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Jim Spano, Chief 2 November 15, 2004 

documentation, rather than the reasonableness of the claimed costs. This finding is 
based, partially, upon the report's assertion that the "Parameters and Guidelines states 
that fill costs claimed must be traceable to source documentation that shows evidence 
of the validityofsuch costs." The Parameters and Guidelines actually state, in that 
regard, that '' ... all costs claimed must be traceable to source documents and/or 
worksheets that show evidence of the validity of such costs." It appears as if the audit 
report is applying some previously unpublished definitio'n to the term "source 
documents." In fact, the definition applied by the audit report is still undefined and 
unpublished because nowhere in the report does it state what kind of "source 
documents" would satisfy its unpublished demands. 

Please identify and _provide the district with any and all written instructions, 
memorandums, or other writings in effect and applicable during the claiming period 
which defines "source documents" and how and when claimants were notified of the 
specific documentation requirements to support salary and benefit costs. 

Government Code section 6253, subdivision (c), requires a government agency, within 
10 days from receipt of a request for a -copy of records, to determine whether the 
request, in whole or in part, seeks copies of public records in your possession and to 
promptly notify the district of that determination and the reasons therefor. Also, as 
required, when so notifying the district, please state the estimated date and time when 
the records will be made available. 

Finding 3 .. Overstated Indirect Costs 

The State Controller asserts "during the audit period, the district improperly applied the 
indirect cost rate to direct services and supplies, other operating expenses, and capital 
outlay costs ... " The district uses a federally a[JJ:lroved indirect cost rate. Since the rate 
was-caTcufated using salaries arnfbenefits as ttie-allocatlon base. ttiestateco-ntroller 
asserts that the rate cannot be applied to any other indirect costs except for salaries 
and benefits. No cost accounting rationale or legal basis for this peculiar conclusion is 
provided by the State Controller. 

The parameters and guidelines do not require that indirect costs be claimed in the 
manner described by the State Controller. The State Controller's claiming instructions 
were never adopted as rules or regulations, and therefore have no force of law. The 
burden is on the State Controller to show, either factually or as a matter of law, that the 
indirect cost rate method used by the District is excessive or unreasonable, which is the 
only mandated cost audit standard in statute (Government Code Section 17651 (d) (2). 
If the State Controller wishes to enforce audit standards for mandated cost 
reimbursement, the State Controller should comply with the Administrative Procedures 
Act. 
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STATE OF CALIFORNIA 

COMMISSION ON STATE MANDATES 
980 NINTH STREET, SUITE 300 
SACRAMENTO, CA 95814 
PHONE: (916) 323-3562 
FAX: (916) 445-0278 
E-mail: csminfo@csm.ca.gov 

August 2, 2013 

Mr. Keith Petersen 
SixTen and Associates 
P.O. Box 340430 
Sacramento, CA 95834-0430 

Mr. Jim Spano 
Division of Audits 
State Controller's Office 
3301 C Street, Suite 700 
Sacramento, CA 95816 

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

EDMUND G. BROWN JR., Governor 

RE: Notice of Draft Staff Analysis, Schedule for Comments, and Notice of Hearing 
Health Fee Elimination, 05-4206-1-04 and 05-4206-1-08 
Education Code Section 76355 
Statutes 1984, Chapter 1 (1983-1984 2nd Ex. Sess.); Statutes 1987, Chapter 1118 
Fiscal Years 1999-2000, 2000-2001, 2001-2002, and 2002-2003 
San Mateo County Community College District and San Bernardino 
Community College District, Claimants 

Dear Mr. Petersen and Mr. Spano: 

The draft staff analysis for the above-named matter is enclosed for your review and comment. 

Written Comments 

Written comments inay be filed on the draft staff analysis by August 23, 2013. You are advised 
that comments filed with the Commission are required to be simultaneously served on the other 
interested parties on the mailing list, and to be accompanied by a proof of service. However, this 
requirement may also be satisfied by electronically filing your documents. Please see 
http://www.csm.ca.gov/dropbox.shtml on the Commission's website for instructions on 
electronic filing. (Cal. Code Regs., tit. 2, § 1181.2.) 

If you would like to request an extension of time to file comments, please refer to section 
1183.0l(c)(l) of the Commission's regulations. 

Hearing 

This matter is set for hearing on Friday, September 27, 2013, at 10:00 a.m., in the State Capitol, 
Room 44 7, Sacramento, California. The final staff analysis will be issued on or about. 
September 13, 2013. Please let us know in advance if you or a representative of your agency 
will testify at the hearing, and if other witnesses will appear. If you would like to request 
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AND 
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Attached is the draft proposed statement of decision for this matter.  The executive summary and 
the proposed statement of decision also function as the draft staff analysis, as required by section 
1185.05 of the Commission’s regulations. 

EXECUTIVE SUMMARY 
Overview 
This analysis addresses the consolidated incorrect reduction claims (IRCs) filed by two 
community college districts (districts) regarding reductions made by the State Controller’s Office 
(Controller) to reimbursement claims for costs incurred during fiscal years 1999-2000 through 
2002-2003 under the Health Fee Elimination program.  The executive director has consolidated 
these claims pursuant to section 1185.4 of the Commission’s regulations.   

The following issues are in dispute in this consolidated IRC: 

• The statute of limitations applicable to audits of reimbursement claims by the Controller; 

• The appropriate extent of offsetting revenue available from health service fees, pursuant 
to the Clovis Unified decision; 

• Disallowances found against both districts based on asserted faults in the development 
and application of indirect cost rates; 

• Disallowance of salaries and benefits against San Mateo based on asserted insufficient 
documentation of hours and duties; 

• Disallowance of other outgoing expenses against San Mateo based on asserted 
insufficient documentation; 

1 
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• Disallowance of discrete health services against San Bernardino based on an asserted 
failure to substantiate services provided in the base year; 

• Disallowance of costs for student health insurance against San Bernardino based on the 
scope of reimbursement excluding student athletic costs. 

Health Fee Elimination Program 

Prior to 1984, community college districts were authorized to charge almost all students a 
general fee (health service fee) for the purpose of providing health services.  Statutes 1984, 
chapter 1 eliminated community college districts’ fee authority for health services.  The 1984 
statute also required any district which provided health services during the 1983-1984 fiscal year, 
for which the district was previously authorized to charge a fee, to maintain the health services at 
the level provided during the 1983-1984 fiscal year for every subsequent fiscal year until  
January 1, 1988.  As a result, community college districts, which previously had fee authority to 
provide health services, were then required to maintain health services provided in the 1983-
1984 fiscal year without any fee authority for this purpose.   

In 1987, the Legislature required the maintenance of effort requirement to continue after  
January 1, 1988, and reestablished the health fee authority.  As a result, all community college 
districts that provided health services during the 1986-1987 fiscal year were required to maintain 
those services every subsequent fiscal year, and were granted authority to charge a health service 
fee to offset the costs of providing those services.   

Commission Decisions 

At the November 20, 1986 Commission hearing, the Commission determined that the 1984 
statute, which required community college districts to maintain health services without fee 
authority for those services, imposed a reimbursable state-mandated “new program” upon 
community college districts.  On August 27, 1987, the Commission adopted parameters and 
guidelines for the Health Fee Elimination program.  

At the May 25, 1989 Commission hearing, the Commission adopted amendments to the 
parameters and guidelines for the Health Fee Elimination program to reflect amendments made 
by Statutes 1987, chapter 1118.  The 1989 parameters and guidelines reflected a change in 
eligible claimants (those districts that provided health services in the 1986-87 fiscal year, and 
were required to continue doing so), and the reestablishment of community college districts’ fee 
authority for the Health Fee Elimination program. 

At the October 27, 2011 Commission hearing, the Commission adopted a decision regarding 
seven consolidated IRCs under the Health Fee Elimination program, which addressed some of 
the same substantive issues present in the current consolidated IRCs.   

Procedural History 
San Mateo Community College District filed claims with the Controller for the 1999-2000 
through the 2001-2002 fiscal years for actual costs incurred under the Health Fee Elimination 
program, including offsetting revenue received from health service fees collected.  On  
January 7, 2005 the Controller issued its audit report, concluding that the district had overstated 
its costs for the program, including salary and benefit costs that the Controller concluded were 
not supported, and indirect costs that the Controller concluded were not allowable; and 

2 
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understated its offsetting fee authority.  San Mateo filed IRC 05-4206-I-04, as a result of its 
disagreement over the Controller’s audit report, on September 1, 2005.1  

San Bernardino Community College District filed claims with the Controller for the 2001-2002 
and 2002-2003 fiscal years for actual costs incurred under the Health Fee Elimination program, 
including offsetting revenue received from health service fees collected.  On  
November 10, 2004, the Controller issued its audit report, concluding that the district had 
overstated its costs for the program, including athletic insurance costs and certain health services 
that the Controller concluded were not within the scope of the maintenance of effort requirement, 
and including indirect costs that the Controller concluded were not allowable; and concluding 
that the district understated its offsetting fee authority.  San Bernardino filed IRC 05-4206-I-08, 
as a result of its disagreement over the Controller’s audit report, on September 13, 2005.2 

On December 31, 2007, the Controller submitted written comments on the IRC filed by  
San Bernardino, reiterating the audit findings and asserting that its adjustments were appropriate.  
On April 24, 2008, the Controller submitted written comments on the IRC filed by San Mateo, in 
which it stressed the proper application of the statute of limitations, and restated its contention 
that the audit adjustments were proper.  On July 13, 2009, San Mateo submitted rebuttal 
comments in response to the Controller’s comments on its IRC, in which it recognized the 
Controller’s authority to audit but renewed its objections to the lack of explanation of the reasons 
for disallowance of specific costs, and to the application of an average benefit rate where actual 
benefit costs were available; reiterated its disagreement with the Controller’s adjustment on the 
basis of health fees authorized; restated its claim that the indirect cost rate proposal had been 
improperly rejected; and continued to challenge the statute of limitations asserted by the 
Controller. 

On September 21, 2010, after the filing of the IRCs, the Third District Court of Appeal issued its 
opinion in Clovis Unified,3 which specifically addressed two of the key disputed issues.  The 
court found that community college districts were required to offset costs claimed for the Health 
Fee Elimination program by the amount of health service fees that community college districts 
were authorized to charge, rather than, as the claimants have argued, the fees actually collected; 
and, the court held that the contemporaneous source document rule (CSDR) was, as applied to 
the audits of several mandated programs, an unenforceable underground regulation.  The scope 
and effect of the Clovis Unified decision is addressed below, where relevant.   

Commission Responsibilities 
Government Code section 17561(b) authorizes the Controller to audit the claims filed by local 
agencies and school districts and to reduce any claim for reimbursement of state-mandated costs 
that the Controller determines is excessive or unreasonable. 

Government Code Section 17551(d) requires the Commission to hear and decide a claim that the 
Controller has incorrectly reduced payments to the local agency or school district.   

1 Exhibit A, San Mateo IRC. 
2 Exhibit B, San Bernardino IRC. 
3 Clovis Unified School Dist. v. Chiang (Clovis) (Cal. Ct. App. 3d Dist. 2010) 188 Cal.App.4th 
794. 

3 
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If the Commission determines that a reimbursement claim has been incorrectly reduced,  
section 1185.7 of the Commission’s regulations requires the Commission to send the statement 
of decision to the Controller and request that the costs in the claim be reinstated. 

The Commission must determine in this case whether the Controller’s audit decisions were 
arbitrary, capricious, or entirely lacking in evidentiary support.  This standard is similar to the 
standard used by the courts when reviewing an alleged abuse of discretion of a state agency.4  In 
addition, the Commission must determine whether the Controller correctly interpreted the law. 

Staff Analysis 

A. Statute of Limitations and Retention of Source Documents Applicable to Audits of 
Mandate Reimbursement Claims 

Government Code section 17558.5, as added by Statutes 1995, chapter 945 (operative  
July 1, 1996), provides that a reimbursement claim “is subject to audit by the Controller no later 
than two years after the end of the calendar year in which the reimbursement claim is filed or 
last amended.”5  San Mateo asserts that the fiscal year 1999-2000 and 2000-2001 claims were no 
longer subject to audit at the time the final audit report was issued on January 5, 2005, based on 
filing dates of January 10, 2001 and January 10, 2002.   

The Controller argues that section 17558.5 does not require an audit to be completed within two 
years; “subject to audit,” the Controller holds, means subject to initiation of an audit.  A later 
amendment to the relevant code section clarifies that reimbursement claims are subject to “the 
initiation of an audit” within a specified time,6 and there is no reason to interpret the prior 
version of the code differently. 

Based on the plain language of the statute, and the Legislature’s subsequent clarifying 
amendment to the statute, staff finds that the statute of limitations found in section 17558.5 does 
not bar the audit of the 1999-2000 and 2000-2001 reimbursement claims. 

San Mateo asserts, with respect to the disallowance of employee salaries and benefits, discussed 
below in section D, that “[o]ne of the stated reasons for the disallowance was that claimants must 
retain source documentation on file ‘for a period of no less than three years from the date of the 
final payment of the claim.’”  San Mateo argues that “[n]o legal citation was provided for this 
assertion.” 

The Controller counters that document retention was not a stated reason for the disallowance of 
costs; the Controller also points to the parameters and guidelines of the Health Fee Elimination 
mandate, which state: 

For auditing purposes, all costs claimed must be traceable to source documents 
and/or worksheets that show evidence of the validity of such costs…These 
documents must be kept on file by the agency submitting the claim for a period of 

4 Johnston v. Sonoma County Agricultural (2002) 100 Cal.App.4th 973, 983-984.  See also 
American Bd. of Cosmetic Surgery, Inc. v. Medical Bd. of California (2008) 162 Cal.App.4th 
534, 547. 
5 Government Code section 17558.5 (Stats. 1995, ch. 945 (SB 11. 
6 Government Code section 17558.5 (Stats. 2002, ch. 1128 (AB 2834)). 
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no less than three years from the date of the final payment of the claim pursuant 
to this mandate, and made available on the request of the State Controller or his 
agent. 

San Mateo’s assertion that the document retention period “appears to be a ministerial preference 
of the Controller’s” is clearly in error. Staff finds that the parameters and guidelines clearly 
require claimants to retain source documents for no less than three years. 

B. Understated Offsetting Revenues: Clovis Unified and the Health Fee Rule 
The Controller reduced the reimbursement claims filed by San Mateo by $13,175 for fiscal year 
1999-2000, and $57,428 for fiscal year 2001-2002.  San Bernardino’s reimbursement claims 
were similarly reduced, by $97,642 for fiscal year 2001-2002, and $52,389 for fiscal year  
2002-2003.  These reductions were made on the basis of the fee authority available to the 
districts, multiplied by the number of students subject to the fee, less any amount of offsetting 
revenue claimed. 

Both San Mateo and San Bernardino disputed the Controller’s finding that offsetting revenues 
from student health fees had been understated in the relevant claim years.  Both districts argued 
that the parameters and guidelines only require a claimant to declare offsetting revenues that the 
claimant “experiences,” and that while the fee amount that districts were authorized to impose 
may have increased during the applicable audit period, nothing in the Education Code made the 
increase of those fees mandatory.  The claimants argue that the issue is the difference between 
fees collected and fees collectible. 

After the Districts filed their IRCs, the Third District Court of Appeal issued its opinion in Clovis 
Unified, which upheld the Controller’s use of the Health Fee Rule to reduce reimbursement 
claims based on the fees districts are authorized to charge.  In making its decision the court 
declared: 

To the extent a local agency or school district “has the authority” to charge for the 
mandated program or increased level of service, that charge cannot be recovered 
as a state-mandated cost.7  

The court also noted that, “this basic principle flows from common sense as well.  As the 
Controller succinctly puts it, ‘Claimants can choose not to require these fees, but not at the 
state’s expense.’”8   

Based on the foregoing, staff finds that the Controller’s reduction of reimbursement to the extent 
of the fee authority found in Education Code section 76355 was legally correct, and not arbitrary, 
capricious, or entirely lacking in evidentiary support. 

C. Application of an Indirect Cost Rate Proposal 
The Controller reduced indirect costs claimed by San Mateo by $30,417 for fiscal year 1999-
2000, $32,728 for fiscal year 2000-2001, and $49,098 for fiscal year 2001-2002, on grounds that 
the indirect cost rate was applied to direct costs beyond the scope of the distribution base 
employed to develop the rate.  The Controller also reduced the indirect costs claimed by  

7 Clovis Unified School Dist. v. Chiang, supra, 188 Cal.App.4th at page 812. 
8 Ibid. 
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San Bernardino by $122,795 for fiscal year 2001-2002, and $158,699 for fiscal year 2002-2003, 
on grounds that San Bernardino did not utilize a federally approved indirect cost rate.   

The districts dispute the Controller’s findings that the indirect cost rate proposal was incorrectly 
applied, and was required to be federally approved, charging that the Controller’s conclusions 
were without basis in the law. 

1. The parameters and guidelines expressly reference the Controller’s claiming 
instructions, which in turn provide for an indirect cost rate to be developed in 
accordance with federal OMB guidelines.  

Both districts argue that claimants are not required to adhere to the claiming instructions in 
developing an indirect cost rate.  The parameters and guidelines plainly state that “indirect costs 
may be claimed in the manner described by the State Controller,” but the districts argue that the 
word “may” is permissive. The interpretation that is consistent with the plain language of the 
parameters and guidelines is that “indirect costs may be claimed,” or may not, but if a claimant 
chooses to claim indirect costs, the claimant must adhere to the Controller’s claiming 
instructions.  This interpretation is urged by the Controller.  

Reference to the Controller’s claiming instructions necessarily includes the general provisions of 
the School Mandated Cost Manual, which provides general claiming instructions for a number of 
programs, including instructions for indirect cost rates.  Therefore, San Bernardino’s assertion 
that “[n]either State law or the parameters and guidelines made compliance with the Controller’s 
claiming instructions a condition of reimbursement” is clearly in error. 

Both districts also argue that because the claiming instructions “were never adopted as law, or 
regulations pursuant to the Administrative Procedure Act, the claiming instructions are merely a 
statement of the ministerial interests of the Controller and not law.”  In Clovis Unified, discussed 
above, the Controller’s contemporaneous source document rule, or CSDR, was held to be an 
unenforceable underground regulation because it was applied generally against school districts 
and had never been adopted as a regulation under the APA.9  Here, the districts imply the same 
fault in the claiming instructions with respect to indirect cost rates.  But the distinction here is 
that the parameters and guidelines, which were duly adopted at a Commission hearing, require 
compliance with the claiming instructions.     

2. San Mateo did not comply with the requirements of the claiming instructions in 
developing and applying its indirect cost rate, but a minimum 7 percent indirect cost rate 
is provided if a claimant cannot support a greater amount; therefore reduction to zero for 
indirect costs, to the extent direct costs were allowed, was arbitrary. 

In its audit of San Mateo’s reimbursement claims for the period of July 1, 1999 through June 30, 
2002, the Controller concluded that San Mateo “improperly applied its claimed indirect cost rate 
to costs beyond those approved by the U.S. Department of Health and Human Services.”   
San Mateo asserts that the Controller accepted its 30% indirect cost rate but “did not accept 
application of the rate to costs other than salary and benefits because the rate was calculated 
using only salary and benefit costs.”  The Controller asserts that “if the district wishes to apply 
its indirect cost rate to a distribution base other than salaries and wages, the district’s approved 

9 Clovis Unified, supra, 188 Cal.App.4th at p. 805. 
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A-21 rate must be based on modified total direct costs.”  San Mateo asserts that “no accounting 
rationale or legal basis for this peculiar conclusion is provided by the Controller.”  

As discussed above, the claiming instructions are made applicable to the reimbursement claims 
of the community college districts by the parameters and guidelines; those instructions reveal 
that while federal approval of an indirect cost rate is not strictly required, it is one of two options 
for developing an indirect cost rate.  The claiming instructions provide that either a district can 
use a federally approved rate, incorporating the accounting principles of the OMB Circular A-21; 
or the district can use the alternative state procedure.  The claiming instructions also provide a 
third option for claiming: a flat rate of 7% if a claimant cannot support a higher rate.  

