, the county shall document the reasons,
notify the local educational agency within one working day, and return the referral. {Cal.
Code Regs., tit. 2, § 60045, subd. (&)(2).)

Notify the local educational agency when an assessment is determined necessary. (Cal. Code
Regs., tit. 2, § 60045, subd. (b).)

Provide the assessment plan to the parent. (Cal. Code Regs., tit. 2, § 60045, subd. (b).)

Report back to the referring local educational agency or IEP team within 30 days from the
date of the receipt of the referral if no parental consent for a mental health assessment has
been cbtained. (Cal. Code Regs., tit. 2, § 60045, subd. {c).)

Notify the local educational agency within one working day afler receipt of the parent’s
written consent for the mental health assessment to establish the date of the IEP meeting. (Cal.
Code Regs., tit. 2, § 60045, subd. (d).)

Provide the parent with written notification that the parent may require the assessor to attend
the IEP meeting to discuss the recommendation when the parent disagrees with the assessor’s
mental health service recommendation. (Cal. Code Regs., tit. 2, § 60045, subd. (f).)

10) The county of origin shall prepare yearly [EP reassessments to determine the needs of a pupil.

(Cal. Code Regs., tit. 2, § 60045, subd. (h).)

Transfers and Interim Placements (Cal. Code Regs., tit. 2, § 60055}

D

2)

Following a pupil’s transfer to a new school district, the county shall provide interim mental
health services, as specified in the existing IEP, for thirty days unless the parent agrees
otherwise.

Participate as a member of the IEP team of a transfer pupil to review the interim services and
make a determination of services.

. Participate as a Member of the Expanded IEP Team When Residential Placement of a Pupil is

Recommended (Gov. Code, § 7572.55; Cal Code Regs., tit. 2, § 60100)

1)

2)

E)

4)

When a recommendation is made that a child be placed in an out-of-state residential facility,
the expanded IEP team, with the county as a participant, shall develop a plan for using less
restrictive alternatives and in-state alternatives as soon as they become available, unless it is
in the best educational interest of the child to remain in the out-of-state school. (Gov. Code, §

7572.55, subd. (c).)

The expanded IEP team, with the county as a participant, shall document the alternatives to
residential placement that were considered and the reasons why they were rejected. (Cal.
Code Regs., tit. 2, § 60100, subd. {(c).}

The expanded IEP team, with the county as a participant, shali ensure that placement is in
accordance with the admission criteria of the facility. (Cal. Code Regs., tit. 2, § 60100, subd.
().

When the expanded IEP team determines that it is necessary to place a pupil who is seriously
emotionally disturbed in residential care, counties shall ensure that: (1) the mental health
services are specified in the JEP in accordance with federal law, and (2) the mental health
services are provided by qualified mental health professionals. (Cal. Code Regs., tit. 2, §
60100, subd. (i).)
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E. Case Management Duties for Pupils Placed in Residential Care (Cal. Code Regs tit. 2, §§ 60100,
60110)

1)

2)

3)

4)

5)

6)

7)

8)

Coordinate the residential placement plan of a pupil with a disability who is seriously
emotjonally disturbed as soon as possible after the decision has been made to place the pupil
in residential placement. The residential placement plan shall include provisions, as
determined in the pupil’s IEP, for the care, supervision, mental health treatment, psychotropic
medication monitoring, if required, and education of the pupil. (Cal. Code Regs., tit, 2, §
60110, subd, (b)(1).)

When the IEP team determines that it is necessary to place a pupil with a disability who is
seriously emotionally disturbed in a community treatment facility, the lead case manager shail
ensure that placement is in accordance with admission, continuing stay, and discharge criteria
of the community treatment facility. (Cal. Code Regs., tit. 2, § 60110, subd. (b)(3}.)

Identify, in consultation with the IEP team’s administrative designee, a mutually satisfactory
placement that is acceptable to the parent and addresses the pupil’s educational and mental
heaith needs in a mammer that is cost-effective for both public agencies, subject to the
requirements of state and federal special education law, including the requirement that the
placement be appropriate and in the least restrictive environment. (Cal. Code Regs, tit. 2, §§
60100, subd. (¢), 60110, subd. {cX2).) )

Document the determination that no nearby placement alternative that is able to implement
the IEP can be identified and seek an appropriate placement that is as close to the parents’
home as possible. (Cal. Code Regs., tit. 2, § 60100, subd. (f).)

Notify the local educational agency that the placement has been arranged and coordinate the
transportation of the pupil to the facility if needed. (Cal. Code Regs, tit. 2, § 60110, subd.

(X7

Facilitate placement authorization from the county’s interagency placement committee
pursuant to Welfare and Institutions Code section 4094.5, subdivision (e)(1), by presenting
the case of a pupil with a disability who is seriously emotionally disturbed prior to placement
in a community treatment facility. (Cal. Code Regs, tit. 2, § 60110, subd. (eX11).)

Evaluate every 90 days the continuing stay criteria, as defined in Welfare and Institutions
Code section 4094, of a pupil placed in a community treatment facility every 90 days. (Cal.
Code Regs, tit. 2, § 60110, subd. (c)(8).)

Schedule and attend the next expanded IEP team meeting with the expanded 1EP team’s
administrative designee within six months of the residential placement of a pupil with a
disability who is seriously emotionally disturbed and every six months thereafter as the pupil
remains in residential placement. (Cal. Code Regs, tit. 2, § 60110, subd. (c3(10).)

F. Authorize Payments to Out-Of-Home Residential Care Providers (Cal. Code Regs tit. 2, § 60200,
subd. (e})

)]

Authorize payments to residential facilities based on rates established by the Department of
Social Services in accordance with Welfare and Institutions Code sections 18350 and 18356.

This activity requires counties to determine that the residential placement meets all the criteria
established in Welfare and Institutions Code sections 18350 through 18356 before autherizing

payment.

G. Provide Psychotherapy or Other Mental Health Treatment Services (Cal. Code Regs., tit. 2, §§
60020, subd. (i), 60050, subd. (b), 60200, subd. (c})

1)

2)

The host county shall make its provider network available and provide the county of origin a
list of appropriate providers used by the host county’s managed care plan who are currently
available to take new referrals. (Cal. Code Regs., tit. 2, § 60200, subd. (c}(1}.)

The county of origin shall negotiate with the host county to obtain access to limited resources,
such as intensive day treatment and day rehabilitation. (Cal. Code Regs., tit. 2, § 60200, subd.

(eX(1).)
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3

4)

3)

6)

7

Provide case management services to a pupil when required by the pupil’s IEP. This service
shall be provided directly or by contract at the discretion of the county of erigin. (Cal. Code
Regs., tit. 2, § 60020, subd. (i).) :

Provide case management services and individual or group psychotherapy services, as defined
in Business and Professions Codé section 2903, when required by the pupil’s IEP. This
service shall be provided directly or by contract at the discretion of the county of origin. (Cal.
Code Regs., tit. 2, § 60020, subd, (i).)

Beginning July I, 2004, provide mental health assessments, collatera] services, intensive day
treatment, and day rehabilitation services when required by the pupil’s IEP, These services
shall be provided directly or by contract at the discretion of the county of origin. (Cal. Code

‘Regs., tit. 2, § 60020, subd. (i).)

Provide medication monitoring services when required by the pupil’s IEP. “Medication
monitoring” includes all medication support services with the exception of the medications or
biologicals themselves and laboratory work. Medication support services include prescribing,
administering, and monitoring of psychiatric medications. or biologicals as necessary to
alleviate the symptoms of mental illness. This service shall be provided directly or by contract
at the discretion of the county of origin. (Cal. Code Regs., tit. 2, § 60020, subds. () and (3).)

Notify the parent and the local educational agency when the parent and the county mutually
agree upon the completion or termination of a service, or when the pupil is no longer
participating in treatment. ((Cal. Code Regs., tit. 2, § 60050, subd. (b).) (When providing
Dpsychotherapy or other mental health treatment services, the activities of crisis intervention,
vocational services, and socialization services are not reimbursable. ) '

Section V, Claim Preparation and Submission, states, in part:

There are two satisfactory methods of submitting claims for reimbursement of increased costs incurred to

comply with the mandate: the direct cost reporting method and the cost report method.

Direct Cost Reporting Methed

A. Direct Cost Reporting

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

1.

Salaries and Benefits

Report each employee implementing the reimbursable activitics by name, job classification,

and productive hourly rate (total wages and related benefits divided by productive hours). -

Describe the specific reimbursable activities performed and the hours devoted to each
reimbursable activity performed.

Materials and Supplies

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

Contracted Services

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

-18-

Received

April 22, 2011
Commission on
State Mandates




Received
April 22, 2011
, Commission on
4. Fixed Assets and Equipment _ State Mandateg

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

B. Indirect Cost Rates

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

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

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

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

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

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

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

Cost Report Method
A. Cost Report Method

Under this claiming method, the mandate reimbursement claim is still subtitted on the State
Controller’s claiming forms in accordance with claiming instructions. A complete copy of the
annual cost report, including ali supporting schedules attached to the cost report as filed with the
Department of Mental Health, must also be filed with the claim forms submitted to the State
Controller.

B. Indirect Cost Rates

To the extent that reimbursable indirect costs have not already been reimbursed, they may be
claimed under this method.

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

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

If the claimant chooses to prepare an ICRP, both the direct costs (as defined and described in
OMB Circular A-87 Attachments A and B) and the indirect costs shall exclude capital
expenditures and unallowable costs (as defined and described in OMB A-37 Attachments A
and B). However, unallowable costs must be included in the direct costs if they represent activities
to which indirect costs are property allocable. '

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

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

t.  The allocation of allowable indirect costs (as defined and described in OMB Circular A-87
Attachments A and B) shall be accomplished by (1) classifying a department’s total costs for
the base period as either direct or indirect, and (2) dividing the total allowable indirect costs
(net of applicable credits) by an equitable distribution base. The result of this process is an
indirect cost rate which is used te distribute indirect costs to mandates, The rate should be
expressed as a percentage which the total amount allowable indirect costs bears to the base
selected; or

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

cost rate that is used to distribute indirect costs to mandates. The rate should be expressed as a -

percentage which the total amount allowable indirect costs bears to the base selected.
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Section VII, Offsetting Revenues and Other Reimbursements, describes the offsetting revenues that
must be identified and deducted from the claim as follows:

Any offsets and reimbursements the claimant experiences in the same program as a result of the same
statutes or executive orders found to contain the mandate shall be deducted from the costs claimed. In
addition, reimbursement for this mandate received from any of the following sources shall be
identified and deducted from this claim:

L
2.

Funds received by a county pursuant to Govemﬁxent Code section 7576.5.

Any direct payments or categorical funding received from the state that is specifically allocated to
any service provided under this program. This includes the appropriation made by the Legislature
in the Budget Act 2001, which appropriated funds to counties in the amount of $12,334,000 (Stats.
2001, ch. 106, item 4440-131-0001), and the $69 million apprepriations in 2003 and 2004 (Stats.
2003, ch. 157, item 6110-161-0890, provision 17, Stats. 2004, ch. 208, item 6110-161-0890,
provision 10).

Private insurance proceeds obtained with the consent of a parent for purposes of this program.

Medi-Cal proceeds obtained from the state or federal government, exclusive of the county match,
that pay for a portion of the county services provided to a pupil under the Handicapped and
Disabled Students program in accordance with federal law.

Any other reimbursement received from the federal or state government, or other non-lecal source.
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Section X, Legal and Factual Basis for the Parameters and Guidelines, states: State Mandate

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

II. COUNTY OVERSTATED COSTS BY CLAIMING INELIGIBLE REHABILITATION
SERVICES

Issue

For the period of July 1, 2003, through June 30, 2006, the county overstated costs by claiming
ineligible rehabilitation services. The ineligible rehabilitation services impact all three findings,
resulting in a net adjustment of $8,658,336. The county believes that rehabilitation services are
eligible and reimbursable under the state-mandated cost program.

SCO Analysis

For the audit period, the county submitted reimbursement claims totaling $22,284,470 (822,285,470
less a $1,000 penalty for filing a late claim)}—$6,741,221 for FY 2003-04 (86,742,221 less a $1,000
penalty for filing a late claim), $7,987,359 for FY 2004-05, and $7,555,890 for FY 2005-06. Our
audit -determined that $2,596,081 is allowable and $19,688,389 is unallowable. The costs are
unallowable because the county overstated assessment, treatment, and administrative costs, and
offsetting revenues.

