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ITEM 10 

ADOPTION OF PROPOSED REGULATORY ACTION 
INCORRECT REDUCTION CLAIMS PROCESS 

PROPOSED AMENDMENTS TO 
CALIFORNIA CODE OF REGULATIONS, TITLE 2, CHAPTER 2.5, ARTICLE 5. 

INCORRECT REDUCTION CLAIMS, COMMIiNCING WITH SECTION 1 185 

The purpose of this rulemalting is to implemeilt Assembly Bill 2652 (Stats. 2006, ch. 168), 
which reforms the Commission's incorrect reduction claims process. It adds Government Code 
sections 17558.7 and 17558.8, which establish processes for either claimant-initiated or 
Commission-directed consolidation of incorrect reduction claims, if specific criteria are met. 

The notice of proposed rulemaking and the proposed text was mailed on November 17, 2006, 
which is more than 45 days prior to the close of the public commeilt period on January 5,2007.' 
Sixten and Associates submitted written comments and requested a public hearing on the 
proposed rulemaking a ~ t i o n . ~  The hearing was held on January 24,2007, at 980 Ninth Street, 
Sacramento, California. Representatives of the California State Association of Counties SB 90 
Service provided oral testimony.3 The main issues were: 1) the proposed shortening of the 
statute of limitations for filing an incorrect reductioil claim from three years to one year 
following the date of the Controller's final state audit report, letter, remittance advice, or other 
written notice of adjustment notifying the claimant of a reduction, if the notice is dated on or 
after July 1,2007; and 2) the proposed timelines for the opt out process. 

Based on the comments received, the Commission, on February 2,2007, issued modifications to 
the text of the proposed regulations along with a notice of the public comment period from 
February 2,2007, through February 20,2007.~ Agreeing that Assembly Bill 2652 did not 
address a statute of limitations, staff removed the proposal to shorten the statute of limitations 
from three years to one year from this rulemalting proposal. Also, staff modified section 11 85.4 
to provide a 30-day notice period for claimants to file a written request that an individual 
incorrect reduction claim be severed from the Executive Director's proposed consolidation of 
incorrect reduction claims. 
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On February 16,2007, Sixten and Associates submitted written comments5 suggesting that one 
of the types of State Controller actions that begin the three-year statute of limitations for filing an 
incorrect reduction claim in section 11 85, subdivision (b), be modified to read "state audit 
report" rather than "final state audit report." It was argued that the Controller's Office inay also 
issue revised, corrected, or amended audit reports after a "final" report is issued, and thus, 
removing the modifier "final" would eliminate confi~sion. Staff noted that the Commission's 
intent is to receive the Controller's final decision and that revised, corrected, or amended audit 
reports can also fall under "other written notices of adjustment."' Therefore, staff did not malte 
any modifications to the rulemalting proposal to address this comment. 

Staffs full response to the oral and written commellts is in the Final Statement of ~ e a s o n s . ~  

Staff finds that no alternative would be more effective in carrying out the purpose for which the 
regulation is proposed or would be as effective and less burdenson~e to affected private persons 
than the proposed regulation. 

Staff Recommendation 

Therefore, staff recommends that the Commission: 

Find that no alternative would be more effective in carrying out the purpose for which the 
regulation is proposed or would be. as effective and less burdensome to affected private 
persons than the proposed regulation. 

Adopt the proposed amendments to California Code of Regulations, title 2, division 2, 
chapter 2.5, article 5. Incorrect Reduction Claims, commencing with section 1 185. 

Authorize staff to make any non-substantive, technical corrections requested by the 
Office of Administrative Law or Barclays Official California Code of Regulations prior 
to publication. 
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PROPOSED AMENDMENTS TO: 

 
CALIFORNIA CODE OF REGULATIONS 

TITLE 2. ADMINISTRATION 
DIVISION 2. FINANCIAL OPERATIONS 

CHAPTER 2.5. COMMISSION ON STATE MANDATES 
 
 

Article 5.  Incorrect Reduction Claims 
 
§ 1185.  Incorrect Reduction Claim Filing 
 
(a) To obtain a determination that the Office of State Controller incorrectly reduced a 
reimbursement claim, a claimant shall file an "incorrect reduction claim" with the commission. 
 
(b) All incorrect reduction claims shall be filed with the commission no later than: 
 
(1) tTthree (3) years following the date of the Office of State Controller's final state audit report, 
letter, remittance advice, or other written notice of adjustment notifying the claimant of a 
reduction, if the notice is dated before July 1, 2007. 
 
(2) One (1) year following the date of the Office of State Controller's final state audit report, 
letter, remittance advice, or other written notice of adjustment notifying the claimant of a 
reduction, if the notice is dated on or after July 1, 2007. 
 
(c) An incorrect reduction claim shall pertain to alleged incorrect reductions in a reimbursement 
claim(s) filed by one claimant. The incorrect reduction claim may be for more than one fiscal 
year. 
 
(d) All incorrect reduction claims, or amendments thereto, shall be filed on a form provided by 
the commission. 
 
(e) All incorrect reduction claims, or amendments thereto, shall contain at least the following 
elements and documents: 
 
(1) A copy of the Office of State Controller's claiming instructions that were in effect during the 
fiscal year(s) of the reimbursement claim(s). 
 
(2) A written detailed narrative that describes the alleged incorrect reduction(s). The narrative 
shall include a comprehensive description of the reduced or disallowed area(s) of cost(s). 
 
(3) If the narrative describing the alleged incorrect reduction(s) involves more than discussion of 
statutes or regulations or legal argument and utilizes assertions or representations of fact, such 
assertions or representations shall be supported by testimonial or documentary evidence and shall 
be submitted with the claim. All documentary evidence must be authenticated by declarations 
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under penalty of perjury signed by persons who are authorized and competent to do so and be 
based upon the declarant's personal knowledge or information or belief. 
 
(4) A copy of the any final state audit report, or letter, or the remittance advice, or other written 
notice of adjustment from the Office of State Controller that explains the reason(s) for the 
reduction or disallowance. 
 
(5) A copy of a letter sent by the claimant or the claimant's representative to the Office of State 
Controller explaining why the reduced area(s) of cost in dispute should be restored. 
 
(65) A copy of the subject reimbursement claims the claimant submitted to the Office of State 
Controller. 
 
(76) An incorrect reduction claim, or amendment thereto, shall be signed at the end of the 
document, under penalty of perjury by the claimant or its authorized representative, with the 
declaration that the test incorrect reduction claim is true and complete to the best of the 
declarant's personal knowledge or information or belief. The date signed, the declarant's title, 
address, telephone number, and, if available, electronic mail address and facsimile number, shall 
be included. 
 
(87) The claimant shall file one original incorrect reduction claim, or amendment thereto, and 
accompanying documents with the commission. The original shall be unbound and single-sided, 
without tabs, and include a table of contents. 
 
(98) The claimant shall also file two (2) copies of the incorrect reduction claim, or amendment 
thereto, and accompanying documents with the commission. The copies may be two-sided and 
shall not include tabs. 
 
(f) Within ten (10) days of receipt of an incorrect reduction claim, commission staff shall notify 
the claimant if the incorrect reduction claim is complete or incomplete. Incorrect reduction 
claims will be considered incomplete if any of the elements required in subsections (dc) through 
(fe) of this section are illegible or not included. Incomplete incorrect reduction claims shall be 
returned to the claimant. If a complete incorrect reduction claim is not received by the 
commission within thirty (30) days from the date the incomplete claim was returned to the 
claimant, the commission shall deem the filing to be withdrawn. 
 
Note: Authority cited: Section 17527(g) and (h), Government Code. Reference: Sections 
17551(bd) and 17553(d), Government Code. 
 
 
§ 1185.011.  Review of Incorrect Reduction Claims. 
 
(a) Within ten (10) days of receipt of a complete incorrect reduction claim, commission staff 
shall provide a copy of the claim to the Office of State Controller. 
 
(b) Commission staff shall notify the Office of State Controller that written oppositions or 
recommendations and supporting documentation in connection with an incorrect reduction claim 
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shall be filed no more than ninety (90) days from the date the copy of the claim is provided to the 
Office of State Controller. The Office of State Controller shall simultaneously serve a copy of 
any opposition or recommendation regarding the claim on the claimant and their designated 
representative or, if a mailing list is provided by the commission, a copy of any opposition or 
recommendation on the claim, must be filed on all parties and interested parties on the mailing 
list. Proof of service must be filed with the oppositions or recommendations and supporting 
documentation pursuant to section 1181.2. If the oppositions or recommendations regarding an 
incorrect reduction claim involve more than the discussion of statutes, regulations or legal 
argument and utilizes assertions or representations of fact, such assertions or representations 
shall be supported by documentary evidence and shall be submitted with the response. All 
documentary evidence must be authenticated by declarations under penalty of perjury signed by 
persons who are authorized and competent to do so and be based upon the declarant's personal 
knowledge or information or belief. 
 
(c) The claimant and interested parties may submit written rebuttals to the Office of State 
Controller's comments. Written rebuttals shall be filed with the commission within thirty (30) 
days of service of the Office of State Controller's comments. The claimant shall simultaneously 
serve a copy of the written rebuttal on the Office of State Controller or, if a mailing list is 
provided by the commission, a copy of the rebuttal, must be served on all parties and interested 
parties on the mailing list. Proof of service shall be filed with the written rebuttal and supporting 
documentation pursuant to section 1181.2. If the written rebuttal involves more than discussion 
of statutes, regulations or legal argument and utilizes assertions or representations of fact, such 
assertions or representations shall be supported by documentary evidence and shall be submitted 
with the rebuttal. All documentary evidence must be authenticated by declarations under penalty 
of perjury signed by persons who are authorized and competent to do so and be based upon the 
declarant's personal knowledge or information or belief. 
 
Note: Authority cited: Section 17527(g), Government Code. Reference: Sections 17551(bd) and 
17553(d), Government Code. 
 
 
§ 1185.2.  Consolidation of Claims Initiated by an Individual Claimant; Intent to Join a 
Consolidated Claim. 
 
(a) On behalf of a class of claimants, an individual claimant may initiate the consolidation of 
claims alleging an incorrect reduction as described in Government Code section 17558.7, if all of 
the following apply: 
 
(1) The method, act, or practice that the claimant alleges led to the reduction has led to similar 
reductions of other parties’ claims, and all of the claims involve common questions of law or 
fact. 
 
(2) The common questions of law or fact among the claims predominate over any matter 
affecting only an individual claim. 
 
(3) The consolidation of similar claims by individual claimants would result in consistent 
decisionmaking by the commission. 
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(4) The claimant filing the consolidated claim would fairly and adequately protect the interests of 
the other claimants. 
 
(b) A claimant that seeks to file a consolidated incorrect reduction claim shall notify the 
commission of its intent at the time of filing on a form provided by the commission. 
 
(c) Within ten (10) days of receipt of a consolidated incorrect reduction claim, commission staff 
shall notify the claimant if the consolidated incorrect reduction claim is complete or incomplete 
pursuant to section 1185, and request the Office of the State Controller to provide the 
commission, within thirty (30) days, a list of claimants for whom the Controller has reduced 
similar claims under the same mandate, and the date each claimant was notified of an 
adjustment. 
 
(d) Upon receipt of the list from the Office of the State Controller, the commission shall notify 
the list of other claimants experiencing similar reductions by the Controller under the same 
mandate and other interested parties of the original claimant’s intent to consolidate an incorrect 
reduction claim. 
 
(e) Within thirty (30) days of receipt of the commission’s notice regarding the original claimant’s 
intent to consolidate an incorrect reduction claim, any other eligible claimant may, on a form 
provided by the commission, file a notice of intent to join the consolidated incorrect reduction 
claim. 
 
(f) All notices of intent to join a consolidated incorrect reduction claim shall comply with  
section 1185(b) and contain at least the following elements and documents: 

 
(1) A copy of the final state audit report, letter, remittance advice, or other written notice of 
adjustment from the Office of State Controller that explains the reason(s) for the reduction or 
disallowance. 
 
(2) A copy of the subject reimbursement claims submitted to the Office of State Controller. 
 
(3) A notice of intent to join a consolidated incorrect reduction claim shall include a certification 
by the joint-claimant authorizing the original claimant to act as its representative in the 
consolidated incorrect reduction claim, and a declaration under penalty of perjury that the filing 
is true and complete to the best of the declarant's personal knowledge or information or belief. 
The date signed, the declarant's title, address, telephone number, and, if available, electronic mail 
address and facsimile number, shall be included. 
 
(4) The joint-claimant shall file one original notice of intent to join and accompanying 
documents with the commission. The original shall be unbound and single-sided, without tabs. 
 
(5) The joint-claimant shall also file two (2) copies of the notice of intent to join and 
accompanying documents with the commission. The copies may be two-sided and shall not 
include tabs. 
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(g) Within ten (10) days of receipt of a notice of intent to join a consolidated incorrect reduction 
claim, commission staff shall notify the joint-claimant if the notice of intent to join is complete 
or incomplete.  Notices of intent to join a consolidated incorrect reduction claim will be 
considered incomplete if any of the elements required in subsection (f) of this section are 
illegible or not included.  Incomplete notices of intent shall be returned to the joint-claimant.  If a 
complete notice of intent to join a consolidated incorrect reduction claim is not received by the 
commission within thirty (30) days from the date the incomplete notice of intent was returned to 
the joint-claimant, the commission shall deem the filing to be withdrawn. 
 