The OMB Circular A-21 provides that a salaries and wages base rate, developed in accordance 
with the steps described, is to be applied “to direct salaries and wages for individual agreements 
to determine the amount of F&A costs allocable to such agreements.”  An indirect cost rate 
developed on the basis of salaries and wages, by analogy, should be applied to salaries and 
wages only, while an indirect cost rate developed on the basis of other (or all) direct costs could 
be applied more broadly.  This is consistent with the interpretation urged by the Controller, and 
is a reasonable reading of the OMB guidance. 

Based on the foregoing, staff finds that San Mateo’s application of the indirect cost rate to direct 
costs other than salaries and wages for the mandated activities was inconsistent with the 
parameters and guidelines and the claiming instructions.   

In its audit of San Mateo’s claim, the Controller reduced indirect costs claimed by a total of 
$112,243 for the three audit years, finding that the district “improperly applied the indirect cost 
rate to direct services and supplies, other operating expenses, and capital outlay costs.”  But a 
claimant is still entitled to some amount of indirect costs, and a failure to correctly apply an 
indirect cost rate does not require an adjustment to zero.  As noted above, the claiming 
instructions provide for a default 7 percent rate for indirect costs when a claimant is unable to 
substantiate a higher rate.   

Based on the foregoing, staff finds that the Controller’s reduction to zero of allowable indirect 
costs was arbitrary, capricious, or entirely lacking in evidentiary support; a minimum 7 percent 
indirect cost rate should have been allowed, but if the Controller has sufficient information to 
support a higher indirect cost rate by applying the alternate state procedure, the Controller should 
apply a reasonable and fair indirect cost rate calculated consistently with the Controller’s 
claiming instructions. 

3. San Bernardino did not comply with the requirements of the claiming instructions in 
developing and applying its indirect cost rates. 

In the audit of San Bernardino’s reimbursement claims for the period of July 1, 2001 through 
June 30, 2003, the Controller concluded that the district’s claimed indirect costs were based on a 
rate not federally approved, and that the costs were highly disproportionate to the Controller’s 
calculations.  San Bernardino counters that “there is no requirement in law that the claimant’s 
indirect cost rate must be ‘federally’ approved,” and that “[n]o particular indirect cost rate 
calculation is required by law.”  San Bernardino argues that “the District has computed its ICRPs 
utilizing cost accounting principles from the Office of Management and Budget Circular A-21, 
and the Controller has disallowed it without a determination of whether the product of the 
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District's calculation would, or would not, be excessive, unreasonable, or inconsistent with cost 
accounting principles.”  

As discussed above, the claiming instructions are made applicable to the reimbursement claims 
of community colleges by the parameters and guidelines, and the instructions reveal that while 
federal approval of an indirect cost rate is not strictly required, it is one of two options for 
developing an indirect cost rate.  There is no third option in the claiming instructions to develop 
an indirect cost rate in accordance with the OMB Circular principles but then decline to seek 
federal approval. 

In its audit of San Bernardino’s reimbursement claim, the Controller, concluding that the rate 
was not approved and therefore not supported consistently with the parameters and guidelines 
and claiming instructions, recalculated the indirect cost rate using the alternative state procedure, 
the “FAM-29C method,” outlined in the School Mandated Cost Manual.  San Bernardino argues 
that the Controller “made no determination as to whether the method used by the District was 
reasonable, but, merely substituted its FAM-29C method for the method reported by the 
District;” and that this represents “an arbitrary choice of the Controller, not a ‘finding’ 
enforceable by fact or law.” 

The claiming instructions do provide a default indirect cost rate of 7 percent as follows: “The 
claimant has the option of using a 7% or a higher expense percentage is allowable if the college 
can support its allocation basis.”  The Controller did not seek to reduce San Bernardino’s claim 
of indirect costs to 7 percent, as would appear to be valid and reasonable, given the failure to 
support a higher rate.  Rather, the Controller recalculated the indirect cost rate pursuant to the 
state procedure outlined in the claiming instructions (the FAM-29C method), resulting in a more 
generous indirect cost rate than the 7 percent default.   

Staff finds that the Controller’s reduction is based on an alternative method of calculating 
indirect costs, and is therefore not arbitrary, capricious, or entirely lacking in evidentiary support. 

D. Disallowance of Salaries and Application of Audited Benefit Rates 
The Controller reduced the reimbursement claims filed by San Mateo for salaries and benefits by 
$281,607 for fiscal year 1999-2000, $246,609 for fiscal year 2000-2001, and $264,949 for fiscal 
year 2001-2002, on grounds that “the district did not provide documentation supporting the 
validity of the distribution made to the mandate.” 

San Mateo disputes the Controller’s disallowance of certain employee salaries and the 
application of an “audited” benefit rate to the remaining employees, based on the Controller’s 
conclusion that San Mateo did not adequately support the claimed costs.   

1. The Controller’s documentation requirements must be consistent with the parameters 
and guidelines, and must be applied consistently in order to be enforceable:  the 
disallowance of salaries and benefits for certain disputed employees was arbitrary, in 
light of salaries and benefits allowed for other employees based on the same or 
similar documentation. 

In its reimbursement claims for fiscal years 1999-2000, 2000-2001, and 2001-2002, San Mateo 
stated its salary and benefit costs for the mandate, certified under penalty of perjury, on the 
Controller’s claim forms.  The Controller’s position is that “[t]he district did not provide 
documentation supporting the validity of the distribution made to the mandate.”  
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The parameters and guidelines provide that claimants are required to support salaries and 
benefits claimed with documentation that identifies the employees and their classification, 
describes the mandated functions performed, and specifies “the actual number of hours devoted 
to each function.”  For several employees, the Controller disallowed salaries and benefits, 
finding that the actual number of hours devoted to mandated functions was not supported.  The 
Controller requested additional documentation, and San Mateo provided additional information 
for some of the questioned employees.  For example, a letter from San Mateo to the Controller 
explains that “[f]or Ernest Rodriguez, in March 2002, he took on a teacher assignment which is 
reflected in the account code… 201000.  This was not charged to the claim.”  Similarly, the letter 
shows that Dee Howard, who is identified as “Full-time Faculty” in the Controller’s schedules, 
worked as a counselor in departments other than “Health Services,” and therefore only the 
portion of her wages attributed to the health services account was claimed.  Similarly, the letter 
states that Gloria D’Ambra, identified as an office assistant, earned overtime pay in fiscal year 
1999-2000, which was not charged to the claim.  Along with the letter, San Mateo submitted 
employee earnings reports, which demonstrate that several employees were paid from multiple 
sources or accounts. 

The documents in the record pertaining to this IRC do not show “the actual number of hours 
devoted to each [mandated] function,” as required by the parameters and guidelines, but the 
Controller has apparently allowed salary and benefit costs for some employees on the basis of 
job titles,10 and in some cases on the basis of earnings reports that show an employee’s salary 
paid from an account recognized to be related to the provision of health services.11  In contrast, 
and without any explanation of its differential treatment, the Controller disallowed salary and 
benefit costs for employees that San Mateo (under penalty of perjury) claims worked at least a 
portion of their salaried time for the health services department.  The Controller made this 
disallowance citing an absence of employee time records supporting the hours worked 
performing mandated activities.   

Although the documents in the record do not substantiate actual hours performing mandated 
activities for Dee Howard and Ernest Rodriguez, the same type of documents were accepted by 
the Controller to substantiate omitting from the reimbursement claim overtime hours worked by 
Gloria D’Ambra; and the same documents were accepted by the Controller as evidence that both 
D’Ambra and Donna Elliot, identified as office assistants, were engaged in mandate-related 
activities at the health services department.  In other words, if the account codes to which the 
salaries of D’Ambra and Elliot were charged are sufficient to substantiate costs for their salaries, 
disallowing costs for Howard and Rodriguez on the basis of the same documentation is arbitrary 
and capricious. 

Based on the foregoing, staff finds that the Controller’s disallowance of salaries and benefits for 
Dee Howard and Ernest Rodriguez was arbitrary, capricious, or entirely lacking in evidentiary 
support, and the costs claimed for these two employees should be reinstated. 

  

10 See Exhibit C, Controller’s Comments on San Mateo IRC, at pp. 52-54 [allowable salaries for 
nurses and doctors]. 
11 See Exhibit C, Controller’s Comments on San Mateo IRC, at pp. 48-50 [allowable salaries for 
and office assistants, apparently on the basis of employee earnings reports]. 
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2. There is no evidence in the record to support the benefits claimed by San Mateo 
San Mateo disputes the application of an “audited” benefit rate.  San Mateo asserts that “[t]he 
Controller calculated a benefit rate to be applied to the salaries to determine the total allowable 
salary and employee benefits for each employee.”  The resulting rates were between 16.62719 
percent and 17.66762 percent for the three years subject to audit.  San Mateo objects to this 
calculation, arguing that “[t]he Controller has not indicated why it was necessary to calculate an 
average benefit rate when the District reported actual benefit costs in its general ledger, that is, 
why an average rate is better than actual benefit costs.”  San Mateo also asserts that the claiming 
instructions provide for a “default” benefit rate of 21 percent, which can be added to hourly 
payroll costs.     

There is no evidence in the record of actual benefit amounts paid to each employee, only the 
benefit totals included in San Mateo’s worksheets.12  San Mateo makes reference to its “general 
ledger,” but no such document is found in the record, and the existence of “actual benefit costs,” 
assertedly provided to the Controller, cannot be verified.  The only benefit amounts in the record 
are the audited benefit amounts in the Controller’s “schedule of allowable salaries and 
benefits.”13  Absent any documentation substantiating the benefit amounts claimed, the 
Controller’s reductions cannot be evaluated.  The 21 percent rate asserted by the district applies 
to the Collective Bargaining program, and is not evidently applicable to these claiming 
instructions. 

Based on the foregoing, staff finds that the Controller’s audited benefit rate is not arbitrary, 
capricious, or entirely lacking in evidentiary support. 

E. Disallowance of Other Outgoing Expenses 
In its audit of San Mateo’s reimbursement claims the Controller identified unallowable costs for 
“other outgoing expenses” for fiscal year 2001-2002, in the amount of $41,375, “recorded on 
three separate journal transactions.”  The Controller found that these transactions were not 
supported by documentation, “e.g., in invoices or other source documentation.”  The district did 
not respond to that finding prior to issuance of the final audit report. 

San Mateo argues that “the Controller should provide the derivation of “outgoing expense costs,” 
which is not described in generally accepted accounting principles.” 

The Controller counters that “expenses” and “costs” are synonymous, and that the district 
“makes no mention whatsoever as to the factual nature of the finding nor does it offer any 
documentation that supports the three journal voucher entries.”  

The parameters and guidelines require that all costs claimed must be traceable to source 
documents that show evidence of the validity of such costs.  Those documents, in turn are 
required to be certified under penalty of perjury, but certification alone cannot substitute for 
probative value.  It is not necessary, under the parameters and guidelines, and consistent with 
Clovis Unified, supra, that claimants produce unimpeachable proof of costs incurred, produced at 
or near the time the costs were incurred so as to reinforce the reliability of those documents.  
However, the documentation must show some evidence that costs are related to the mandate, and 

12 Exhibit A, San Mateo IRC, at pp. 89; 104; 119. 
13 Exhibit C, Controller’s Comments on San Mateo IRC, at pp. 52-54. 
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the term “other outgoing expenses,” even if claimed and certified to be related to the mandate, is 
not sufficient to show the validity of the costs.  The record indicates that the Controller offered 
the district an opportunity to substantiate these costs, and the district declined to do so, instead 
asserting that the burden should be on the Controller to show that the costs are not mandate-
related.  A claimant’s certification that costs are related to the mandate is not sufficient in itself 
to substantiate the costs. 

Based on the foregoing, staff finds that the Controller’s finding regarding “other outgoing 
expenses” was not arbitrary, capricious, or entirely lacking in evidentiary value, and a reduction 
of San Mateo’s claim in the amount of $41,375 is supported.  

F. Disallowance of Health Services Not Substantiated in the Base Year 
The Controller reduced health services costs claimed by San Bernardino in amounts of $41,389 
for fiscal year 2001-2002, and $61,739 for fiscal year 2002-2003, on grounds that the district 
claimed costs for services not provided in the base year, fiscal year 1986-87.  San Bernardino 
asserts that the Controller incorrectly reduced reimbursement for health services costs claimed, 
on the basis of comparison between the audit years and the health services inventory for fiscal 
year 1997-1998. 

In the test claim statement of decision the Commission found that the statutes imposed a 
“maintenance of effort” requirement on community college districts requiring them to continue 
to provide health services at the level provided in the base year, without the continuing authority 
to levy health service fees.  The amended parameters and guidelines provide a long list of 
services, which are stated to be “reimbursable to the extent they were provided by the 
community college district in fiscal year 1986-87.”  And the parameters and guidelines require, 
under the heading “Supporting Data:” 

For auditing purposes, all costs claimed must be traceable to source documents 
and/or worksheets that show evidence of the validity of such costs.  This would 
include documentation for the fiscal year 1986-87 program to substantiate a 
maintenance of effort. 

Exactly what documents are needed “to substantiate a maintenance of effort” is not stated.  
Pursuant to Clovis Unified, as discussed above, whatever is required by the Controller should 
generally be consistent with the parameters and guidelines; the Controller cannot enforce an 
auditing standard that is unreasonable in the context of the parameters and guidelines. 

San Bernardino argues that the Controller inappropriately compared the inventory of available 
services for the audit years “to the health services inventory for FY 1997-98,” and those 
activities listed in the inventory for the audit years but not also listed in fiscal year 1997-1998 
were “assumed to be ‘new services not offered in 86/87.’”  San Bernardino argues that this 
comparison “established FY 1997-98 as an alternative base year, contrary to the Education Code 
and the parameters and guidelines.”  San Bernardino further argues that there is a difference 
between services rendered in a given year and services available in a given year, and that the 
maintenance of effort requirement is to maintain services available in the base year 1986-87. 

San Bernardino is correct that the Controller may not establish an alternate base year; the 
services provided in 1986-87 are mandated under the plain language of the test claim decision 
and the parameters and guidelines, and to the extent those services are not offset by student 
health fees, costs to provide those services are reimbursable.  San Bernardino’s audited claims, 
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certified under penalty of perjury, include a health services inventory comparing the claim years 
to the base year.  It is not consistent with the mandate for the Controller to disallow costs for 
health services on the basis of comparing the audit years to a health services inventory from any 
other year.   

Moreover, San Bernardino’s reasoning with respect to the distinction between services rendered 
and services available is sound:  comparing the health services inventory of the audit years to the 
inventory of any other year, including the base year, is not necessarily reflective of the services 
that were available in the base year and that therefore must be maintained.  There is a distinction 
between services “rendered” in a particular year, including the base year, and services 
“available” to students.  The maintenance of effort requirement of the test claim statute turns on 
the services “provided” in the base year, and the district’s interpretation of services provided as 
being equivalent to services available is consistent with the purpose and intent of a maintenance 
of effort requirement.  

Finally, there is nothing in the parameters and guidelines to suggest that a certification by the 
claimant of the services “provided” in the base year is insufficient to substantiate the 
maintenance of effort.   

Based on the foregoing, staff finds that the disallowance of health services not rendered in the 
1997-98 fiscal year was arbitrary, capricious, and entirely lacking in evidentiary value.  The 
Controller must allow reimbursement for those services that the district certifies under penalty of 
perjury were available in the 1986-87 fiscal year. 

G. Disallowance of Insurance Premiums 
The Controller reduced amounts claimed by San Bernardino for “services and supplies” in 
amounts of $37,348 for fiscal year 2001-2002, and $38,322 for fiscal year 2002-2003, on 
grounds that athletic insurance costs are beyond the scope of the mandate.  San Bernardino 
disputes the disallowance of “overstated services and supplies,” arguing that the Controller 
inappropriately disallowed costs for student insurance premiums.   

The Controller explains that the district carried three types of insurance coverage in fiscal years 
2001-2002 and 2002-2003: basic coverage for students as well as athletes, super catastrophic 
coverage for athletes, and catastrophic coverage for students.  The Controller asserts that the 
disallowed costs are only the “intercollegiate athletes’ portion of the basic coverage and the 
intercollegiate athletes’ portion of the super catastrophic coverage,” along with a small amount 
of costs that the Controller finds unsupported.  The maintenance of effort requirement, pursuant 
to section 76355, applies only to those health services for which community college districts are 
permitted to charge a fee; and because section 76355(d) prohibits expenditures of health fees on 
athletic-related costs, the costs of athletic insurance are not mandated, and must be disallowed.14   

San Bernardino has not disputed the Controller’s argument that costs related to athletics are not 
included within the maintenance of effort requirement, nor submitted any documentation in 
answer to the Controller’s worksheet attributing the disallowed costs to portions of insurance 
premiums applicable to collegiate athletic programs.   

14 Exhibit D, Controller’s Comments on San Bernardino IRC, at pp. 17-19. 
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Based on the foregoing, staff finds that the disallowance of costs related to insurance premiums 
for intercollegiate athletes was not arbitrary, capricious, or entirely lacking in evidentiary value. 

Conclusion 
Pursuant to Government Code section 17551(d) and section 1185.7 of the Commission’s 
regulations, staff finds that the following reductions by the Controller’s Office are incorrect and 
that the costs, as specified, should be reinstated: 

• Reduction to zero of San Mateo’s claimed indirect costs for services and supplies, other 
operating expenses, and capital outlay costs was arbitrary, capricious, or entirely lacking 
in evidentiary support, and to the extent direct costs were permitted for the specified 
items claimed, a minimum 7 percent indirect cost rate should be reinstated, unless a 
higher rate can be supported on the basis of applying an alternative method to the 
evidence in the record. 

• Disallowance of salaries and benefits for Ernest Rodriguez and Dee Howard in  
San Mateo’s reimbursement claims was arbitrary, capricious, or entirely lacking in 
evidentiary support, in light of costs allowed for other employees based on the same or 
similar documentation; costs for the salaries and benefits of Ernest Rodriguez and  
Dee Howard should be reinstated, to the extent those costs are supported by the district’s 
accounting records substantiating amounts paid from health services accounts. 

• Disallowance of health services costs on the basis of comparing the audit years against a 
health services inventory from fiscal year 1996-1997 was arbitrary, capricious, or entirely 
lacking in evidentiary support, and health services costs claimed should be reinstated on 
the basis of the services provided by the entire district in fiscal year 1986-1987, as 
certified under penalty of perjury by San Bernardino Community College District. 

The Commission further finds that the reductions to the following costs were reasonable and 
supported by the law and the record, and thus, not “incorrectly” reduced: 

• Reduction of both districts’ reimbursement claims, on the basis of understated health fee 
revenues, in the amounts of $70,603 for San Mateo, and $150,031 for San Bernardino.  

• The reduction of indirect costs claimed by San Bernardino, in the amount of $281,494, 
based on the district’s failure to comply with the claiming instructions in the development 
of its indirect cost rate, and the Controller’s use of an alternative method to calculate 
indirect costs. 

• The reduction of benefits claimed by San Mateo, in the amount of $88,633, based on the 
district’s failure to support its claimed benefit amounts. 

• The reduction of costs claimed for “other outgoing expenses” by San Mateo, in the 
amount of $41,375, based on the district’s failure to support claimed expenses. 

• The reduction of health insurance costs and other overstated services and supplies in  
San Bernardino’s reimbursement claims, in the amounts of $37,348 for fiscal year 2001-
2001, and $38,322 for fiscal year 2002-2003, based on the documentation submitted by 
the Controller. 
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Staff Recommendation 
Staff recommends that the Commission adopt the proposed statement of decision to partially 
approve the IRC, and authorize staff to make any technical, non-substantive changes following 
the hearing. 
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BEFORE THE 

COMMISSION ON STATE MANDATES 

STATE OF CALIFORNIA 

IN RE INCORRECT REDUCTION CLAIM 
ON: 

Education Code Section 76355 

Statutes 1984, Chapter 1 (1983-1984 2nd Ex. 
Sess.) (AB 1) and Statutes 1987, Chapter 1118 
(AB 2336) 

Fiscal Years 1999-2000, 2000-2001, 2001-
2002 and 2002-2003 

San Mateo Community College District and 
San Bernardino Community College District, 
Claimants. 