The audit report discusses ineligible services claimed by the county including, but not limited to,
crisis intervention services (FY 2003-04), board and care costs (FY 2003-04), therapeutic behavioral
services, rehabilitation services and out-of-state residential placement costs that are not reimbursable
in accordance with the program’s parameters and guidelines. The county is disputing only the
portion of the findings related to ineligible rehabilitation services.

Neither the Handicapped and Disabled Students nor the Handicapped and Disabled Students II
program’s parameters and guidelines for the period identify rehabilitation services as a reimbursable
treatment cost. In its response, the county does not address the specific reimbursable actmty sections
in both program’s parameters and guidelines.

In the Reimbursable Activities section V. (B) (2), the Handicapped and Disabled Students program s
parameters and guidelines applicable to FY 2003-04 specify that the followmg treatment services are
reimbursable (Tab 4):

5. For each eligible claimant, the following cost items, for the provision of mental health services
when required by a child’s individualized education program, are ten (1(} percent reimbursable
{Gov. Code, Section 7576):

a. Individual therapy,

b. Collateral therapy and contacts,
Group therapy,

d. Day treatment, and

e. Mental health portion of residential treatment in excess of the State Department of Social
Services payment for the residential placement.
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The Handicapped and Disabled Students program’s parameters and guidelines applicable t§tate Mandates
FY 2004-05 through FY 2005-06 do not identify any reimbursable treatment services (Tab 5).

Beginning in FY 2004-05, the trcatment services were moved to the Handicapped and Disabled

Students Il program’s parameters and guidelines.

In the Reimbursable Activities section TV (G), the Handicapped and Disabled Students IT Program’s
parameters and guidelines applicable to FY 2003-04 through FY 2005-06, with the exception of item
(5), specify that the following services are reimbursable (Tab 6):

G. Provide Psychotherapy or Other Mental Health Treatment Services (Cal. Code Regs., ﬁt. 2, §8
60020, subd. (i}, 60050, subd. (b), 60200, subd. (c))

1) The host county shall make its provider network available and provide the county of origin a
list of appropriate providers used by the host county’s managed care plan who are currently
available to take new referrals. (Cal. Code Regs., tit. 2, § 60200, subd. (c)(1).)

2) The county of origin shall negotiate with the host county to obtain access to limited resources,
such as intensive day treatment and day rehabilitation. (Cal. Code Regs., tit. 2, § 60200, subd.

(e)(1))

3) rovide case management services to a pupil when required by the pupil’s IEP. This service
shall be provided directly or by contract at the discretion of the county of origin. (Cal. Code
Regs., tit. 2, § 60020, subd. (i).)

4} Provide case management services and individual or group psychotherapy services, as defined
in Business and Professions Code section. 2903, when required by the pupil’s IEP. This
service shall be provided directly or by contract at the discretion of the county of origin. (Cal.
Code Regs., tit. 2, § 60020, subd. (i).)

3) Beginning July 1, 2004, provide mental health assessments, collateral services, intensive day
treatment, and day rehabilitation services when required by the pupil’s IEP, These services
shall be provided directly or by contract at the discretion of the county of origin. {Cal. Code
Regs., tit. 2, § 60020, subd. {i).)

6) Provide medication monitoring services when required by the pupil’s IEP. “Medication
monitoring” includes all medication support services with the exception of the medications or
biologicals themselves and laboratory work. Medication support services include prescribing,
administering, and monitoring of -psychiatric medications or biologicals as necessary to
alleviate the symptoms of mental illness. This service shall be provided directly or by contract
at the discretion of the county of origin. (Cal. Code Regs., tit. 2, § 60020, subds. {f) and {i}.)

7) Notify the parent and the local educational agency when the parent and the county mutually
agree upon the completion or termination of a service, or when the pupil is no longer
participating in treatment. ((Cal. Code Regs., tit. 2, § 60050, subd. (b)) (When providing
psychotherapy or other mental health treatment services, the activities of crisis intervention,
vocational services, and socialization services are not reimbursable.)

The three sets of parameters and guidelines do not identify rehabilitation services as a reimbursable
activity. Further, the Handicapped and Disabled Students II program’s parameters and guidelines
specify that the activities of crisis intervention, vocational services, and socialization services are not
reimbursable.

County’s Narrative

Below is an outline of the county’s argument regarding the eligibility of rehabilitation services. For
the complete analysis, refer to the narrative for the county’s IRC.

I. THE CONTROLLER MISINTERPRETED THE PARAMETERS AND GUIDELINES
AND § 60020 IN CONCLUDING THAT THE COUNTY’S MENTAL HEALTH
REHABILITATION SERVICES ARE NOT REIMBURSABLE

-22-



1L

The Controller’s conclusion that the County’s mental health rehabilitation services fall “outside of
the program’s [Plarameters and [Gluidelines and [therefore] are not subject to reimbursement
under the state-mandated cost program,” Ex. At 416 (Final Audit Report at 12), is based on a
misreading of § 60020, the salient langunage of which is reiterated in the Parameters and
Guidelines. Contrary to the Controller’s conclusion, the mental health rehabilitation services
prov1ded by the County are reimbursable under the applicable Parameters and Gmdelmes and
governing regulations.

A. The Parameters and Guidelines speciﬁéally identify “day rehabilitation” as a reimbursable
mental health service.

B. The Shert-Doyle Regulations Provide Further Support for the County’s Position that Mental
Health Rehabilitation Services Fall Within. the AB 3632 Regulations’ Definition of
Reimbursable Mental Health Services.

C. The State Department of Mental Health’s exclusion of vocational and socialization services
from the definition of “mental health services” under AB 3632 is immaterial, as the County’s
rehabilitation services do not consist of vocational and socialization services.

D. Contrary to the Controller’s assertions, the Commission on State Mandates’ 2005 Statement
of Decision does not define mental health rehabilitation services as non—reimburs_able.

E. Whether the County’s Rehabilitation Services Fall Within the Broad Medi-Cal Definition of
“Rehabilitation” Has No Bearing on Whether They Are Covered by § 60020,

F.. The State Department of Mental Health, the Entity that Promulgated §60020, Has Confirmed
that Mental Health Rehabilitation Services Fall Within the Scope of that Regulation.

G.  The Controller’s View that These Services Were Not Covered by Decisions on Prior Test
Claims is Incorrect.

IE_§ 60020 EXCLUDED MENTAIL HEALTH REHABILITATION SERVICES FROM
THE DEFINITION OF “MENTAL HEALTH SERVICES” IT WOULD BE
INCONSISTENT WITH BOTH AB 3632 AND THE FEDERAL IDEA AND THEREFORE
INVALID

If the Controller were correct that §60020 excludes mental health rehabilitation services from the
set of the “mental health services” that county mental health departments are obligated to provide,
the regulations would be inconsistent with state and federal law, and therefore invalid.

A. Federal law requires the provision of mental health rehabilitation services to disabled children
who need them in order to benefit from a free appropriate public education.

B. AB 3632 delegated the State’s responsibility to provide any mental health services required
under IDEA to county mental health departments. If § 60020 does not require county mental
health departments to provide mental health rehabilitation services to eligible children who
need them, § 60020 would be inconsistent with AB 3632 and therefore mvalid.

C. If § 60020 is not read to include mental health rehabilitation services, the State has violated its
obligations under the IDEA.

D. The core purposes underlying both AB 3632 and the IDEA also counsel in favor of reading §
60020 as including all mental health services, including mental health services.

SCO’s Comment

Objective
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Our objective was to determine whether the costs of county-filed claims are reimbursable under the
Handicapped and Disabled Students program’s parameters and guidelines adopted by the CSM. In
our assessment, we also considered the Handicapped and Disabled Students Il program’s parameters
and guidelines also adopted by the CSM. We did not assess the appropriateness or need for services
provided in light of federal regulations.
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Parameters and Guidelines State Mandates

We maintain that rehabilitation services are not included in the Handicapped and Disabled Students
(Tabs 4 and 5) or Handicapped and Disabled Students II program’s parameters and guidelines (Tab
6). Further, we believe that rehabilitation services are not in the underlying state regulations, Title 2,
California Code of Regulations (CCR), section 60020, subdivision (i), that form the basis for the
services in the state-mandated cost program (Tab 7).

The CSM also considered the rehabilitation services in the reconsidered Handicapped and Disabled
Students parameters and guidelines. On May 26, 2005, the CSM issued a statement of decision on the
reconsideration of the program finding that rehabilitation services, as defined by Title 9, CCR, section
1810.243, are not reimbursable (Tab 8 — Page 39, footnote 96). At the time, the county did not voice
opposition to the CSM’s adoption of the reconsidered Handicapped and Disabled Students program’s
statement of decision and parameters and guidelines. Further, and more recently, the CSM responded
to the Department of Mental Health’s request for clarification on February 27, 2009, stating that
rehabilitation services, as defined by Title 9, CCR, section 1810.243, are not reimbursable under the
mandated cost program (Tab 9). The CSM opined that the test claim regulations do not require or
mandate counties to perform activities defined by section 1810.243.

Separate and Distinct Services

Contrary to the county’s position, we believe that rehabilitation services claimed by the county are
separate and distinct from day rehabilitation services. We allowed day rehabilitation services claimed

~ by the county, as these services are identified in the program’s parameters and guidelines (Tabs 4
and 6).

The county. prepared its claims using the cost report method, using the cost reports submitted to the
California Department of Mental Heaith (DMH) as a basis for its claims. The cost report identifies
various services by mode and service function, and accumulates associated the units of service
relative to each service type. For each mental health service claimed, the county computed its direct
costs by multiplying the corresponding units of service by the applicable unit rate. Further, the county
alse computed the corresponding offsetting revenues by identifying the portion of units of service that
are Medi-Cal, multiplying the units by a unit rate and then applying a funding percentage to
determine the offsetting revenue. Consistent with the DMH guidelines, and Medi-Cal reporting, the
county identified, tracked and reported the day rehabilitation services under Mode 10 — Day Mode of
Service and rehabilitation services under Mode 15 — Outpatient Mode of Service (Tab 10).

The definition of each rehabilitation service in the county’s Clinical Record Documentation Manual
for Outpatient Mental Health Services (Tab 11) is consistent with the service definitions in Title 9,
CCR (Tab 12). The county’s rehabilitation services definition is consistent with section 1810.243,
while the day rehabilitation service definition is consistent with section 1810.212. Day rehabilitation
does not include elements of socialization and vocational services, as these are separate and distinct
services in Mode 10, each having a separate service function code (Tab 10). Further, day
rehabilitation does not include other fringe services such as grooming, personal hygiene skills, and
daily living skills, which are part of rehabilitation. The documentation provided by the county in

. support of the rehabilitation services claimed includes fringe services, and the sample provided relates
to grooming and personal hygiene (Tab 13).

Each rehabilitation service also differs in terms of service delivery. Rehabilitation services are
delivered in minutes consistent with Mode 15, while day rehabilitation services are delivered in half-
day and full-day increments, requiring service availability of at least 3 hours and less than 24 hours
each day that the program is open, consistent with Mode 10 (Tab 10). A portion of the rehabilitation
services provided to do not meet the required service availability of at least 3 hours.
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Another distinguishing feature of rehabilitation services is that they can be provided by unlicense®tate Mandates
personnel. In contrast, in accordance with the Business and Professions Code, section 2903, the
mental health services of individual and group psychotherapy must be provided by licensed personnel
(Tab 14). As previously discussed rehabilitation services are accumulated under the Mode 15 —
Outpatient Mode of Service and is included in a range of mental health services (service function
codes 30-59) that includes individual and group psychotherapy; all mental health services within this
range have the same cost per unit of service delivered. Thus, rehabilitation services costs are
determined using the same unit rate as if the services were provided by licensed personnel.

If the rehabilitation services are, for all intents and purposes, identical to day rehabilitation services as
the county contends, the county has misrepresented the services provided when reporting to both
DMH and the federal government for Medi-Cal Federal Financing Participation reimbursement.