Note: Authority cited: Sections 17527(g) and 17558.7(g), Government Code. Reference:  
Section 17558.7, Government Code. 
 
 
§ 1185.3  Opting Out of a Consolidated Incorrect Reduction Claim. 
 
Pursuant to Government Code section 17558.7(f), each claimant that files an intent to join a 
consolidated incorrect reduction claim may opt out and not be bound by any determination made 
on the consolidated claim. 
 
(a) To opt out of a consolidated incorrect reduction claim, claimants shall file a written notice 
with the commission within fifteen (15) days of service of the Office of State Controller's 
comments. A copy of the notice must be served on all parties and interested parties on the 
mailing list. Proof of service shall be filed with the notice pursuant to section 1181.2. 
 
(1) No later than one (1) year after opting out, or within the statute of limitations under  
section 1185(b), whichever is later, a claimant that opts out of a consolidated claim shall file an 
individual incorrect reduction claim pursuant to commission requirements in order to preserve its 
right to challenge a reduction made by the Controller on that same mandate. 
 
(2) If a claimant opts out of a consolidated incorrect reduction claim and an individual incorrect 
reduction claim for that entity is already on file with the commission, the individual filing is 
automatically reinstated. 
 
Note: Authority cited: Sections 17527(g) and 17558.7(g), Government Code. Reference:  
Section 17558.7, Government Code. 
 
 
§ 1185.4.  Executive Director’s Authority to Consolidate Incorrect Reduction Claims. 
 
(a) The executive director may consolidate part or all of any incorrect reduction claim with 
another incorrect reduction claim, if necessary to ensure the complete, fair, or timely 
consideration of any incorrect reduction claim. 
 
(1b) At least ten (10) thirty (30) days before the action is taken, the executive director shall 
simultaneously serve on the parties and interested parties on the mailing list described in section 
1181.2 of these regulations a notice of any proposed action to consolidate. 
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(c) Any party may opt out of a consolidated incorrect reduction claim as described in  
section 1185.1(c). 
 
(2) During the thirty (30) day notice period, a claimant may serve and file a written request that 
an individual incorrect reduction claim be severed from the proposed consolidation. Timely 
requests to sever shall be approved by the executive director. 
 
(3) Late requests for severing an individual incorrect reduction claim shall be denied. Any party 
may appeal to the commission for review of the actions and decisions of the executive director 
under this section pursuant to section 1181 of these regulations. 
 
Note: Authority cited: Sections 17527(g) and 17558.8(b), Government Code. Reference: 
Sections 17530, 17554, and 17558.8, Government Code. 
 
 
§ 1185.025.  Review of Completed Incorrect Reduction Claims and Preparation of Staff 

Analysis. 
 
(a) The executive director may combine analyses of incorrect reduction claims from different 
claimants if the claims contain similar issues. 
 
(ba) Before hearing an individual or consolidated incorrect reduction claim, commission staff 
shall prepare a written analysis of the incorrect reduction claim that shall include, but not be 
limited to, a review of any statements filed by the Office of State Controller and the claimant's 
rebuttal. The analysis shall also include a staff recommendation on whether the claimant's 
reimbursement claim was incorrectly reduced. 
 
(cb) At least eight (8) weeks before the hearing or at such other time as required by the executive 
director or stipulated to by the claimant and the Office of State Controller, commission staff shall 
distribute a draft staff analysis to the Office of State Controller and the claimant and their 
designated representative, or, if a mailing list is provided by the commission, a copy shall be 
distributed to all parties and interested parties on the mailing list. 
 
(dc) The Office of State Controller and the claimant may file written comments on the draft staff 
analysis with the commission. Written comments shall be filed with the commission at least five 
(5) weeks before the hearing or as otherwise stipulated to by the parties or determined and 
publicized by the executive director. If a mailing list is provided by the commission, a copy of 
the comments must be served on all parties and interested parties on the mailing list. Written 
comments shall be reviewed by staff and may be incorporated into the final staff analysis 
presented to the commission. 
 
Note: Authority cited: Section 17527(g), Government Code. Reference: Section 17551(bd), 
Government Code. 
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§ 1185.036.  Withdrawal of Incorrect Reduction Claims. 
 
An incorrect reduction claim may be withdrawn by written application any time before a 
decision is adopted or by oral application at the time of hearing. If such application is made the 
commission may issue a decision dismissing the claim. 
 
Note: Authority cited: Section 17527(g), Government Code. Reference: Section 17551(bd), 
Government Code. 
 
 
§ 1185.17.  Reinstatement of Costs. 
 
If the commission determines that a reimbursement claim was incorrectly reduced, the 
commission shall send the statement of decision to the Office of State Controller and request that 
the Office of State Controller reinstate the costs that were incorrectly reduced. 
 
Note: Authority cited: Section 17527(g) and (h), Government Code. Reference: Section 
17551(bd), Government Code.  
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EXHIBIT A 
STATE OF CALIFORNIA ARNOLD SCHb 

COMMISSION ON STATE MANDATES 
880 NINTH STREET, SUITE 300 
' BCRAMENTO, CA 85014 

\\ONE: (91 6) 323-3662 
rAX: (81 8) 446-0270' 
E-mall: c6mlnfo@osm.ca.gov 

TO: All Interested Persons 1' 

FROM: Paula Higasli, 

SUBJECT: RuIeindcing Proceeding 

Governmeilt Code section 17527, s~\bdivision (g), a~ltl~orizes the Coimissioil to adopt the 
proposed regulations. The pu-pose of this rulemalung is to implement AB 2652 (Stats. 2006, 
c11, 1 GB), wl1icl.1 refoi-n~s the Coim~~ission's incorrect reductioil clniil~s procesd. 

The Coinmission proposes to anend and reil~mlber sectioils 1 185, 1 185.01, 1 185.02, 1 185.03, 
aid 1 1 85.1 ; and to add sectioils 1 1 55.2, 1 185.3, ~11d 1 185.4 of the Califoinia Code of 
Regulations, title 2, division 2, chapter 2.5. 

We invite  you^: p~u-ticipation in the Conu~~ission's Rulernalcing Proceeding. Eil~~losed is the 
Conmission's ivlemalcing packet that includes the following documents: 

i) 
e Cui~unission Order to Initiate Ruleinalung Proceedings ' . 

a No.tice of Proposed Ru1en1alcin.g 
Initial Statement of Reasons 

. Text of Proposed Regulatory Action 

Written coim~~ents on the proposed anlen&nents will be accepted until 5:00 p,m. on 
Jzlnualy 5,2007. The Coinnlission will hold a public hearing if it receives a written reqilest for 
a public hearing no later than 15 days hefore the close of the written cornnlent period. For 
details on public participation, please see the enclosed Notice of Proposed Rulemalcing. 

If you have any questi,ails about the proposed rulemaking, please call Cathy Ciuz Jefferson at 
(916) 323-8218. 





BEFORE THE 
\ 

COMMISSION ON STATE MANDATES 

In the Matter of: 

STATE OF CALIFORNIA 

Asticle 5 ' I ~ncorrecf Reduction claims Process 

Amendmeilts to Califoinia Code of 

Regulations, Title 2, Divisioil2, Chapter 2.5, 

Pursuant to Califolllia Code of ~e~ul 'at ions,  title 2, sectioil 11 89.2, the Coinnlission on State 
Mandates ("Coimission") hereby adopts this order to institute rulemalung proceedings in 
accordsilce with t'lle procedures of Gove~mlent Code sections 11346.2, 11346.4, 11346.8, and 
11346.9. 

ORDER TO INITIATE 
RULEMAIUNG PROCEEDINGS 

PROP 0 SED REGULATORY ACTION. The Coinlnission proposes to mneild and renuinher 
sectioils 1185, 1185.01, 1185.02, 1185.03, and 1185.1; and to add sectioils 1185.2, 1185.3, and 
1185.4 of the Califolvia Code of Regulations, title 2, chapter 2.5, divisioil2. 

AUTHORITY AND REFERENCE. Govei~ul~eilt Code section 17527, subdivisioil (g), 
I 1 authorizes the Coil~nissioll to adopt the proposed regulations. T11e purpose of this iulemalcing is 

to implement AB 2652 (Stats. 2006, ch: 168), which reforms the Commission's inconect 
reduction claiills process. 

WRITTEN COMMENT PERIOD. h y  interested person, or his or her autl~orized 
representative, may submit written comnlents relevant to the proposed regulatory action to the 
Commission. The Coimlission will oidy consider written comments received at the 
Coi~mission's office by 5:00 p.m. on January 5, 2007. Subinit commeilts to: 

Cathy Cruz Jefferson, Seilior Program Analyst 
I Coinmission on State Mandates 

980 Ninth Street, Suite 300 
Sacramento, CA 95814. 

Phone: (916) 323-3562 FAX: (916) 445-0278 
Einail: catl~y.c~~z@csm.ca. goy 

, PUBLIC HEAR.rNG. The Comnissioil will hold a llearing on January 24, 2007, if it receives a 
written request for a public hearing from ally interested fierson, or his or her autl~orized 
representative, no later than December 21,2006. 

Date: lb  / 3 0  1. ~b By&&* 
1 I Paula Higaslli, Execw 





TITLE 2, ADMINISTRATION 
DIVISION 2. FINANCIAL OPERATIONS 

CHAPTER 2.5. COMMISSION ON STATE MANDATES 

NOTICE OF PROPOSED RULEMAKING 

T11e Coilmission on State Mandates (Coilullission) proposes to adopt the regulation described 
below after coilsideling all conmeilts, objections, and reconunendations regarding the proposed 
action. 

PUBLIC HEARING 

The Conlnlissioil has not scheduled a public heariilg on this proposed action. However, the 
Coinmission will hold a hearing if it receives a written request for a p ~ ~ b l i c  hearing from any 
interested person, or his or her authorized representative, no later than 15 days before the close of 
t l~e  witten coilmlent period. 

WRITTEN COMMENT PERIOD 

Aiy interested person, or his or ller authorized represeiitative, inay s~~bbmit written coimlleilts 
relevant to the proposed regulatoiy action to the Coillmission. Tlle written coinnleilt.period 
closes at 5:00 p.m. on January 5,2007. Tlie Colllmissioll will consider only coinmeilts 
received at the Conlmissioil offices by that time. Subinit conlments to: 

Cathy Cruz Jefferson, Senior Program Analyst 
Conunissioil on State Mandates 

980 Ninth Street, Suite 300 
Sacramellto, CA 95814 

AUTHORITY AND REFERENCE 

Goverilmeilt Code sectioil 17527, s~~bdivision (g), authorizes the Coimnission to adopt the 
proposed regulations. Tlle prupose of this n~lemalciiig is to iir!plement AB 2652 (Stats. 2006, 
c11. 168), which reforins the Coinnlission's incorrect reduction claims process. 

INFORMATIVE DIGEST/POLICY STATEMENT OVERVIEW 

Tile Comrnissioil is a seven-member quasi-judicial body authorized to resolve disputes regarding 
the existence of state-mandated local programs (Gov. Code, 5 17500 et seq.) and to hear matters 
involving applicatioils for a finding of significant financial distress (Welf. & Inst. Code, 
5 17000.6). The proposed ruleinalcing impleinellts AB 2652 (Stats. 2006, ch. 168), which reforms . 

the Coim~lission's incorrect reduction claims process. It adds Goverilment Code sectioils 1755 8.7 
and 175 5 8.8, wlich establish processes for either claimant-initiated or Commission-directed . 

co~lsolidation of incoi-rect reduction claims, if all of the following apply: 

Tl~e'metl~od, act, or practice that the claimant alleges led to the reduction 1las led to . 
similar reductioils of other partiesy claims, and all of the claims iilvolve corn11011 
questions of law or fact. 

0 The coilmlon questions of law or fact among the clainis predoiniilate over any iiiatter 
affecting only ail individual claim. 

' 



The consolidation of similar claims by individual claimants would result'in consistent 
decisioilmalcing by the commission, 

The claimant filing the consolidated claim would fairly and adequately protect the , 

interests of the other claimants. 

Under Article 5, the Commission propdses to amend and renumber sections 1 185, 1185.01, 
1185.02, 1185.03, and 1185.1; and to add sections 1185.2, 1185.3, and 1185.4 ofthe California 
Code of Regulations, title 2, chapter 2.5, division 2. 

Section 11 85 will shorten the statute of limitations for filing an incorrect reduction claim fioin 
three years to one year following tlle date of the Controller's final state audit report, letter, 
remittance advice, or other written notice of adjustment notifying the claimant of a reduction, if 
t l~e  notice is dated on or after July 1,2007. It will also eliminate the requireinent, when filing an 
incorrect reduction claim with the Coinrnission, to submit a copy of aletter sent by the claimant 
or t l~e  claimant's representative to the Controller explaining why the reduced area(s) of cost in 
dispute should be restored. 

Section 1 185.2 adds a process for the consolidation of claims initiated by an individual claimant 
as described in Govermnent Code section 1755 8.7. 

Section 11 85.3 adds a process for optihg out of a consolidated incorrect reduction claim. 

Section 11 85.4 adds a process for the executive director to consolidate incorrect reduction claims 
as described in Government Code section 17558.8. 

Sections 1 185.01, 11 85.02, 11 85.03, and 1 185.1 were renumbered and will inalce only minor, 
1 non-substantive, and technical amendments. 