Case Nos.:  05-4206-I-04 and 05-4206-I-08 

Health Fee Elimination 
STATEMENT OF DECISION  
PURSUANT TO GOVERNMENT CODE 
SECTION 17500 ET SEQ.; TITLE 2, 
CALIFORNIA CODE OF  
REGULATIONS, DIVISION 2,  
CHAPTER 2.5. ARTICLE 7 

(Proposed for Adoption:  September 27, 2013) 

 

STATEMENT OF DECISION 
The Commission on State Mandates (Commission) heard and decided these consolidated 
incorrect reduction claims (IRCs) during a regularly scheduled hearing on September 27, 2013.  
[Witness list will be included in the final statement of decision.]   

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

The Commission [adopted/modified] the staff analysis to [approve/partially approve/deny] the 
consolidated IRCs at the hearing by a vote of [vote count will be included in the final statement 
of decision].  

Summary of the Findings  
These IRCs were filed in response to audits conducted by the Controller, in which 
reimbursement was reduced to the claimant districts on several discrete bases.  The analysis 
below addresses IRCs filed by two community college districts disputing adjustments made by 
the Controller, pursuant to audits of the districts’ cost claims filed under the Health Fee 
Elimination mandate (CSM-4206).  The executive director has consolidated these claims 
pursuant to section 1185.4 of the Commission’s regulations.15   

The Commission partially approves these IRCs, finding that some of those reductions were 
appropriate, and some were incorrect.  The Commission therefore remands the matter to the 
Controller with instructions to reinstate the incorrect reductions specified below consistent with 
this statement of decision. 

15 Code of Regulations, title 2, section 1185.4 (Register 2010, No. 44). 
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Pursuant to Government Code section 17551(d) and section 1185.7 of the Commission’s 
regulations, the Commission finds that the following reductions by the Controller’s Office are 
incorrect and that the costs, as specified, should be reinstated: 

• Reduction to zero of San Mateo’s claimed indirect costs for services and supplies, other 
operating expenses, and capital outlay costs was arbitrary, capricious, or entirely lacking 
in evidentiary support, and to the extent direct costs were permitted for the specified 
items claimed, a minimum 7 percent indirect cost rate should be reinstated, unless a 
higher rate can be supported on the basis of applying an alternative method to the 
evidence in the record. 

• Disallowance of salaries and benefits for Ernest Rodriguez and Dee Howard in  
San Mateo’s reimbursement claims was arbitrary, capricious, or entirely lacking in 
evidentiary support, in light of costs allowed for other employees based on the same or 
similar documentation; costs for the salaries and benefits of Ernest Rodriguez and  
Dee Howard should be reinstated, to the extent those costs are supported by the district’s 
accounting records substantiating amounts paid from health services accounts. 

• Disallowance of health services costs on the basis of comparing the audit years against a 
health services inventory from fiscal year 1996-1997 was arbitrary, capricious, or entirely 
lacking in evidentiary support, and health services costs claimed should be reinstated on 
the basis of the services provided by the entire district in fiscal year 1986-1987, as 
certified under penalty of perjury by San Bernardino Community College District. 

The Commission further finds that the reductions to the following costs were reasonable and 
supported by the law and the record, and thus, not “incorrectly” reduced: 

• Reduction of both districts’ reimbursement claims, on the basis of understated health fee 
revenues, in the amounts of $70,603 for San Mateo, and $150,031 for San Bernardino.  

• The reduction of indirect costs claimed by San Bernardino, in the amount of $281,494, 
based on the district’s failure to comply with the claiming instructions in the development 
of its indirect cost rate, and the Controller’s use of an alternative method to calculate 
indirect costs. 

• The reduction of benefits claimed by San Mateo, in the amount of $88,633, based on the 
district’s failure to support its claimed benefit amounts. 

• The reduction of costs claimed for “other outgoing expenses” by San Mateo, in the 
amount of $41,375, based on the district’s failure to support claimed expenses. 

• The reduction of health insurance costs and other overstated services and supplies in San 
Bernardino’s reimbursement claims, in the amounts of $37,348 for fiscal year 2001-2001, 
and $38,322 for fiscal year 2002-2003, based on the documentation submitted by the 
Controller. 

I. Background 
Health Fee Elimination Program 

Prior to 1984, former Education Code section 72246 authorized community college districts to 
charge almost all students a general fee (health service fee) for the purpose of voluntarily 
providing health supervision and services, direct and indirect medical and hospitalization 
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services, and operation of student health centers.16  Statutes 1984, chapter 1 repealed the 
community colleges’ fee authority for health services.17  However, it also included a provision to 
reauthorize the fee, which was to become operative on January 1, 1988.18   

In addition to temporarily repealing community college districts’ fee authority, Statutes1984, 
chapter 1 required any district which provided health services during the 1983-1984 fiscal year, 
for which it was previously authorized to charge a fee, to maintain the health services at the level 
provided during the 1983-1984 fiscal year for every subsequent fiscal year until January 1, 
1988.19  As a result, community college districts were required to maintain health services 
provided in the 1983-1984 fiscal year without any fee authority for this purpose.   

Statutes1987, chapter 1118 amended former Education Code section 72246,20 which was to 
become operative January 1, 1988, to incorporate and extend the maintenance of effort 
provisions of former Education Code section 72246.5.21  As a result, in 1988 all community 
college districts were required to maintain the same level of health services they provided in the 
1987-1988 fiscal year and each year thereafter.  In addition, the community college districts 
regained a limited fee authority for the provision of the required health services.22   

Commission Decisions 

At the November 20, 1986 Commission hearing, the Commission determined that Statutes 1984, 
chapter 1, which required community college districts to maintain health services while repealing 
community college districts’ fee authority for those services, imposed a reimbursable state-
mandated new program upon community college districts.23  On August 27, 1987, the 
Commission adopted parameters and guidelines for the Health Fee Elimination program.  

At the May 25, 1989 Commission hearing, the Commission adopted amendments to the 
parameters and guidelines for the Health Fee Elimination program to reflect amendments made 
by Statutes1987, chapter 1118.24  The 1989 parameters and guidelines reflected a change in 

16 Statutes 1981, chapter 763.  Students with low-incomes, students that depend upon prayer for 
healing, and students attending a college under an approved apprenticeship training program, 
were exempt from the fee.  
17 Statutes 1984, 2nd Extraordinary Session 1984, chapter 1, section 4 [repealing Education Code 
section 72246].   
18  Statutes 1984, 2nd Extraordinary Session 1984, chapter 1, section 4.5. 
19 Education Code section 72246.5 (Stats. 1984, 2d. Ex. Sess., ch. 1, § 4.7). 
20 In 1993, former Education Code section 72246 was renumbered to Education Code section 
76355.  (Stats. 1993, ch. 8). 
21 Statutes 1987, chapter 1118.  
22 Education Code section 72246 (as amended, Stats. 1987, ch. 1118). 
23 Statement of decision, Health Fee Elimination (CSM 4206, adopted January 22, 1987).  
Reference to 1984 legislation refers to Statutes 1984, 2nd Extraordinary Session 1984, chapter 1. 
24 Amendments to parameters and guidelines, Health Fee Elimination (CSM 4206, adopted  
May 25, 1989).  Reference to 1987 legislation refers to Statutes 1987, chapter 1118.   
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eligible claimants for the Health Fee Elimination program, (those districts that provided health 
services in the 1986-87 fiscal year, and would be required to continue to do so) and the 
reestablishment of community college districts’ fee authority for the Health Fee Elimination 
program.   

At the October 27, 2011 Commission hearing the Commission adopted a decision regarding 
seven consolidated IRCs under the Health Fee Elimination program, which addressed some of 
the same substantive issues present in these consolidated IRCs.    

This IRC addresses the following issues: 

• The statute of limitations applicable to audits of reimbursement claims by the Controller; 

• The appropriate extent of offsetting revenue available from health service fees, pursuant 
to the Clovis Unified decision; 

• Disallowances found against both districts based on asserted faults in the development 
and application of indirect cost rates; 

• Disallowance of salaries and benefits against San Mateo based on asserted insufficient 
documentation of hours and duties; 

• Disallowance of other outgoing expenses against San Mateo based on asserted 
insufficient documentation; 

• Disallowance of discrete health services against San Bernardino based on an asserted 
failure to substantiate services provided in the base year; 

• Disallowance of costs for student health insurance against San Bernardino based on the 
scope of reimbursement excluding student athletic costs. 

II. Procedural History 
On January 10, 2001, San Mateo filed a reimbursement claim for fiscal year 1999-2000.25  On 
January 10, 2002, San Mateo filed its reimbursement claim for fiscal year 2000-2001.26  On 
January 15, 2003, San Mateo filed its reimbursement claim for fiscal year 2001-2002.27 

On October 28, 2004, the Controller issued a draft audit report addressing these three fiscal 
years.28  On November 15, 2004, San Mateo issued a letter to the Controller responding to the 
draft audit report findings, disputing the Controller’s adjustments and disallowance of costs.29  
On January 7, 2005, the Controller issued its final audit report, finding that $1,017,386 of 

25 Exhibit A, San Mateo IRC, at p. 105. 
26 Exhibit A, San Mateo IRC, at p. 90. 
27 Exhibit A, San Mateo IRC, at p. 75. 
28 Exhibit A, San Mateo IRC, at p. 67. 
29 Exhibit A, San Mateo IRC, at pp. 67-68. 
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claimed costs was unallowable, of $1,259,226 total costs claimed in the relevant audit period.30  
On September 1, 2005, San Mateo filed IRC 05-4206-I-04.31 
On December 27, 2002, San Bernardino filed its reimbursement claim for fiscal year 2001-
2002.32  On January 5, 2004, San Bernardino filed its reimbursement claim for fiscal year 2002-
2003.33 

On September 30, 2004, the Controller issued a draft audit report addressing these two fiscal 
years.  On October 13, 2004, San Bernardino issued a letter to the Controller responding to the 
draft audit report, disputing the Controller’s findings regarding the overstatement of health 
services provided in the base year, and disputing the Controller’s interpretation of what was 
intended by the maintenance of effort requirement of the test claim statute.34  On  
November 10, 2004, the Controller issued its final audit report, concluding that $610,323 of 
claimed costs were unallowable, of $1,130,569 total costs claimed in the relevant audit period.35  
On September 13, 2005, San Bernardino filed IRC 05-4206-I-08.36 

On December 31, 2007, the Controller submitted written comments on the San Bernardino IRC, 
reiterating the audit findings and asserting that its adjustments were appropriate.  On  
April 24, 2008, the Controller submitted written comments on the San Mateo IRC, in which it 
stressed the proper application of the statute of limitations, and restated its contention that the 
audit adjustments were proper.  On July 13, 2009, San Mateo submitted rebuttal comments in 
response to the Controller’s comments on its IRC, in which it renewed its objections to the lack 
of explanation of the reasons for disallowance of specific costs, and to the application of an 
average benefit rate where actual benefit costs were available; reiterated its disagreement with 
the Controller’s adjustment on the basis of health fees authorized; restated its claim that the 
indirect cost rate proposal had been improperly rejected; and continued to challenge the statute of 
limitations asserted by the Controller. 

On September 21, 2010, after the filing of the IRCs, the Third District Court of Appeal issued its 
opinion in Clovis Unified,37 which specifically addressed two of the key disputed issues.  The 
court found that community college districts were required to offset costs claimed for the Health 
Fee Elimination program by the health service fees that community college districts were 
authorized to charge, rather than, as the claimants have argued, the fees actually collected; and, 
the court held that the contemporaneous source document rule (CSDR) was, as applied to the 

30 Exhibit A, San Mateo IRC, at p. 45. 
31 Exhibit A, San Mateo IRC, at p. 1. 
32 Exhibit B, San Bernardino IRC, at p. 74. 
33 Exhibit B, San Bernardino IRC, at p. 95. 
34 Exhibit B, San Bernardino IRC, at pp. 61-63. 
35 Exhibit B, San Bernardino IRC, at p. 45. 
36 Exhibit B, San Bernardino IRC, at p. 1. 
37 Clovis Unified School Dist. v. Chiang (Clovis) (Cal. Ct. App. 3d Dist. 2010) 188 Cal.App.4th 
794. 

19 
Health Fee Elimination, 05-4206-I-04 and 05-4206-I-08 

Draft Staff Analysis and Proposed Statement of Decision 

                                                 

716



audits of several mandated programs, an unenforceable underground regulation.  The scope and 
effect of the Clovis Unified decision is addressed below, where relevant.   

III. Positions of the Parties 
San Mateo Community College District 
San Mateo argues that the Controller inappropriately reduced reported costs of salaries and 
benefits, and other indirect costs claimed.38  San Mateo argues that the Controller reduced 
“outgoing expense costs” without explaining the distinction between “expenses” and “costs,” and 
that “the district was not on notice of any particular reporting or audit standard with respect to 
journal voucher transactions.”39  San Mateo also takes issue with the Controller’s finding that 
“the district improperly applied its claimed indirect cost rate to costs beyond those approved by 
the U.S. Department of Health and Human Services (DHHS).”40  San Mateo argues that by 
reducing claims on the basis of fees collectible, but not collected, the Controller improperly 
disallowed a portion of the districts’ reimbursable costs.41  Finally, San Mateo disputes the 
application of the statute of limitations to allow audits of the subject fiscal years.42 

In its rebuttal comments San Mateo maintains that the Controller has the burden of proof in 
showing that the district’s claimed costs were not allowable, and that therefore several discrete 
costs that were disallowed were improperly reduced.  San Mateo also argues that the application 
of an average benefit rate is inappropriate where actual benefit costs are available.  San Mateo 
renews its contention regarding the health fee authority, and restates its challenge to the statute of 
limitations for audits asserted by the Controller.43  

San Bernardino Community College District 
San Bernardino disputes the disallowance of costs for certain health services, arguing that “[t]he 
Controller established FY 1997-98 as an alternative base year, contrary to the Education Code 
and the parameters and guidelines.”44  San Bernardino further argues that the Controller 
improperly disallowed costs related to insurance premiums for the general student population, 
and “does not describe how the disallowance was calculated.”45  San Bernardino also disputes 
the Controller’s finding that indirect costs were overstated because the indirect cost rate proposal 
was not federally approved.  The district argues that there is no requirement of federal 

38 Exhibit A, San Mateo IRC, at p. 13. 
39 Exhibit A, San Mateo IRC, at p. 15. 
40 Exhibit A, San Mateo IRC, at pp. 17-18. 
41 Exhibit A, San Mateo IRC, at pp. 19-23. 
42 Exhibit A, San Mateo IRC, at pp. 23-26. 
43 Exhibit E, San Mateo Rebuttal Comments, at pp. 1-4. 
44 Exhibit B, San Bernardino IRC, at p. 12-13. 
45 Exhibit B, San Bernardino IRC, at p. 19. 
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approval.46  Finally, San Bernardino argues that the proper measure of offsetting revenues should 
be the health fees collected, not the amount of fees authorized.47 

State Controller’s Office 
San Mateo Audit and IRC 

The final audit report concluded that $793,165 in salaries and benefits were unallowable, 
because “the district did not provide documentation supporting the validity of the distribution 
made to the mandate.”48  The Controller maintains that San Mateo “was unable to support that 
salary costs claimed for several employees were directly attributable to the mandate.”  The 
Controller argues that San Mateo did not provide any documentation showing that the disallowed 
employees were tasked to the mandated activities.  The Controller further maintains that it has 
calculated an appropriate benefit rate to apply to San Mateo’s claim.     

The audit report also disallowed $41,375 in “other outgoing expenses,” finding that “the district 
did not provide any documentation supporting the validity of the costs claimed.”49  Additionally, 
the audit report concluded that “the district improperly applied its claimed indirect cost rate to 
costs beyond those approved by the U.S. Department of Health and Human Services,” and thus 
“overstated indirect costs by $112,243.”50  And finally, by claiming health fees received rather 
than health fees collectible, the Controller concluded that San Mateo “understated offsetting 
health fee revenues by $70,603.”51  Finally, the Controller argues that the statute of limitations 
for audits under section 17558.5 permitted the Controller to audit fiscal years 1999-2000 and 
2000-2001.52 

San Bernardino Audit and IRC 

The final audit report concluded that San Bernardino “overstated health services costs by 
$103,128 for the audit period…because the services were not provided in FY 1986-87.”53  The 
Controller also concluded that “[t]he district overstated service and supply costs by $75,670 
because it claimed ineligible athletic insurance costs of $72,554 and did not support costs of 
$3,116.”54   In addition, the Controller concluded that San Bernardino overstated indirect costs 
by $281,494, because the district “claimed indirect costs based on an indirect cost rate proposal 
prepared for each year by an outside consultant…[and] did not obtain federal approval for its 
rate.”55  And finally, the Controller concluded that San Bernardino “understated authorized 

46 Exhibit B, San Bernardino IRC, at pp. 20-22. 
47 Exhibit B, San Bernardino IRC, at pp. 23-27. 
48 Exhibit A, San Mateo IRC, at p. 52. 
49 Exhibit A, San Mateo IRC, at p. 54. 
50 Exhibit A, San Mateo IRC, at p. 54. 
51 Exhibit A, San Mateo IRC, at pp. 56-58. 
52 Exhibit C, Controller’s Comments on San Mateo IRC, at pp. 1-3. 
53 Exhibit B, San Bernardino IRC, at p. 53. 
54 Exhibit B, San Bernardino IRC, at p. 55. 
55 Exhibit B, San Bernardino IRC, at pp. 55-57. 
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health fee revenue by $150,031” by claiming “actual rather than authorized health fee 
revenues.”56   

III. Discussion 
Government Code section 17561(b) authorizes the Controller to audit the claims filed by local 
agencies and school districts and to reduce any claim for reimbursement of state mandated costs 
that the Controller determines is excessive or unreasonable.  Government Code  
section 12410 further requires the Controller to: 

[S]uperintend the fiscal concerns of the state.  The Controller shall audit all claims 
against the state, and may audit the disbursement of any state money, for 
correctness, legality, and for sufficient provisions of law for payment.   

Although the Controller’s Office is required to follow the parameters and guidelines when 
auditing a claim for mandate reimbursement, the Controller has broad discretion in its audit and 
determination of what is properly reimbursable. Government Code section 12410 provides in 
relevant part:  

Whenever, in [the Controller’s] opinion, the audit provided for by [Government 
Code section 925 et seq.] is not adequate, the Controller may make such field or 
other audit of any claim or disbursement of state money as may be appropriate to 
such determination.  (Italics added.) 

Government Code Section 17551(d) requires the Commission to hear and decide a claim that the 
Controller has incorrectly reduced payments to the local agency or school district.  If the 
Commission determines that a reimbursement claim has been incorrectly reduced, section 1185.7 
of the Commission’s regulations requires the Commission to send the statement of decision to 
the Controller and request that the costs in the claim be reinstated. 

The Commission must determine in this case whether the Controller’s audit decisions were 
arbitrary, capricious, or entirely lacking in evidentiary support.  This standard is similar to the 
standard used by the courts when reviewing an alleged abuse of discretion of a state agency.57  
Under this standard, the courts have found that: 

When reviewing the exercise of discretion, “[t]he scope of review is limited, out 
of deference to the agency’s authority and presumed expertise:  ‘The court may 
not reweigh the evidence or substitute its judgment for that of the agency. 
[Citation.]’” ... “In general ... the inquiry is limited to whether the decision was 
arbitrary, capricious, or entirely lacking in evidentiary support. . . .” [Citations.] 
When making that inquiry, the “ ‘ “court must ensure that an agency has 
adequately considered all relevant factors, and has demonstrated a rational 
connection between those factors, the choice made, and the purposes of the 
enabling statute.” [Citation.]’ ”58 

56 Exhibit B, San Bernardino IRC, at p. 57. 
57 Johnston v. Sonoma County Agricultural (2002) 100 Cal.App.4th 973, 983-984.  See also 
American Bd. of Cosmetic Surgery, Inc. v. Medical Bd. of California (2008) 162 Cal.App.4th 
534, 547. 
58 American Bd. of Cosmetic Surgery, Inc, supra, 162 Cal.App.4th at pgs. 547-548. 
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The Commission must review the Controller’s audit in light of the fact that the initial burden of 
providing evidence for a claim of reimbursement lies with the claimant. 59  As more fully 
discussed in the analysis below, the parameters and guidelines governing these reimbursement 
claims require that costs claimed be supported by documentation maintained by the claimant.   