Offsetting Revenues — Wraparound Program

The county has not responded to our inquiries regarding the relationship between the rehabilitation
services provided and the Wraparound program. The rehabilitation services provided by the county
are in lieu of a residential placement as part of the Wraparound program. In its filed claims, the
county did not identify any associated revenues required by the mandate program’s parameters and
guidelines. Under Senate Bill 163, (Chapter 795, Statutes 1997), Wraparound services were
established using non-federal Aid to Families with Dependent Children-Foster Care (AFDC-FC).
Counties can use the AFDC-FC funding to provide children and families with family-based service
alternatives to group home care using the Wraparound process. The funding is provided for services
in lieu of an out-of-home residential placement and may include mental health treatment services. The
funding level provided by the California Department of Social Services in its administration of the
program is the same as if the client was placed in a group home. (Tab 15)

Recent Developments

The county’s response ignores acknowledgement by the DMH and other counties that the mandated
cost program’s underlying regulations do not include rehabilitation services. Currently, DMH and
counties have initiated efforts to add a definition of rehabilitation services to CCRs. In August 2009,
the DMH held a statewide conference call to discuss the issue of adding rehabilitation services to the
state regulations that form the basis of the state-mandated cost program (Tab 16). Representatives of
DMH, counties, and advocate groups discussed four potential definitions of rehabilitation services in
the context of AB 3632 program. The definitions proposed by the counties varied significantly in
terms of scope; some were broader, while others were narrower concerning the range of services.
Currently, the DMH’s legal staff is reviewing a definition that is a combination of the third and fourth
proposals. The first proposed definition, which the DMH did not select, is identical to that used by the
county and is based on section 1810.243. The combination of the third and fourth proposals excludes
activities identified in the first proposal — such as improving grooming, personal hygiene skills, and
meal preparation skills — that are not activities identified in day rehabilitation, section 1818.212.

Conclusion

The rehabilitation services are not identified in the Handicapped and Disabled Students and
Handicapped and Disabled Students II program’s parameters and guidelines. Further, the CSM
considered rehabilitation services in its reconsideration of the Handicapped and Disabled Students
program’s parameters and guidelines, stating that the services are not required by the test claim
legislation. The county did not voice opposition to the adoption of the program’s statement of
decision. Lastly, day rehabilitation services are separate and distinct from rehabilitation services in
terms of definition, tracking, reporting, and service delivery. As such, rehabilitation services are not
eligible for reimbursement under the state-mandated cost program.
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SCO’s Rebuttal Comment

Our brief responses to each of the county’s following points appears in italics:

L THE CONTROLLER MISINTERPRETED THE PARAMETERS AND GUIDELINES
AND § 60020 IN CONCLUDING THAT THE COUNTY’S MENTAL HEALTH
REHABHITATION SERVICES ARE NOT REIMBURSABLE.

A. The Parameters and Guidelines specifically identify “day rehabilitation” as a reimbursable
mental health service,

We allowed day rehabilitation services claimed by the county. However, rehabilitation and
day rehabilitation are separate and distinct services by definition, tracking, reporting, and
service delivery.

B. The Short-Doyle Regulations Provide Further Support for the County’s Position that Mental -

Health Rehabilitation Services Fall Within the AB 3632 Regulations’ Definition of
Reimbursable Mental Health Services.

Rehabilitation services are not identified as an eligible service in the program’s parameters
and guidelines. Further, rehabilitation services are not identified in the underlying regulation
" that forms the basis for the mandate.

C. The State Department of Mental Health’s exclusion of vocational and socialization services
from the definition of “mental health services” under AR 3632 is immaterial, as the County’s
rehabilitation services do not consist of vocational and socialization services,

Again, rehabilitation and day rehabilitation are separate and distinct services by definition,
tracking, reporting, and service delivery. By definition, day rehabilitation services do not
include vocational and socialization services, and do not include any of the Jfringe services
such as improving grooming, personal hygiene skills, and meal-preparation skills. The
documentation provided by the county in support of the rehabilitation services claimed
includes fringe services, and the sample provided relates to grooming and personal hygiene

(Tab I3).

D. Contrary to the Controller’s assertions, the Commission on State Mandates’ 2005 Statement
of Decision does not define mental health rehabilitation services as non-reimbursable.

On May 26, 2005, the CSM issued a statement of decision on the reconsideration of the
program finding that rehabilitation services, as defined by Title 9, CCR, section 1810.243,
are not reimbursable (Tab 8). At the time, the county did not voice opposition to the CSM's
adoption of the reconsidered Handicapped and Disabled Students program’s statement of
decision and subsequent adoption of the parameters and guidelines.

E. Whether the County’s Rehabilitation Services Fall Within the Broad Medi-Cal Definition of
“Rehabilitation” Has No Bearing on Whether They Are Covered by § 60020.

Rehabilitation services are not identified as an eligible service in the program’s parameters
and guidelines. Further, rehabilitation services are not identified in the underlying regulation
that forms the basis for the mandate.

F.  The State Department of Mental Health, the Entity that Promulgated §60020, Has Confirmed
that Mental Heaith Rehabilitation Services Fall Within the Scope of that Regulation.

Rehabilitation services are not identified as an eligible service in the program’s parameters
and guidelines. Further, rehabilitation services are not identified in the underbzmg regulation
that forms the basis for the mandate.

Currently, DMH is working with counties to develop regulations that include an acceptable
definition of rehabzlltatzon services within the context of the AB 3632 program.
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G. The Controller’s View that These Services Were Not Covered by Decisions on Prior Test State Mandates
Claims is Incorrect.

Rehabilitation services are not identified as an eligible service in the program’s parameters
and guidelines. Further, rehabilitation services are ot identified in the underlying regulation
that forms the basis for the mandate.

The counties promulgating the reconsideration of the program chose to propose and include
a definition of rehabilitation services in the statement of decision and parameters and
guidelines to render the services eligible for reimbursement under the state-mandated cost
program. However, on May 26, 2005, the CSM issued a statement of decision on the
reconsideration for the program finding that rehabilitation services, as defined by Title 9,
CCR, section 1810.243, are not reimbursable (Tab 8).

. IF § 60020 EXCLUDED MENTAL HEALTH REHABILITATION SERVICES FROM'
THE DEFINITION OF “MENTAL HEALTH SERVICES,” IT WOULD BE
INCONSISTENT WITH BOTH AB 3632 AND THE FEDERAL IDEA AND THEREFORE
INVALID

A. Federal law requires the provision of mental health rehabilitation services to disabled children
who need them in order to benetit from a free appropriate public education.

Our objective was fo determine whether the costs of county-filed claims are reimbursable
under the Handicapped and Disabled Students program’s parameters and guidelines adopted
by the CSM. In our assessment, we also considered the Handicapped and Disabled Students IT
program’s parameters and guidelines, also adopted by the CSM. We did not assess the
appropriateness or need for services provided in light of federal regulations.

B. AB 3632 delegated the State’s responsibility to provide any mental health services required
under IDEA to county mental health departments. If § 60020 does not require county mental
health departments to provide mental health rehabilitation services to eligible children who
need them, § 60020 would be inconsistent with AB 3632 and therefore invalid.

See response to item A. above.

C. If§ 60020 is not read to include mental health rehabilitation services, the State has violated its
obligations under the IDEA.

See response to item A. above.

III. CONCLUSION

The State Controller’s Office reviewed Santa Clara County’s claims for costs of the legislatively
mandated Handicapped and Disabled Students (Chapter 1747, Statutes of 1984; and Chapter 1274,
Statutes of 1985) for the period of July 1, 2003, through June 30, 2006. The county claimed
unallowable costs totaling $8,658,336. The costs are unallowable because the county claimed
ineligible rehabilitation services. '

In conclusion, the Commission on State Mandates should find that: (1) the SCO correctly reduced the
county’s FY 2003-04 claim by $6,741,221; (2) the SCO correctly reduced the county’s FY 2004-05
claim by $6,884,080; and (3) the SCO correctly reduced the county’s FY 2005-06 claim by
$6,063,088.
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IV, CERTIFICATION 7 ' State Mandates
I hereby certify by my signature below that the statements made in this document are true and correct
of my own knowledge, or, as to all other matters, I believe them to be true and correct based upon

information and belief.

Executed on December 31, 20 10; at Sacramento, California, by:

Mandated Cost Audits Bureau
Division of Audits
State Controller’s Office
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STATE OF. CALIFORANIA AANOLD SCHWARZENEGGER, Governor

COMMISSION ON STATE MANDATES
980 NINTH STREET, SUITE 300

SACRAMENTO, CA 95814

PHONE: (916) 323-3562

FAX: (916) 445-0278

E-mail: esminfo@csm.ca.gov

January 26, 2007

Mr, Leonard Kaye Mr. Allan P. Burdick

County of Los Angeles Ms. Pamela A. Stone
Auditor-Controlier’s Office MAXIMUS

500 West Temple Street, Room 603 4320 Auburn Blvd., Suite 2000
‘Los Angeles, CA 90012 . Sacramento, CA 95841

Mr, Linda Downs Ms. Giany Brummels

County of Stanislaus State Controller’s Office
Behavioral Health and Recovery Systems  Division of Accounting & Reporting
800 Scenic Drive 3301 C Street, Suite 500
Modesto, CA 95350 Sacramento, CA 95816

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

Re:  Adopted Parameters and Guidelines Amendment
Handicapped and Disabled Students (CSM 4282), 00-PGA-03; 00-PGA-04
Governiment Code Sections 7570-7588; Statutes 1984, Chapter 1747
(Assem. Bill No. 3632); Statutes 1985, Chapter 1274 (Assem. Bill No. 882);
California Code of Regulations, Title 2, Sections 60000-60610 {Emergency Regulations
filed December 31, 1985, designated effective January 1, 1986 (Register 86, No. 1) and
refiled June 30, 1986, designated effective July 12, 1986 (Register 86, No. 28))
Counties of Los Angeles and Stanislaus, Requestors

Dear Mr. Kaye, Mr. Burdick, Ms. Downs, and Ms. Brummels:

On January 25, 2007, the Commission on Siate Mandates adopted the enclosed parameters and
guidelines amendment.

If you have any questions, please contact Camille Sheiton at (916) 323-8215.

Sincerely,
PAULA HIGASHI

Executive Director

Enclosure
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BEFORE THE :
COMMISSION ON STATE MANDATES
STATE OF CALIFORNIA

IN RE PARAMETERS AND GUIDELINES
AMENDMENT ON:

Goivernment Code Sections 7570-7588;

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

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

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

Counties of Los Angeles and Stanislaus,
Requestors .

PARAMETERS AND GUIDELINES AMENDMENT

On January 25, 2007, the Commission on State Mandates adopted the attached

parameters and guidelines amendment.

M ot

PAULA HIGASHI, E twe Director

| GUIDELINES AMENDMENT PURSUANT TO

No. 00-PGA-03/04 (CSM 4282)

Handicapped and Disabled Students
ADOPTION OF PARAMETERS AND
GOVERNMENT CODE SECTION 17557 AND

TITLE 2, CALIFORNIA CODE OF
REGULATIONS, SECTION 1183.12

(Adopted on January 25, 2007) _

January 26, 2007
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Adopted: August 22, 1991
Amended: August 29, 1996
Amended: January 26, 2006
Amended: January 25, 2007

PARAMETERS AND GUIDELINES

Govemment Code Sections 7570-7588

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

California Code of Regulations, Title 2, Sections 60000-60610 (Emergency Regulations
filed December 31, 1985, designated effective January 1, 1986 (Register 86, No. 1)
and refiled June 30, 1986, designated effective July 12, 1986 (Register 86, No. 28))

Handicapped and Disabled Students (CSM 4282)
July 1, 2000 — June 30, 2004

L. SUMMARY OF MANDATE

Chapter 1747 of the Statutes of 1984 added Chapter 26, commencing with section 7570,
to Division 7 of Title 1 of the Government Code.

Chapter 1274 of the Statutes of 1985 amended sections 7572, 7372.5,7575, 7576, 7579,
7582, and 7587 of, amended and repealed 7583 of, added section 7586.5 and 7586.7 to,
and repealed 7574 of, the Government Code, and amended section 5651 of the Welfare
and Institutions Code. -

To the extent that Government Code section 7572 and section 60040, Title 2, Code of
California Regulations, require county participation in the mental health assessment for
“individuals with exceptional needs,” such legislation and regulations impose a new
program or higher level of service upon a county. Furthermore, any related county
participation on the expanded “Individualized Education Program” (IEP) team &nd case
management services for “individuals with exceptional needs” who are designated as
“seriously emotionally disturbed,” pursuant to subdivisions (a}, (b}, and (c) of
Government Code section 7572.5 and their implementing regulations, impose a new
program or higher level of service upon a county. ' :

The aforementioned mandatory county participation in the IEP process is not subject to
the Short-Doyle Act, and accordingly, such costs related thereto are costs mandated by
the state and are fully reimbursable within the meaning of section 6, article XIII B of the _
California Constitution. :

The provisions of Welfare and Institutions Code section 5651, subdivision (g), result ina
higher level of service within the county Short-Doyle program because the mental health
services, pursuant to Government Code sections 7571 and 7576 and their implementing
regulations, must be included in the county Short-Doyle annual plan. Such services
include psychotherapy and other mental health services provided to “individuals with

1 Haondicapped and Disabled Students
(C5M 4282, 00-PGA-03/04)
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exceptional needs,” including those designated as “‘seriously emotionally disturbed,” and
required in such individual’s IEP.