DISCLOSURES REGARDING THE PROPOSED ACTION 

The  omm mission has made the following initial determinations: 

Mandate on local agencies and school district: 

Cost or savings to any state agency: 

Cost to any local agency or school district which must be reimbursed 
in accordance with Government Code sections 17500 through 17630: 

Other non-discretionary cost or savings imposed on local agencies: 

Cost or savings in federal funding to the state: 

Significant, statewide adverse ecoilomic impact directly affecting 
business, including the ability of California businesses to compete with 
businesses in other states: 

Significant effect on housing costs: 

None 

Minor 

None 

Minor 

None 

None 

None 

Cost impacts on a representative private person or business: The Commission is not aware 
of any cost impacts that a representative private person or business would necessarily incur 
in reasonable coinpliance with the proposed action. 



Adoption of these regulations will not: 

(1) create or eliminate jobs within California; 

(2) create new busiilesses or eliininate existing businesses wi t lh  California; or 
1 ,  

(3) affect the expansioil of, busiilesses currently doing business within California, 

Sinall Business Deteriniization: Because the Cornmisfiioil has no jurisdiction over sinall 
businesses, the proposed regulatory action will have no impact on sinall businesses. 

CONSIDERATION OF ALTERNATIVES 

hl accordance with Goveiml~eilt Code section 11346.5, subdivision (a)(13), the Comnission 
niust determine that no reasoilable alternative it considered or that has otherwise been identified 
and brought to the attention of the agency would be more effective in carryiilg out the purpose 
for which the action is proposed or would be as effective and less burdensome to affected private 
persons than the proposed action. 

Tlle Coimiission invites interested persons to present statements or arguments with respect to 
alternatives t,o the proposed regulations during the witten co&neilt period. 

CONTACT PERSONS 

1nquir;es conceinh~g t l~e  proposed adininistrative action inay be directed to: 

Catl~y Ciuz Jefferson, Senior Program Analyst 
Comnissioil on State Mandates 
980 Ninth Street, Suite 300 
Sacranleilto, CA 958 14 
Telepl~one: (9 16) 323-3 562 

T11e baclcup contact person for these inquiries is: 

Nancy Patton,' Assistant Executive Director 
Coilllnissioil on State Mandates 
980 Ninth Street, Suite 300 
Sacramento, CA 95 8 14 
Telephone: (9 16) 323 -3 562 

Please direct requests for copies of the proposed text (the "express terms") of the regulations, the 
initial statement of reasons, the modified text of t l~e  regulations, if any, or other informatioil upoil 
which the rulemalcing is based to Ms. ~ a t l ~ ~ ' ~ i - u z  Jefferson at the above address. 

AVAILABILITY OF STATEMENT OF RJIASONS 
AND TEX.T 0F.PROPOSED REGULATIONS 

The Conu-nission will have t l~e  entire iulemalcing file available for illspectioil and copying 
tlxougl~out the rulemalcing process at its.office at the above address. As of the date this notice is 
published in tlle Notice Register, the iuleillalcing file coilsists of tl.lis notice, the proposed text of 
t l ~ e  regulations, the initial statenlent of reasons, and the Coimnissioil order to initiate iuleinalcing 
proceedings. Copies inay be obtained by coiltacting Ms. Catl~y Cruz Jeffersoi~' at ,the address or 
phone iiuinber listed above. All persoils on the Coilmlission's ii~te~csted persoils mailing list will 
automatically be sent a copy of t l ~ e  ruleinalciilg file. 



AVAILABILITY OF CHANGED OR MODIFIED TEXT 

After considerii~g all timely and relevant conments received, and holding a public hearing, if 
necessary, the Cormnissioil inay adopt the-proposed regulations substantially as described in this 
notice. If the Coinmission mdces n~odifications wlGch are sufficiently related to the oiiginally 
proposed'text, it wiIl malce the modified text (GtIi tIie cl~anges clearly indicated) available to the 
public for at least 15 days before the Coimlission adopts the regulations as revised. Please send 
requests for copies of mly inodified regulations to the attention of Ms. Cathy Cmz Jefferson at 
the address indicated above. The Comnlission will accept written commeilts on the inodified 
regulations for 15 days after the date on wl-icl~ they are made available. 

AVAILABILITY OF THE FINAL STATEMENT OF REASONS 

Upoil its completion, copies of the Final Stateilleilt of Reasons may be obtained by coiltactiilg 
Ms. Cathy Ciluz Jefferson at the above address. 

AVAILABILITY OF DOCUMENTS ON THE INTERNET 

Copies of the Notice of Proposed Action, the Initial Statement of Reasons, and the text of the 
regulatioils in underline and strikeout call be accessed through our website at www.csn1.ca.gov. 



INITIAL STATEMENT OF REASONS 

The Cormnission is a seven-member quasi-judicial body authorized to resolve disputes regarding 
the existence of state-inaildated local programs (Gov. Code, 5 17500 et seq,) m~d to hear matters 
involving applicatioils for a finding of significant financial distress (Welf. & Inst. Code, 
5 17000.6). The puipose of this iulemalcing is to iinplemeilt AB 2652 (Stats, 2006, ch. 168), wlicll 
refonns the Coimnission's incorrect reduction claims process. It adds Govermnent Code 
sections 1755 8.7 and 1755 8 -8, wl.licl.1 establish processes for either claimant-initiated or . 
CoiTlmission-directed consolidation of incoi~ect reduction claims, if d l  of tlle following apply: 

Tile metllod, act, or practice that .the claimant alleges led to the red~lction has led to 
similar reductioiis of other parties' claims, and all of the claiins iilvolve common 
questions of law or fact. 

The cormno11 questions of law or fact among the clainls predominate over any matter 
affecting only an iildividual claim. 

The consolidation of similar claiins by individual claimants would result in coilsistent 
decisioimalung by the commission. 

I 

The claimant filing the consolidated claim would fairly and adeq~~ately protect the 
interests of the other claimants. 

MINOR,.NON-SUBSTANTIVE, 
CLARTPYTNG AND TECHNICAL AMENDMENTS 

The~Coim~lission edited text of the existing regulatioils for clarity and collsistency purposes. 
Specifically, the Conmlissioil proposes minor, 11011-substai~tive, or clarifying teclmical 
sllnendineilts in sections 1185.01, 1185.03, m~d 1185.1. 

ARTICLE 5. INCORRECT REDUCTION CLAIMS 

SECTION 1 1 85, INCORRECT REDUCTION CLAIM FILING. 

Specific Ptlrpose of the Regtllatiorz 

This section specifies the elements an4 docuineilts required for filing an incorrect reduction 
claim with the Commission. 

Necessity 

Curreiltly, the statute of limitatioils for filing an incoi~ect reduction claim is tlvee years following 
the date of the Controller's final state audit report, letter, remittance advice, or other written 
notice of adjustment notifying the claiinant of a reduction. Government Code section 17558.6 
a~ltl~orizes the Coi~lmissioil to review its illcorrect reduction claiills process in order to provide for 
a inore expeditious and less costly process. To provide a more expeditious process, the proposed 

I cl~anges ainend this section to shorten the statute of lirnitatioils from thee  years to one year 
followiilg the date of the Coiltroller's final state audit report, letter, remittance advice, or other 



written notice of adjustment notif$ing the claimant of a reduction, if the notice is dated on or after 
1 July 1,2007. In addition, the proposed changes amend tlis sectioil to eliminate the requirement, 

when filing an iilcorrect reductioil claim with the Coinmission, to submit a copy of a letter sent 
by the claimant or the olaimant's represeiltative to the controll& explaining why the reduced 
area(s) of cost in dispute should be restored. ~he '~ommiss ion  no loilgei4 requires this document 
when revieyhg an incorrect reduction claim filing. The'proposed changes are also necessary to 
co&ect the feference citations. 

SECTION 1185.2. CONSOLIDATION OF CLAIMS INITIATED BY AN INDIVIDUAL 
CLAIMANT; INTENT TO JOIN A CONSOLIDATED CLAIM 

Specific Purpose ofthe iegulation 

This section establishes the procedures for an individual claiinant to initiate the consolidation of 
claims alleging an incorrect reduction, if certain criteria apply, and establishes the procedures for 
other claimants to join a consolidated claim. This sectioil also specifies the duties of the 
Coi~~missioil ~taff'and the State Controller's Office upon receipt of a notice of intent to 
consolidate incorrect reduction claim and notice of intent to join a consolidated claim. 

Necessity 

This section conforms to AB 2652 that authorizes claimant-initiated consolidatibn of iilcorrect. 
reductioil claims. 

SECTION 1 185.3. OPTING OUT OF A CONSOLIDATED INCORRECT REDUCTION 
CLAIM 

I Specific Purpose ofthe Regulatiov 1 

This ,section establishes the procedures for opting out of a col~solidated incorrect reduction claim 
and clarifies how a claimant inay preserve its right to challenge a reduction made by the . 
Coiltroller on a mandated program. 

Necessity 

This section confoi~ns to AB 2652 that peiinits claiinants who join a consolidated incoi-rect 
reductioil claim to opt out and not be bound by any deteimination made on the consolidated 
claim. . 

SECTION 1 185.4. EXECUTIVE DIRECTOR'S AUTHORITY TO CONSOLIDATE 
INCORRECT REDUCTION CLAIMS 

Specific Purpose oftlze Regtrlatiola 

This section establishes the procedures for the executive director's authority to coilsolidate 
incorrect reduction claims. 

Necessity 

This section oonfoms to AB 2652 that authorizes the exeoutive director to coilsolidate incorrect 
reduction claims, if necessary to ensure the complete, fair, or timely consideration of any 
iilcorrect reductioil claim. 



SECTION 11 85.02. REVIEW OF COMPLETED JNCORRECT REDUCTION CLAIMS AND 
t PREPARATION OF STAFF ANALYSIS 

This sectioil specifies the duties of Coilullissioil staff in prepariilg the staff analysis on a 
coillpleted iilcorrect reductioil claim, and the process for claimailts, state agencies, and interested 
paiiies to pwicipate in review of the staff analysis. 

AB 2652 authorizes the executive director to coilsolidate iilcorrect reductioil claims to ensure the 
complete, fair, or tiinely coilsideratioil of ally incorrect reductioil claim. The proposed cha~lges 
reinove subdivisioil (a), wl~ich provides that the executive director may coillbi~le analyses of 
incoi-sect reductioil cIainls if they contain siillilar issues, beca~lse the exec~~tive director's 
a~ltl-hority was moved to sectioil 1185.4. The proposed changes are also necessary to reil~unber 
this sectioil and to correct the refereilce citations. 

MATERIAL RELIED UPON TO DEVELOP REGULATIONS 

No tecllllical documents, eillpirical studies, reports or doc~~ments have been relied upoil to 
develop these proposed regulations. 

ALTERNATIVES TO THE PROPOSED REGULATORY ACTIONS 
I \  The Coilu~lission has not identified ally reasoilable alternatives to the proposed regulatory 

actions. The Coilllnissioil has no jurisdictioil over sillall businesses. ,Therefore, there is no 
adverse iinpact on sillall businesses. 

ADVERSE ECONOMIC IMPACT ON ANY BUSINESS 

The Coillrnissioil has illade an initial deterllliilatioll that there is no adverse ecoilo~llic iinpact on 
ally business b e c a ~ ~ s e  the Coillillissioil does not have jurisdictioil over businesses: 





PROPOSED AMENDMENTS.TO: 

CALIFORNIA CODE OF REGULATIONS 
TITLE 2. ADMINISTRATION 

DIVISION 2. FINANCIAL OPERATIONS 
CHAPTER 2.5. COMMISSION ON STATE MANDATES 

1 

Article 5. Incorrect Reduction Claiins 

5 1185. Incorrect ~educt ion Claim Filing 

(a) To obtain a deteiilliuatioil that the Office of State Controller incoi~ectly reduced a 
reiillburseille~lt clainl, a claimant shall file an "incoi~ect reduction claim" with the coilmission. 

(b) All incorrect reduction claims shall be filed with the coilu~lission no later than; 

(1) Ul-ree (3) years followiilg the date of the Office of State Coiltroller's filial s t ~ t e  audit repoi?. 
letter, remittailce advice, or other written notice of adjustineilt notifying the claimant of a 
reduction, if tile notice is dated bcfore July 1.2007, 

/2) One (1) year ~~ol1owin.r the date ofthe OIfice of State Controller's final state audit rcpo:~?, 
letter, remi:ttance advice, or otber writtei? notice of adiustllleilt noti.f"vina tlle cla1111alt of a , 

reduction, i3f the notice is dated on or nfter July 1,2007. 

(c) A1 incoi~ect reductioil clajl11 sl~all pei-tain to alleged incorrect reductioils in a reiinbursement 
clainl(s) filed by one claimant. The incoi~ect reduction claiin inay be for illore tlml one fiscal 
year. 

(d) All incoirect re'uction clainls, or an~eildmeilts thereto, shall be filed dl1 a fonn provided by 
the conullission. * 

(e) All illcorrect reductioil claims, or arneildrneilts thereto, shall contain at least the following 
elements aid doc~mlents: 

(1) A copy of the Office of State Controller's clainliilg iilstivctioils that were in effect d~lring the 
fiscal year(s) of the reimbwseineilt claim(s). 

(2) A written detailed narrative that describes the allkged incoi-rect reduction(s). The narrative 
shall include a coinprehensive description of the redjuced or disallowed area(s) of cost(s). 