In addition, the Commission must review questions of law de novo, without consideration of 
conclusions made by the Controller in the context of an audit.  The Commission is vested with 
exclusive authority to adjudicate disputes over the existence of state-mandated programs within 
the meaning of article XIII B, section 6.60  The Commission must also interpret the Government 
Code and implementing regulations in accordance with the broader constitutional and statutory 
scheme.  In making its decisions, the Commission must strictly construe article XIII B, section 6 
and not apply it as an “equitable remedy to cure the perceived unfairness resulting from political 
decisions on funding priorities.”61 

A. Statute of Limitations Applicable to Audits of Mandate Reimbursement Claims 
San Mateo asserts that the statute of limitations applicable to audits of mandate reimbursement 
claims bars the Controller’s audits of the claims filed for fiscal years 1999-2000 and 2000-2001.  
San Mateo disputes also the document retention requirements asserted by the Controller, which 
are based on the period during which claims are subject to audit. 

1. The audit of community college district claims beginning in 1999-2000 is not barred 
by the statute of limitations found in Government Code section 17558.5. 

San Mateo asserts that “the first two years of the three claim years audited, fiscal years 1999-00 
and 2000-01, were beyond the statute of limitations for an audit when the Controller issued its 
audit report on January 7, 2005.”62  San Mateo cites Government Code section 17558.5, as added 
by Statutes 1995, chapter 945 (operative July 1, 1996), which provides that a reimbursement 
claim “is subject to audit by the Controller no later than two years after the end of the calendar 
year in which the reimbursement claim is filed or last amended.”63  San Mateo contends that the 
relevant periods for which those claims would be subject to audit expired as of December 31, 
2003 for the 1999-2000 reimbursement claim, filed January 10, 2001; and December 31, 2004 
for the 2000-2001 reimbursement claim, filed January 10, 2002.  San Mateo reasons that the 
January 7, 2005 audit report was completed outside the period subject to audit. 

The Controller argues that San Mateo’s conclusion “is based on an erroneous interpretation that 
attempts to rewrite that section, adding a deadline for completion of the audit where none 
exists.”64  The Controller argues that section 17558.5 does not require an audit to be completed 

59 Gilbert v. City of Sunnyvale (2005) 130 Cal.App.4th 1264, 1274-1275. 
60 Kinlaw v. State of California (1991) 54 Cal.3d 326, 331-334; Government Code sections 
17551, 17552. 
61 County of Sonoma, supra, 84 Cal.App.4th 1264, 1280, citing City of San Jose v. State of 
California (1996) 45 Cal.App.4th 1802, 1817. 
62 Exhibit A, San Mateo IRC, at pp. 23-24. 
63 Government Code section 17558.5 (Stats. 1995, ch. 945 (SB 11)); Exhibit A, San Mateo IRC, 
at p. 25. 
64 Exhibit C, Controller’s Comments on San Mateo IRC, at p. 2. 
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within two years; “subject to audit,” the Controller holds, means subject to initiation of an audit.  
The Controller asserts that the audit in this case was initiated as of the entrance conference 
conducted on January 2, 2003, “well before the earliest deadline [cited by San Mateo] of 
December 31, 2003.”65   

In addition, the Controller argues that Government Code section 17558.5, as amended by 
Statutes 2002, chapter 1128 (AB 2834), provides the proper statute of limitations, because 
“[u]nless a statute expressly provides to the contrary, any enlargement of a statute of limitations 
provision applies to matters pending but not already barred.”  The Controller reasons that the 
amendment made by AB 2834 would be effective January 1, 2003, and even under San Mateo’s 
interpretation the earliest claim (fiscal year 1999-2000) would not have been barred until 
December 31, 2003.  Therefore the expanded statute of limitations is applicable, providing that a 
reimbursement claim “is subject to the initiation of an audit by the Controller no later than three 
years after the date that the actual reimbursement claim is filed or last amended.”66  Therefore, 
because the 2003 version of section 17558.5 would require an audit to be initiated “not later 
than” January 10, 2004 (three years after the earlier claim was filed), and the audit in issue was 
initiated January 2, 2003, the statute of limitations does not bar the audit. 

The Controller’s analysis is persuasive; the courts have long held that “[a]n agency interpretation 
of the meaning and legal effect of a statute is entitled to consideration and respect by the 
courts;”67 and here, the Commission owes to the Controller the same consideration and respect, 
with regard to the statute of limitations applicable to audits.  The audits of reimbursement claims 
filed January 10, 2001 and January 10, 2002, respectively, were initiated “no later than January 
2, 2003, when the entrance conference was held.”68  Based only upon the plain language of the 
former section, the reimbursement claims in issue would be “subject to audit” until the end of the 
calendar year 2003, for a claim filed in January of 2001.  The only reading of these facts and of 
section 17558.5 that could bar the subject audits would be to hold that section 17558.5 requires 
an audit to be completed within two years, in which case the final audit report issued  
January 7, 2005 would be barred.  This is the interpretation urged by San Mateo, but this reading 
of the code is not supported.  The later amendment to the code section (2002) clarifies that 
claims are subject to “the initiation of an audit” within a specified time,69 and there is no reason 
to interpret the prior version of the code differently.  Neither is there any evidence in the record 
to support departing from the interpretation of the Controller.   

Based on the foregoing, the Commission finds that the audit of San Mateo’s reimbursement 
claims is not barred by the statute of limitations.    

2. Document retention requirements cited by the Controller are consistent with the 
parameters and guidelines, and are not dependent on the period subject to audit. 

65 Exhibit C, Controller’s Comments on San Mateo IRC, at p. 3. 
66 Government Code section 17558.5 (Stats. 2002, ch. 1128 (AB 2834)). 
67 Yamaha Corp. of America v. State Bd. of Equalization, (1998) 19 Cal.4th 1. 
68 Exhibit C, Controller’s Comments on San Mateo IRC, at p. 3. 
69 Government Code section 17558.5 (Stats. 2002, ch. 1128 (AB 2834)). 
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San Mateo asserts, with respect to the disallowance of employee salaries and benefits, discussed 
below under section D, that “[o]ne of the stated reasons for the disallowance was that claimants 
must retain source documentation on file ‘for a period of no less than three years from the date of 
the final payment of the claim.’”  San Mateo argues that “[n]o legal citation was provided for this 
assertion.”70 

The Controller counters that document retention was not a stated reason for the disallowance of 
costs.71  However, the Controller also points to the parameters and guidelines of the Health Fee 
Elimination mandate, which state: 

For auditing purposes, all costs claimed must be traceable to source documents 
and/or worksheets that show evidence of the validity of such costs…These 
documents must be kept on file by the agency submitting the claim for a period of 
no less than three years from the date of the final payment of the claim pursuant 
to this mandate, and made available on the request of the State Controller or his 
agent. 

The Commission’s current regulations state that parameters and guidelines must include a 
statement that documents are to be retained during the period subject to audit.72  Accordingly, 
the most recent amendment to the parameters and guidelines for the Health Fee Elimination 
mandate provides that “[a]ll documents used to support the reimbursable activities, as described 
in Section V, must be retained during the period subject to audit.”73  The regulation, and the 
boilerplate changes, are consistent with the parameters and guidelines here; although the cited 
language above does not reference the period subject to audit, it does require retention of 
documents for three years after payment of the claim, which coincides with the period subject to 
audit under section 17558.5, as amended by Statutes 2002, chapter 1128 (AB 2834), cited above.  
San Mateo’s assertion that the document retention period “appears to be a ministerial preference 
of the Controller’s” is clearly in error.74 

Based on the foregoing, the Commission finds that source documents are required to be retained 
for a minimum of three years after final payment of the claim. 

B. Understated Offsetting Revenues: Clovis Unified and the Health Fee Rule 
The Controller reduced the reimbursement claims filed by San Mateo by $13,175 for fiscal year 
1999-2000, and $57,428 for fiscal year 2001-2002.75  San Bernardino’s reimbursement claims 
were similarly reduced, by $97,642 for fiscal year 2000-2001, and $52,389 for fiscal year 2001-
2002.76  These reductions were made on the basis of the fee authority available to the districts, 

70 Exhibit A, San Mateo IRC, at p. 13. 
71 Exhibit C, Controller’s Comments on San Mateo IRC, at p. 15. 
72 Code of Regulations, title 2, section 1183.1 (Register 2005, No. 36). 
73 Exhibit X, Health Fee Elimination Parameters and Guidelines, as amended 1/29/10. 
74 Exhibit A, San Mateo IRC, at p. 12. 
75 Exhibit A, San Mateo IRC, at p. 56. 
76 Exhibit B, San Bernardino IRC, at p. 57. 
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multiplied by the number of students subject to the fee, less any amount of offsetting revenue 
claimed. 

Both San Mateo and San Bernardino disputed the Controller’s findings that offsetting revenues 
from student health fees had been understated in the relevant claim years.  Both districts argued 
that the parameters and guidelines only require a claimant to declare offsetting revenues that the 
claimant “experiences,” and that while the fee amount that districts were authorized to impose 
may have increased for the applicable period, nothing in the Education Code made the increase 
of those fees mandatory.  The claimants argue that the issue is the difference between fees 
collected and fees collectible.77 

After the districts filed their IRCs, the Third District Court of Appeal issued its opinion in Clovis 
Unified, which specifically addressed the Controller’s practice of reducing claims of community 
college districts by the maximum fee amount that districts are statutorily authorized to charge 
students, whether or not a district chooses to charge its students those fees.  As cited by the court, 
the Health Fee Rule states in pertinent part: 

Eligible claimants will be reimbursed for health service costs at the level of 
service provided in the 1986/87 fiscal year.  The reimbursement will be reduced 
by the amount of student health fees authorized per the Education Code  
[section] 76355.78  (Underline in original.) 

The Health Fee Rule relies on Education Code section 76355(a), which provides in relevant part: 

(a)(1) The governing board of a district maintaining a community college may 
require community college students to pay a fee in the total amount of not more 
than ten dollars ($10) for each semester, seven dollars ($7) for summer school, 
seven dollars ($7) for each intersession of at least four weeks, or seven dollars 
($7) for each quarter for health supervision and services, including direct or 
indirect medical and hospitalization services, or the operation of a student health 
center or centers, or both.   

(a)(2) The governing board of each community college district may increase [the 
health service fee] by the same percentage increase as the Implicit Price Deflator 
for State and Local Government Purchase of Goods and Services.  Whenever that 
calculation produces an increase of one dollar ($1) above the existing fee, the fee 
may be increased by one dollar ($1).   

Pursuant to the plain language of Education Code section 76355(a)(2), the fee authority given to 
districts automatically increases at the same rate as the Implicit Price Deflator; when that 
calculation produces an increase of one dollar above the existing fee, the fee may be increased by 
one dollar.79  Both San Mateo and San Bernardino argue that the actual increase of the fee 

77 Exhibit A, San Mateo IRC, at pp. 20-23; Exhibit B, San Bernardino IRC, at pp. 23-27. 
78 Clovis Unified School Dist. v. Chiang, supra, 188 Cal.App.4th at page 811. 
79 See Education Code section 76355 (Stats. 1995, ch. 758 (AB 446)).  The Implicit Price 
Deflator for State and Local Purchase of Goods and Services is a number computed annually 
(and quarterly) by the United States Department of Commerce as part of its statistical series on 

26 
Health Fee Elimination, 05-4206-I-04 and 05-4206-I-08 

Draft Staff Analysis and Proposed Statement of Decision 

                                                 

723



imposed upon students requires action of the community college district governing board,80 and 
that “the issue is one of student health fees revenue actually received, rather than student health 
fees which might be collected.”81  But the authority to impose the fee increases without any 
legislative action by a community college district, or any other entity (state or local), and the 
court in Clovis Unified upheld the Controller’s use of the Health Fee Rule to reduce 
reimbursement claims based on the fees districts are authorized to charge.  In making its decision 
the court notes that the concept underlying the state mandates process that Government Code 
sections 17514 and 17556(d) embody is: 

To the extent a local agency or school district “has the authority” to charge for the 
mandated program or increased level of service, that charge cannot be recovered 
as a state-mandated cost.82  

The court also notes that, “this basic principle flows from common sense as well.  As the 
Controller succinctly puts it, ‘Claimants can choose not to require these fees, but not at the 
state’s expense.’”83  Additionally, in responding to the community college districts’ argument 
that, “since the Health Fee Rule is a claiming instruction, its validity must be determined solely 
through the Commission’s P&G’s.”84  The court held: 

To accept this argument, though, we would have to ignore, and so would the 
Controller, the fundamental legal principles underlying state-mandated costs.  We 
conclude the Health Fee Rule is valid.85  (Italics added.) 

Thus, pursuant to the court’s decision in Clovis Unified, the Health Fee Rule used by the 
Controller to adjust reimbursement claims filed by the Districts for the Health Fee Elimination 
program is valid.  The Commission is bound by the court’s decision in Clovis Unified, and bound 
to apply the Health Fee Rule set forth by the court.   

Based on the foregoing the Commission finds that the Controller’s reduction of reimbursement 
to the extent of the fee authority found in Education Code section 76355 was not arbitrary, 
capricious, or entirely lacking in evidentiary support. 

C. Application of an Indirect Cost Rate Proposal 
The Controller reduced indirect costs claimed by San Mateo by $30,417 for fiscal year 1999-
2000, $32,728 for fiscal year 2000-2001, and $49,098 for fiscal year 2001-2002, on grounds that 
the indirect cost rate was applied to direct costs beyond the scope of the distribution base 

measuring national income and product, and is used to adjust government expenditure data for 
the effect of inflation.   
80 Exhibit A, San Mateo IRC, at p. 69.  See also Exhibit B, San Bernardino IRC, at pp. 25-27.  
81 Exhibit A, San Mateo IRC, at pp. 22-23; Exhibit B, San Bernardino IRC, at pp. 26-27. 
82 Clovis Unified School Dist. v. Chiang, supra, 188 Cal.App.4th at page 812. 
83 Ibid. 
84 Ibid. (Original italics.) 
85 Clovis Unified School Dist. v. Chiang, supra, 188 Cal.App.4th at page 812. 
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employed to develop the rate.86  The Controller also reduced the indirect costs claimed by  
San Bernardino by $122,795 for fiscal year 2001-2002, and $158,699 for fiscal year 2002-2003, 
on grounds that San Bernardino did not utilize a federally approved indirect cost rate.87   

The districts dispute the Controller’s findings that the indirect cost rate proposal was incorrectly 
applied, and was required to be federally approved, charging that the Controller’s conclusions 
were without basis in the law. 

1. The parameters and guidelines expressly reference the Controller’s claiming 
instructions, which in turn provide for an indirect cost rate to be developed in 
accordance with federal OMB guidelines.  

Both districts argue that claimants are not required to adhere to the claiming instructions.88  In 
addition, San Bernardino argues that “[n]either state law nor the parameters and guidelines made 
compliance with the Controller’s claiming instructions a condition of reimbursement.”89  The 
districts’ argument is unsound: the parameters and guidelines plainly state that “indirect costs 
may be claimed in the manner described by the State Controller.”  The districts argue that the 
word “may” is permissive, and that therefore the parameters and guidelines do not require that 
indirect costs be claimed in the manner described by the Controller.90  The interpretation that is 
consistent with the plain language of the parameters and guidelines is that “indirect costs may be 
claimed,” or may not, but if a claimant chooses to claim indirect costs, the claimant must adhere 
to the Controller’s claiming instructions.  This interpretation is urged by the Controller.91  

The claiming instructions specific to the Health Fee Elimination mandate, included in the 
submissions of both claimants and of the Controller,92 do not discuss specific rules or guidelines 
for claiming indirect costs with respect to this mandate.  However, the School Mandated Cost 
Manual93 provides general instructions for school districts and community college districts 
seeking to claim indirect costs, and those instructions provide guidance to claimants for all 
mandates, absent specific provision to the contrary.  More recently the manuals for school 
districts and community college districts have been printed separately, and therefore both the 
general instructions, and the instructions specific to the Health Fee Elimination Mandate, are 
now provided in the Mandated Cost Manual for Community Colleges, available on the 

86 Exhibit A, San Mateo IRC, at p. 55. 
87 Exhibit B, San Bernardino IRC, at p. 56. 
88 Exhibit A, San Mateo IRC, at pp. 16-17; Exhibit B, San Bernardino IRC, at pp. 21-22. 
89 Exhibit B, San Bernardino IRC, at p. 22. 
90 See Exhibit A, San Mateo IRC, at pp. 16-17; Exhibit B, San Bernardino IRC, at pp. 21-22. 
91 See, e.g., Exhibit D, Controller’s Comments on San Bernardino IRC, at pp. 20-21.  
92 Exhibit A, San Mateo IRC, at pp. 40-42; Exhibit B, San Bernardino IRC, at pp. 40-42; Exhibit 
C, Controller’s Comments on San Mateo IRC, at pp. 35-46; Exhibit D, Controller’s Comments 
on San Bernardino IRC, at pp. 34-45. 
93 Exhibit C, Controller’s Comments on San Mateo IRC, at pp. 30-33; Exhibit D, Controller’s 
Comments on San Bernardino IRC, at pp. 29-32. 
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Controller’s web site.94  The Mandated Cost Manual contains general instructions for claiming 
under all mandates, with the suggestion that claimants refer to the parameters and guidelines and 
specific claiming instructions, as follows:  

This manual is issued to assist claimants in preparing mandated cost claims for 
submission to the State Controller’s Office (SCO). The information contained in 
this manual is based on the State of California’s statutes, regulations, and the 
parameters and guidelines (P’s & G’s) adopted by the Commission on State 
Mandates (CSM). Since each mandate is unique, it is imperative that claimants 
refer to the claiming instructions and P’s & G’s of each program for updated 
data on established policies, procedures, eligible reimbursable activities, and 
revised forms.95   

The Controller submitted copies of the Mandated Cost Manual addressing indirect cost rates, 
revised September 2002, in response to both IRCs.96  The Controller also submitted an excerpt of 
the School Mandated Cost Manual revised September 1997, which contained the program-
specific instructions for the Health Fee Elimination Mandate.97  This last suggests that all 
community college claiming instructions were, at or near the relevant time period, published in 
the School Mandated Cost Manual; certainly the current Community College Mandated Cost 
Manual includes claiming instructions for all programs.98  Therefore, the reference in the 
parameters and guidelines to the Controller’s claiming instructions necessarily includes the 
general provisions of the School Mandated Cost Manual, and the manual provides ample notice 
to claimants as to how they may properly claim indirect costs.  San Bernardino’s assertion that 
“[n]either State law or the parameters and guidelines made compliance with the Controller’s 
claiming instructions a condition of reimbursement” is therefore clearly in error.99 

Both districts also argue that because the claiming instructions “were never adopted as law, or 
regulations pursuant to the Administrative Procedure Act, the claiming instructions are merely a 
statement of the ministerial interests of the Controller and not law.”100  In Clovis Unified, 
discussed above, the Controller’s contemporaneous source document rule, or CSDR, was held to 
be an unenforceable underground regulation because it was applied generally against school 
districts and had never been adopted as a regulation under the APA.101  Here, the districts imply 
the same fault in the claiming instructions with respect to indirect cost rates.  But the distinction 

94 See, e.g., Exhibit X, Community College Mandated Cost Manual General Instructions Revised 
0712 
95 Exhibit X, Community College Mandated Cost Manual Foreword. 
96 Exhibit C, SCO Comments on San Mateo IRC, at pp. 30-33; Exhibit D, SCO Comments on 
San Bernardino IRC, at pp. 29-32. 
97 Exhibit C, SCO Comments on San Mateo IRC, at pp. 35-46; Exhibit D, SCO Comments on 
San Bernardino IRC, at pp. 34-45.  
98 Available at: http://www.sco.ca.gov/Files-ARD-Local/Manuals/ccd_1112_print.pdf 
99 Exhibit B, San Bernardino IRC, at p. 22. 
100 See, e.g., Exhibit A, San Mateo IRC, at p. 16. 
101 Clovis Unified, supra, 188 Cal.App.4th, at p. 807. 
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is that here the parameters and guidelines, which were duly adopted at a Commission hearing, 
require compliance with the claiming instructions.     