Such mental health services are subject to the current cost sharing formula of the Short-
Doyle Act, through which the state provides ninety (30) percent of the total costs of the

- Short-Doyle program, and the county is required to provide the remaining ten (10)
percent of the funds. Accordingly, only ten (10) percent of such program costs are

reimbursable within the meaning of section 6, article XIIIB of the California Constitution

as costs mandated by the state, because the Short-Doyle Act currently provides counties
ninety (90) percent of the costs of furnishing those mental health services set forth in
Government Code section 7571 and 7576 and their implementing regulations, and
described in the county’s Short-Doyle annual plan pursuant to Welfare and Institutions
Code section 5651, subdivision (g).

II. COMMISSION ON STATE MANDATES’ DECISIONS

The Commission on State Mandates, at its April 26, 1990 hearing, adopted a Statement of
Decision that determined that County participation in the IEP process is a state mandated
program and any costs related thereto are fully reimbursable. Furthermore, any mental
health treatment required by an IEP is subject to the Short-Doyle cost sharing formula.
Consequently, only the county’s Short-Doyle share (i.e., ten percent) of the mental health
treatment costs will be reimbursed as costs mandated by the state.

Statutes 2004, chapter 493 (Sen. Bill No. 1895) dlrected the Commission to reconsider
the 1990 Statement of Decision and parameters and guidelines for this program. On
May 26, 2005, the Commission adopted a Statement of Decision on reconsideration of
Handicapped and Disabled Students (04-RL-4282-10). The Commission found that the
1990 Statement of Decision correctly concluded that the test claim legislation imposes a
reimbursable state-mandated program on counties pursuant to article XIII B, section 6 of
the California Constitution. The Commission determined, however, that the 1990
Statement of Decision does not fully identify all of the activities mandated by the statutes
and regulations pled in the test claim or the offsetting revenue applicable to the claim.
Thus, the Commission, on reconsideration, identified the activities expressly required by
the test claim legislation and the offsetting revenue that must be identified and deducted

" from the costs claimed. The Commission’s Statement of Decision on reconsideration has
a period of reimbursement beginning July 1, 2004,

IIT. ELIGIBLE CLAIMANTS
All counties.
IV. PERIOD OF REIMBURSEMENT

Section 17557 of the Government Code states that a test claim must be submitted on or
before December 31 following a given fiscal year to establish eligibility for that year.
The test claim for this mandate was filed on August 17, 1987; all costs incutred on or
after July 1, 1986, through and including June 30, 2004, are reimbursable.

This amended set of parameters and guidelines is operative for reimbursement claims
filed for the period from July 1, 2000, through and including June 30, 2004.

2 Handicapped and Disabied Students
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Costs incurred beginning July 1, 2004, shall be claimed under the pérameters and
guidelines for the Commission’s decision on reconsideration, Handicapped and Disabled
Students (04-R1-4282-10).

Actual costs for one fiscal year should be included in each claim, and estimated costs for
the subsequent year may be included on the same claim, if applicable, pursuant to
Government Code section 17561,

If the total costs for a given fiscal year do not exceed $200', no reimbursement shall be
allowcd, except as otherwise allowed by Government Code section 17564,

V. REIMBURSABLE COSTS

A. One Hundred (100) percent of any costs related to IEP Participation, Assessment, and
Case Management: '

1. The scope of the mandate is one hundred (100) percent reimbursement, except that
for individuals billed to Medi-Cal only, the Federal Financing Participation portion
(FFP) for these activities should be deducted from reimbursable activities not
subject to the Short-Doyle Act. '

2. For each eligible claimant, the following cost items are one hundred (1 00) percent
reimbursable (Gov. Code, section 7572, subd. (d)(1)):

a. Whenever an LEA refers an individual suspected of being an ‘individual with
exceptional needs’ to the local mental health department, mental health
assessment and recommendation by qualified mental health professionals in
conformance with assessment procedures set forth in Article 2 (commencing
with section 56320) of Chapter 4 of part 30 of Division 4 of the Education
Code, and regulations developed by the State Department of Mental Health, in
consultation with the State Department of Education, including but not limited
to the following mandated services: '

i.  interview with the child and family,

il collateral interviews, as necessary,

iit. review of the records,

iv.  observation of the child at school, and

v. psychological testing and/or psychiatric assessment, as necessary.,

b. Review and discussion of mental health assessment and recommendation with
parent and appropriate IEP team members. (Gov. Code, § 7572, subd. (d)(1).)

c.” Attendance by the mental health professional who conducted the assessment at
IEP meetings, when requested. (Gov. Code, § 7572, subd. {d¥1))

d. Review by claimant’s mental health professional of any independent
assessmeni(s) submitted by the JEP team. (Gov. Code, § 7572, subd. (d)(2).)

! Beginning September 30, 2002, claims must exceed $1000. (Stats. 2002, ch. 1124.)_

3 Handicapped and Disabled Students
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e. When the written mental health assessment report provided by the local mental
health program determines that an ‘individual with special needs’ is ‘seriously
emotionally disturbed’, and any member of the IEP team recommends

. residential placement based upon relevant assessment information, inclusion of
the claimant’s mental health professwna] on that individual’s expanded IEP

team.

f. When the IEP prescribes residential placement for an ‘individual with
exceptional needs’ who is ‘seriously emotionally disturbed,’ claimant’s mental
health pcrsonnel’s identification of out-of-home placement, case management,
six month review of 1EP, and expanded IEP responsibilities. (Gov. Code,

§ 7572.5.) _

g. Reqmred participation in due process procedures, mcludmg but not limited to
due process hearings.

3. One hundred (100} percent of any administrative costs related to IEP Participation,
Assessment, and Case Management, whether direct or indirect.

B. Ten (10) percent of any costs related to mental health treatment services rendered
under the Short-Doyle Act:

1. The scope of the mandate is ten (10) percent reimbursement.

2. For each eligible claimant, the following cost items, for the provision of mental
health services when required by a child’s individualized education program, are
ten (10) percent reimbursable (Gov. Code, § 7576):

a.  Individual therapy,

b.  Collateral therapy and contacts,
c. . Group therapy,

d. Day treatment, and

e. Mental health portion of residential treatment in excess of the State Department
of Social Services payment for the residential placemerit.

3. Ten (10) percent of any administrative costs related 1o mental health treatment
services rendered under the Short-Doyle Act, whether direct or indirect.

VI. CLAIM PREPARATION

There are two satisfactory methods of submitting clalms for reimbursement of mcrf:ased
costs tncurred to comply with the mandate:

A. Actual Increased Costs Method. To claim under the Actual Increased Costs
Method, report actual increased costs incurred for each of the following expense
categories in the format specified by the State Controller’s claiming instructions.
Attach supporting schedules as necessary:

1. Employee Salaries and Benefits: Show the classification of the employees
involved, mandated functions performed, number of hours devoted to the
function, and hourly rates and benefits.

4 Handicapped and Disabled Students
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2. Services and supplies: Include only expenditures which can be identified as a
direct cost resulting from the mandate. List cost of materials acquired which have
been consumed or expended specifically for the purpose of this mandate.

3. Direct Administrative Costs:

a. One hundred (100) percent of any direct administrative costs related to IEP
- Participation, Assessment, and Case Management.

b. Ten (10) percent of any direct administrative costs related to menta] health
treatment rendered under the Short-Doyle Act.

4. Indirect Administrative and Overhead Costs: To the extent that reimbursable
indirect costs have not already been reimbursed by DMH from categorical
funding sources, they may be claimed under this method in either of the two
following ways prescribed in the State Controller’s claiming instructions:

a. Ten (10) percent of related direct labor, excluding fringe benefits. This
method may not result in a total combined reimbursement from DMH and SCO
for program indirect costs which exceeds ten (10) percent of total program
direct labor costs, excluding fringe benefits.

OR if an indiréct cost rate greater than ten (10) percent is being claimed,

b. By preparation of an “Indirect Cost Rate Proposal” (ICRP) in full compliance
with Office of Management and Budget Circular No. A-§7 (OMB A-87). Note
that OMB A-87 was revised as of May 17, 1995, and that while OMB A-87is
based on the concept of full allocation of indirect costs, it recognizes that in
addition to its restrictions, there may be state laws or state regulations which
further restrict allowability of costs. Additionally, if more than one department
is involved in the mandated program; each department must have its own
ICRP. Under this method, total reimbursement for program indirect costs from
combined DMH and SCO sources must not exceed the total for those items as
computed in the ICRP(s). -

B. Cost Report Method. Under this claiming method the mandate reimbursement claim
is still submitted on the State Controller’s claiming forms in accordance with the:
claiming instructions. A complete copy of the annual cost report including all
supporting schedules attached to the cost report as filed with DMH must also be filed
with the claim forms submitted to the State Controller.

l. To the extent that reimbursable indirect costs have not already been reimbursed by

DMH from categorical funding sources, they may be claimed under this method
in either of the two following ways prescribed in the State Controller’s claiming
instructions: -

a. Ten (10) percent of related direct labor, excluding fringe benefits. This method
may not result in a total combined reimbursement from DMH and SCO for
program indirect costs which exceeds ten (10) percent of total program direct
labor costs, excluding fringe benefits.
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OR if an indirect cost rate greater than teﬁ-(lO) percent is being claimed,

b. By preparation of an “Indirect Cost Rate Proposal” (ICRP) in full
comphiance with Office of Management and Budget Circular No. A-87 _
{OMB A-87). Note that OMB A-87 was revised as of May 17, 1995, and that
while OMB A-87 is based on the concept of full allocation of - indirect costs, it
recognizes that in addition to its restrictions, there may be state laws or state
regulations which further restrict allowability of costs. Additionally, if more
than one department is involved in the mandated program; each department
must have its own ICRP. Under this method, total reimbursement for program
indirect costs from combined DMH and SCO sources must not exceed the total
for those items as computed in the [CRP(s).

VII. SUPPORTING DATA

For anditing purposes, all costs claimed must be traceable to source documents and/or
worksheets that show evidence of the validity of such costs. Pursuant to Government
Code section 17558.5, subdivision (a), a reimbursement claim for actual costs filed by a
local agency or school district is subject to audit by the State Controller no iater than two
years after the end of the calendar year in which the reimbursement claim is filed or last
amended. However, if no funds are appropriated for the program for the fiscal year for
which the claim is made, the time for the State Controller to initiate an audit shall
commence to run from the date of initial payment of the claim,

VIIL OFFSETTING REVENUES AND OTHER REIMBURSEMENTS

Any offsets and reimbursements the claimant experiences in the same program as a result
of the same statutes or executive orders found to contain the mandate shall be deducted
from the costs claimed. In addition, reimbursement for this mandate received from any
of the following sources shall be identified and deducted from this claim:

1.  Funds received by a county pursuant to Government Code section 7576.5 (operatlve
and effective on August 11, 2003},

2. Any direct payments or categorical funding received from the state that is
specifically allocated to any service provided under this program. This includes the
appropriation made by the Legisiature in the Budget Acts of 2000 and 2001, which
appropriated funds to counties in the amount of $12,334,000 (Stats. 2000, ch. 52,
itemn 4440-131-0001; Stats. 2001, ch. 106, item 4440-131-0001), and the $69 _
million appropriation in 2003 (Stats. 2003, ch. 157, item 6110-161-0890, provision
17).

3. Private insurance proceeds obtained with the consent of a parent for purposes of this
program. :

4.  Medi-Cal proceeds obtained from the state or federal government, exclusive of the
county match, that pay for a portion of the county services provided to a pupil under
the Handicapped and Disabled Students program in accordance with federal law.