I 

(3) If the narrative describing the alleged incoirect reduction(s) iilvolves Inore thsul discussioil of 
statutes or regulatioils or legal mgument and utilizes assei-tions or represe~ltatioils of fact, such 
assei-tions or represeiltatioils shall be suppoi-ted by testi~lloilial or documentary evidence and shall 

, I  be subniitted with the clairn. All docullentary evidence m~lst be authenticated by declaratioils 



under penalty of perjury signed by persons who are authorized and competent to do so and be 
I based ~ ~ p o n  the declarant's personal lcnowledge or infor~llation or belief. 

1 (4) A copy of&-ally final state audit r e p o ~ t ~ - ~  l e t t e r 1 4  renlitta~ce advice, or other written 
notice of adjust~llent from the Office of State Colltroller that explains the reason(s) for the 
reductioil or disallowance. 

(4% A copy of the subject reinlbursenlent clainls the claimant submitted to the Office of State 
Controller. 

I (75) An incorrect reductioil claim, or amendment thereto, shall be signed at the end of the 
document, ~znder penalty of perjury by the clainlant or its a~~tllorized represelltative, with the 

I declaration that the %incorrect reduction claim is true and complete to the best of the 
declarant's personal lu~owledge or inforillation or belief. The date signed, the declnrant's title, 
address, telephone number, and, if available, electro~liq mail address and facsinlile nullber, shall 
be included. 

(443 The clainlailt shall file one original incorrect reduction claim, or al~endment thereto, and 
acconlpanying docunleilts with ~ c o n u ~ l i s s i o n .  The original shall be ui~bound and single-sided, 
without tabs, and include a table of conteilts. 

I 1 (48) The claimant sllall also file two (2) copies of the incorrect reduction claim, or ameildnlent 
thereto, and accoillpanying docunlents with the commission. The copies inay be two-sided and 
shall not include tabs. 

(f) Within ten (10) days of receipt of an iilcorrect reduction claim, coininission staff shall notify. 
the claiillailt if the incorrect reduction claiin is coillplete or incomplete. Illcorrect reduction 
clainls will be'cocsidered iilconlplete if any of the eleillents required in subsectioils (dcJ tlu-ough 
(& of this section are illegible or not included. Incoinplete incoi~ect reduction claims shall be 
retuned to the clauilant. If a colllplete iilcorrect reduction claiin is hot received by the 
conlillissioil wi thh  thirty (30) days from the date the illcomplete claim was returned to the 
cIaimant, the coilu~lission shall deem the filing to be withdrawn. 

Note: Authority cited: Section 1 7 5 2 7 ( g ) w ,  Govenlrnent Code. Reference: Sectioils 
1755 1(bd) and 17553/d), Goverillneilt Code. 

1 5 ll85.WL. Review of Incorrect Reduction Claims. 

(a) Within ten (1 0) days of receipt of a conlplete incoi~ecf reduction claim, coininission staff 
shall provide a copy of the claiin to the Office of State Controller. 

I (b) Comillissioil staff shall notify the Office of ~ t a t ' e  Controller that written oppositions or 
recoilm~eildations and suppoi-ting docu~nentatioil in coilllectioil with an incoi-sect reductioil clainl 



sllal be filed no inore than ninety (90) days from the date the copy of the claim is provided to tlle 
1 Office of State Coi~troller. The Office of State Coiltroller shall siinultaneously seive a copy of 

ally oppositioil or i-ecominendation regarding the claiin on the claimant and their designated 
representative or, if a inailing list is provided by the coinn~ission, a copy of ally opposition or 
recoiluneildaiioil on the claim, nlust be filed on all pai-ties and interested parties on the inailing 
list. Proof of sei-vice inust be filed with the oppositioils or recomllendatioi~s and suppoi-ting . 

doc~uneiltation p~rsuant to sectioil 11 8 1.2. If the oppositions or recoiluneildations regarding an 
illcorrect reduction claim involve more than the discussion of statutes, regulatiolls or legal 
argument and utilizes assei-tions or representatioils of fact, such assei-tions or representations 
sl~all be supported by docuneiltary evidence F U I ~  shall be subnlitted with the response. All 
docuilleiltary evidence inust be autl~eilticated by declaratioils under penalty of perjury signed by 
persons who we autl~orized and competeilt to do so and be based upoil the declarant's persoilal 
lcnowledge or illformation or belief. 

(c) The claiinant mid interested pai-ties inay subinit written rebuttals to the Office of State 
, Controller's coiml~eilts. Written reb~~ttals shall be filed wit11 the coinlnissioil witl- in thirty (30) 

days of service of the Office of State Coiltroller's coilmlents. The claiinant shall sinlultaileously 
serve a copy of the written rebuttal on the Office of State Controller or, if a nlailing list is 
provided by the commission, a copy of the rebuttal, IIILIS~ be sei-ved on all pai-ties and interested 
parties.011 the nlai1ing list. Proof of service shall be filed with the written rebuttal and supporting 

j - docun~el~tatioi~ pursuant to section 1 18 1.2. If the written rebuttal iilvolves more than discussion 
of statutes, regulations or legal argunleilt and utilizes assertioils or represelltations of fact, such 
assei-tions or representatioils shall be supported by docunlentary evidence and shall be submitted 

, I  with the rebuttal. All documentary evidence lllust be autl~enticated by declaratioils under penalty 
- ..- of perjury signed by persons who ase autl~orized and coinpetent to do so and be based upoil the 
3 - declarant's'persoilal lcnowledge or illforination or belief, 

Note: Authority cited: Section 17527(g), ,Goveilment Code. Reference: ~ e c t i o n ~  1755 1 (Idd) and 
17553jd), Goveiiullellt Code. 

5 1185.2. Consolidation of Claims Initialed bv an ~ndivi'hual Claimnot: Intent to Join a 
Consolidated Claim. 

(a) On behalf of a class of cIairnants,.an individual claimant imay initiate the consolidation of 
claims alleaiila WI incoi-rect reductioil as described in Govenzinelzt Code section 17558.7, if all of 
Ule I'ollowi~~g apply: 

(1) The metl~od, act, or practice that the claimant alleges led to the reduction has led to sj~nilar 
reductjoils of other parties' claims, and all of the claims iilvolve conlmoiz questioils of law or 

(2) The CO~IIIIIOII quest! 011s of law or fact sul~oiie, t l ~ e  clc?iills ~>recloi~li~late over ally n~atter 
affect in^ oilljr [ill individual claim. 

: 1  
[3) The coilsolidatioil of similar claims bv iildividual claimants would result in coizsisteilt 
decisiol~ln.alcj.ne by the commission. 



14) The claimant filintr the coizsolidated claim would fairly and adequately protect t11e interests of 
the otlzer clainna~zts. 

{b) A ciainlnnt tha3 seeks to file a consolidated incorect reduction cluim shall notify t11e 
co~~ullission of its intent at the tiine of fil.inp on a foiiu provided by the coi~lmission. 

{c) Witllin tell (1 0) days of receipt of a. consolid~~ted incorect reduct.ion claim, coilu~Gssion staff 
shall notify the claimcull. if the consolidated incorrect reduction claim is complete or incomnlltlete 
pwsua~~t  to section 1185, and request the Office of the State Controller to provide the 
conmission, within thir* (30) days. a list of claimants for wllorn tlle Controller has reduced 
similar claims u d e r  tlie same mandate, and tlle date each claimant was notified of an 
adjustment. 

(d) Upon receil~t of th.e li.st fi:oin. t11.e Offi,ce of the State Cont~:olle~:. the c.omm.iss;ion shall notify 
1:lle list of other clainlants expefie1lcin.a s i l ~ ~ i l u  reductions by the Coi~trol:ler und.er the same 
mand.a.te and other interested pal-tie~ ofthe original claimant's i~itent to consolicl.ate a1 incorecl 
recluctio~l claim. 

(e) Within thirty (30) days of receipt of tlie commission's notice regarding the oiifiillal clainimt's 
intent to consolidrite incorrect reduction claim. any other eligible clainlailt may, on a ibrm 
provided bv the co~nmission, file a notice of intent to join the consolidatecl incorect reduction 
c1,aim. 

I A  All notices of intent to join a consolidated incorrect reduction clain~.shall coml~ly wit11 
seciioil 11 85(b) and colltaill at least the follow in^ elements and documents: 

J1) A copy of the film1 state audit report, letter, remi.ttan.ce advice, or other written. notice of 
ndiustment fro111 the Office of Stare Controller ,that explains the reason(s) for the red~i.ction or 
disallo\vance. 

12) A copy of the subiect reimb~u-selllent clainls sub~~litted to the Ofice of S t ~ t e  C,ontroller. 

/3) A notice of inteilt to join a consolidated incorrect reduction clainl slzall include a certification 
by the joint-clablla~~t authorizing the origillal clainimzt to act as its re~resentative ia the 
co~lsolidated incorrect reduction claim, and a declaration mlder penalty of perjury that the filing 
is true and complete to the best of the declarant's personal lu~owledpe or iixfomation or belief. 
The date sijzned, the declarant's title, address, telephone n~mlber, and, if available, electroilic mail 
address and f~icsiniile ilun~ber, shall be included. 

14) The joint-clRimmt shall file one orifiinal notice of intellt to ioin ancl acconlpan~illg 
docunlents with the comnission. The origiilal shall be unl~ound and sinale-sided, witl~oul tabs. 

(5) The ioint-clainimt slnall also file two (2) copits of the n.otice of intent to :loin aid 
accornpmlyina cl.ociunents wit11 the co~lunission. The conies may be two-sid.ecl and shall not 
in.cluc1e tabs. 



[ a )  Within tell ( 10) days of receipt of a notice of intent to i oin a consoliclated incorrect reduction 
cl.ainz. comm i.ssi.011 staff shall notifV t11e i oi11.t-cl.ai.lila~~t if the notice of i~itenb to i oin. is com.plete 
or incom1)l ete. Notices of intent to ioin a con.solidaled incol.l.ect :~.ed.uction. claim will be 
coilsiderecl incom1~lete if ally of the ele;l~en.ts req~;irecl. in subsection (f) of this seclioil,are 
illegible or not ihcl~ided. Ii~complete ilotices of intent sl~all be ret~~rilecl to the ioi~~t-claimai~t, If a 
co~i~.pl ete noti.ce of intent to ioin. i ccnsol~idated in.c.61-rect reduction claim is not rac,ei.ved by the 
conl~nission. within 'thirty ('30) clays from the date tlie incoml~lete notice of i'lltellt uras returned to 
the joint-clainla.nt. the colllilljssio~l shall deem the filing to be withdrawn, 

Note: A~~thority kited: Sections 1 . 7 ~ 2 7 ( ~ )  and 17558.7(~), Goven~nie~it Code. Referelice: 
Se,ction 17558.7. Goveniment Code. 

3 1185.3 Opting Out of a Consolitlatad Pncol.rect Reductio~i Claim. 

Purs.~~.ant to Govenu~lent: C.ode sec,tion 17558,7(f), ea.ch claimant thi~t files an jilt:ellt to ioin a 
co~lsoljclatecl incorrect recl~icti.on, claim rimy ogt out nilcl not be bo~ i i~d  by ally deter~~li i la t io~ nlade 
o:n. the col~soli.datcd claim. 

(a) Toopt out of a cor~solidated ii~coii.ec~ rec1.u.ction cliiin, claiinal~ts shall itle a written 1lotic.e 
with the comlllissioil \~~itliiii fifteen (15) days of sei-vice of the Office of State Coritroller's 
co~~u~<i~-~ t s .  A copy of t11.e n,oti.ce must, be served oil all \%-ties and i~~terested pa~:ti.es ,011 the 
~?lai.Iina, list. I-lroof of service shall he filed uritl~ tlie. ~zotice p~rsua,~i t  to section. 11 81.2, 

I)  No -later tllan one ( I ') year after optilzl~ out, or within the s ta t~~te  of 1imi.tntions under 
~ec~ t io~ i  -1.185(b), w1i.jchever i.s later, a cl.aiinant that opts out of a consol.idated c1ai.m. s11al.l file an 
i~~divid.ina.l incol-rect reduction claim,pursu;lnt to commissioa require~ne~its in orcie.s to preserve its 
rial-it to challeiljie a. recluction macle by the  ont troller on lllat: stme inanc1a:te. 

(2j If a c.l.fiin1a17.t opts out of a con.sol.idated :i~~.co,:rec,t ~:eductj.on clni.m, a11.d xn, i:~ldivi.clual iii.cosl:ect 
red ilction clai~n ;for tl~nt entity is already on  file wit11 the commi ssio11, the i nrtivid~ial filing is 
a.utomatically reihstated.. 

Note: Authoritv cited: Sectioils 17527(fi) and 1755 8 .7(~) ,  Government Code. Reference: 
Section 1 755 8.7, Goveinnient Code. 

I 5 1185.4. Executive Director's Autliority to Consolidate Incorrect Reduction Claims. 

(a) The executive director may c.oi1solicl.i.1i:e part or all of ally incorrect red.u.ctio11 clai~n with 
anotlies incorrect recluctiotl claim, if ilecessarv to .ensure the c o i ~ ~ ~ l e t e ,  fair, or timel~r 
cons:ide:~.ation of any i~zcoi:rect ~:~duct-ion cl.ain~.. 

I (b) At least ten (10) days before the action is talcen, the executive director shall simultaneouslv 

i I serve on th.e palties and inte~.r=sted parties on tile ~nailiizg 1:ist clescri.bed.in sectioil 1 181.2 of these 
I-eeulations a n0tic.e of an.y 1~coi3ose.d zicti.cn to consolidate. 