2. San Mateo did not comply with the requirements of the claiming instructions in 
developing and applying its indirect cost rate, but a minimum 7 percent indirect 
cost rate is provided if a claimant cannot support a greater amount; therefore 
reduction to zero for indirect costs, to the extent direct costs were allowed, was 
arbitrary, capricious, or entirely lacking in evidentiary support. 

In its audit of San Mateo’s reimbursement claims for the period of July 1, 1999 through  
June 30, 2002, the Controller concluded that San Mateo “improperly applied its claimed indirect 
cost rate to costs beyond those approved by the U.S. Department of Health and Human 
Services.”  The Controller concluded that the indirect cost rate was approved using “a base 
consisting of ‘Direct Salaries and Wages including all fringe benefits,’” but improperly applied, 
the Controller asserts, to “direct services and supplies, other operating expenses, and capital 
outlay costs.102  San Mateo counters that federal approval of an indirect cost rate proposal is 
merely a “ministerial preference,” and not based on any requirement in law.103  San Mateo 
asserts that the Controller accepted its 30 percent indirect cost rate but “did not accept 
application of the rate to costs other than salary and benefits because the rate was calculated 
using only salary and benefit costs.”104  The Controller asserts that “if the district wishes to apply 
its indirect cost rate to a distribution base other than salaries and wages, the district’s approved 
A-21 rate must be based on modified total direct costs.”105  San Mateo asserts that “no 
accounting rationale or legal basis for this peculiar conclusion is provided by the Controller,”106 
despite having sought to employ a federally approved rate, evidence of which is included in the 
Controller’s comments on the IRC.107 

Moreover, San Mateo argues that “cost accounting principles allow indirect cost rates to be 
established based on a variety of bases…without regard for the scope of the distribution base 
except that the source of the rate has to be representative of the ‘distribution base.’”108  In other 
words, an indirect cost rate does not necessarily have to be developed on the basis of the same 
direct costs to which it will be applied, as long as the basis is “representative of” the direct costs 
to which it will be applied.  But San Mateo has provided no evidence in the record to show that 
the basis of the rate is representative of the distribution base.  San Mateo denies the existence and 
validity of the requirements asserted by the Controller, but then fails to demonstrate that it has 
met even the requirements that it asserts arise from “cost accounting principles.” 

As discussed above, the claiming instructions referenced in the parameters and guidelines 
provide guidance for the claimants and the state with respect to indirect cost rates; those 

102 Exhibit A, San Mateo IRC, at pp. 54-55.  
103 Exhibit A, San Mateo IRC, at p. 16. 
104 Exhibit A, San Mateo IRC, at pp. 14-15. 
105 Exhibit A, San Mateo IRC, at p. 56. 
106 Exhibit A, San Mateo IRC, at pp. 15-16. 
107 Exhibit C, Controller’s Comments on San Mateo IRC, at pp. 62-63.  
108 Exhibit A, San Mateo IRC, at pp. 16-17. 
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instructions reveal that while federal approval of an indirect cost rate is not strictly required, it is 
one of two options for developing an indirect cost rate.  The claiming instructions provide, in 
pertinent part: 

A college has the option of using a federally approved rate, utilizing the cost 
accounting principles from Office of Management and Budget Circular A-21 
“Cost Principles for Educational Institutions,” or the Controller's methodology 
outlined in the following paragraphs. If the federal rate is used, it must be from 
the same fiscal year in which the costs were incurred.109  

The plain language of the above-cited paragraph provides that either a district can use a federally 
approved rate, incorporating the accounting principles of the OMB Circular A-21; or, the district 
can use the alternative state procedure.  The claiming instructions also provide a third option for 
claiming: a flat rate of 7% if a claimant cannot support a higher rate.110   

The OMB Circular A-21, an excerpt of which the Controller submitted along with its comments 
on San Mateo’s IRC, provides two options for the development of an indirect cost rate for 
facilities and administrative costs (referred to as F&A in the text).  The first option is a simplified 
rate based on “salaries and wages,” and the second is labeled a “modified total direct cost base.”  
The OMB Circular provides that a salaries and wages base rate, developed in accordance with 
the steps described, is to be applied “to direct salaries and wages for individual agreements to 
determine the amount of F&A costs allocable to such agreements.”111  A modified total direct 
cost base rate, developed in accordance with the OMB guidelines, is to be applied to the 
modified total direct costs.  Applying these guidelines by analogy to state mandates, rather than 
federal programs, an indirect cost rate developed on the basis of salaries and wages should be 
applied to salaries and wages only, while an indirect cost rate developed on the basis of all direct 
and indirect costs could be applied more broadly.  This is consistent with the interpretation urged 
by the Controller, and is a reasonable reading of the OMB requirements. 

Based on the foregoing, the Commission finds that San Mateo’s application of the indirect cost 
rate to direct costs other than salaries and wages for the mandated activities was inconsistent 
with the parameters and guidelines and the claiming instructions.   

In its audit of San Mateo’s claim, the Controller reduced indirect costs claimed by a total of 
$112,243 for the three audit years, finding that the district “improperly applied the indirect cost 
rate to direct services and supplies, other operating expenses, and capital outlay costs.”112  As 
discussed above, San Mateo was required, if it chose to utilize a federally approved rate, to apply 
that rate consistently with the manner in which the rate was developed, and San Mateo did not do 
so.  Consequently, a reduction in reimbursement was called for. 

However, a claimant is still entitled to some amount of indirect costs, and a failure to correctly 
apply an indirect cost rate does not require an adjustment to zero.  It appears from the record that 
indirect costs for services and supplies, other operating expenses, and capital outlay costs were 

109 Exhibit C, Controller’s Comments on San Mateo IRC, at p. 30. 
110 Exhibit C, Controller’s Comments on San Mateo IRC, at p. 31. 
111 Exhibit C, Controller’s Comments on San Mateo IRC, at p. 59. 
112 Exhibit C, Controller’s Comments on San Mateo IRC, at p. 18. 
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disallowed entirely.113  To the extent that direct costs for these items were allowed, the claimant 
should have also been permitted to claim some amount of indirect costs.  As noted above, the 
claiming instructions provide for a default 7 percent rate for indirect costs when a claimant is 
unable to substantiate a higher rate.  What, if any, information was available to substantiate a 
higher rate is unknown.   

Based on the foregoing, the Commission finds that the Controller’s reduction to zero of 
allowable indirect costs was arbitrary, capricious, or entirely lacking in evidentiary support; a 
minimum 7 percent indirect cost rate should have been allowed, but if the Controller has 
sufficient information to support a higher indirect cost rate by applying the alternate state 
procedure, the Controller should apply a reasonable and fair indirect cost rate calculated 
consistently with the Controller’s claiming instructions. 

3. San Bernardino did not comply with the requirements of the claiming instructions in 
developing and applying its indirect cost rates. 

In the audit of San Bernardino’s reimbursement claims for the period of July 1, 2001 through 
June 30, 2003, the Controller concluded that the district’s claimed indirect costs were based on a 
rate not federally approved, and that the costs were highly disproportionate to the Controller’s 
calculations.  San Bernardino claimed indirect costs of $210,961 for fiscal year 2001-2002, 
against direct costs of $467,227; and $249,766 for fiscal year 2002-2003, against direct costs of 
$522,176.  Those claimed costs represent indirect costs at a rate of approximately 45 percent for 
2001-2002 and 48 percent for 2002-2003.  The Controller reduced the claimed indirect costs to 
$88,166 (an 18.87% rate) for fiscal year 2001-2002 and $91,067 (a 17.44% rate) for fiscal year 
2002-2003. 

The Controller maintains that the claiming instructions required the district to use either a 
federally approved rate “prepared in accordance with OMB Circular A-21, or the SCO’s 
alternate methodology using Form FAM-29C.”114  The Controller argues that the district claimed 
its indirect costs “based on an indirect cost rate proposal (ICRP) prepared for each fiscal year by 
an outside consultant using OMB Circular simplified indirect cost rate methodology.”  The 
Controller continues: “However, the district did not obtain federal approval for its rate.”  The 
Controller then calculated indirect cost rates using the alternative method allowed by the 
claiming instructions, and found that “the calculated indirect cost rates did not support the 
indirect cost rates claimed.”115   

San Bernardino counters that “there is no requirement in law that the claimant’s indirect cost rate 
must be ‘federally’ approved,” and that “[n]o particular indirect cost rate calculation is required 
by law.”  San Bernardino argues that the Controller’s claiming instructions “were never adopted 
as law, or regulations pursuant to the Administrative Procedure Act,” and are therefore “merely a 
statement of the ministerial interests of the Controller and not law.”116  As discussed above, the 
Commission’s duly adopted parameters and guidelines require compliance with the Controller’s 

113 Exhibit A, San Mateo IRC, at p. 55. 
114 Exhibit B, San Bernardino IRC, at pp. 55-56. 
115 Exhibit B, San Bernardino IRC, at p. 55. 
116 Exhibit B, San Bernardino IRC, at pp. 20-21. 
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claiming instructions; the parameters and guidelines incorporate the claiming instructions by 
reference, and the claiming instructions are therefore presumed to be valid and enforceable. 

San Bernardino stands on its assertion that there is no requirement that a rate be federally 
approved, arguing that “the District has computed its ICRPs utilizing cost accounting principles 
from the Office of Management and Budget Circular A-21, and the Controller has disallowed it 
without a determination of whether the product of the District's calculation would, or would not, 
be excessive, unreasonable, or inconsistent with cost accounting principles.”117   

As discussed above, the claiming instructions provide guidance for both the state and the 
claimants, and the instructions reveal that while federal approval of an indirect cost rate is not 
strictly required, it is an element of one of two options for developing an indirect cost rate.  
There is no third option in the claiming instructions to develop an indirect cost rate in accordance 
with the OMB Circular principles but then decline to seek federal approval. 

San Bernardino asserts that “[n]either the Commission nor the Controller has ever specified the 
federal agencies which have the authority to approve indirect cost rates.”118  However, the OMB 
Circular A-21, which San Bernardino claims to have followed, states that “[c]ost negotiation 
cognizance is assigned to the Department of Health and Human Services…[or the Department of 
Defense, depending on which provides more funding to the educational agency]…In cases where 
neither HHS or DOD provides Federal funding to an educational institution, the cognizant 
agency assignment shall default to HHS.”119  Therefore, while the Commission and the 
Controller may not have directly identified the responsible agency, the OMB guidelines clearly 
direct claimants to HHS for approval of their federally recognized rates. 

Based on the foregoing, San Bernardino’s application of an indirect cost rate prepared without 
federal approval was inconsistent with the parameters and guidelines and the claiming 
instructions. 

In its audit of San Bernardino’s reimbursement claim, the Controller, concluding that the rate 
was not approved, and therefore not supported consistently with the parameters and guidelines 
and the claiming instructions, recalculated the indirect cost rate using the alternative state 
procedure, the “FAM-29C method,” outlined in the School Mandated Cost Manual.120   
San Bernardino asserts that the difference between its claimed rate and the audited rate is “the 
determination of which of those cost elements are direct costs and which are indirect costs.”   
San Bernardino continues, “[i]ndeed, federally ‘approved’ rates which the Controller will accept 
without further action, are ‘negotiated’ rates calculated by the district and submitted for 
approval, indicating that the process is not an exact science, but a determination of the relevance 
and reasonableness of the cost allocation assumptions made for the method used.”121  San 
Bernardino argues that the Controller “made no determination as to whether the method used by 
the District was reasonable, but, merely substituted its FAM-29C method for the method 

117 Exhibit B, San Bernardino IRC, at p. 22. 
118 Exhibit B, San Bernardino IRC, at p. 20. 
119 Exhibit C, Controller’s Comments on San Mateo IRC, at p. 59 [emphasis added]. 
120 See Exhibit D, Controller’s Comments on San Bernardino IRC, at p. 29. 
121 Exhibit B, San Bernardino IRC, at p. 21. 
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reported by the District.”  San Bernardino also argues that the Controller’s decision to recalculate 
indirect costs by its own method “is an arbitrary choice of the Controller, not a ‘finding’ 
enforceable by fact or law.”122  

Note that the claiming instructions also provide for a default indirect cost rate:  “The claimant 
has the option of using a 7% or a higher expense percentage is allowable if the college can 
support its allocation basis.”123  The Controller did not seek to reduce San Bernardino’s claim of 
indirect costs to 7 percent, as would appear to be valid and enforceable, given the district’s 
failure to support a higher rate.  Rather, the Controller recalculated the indirect cost rate pursuant 
to the state procedure outlined in the claiming instructions (the FAM-29C method), resulting in a 
more generous indirect cost rate than the 7 percent default.  San Bernardino argues that this 
substitution of methods was arbitrary.  But, based on the above analysis, San Bernardino failed to 
comply with the requirements of the claiming instructions with respect to the OMB method of 
calculating indirect cost rates.  San Bernardino also concedes that the difference between the 
claimed and audited methods turns on what costs are considered direct or indirect, and that “the 
process is not an exact science.”  San Bernardino does not assert that the rate calculated was 
arbitrary; only that it was arbitrary to substitute the state method outlined in the claiming 
instructions for the claimant’s preferred but incorrectly executed method. 

The Commission does not have evidence in the record suggesting a finding that the Controller’s 
reductions to San Bernardino’s claim were unreasonable; the determination of which costs are 
direct and which are indirect is not sufficiently explained in the record, nor are any specific 
delineations made.  Based on the foregoing, the Commission finds that the Controller’s reduction 
was based on an alternative method authorized by the claiming instructions for calculating 
indirect costs, and is therefore not arbitrary, capricious, or entirely lacking in evidentiary support. 

D. Disallowance of Salaries and Application of Audited Benefit Rates 
The Controller reduced the reimbursement claims filed by San Mateo for salaries and benefits by 
$281,607 for fiscal year 1999-2000, $246,609 for fiscal year 2000-2001, and $264,949 for fiscal 
year 2001-2002, on grounds that “the district did not provide documentation supporting the 
validity of the distribution made to the mandate.”124 

San Mateo disputes the Controller’s disallowance of certain employee salaries and the 
application of an “audited” benefit rate to the remaining employees, based on the Controller’s 
conclusion that San Mateo did not adequately support the claimed costs.   

1. The Controller’s documentation requirements must be consistent with the 
parameters and guidelines, and must be applied consistently, in order to be 
enforceable:  the disallowance of salaries and benefits was arbitrary, in light of 
other costs allowed based on the same or similar documentation. 

San Mateo argues that the Controller is attempting to enforce an auditing standard, with respect 
to the documentation required, that is not consistent with the parameters and guidelines.125  The 

122 Exhibit B, San Bernardino IRC, at p. 22. 
123 See Exhibit D, Controller’s Comments on San Bernardino IRC, at p. 30. 
124 Exhibit A, San Mateo IRC, at p. 52. 
125 Exhibit A, San Mateo IRC, at p. 12. 
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Controller does not specifically describe an auditing standard, but states that “the district did not 
provide documentation supporting the validity of the distribution made to the mandate.”126  The 
Controller also notes the absence of “time logs, time studies, or other corroborating 
documentation” supporting the claimed salaries and benefits.127 

In Clovis Unified, the court of appeal considered the Controller’s “contemporaneous source 
document rule” (CSDR), included in claiming instructions issued and relied upon to reduce 
reimbursement in audits conducted by the Controller.128  The CSDR defines a “source 
document” as “a document created at or near the same time the actual cost was incurred for the 
event or activity in question.”  Source documents, the rule provides, “may include, but are not 
limited to, employee time records or time logs, sign-in sheets, invoices, and receipts.”  The 
language of the parameters and guidelines in the School District Choice program, requiring all 
costs to be traceable to source documents, was held by the court to most closely resemble the 
contemporaneous source document rule, in comparison to the other three programs under 
scrutiny.129  Nevertheless, the court of appeal concluded that the CSDR was an unenforceable 
and invalid underground regulation as applied to all programs under review, being inconsistent 
with the parameters and guidelines, and allowing the Controller to penalize eligible claimants for 
failing to produce documentation more specific than that required by the parameters and 
guidelines. 

The court therefore invalidated the audits in question to the extent that they relied on the CSDR, 
and concluded:  

If it chooses to do so, the Controller may re-audit the relevant reimbursement 
claims based on the documentation requirements of the P & G’s and claiming 
instructions when the mandate costs were incurred (i.e., not using the CSDR).130  

Therefore, pursuant to the holding in Clovis Unified, the Controller is not empowered to enforce 
the contemporaneous source document rule, and to the extent that audit standards require 
documentation and evidence inconsistent with that required by the parameters and guidelines, 
those standards are unenforceable as against local government claimants. 

The parameters and guidelines under which San Mateo’s audited claims were filed provide, in 
pertinent part: 

Claimed costs should be supported by the following information: 
Employee Salaries and Benefits 
Identify the employee(s), show the classification of the employee(s) involved, 
describe the mandated functions performed and specify the actual number of 
hours devoted to each function, the productive hourly rate, and the related 

126 Exhibit C, Controller’s Comments on San Mateo IRC, at p. 14. 
127 Ibid. 
128 (Cal. Ct. App. 3d Dist. 2010) 188 Cal.App.4th 794. 
129 Id, at p. 805. 
130 Id, at pp. 812-813. 
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benefits.  The average number of hours devoted to each function may be claimed 
if supported by a documented time study. 
¶…¶ 
For auditing purposes, all costs claimed must be traceable to source documents 
and/or worksheets that show evidence of the validity of such costs…131 

In its reimbursement claims for fiscal years 1999-2000, 2000-2001, and 2001-2002, San Mateo 
stated its salary and benefit costs for the mandate, certified under penalty of perjury, on the 
Controller’s claim forms.132  The claim forms submitted to the Commission along with  
San Mateo’s IRC showed only the total salaries and benefits for the audit years,133 but the 
district asserts that “salary and benefits were reported in the District general ledger in the normal 
course of financial accounting,” and that it “has also provided employee names, positions (job 
titles), hours worked, salary and benefit amounts, and a description of the tasks performed as 
they relate to this mandate, and in some cases declarations.”134  In addition, the Controller’s 
comments filed on the IRC included worksheets and schedules that show disallowed salaries and 
benefits identified by employee and classification, suggesting that somewhat more detailed 
information was submitted to the Controller prior to the final audit.135  The Controller's 
comments on the IRC also included emails between the district’s chief financial officer and the 
Controller’s audit manager discussing the accounts from which the disputed employees were 
paid and their job descriptions.136     

The Controller’s audit report provides the totals of salaries and benefits disallowed,137 and the 
“schedule of allowable salaries and benefits” submitted in the Controller’s comments on the IRC 
identifies employees whose time spent on mandated activities was not verified to the satisfaction 
of the Controller.138  In emails exchanged between the district and the Controller’s audit 
manager, the Controller asked for more information regarding certain employees whose activities 
were not clearly attributable to the mandate, while salaries for persons identified as nurses and 
doctors, for example, were allowed without question.139  In response to these emails, San Mateo 
submitted additional documentation and explanation to the Controller showing that the district 
omitted from its reimbursement claim certain costs charged to accounts outside the health 
services department.  For example, a letter to the Controller explains that “[f]or Ernest 
Rodriguez, in March 2002, he took on a teacher assignment which is reflected in the account 

131 See Exhibit A, San Mateo IRC, at pp. 32-38 [Health Fee Elimination parameters and 
guidelines, as amended 1/29/89]. 
132 Exhibit A, San Mateo IRC, at pp. 75; 89; 90; 104; 105; 119. 
133 Exhibit A, San Mateo IRC, at pp. 89; 104; 119. 
134 Exhibit A, San Mateo IRC, at p. 13. 
135 Exhibit C, Controller’s Comments on San Mateo IRC, at pp. 52-54. 
136 Exhibit C, Controller’s Comments on San Mateo IRC, at pp. 48-50. 
137 Exhibit A, San Mateo IRC, at p. 52. 
138 Exhibit C, Controller’s Comments on San Mateo IRC, at pp. 52-54. 
139 Costs were allowed for persons named as nurses without question. 
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code… 201000.  This was not charged to the claim.”140  Similarly, the letter shows that  
Dee Howard, who is identified as “Full-time Faculty” in the Controller’s schedules,141 worked as 
a counselor in departments other than “Health Services,” and therefore only the portion of her 
wages attributed to the health services account was claimed.142  Similarly, the letter states that 
Gloria D’Ambra, identified as an office assistant, earned overtime pay in fiscal year 1999-2000, 
which was not charged to the claim.143  Additional documentation was submitted along with this 
letter, including employee earnings reports for several persons, detailing the accounts from 
which employees were paid, and the portions of total salary attributable to each account. 