5. Any other reimbursement received from the federal or state government, or other
non-local source.
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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

|
IX. REQUIRED CERTIFICATION _
mandated by the state contained herein.
|
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Original List Date: 711172002 Mailing Information: Netice of adopted Ps & Gs

Last Updated: 7/7/2008 . .
List Print Date: 01/26/2007 Mailing L{St
Claim Number: 00-PGA-D3 '
lssue: Handicapped and Disabled Students

Related Matter{s}
' 00-PGA-04 Handicapped and Disabled Students

TO ALL PARTIES AND INTERESTED PARTIES:

Each commission mailing kst is continuously updated as requests are received to include or remove any party or person

on the mailing list. A cument mailing list is provided with commissign comespondence, and a copy of the curent 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 conceming 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., fit. 2, § 1181.2.)

. Mr. Mark Refowitz

COUnty of Ofange Health Care Agency Tel: (714) 834-6254
Orange County Department of Mental Health
405 W. 5th St., Suite 721 , ‘ o Fax: . (714) 834-3660

Santa Ana, CA 92701

Mr. Keith B. Petersen

SixTen & Associates ' ' Tel: (858) 514-8605
5252 Balboa Avenue, Suite 900 )

San Diego, CA 92117 Fax: (858) 514-8645
Ms. Pam Stone . Claimant ﬁaprasentative
MAXIMUS Tel:  (916) 485.8102
4320 Aubum Biwd., Suite 2000 _ _

Sacramento, CA 95841 , ' Fax: (916) 485-0111

Mr. Mark Sigmah

Riverside County Sheriffs Office ) Tel: (951) 955-2700
4095 Lemon Street
P O Bax 512 _ Fax:  (951) 855-2720

Riverside, CA 92502

Ms. Susan Geanacou

Department of Finance {A~15) Teb (918 4453274
915 L Street, Suite 1190 . ' .
Sacramento, CA 95814 Fax. (916).324-4888

Page: 1




Received

—— - _ April 22, 2011
. : : Commiissiorgon
. . Stamtes
Ms. Patricia Ryan _ : _ _
Califomia Mental Health Direclors Assaciation Tel: (916) 556:3477
2125 19 Street, #2 , : _
Sacramento, CA 95818-1602 ' Fax:  (916) 4464519

Ms. Diane Cummins

Office of Senator Don Perata (E-22) Tél' (916) 327.9178
California State Senate ' '
State Capitol, Room 412 Fax:

Sacramento, CA 95814

Mr. Alan Fernandes

Nielsen & Merksamer _ Tel- (916) 4466752
1415 L Street, Suite 1200

Sacramento, CA 95814 Fax: (916) 4466106

Ms. Donna Ferebeé :
Department of Finance (A-15) Tel: {916) 445-3274

915 L Street, 11th Floor |
Sacramento, CA 95814 Fax:  (916) 323-9584

Ms. Bonnie Bums ‘
Children & Family Senices 7 - Ter (916) 000-0000

County of Fresno
2011 Fresno Street, Suite 301 Fax:  (916) 000-0000

Fresno, CA 93721

Ms. Christine L. Cohen

County of Ventura Tel:  (805) 654-3151
County Augilor's Cffice .
800 S. Victora Avenue . Fax:  (BO5)654-5081

Ventura, CA 93009-1540

Ms. Diane Van Maren

Séna!e Budgel & Fiscal Review Commiltee (E-ZZ) Tel: (916) 445 55072
California State Senate : )
State Capitol, Room 5066 Fax: (916) 323-8386

Sacramento, CA 85814

Ms. Meloney Roy

Counfy of Ventura Behavioral Healih. Tel: (805} 652-3288
300 N. Hillmont Avenue, Suite 252
Ventura, CA 93003 : Fax:  (805) 6526160

Ms Cale Batalle.

San Matec Mental Health ) Tel: (650} 573-2544
225 37th Avenue
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Amendment Adopted: October 26, 2006
‘Corrected: July 21, 2006
Adopted January 26, 2006

AMENDED PARAMETERS AND GUIDELINES

. Government Code Sections 7570-7588 -
Statutes 1984, Chapter 1747 (Assem. Bill No. 3632);
Statutes 1985, Chapter 1274 (Assem. Bill No. 882)

California Code of Regulations, Title 2, Sections 60000-60610
(Emergency regulations effective January 1, 1986 [Register 86, No. 1], and re-filed
June 30, 1986, designated effective July 12, 1986 [Register 86, No. 28)])

Handicapped and Disabled Students (04-RL-4282-10)

EFFECTIVE FOR REIMBURSEMENT CLAIMS FILED FOR COSTS INCURRED
THROUGH THE 2005-2006 FISCAL YEAR

I SUMMARY OF THE MANDATE

Statutes 2004, chapter 493 (Sen. Bill No. 1895) directed the Commission on State Mandates
{Commission) to reconsidet its prior final decision and parameters and guidelines on the
Handicapped and Disabled Students program (CSM 4282). On May 26, 2005, the Commission
adopted a Statement of Decision on Handicapped and Disabled Students (04-R1L-4282-10)
pursuant to Senate Bill 1895.

The Handicapped and Disabled Students program was enacted in 1984 and 1985 as the state’s
response to federal legislation (Individuals with Disabilities Education Act, or IDEA) that
guaranteed to disabled pupils, including those wnh mental health needs, the right to receive a
free and appropriate public education.

The Commission determined that the test claim legislation imposes a reimbursable state-
mandated program on counties pursuant to article XIII B, section 6 of the California Constitution '
for the activities expressly required by statute and regulation. The Commission also concluded
that there is revenue and/or proceeds that must be identified as an offset and deducted from the
costs claimed.

Two other Statements of Decision have been adopted by the Commission on the Handicapped
and Disabled Students program. They include Handicapped and Disabled Students 11 (02-TC-
40/02-TC-49), and Seriously Emotionally Disturbed (SED) Pupils: Qut-of-State Mental Health
Services (97-TC-05).

These parameters and guidelines address only the Commission’s findings on reconsideration of
the Handicapped and Disabled Students program. These parameters and guidelines are effective
for reimbursement claims filed through the 2005-2006 fiscal year. Commencing with the 2006-
2007 fiscal year, reimbursement claims shall be filed through the consolidated parameters and
guidelines for Handicapped and Disabled Students (04-RL-4282-10), Handicapped and

Disabled Students II (02-TC-40/02-TC-49), and Seriously Emotionally Disturbed (SED) Pupils:
Out-of-State Mental Health Services (97-TC-05).

Amended Paraméters and Guidelines
Handicapped and Disabled Students (04-R1.-4282-10)
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IL. ELIGIBLE CLAIMANTS

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

.  PERIOD OF REIMBURSEMENT

The period of reimbursement for the activities in this parameters and guidelines amendment
begins on July 1, 2004.

Pursuant to Government Code SE:CUOI] 17560, reimbursement for state-mandated costs may be
claimed as follows:

1. A local agency may file an estimated reimbursement claim by January 15 of the fiscal
year in which costs are to be incurred, and, by January 15 following that fiscal year shall
file an annual reimbursement claim that details the costs actually incurred for that fiscal
year; or it may comply with the provisions of subdivision (b).

2. Alocal agency may, by January 15 following the fiscal year in which costs are incurred,
file an annual reimbursement claim that details the costs actually incurred for that fiscal
year.

3. Inthe event revised claiming instructions are issued by the Controller pursuant to
subdivision (c) of section 17558 between October 15 and January 15, a local agency
filing an annual reimbursement claim shall have 120 days following the issnance date of
the revised claiming instructions to file a claim.

Reimbursable actual costs for one fiscal year shall be included in each claim. Estimated costs for
the subsequent year may be included on the same claim, if applicable. Pursuant to Government
Code section 17561, subdivision (d)(1), all claims for reimbursement of initial years® costs shall
be submitted within 120 days of the issuance of the State Controller’s claiming instructions. If
the total costs for a given fiscal year do not exceed $1,000, no reimbursement shall be allowed,
except as otherwise allowed by Government Code section 17564.

There shall be no reimbursement for any period in which the Leglslature has suspended the
operation of a mandate pursuant to state law.,

1IV.  REIMBURSABLE ACTIVITIES

To be eligible for mandated cost reimbursement for any given fiscal year, only actual costs may
be claimed. Actual costs are those costs actually incurred to implement the mandated activities.
Actual costs must be traceable and supported by source documents that show the validity of such
costs, when they were incurred, and their relationship to the reimbursable activities. A source -
document is a document created at or near the same time the actual cost was incurred for the
event or activity in question. Source documents may include, but are not limited to, employee
time records or time logs, sign-in sheets, invoices, and receipts.

Evidence corroborating the source documents may include, but is not limited to, worksheets, cost
allocation reports (system generated), purchase orders, contracts, agendas, calendars, and
declarations. Declarations must include a certification or declaration stating, “I certify (or
declare) under penalty of perjury under the laws of the State of California that the foregoing is
true and correct,” and must further comply with the requirements of Code of Civil Procedure
section 2015.5. Evidence corroborating the source documents may include data relevant to the

2
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reimbursable activities otherwise reported in compliance with local, state, and federal
government requirements. However, corroborating documents cannot be substituted for source

documents.

The claimant is only ailowed to claim and be reimbursed for increased costs for reimbursable
activities identified below. Claims should exclude reimbursable costs included in claims
previously filed, beginning in fiscal year 2004-2003, for Handicapped and Disabled Students IT
(02-TC-40/02-TC-49), or Seriously Emotionally Disturbed (SED) Pupils: Out-of State Mental
Health Services (97-TC-05). In addition, estimated and actual claims filed for fiscal years
2004-2005-and 2005-2006 pursuant to the parameters and guidelines and claiming instructions
for Handicapped and Disabled Students (CSM 4282) shall be re-filed under these parameters
and guidelines. '

Increased cost is limited to the cost of an activity that the claimant is required to incur as a result
of the mandate. For each eligible claimant, the following activities are eligible for
reimbursement: . '

A. Renew the interagency agreement with the local educational agency every three years and, if
necessary, revise the agreement (Gov. Code, § 7571; Cal. Code Regs., tit. 2, §§ 60030,
60100)

1. Renew the interagency agreement every three years, and revise if necessary.

2. Define the process and procedures for coordinating local services to promote alternatives
to out-of-home care of seriously emotionally disturbed pupils.

B. Perform an initial assessment of a pupil referred by the local educational agency, and discuss
assessment results with the parents and IEP team (Gov. Code, § 7572, Cal. Code Regs., tit. 2,
§ 60040)

1. Review the following educational information of a pupil referred to the county by a local
educational agency for an assessment: a copy of the assessment reports completed in
accordance with Education Code section 56327, current and relevant behavior
observations of the pupil in a variety of educational and natural settings, a report prepared
by personnel that provided “specialized” counseling and guidance services to the pupil
and, when appropriate, an explanation why such counseling and guidance will not meet
the needs of the pupil.

2. If necessary, observe the pupil in the school environment to determine if mental health
assessments are needed.

3. If necessary, interview the pupil and famiiy, and conduct collateral interviews.

4. If mental health assessments are deemed necessary by the county, develop a mental
health assessment plan and obtain the parent’s written informed consent for the
assessment.

5. Assess the pupil within the time required by Education Code section 56344.

6. If a mental health assessment cannot be completed within the time limits, provide notice
to the IEP team administrator or designee no later than 15 days before the scheduled IEP
meeting. .

Amended Parameters and Guidelines
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1
7. Prepare and provide to the IEP team, and the parent or guardian, a written assessment 1
report in accordance with Education Code section 56327. The report shall include the
following information: whether the pupil may need special education and related
services; the basis for making the determination; the relevant behavior noted during the
observation of the pupil in the appropriate setting; the relationship of that behavior to the |
pupil’s academic and social functioning; the educationally relevant health and |
development, and medical findings, if any; for pupils with learning disabilities, whether |
there is such a discrepancy between achievement and ability that it cannot be corrected
without special education and related services; a determination concerning the effects of
environmental, cultural, or economic disadvantage, where appropriate; and the need for |
specialized services, matetials, equipment for pupils with low incidence disabilities. |

8. Review and discuss the county recommendation with the parent and the appropriate
members of the IEP team before the IEP team meeting.

9. In cases where the local education agency refers a pupil to the county for an assessment,
attend the IEP meeting if requested by the parent. -

10. Review independent assessments of a pupil obtained by the parent.

11. Following review of the independent assessment, discuss the recommendation with the
parent and with the IEP team before the meeting of the IEP team.