Note: Authority cited: Sections 1'7527(~) and 17558.8(b). Governnleili Code. Reference: 
Sectioizs 17530. 17554, and 17558.8, Goverll~nent Code. . . . , , . . . .. 

. . 

8 ll,85.02& Review of Completed Incorrect ~ e d u c t i o n  claims and Preparation of Staff 
Analysis. 

I (baJ Before Ilearing an individual or consolidated incorrect reduction claim, co~nn~ission staff 
shall prepare a written analysis of the incorrect reduction claim that shall include, but not be 
linlited to, a review of any statenleilts filed by the Office of State Coiltroller and the claimant's 
rebuttal. The slilalysis shall also iilclude a staff recoinnlendatioil on whetl~er the claimant's 
reimb~u.sement claim was inco~~ectIy reduced. 

I (ebJ At least eight (8) weelcs before the hearing or at such other time as required by the executive 
director or stipulated to by the claimant and the Office of State Controller, coin~llissioil staff shaIl 
distribute a draft staff analysis to the Office of State Coiltroller and the clainlant and their 
designated representative, or, if a mailing list is provided by the coi~mission, a copy shall be j ! 
distributed to all parties and interested parties on the inailing list. 

I (a Tlle Ofice of State Controller and the claiinant may file written corn~nents on the draft staff 
analysis with the comrnissioi~. Written conu~~ents shall be filed wit11 the comnission at least five 
(5) weeks before the hearing or as othe~wise stipulated to by the parties or deter~nined and 
publicized by the executive director. If a inailing list is provided by the commission, a copy of 
the comnlents nlust be served on all parties and interested palties on the mailing list. Written 
coilullents shall be reviewed by staff and nlay be inco~yorated into the final staff analysis 
presented to the coim~~ission. 

( Note: Authority cited: Section 17527(g), Government Code. Reference: Section 17551 (bclJ, 
Goveilunent Code. 

I § 1185.M6_. Withdrawal of Incorrect Reduction Claims. 

An incoi~ect reductioil claiill nlay be witIldrawn by written application ally time before a 
decision is adopted or by oral applicatio~l at the tinle of hearing. If such application is made the 
coillnlissio~l nlay issue a decision disinissing the claim. 

I Note: Authority cited: Section 17527(g), Goveriuneent Code. Reference: Section 1755 1 (M), 
Govermnent Code. 



( 5 1185.41. Reinstatement of Costs. 

'If the coiiullission deterilliiies that a reimburseiiie~it claim was illcorrectly reduced, the 
colui~issioii shall send the statement of decision to the Office of State Coiltroller and request that 
the Office of State Coiltroller reinstate the costs that were illcorrectly reduced. 

Note: Authority cited: Sectioil 17527(g)+a&o, Gover1111lent Code, Reference: Sectioi~ 
1,755 1(b4), Govelllllieilt Code. 
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SixTen and Associates 
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IElTH B. PETERSEN, MPA, JD, President 

5252 Balboa Avenue, Suite 807 
San Diego, CA 921 17 

-- 

Telephone: (858) 51 4-8605 
Fax: (858) 51 4-8645 

E-Mail: Kbpsixten Q aol.com 

Paula Higashi, Executive Director 
Commission on State Mandates 
U.S. Bank Plaza Building 
980 Ninth Street, Suite 300 
Sacramento, CA 9581 4 

Attention: Cathy Cruz Jefferson, Senior Program Analyst 

Subject: 06-2.Rulemaking Proceedings 
Incorrect Reduction Claims Process 

Dear Ms. Higashi: 

This letter responds to the content of the proposed rulemaking on the above referenced 
matter transmitted by the Commission letter dated November 17, 2006. 

Title 2, Section 1185 (Amended) Incorrect Reduction Claim Filing 

The stated purpose of this rulemaking is to implement the results of A0 2652 (Statutes of 
2006, Chapter 168). This legislation was requested by the Commission and passed in 
substantially the form proposed by the Commission. The statute of limitations was not a 
subject of .this legislation. On April 4, 2006, 1 proposed in writing to Commission staff that 
they include the statute of limitations in its proposed legislation. However, that opportunity 
was not utilized by Conimission staff. 

There is no statute (Government Code section) which establishes a statute of limitations 
for the filing of incorrect reduction claims, as there is for test claims. It is a question of law 
whether a statute of limitations which controls the constitutional entitlement to mandate 
reimbursement can be established or modified by rulemaking in the absence of a source 
statute. AB 2652 does not provide a statutory basis to shorten the statute of limitations 
from three years to one year. There is no other statute which compels reducing the filing 
period. 

The Commission staffs statement of "necessity" provides no specific factual basis to 
J compel reduction of the filing p&iod. There is no stated factual basis which indicates that 



Paula Higashi, Executive Director 2 December 20, 2006 

a shorter filing period would "provide a more expeditious1' process. Considering that the 
State Controller has a five-year audit period (three years to commence an audit and two 
years to complete the audit) and that incorrect reduction claims can wait more than six 
years for action by the Commission, a one-year statute of limitation expedites nothing for 
an incorrect reduction claim. Clearly, a one-year filing period would hold claimants to a 
standard of performance not required, practiced, or apparently contemplated by the state 
agencies. 

The only significant outcome of reducing the statute of limitations period will be to reduce 
the likelihood of incorrect reduction claims being timely filed'. It will not improve the 
content or adjudication of the claim. A reduced filing period does not improve the ability 
of claimants to function within the deliberative mandate reimbursement bureaucracy. 
Perhaps, by reducing the number of incorrect reduction claims filed due to lack of time, the 
proposed one-year period of limitation could be construed to "expedite" the process since 
it would reduce the Commission workload. 

The reduction of the statute of limitations is not necessary for any stated real or 
reasonable purpose. It is punitive to those claimants which cannot reasonably take action 
within one year. Reasonable people will find it disproportionate to expect incorrect 
reduction claim filers to act in one year when the state agencies which process the annual 
claims and adjudicate the incorrect reduction claims have never achieved that standard 

I for their own duties. 

Title 2, Section 1185.2 (new) Consolidation of Claims Initiated by an Individual 
Claimant 

The time periods for action by the parties are too short. As a practical matter, it is unlikely 
that claimant-initiated consolidations will occur if any part of the process is subject to a 
one-year statute of limitations. 

Voluntary consolidation of claims by claimants presumes that potential consolidators will 
have the information needed to consolidate the claim in a timely manner. Controller 
payment adjustments and audits occur over a period of years. Potential consolidators will 
not be informed of audit or payment actions taken by the state against other claimants in 
time to organize a consolidated response. Reliance upon the Controller staff to provide, 
within 30 days, a comprehensive list of other claimants with the same payment or audit 
actions is misplaced. Currently, Controller staff doesn't reply to the filed incorrect 
reduction claims, much less within the 90-days allowed for that response. 

Title 2, Section 1185.3 (New) Opting Out of a Consolidated Incorrect Reduction 
Claim 

I The fifteen-day period to opt-out starts withthe service of the State Controller's comments. 
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It is unclear which "comments" tt- is proposed regulation is citing. Is it the list of other 
claimants with sirr~ilar issues to be provided by the Controller, or the 90-day comment 
period provided for by renurr~bered Section 1 185.1 (b)? If it is the latter, it should be noted 
that the current practice of tlie Controller is not to respond to the incorrect reduction claim 
until ,the draft staff analysis, if then. 

The opt-out process also creates a new statute of limitations for filing the claim. The 
proposed regulation would grant another year to file an individual claim after opting out 
even if more than a year has passed from the date of the Controller action which was the 
basis for the incorrect reduction claim. 

Title 2, Section 1185.4 (New) Executive Director's Authority to Consolidate 
Incorrect Reduction Claims 

The time period for action by the claimants to opt out in response to this unilateral action 
by the Commission is too short. The Commission will want to consolidate incorrect 
reduction claims which have been filed over the course of years. There will be claims 
which have been waiting years for Commission action and a fifteen-day period to file a 
response to opt out will essentially come as a surprise and allow very little time for the 
claimant personnel to communicate with their staff about the issues and contact other 
claimants to evaluate the potential benefit of the consolidation. It will be comparable to the ' concerns expressed by many test claimants about the accelerated parameters and 
guidelines process (even though that process occurs immediately after the statement of 
decision, when one would presume the parties are well informed about the issues just 
presented at the test claim hearing, which is not the case here). 

In addition, the proposed method to opt-out here is unclear because in subdivision (c) the 
reference is to renumbered Section 1 185.1 (c). This does not appear to be correct, since 
that subdivision pertains to rebuttals to the Controller's comments to the incorrect 
reduction claim as filed. 

Sincerely, 

Keith B. Petersen 





Cathy Cruz Jefferson 
, ,l(_____---,--.--"__r_ ----- . .  L_*rr_l, _----- 

From: Kbpsixten@aol.com 

Sent: Tuesday, December 19, 2006 12:59 PM 

i 
Cathy Cruz Jefferson 

LC: INancy Patton; Paula Higashi 

Subject: 06-2 Rulemaking on lncorrects 

Hi Cathy 

I faxed a letter yesterday requesting that the hearing on the rulemaking be conducted on January 24, as described in the 
rulemaking package. I also requested that the receipt of the letter be acknowledged since the due date for such a request is 
December 21, 2006. Please let me know if you got the letter. 

Also, I would like to receive the text of any modified regulations. This appears to require a separate request, so this my request 
for that. 

Thanks. 

Keith B. .Petersen, President 
SixTen and Associates 
5252 Balboa Avenue, Suite 900 
San Diego, 921 17 
Voice: 858-514-8605 
Fax: 858-514-8645 
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INCORRECT REDUCTION CLAIMS PROCESS 
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Second Floor Conference Room B 
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--000-- 
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Reg i s t e r ed  Diplomate Repor te r ,  C e r t i f i e d  Realt ime Reporter  

Daniel P. Peldhaus, C.S.R., Inc. 
Certified Shorthand Reporters 

8414 Yermo Way, Sacramento, California 95828 
. Telephone 916.682.9482 Pax 916.688.0723 

F'eldhausDepo@aol.com 
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Wednesday, January 24, 2007, 1:30 p . m .  

--000-- 

MS. CRUZ: Good afternoon. I am Cathy Cruz 

Jefferson, Senior Program Analyst with the Commission on 

State Mandates. It is now 1:30 p.m. on Wednesday, 

January 24, 2007, in the second floor conference room of 

the U.S. Bank Building at 980 Ninth Street, Sacramento, 

California, where the Commission on State Mandates is 

located. 

This hearing is being convened to receive public 

comments on a proposed rulemalcing action by the 

Commission on State Mandates. The Commission proposes to 

amend and renumber sections 1185, 1185.01, 1185.02, 

1185.03, and 1185.1; and to add sections 1185.2, 1185.3, 

and 1185.4 of the California Code of Regulations, 

Title 2, chapter 2.5, division 2. 

The purpose of this rulemaking is to shorten the 

statute of limitations for filing incorrect reduction 

claims, and to implement Assembly Bill 2652, Statutes of 

2006, Chapter 168, which reforms the Commission's 

incorrect reduction claims process by adding Government 

Code section 17558.7 and 17558.8. 

These sections establish processes for either 

claimant-initiated or Commission-directed consolidation 

of incorrect reduction claims. 

Daniel P. .Feldll38, CSR, Inc. '916.682.9482 4 



Under the rulemaking provisions of the 

California Administrative Procedure Act, this is the time 

and place set for the presentation of statements, 

arguments, and contention, orally or in writing, for or 

against changes in the Commission's regulations. Notice 

of the proposed action has previously been published and 

sent by mail to interested persons. 

This is a quasi-legislative hearing, in which 

the Commission carries 0ut.a rulemaking function 

delegated to it by the Legislature. Witnesses presenting 

testimony at this hearing will not be sworn in, nor will 

we engage in cross-examination of the witnesses. We will 

take under submission all written and oral statements 

submitted or made during this hearing. We will respond 

to these comments in writing in the final statement of 

reasons. . 

A certified shorthand reporter will tape-record 

this entire APA rulemaking hearing. The transcript of 

the hearing and all exhibits and evidence presented 

during the hearing will be made part of the rulemaking 

record. 

Written comments from interested persans will be 

accepted during the hearing. No further comments will be 

received after the hearing is adjourned. 

If you've brought written comments with you to 

. . Daniel P. Fei 2gms, CSR, Inc. 916.682.9482 



I submi t  d u r i n g  t h i s  h e a r i n g ,  p l e a s e  g i v e  them t o  m e  b e f o r e  

w e  a d j o u r n .  

We w i l l  n o t i f y  a l l  i n t e r e s t e d  p e r s o n s  of  any  

changes  t o  t h e  p roposed  r e g u l a t i o n s  o r  a b o u t  any  new 

m a t e r i a l  r e l i e d  upon i n  p r o p o s i n g  t h e s e  r e g u l a t i o n s  p r i o r  

t o  a d o p t i o n .  Such n o t i c e  w i l l  b e  s e n t  t o  e v e r y o n e  who 

s u b m i t s  w r i t t e n  comments d u r i n g  t h e  w r i t t e n  comment 

p e r i o d ,  anyone  who t e s t i f i e s  t o d a y ,  and  eve ryone  who a s k s  

f o r  s u c h  n o t i f i c a t i o n .  