Ultimately the Controller accepted this type of documentation for some employees, including 
“$5762 of salary expense for Donna Elliot,” which San Mateo had explained was incorrectly 
charged to account 543000, instead of 643000.  The Controller also allowed the costs for  
Gloria D’Ambra based on the amounts reported as non-overtime wages charged to account code 
643000; overtime wages charged to account code 649001 were not claimed, and the Controller 
accepted the omission of those amounts from the claim.144  The Controller therefore accepted the 
earnings reports and other documentation to support the validity of salaries claimed for two 
persons identified as “office assistant.”  But for Dee Howard and Ernest Rodriguez, each of 
whom had a portion of their salary charged to “code 643000,” the Controller ultimately 
disallowed salaries “in the absence of time records supporting the hours worked performing 
mandate activities at the Health Center.”145   

The Controller maintains that “the audit determined that the claimant was unable to support that 
salary costs claimed for several employees were directly attributable to the mandate.”  The 
Controller asserts that the district provided information regarding salaries, but “no 
documentation supporting the validity of the distribution of those costs to the performance of 
mandated activities.”146  San Mateo argues that its August 31, 2004 letter to the Controller’s 
audit manager, issued prior to the final audit report, “clearly distinguishes between claimed costs, 
which relate to the mandate, and those costs that were not claimed and did not relate to the 
mandate.”147   

The documents in the record pertaining to this IRC do not show “the actual number of hours 
devoted to each [mandated] function,” as required by the parameters and guidelines, but the 
Controller has apparently allowed salary and benefit costs for some employees on the basis of 

140 Exhibit E, San Mateo Rebuttal Comments, at pp. 23-25. 
141 Exhibit C, Controller’s Comments on San Mateo IRC, at pp. 52-54. 
142 Exhibit E, San Mateo Rebuttal Comments, at pp. 23-25. 
143 Exhibit E, San Mateo Rebuttal Comments, at pp. 27-30. 
144 Account code 643000 appears, in context, to be accepted by the Controller as related to the 
health services department. 
145 Exhibit C, Controller’s Comments on San Mateo IRC, at pp. 48-49. 
146 Exhibit C, Controller’s Comments on San Mateo IRC, at p. 2. 
147 Exhibit E, San Mateo Rebuttal Comments, at pp. 5; 23-24. 

37 
Health Fee Elimination, 05-4206-I-04 and 05-4206-I-08 

Draft Staff Analysis and Proposed Statement of Decision 

                                                 

734



job titles,148 and in some cases on the basis of earnings reports that show an employee’s salary 
paid from an account recognized to be related to the provision of health services.149  In the case 
of those employees, the Controller did not insist on hours worked toward the mandate, even for 
the non-overtime wages paid to Gloria D’Ambra, a health services center office assistant.  In 
contrast, and without any explanation of its differential treatment, the Controller disallowed 
salary and benefit costs for employees that San Mateo (under penalty of perjury) claimed worked 
at least a portion of their salaried time for the health services department.  The Controller made 
this disallowance citing an absence of employee time records supporting the hours worked 
performing mandated activities.  Although the documents in the record do not substantiate actual 
hours performing mandated activities for Dee Howard and Ernest Rodriguez, the same type of 
documents were accepted by the Controller to substantiate omitting from the reimbursement 
claim overtime hours worked by Gloria D’Ambra; and the same documents were accepted by the 
Controller as evidence that D’Ambra and Donna Elliot, identified as office assistants, were both 
engaged in mandate-related activities at the health services department.  In other words, if the 
account codes to which the salaries of D’Ambra and Elliot were charged are sufficient to 
substantiate costs for their salaries, disallowing costs for Howard and Rodriguez on the basis of 
the same documentation is arbitrary and capricious. 

Based on the foregoing, the Commission finds that the Controller’s disallowance of salaries and 
benefits for Dee Howard and Ernest Rodriguez was arbitrary, capricious, or entirely lacking in 
evidentiary support, and the costs claimed for these two employees should be reinstated. 

2. There is no evidence in the record to support the benefits claimed by San Mateo 
San Mateo disputes the application of an “audited” benefit rate.  San Mateo asserts that “[t]he 
Controller calculated a benefit rate to be applied to the salaries to determine the total allowable 
salary and employee benefits for each employee.”  The resulting rates were between 16.62719 
percent and 17.66762 percent for the three years subject to audit.  San Mateo objects to this 
calculation, arguing that “[t]he Controller has not indicated why it was necessary to calculate an 
average benefit rate when the District reported actual benefit costs in its general ledger, that is, 
why an average rate is better than actual benefit costs.”  San Mateo also asserts that the claiming 
instructions provide for a “default” benefit rate of 21 percent, which can be added to hourly 
payroll costs.150   

The Controller maintains that the 21 percent rate asserted by the district applies to the Collective 
Bargaining program, and is not applicable to these claiming instructions.151  Accordingly, the 

148 See Exhibit C, Controller’s Comments on San Mateo IRC, at pp. 52-54 [allowable salaries for 
nurses and doctors]. 
149 See Exhibit C, Controller’s Comments on San Mateo IRC, at pp. 48-50 [allowable salaries for 
and office assistants, apparently on the basis of employee earnings reports]. 
150 Exhibit A, San Mateo IRC, at p. 12. 
151 Exhibit C, Controller’s Comments on San Mateo IRC, at p. 14. 
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claiming instructions submitted to the Commission by both parties contain no default benefit rate 
applicable to this mandate.152 

The Controller also argues that the district disputes the audited rate “but fails to provide any 
alternative.”  The Controller maintains that San Mateo “failed to provide any documentation 
supporting actual benefit amounts paid to each employee, so the auditor calculated a benefit rate 
by dividing total benefits claimed by total salaries claimed.”153  San Mateo makes reference to its 
“general ledger,” but no such document is found in the record, and the existence of “actual 
benefit costs,” assertedly provided to the Controller, cannot be verified.154 

There is no evidence in the record of actual benefit amounts paid to each employee, only the 
benefit totals included in San Mateo’s worksheets.155  The only benefit amounts in the record are 
the audited benefit amounts in the Controller’s “schedule of allowable salaries and benefits.”156  
Absent any documentation substantiating the benefit amounts claimed, the Controller’s 
reductions cannot be evaluated; however, neither can the district’s claims be supported.   

Based on the foregoing, the Controller’s audited benefit rate is not arbitrary, capricious, or 
entirely lacking in evidentiary support. 

E. Disallowance of Other Outgoing Expenses 
In its audit of San Mateo’s reimbursement claims the Controller identified unallowable costs for 
“other outgoing expenses” for fiscal year 2001-2002, in the amount of $41,375, “recorded on 
three separate journal transactions.”  The Controller found that these transactions were not 
supported by documentation, “e.g., in invoices or other source documentation.”  The district did 
not respond to that finding prior to issuance of the final audit report.157 

San Mateo disputes the disallowance of “other outgoing expense costs,” and challenges the 
Controller to explain what is meant by these terms.  San Mateo argues that “the Controller 
should provide the derivation of “outgoing expense costs,” which is not described in generally 
accepted accounting principles.”  The district argues that “there is no documentation standard for 
which the district was on notice that requires journal voucher transactions to comply with any 
documentation standard other than the financial reporting standards mandated by the state for 
community colleges.”158 

The Controller counters that “expenses” and “costs” are synonymous, and that the district 
“makes no mention whatsoever as to the factual nature of the finding nor does it offer any 

152 See Exhibit A, San Mateo IRC, at pp. 40-42; Exhibit C, Controller’s Comments on San Mateo 
IRC, at pp. 35-37. 
153 Exhibit C, Controller’s Comments on San Mateo IRC, at p. 2. 
154 Exhibit A, San Mateo IRC, at p. 12. 
155 Exhibit A, San Mateo IRC, at pp. 89; 104; 119. 
156 Exhibit C, Controller’s Comments on San Mateo IRC, at pp. 52-54. 
157 Exhibit A, San Mateo IRC, at p. 54. 
158 Exhibit A, San Mateo IRC, at p. 15. 
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documentation that supports the three journal voucher entries.”159  In rebuttal comments,  
San Mateo maintains that the Controller “does not state why these costs are not mandate-related, 
excessive, or unreasonable.”160 

As discussed above, the parameters and guidelines requires that all costs claimed must be 
traceable to source documents that show evidence of the validity of such costs.  Those 
documents, in turn are required to be certified under penalty of perjury, but certification alone 
cannot substitute for probative value.  It is not necessary, under the parameters and guidelines, 
and consistent with Clovis Unified, as discussed above, that claimants produce unimpeachable 
proof of costs incurred, produced at or near the time the costs were incurred so as to reinforce the 
reliability of those documents.  However, the documentation must show some evidence that costs 
are related to the mandate, and the term “other outgoing expenses,” even if claimed and certified 
to be related to the mandate, is not sufficient to show the validity of the costs.  The record 
indicates that the Controller offered the district an opportunity to substantiate these costs, and the 
district declined to do so, instead asserting that the burden should be on the Controller to show 
that the costs are not mandate-related.  A claimant’s certification that costs are related to the 
mandate is not sufficient in itself to substantiate the costs. 

Based on the foregoing, the Commission finds that the Controller’s finding regarding “other 
outgoing expenses” was not arbitrary, capricious, or entirely lacking in evidentiary support, and a 
reduction of San Mateo’s claim in the amount of $41,375 is therefore supported.  

F. Disallowance of Health Services Not Substantiated in the Base Year 
The Controller reduced health services costs claimed by San Bernardino in amounts of $41,389 
for fiscal year 2001-2002, and $61,739 for fiscal year 2002-2003, on grounds that the district 
claimed costs for services not provided in the base year, fiscal year 1986-87.161 

San Bernardino asserts that the Controller incorrectly reduced reimbursement for health services 
costs claimed, on the basis of comparison between the audit years and the health services 
inventory for fiscal year 1997-1998.162 

In the test claim statement of decision the Commission found that the statute imposed a 
“maintenance of effort” requirement on community college districts requiring them to continue 
to provide health services at the level provided in the base year, without the continuing authority 
to levy health service fees.163  The test claim statute eliminated the fee authority, and required 
community colleges to maintain health services provided in fiscal year 1983-1984.  The fee 
authority was to be reinstated as of January 1, 1988.164  The statute was amended in 1987 to 
expressly reinstate the fee, and to provide that community colleges must maintain services at the 

159 Exhibit C, Controller’s Comments on San Mateo IRC, at p. 17. 
160 Exhibit E, San Mateo Rebuttal Comments, at p. 8. 
161 Exhibit B, San Bernardino IRC, at p. 53. 
162 Id, at pp. 11-13. 
163 Exhibit X, Test Claim Decision CSM-4206. 
164 Education Code section 72246 (Stats. 1984, ch. 1, 2d Ex. Sess.). 
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level provided in fiscal year 1986-1987.165  The parameters and guidelines were amended to 
reflect the later statute and the maintenance of effort requirement.  To the extent the fee authority 
is not sufficient to cover the costs of mandated activities, the Commission’s test claim decision 
and parameters and guidelines provide reimbursement for mandated costs.166  The parameters 
and guidelines provide a long list of services, which are stated to be “reimbursable to the extent 
they were provided by the community college district in fiscal year 1986-87.”  And the 
parameters and guidelines require, under the heading “Supporting Data:” 

For auditing purposes, all costs claimed must be traceable to source documents 
and/or worksheets that show evidence of the validity of such costs.  This would 
include documentation for the fiscal year 1986-87 program to substantiate a 
maintenance of effort.167 

Exactly what documents are needed “to substantiate a maintenance of effort” is not stated.  
Pursuant to Clovis Unified, as discussed above, whatever is required by the Controller should 
generally be consistent with the parameters and guidelines; the Controller cannot enforce an 
auditing standard that is unreasonable in the context of the parameters and guidelines. 

The Controller explains: 

In an attempt to determine if the health services in question were reported in prior 
year mandated cost claims, we asked district personnel to provide the earliest 
mandated cost claims available.  The district provided up a copy of the FY 1997-
98 Health Fee Elimination cost claim.  We observed that the health services in 
question were not listed on this claim.  If the district staff believes information in 
prior year claims is inaccurate, it has the responsibility to corroborate its position. 

The Controller concludes that “[t]he district was not able to prove that the new services it 
identified on the claim during the audit period were also provided in the 1986-87 base year.”   

San Bernardino argues that the inventory of available services for the audit years “was compared 
to the health services inventory for FY 1997-98, and those activities listed in the inventory for 
the audit years but not also listed in fiscal year 1997-1998 were “assumed to be ‘new services not 
offered in 86/87.’”  San Bernardino argues that this comparison “established FY 1997-98 as an 
alternative base year, contrary to the Education Code and the parameters and guidelines.”168   
San Bernardino further argues that there is a difference between services rendered in a given year 
and services available in a given year, and that the maintenance of effort requirement is to 
maintain services available in the base year 1986-87.169 

San Bernardino is correct that the Controller may not establish an alternate base year; the 
services provided in 1986-87 are mandated under the plain language of the test claim decision 
and the parameters and guidelines, and to the extent those services are not offset by student 

165 Education Code section 72246 (Stats. 1987, ch. 1118). 
166 See Health Fee Elimination Parameters and Guidelines, Exhibit A, San Mateo IRC, at p. 32. 
167 Exhibit B, San Bernardino IRC, at pp. 33-37. 
168 Exhibit B, San Bernardino IRC, at p. 12. 
169 Exhibit B, San Bernardino IRC, at pp. 13-15. 

41 
Health Fee Elimination, 05-4206-I-04 and 05-4206-I-08 

Draft Staff Analysis and Proposed Statement of Decision 

                                                 

738



health fees, costs to provide those services are reimbursable.170  San Bernardino’s audited claims, 
certified under penalty of perjury, include a health services inventory comparing the claim years 
to the base year.171  It is inappropriate for the Controller to disallow costs for health services on 
the basis of comparing the audit years to data from any other year.   

Moreover, San Bernardino’s reasoning with respect to the distinction between services rendered 
and services available is sound:  comparing the health services inventory of the audit years to the 
inventory of any other year, including the base year, is not necessarily reflective of the services 
that were available in the base year and that therefore must be maintained.  The maintenance of 
effort requirement of the test claim statute turns on the services “provided” in the base year, and 
the district’s interpretation of services provided being equivalent to services available is 
consistent with the purpose and intent of a maintenance of effort requirement.172  It would work 
an absurd result to require a district to continue providing only services that were utilized by at 
least one student in the base year; a district might be compelled to discontinue availability of a 
particular service only because it was not utilized in the arbitrarily-selected base year.  Moreover, 
if the health services inventory for any subsequent year can be used as a basis for comparison to 
disallow any service not utilized in the selected year, the maintenance of effort requirement is 
seriously jeopardized.   

Finally, there is nothing in the parameters and guidelines to suggest that a certification by the 
claimant of the services “provided” in the base year is insufficient to substantiate the 
maintenance of effort.  The parameters and guidelines state only that the supporting data “would 
include documentation for the fiscal year 1986-87 program to substantiate a maintenance of 
effort.”173  The parameters and guidelines do not provide what documentation for that year 
would be required; and, as discussed above, relying upon an inventory of services rendered in the 
base year would likely force a number of districts to discontinue services or provide services 
without the reimbursement to which they are entitled. 

Additionally, San Bernardino argues that services provided in the base year should be viewed in 
terms of classes of services, rather than focusing on distinctions within those classes, for 
purposes of the maintenance of effort.  For example, San Bernardino argues that the Controller 
disallowed “flu shots” and “Hepatitis B shots,” finding that those services were not provided in 
the base year.174  San Bernardino argues, “[n]otwithstanding the previously discussed factual 
deficiencies regarding [the Controller’s] lack of findings on FY 1986-87 and the Controller’s 
insistence on auditing services rendered as opposed to services available, the characterization of 
these services as new services is also incorrect.”  San Bernardino argues that “immunization 

170 See Exhibit B, San Bernardino IRC, at p. 33. 
171 Exhibit B, San Bernardino IRC, at pp. 74; 92-95; 100-102. 
172 See Exhibit B, San Bernardino IRC, at p. 32 [requirement to continue providing health 
services “at the level provided during the 1986-87 fiscal year”]. 
173 Exhibit B, San Bernardino IRC, at p. 37. 
174 Exhibit B, San Bernardino IRC, at p. 12. 
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services were available in FY 1986-87,” and Hepatitis and flu vaccinations “are just a part of the 
whole scope of services which may comprise immunization services.”175  

This argument is persuasive, with respect to services that can be classified within a fairly narrow 
scope, such as immunizations.  The maintenance of effort requirement of the test claim statute 
should not be read so narrowly as to limit the provision of reimbursable health services to the 
state of medical technology and knowledge available in 1986-1987; such limitation might well 
endanger public health, especially with respect to services such as immunizations.  The districts 
should be encouraged to keep pace with medical technology and knowledge in their health 
service offerings, and a maintenance of effort requirement can be read to provide for those 
changes.  Such a general approach to the concept of services provided is also consistent with the 
parameters and guidelines, which provide a list of services “reimbursable to the extent they were 
provided by the community college district in fiscal year 1986-87.”176  The list describes many 
of the services in general terms, such as “dental services,” “lab reports,” and “birth control.”  The 
list does not provide specific dental services or lab reports that are provided, nor limit birth 
control to any specific methods or treatments.  The list does provide for certain immunizations, 
including “influenza,” “measles/rubella,” and “diphtheria/tetanus.”177  The list does not provide 
for immunization against hepatitis B, which was one of the disallowed services, but given the 
general nature of many of the other items listed in the parameters and guidelines, it would be 
reasonable to conclude that the immunizations named in the parameters and guidelines are 
illustrative, rather than exhaustive, in nature. 

Finally, San Bernardino argues that the Controller is disallowing services on the basis of a 
college-level examination of the base year services, rather than a district-level examination.178  
The Controller argues that the parameters and guidelines provide that “[o]nly services provided 
in FY 1986-87 may be claimed,” and that “[t]hroughout the audit field work and until  
December 26, 2006 (the date of this response), the district did not provide us with any 
documentation to substantiate its assertion that the health services in question were provided at 
the San Bernardino Valley College and/or at Crafton Hills College in FY 1986-87.”179 

San Bernardino’s argument on this issue is persuasive.  The parameters and guidelines are 
addressed to eligible claimants, meaning community college districts, not individual schools.  
The test claim statute, likewise, addresses itself to districts, not individual campuses or colleges, 
and requires districts to maintain health services at the level provided in the base year.180  There 
is no reference in the test claim statute or the parameters and guidelines to services provided at 
individual schools.  Consequently, there is no support in the record for the Controller’s narrow 
view of a maintenance of effort based on services provided at a single campus.  Finally, although 

175 Exhibit B, San Bernardino IRC, at p. 17. 
176 Exhibit B, San Bernardino IRC, at pp. 33-36 
177 Exhibit B, San Bernardino IRC, at p. 34. 
178 Exhibit B, San Bernardino IRC, at p. 15. 
179 Exhibit D, Controller’s Response to San Bernardino IRC, at p. 15. 
180 Exhibit B, San Bernardino IRC, at p. 33. 
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the costs of salaries and benefits are broken down by college, the health services inventory 
certified by the claimant is asserted to apply to the entire district.181   

Based on the foregoing, the Commission finds that the disallowance of health services not 
rendered in the 1997-98 fiscal year was arbitrary, capricious, or entirely lacking in evidentiary 
support.  The Controller must allow reimbursement for those services that the district certifies 
under penalty of perjury were available in the 1986-87 fiscal year, including services that fit the 
classifications provided in the parameters and guidelines. 

G. Disallowance of Insurance Premiums 
The Controller reduced amounts claimed by San Bernardino for “services and supplies” in 
amounts of $37,348 for fiscal year 2001-2002, and $38,322 for fiscal year 2002-2003, on 
grounds that athletic insurance costs are beyond the scope of the mandate.182 

San Bernardino disputes the disallowance of “overstated services and supplies,” arguing that the 
Controller inappropriately disallowed costs for student insurance premiums.   