12. In cases where the parent has obtained an independent assessment, attend the IEP team
meeting if requested.

C. Participate as a member of the IEP team whenever the assessment of a pupil determines the
pupil is seriously emotionally disturbed and residential placement may be necessary (Gov.
Code, § 7572.5, subds. (a) and (b); Cal. Code Regs., tit. 2, § 60100)

1. Participate as a member of the IEP team whenever the assessment of a pupil determines
the pupil is seriously emotionally disturbed and residential placement may be necessary.

2. Re-assess the pupil in accordance with section 60400 of the regulations, if necessary.

D. Act as the lead case manager if the IEP calls for residential placement of a seriously
emotionally disturbed pupil (Gov. Code, § 7572.5, subd. (c)(1); Cal. Code Regs.,
tit. 2, § 60110)

1. Designate a lead case manager when the expanded IEP team recommends out-of-home
residential placement for a seriously emotionally disturbed pupil. The lead case manager
shall perform the following activities:

a. Convene parents and representatives of public and private agencies in accordance
with section 60100, subdivision (f), in order to identify the appropriate residential
facility. ‘

b. Complete the local mental health program payment authorization in order to
initiate out of home care payments.

¢. Coordinate the completion of the necessary County Welfare Department, local
mental health program, and responsible local education agency financial
paperwork or contracts.

Amended Parameters and Guidelines
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d. Coordinate the completion of the residential placement as soon as possible.

e. Develop the plan for and assist the family and pupil in the pupil’s social and
emotional transition from home to the residential facility and the subsequent
return to the home.

f. Facilitate the enrollment of the pupi.] in the residential facility.

g. Conduct quarterly face-to-face contacts with the pupil at the residential facility to
monitor the level of care and supervision and the implementation of the treatment
services and-the IEP.

h. Notify the parent or legal guardian and the local education agency administrator
or designee when there is a discrepancy in the level of care, supervision, provision
of treatment services, and the requirements of the IEP.

E. Issue payments to providers of out-of-home residential care for the residential and non-
educational costs of seriously emotionally dlsturbed pupils (Gov Code, § 7581; Cal. Code
Regs., tit. 2, § 60200, subd. (e))

1. Issue payments to providers of out-of-home residential facilities for the residential and
non-cducational costs of seriously emotionally disturbed pupils.: Payments are for the
costs of food, clothing, shelter, daily supervision, a child’s personal incidentals, liability
insurance with respect to a child, and reasonable travel to the child’s home for visitation.
Counties are eligible to be reimbursed for 60 percent of the total residential and non-
educational costs of a seriously emotionally disturbed Chl]d placed in an out- of home
residential facility.

Beginning July 19, 2005, Welfare and Institutions Code section 18355.5 applies to this
program and prohibits a county from claiming reimbursement for its 60-percent share of
the total residential and non-educational costs of a seriously emotionally disturbed child
placed in an out-of-home residential facility if the county claims reimbursement for these
costs from the Local Revenue Fund identified in Welfare and Institutions Code

section 17600 and receives the funds.

2. Submit reports to the State Department of Social Services for reimbursement of payments
issued to seriously emotionally disturbed pupils for 24-hour out-of-home care.

F. Participate in due process hearings relating to mental health assessments or services
(Gov. Code, § 7586; Cal. Code Regs., tit. 2, § 60550.) When there is a proposal or a refusal
to initiate or change the identification, assessment, or educational placement of the child or
the provision of a free, appropriate public education to the child relating to mental health
assessments or services, the following activities are eligible for reimbursement:

1. Retaining county counsel to represent the county mental health agency in dispute
resolution. The cost of retaining county counsel is reimbursable.

2. Preparation of witnesses and documentary evidence to be presented at hearings.

3. Preparation of correspondence and/or responses to motions for dismissal,
continuance, and other procedural issues.

4. Attendance and participation in formal mediation conferences.

Amended Parameters and Guidelines
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5. Attendance and participation in information resolution conferences.

6. Attendance and participation in pre-hearing status conferences convened by the
Office of Administrative Hearings. :

7. Attendance and participation in settlement conferences convened by the Office of
Administrative Hearings.

8. Attendance and participation in Due Process hearings conducted by the Office of
Administrative Hearings.

9. Paying for psychological and other mental health treatment services mandated by
the test claim legislation (California Code of Regulations, title 2, sections 60020,
subdivisions (f) and (i)), and the out-of-home residential care of a seriously
emotionally disturbed pupil (Gov. Code, § 7581; Cal. Code Regs., tit. 2, § 60200,
subd. (e}), that are required by an order of a hearing officer or a settlement
agreement between the parties to be provided to a pupil following due process
hearing procedures initiated by a parent or guardian.

Reimbursement to parents for attorneys’ fees when parents prevail in due process
hearings and in negotiated settlement agreements is not reimbursable.

V. CL.AIM PREPARATION AND SUBMISSION

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

There are two satisfactory methods of submitting claims for reimbursement of increased costs
incurred to comply with the mandate: the direct cost reporting method and the cost report
method.

Direct Cost Reporting Method
A. Direct Cost Reporting

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

1. Salaries and Benefits

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

2. Materials and Supplies

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

Amended Parameters and Guidelines
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3. Contracted Services

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

4. Fixed Assets and Equipment

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

5. Travel

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

B. Indirect Cost Rates

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

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

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

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

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

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

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

Cost Report Method
A. Cost Report Method

Under this claiming method, the mandate reimbursement claim is still submitted on the State

Controller’s claiming forms in accordance with claiming instructions. A complete copy of the

annual cost report, including all supporting schedules attached to the cost report as filed with the

Department of Mental Health, must also be filed with the claim forms submitted to the State |

Controller. _ _ i
|

B. Indirect Cost Rates

To the extent that reimbursable indirect costs have not already been reimbursed, they may be
claimed under this method.

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

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

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

The distribution base may be (1) total direct costs (excluding capital expenditures and other
distorting items, such as pass-through funds, major subcontracts, etc.), (2) direct salaries and
wages, or (3) another base which results in an equitable distribution.
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In calculating an ICRP, the claimant shall have the choice of one of the following
methodologies:

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

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

VL. RECORDS RETENTION

Pursuant to Government Code section 17558.5, subdivision (a), a reimbursement claim for actual
costs filed by a local agency or school district pursuant to this chapter® is subject to the initiation
of an audit by the State Controller no later than three years after the date that the actual
reimbursement claim is filed or last amended, whichever is later. However, if no funds are
appropriated or no payment is made to a claimant for the program for the fiscal year for which

the claim is filed, the time for the Controller to initiate an aundit shall commence to run from the
date of initial payment of the claim. All documents used to support the reimbursable activities,

as described in Section IV, must be retained during the period subject to audit. If an audit has

been initiated by the Controller during the period subject to audit, the retentlon period is

extended until the ultimate resolution of any audit findings.

VIL. OFFSETTING REVENUES AND OTHER REIMBURSEMENTS

~ Any offsets the claimant experiences in the same program as a result of the same statutes or
executive orders found to contain the mandate shall be deducted from the costs claimed. In
addition, reimbursement for this mandate received from any of the following sources shall be
identified and deducted from this claim:

1. Funds received by a county pursuant to Government Code section 7576.5.

2. Any direct payments or categorical funding received from the state that is specifically
allocated to any service provided under this program. This includes the appropriation
made by the Legislature in the Budget Act of 2001, which appropriated funds to counties
in the amounts of $12,334,000 (Stats. 2001, ch. 106, items 4440-131-0001), the $69
million appropriations in 2003 and 2004 (Stats. 2003, ch. 157, item 6110-161-0890,
provision 17; Stats. 2004, ch. 208, item 6110-161-0890, provision 10), and the $69
million appropriation in 2005 (Stats. 2005, ch. 38, item 6110-161-0890, provision 9).

! This refers to Title 2, division 4, part 7, chapter 4 of the Government Code.
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3. Funds received and applied to this program from the appropriation made by the
Legislature in the Budget Act of 2005 for disbursement by the State Controller’s Office,
which appropriated $120 million for costs ¢laimed for fiscal years 2004-2005 and
2005-2006 for the Handicapped and Disabled Students program (CSM 4282) and for
Seriously Emotionally Disturbed (SED) Pupils: Out-of-State Mental Health Services
(97-TC-05). (Stats. 2005, ch. 38, item 4440-295-0001, provisions 11 and 12.)

4. Private insurance proceeds obtained with the consent of a parent for purposes of this
program. ' E
3. Medi-Cal proceeds obtained from the state or federal government, exclusive of the

county match, that pay for a portion of the county services provided to a pupil under the
Handicapped and Disabled Students program in accordance with federal law.

6. Any other reimbursement received from the federal or state government, or other non-
local source. o

Except as expressly provided in section | V(E)(1) of these parameters and guidelines,
Realignment funds received from the Local Revenue Fund that are used by a county for this
program are not required to be deducted from the costs claimed. (Stats. 2004, ch. 493, §o6
{Sen. Bill No. 1895).) '

VIII. STATE CONTROLLER’S CLAIMING INSTRUCTIONS

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

Pursuant to Government Code section 17561, subdivision (d)(2), issuance of the claiming
instructions shall constitute a notice of the right of the local agencies and school districts to file
reimbursement claims, based upon parameters and guidelines adopted by the Commission.

IX.  REMEDIES BEFORE THE COMMISSION

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

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

X. LEGAL AND FACTUAL BASIS FOR THE PARAMETERS AND GUIDELINES

The Statement of Decision on reconsideration is legally binding on all parties and provides the
legal and factual basis for the parameters and guidelines. The support for the legal and factual
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findings is found in the administrative record for the test claim and the reconsideration. The
administrative record, including the Statement of Decision, is on file with the Commission.
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Amendment Adopted: October 26, 2006

Corrected: July 21, 2006

Adopted: December 9, 2005
j:mandates/2000/tc/02tc40/psgs/proposedamendedpsgs-Oct 06

AMENDED PARAMETERS AND GUIDELINES
Government Code Sections 7572.55 and 7576
Statutes 1994, Chapter 1128, Statutes 1996, Chapter 654

California Code of Regulations, Title 2, Sections 60000 et seq.
(emergency regulations effective July 1, 1998 [Register 98, No. 26],
final regulations effective August 9, 1999 [Register 99, No. 33])

Handicapped and Disabled Students II (02-TC-40/02-TC-49)
Counties of Stanislaus and Los Angeles, Claimants

EFFECTIVE FOR REIMBURSEMENT CLAIMS FILED FOR COSTS INCURRED
THROUGH THE 2005-2006 FISCAL YEAR

I SUMMARY OF THE MANDATE

On May 26, 2005, the Commission on State Mandates (Commission) adopted its Statement of _
Decision in Handicapped and Disabled Students II, finding that Government Code

sections 7572.55 and 7576, as added or amended in 1994 and 1996, and the joint regulations
adopted by the Departments of Mental Health and Education as emergency regulations in 1998
and fmal regulations in 1999 (Cal. Code Regs., tit. 2, §§ 60000 et seq.), impose a reimbursable
state-mandated program on counties within the meaning of article XIII B, section 6 of the
California Constitution and Government Code section 17514.

The Handicapped and Disabled Students program was initially enacted in 1984 and 1985 as the
state’s response to federal legistation (Individuals with Disabilities Education Act, or IDEA) that -
guaranteed to disabled pupils, including those with mental health needs, the right to receive a

~ free and appropriate public education. Three other Statements of Decision have been adopted by
the Commission on the Handicapped and Disabled Students program. They include
Handicapped and Disabled Students (CSM 4282), Reconsideration of Handicapped and
Disabled Students (04-R1.-4282-10), and Seriously Emotionally Disturbed (SED) Pupils: Out-of-
State Mental Health Services (97-TC-05). _

Eligible claimants are not entitled to reimbursement under these parameters and guidelines for
the activities approved by the Commission in Handicapped and Disabled Students (CSM 4282),
Reconsideration of Handicapped and Disabled Students (04-RL-4282-10), and Seriously
Emotionally Disturbed (SED) Pupils: Out-of-State Mental Health Services (97-TC-05).

These parameters and guidelines address only the amendments to the Handicapped and Disabled
Students program. The Commission found, pursuant to the court’s ruling in Hayes v.
Commission on State Mandates (1992) 11 Cal. App.4th 1564, that Government Code

sections 7572.55 and 7576, as added or amended in 1994 and 1996, and the joint regulations
adopted by the Departments of Mental Health and Education as emergency regulations in 1998
and final regulations in 1999, constitute a reimbursable state-mandated program since the state

1
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“freely chose” to impose the costs upon counties as a means of implementing the federal IDEA
program.