When you e n t e r e d  t h e  room, you were o f f e r e d  t h e  

a t t e n d a n c e  s h e e t  t o  s i g n  your  name, w i t h  a  s p a c e  t o  

i n d i c a t e  i f  you want t o  make o r a l  comments on t h e  

p r o p o s e d  r e g u l a t i o n s .  No one  may b e  e x c l u d e d  f rom 

p a r t i c i p a t i o n  i n  t h e s e  p r o c e e d i n g s  f o r  f a i l u r e  t o  

i d e n t i f y  t h e m s e l v e s .  However, t h e  names and  i n f o r m a t i o n  

on t h e  a t t e n d a n c e  s h e e t  w i l l  b e  u s e d  t o  p r o v i d e  n o t i c e s ,  

a n d  w i l l  become p a r t  of t h e  r u l e m a k i n g  r e c o r d .  

P l e a s e  s i g n  t h e  a t t e n d a n c e  s h e e t ,  even  i f  you do  

n o t  p l a n  on s p e a k i n g .  

We w i l l  c a l l  upon you t o  p r e s e n t  your  o r a l  

comments i n  t h e  o r d e r  you s i g n e d  t h e  s h e e t .  A f t e r  w e  

h e a r  f rom eve ryone  who s i g n e d  i n ,  w e  w i l l  h e a r  f rom any 

l a t e - c o m e r s  o r  anyone e lse  w h o % w i s h e s  t o  b e  h e a r d .  

When t e s t i f y i n g ,  p l e a s e  b e g i n  by s t a t i n g  your  

name and  i d e n t i f y i n g  t h e  o r g a n i z a t i o n  you r e p r e s e n t .  

Daniel P. Feldll40, CSR, Inc. 916.682.9482 6 



At this point, the rulemaking record includes 

the following: 

The Commission order to initiate rulemaking 

proceedings; 

The notice of proposed action, published in the 

California Regulatory Notice Register on November 17, 

2006; 

The initial statement of reasons, the proposed 

text; 

The economic and fiscal impact statement; and 

Written comments received to date. 

These proposed regulations were duly noticed 

more than 45 days prior to today's hearing. Copies of 

the notice, the text of the proposed regulatory action, 

the initial statement of reasons and the proposed 

rulemaking calendar were mailed to all interested persons 

who requested rulemaking notices. 

At this point, we will begin public testimony. 

MS. STONE: This is Pam Stone on behalf of the 

CSAC SB 90 Committee. I would like to request -- 

MR. BURDICK: I go first because I've signed in 

already. 

MS. STONE: -- to go first because I have a 

contemporaneous hearing going on upstairs, if that's all 

right. 

Daniel P. Feldi 41 3 ,  CSR, Inc. 916.682.9482 7 



MS. CRUZ: That's fine. 

MR. BURDICK: That's all right. 

MS. STONE: Is that okay, Allan? Do you want to 

MR. BURDICK: Go ahead, Pam. 

MS. STONE: First of all, I would like to object 

4 

5 

to the amendment of section 1185, subsection (b) ( Z ) ,  with 

go first? Because I've got my prehearing upstairs going 

on now. 

regard to the alteration of the statute of limitations 

from three years to one year. 

First of all, there is no authority for the 

Commission to unilaterally reduce a statutorily-driven 

three-year statute of limitations to one year. There has 

been no demonstration of factual or legal necessity 

therefore. 

And, at present, that does eliminate one avenue 

that is available to claimants. This would require, for 

example, that an incorrect reduction claim be filed one 

year after receipt of the State Controller's final audit 

report. 

The State Controller does have a methodology by 

which final ' audit reports can appealed through their 

own internal process. This particular one-year statute 

of limitations would preclude the total avenue of going 

through the internal State Controller's Office process 

Daniel' P. Feld 1 42;, CSR, Inc. 916.682.9482 8 



I for review of a final audit report after it is exhibited 

2 
due to the shortening of the statute of limitations; and, 

I therefore, could result in increased filings of incorrect 

4 I reduction claims on final audit reports, which, were the 

I shortening of the statute of limitations will actually, 

5 

6 

81 in fact, result in an increase in filing incorrect 

three-year statute of limitations to remain in effect, 

not so require. So, therefore, we believe that the 

/ reduction claims as sort of a placeholder pending further 

10 negotiations. 

l1 I Secondly, it's not necessary to reduce the 

l2 I statute of limitations for' any expeditiousness, since it 

l3 1 .  now takes in excess of six years for the Commission on 

l 4  I State Mandates to hear an incorrect reduction claim once 

l5  I it is filed. So, therefore, the shortening of the 

l6 1 incorrect reduction claim, statute of limitations on the 

l7 I front end, is not necessarily going to result in any 

2o 1 Next, is that the Commission on State Mandates 

18 

19 

21 1 wishes to have a very short 15-day period under 

quicker determination of the actual reduction claim 

itself. 

22 1 section 1185.3 to opt out of an incorrect reduction claim 

Daniel P. Feldj 433, CSR, Inc. 916.682.9482 9 

23 

24 

25 

being limited to 15 days. 

Unfortunately, this does not take into account 

the reality of local government. Oftentimes, a 15-day 



period cannot be met because an individual charged with 

the responsibility for handling this matter may need 

supervisorial approval and/or may be out of the office 

and someone else may not have the total knowledge to be 

able to handle this particular matter. A 15-day opt-out 

period will result in substantial harm to local 

government. 

And, again, this is not adequate for local 

governmental personnel to communicate with staff, obtain 

the approvals necessary to make a rational determination 

as to whether to remain in or opt out of an incorrect 

reduction claim. 

Also, it presents the issue, too, of discussion 

within local governmental agency as to what agency is 

best able to proceed with the incorrect reduction claim 

when you have consolidated incorrect reduction claims. 

Again, also with regard to the consolidation of 

incorrect reduction claims issued by claimant under 

section 1185.2, we believe it's unlikely that there will 

be claimant-initiated consolidations if there is a 

one-year statute of limitations. 

Basically, you have a situation where various 

judgments will be made by a Controller over a series of 

years. There may be issues in common; but with a 

one-year statute of limitations, it may result in the 

Daniel P. Feld144s, CSR, Inc. 916.682.9482 10 



inability to so consolidate if you have one agency who is 

audited in the beginning with a one-year statute of 

limitations, and another agency with similar issues whose 

audit does not take place for a year or two thereafter. 

So, therefore, we do not believe that this is 

going to result in an expeditious or efficacious 

methodology for consolidation of claims. 

Additionally, in the past, the claimants and the 

executive director worked together to do a stipulation 

for consolidation of incorrect reduction claims, when 

there have been common issues of law, in fact, which has, 

in fact, worked without the short timelines for opting 

in, consolidating, or opting out, which we believe has 

worked quite efficaciously. 

So, therefore, on that basis, we do not believe 

that this particular methodology is the best method to be 

able to join in. 

In essence, it is taking a process and creating 

a number of very short timelines which are not in statute 

and for which the Commission does not have authority, 

i.e., the reduction of the three-year statute of 

limitations to one, in creating ten-day, 30-day, 15-day, 

90-day statutes of limitations within which actions must 

be taken on a very complex issue, which will preclude 

active negotiations with the State Controller's Office, 

Daniel P. Feldi 45s, CSR, Inc. 916.682.9482 11 
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and within one's own agency to determine the most 

efficacious methodology for having a unified hearing on 

issues of fact and law. 

And we would also join in the statements made by 

Keith Petersen of SixTen and Associates. 

And if you will excuse me, I have a prehearing 

upstairs. 

MS. CRUZ: Thank you. 

MS. STONE: Thank you very much. 

MS. CRUZ: Mr. Burdick? 

MR. BURDICK: Yes, my name is Allan Burdick. 

I'm a staff director of the CSAC SB 90 Service. It's a 

membership service of the California State Association of 

Counties, an organization representing all 58 counties 

and all 296 supervisors in the state of California. I'm 

here to make comments only on the statute of limitations, 

and to object to the change in the statute of 

limitations. 

I have attended every meeting of the Commission 

on State Mandates, but one, since its creation in 1985. 

And to my knowledge, there has only been one series of 

extensive discussions on the statute of limitations. 

That happened in the earlier days, and a lot of testimony 

was brought forth. And the issue primarily was 

established based on evidence and information presented 



by a  M r .  A r n o l d  S c h u l l e r ,  who t h e n  was t h e  Ch ie f  Deputy 

C o n t r o l l e r  f o r  t h e  S t a t e  of  C a l i f o r n i a ,  who a r g u e d  and 

p r e s e n t e d  e v i d e n c e  t h a t  i t  s h o u l d  b e  t h r e e  y e a r s ,  a n d  

t h a t  s h o u l d  b e  t h e  s t a t u t e  o f  l i m i t a t i o n s .  

T h e r e  was agreement  and  a d o p t i o n  a t  t h a t  p o i n t ,  

I t h i n k  by t h e  Commission, on t h e  a c t i o n  t a k e n  a t  hand .  

And e v e r  s i n c e  t h a t  t i m e ,  I t h i n k  eve rybody  h a s  a g r e e d  

and  f e l t  t h a t  t h a t  was t h e  c o r r e c t  i n t e r p r e t a t i o n ,  and  

t h a t  t h e  t h r e e  y e a r s  i s  t h e  p r o p e r  s t a t u t e  o f  

l i m i t a t i o n s .  

We do  o b j e c t  t o  t h e  f a c t  t h a t ,  a t  t h i s  p o i n t  i n  

t h e s e  r e g u l a t i o n s ,  t r y i n g  t o  e s t a b l i s h  some th ing  o t h e r  

t h a n  t h e  t h r e e - y e a r  s t a t u t e  o f  l i m i t a t i o n s .  

And I want t o  t h a n k  you v e r y  much f o r  t h e  

o p p o r t u n i t y  t o  p r e s e n t  o u r  v i e w s .  

I would a l s o  l i k e  t o  comment, we s u p p o r t  t h o s e  

v i ews  o f  M s .  S t o n e  and  M r .  P e t e r s e n  a s  t h e y  r e l a t e  t o  t h e  

s t a t u t e  o f  l i m i t a t i o n s .  

Thank you v e r y  much. 

MS. CRUZ: Thank you .  

I s  t h e r e  anyone e l s e  p r e s e n t  t h a t  would l i k e  t o  

t e s t i f y  o r  make any  comments? 

Okay, i t  i s  now 1: 4 5 .  We w i l l  w a i t  u n t i l  a b o u t  

two o ' c l o c k  t o  a d j o u r n  t h e  m e e t i n g .  

Thank you a l l  f o r  y o u r  comments. 

Daniel P. Fe11147s, CSR, Inc. 916.682.9482 13 



( D i s c u s s i o n  o f f  record  from 1  : 4 5  p.m. t o  

MS. C R U Z :  Okay, it is now 1:50. We'll wait 

about another ten minutes for additional comments, and 

then we will adjourn the ,meeting. 

( D i s c u s s i o n  o f f  record  from 1:50  p.m. t o  

1 : 5 5  p .m. )  

MS. C R U Z :  It is now 1 5 5 .  We'll wait another 

five minutes to see if we have any additional comments or 

witnesses walk in, and then we will adjourn. 

( D i s c u s s i o n  o f f  record  from 1 : 5 5  p.m. t o  

2 :05  p .m.)  

MS. C R U Z :  It is now 2:05 p.m., and the meeting 

is adj ourned. 

Thank you. 

(Proceed ings  concluded a t  2 :  05 p.m. ) 

- -000- - 
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TRANSCRIBER ' S CERTIFICATE 

T h i s  i s  t o  c e r t i f y  t h a t :  I t r a n s c r i b e d  t o  t h e  

b e s t  o f  my a b i l i t y  f rom one  a u d i o  r e c o r d i n g  t a p e - r e c o r d e d  

by D a n i e l  P .  F e l d h a u s ,  C S R ,  I n c .  ; and  t h e  f o r e g o i n g  p a g e s  

1 t o  1 5 ,  i n c l u s i v e ,  c o n t a i n  a  f u l l  s t a t e m e n t  and  r e c o r d  

o f  s a i d  a u d i o  r e c o r d i n g .  

I f u r t h e r  c e r t i f y  t h a t  I am n o t  o f  c o u n s e l  o r  

a t t o r n e y  f o r  e i t h e r  o r  any  o f  t h e  p a r t i e s  t o  s a i d  

d e p o s i t i o n ,  n o r  i n  any way i n t e r e s t e d  i n  t h e  outcome o f  

t h e  c a u s e  named i n  s a i d  c a p t i o n .  

I n  w i t n e s s  whe reo f ,  I have  h e r e u n t o  se t  my hand 

on t h e  3 1 s t  o f  J a n u a r y  2 0 0 7 .  

" d' 
D a n i e l  P .  F e l d h a u s  
C a l i f o r n i a  C S R  #6949 
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STATE OF CALIFORNIA ARNOLD ' 
--. 

EXHIBIT D 
COlVlMlSSlON ON STATE MANDATES 
960 NINTH STREET, SUITE 300 
SACRAMENTO, CA 95814 

;ONE: (91 6) 323-3562 
. .X: (el 6) 445-0278 

E-mall: csmlnfoQcsm.ca.gov 

TO: 

FROM: 

SUBJECT: NOTICE OF MODIFICATIONS TO TEXT OF PROPOSED REGULATIONS 
Iiqcorrect Redz~ction Claii.1~~ Process 

Pursuant to the requirenleilts of Goverimleilt Code sectioil 1 1 346.8, subdivisioil (c), and 
Califorilia Code of Regulations, title 1, sectioil44, the Conlulission on State Mandates 
(Comlission) is providing notice of changes made to proposed regulation sections 11 85 and 
11 85.4, wlzich were the subject of a regulatoiy hearing on Jan~~asy 24, 2007. These changes are 
in response to colllmeilts received regarding tlie proposed regulations. 