The Controller explains that the district carried three types of insurance coverage in fiscal years 
2001-2002 and 2002-2003: basic coverage for students as well as athletes, super catastrophic 
coverage for athletes, and catastrophic coverage for students.  The Controller asserts that the 
disallowed costs are only the “intercollegiate athletes’ portion of the basic coverage and the 
intercollegiate athletes’ portion of the super catastrophic coverage,” along with a small amount 
of costs that the Controller finds unsupported.  The maintenance of effort requirement, pursuant 
to section 76355, applies only to those health services for which community college districts are 
permitted to charge a fee; and because section 76355(d) prohibits expenditures of health fees on 
athletic-related costs, the costs of athletic insurance are not mandated, and must be disallowed.183   

The Controller submitted a worksheet detailing the disallowed portions of insurance, showing 
that only the portions of basic coverage and catastrophic coverage attributable to intercollegiate 
athletes were disallowed.184  The amounts disallowed were $37,348 for fiscal year 2001-2002, 
and $35,206 for fiscal year 2002-2003,185 and in addition $3,116 in “unsupported costs.”186 

San Bernardino argues that “the adjustment is inappropriate since student athletes are part of the 
student population for purpose of the general student population insurance premium.”   
San Bernardino reasons that the athletic insurance premiums “[pertain] to coverage while 
participating in intercollegiate sports, not while they are attending class or on campus in their 
capacity [as] a member of the general student population.”187 

181 Exhibit B, San Bernardino IRC, at pp. 92-94; 100-102. 
182 Exhibit B, San Bernardino IRC, at p. 55. 
183 Exhibit D, Controller’s Comments on San Bernardino IRC, at pp. 17-19. 
184 Exhibit D, Controller’s Comments on San Bernardino IRC, at pp. 79-82. 
185 Ibid. 
186 Exhibit B, San Bernardino IRC, at p. 55. 
187 Exhibit B, San Bernardino IRC, at pp. 16-17. 
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San Bernardino has not disputed the Controller’s argument that costs related to athletics are not 
included within the maintenance of effort requirement, nor submitted any documentation in 
answer to the Controller’s worksheet attributing the disallowed costs to portions of insurance 
premiums applicable to collegiate athletic programs.  San Bernardino’s assertion that 
intercollegiate athletes are covered by the college’s general student population insurance 
premiums “while they are attending class” is logically true and correct, but the idea that the 
disallowed costs extend to any portion of the general student population premiums is not 
substantiated by any documentation in the record.   

The Controller’s documentation clearly supports the disallowance, and nothing in the record 
supports the additional $3,116 that the Controller found was “unsupported.”  Based on the 
foregoing, the Commission finds that the disallowance of costs related to insurance premiums for 
intercollegiate athletes not arbitrary, capricious, or entirely lacking in evidentiary support. 

IV. Conclusion 
The Commission partially approves this IRC.  Pursuant to Government Code section 17551(d) 
and section 1185.7 of the Commission’s regulations, the Commission finds that the following 
reductions are incorrect and should be reinstated, as specified: 

• Reduction to zero of San Mateo’s claimed indirect costs for services and supplies, other 
operating expenses, and capital outlay costs was arbitrary, capricious, or entirely lacking 
in evidentiary support, and to the extent direct costs were permitted for the specified 
items, a minimum 7 percent indirect cost rate should be reinstated, unless a higher rate 
can be supported on the basis of an alternative method. 

• Disallowance of salaries and benefits for Ernest Rodriguez and Dee Howard in  
San Mateo’s reimbursement claims was arbitrary, capricious, or entirely lacking in 
evidentiary support, in light of costs allowed for other employees based on the same or 
similar documentation; costs for the salaries and benefits of Ernest Rodriguez and  
Dee Howard should be reinstated, to the extent those costs are supported by the district’s 
accounting records substantiating amounts paid from health services accounts. 

• Disallowance of health services costs on the basis of comparing the audit years against a 
health services inventory from fiscal year 1996-1997 was arbitrary, capricious, or entirely 
lacking in evidentiary support, and health services costs claimed should be reinstated on 
the basis of the services provided by the entire district in fiscal year 1986-1987, as 
certified under penalty of perjury by San Bernardino Community College District. 

The Commission further finds that the following reductions were reasonable and supported by 
the law and the record: 

• Reduction of both districts’ reimbursement claims, on the basis of understated health fee 
revenues, in the amounts of $70,603 for San Mateo, and $150,031 for San Bernardino.  

• The reduction of indirect costs claimed by San Bernardino, in the amount of $281,494, 
based on the district’s failure to comply with the claiming instructions in the development 
of its indirect cost rate, and the Controller’s use of an alternative method to calculate 
indirect costs. 

• The reduction of benefits claimed by San Mateo, in the amount of $88,633, based on the 
district’s failure to support its claimed benefit amounts. 
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• The reduction of costs claimed for “other outgoing expenses” by San Mateo, in the
amount of $41,375, based on the district’s failure to support claimed expenses.

• The reduction of health insurance costs and other overstated services and supplies in
San Bernardino’s reimbursement claims, in the amounts of $37,348 for fiscal year 2001-
2001, and $38,322 for fiscal year 2002-2003, based on the documentation submitted by
the Controller.

The Commission hereby remands the subject claims to the Controller, with instructions to 
reinstate the incorrect reductions specified above consistent with these findings. 
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Regs., tit. 2, § 1181.2.)

Mr. Nicolas Schweizer
Department of Finance (A-15)

(916) 445-0328

(916) 323-9530Fax:

Tel:

nicolas.schweizer@dof.ca.govEmail
Education Systems Unit
915 L Street, 7th Floor
Sacramento, CA  95814

Ms. Jill Kanemasu
State Controller's Office (B-08)

(916) 322-9891

Fax:

Tel:

jkanemasu@sco.ca.govEmail
Division of Accounting and Reporting
3301 C Street, Suite 700
Sacramento, CA  95816

Mr. Dennis Speciale
State Controller's Office (B-08)

(916) 324-0254

Fax:

Tel:

DSpeciale@sco.ca.govEmail
Division of Accounting and Reporting
3301 C Street, Suite 700
Sacramento, CA  95816

Ms. Gwendolyn Carlos
State Controllers Office

(916) 324-5919

(916) 323-4807Fax:

Tel:

gcarlos@sco.ca.govEmail
Division of Accounting and Reporting
3301 C Street, Suite 700
Sacramento, CA 95816

Mr. Ed Hanson
Department of Finance (A-15)

(916) 445-0328

Fax:

Tel:

ed.hanson@dof.ca.govEmail
Education Systems Unit
915 L Street, 7th Floor
Sacramento, CA  95814

Ms. Mollie Quasebarth
Department of Finance

(916) 445-0328

Fax:

Tel:

mollie.quasebarth@dof.ca.govEmail
Education Systems Unit
915 L Street, 7th Floor
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Sacramento, CA  95814

Ms. Socorro Aquino
State Controller's Office

(916) 322-7522

Fax:

Tel:

SAquino@sco.ca.govEmail
Division of Audits
3301 C Street, Suite 700
Sacramento, CA  95816

Ms. Marieta Delfin
State Controller's Office (B-08)

(916) 323-0706

(916) 322-4404Fax:

Tel:

mdelfin@sco.ca.govEmail
Division of Accounting and Reporting
3301 C Street, Suite 700
Sacramento, CA  95816

Mr. Steve Bruckman
California Community Colleges

(916) 323-7007

(916) 322-4783Fax:

Tel:

sbruckman@cccco.eduEmail
Chancellor's Office                  (G-01)
1102 Q Street
Sacramento, CA  95814-6511

Ms. Susan Geanacou
Department of Finance (A-15)

(916) 445-3274

(916) 449-5252Fax:

Tel:

susan.geanacou@dof.ca.govEmail
915 L Street, Suite 1280
Sacramento, CA  95814

Mr. Jim Spano
State Controller's Office (B-08)

(916) 323-5849

(916) 327-0832Fax:

Tel:

jspano@sco.ca.govEmail
Division of Audits
3301 C Street, Suite 700
Sacramento, CA  95816

Mr. Charlie Ng
San Bernardino Community College District

(909) 382-4021

(909) 382-0174Fax:

Tel:

chng@sbccd.cc.ca.usEmail
114 South Del Rosa Drive
San Bernardino, CA  92408

Ms. Yazmin Meza
Department of Finance

(916) 445-0328

Fax:

Tel:

Yazmin.meza@dof.ca.govEmail
915 L Street
Sacramento, CA 95814

Mr. Edwin Eng
State Center Community College District

(559) 244-5901

(559) 243-1949Fax:

Tel:

ed.eng@scccd.eduEmail
1525 East Weldon Avenue
Fresno, CA  93704-6398

Mr. Jay Lal
State Controller's Office (B-08)

(916) 324-0256

(916) 323-6527Fax:

Tel:

JLal@sco.ca.govEmail
Division of Accounting & Reporting
3301 C Street, Suite 700
Sacramento, CA  95816
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Mr. James Keller
San Mateo County Community College District

(650) 358-6790

(650) 574-6574Fax:

Tel:

kellerj@smccd.eduEmail
3401CSM Drive
San Mateo, CA 94402

Mr. Keith B. Petersen
SixTen & Associates

(916) 419-7093

(916) 263-9701Fax:

Tel:

kbpsixten@aol.comEmail
P.O. Box 340430
Sacramento, CA 95834-0430
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DECLARATION OF SERVICE BY EMAIL

I, the undersigned, declare as follows:

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

On August 21, 2013, I served the:

Claimant Request for Extension and Postponement; and
Notice of Approval of Extension and Postponement of Hearing 
Health Fee Elimination, 05-4206-I-04 and 05-4206-I-08
Education Code Section 76355
Statutes 1984, Chapter 1, 2nd E.S.; Statutes 1987, Chapter 1118
Fiscal Years 1999-2000, 2000-2001, 2001-2002, and 2002-2003
San Mateo County Community College District and San Bernardino 
Community College District, Claimants

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

I declare under penalty of perjury under the laws of the State of California that the foregoing is 
true and correct, and that this declaration was executed on August 21, 2013 at Sacramento, 
California.

____________________________
Heidi J. Palchik
Commission on State Mandates
980 Ninth Street, Suite 300
Sacramento, CA  95814
(916) 323-3562

_____________________________________________________ __________
di J Palchikikikikikiiiki
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Original List Date:
Last Updated: 8/21/2013

Commission on State Mandates

List Print Date: 08/21/2013 Mailing List
Claim Number:
Issue:

05-4206-I-04/05-4206-I-08
Health Fee Elimination

TO ALL PARTIES AND INTERESTED PARTIES:

Each commission mailing list is continuously updated as requests are received to include or remove any party or person
on the mailing list.    A current mailing list is provided with commission correspondence, and a copy of the current mailing
list is available upon request at any time.  Except as provided otherwise by commission rule, when a party or interested
party files any written material with the commission concerning a claim, it shall simultaneously serve a copy of the written
material on the parties and interested parties to the claim identified on the mailing list provided by the commission.
However, this requirement may also be satisfied by electronically filing your documents.  Please see
http://www.csm.ca.gov/dropbox.shtml on the Commission's website for instructions on electronic filing.  (Cal. Code
Regs., tit. 2, § 1181.2.)

Mr. Matthew Jones
Commission on State Mandates

(916) 323-3562

Fax:

Tel:

matt.jones@csm.ca.govEmail
980 9th Street, Suite 300
Sacramento, CA  95814

Mr. Nicolas Schweizer
Department of Finance (A-15)

(916) 445-0328

(916) 323-9530Fax:

Tel:

nicolas.schweizer@dof.ca.govEmail
Education Systems Unit
915 L Street, 7th Floor
Sacramento, CA  95814

Ms. Jill Kanemasu
State Controller's Office (B-08)

(916) 322-9891

Fax:

Tel:

jkanemasu@sco.ca.govEmail
Division of Accounting and Reporting
3301 C Street, Suite 700
Sacramento, CA  95816

Mr. Dennis Speciale
State Controller's Office (B-08)

(916) 324-0254

Fax:

Tel:

DSpeciale@sco.ca.govEmail
Division of Accounting and Reporting
3301 C Street, Suite 700
Sacramento, CA  95816

Mr. Ed Hanson
Department of Finance (A-15)

(916) 445-0328

Fax:

Tel:

ed.hanson@dof.ca.govEmail
Education Systems Unit
915 L Street, 7th Floor
Sacramento, CA  95814

Ms. Mollie Quasebarth
Department of Finance

(916) 445-0328

Fax:

Tel:

mollie.quasebarth@dof.ca.govEmail
Education Systems Unit
915 L Street, 7th Floor
Sacramento, CA  95814
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Ms. Socorro Aquino
State Controller's Office

(916) 322-7522

Fax:

Tel:

SAquino@sco.ca.govEmail
Division of Audits
3301 C Street, Suite 700
Sacramento, CA  95816

Mr. Lyndon Greco
Department of Finance (A-15)

(916) 445-0328

Fax:

Tel:

Lyndon.Greco@dof.ca.govEmail
915 L Street, 7th Floor
Sacramento, CA  95814

Ms. Marieta Delfin
State Controller's Office (B-08)

(916) 323-0706

(916) 322-4404Fax:

Tel:

mdelfin@sco.ca.govEmail
Division of Accounting and Reporting
3301 C Street, Suite 700
Sacramento, CA  95816

Mr. Steve Bruckman
California Community Colleges

(916) 323-7007

(916) 322-4783Fax:

Tel:

sbruckman@cccco.eduEmail
Chancellor's Office                  (G-01)
1102 Q Street
Sacramento, CA  95814-6511

Ms. Susan Geanacou
Department of Finance (A-15)

(916) 445-3274

(916) 449-5252Fax:

Tel:

susan.geanacou@dof.ca.govEmail
915 L Street, Suite 1280
Sacramento, CA  95814

Mr. Jim Spano
State Controller's Office (B-08)

(916) 323-5849

(916) 327-0832Fax:

Tel:

jspano@sco.ca.govEmail
Division of Audits
3301 C Street, Suite 700
Sacramento, CA  95816

Mr. Charlie Ng
San Bernardino Community College District

(909) 382-4021

(909) 382-0174Fax:

Tel:

chng@sbccd.cc.ca.usEmail
114 South Del Rosa Drive
San Bernardino, CA  92408

Ms. Yazmin Meza
Department of Finance

(916) 445-0328

Fax:

Tel:

Yazmin.meza@dof.ca.govEmail
915 L Street
Sacramento, CA 95814

Mr. Edwin Eng
State Center Community College District

(559) 244-5901

(559) 243-1949Fax:

Tel:

ed.eng@scccd.eduEmail
1525 East Weldon Avenue
Fresno, CA  93704-6398

Mr. Jay Lal
State Controller's Office (B-08)

(916) 324-0256

(916) 323-6527Fax:

Tel:

JLal@sco.ca.govEmail
Division of Accounting & Reporting
3301 C Street, Suite 700
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Sacramento, CA  95816

Mr. James Keller
San Mateo County Community College District

(650) 358-6790

(650) 574-6574Fax:

Tel:

kellerj@smccd.eduEmail
3401CSM Drive
San Mateo, CA 94402

Mr. Keith B. Petersen
SixTen & Associates

(916) 419-7093

(916) 263-9701Fax:

Tel:

kbpsixten@aol.comEmail
P.O. Box 340430
Sacramento, CA 95834-0430
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Original List Date:
Last Updated: 10/22/2013

Commission on State Mandates

List Print Date: 10/22/2013 Mailing List
Claim Number:
Issue:

05-4206-I-04/05-4206-I-08
Health Fee Elimination

TO ALL PARTIES AND INTERESTED PARTIES:

Each commission mailing list is continuously updated as requests are received to include or remove any party or person
on the mailing list.    A current mailing list is provided with commission correspondence, and a copy of the current mailing
list is available upon request at any time.  Except as provided otherwise by commission rule, when a party or interested
party files any written material with the commission concerning a claim, it shall simultaneously serve a copy of the written
material on the parties and interested parties to the claim identified on the mailing list provided by the commission.
However, this requirement may also be satisfied by electronically filing your documents.  Please see
http://www.csm.ca.gov/dropbox.shtml on the Commission's website for instructions on electronic filing.  (Cal. Code
Regs., tit. 2, § 1181.2.)

Mr. Matthew Jones
Commission on State Mandates

(916) 323-3562

Fax:

Tel:

matt.jones@csm.ca.govEmail
980 9th Street, Suite 300
Sacramento, CA  95814

Ms. Gwendolyn Carlos
State Controllers Office

(916) 324-5919

(916) 323-4807Fax:

Tel:

gcarlos@sco.ca.govEmail
Division of Accounting and Reporting
3301 C Street, Suite 700
Sacramento, CA 95816

Mr. Nicolas Schweizer
Department of Finance (A-15)

(916) 445-0328

(916) 323-9530Fax:

Tel:

nicolas.schweizer@dof.ca.govEmail
Education Systems Unit
915 L Street, 7th Floor
Sacramento, CA  95814

Mr. Michael Byrne
Department of Finance

(916) 445-3274

Fax:

Tel:

michael.byrne@dof.ca.govEmail
915 L Street, 8th Floor
Sacramento, CA  95814

Ms. Jill Kanemasu
State Controller's Office (B-08)

(916) 322-9891

Fax:

Tel:

jkanemasu@sco.ca.govEmail
Division of Accounting and Reporting
3301 C Street, Suite 700
Sacramento, CA  95816

Mr. Dennis Speciale
State Controller's Office (B-08)

(916) 324-0254

Fax:

Tel:

DSpeciale@sco.ca.govEmail
Division of Accounting and Reporting
3301 C Street, Suite 700
Sacramento, CA  95816
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Mr. Ed Hanson
Department of Finance (A-15)

(916) 445-0328

Fax:

Tel:

ed.hanson@dof.ca.govEmail
Education Systems Unit
915 L Street, 7th Floor
Sacramento, CA  95814

Ms. Lacey Baysinger
State Controller's Office

(916) 324-0254

Fax:

Tel:

lbaysinger@sco.ca.govEmail
Division of Accounting and Reporting
3301 C Street, Suite 700
Sacramento, CA  95816

Ms. Mollie Quasebarth
Department of Finance

(916) 445-0328

Fax:

Tel:

mollie.quasebarth@dof.ca.govEmail
Education Systems Unit
915 L Street, 7th Floor
Sacramento, CA  95814

Ms. Socorro Aquino
State Controller's Office

(916) 322-7522

Fax:

Tel:

SAquino@sco.ca.govEmail
Division of Audits
3301 C Street, Suite 700
Sacramento, CA  95816

Ms. Marieta Delfin
State Controller's Office (B-08)

(916) 323-0706

(916) 322-4404Fax:

Tel:

mdelfin@sco.ca.govEmail
Division of Accounting and Reporting
3301 C Street, Suite 700
Sacramento, CA  95816

Mr. Steve Bruckman
California Community Colleges

(916) 323-7007

(916) 322-4783Fax:

Tel:

sbruckman@cccco.eduEmail
Chancellor's Office                  (G-01)
1102 Q Street
Sacramento, CA  95814-6511

Ms. Susan Geanacou
Department of Finance (A-15)

(916) 445-3274

(916) 449-5252Fax:

Tel:

susan.geanacou@dof.ca.govEmail
915 L Street, Suite 1280
Sacramento, CA  95814

Mr. Jim Spano
State Controller's Office (B-08)

(916) 323-5849

(916) 327-0832Fax:

Tel:

jspano@sco.ca.govEmail
Division of Audits
3301 C Street, Suite 700
Sacramento, CA  95816

Mr. Lee Scott
Department of Finance (A-15)

(916) 445-3274

Fax:

Tel:

Lee.Scott@dof.ca.govEmail
915 L Street, 8th Floor
Sacramento, CA  95814
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Mr. Charlie Ng
San Bernardino Community College District

(909) 382-4021

(909) 382-0174Fax:

Tel:

chng@sbccd.cc.ca.usEmail
114 South Del Rosa Drive
San Bernardino, CA  92408

Mr. Tom Dyer
Department of Finance (A-15)

(916) 445-3274

Fax:

Tel:

tom.dyer@dof.ca.govEmail
915 L Street
Sacramento, CA  95814

Ms. Yazmin Meza
Department of Finance

(916) 445-0328

Fax:

Tel:

Yazmin.meza@dof.ca.govEmail
915 L Street
Sacramento, CA 95814

Ms. Kathy Rios
State Controllers Office

(916) 324-5919

(916) 323-4807Fax:

Tel:

krios@sco.ca.govEmail
Division of Accounting and Reporting
3301 C Street, Suite 700
Sacramento, CA 95816

Mr. Edwin Eng
State Center Community College District

(559) 244-5901

(559) 243-1949Fax:

Tel:

ed.eng@scccd.eduEmail
1525 East Weldon Avenue
Fresno, CA  93704-6398

Mr. Jay Lal
State Controller's Office (B-08)

(916) 324-0256

(916) 323-6527Fax:

Tel:

JLal@sco.ca.govEmail
Division of Accounting & Reporting
3301 C Street, Suite 700
Sacramento, CA  95816

Mr. James Keller
San Mateo County Community College District

(650) 358-6790

(650) 574-6574Fax:

Tel:

kellerj@smccd.eduEmail
3401CSM Drive
San Mateo, CA 94402

Mr. Keith B. Petersen
SixTen & Associates

(916) 419-7093

(916) 263-9701Fax:

Tel:

kbpsixten@aol.comEmail
P.O. Box 340430
Sacramento, CA 95834-0430
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MANDATED COST MANUAL
FOR COMMUNITY COLLEGES

STATE OF CALIFORNIA

STEVE WESTLY
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FOREWORD

The claiming instructions contained in this manual are issued for the sole purpose of assisting
claimants with the preparation of claims for submission to the State Controller’s Office. These
instructions have been prepared based upon interpretation of the State of California statutes,
regulations, and parameters and guidelines adopted by the Commission on State Mandates.
Therefore, unless otherwise specified, these instructions should not be construed in any
manner to be statutes, regulations, or standards.