These parameters and guidelines are effective for reimbursement claims filed for costs incurred
through the 2005-2006 fiscal year. Commencing with the 2006-2007 fiscal year, reimbursement
claims shall be filed through the consolidated parameters and guidelines for Handicapped and
Disabled Students (04-R1L-4282-10), Handicapped and Disabled Students Il (02-TC-40/
02-TC-49), and Seriously Emotionally Disturbed (SED) Pupils: Out-of-State Mental Health
Services (97-TC-05). _ :

II. ELIGIBLE CLAIMANTS

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

IIl. PERIOD OF REIMBURSEMENT

Government Code section 17557 states that a test claim shall be submitted on or before June 30
following a given fiscal year to establish eligibility for reimbursement for that fiscal year. The
test claim for this mandate was filed by the County of Stanislaus (02-TC-40) on June 27, 2003,
and filed by the County of Los Angeles (02-TC-49) on June 30, 2003, Therefore, except as
expressly provided in Section IV. G (5), the period of reimbursement begins July 1, 2001.

Actual costs for one fiscal year shall be included in each claim. Estimated costs for the

subsequent year may be included on the same claim, if applicable. Pursuant to Government

Code section 17561, subdivision (d)(I)(A), all claims for reimbursement of initial fiscal year

costs shall be submitted to the State Controller within 120 days of the issuance date for the

claiming instructions. :
\
\
|
|
|
|
\
\
|
|
\
|
|

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

IV.  REIMBURSABLE ACTIVITIES

To be eligible for mandated cost reimbursement for any given fiscal year, only actual costs may
be claimed. Actual costs are those costs actually incurred to implement the mandated activities.
Actual costs must be traceable and supported by source documents that show the validity of such
costs, when they were incurred, and their relationship to the reimbursable activities, A source
documerit is a document created at or near the same time the actual cost was incurred for the
event or activity in question. Source documents may include, but are not limited to, employee
time records or time logs, sign-in sheets, invoices, and receipts. ‘

Evidence corroborating the source documents may include, but is not limited to, worksheets, cost
allocation reports (system generated), purchase orders, contracts, agendas, calendars, and
declarations. Declarations must include a certification or declaration stating, “I certify (or
declare) under penalty of perjury under the laws of the State of California that the foregoing is
true and correct,” and must further comply with the requirements of Code of Civil Procedure
section 2015.5. Evidence corroborating the source documents may include data relevant to the
reimbursable activities otherwise reported in compliance with local, state, and federal
government requirements. However, corroborating documents cannot be substituted for source
documents.

2
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The claimant s only allowed to claim and be reimbursed for increased costs for reimbursable
activities identified below. Claims should exclude reimbursable costs included in claims
previously filed, begmnmg in fiscal year 2001-2002, for the Handicapped and Disabled Students
program (CSM 4282)." Increased cost is limited to the cost of an activity that the clalmant is
required to incur as a result of the mandate.

For each eligible claimant, the following activities are eligible for reimbursement:
A. Interagency Agreements (Cal. Code Regs., tit. 2, § 60030)

The one-time activity of revising the interagency agreement with each local educational
agency to include the following eight procedures

1) Resolving interagency disputes at the local level, including procedures for the
continued provision of appropriate services during the resolution of any interagency
dispute, pursuant to Government Code section 7575, subdivision (f). For purposes of
this subdivision only, the term “appropriate” means any service identified in the
pupil’s IEP, or any service the pupil actually was receiving at the time of the
interagency dispute. (Cal. Code Regs, tit. 2, § 60030, subd. (c)(2).)

2) A host county to notify the community mental health service of the county of origin
within two (2) working days when a pupil with a disability is placed within the host
county by courts, regional centers or other agencies for other than educational
reasons. (Cal. Code Regs, tit. 2, § 60030, subd. (c)(4).)

3) Development of a mental heaith assessment plan and its implementation. (Cal. Code
Regs., tit. 2, § 60030, subd. (c)(5).) :

4) At least ten (10) working days prior notice to the community mental health service of
all IEP team meetings, including annual IEP reviews, when the participation of its
staff is required. (Cal. Code Regs., tit. 2, § 60030, subd. (c)(7).)

5) The provision of mental health services as soon as possibie following the
development of the IEP pursuant to section 300.342 of Title 34 of the Code of
Federal Regulations. (Cal. Code Regs., tit. 2, § 60030, subd. (c)(9).)

6) The provision of a system for monitoring contracts with nonpublic, nonsectarian
schools to ensure that services on the IEP are provided. (Cal. Code Regs., tit. 2,
§ 60030, subd. (c)(14).)

7) The development of a resource list composed of qualified mental health professionals
who conduct mental health assessments and provide mental health services. The
community mental health service shall provide the LEA with a copy of this list and
monitor these contracts to assure that services as specified on the IEP are provided.
(Cal. Code Regs., tit. 2, § 60030, subd. (c)(15).)

' Some costs disaliowed by the State Controller’s Office in prior years are now reimbursable
beginning July 1, 2001 (e.g., medication monitoring). Rather than claimants re-filing claims for
those costs incurred beginning July 1, 2001, the State Controller’s Office will reissue the audit
reports. '
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8) Mutual staff development for education and mental health staff pursuant to
Government Code section 7586.6, subdivision (a). (Cal. Code Regs., tit. 2, § 60030,
subd. (c)(17).)

(The activities of updating or renewing the interagency agreements are not
reimbursable.)

B. Referral and Mental Health Assessments (Gov Code, § 7576; Cal. Code Regs., tit. 2,
§§ 60040, 60045)

1) Work collaboratively with the local educational agency to ensure that assessments
performed prior to referral are as useful as possible to the community mental health
service in determining the need for mental health services and the level of services
needed. (Gov. Code, § 7576, subd. (b)(1).)

2) A county that receives a referral for a pupil with a different county of origin shall
forward the referral within one working day to the county of origin. (Gov. Code, |
§ 7576, subd. (g); Cal. Code Regs., tit. 2, § 60040, subd. (g).) |
3) Ifthe county determines that a mental health assessment is not necessary, the county
~ shall document the reasons and notify the parents and the local educational agency of

the county determination within one day. (Cal Code Regs., tit. 2, § 60045,
subd. (a)(1).)

4) If the county determines that the referral is incomplete, the county shall document the
reasons, notify the local educational agency within one working day, and return the
referral. (Cal. Code Regs., tit. 2, § 60045, subd. (a)(2).)

5) Notify the local educational agency when an assessment is determined necessary.
(Cal. Code Regs., tit. 2, § 60045, subd. (b).)

6) Provide the assessment plan to the parent. (Cal. Code Regs., tit. 2, § 60045,
subd. (b).)

7) Report back to the referring local educational agency or 1IEP team within 30 days
from the date of the receipt of the referral if no parental consent for a mental health
assessment has been obtained. (Cal. Code Regs., tit. 2, § 60045, subd. (c).)

8) Notify the local educational agency within one working day after receipt of the
parent’s written consent for the mental health assessment to establish the date of the
IEP meeting. (Cal. Code Regs., tit. 2, § 60045, subd. (d).)

9) Provide the parent with written notification that the parent may require the assessor to
attend the 1IEP meeting to discuss the recommendation when the parent disagrees with
the assessor’s mental health service recommendation. (Cal. Code Regs., tit. 2,
§ 60045, subd. (f).)

10) The county of origin shall prepare yéarly {EP reassessments to determine the needs of
a pupil. (Cal. Code Regs., tit. 2, § 60045, subd. (h).)

C. Transfers and Interim Placements (Cal. Code Regs., tit. 2, § 60055)

4 |
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Following a pupil’s transfer to a new school district, the county shall provide interim
mental health services, as specified in the ex1stmg I1EP, for thirty days, unless the
parent agrees otherwise.

Participate as a member of the IEP team of a transfer pupil to review the interim
services and make a determination of services.

. Participate as a Member of the Expanded IEP Team When Residential Placement of a

Pupil is Recommended (Gov. Code, § 7572.55; Cal Code Regs., tit. 2, § 60100)

1)

2)

3)

4

When a recommendation is made that a child be placed in an out-of-state residential
facility, the expanded IEP team, with the county as a participant, shall develop a plan
for using less restrictive alternatives and in-state alternatives as soon as they become
available, unless it is in the best educational interest of the child to remain in the out-
of-state school. (Gov. Code, § 7572.55, subd. (c).)

The: 'expanded IEP team, with the county as a part'icipant' shall document the
alternatives to residential placement that were considered and the reasons why they
were rejected. (Cal. Code Regs., tit. 2, § 60100, subd, (c).)

The expanded TEP team, with the county as a participant, shall ensure that placement
is in accordance with the admission criteria of the facility. (Cal. Code Regs., tit. 2,

§ 60100, subd. (j).)

When the expanded IEP team determines that it is necessary to place a pupil who is
seriously emotionally disturbed in residential care, counties shall ensure that: (1) the
mental health services are specified in the IEP in accordance with federal Jaw, and (2)
the mental health services are provided by qualified mental health professionals. (Cal.
Code Regs., tit. 2, § 60100, subd. (i).) '

. Case Management Duties for Pupils Placed in Residential Care (Cal. Code Regs
tit. 2, §§ 60100, 60110)

1

2)

3)

Coordinate the residential placement plan of a pupil with a disability who is seriously
emotionally disturbed as soon as possible after the decision has been made to place:
the pupil in residential placement. The residential placement plan shall include
provisions, as determined in the pupil’s IEP, for the care, supervision, mental health
treatment, psychotropic medication monitoring, if required, and education of the
pupil. (Cal. Code Regs., tit, 2, § 60110, subd, (b)(1).)

When the IEP team determines that it is necessary to place a pupil with a disability
who is seriously emotionally disturbed in a community treatment facility, the lead
case manager shall ensure that placement is in accordance with admission, continuing
stay, and discharge criteria of the community treatment facility. (Cal. Code Regs.,
tit. 2, § 60110, subd. (b)(3).)

Identify, in consultation with the IEP team’s administrative designee, a mutually
satisfactory placement that is acceptable to the parent and addresses the pupil’s
educational and mental health needs in a manner that is cost-effective for both public
agencies, subject to the requirements of state and federal special education law,
including the requirement that the placement be appropriate and in the least restrictive
environment. (Cal. Code Regs, tit. 2, §§ 60100, subd. (e), 60110, subd. (c}(2).)

5
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~ close to the parents’ home as possible. (Cal. Code Regs., tit. 2, § 60100, subd. (f).)

5) Notify the local educational agency that the placement has been arranged and
coordinate the transportation of the pupil to the facility if needed. (Cal. Code Regs,
- tit. 2, § 60110, subd. (cX(7).)

6) Facilitate placement authorization from the county’s interagency placement
committee pursuant to Welfare and Institutions Code section 40945,
subdivision (e)(1), by presenting the case of a pupil with a disability who is seriously
emotionally disturbed prior to placement in a community treatment facility. (Cal.
Code Regs, tit. 2, § 60110, subd. (c)(11).)

7) Evaluate every 90 days the continuing stay criteria, as defined in Welfare and
Institutions Code section 4094, of a pupil placed in a community treatment facility
every 90 days. (Cal. Code Regs, tit. 2, § 60110, subd. {c)(8).)

8) Schedule and attend the next expanded IEP team meeting with the expanded IEP
- team’s administrative designee within six months of the residential placement of a
pupil with a disability who is seriously emotionally disturbed and every six months
thereafter as the pupil remains in residential placement. (Cal. Code Regs,
tit. 2, § 60110, subd. (c)(10).)

F. Authorize Payments to Out-Of-Home Residential Care Providers (Cal. Code Regs., tit. 2,
§ 60200, subd. (e))

1} Authorize payments to residential facilities based on rates established by the
Department of Social Services in accordance with Welfare and Institutions Code
sections 18350 and 18356. This activity requires counties to determine that the
residential placement meets all the criteria established in Welfare and Institutions
Code sections 18350 through 18356 before authorizing payment.

G. Provide Psychotherapy or Other Mental Health Treatment Services (Cal. Code Regs.,
tit. 2, §§ 60020, subd. (i), 60050, subd. (b), 60200, subd. (c)

1} The host county shall make its provider network available and provide the county of
~ origin a list of appropriate providers used by the host county’s managed care plan who
are currently available to take new referrals. (Cal. Code Regs., tit. 2, § 60200, subd.