If you have any coinrneilts regarding the proposed changes, the Coilu~~ission will accept written 
collu~leiits between Februaiy 2, 2007, and Febi-uaiy 20, 2007. All written collzlneilts inust be 

I submitted to the Coilmissioil no later thall 5:00 p.m. on February 20,2007, and addressed to: 

Conunission oil ~ t a t e " ~ a n d a t e s  
Attn: Cathy C n ~ z  Jefferson 
980 Ninth Street, Suite 300 

Sacran~ento, CA 9581 4 

All written coilvneilts received by February 20, 2007, wl~icll pei-tain to the indicated challges will 
be reviewed and responded to by the Coi~mission staff as part of the coinpilation of the 
i-ulernalung file. Please limit your cominents to the inodifications to the text. 

If you have any questions, please coiltact Cathy Cruz Jefferson at (916) 323-821 8. 

Enclosure 





PROPOSED AMENDMENTS TO: . 

CALIFORNIA CODE OF REGULATIONS 
TITLE 2. ADMINISTRATION 

DIVISIOIV 2. FINANCIAL OPERATIONS 
CHAPTER 2.5. COMMISSION ON STATE MANDATES 

Article 5. Incorrect Reduction Claims 

5 1185. Incorrect Reduction Claim Filing 

(a) To obtain a detenrhlation that the Office of State Controller incol-rectly reduced a 
reiniburselnent claim, a cla&ant shall file an "incorrect reduction claim" with the commission. 

I @) All incoi~ect reduction claiins shall be filed with the coinmission no later thw 

-Ttllree (3) years followiilg the date of the Office of State Coiltsoller's final state audit report, 
letter, remittance advice, or other written notice of adjustmeilt notifying the claimant of a 
reduction---&ah . .  

(c) An illcorrect reduction claim shall pei-tain to alleged iucorsect reductions in a reknbursement 
clainl(s) filed by one claimant. The incorrect reductioil claim inay be for more than one fiscal 
year. 

(d) All. incorrect reductioil clahls, or anienhents thereto, shall be filed on a forin provided by 
the comnlission. 

(e) All incorrect reduction claims, or amenhents thereto, shall coiltail1 at least 'the following 
elenients and documents: 

(1) A copy of the Office of State Controller's claiming illstructions that were in effect during the 
fiscal yeas(s) of the reimbursement clainl(s). . 

( 2 ) ' ~  mitten detailed narrative that describes the alleged incdi~.ect reduction(s). The narrative 
shall include a coillprel~ensive description of the reduced or disallowed area(s) of cost(s). 

(3) If the ilarrative describing the alleged incorrect reduction(s) involves inore than discussion of 
statutes or regulations or legal argument and utilizes asseitions or representations of fact, such 
assertioils or representations shall be supported by testimonial or docunentary evidence and shall 

1 be subnzitted with the claim. All documentary evidence inust be authenticated by decimations 



under penalty of perjury signed by persons who ase authorized and competent to do so and be 
based upon the decl&ltls personal lulowledge or information or belief. 

1 (4) A copy o f a s  final state audit report# letter,& remittance advice, or other written 
notice of adjustnlent fiom the Office of State Controller that explains the reason(s) for the 
reduction or disallowance. 

1 (65) A copy of the subject reimbursement claims the claimant submitted to the Office of State 
Controller, 

1 (76) An incorrect reduction clahn, or amendment thereto, shall be signed at the end of the 
' docu~nent, under penalty of perjury by the claimant or its auth~rized~re~resentative, with the 
1 declaration that the #incorrect reduction claim is true and complete to the best of the 

declarant's personal lu~owledge or infor~nation or belief. The date signed, the declarant's title, 
address, telephone nuinber, and, if available, electronic inail address and facsinlile number, shall 
be included. 

(82) The claimant shall file one original incorrect reduction claim, or anlendnlent tl~ereto, and 
accompanying documents with ~ c o r m n i s s i o n .  The o~iginal shall be unbound and single-sided, 
without tabs, and include a table of contents. 

1 (98) The claimant shall also file two (2) copies of the incorrect reduction claim, or amendment 
thereto, and accompanying documents with the conmission. The copies may be two-sided and 
shall not include tabs. 

(f) Within ten (1 0) days of receipt of an incorrect reduction claim, conul~issioil staff shall notify 
the claimant if the incorrect reductioil claim is conlplete or iliconlplete. Incorrect reduction 
clainls will be considered incomplete if any of the eleinents required in subsections (4s) though 
( f )  of this section are illegible or not included. Incomplete hcol-rect reduction claims shall be 
returned to the claimant. If a complete incorrect reduction claim is not received by the 
co~n~llission w i t l k  thirty (30) days from the date the incomplete claiin was returned to the 
claimant, the coinmission shall deem the filing to be withdrawn. 

Note: Authority cited: Section 17527(g)+md-@), Government Code. Reference: Sections 
17551Pd) a id  175530 ,  Govermlent Code. 

1 8 1185.M. Review of Incorrect Reduction Claims. 

(a) Within ten (10) days of receipt of a complete incoi-rect reduction clahn, colml~ission staff 
shall provide a copy of the claim to the OEce  of State Controller. 

(b) Comnlissio~l staff shall notify the Office of State Controller that witten oppositions or a 

reco~im~endations and suppol-ting documentation in collnection with an incorect reduction claim 



shall be filed no more tllail iliilety (90) days from the date the copy of the claiin is provided to the 
Office of State Controller. The Office of State Coiltroller shall simultaneously serve a copy of 
any oppositioil or recommeildation regarding the claiin on the claimant and tl~eir designated 
representative or, if a illailiilg list is provided by the coilunission, a copy of ally oppositioil or 
recoilxneildation on the claim, must be filed on all paities and interested parties on the mailing 
list. Proof of seivice must be filed with the oppositioils or recomnendatioils and supporting 
docul~entation pursuant to section 1 18 1.2. If the oppositioils or recoillme~ldations regmding an 
incorrect red~lction claim involve more than the discussion of statutes, regulatioils or legal 
argument and utilizes assertions or represei~tations of fact, such assertions or represeiltations 
shall be supported by documentary evidence and shall be submitted wit11 the response. All 
docurneiltary evidence must be authe~lticated by declarations under penalty of perj~uy signed by 
persoils who are autl~orized and coinpeteilt to do so and be based upon the declarant's persolla1 
lu~owledge or infoilllation or belief. 

(c) The claimant and iuterested parties inay subinit written rebuttals to the Office of State 
Coiltroller's commellts. Written rebuttals sl~all be filed with the conu~issioil within thirty (30) 
days of service of the Office of State Coiltroller's co~lxlleilts, l11e claiinailt shall siinultatleously 
seive a copy of the written rebuttal on the Office of State Controller or, if a inailing list is 
provided by the conunission, a copy of the rebuttal, must be seived 011 all paities and interested 
parties on the inailing list. Proof of service shall be filed wit11 the written rebuttal and supportiilg 
docuinentation pusuant to section 1 18 1.2. If the written rebuttal involves more than discussion 
of statutes, regulatioils or legal arguil~ei~t and utilizes asseitions or represelltations of fact, such 
asseitions or representatioils shall be supported by docunentary evidence and sl~all be subinitted 
with the rebuttal. All docuillentsuy evidence must be authenticated by declarations under penalty 
of perjury signed by persoils who are autl~oiized and co~npeteilt to do so and be based upon the 
declarant's personal la~owledge or infomation or belief. 

Note: Autl~ority cited: Sectioil 17527(g), Goveriulleilt Code. Reference: Sectioilg 1755 1 (bd) and 
17553(d), Gover~ullent Code. 

4 1185.2. Consolidation of Claims Initiated by an Inndiidaasall Claimant: Intent to Join a 
Consolidated Claim. 

la) 011 behalf of a class of claimants, an individual claiinant may initiate the coilsolidatioil of 
claims alleging an iucorrect reduction as described in Government Code sectioil 17558.7, if all of 
the following apply: 

/ I)  The method, act, or practice that the claiinant alleges led to the reduction has led to sirnilar 
reductioils of other parties' claims, and all of the claims involve coilllnon questioils of law or , fact. 
(2) The coinnloil questions of law or fact ainong the claiins predoiniilate over any matt'er 
affectinn only an individual claim. 

I (3) Tlie consolidation of similar claims by individual clainlants would result in consisteilt 
decisioiunalune: by the comnission. 



(4) The claimant filing the collsolidated claim would fairly and adequately protect the interests of 
the other claimants. . , 

Ib) A claimant that seeks to file a coilsolidated incorrect reductioil claiin shall notifv the 
conmission of its intent at the time of filing on a form provided by the commission. 

(c) Within ten (10) days of receipt of a consolidated incorrect reduction claim, coinmission staff 
shall notifi the claimant if the consolidated incorrect reduction claiin is complete or incomplete 
pursuant to sectioil 1 185, and request the Office of the State Controller to urovide the 
coiu.lission, within t hir@ (30) days, a list of claimants for whom the Controller has reduced 
similar claims under the same mandate, and the date each claimant was notified of ail 
adi ustrnent. 

fd) Upoil receipt of the list from the Office of the State Controller. the coimlissioil shall notifv 
the list of other claimants experieacing si~nilar reductions bv the Controller under the same 
mandate and other interested parties of the original claimant's intent to coilsolidate an incorrect 
reduction claim. 

(e) Within t& (30) days of receipt of the. coimnission's notice regarding the oriainaI claimant's 
intent to consolidate an incorrect reduction claim, a .  other eligible claimant rnav, on a form 
provided bv the commission, file a notice of intent to join the consolidated incorrect reduction 
claim. 

(f) All notices of intent to join a coilsolidated incoirect reduction claiin shall complv with 
section 1 185Co) and contain at least the following elements and documents: 

(I) A copy of the final state audit report, letter, remittance advice, or other written notice of 
adiustment froin the Office of State Coiltroller that explains the reason(s) for the reduction or 
disallowance. 

(2) A COPV of the subiect reimbursemeilt claims submitted to the Office of State Controller. 

(3) A notice of intent to ioin a consolidated incorrect reductioil claim shall include a certification 
bv the ioint-clahnant autllorizing the original claimant to act as its representative in the 
consolidated incorrect reductioil claim, and a declaration under penaltv of periurv that the filing 
is true and coinplete to the best of the declarant's oersonal lcnowledpe or information or belief. 
The date signed, the declarant's title, address, telephone number, and, if available, electronic mail 
address and facsimile number. shall be5ncluded. 

14) The joint-claimant shall file one oriaiilal notice of intent to ioin and accoinpauying 
docunlents with the cormnission. The original shaIl be unbound and single-sided, without tabs. 

(5) The ioint-claimant shall also file two (2) copies of the notice of intent to ioiil and 
accompanviila documents with the coilunission. The copies may be two-sided and shall not 
include tabs. 



(a )  Witlin ten (1 0) days of receipt of a notice of intent to join a consolidated incorrect reduction 
claim, comrnissio~l staff shall ilotifV the joint-claimant if the notice of intent to ioin is complete 
or incomplete. Notices of intent to join a consolidated i~lco~rect reduction claim will be 
considered incomplete if any of the elements required in subsectio~l (f) of this section are 
illegible or not included. Incomplete notices of intent shall be returned to the ioint-clainlant. If a 
complete notice of intent to join a consolidated incorrect reduction claim is not received by the 
comnlission within t h t y  (3 0) days from the date the incoinplete notice of'intent was returned to 
the ioint-claimant, the commission shall deem the filing to be withdrawn. 

Note: Author i~  cited: Sections 1752719) and i7558,7(~), Govenune~~t Code. Reference: 
Section 17558.7. Goveivment Code. 

$ 1185.3 Opting Out of a ConnsoBdiated Incorrect Reduction Claim. 

P~lrsuant to Govenvnent Code section 17558.7(f), each claimant that files an intent to ioin a 
consolidated incorrect reduction claim may opt out and not be bound bv any determination made 
on the consolidated claim. 

. -- 
(a) To opt out of a consolidated incorrect reduction claim, claimants shall file a written notice 
with the colnrnissioll within fifteen (1 5) days of service of the Office of State Controller's 
comnnle~lts. A copy of the notice must be served on all parties and interested parties on the 
~llailiila list. Proof of service shall be filed with tlle notice pursuant to section 11.81.2. 

< L A  - 
[I) No later than one (1) year after opting out, or within the statute of limitations under 
section 11 85(b), whichever is later, a claimant that opts out of a co~isolidated claim shall file an 
individual incorrect reduction claim nursusu~t to commissio~l requirements in order to preserve its 
right to challenge a reduction made by the Controller on that same mandate. 

I 
(2) If a claimant opts out of a consolidated incorrect reduction claim and an ~ndividual incorrect 
reduction claim for that entity is already on file with the commission, the individual filing is 
automatically reinstated. 

Note: Authority cited: Sections 17527(g) and 17558.7(p;), Govenment Code. Reference: 
Section 17558.7, Govenment Code. 

j$ 1185.4. Executive Director's Authority to Ccsnsolidate'Hmcorrect Reduction Claims. 

(a) The executive director may collsolidate part or all of any incorrect reduction claim with 
another incorrect reduction claim, if necessary to ensure the complete, fair, or timely 
co~lsideratioil of any incorrect reduction claim. 