(e)(1).)
2) The county of origin shall negotiate with the host county to obtain access to limited

resources, such as intensive day treatment and day rehabilitation. (Cal. Code Regs.,
tit. 2, § 60200, subd. (c)(1).) '

3) Provide case management services to a pupil when required by the pupil’s IEP. This
service shall be provided directly or by contract at the discretion of the county of
origin. (Cal. Code Regs., tit. 2, § 60020, subd. (i).) '

4) Provide case management services and individual or group psychotherapy services, as
defined in Business and Professions Code section 2903, when required by the pupil’s
IEP. This service shall be provided directly or by contract at the discretion of the
county of origin. (Cal. Code Regs., tit. 2, § 60020, subd. (i).)

6

4) Document the determination that no nearby placement alternative that is able to
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5) Beginning July 1, 2004, provide mental health assessments, collateral services,
intensive day treatment, and day rehabilitation services when required by the pupil’s
IEP. These services shall be provided directly or by contract at the discretion of the
county of origin. (Cal. Code Regs., tit. 2, § 60020, subd. (i).)

6) -Provide medication monitoring services when required by the pupil’s IEP.
“Medication monitoring” includes all medication support services with the exception
of the medications or biclogicals themselves and laboratory work. Medication
support services include prescribing, administering, and monitoring of psychiatric
medications or biologicals as necessary to alleviate the symptoms of mental illness.
This service shall be provided directly or by contract at the discretion of the county of -
origin. (Cal. Code Regs., tit. 2, § 60020, subds. (f) and (i).)

7) Notify the parent and the local educational agency when the parent and the county
mutuaily agree upon the completion or termination of a service, or when the pupil is
no longer participating in treatment. ({(Cal. Code Regs., tit. 2, § 60050, subd. (b).)

(When providing psychotherapy or other mental health treatment services, the activities
of crisis intervention, vocational services, and socialization services are not
reimbursable.)

V. CLAIM PREPARATION AND SUBMISSION

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

in a timely manner.

There are two satisfactory methods of submitting claims for reimbursement of increased costs
incurred to comply with the mandate: the direct cost reporting method and the cost report
method.

Direct Cost Reporting Method
A. Direct Cost Renonma

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

1. Salaries and Benefits

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

2. Materials and Supplies

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

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

4. Fixed Assets and Equipment

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

B. Indirect Cost Rates

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

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

If the claimant chooses to prepare an ICRP, both the direct costs (as defined and described in
OMB Circular A-87 Attachments A and B) and the indirect costs shall exclude. capital

" expenditures and unallowable costs (as defined and described in OMB A-87 Attachments A and
B). However, unallowable costs must be included in the direct costs if they represent activities
to which indirect costs are properly allocable.

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

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

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

Cost Report Method

A. Cost Report Method

Under this claiming method, the mandate reimbursement claim. is still submitted on the State
Controller’s claiming forms in accordance with claiming instructions. A complete copy of the
annual cost report, including all supporting schedules attached to the cost report as filed with the
Department of Mental Health, must also be filed with the claim forms submitted to the State

Controller.
B. Indirect Cost Rates

To the extent that reimbursable indirect costs have not already been reimbursed, they may be
claimed under this method. _

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

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

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

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

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

1. The allocatton of allowable indirect costs (as defined and described in OMB
Circular A-87 Attachments A and B) shall be accomplished by (1) classifying
a department’s total costs for the base period as either direct or indirect, and
(2) dividing the total allowable indirect costs (net of applicable credits) by an
equitable distribution base. The result of this process is an indirect cost rate
9

Amended Parameters and Guidelines
Handicapped and Disabled Students 1T (32-TC-40/02-TC-49)




which is used to distribute indirect costs to mandates. The rate should be
expressed as a percentage which the total amount allowable indirect costs
bears to the base selected; or

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

VL. RECORDS RETENTION

Pursuant to Government Code section 17558.5, subdivision (a), a reimbursement claim for actual
costs filed by a local agency or school district pursuant to this chapter” is subject to the initiation
of an audit by the State Controller no later than three years after the date that the actual
reimbursement claim is filed or last amended, whichever is later. However, if no funds are
appropriated or no payment is made to a claimant for the program for the fiscal year for which
the claim is filed, the time for the Controller to initiate an audit shall commence to run from the
date of initial payment of the claim. All documents used to support the reimbursable activities,
as described in Section IV, must be retained during the period subject to audit. If an audit has
been initiated by the Controller during the period subject to audit, the retention period is
extended until the ultimate resolution of any audit findings.

VII. - OFFSETTING REVENUES AND OTHER REIMBURSEMENTS

Any offsets the claimant experiences in the same program as a result of the same statutes or
executive orders found to contain the mandate shall be deducted from the costs claimed. In
addition, reimbursement for this mandate received from any of the following sources shall be
identified and deducted from this claim:

1. Funds received by a county pursuant to Government Code section 7576.5.

2. Any direct payments or categorical funding received from the state that is specifically
allocated to any service provided under this program. This includes the appropriation
made by the Legislature in the Budget Act of 2001, which appropriated funds to counties

. in the amounts of $12,334,000 (Stats. 2001, ch. 106, items 4440-131-0001), and the $69
million appropriations in 2003 and 2004 (Stats. 2003, ch. 157, item 6110-161-0890,
provision 17; Stats. 2004, ch. 208, item 6110-161-0890, provision 10).

3. Private insurance proceeds obtained with the consent of a parent for purposes of this
program.

4. Medi-Cal proceeds obtained from the state or federal government that pay for a portion of
the county services provided to a pupil under the Handicapped and Disabled Students
-program in accordance with federal law.

2 This refers to Title 2, division 4, part 7, chapter 4 of the Government Code.
: 10
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5. Any other reimbursement received from the federal or state government, or other non-
local source.

Beginning July 1, 2001, realignment funds under the Bronzan-McCorquodale Act that are used
by a county for this program are not required to be deducted from the costs claimed.
(Stats. 2004, ch. 493, § 6 (SB 1895).)

VHI. STATE CONTROLLER’S CLAIMING INSTRUCTIONS

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

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

IX. REMEDIES BEFORE THE COMMISSION

Upon request of a local agency or school district, the Commission shall review the claiming
instructions issued by the State Controller or any other authorized state agency for
reimbursement of mandated costs pursuant to Government Code section 17571, 1f the
Commission determines that the claiming instructions do not conform to the parameters and
guidelines, the Commission shall direct the Controller to modify the claiming instructions to
conform to the parameters and guidelines as directed by the Commission.

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

X. LEGAL AND FACTUAL BASIS FOR THE PARAMETERS AND GUIDELINES

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

11
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Title 2. Administration
Division 9. Joint Regulations for Pupils with Disabilities
Chapter 1. Interagency Responsibilities for Providing Services to Pupils with Disabilities

Article 1. General Provisions
=5 60020. Mental Health Definitions.

(a) "Community mental health service" means a mental health program established by a county in
accordance with the Bronzan-McCorquodale Act, Part 2 (commencing with Section 5600) of Division 5 of

the Welfare and Institutions Code,

{(b) "County of origin” for mental health services is the county in which the parent of a pupil with a
disability resides. If the pupil is a ward or dependent of the court, an adoptee receiving adoption
assistance, or a conservatee, the county of origin is the county where this status currently exists. For the
purposes of this prograi the county of origin shall not change for pupils who are between the ages of 18

and 22.

(c) "Expanded IEP team" means an [EP team constituted in accordance with Section 7572.5 of the
Government Code. This team shall include a representative of the community mental health service
authorized to make placement decisions.

(d) "Host county™ means the county where the pupii with a disability is living when the pupil is not living
in the county of arigin.

{e) "Local mental health director" means the officer appointed by the governing body of a county to
manage a community mental health service.

(F) "Medication monitoring” includes all medication support services with the exception of the medications
or biologicals themselves and laboratory work. Medication support services include prescribing,
administering, dispensing and monitoring of psychiatric medications or biologicals necessary to alleviate
the symptoms of mental illness.

(g) "Mental health assessment” is a service designed to provide formal, documented evaluation or
analysis of the nature of the pupil's emotional or behavioral disorder. It is conducted in accordance with
California Code of Regulations, Title 9, Section 543(b}, and Sections 56320 through 56329 of the
Education Code by qualified mental health professionals employed by or under contract with the
community mental health service.

(h) "Mental health assessment pian" means a written statement developed for the individual evaluation of
a pupil with a disability who has been referred to a community mental health service to determine the
need for mental health services in accordance with Section 56321 of the Education Code.

(i) "Mental health services"” means mental health assessments and the following services when delineated
on an 1EP in accordance with Section 7572(d) of the Government Code: psychotherapy as defined in
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Section 2903 of the Business and Professions Code provided to the pupil individually or in a group,
collateral services, medication monitoring, intensive day treatment, day rehabilitation, ahd case
management. These services shall be provided directly or by contract at the discretion of the community
mental health service of the county of origin. o

(J) "Qualified mental health professional” includes the following licensed practitioners of the healing arts:
a psychiatrist; psychologist; clinical social worker; marriage, family and child counselor; registered nurse,
mental health rehabilitation specialist, and others who have been waivered under Section 5751.2 of the
Welfare and Institutions Code. Such individuals may provide mental health services, consistent with their

scope of practice.

Note: Authority cited: Section 7587, Government Code. Reference: Section 56320, Education Code; and
Sections 542 and 543, Title 9, California Code of Regulations.

HISTCRY

1. New section refiled 5~1-87 as an emergency; designated effective 5-1~87
(Register 87, No. 30). A Certificate of Compliance must be transmitted to OAL
within 120 days or emergency language will be repealed on 8-31-87.

2. Division 9 (Chapter 1, Articles 1-9, Secticons 60000-60610, not consecutive)
shall not be subject to automatic repeal until the final regulations take

effect on or before June 30, 1988 pursuant to Item 4440-131-001{b) ¢2), Chapter
135, Statutes of 1987 (Register 87, No. 46). .

3. Division 9 (Chapter 1, Articles 1-39, Sections 60000-60610, not consecutive)
shall not be subject to automatic repeal until the final regulations take
effect on or before June 30, 1997, pursuant to Government Code section 7587,
as amended by Stats. 1996, c. 654 (A.B. 2726, s4.) (Register 98, No. 28).

4, Division 9 (Chapter 1, Articles 1-9, Sections 60000—60610, not consecutive)
repealed June 30, 1957, by operation of Government Code section 7587, as
amended by Stats. 19%6, c. 654 (A.B. 2726, s4.) (Register 98, No. 26).

5. New section filed 6-26-95 as an emergency; operative 7-1-98 (Register 98,
No. 26). A Certificate of Compliance must be transmitted to OAL by 10-29-98 cr |
emergency language will be repealed by operation of law on the following day. |

6. Editorial correction restoring prior Histories 1-2, adding new Histories 3-
4, and renumbering and amending existing History ! to new History 5 (Register
98, No. 44).

7. New section refiled 10-26-98 as an emergency; operative 10429—98 {Register
98, No. 44). A Certificate ¢f Compliance must be transmitted to OAL by 2-26-5%9
or emergency language will be repealed by operation of law on the following
day. :

8. New section refiled 2-25-99 as an emergency; operative 2-26-99 (Register 99,
No. 9}, A Certificate of Compliance must be transmitted to OAL by 6-28-99 or
emergency language will be repealed by operation of law on the following day.

‘9. Certificate of Compliance as to 2-25-99 order, including amendment of
subsections (b), (c¢) and (j), transmitted to QAL 6-25-99 and filed §-9-99
{Register 99, No, 33).

2 CCR § 60020, 2 CA ADC § 60020
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COMMISSION ON STATE MANDATES
STATE OF CALIFORNIA

RECONSIDERATION OF PRIOR
STATEMENT OF DECISION ON:

Statutes 1984, Chapter 1747; Statutes 1985,
Chapter 1274; California Code of Regulations,
Tit. 2, Div. 9, §§ 60000-60610 (Emergency
Regulations filed December 31, 1985,
Designated Effective January 1, 1986
(Register 86, No. 1) and Refiled June 30, 1986,
Designated Effective July 12, 1986

(Register 86, No. 28)) CSM 4282

Directed By Statutes 2004, Chapter 4