I 1 

[&) At least1 t::: (1 C) ,jhirtv 130) days before the action is taken. the executive director sl~all 
simulta~leouslv serve on the parties and interested parties on the mailing list described in section 
11 81.2 of these repulations a notice of ally proposed a'ctioii to consolidate. ' 



(( 
an iildividual incorrect reduction claim be severed fi-om the proposed consolidation. Tiulely 
reauests to sever shall be auuroved bv'tl~e executive director. 

({ 
may armed to the coinrnissioi~ for review of the actioils m u  
under this sectioil pursuant to section 11 81 of these rep;ulations. 

Note: Autl~ority cited: Sections 17527(k) and 17558.8(b), Government Code. Reference: 
Sections 17530, 17554, and 17558.8, Govenment Code. 

§ 1165.02~. Review of Completed Incorrect Reduction Claims and Preparation of Staff 
Analysis. 

I a T B c t r c d -  . 8 . .  

I (bg) Before hearing an individual or consolidated incorrect reduction claim, conm~ssion staff 
shall prepare a written analysis of the incorrect reduction claim that sl~all include, but not be 
limited to, ti review of any statements filed by the Office of State Controller and the claimant's * 

rebutta1. The analysis shall also include a staff recommendation on whether the claimant's 
reimbursement claim was iilcoirectly reduced. 

I (&) At least eight (8) weeks before the hearing or at such other time as required by the executive 
director or stipulated to by the claiinant and the Office of State Controller, coimlission staff shall 
distrib~~te a draft staff analysis to the Office of State Controller and the claimant and their 
designated representative, or, if a inailing list is provided by the conunission,' acopy shall be 
distributed to all parties and interested parties on the inailing list. 

( (4s) The Office of State Controller and the clainlant may file written coimneilts on the draft staff 
analysis with the coimnission. Written conullents shall be filed wit11 the coilunission at least five 
(5) weelts before the hearing or as otllenvise stipulated to by the parties or dete~mined and 
publicized by the executive director. If a mailing list is provided by the coillmission, a copy of 
the colnments must be served on all parties and interested parties on the mailing list. Written 
conmeilts shall be reviewed by staff and may be incorporated into the final staff ailalysis 
presented to the commission. 

1 Note: A~~t lor i ty  cited: Section 17527(& ~dve lmlen t  Code. Refer,ence: section 17551 @it), 
t .  

Government Code.. 



( tj 1185.83Q. Withdrawal of Incorrect Reduction CIaims. 
I 

An incorrect reduction claim may be withdrawn by written application any time before a 
decision is adopted or by oral application at tlie tihie of lieari~ig. If such applicatioii is inade tlie 
conlmissioii niay issue a decisioii disinissing the claim. . . 

1 Note: Authority cited: Section 17527(g)> Govenmiei~t Code. Reference: Section 17551(bcl), 
Gover~niient Code. 

I tj 1 1 8 5 . .  Reinstatement of Costs. 

If the coimiiission deterllliiles that a reimbursement claim was incorrectly red~zced, the 
cornmissioli shall send the stateiiie~it of decisioil to the Office of State Coiltroller and request that 
tlie Office of State Colltroller reinstate the costs that were incorrectly reduced. 

Note: Authority cited: Sectioii 17527(g)+sd-o, Govel~uiierit Code. Reference: Sectioil 
17551 (bcl), Government Code. 
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Mandate Reimbursement Services 

EXHIBIT E 
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E-Mail: Kbpsixten @ aol.com 

San Diego Sacramento 
5252 Balboa Avenue, Sulte 900 3841 North Freeway Blvd., Sulte 170 
San Diego, CA 92117 Sacramento, CA 95834 
Telephone: (858) 514-8605 Telephone: (916) 565-6104 
Fax: (858) 514-8645 Fax (91 6) 564-61 03 

February 16, 2007 

Paula Higashi, Executive ~i rector  
Commission on State Mandates 
U.S. Bank Plaza Building 
980 Ninth Street, Suite 300 
Sacramento, CA 9581 4 

Attention: Cathy Cruz Jefferson, Senior Program Analyst 

Subject: 06-2 Rulemaking Proceedings 
lncorrect Reduction Claims Process 

Dear Ms. Higashi: 

This letter responds to the amended proposed rulemaking language for the above 
referenced matter transmitted by the Corrirnission letter dated February 2, 2007. 

Title 2, Section 11 85 (Amended) Incorrect Reduction Claim Filing 

Section 11 85, subdivision (b) lists the type of State Controller actions which begin the 
three-year statute of limitations for filing of an incorrect reduction claim. The first 
enumerated action is a "final state audit report." The modifier "final" may present an 
interpretation problem. Currently, the Controller's practice is to issue a "draft" audit report 
for comment, followed thereafter by the "final" audit report. However, in practice, the"" 
Controller has also issued corrected "final" audit reports which change the findings reported 
in the,original "final" audit report. It can be anticipated that there will continue to be several 
types of audit reports: final, revised, corrected, or amended. 

I recommend that the modifier "final" be removed from the proposed language so that the 
proposed language simply reads "state audit report." This would remove any confusion 
regarding the effect of corrected, revised, or amended audit reports. Each of these is also 
a "final" audit report which, when issued, will "restart" the statute of limitations. To the 
contrary, I believe we can assume as a matter of law or practice that "draft" audit reports 
have no legal effect in terms of the statute of limitations. 
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The alternative is to provide language whicli attempts to enumerate all potential types of 
audit reports, such as "final, revised, corrected, or amended audit report." In terms of 
statutory construction, enumeration creates the risk of exclusion, so it would be better to 
be inclusive by eliminating any modifier and simply use the words "state audit report." 

Sincerely, 

Keith B. Petersen 



EXHIBIT F 

FINAL STATEMENT OF REASONS 

SPECIFIC PURPOSE OF THE PROPOSED ACTION 

The Commission is a seven-member quasi-judicial body authorized to resolve disputes regarding 
the existence of state-mandated local programs (Gov. Code, 5 17500 et seq.) and to hear matters 
involving applications for a finding of significant financial distress (Welf. & Inst. Code, 
§ 17000.6). The purpose of this rulemalting is to iinpleineilt AB 2652 (Stats. 2006, ch. 168), which 
reforms the Commission's incorrect reduction claims process. It adds Government Code 
sections 17558.7 and 17558.8, which establish processes for either claimant-initiated or 
Commission-directed consolidation of incorrect reduction claims, if the following apply: 

The method, act, or practice that the claimant alleges led to the reduction has led to 
similar reductions of other parties' claims, and all of the claiins iilvolve common 
questioils of law or fact. 

The common questions of law or fact among the claims predominate over any matter 
affecting oilly an individual claim. 

The coilsolidation of similar claiins by individual claimants would result in consistent 
decisionmaking by the commission. 

The claimant filing the consolidated claim would fairly and adequately protect the 
interests of the other claimants. 

SUMMARY AND RESPONSE TO COMMENTS RECEIVED DURING THE 
INITIAL NOTICE PERIOD OF NOVEMBER 17,2006, THROUGH JANUARY 5,2007, 

AND THE PUBLIC HEARING ON JANUARY 24,2007 

COMMENT NO. 1 : Sixten and Associates and the California State Association of Counties 
SB 90 Service opposed the proposed sl~ortening of the statute of limitatioils for filing illcorrect 
reduction claims from three years to one year in sectioil 1 185, subdivision (b). Sixten and 
Associates contends that Assembly Bill 2652 (Stats. 2006, ch. 168) provides no statutory basis to 
shorten the statute of limitations. Without a source statute, Sixten and Associates argues that it is 
a question of law whether a statute of limitations can be established by rulemalting. Sixten and 
Associates also argues that a shorter filing period would neither result in a more expeditious 
process nor would it improve the content or adjudication of an incorrect reduction claim. The 
California State Association of Counties SB 90 Service supports the comments made by Sixtell 
and Associates, adding that such a change could result in increased filings of incorrect reduction 
claiins as a placeholder pending further ilegotiations with the State Controller's Office. 

Response: The Coinmission agrees that Assembly Bill 2652 did not address a statute of 
limitations. Thus, the proposal to shorten the statute of limitations from three years to one year 
was removed fiom tlis rulemalting proposal. 



COMMENT NO. 2: Sixten and Associates contends that the time periods for action by the 
parties proposed in section 11 85.2 are too short because potential consolidators will not have the 
necessary information in order to consolidate an incorrect reduction claiin in a timely manner. 
Specifically, Sixtell and Associates argues that reliance upon the State Controller staff to provide 
a comprehensive list of other claiinants experiencing similar reductions under the same mandate 
within 30 days is misplaced. The Califorilia State Association of Counties SB 90 Service 
suppoi-ts the com~nents made by Sixten and Associates. 

Response: The Commission disagrees with the comment. Coisllnission staff consulted with the 
State Coiltroller's staff about providing a list of other clainlants within 30 days. The State 
Controller's staff did not object and has not filed any coinments regarding this proposal. The 
other 30-day timeline, wlGc11 is for other eligible claimants to file a notice of intent to join a 
consolidated incorrect red~~ction claiin witl~in 30 days of receipt of the Commission's notice is 
required by Goverixllent Code section 175 5 8.7, subdivision (e). 

COMMENT NO. 3 : Sixten and Associates notes that the 15-day opt out period in sectioil 1 185.3 
begins with the service of the State Controller's Office coinn~ents, b ~ ~ t  is unclear if this refers to 
when the Controller provides the list of other claimants or the 90-day coinment period for the 
Coiltroller to respond to the incorrect reduction claim. If it is the latter, Sixten and Associates 
notes that the Controller's staff does not always submit comments on the incorrect reduction 
claim, responding instead to the Comnission's draft staff analysis. 

Response: T11e Coilmission clarifies that the 15-day opt out period begins with the service of 
the Coiltroller's colnlnents on the incorrect reduction claim during the 90-day coinment period. 
Staff notes that the Controller's Office has not objected and has not filed ally coinments 
regarding this proposal. Therefore, the Co~mnission did not make any modifications to the 
rulemakiilg proposal to address this comment. 

COMMENT NO. 4: The California State Association of Counties SB 90 Service added that the 
15-day opt out period in section 1 185.3 will result in substantial harm to local goverillnent 
because the time is inadequate to malce a rational deter~nination whetller to remain in or opt out 
of a consolidated incorect reduction claim. 

Response: The Coillinission disagrees with the coilxnent and notes that the proposed language in 
sectioil 1 185.3 regarding the 15-day opt out period is merely inlpleinellting the requireinents of 
Goverixnent Code sectioil 175 58.7, subdivision (9. 

COMMENT NO. 5: Sixten and Associates contends that the opt out process in section 1185.3 
also creates a new statute of limitations for filing the incorrect reduction claiin beca~~se  the 
proposed regulation would grant another year to file a claim after opting out even if the statute of 
limitations has passed fi-om the date of the Coiltroller's action, which was the basis for the 
incorrect red~~ction claim. 

Response: The Coinlnission agrees that a new statute of limitatioils for filing the illcorrect 
reduction claim is created; however, the new statute of lilnitatioils is created by Governlnent 
Code section 17 55 8.7, subdivision (0. Therefore, the Co~nn~ission did not inake any 
nlodifications to the rulemaking proposal to address this comment. 



COMMENT NO. 6: Sixten and Associates assei-ts that the 15-day period for action by the 
claimants to opt out in response to the Executive Director's authority to consolidate incoi-rect 
reduction claiins in sectioil 11 85.4 is too sl~ort. 

Response: The Cominissioll agrees with the comment and modified section 1185.4 to provide a 
30-day notice period for claimants to file a written request that an individual illcorrect reductioil 
claiin be severed from the proposed consolidation. 

COMMENTS RECEIVED DURING THE PERIOD THE MODIFIED TEXT WAS 
AVAILABLE TO THE PUBLIC 

The modified text was made available to the public from February 2,2007, tl.~rough February 20, 2007. 
The Coinnlissioil received conunents from Sixten and Associates on February 16,2007. 

SUMMARY AND RESPONSE TO COMMENTS RECEIVED DURING THE PERIOD 
THE MODIFIED TEXT WAS AVAILABLE TO THE PUBLIC 

COMMENT NO. 1: Sixtell and Associates suggested that one of the types of State Colltroller 
actions that begin the tl-11-ee-year statute of limitations for filing an incorrect reduction claim in 
sectioil 11 85, subdivisioil (b), be modified to read "state a~tdit report" rather than "final state 
audit report." Sixtell and Associates argues that in practice, the Controller's Office issues a drxft 
report for conmlent, followed by the final audit repoi-t. However, there may also be revised, 
corrected, or amended audit reports after a "final" report is issued. Removiilg the modifier 
"final" would eliillinate confusion. 

Response: The Coilmission's inteilt is to receive the Controller's final decision. As proposed, 
the types of Controller actions enuinerated are also meant to be consisteilt wit11 the requiremeilt 
in subdivision (e)(4). The Coilunissioil notes that revised, corrected, or aineilded audit repoi-ts 
call also fall under "other written notices of adjustment." Tllerefore, the Coinmission did not 
make ally modifications to the rulemaking proposal to address this comment. 

ALTERNATIVES DETEFWINATION 

The Cornnlissioil has deteiinined that no alternative would be inore effective in carrying out the 
purpose for which the regulation is proposed or would be as effective and less burdensome to 
affected private persons then the proposed regulation. 

LOCAL MANDATE DETERMINATION 

The proposed regulations do not iinpose ally inandate on local agencies or school districts. 