If you have any questions concerning the enclosed material, write to the address below or
call the Local Reimbursements Section at (916) 324-5729, or email to lrsdar@sco.ca.gov.

State Controller’s Office
Attn:  Local Reimbursements Section
Division of Accounting and Reporting
P.O. Box 942850
Sacramento, CA  94250

Prepared by the State Controller's Office
Updated September 30, 2003
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State of California Community Colleges Mandated Cost Manual

Revised 9/03
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State of California School Mandated Cost Manual

Revised 9/01 Appropriation Information, Page 1

REIMBURSABLE STATE MANDATED COST PROGRAMS

Claims for the following State mandated cost programs may be filed with the SCO. For your convenience,
the programs are listed in alphabetical order by program name. An "X" indicates the fiscal year for which a
claim may be filed.

2002-03
Reimburse-
ment Claims

2003-04
Estimated

Claims
Community College Districts

x x Chapter 77/78 Absentee Ballots
x x Chapter 961/75 Collective Bargaining
x x Chapter 1120/96 Health Benefits for Survivors of Peace Officers & Firefighters
x x Chapter 1/84 Health Fee Elimination
x x Chapter 783/95 Investment Reports
x x Chapter 284/98 Law Enforcement College Jurisdiction Agreements
x x Chapter 126/93 Law Enforcement Sexual Harassment Training
x x Chapter 486/75 Mandate Reimbursement Process
x x Chapter 641/86 Open Meetings Act/Brown Act Reform
x x Chapter 465/76 Peace Officers Procedural Bill of Rights
x x Chapter 875/85 Photographic Record of Evidence
x x Chapter 908/96 Sex Offenders:  Disclosure by Law Enforcement Officers
x x Chapter 1249/92 Threats Against Peace Officers
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State of California Community College Mandated Cost Manual

Revised 9/03 Appropriation Information, Page 2

APPROPRIATIONS FOR THE 2003-04 FISCAL YEAR

Source of State Mandated Cost Appropriations
Schedule Program Amount Appropriated
Chapter 379/02, Item 6110-295-00011

(1) Chapter 77/78 Absentee Ballots $        0
(2) Chapter 961/75 Collective Bargaining 0
(3) Chapter 1120/96 Health Benefits for Survivors of Peace Officers and Firefighters 0
(4) Chapter 783/95 Investment Reports 0
(5) Chapter 284/98 Law Enforcement College Jurisdiction Agreements 0
(6) Chapter 126/93 Law Enforcement Sexual Harassment Training 0
(7) Chapter 486/75 Mandate Reimbursement Process 0
(8) Chapter 641/86 Open Meetings Act/Brown Act Reform 0
(9) Chapter 465/76 Peace Officers Procedural Bill of Rights 0
(10) Chapter 875/85 Photographic Record of Evidence 0
(11) Chapter 908/96 Sex Offenders:  Disclosure by Law Enforcement Officers 0
(12) Chapter 1249/92 Threats Against Peace Officers 0

Total Appropriations, Item 6110-295-001 $        0
Chapter 379/02, Item 6870-295-0001
(13) Chapter 1/84 Health Fee Elimination 1,000
TOTAL - Funding for the 2003-04 Fiscal Year   $1,000

                                                     
1 Pursuant to provision 5, “The Controller shall not make any payment from this item to reimburse community college districts for claimed costs
of state-mandated education programs.  Reimbursements to community college districts for education mandates shall be paid from the
appropriate item within the community colleges budget.”
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State of California Community College Mandated Cost Manual

Revised 9/03 Filing a Claim, Page 1

FILING A CLAIM
1. Introduction

The law in the State of California, (Government Code Sections 17500 through 17616), provides for
the reimbursement of costs incurred by school districts for costs mandated by the State. Costs
mandated by the State means any increased costs which a school district is required to incur after
July 1, 1980, as a result of any statute enacted after January 1, 1975, or any executive order
implementing such statute which mandates a new program or higher level of service of an existing
program.

Estimated claims that show costs to be incurred in the current fiscal year and reimbursement claims
that detail the costs actually incurred for the prior fiscal year may be filed with the State Controller's
Office (SCO). Claims for on-going programs are filed annually by January 15. Claims for new
programs are filed within 120 days from the date claiming instructions are issued for the program. A
10 percent penalty, (up to $1,000 for continuing claims, no limit for initial claims), is assessed for
late claims. The SCO may audit the records of any school district to verify the actual amount of
mandated costs and may reduce any claim that is excessive or unreasonable.

When a program has been reimbursed for three or more years, the COSM may approve the
program for inclusion in the State Mandates Apportionment System (SMAS). For programs included
in SMAS, the SCO determines the amount of each claimant's entitlement based on an average of
three consecutive fiscal years of actual costs adjusted by any changes in the Implicit Price Deflator
(IPD). Claimants with an established entitlement receive an annual apportionment adjusted by any
changes in the IPD and, under certain circumstances, by any changes in workload. Claimants with
an established entitlement do not file further claims for the program.

The SCO is authorized to make payments for costs of mandated programs from amounts
appropriated by the State Budget Act, by the State Mandates Claims Fund, or by specific
legislation. In the event the appropriation is insufficient to pay claims in full, claimants will receive
prorated payments in proportion to the dollar amount of approved claims for the program. Balances
of prorated payments will be made when supplementary funds are made available.

The instructions contained in this manual are intended to provide general guidance for filing a
mandated cost claim. Since each mandate is administered separately, it is important to refer to the
specific program for information relating to established policies on eligible reimbursable costs.

2. Types of Claims
There are three types of claims: Reimbursement, Estimated, and Entitlement. A claimant may file a
reimbursement claim for actual mandated costs incurred in the prior fiscal year or may file an
estimated claim for mandated costs to be incurred during the current fiscal year. An entitlement
claim may be filed for the purpose of establishing a base year entitlement amount for mandated
programs included in SMAS.  A claimant who has established a base year entitlement for a
program would receive an automatic annual payment which is reflective of the current costs for the
program.

All claims received by the SCO will be reviewed to verify actual costs. An adjustment of the claim
will be made if the amount claimed is determined to be excessive, improper, or unreasonable. The
claim must be filed with sufficient documentation to support the costs claimed. The types of
documentation required to substantiate a claim are identified in the instructions for the program.
The certification of claim, form FAM-27, must be signed and dated by the entity's authorized officer
in order for the SCO to make payment on the claim.
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A. Reimbursement Claim
A reimbursement claim is defined in GC Section 17522 as any claim filed with the SCO by a
local agency for reimbursement of costs incurred for which an appropriation is made for the
purpose of paying the claim. The claim must include supporting documentation to substantiate
the costs claimed.

Initial reimbursement claims are first-time claims for reimbursement of costs for one or more
prior fiscal years of a program that was previously unfunded. Claims are due 120 days from the
date of issuance of the claiming instructions for the program by the SCO. The first statute that
appropriates funds for the mandated program will specify the fiscal years for which costs are
eligible for reimbursement.

Annual reimbursement claims must be filed by January 15 following the fiscal year in which
costs were incurred for the program. A reimbursement claim must detail the costs actually
incurred in the prior fiscal year.

An actual claim for the 2002-03 fiscal year may be filed by January 15, 2004, without a late
penalty.  Claims filed after the deadline will be reduced by a late penalty of 10%, not to exceed
$1,000.  However, initial reimbursement claims will be reduced by a late penalty of 10% with no
limitation.  In order for a claim to be considered properly filed, it must include any specific
supporting documentation requested in the instructions. Claims filed more than one year after
the deadline or without the requested supporting documentation will not be accepted.

B. Estimated Claim
An estimated claim is defined in GC Section 17522 as any claim filed with the SCO, during the
fiscal year in which the mandated costs are to be incurred by the local agency, against an
appropriation made to the SCO for the purpose of paying those costs.

An estimated claim may be filed in conjunction with an initial reimbursement claim, annual
reimbursement claim, or at other times for estimated costs to be incurred during the current
fiscal year. Annual estimated claims are due January 15 of the fiscal year in which the costs are
to be incurred. Initial estimated claims are due on the date specified in the claiming instructions.
Timely filed estimated claims are paid before those filed after the deadline.

After receiving payment for an estimated claim, the claimant must file a reimbursement claim by
January 15 following the fiscal year in which costs were incurred. If the claimant fails to file a
reimbursement claim, monies received for the estimated claims must be returned to the State.

C. Entitlement Claim
An entitlement claim is defined in GC Section 17522 as any claim filed by a local agency with
the SCO for the sole purpose of establishing or adjusting a base year entitlement for a
mandated program that has been included in SMAS. An entitlement claim should not contain
nonrecurring or initial start-up costs. There is no statutory deadline for the filing of entitlement
claims. However, entitlement claims and supporting documents should be filed by January 15
to permit an orderly processing of claims. When the claims are approved and a base year
entitlement amount is determined, the claimant will receive an apportionment reflective of the
program's current year costs.  School mandates included in SMAS are listed in Section 2,
number 6.

Once a mandate has been included in SMAS and the claimant has established a base year
entitlement, the claimant will receive automatic payments from the SCO for the mandate. The
automatic apportionment is determined by adjusting the claimant's base year entitlement for
changes in the implicit price deflator of costs of goods and services to governmental agencies,
as determined by the State Department of Finance. For programs approved by the COSM for
inclusion in SMAS on or after January 1, 1988, the payment for each year succeeding the three
year base period is adjusted according to any changes by both the deflator and average daily
attendance. Annual apportionments for programs included in the system are paid on or before
November 30 of each year.
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A base year entitlement is determined by computing an average of the claimant's costs for any
three consecutive years after the program has been approved for the SMAS process. The
amount is first adjusted according to any changes in the deflator. The deflator is applied
separately to each year's costs for the three years, which comprise the base year. The SCO
will perform this computation for each claimant who has filed claims for three consecutive
years. If a claimant has incurred costs for three consecutive years but has not filed a claim in
each of those years, the claimant may file an entitlement claim, form FAM-43, to establish a
base year entitlement. An entitlement claim does not result in the claimant being reimbursed for
the costs incurred, but rather entitles the claimant to receive automatic payments from SMAS.

3. Minimum Claim Amount
For initial claims and annual claims filed on or after September 30, 2002, if the total costs for a
given year do not exceed $1,000, no reimbursement shall be allowed except as otherwise allowed
by GC Section 17564. The county shall determine if the submission of a combined claim is
economically feasible and shall be responsible for disbursing the funds to each special district.
Combined claims may be filed only when the county is the fiscal agent for the special districts. A
combined claim must show the individual claim costs for each eligible school district. All
subsequent claims based upon the same mandate shall only be filed in the combined form unless a
special district, provides to the county and to the Controller, at least 180 days prior to the deadline
for filing the claim, a written notice of its intent to file a separate claim.

GC Section 17564(a) provides that no claim shall be filed pursuant to  Sections 17551 and 17561,
unless such a claim exceeds one thousand dollars ($1,000), provided that a county superintendent
of schools may submit a combined claim on behalf of school districts within their county if the
combined claim exceeds $1,000, even if the individual school district’s claim does not each exceed
$1,000. The county superintendent of schools shall determine if the submission of the combined
claim is economically feasible and shall be responsible for disbursing the funds to each school
district. These combined claims may be filed only when the county superintendent of schools is the
fiscal agent for the districts. A combined claim must show the individual claim costs for each eligible
district. All subsequent claims based upon the same mandate shall only be filed in the combined
form unless a school district provides a written notice of its intent to file a separate claim to the
county superintendent of schools and to the SCO at least 180 days prior to the deadline for filing
the claim.

4. Filing Deadline for Claims
Initial reimbursement claims (first-time claims) for reimbursement of costs of a previously unfunded
mandated program must be filed within 120 days from the date of issuance of the program’s
claiming instructions by the SCO. If the initial reimbursement claim is filed after the deadline, but
within one year of the deadline, the approved claim must be reduced by a 10% penalty. A claim
filed more than one year after the deadline cannot be accepted for reimbursement.

Annual reimbursement claims for costs incurred during the previous fiscal year and estimated
claims for costs to be incurred during the current fiscal year must be filed with the SCO and
postmarked on or before January 15.  If the annual or estimated reimbursement claim is filed after
the deadline, but within one year of the deadline, the approved claim must be reduced by a 10%
late penalty, not to exceed $1,000.  Claims must include supporting data to show how the amount
claimed was derived. Without this information, the claim cannot be accepted.

Entitlement claims do not have a filing deadline. However, entitlement claims and supporting
documents should be filed by January 15 to permit an orderly processing of claims.  Entitlement
claims are used to establish a base year entitlement amount for calculating automatic annual
payments.  Entitlement does not result in the claimant being reimbursed for costs incurred, but
rather entitles the claimant to receive automatic payments from SMAS.
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5. Payment of Claims
In order for the SCO to authorize payment of a claim, the Certification of Claim, form FAM-27, must
be properly filled out, signed, and dated by the entity's authorized officer.

Reimbursement and estimated claims are paid within 60 days of the filing deadline for the claim. A
claimant is entitled to receive accrued interest at the pooled money investment account rate if the
payment was made more than 60 days after the claim filing deadline or the actual date of claim
receipt, whichever is later. For an initial claim, interest begins to accrue when the payment is made
more than 365 days after the adoption of the program's statewide cost estimate. The SCO may
withhold up to 20 percent of the amount of an initial claim until the claim is audited to verify the
actual amount of the mandated costs. The 20 percent withheld is not subject to accrued interest.

In the event the amount appropriated by the Legislature is insufficient to pay the approved amount
in full for a program, claimants will receive a prorated payment in proportion to the amount of
approved claims timely filed and on hand at the time of proration.

The SCO reports the amounts of insufficient appropriations to the State Department of Finance, the
Chairperson of the Joint Legislative Budget Committee, and the Chairperson of the respective
committee in each house of the Legislature which considers appropriations in order to assure
appropriation of these funds in the Budget Act. If these funds cannot be appropriated on a timely
basis in the Budget Act, this information is transmitted to the COSM which will include these
amounts in its report to assure that an appropriation sufficient to pay the claims is included in the
next local government claims bill or other appropriation bills. When the supplementary funds are
made available, the balance of the claims will be paid.

Unless specified in the statutes, regulations, or parameters and guidelines, the determination of
allowable and unallowable costs for mandates is based on the Parameters and Guidelines adopted
by the COSM. The determination of allowable reimbursable mandated costs for unfunded
mandates is made by the COSM. The SCO determines allowable reimbursable costs, subject to
amendment by the COSM, for mandates funded by special legislation. Unless specified, allowable
costs are those direct and indirect costs, less applicable credits, considered to be eligible for
reimbursement. In order for costs to be allowable and thus eligible for reimbursement, the costs
must meet the following general criteria:

1. The cost is necessary and reasonable for proper and efficient administration of the mandate
and not a general expense required to carry out the overall responsibilities of government.

2. The cost is allocable to a particular cost objective identified in the Parameters and Guidelines.

3. The cost is net of any applicable credits that offset or reduce expenses of items allocable to the
mandate.

The SCO has identified certain costs that, for the purpose of claiming mandated costs, are
unallowable and should not be claimed on the claim forms unless specified as reimbursable under
the program. These expenses include, but are not limited to, subscriptions, depreciation,
memberships, conferences, workshops general education, and travel costs.

6. State Mandates Apportionment System (SMAS)
Chapter 1534, Statutes of 1985, established SMAS, a method of paying certain mandated
programs as apportionments. This method is utilized whenever a program has been approved for
inclusion in SMAS by the COSM.

When a mandated program has been included in SMAS, the SCO will determine a base year
entitlement amount for each school district that has submitted reimbursement claims, (or
entitlement claims), for three consecutive fiscal years. A base year entitlement amount is
determined by averaging the approved reimbursement claims, (or entitlement claims), for 1982-83,
1983-84, and 1984-85 years or any three consecutive fiscal years thereafter. The amounts are first
adjusted by any change in IPD, which is applied separately to each year's costs for the three years
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that comprise the base period. The base period means the three fiscal years immediately
succeeding the COSM's approval.

Each school district with an established base year entitlement for the program will receive
automatic annual payments from the SCO reflective of the program's current year costs. The
amount of apportionment is adjusted annually for any change in the IPD. If the mandated program
was included in SMAS after January 1, 1988, the annual apportionment is adjusted for any change
in both the IPD and workload.

In the event a school district has incurred costs for three consecutive fiscal years but did not file a
reimbursement claim in one or more of those fiscal years, the school district may file an entitlement
claim for each of those missed years to establish a base year entitlement. An "entitlement claim"
means any claim filed by a county with the SCO for the sole purpose of establishing a base year
entitlement. A base year entitlement shall not include any nonrecurring or initial start-up costs.

Initial apportionments are made on an individual program basis. After the initial year, all
apportionments are made by November 30. The amount to be apportioned is the base year
entitlement adjusted by annual changes in the IPD for the cost of goods and services to
governmental agencies as determined by the State Department of Finance.

In the event the county determines that the amount of apportionment does not accurately reflect
costs incurred to comply with a mandate, the process of adjusting an established base year
entitlement upon which the apportionment is based, is set forth in GC Section 17615.8  and
requires the approval of the COSM.

School Mandates Included In SMAS

Program Name Chapter/Statute Program Number

Immunization Records Ch. 1176/77 32

Pupil Expulsion Transcripts, program #91, Chapter 1253/75 was removed from SMAS for the
2002-03 fiscal year. This program was consolidated with other mandate programs that are
included in Pupil Suspension, Expulsions, and Expulsion Appeals, program #176.

7. Direct Costs
A direct cost is a cost that can be identified specifically with a particular program or activity.  Each
claimed reimbursable cost must be supported by documentation as described in Section 12.  Costs
that are typically classified as direct costs are:

(1) Employee Wages, Salaries, and Fringe Benefits

For each of the mandated activities performed, the claimant must list the names of the
employees who worked on the mandate, their job classification, hours worked on the
mandate, and rate of pay. The claimant may, in-lieu of reporting actual compensation and
fringe benefits, use a productive hourly rate:

(a) Productive Hourly Rate Options

A local agency may use one of the following methods to compute productive hourly rates:

•  Actual annual productive hours for each employee

•  The weighted-average annual productive hours for each job title, or

•  1,800* annual productive hours for all employees

If actual annual productive hours or weighted-average annual productive hours for each job
title is chosen, the claim must include a computation of how these hours were computed.
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*  1,800 annual productive hours excludes the following employee time:
o Paid holidays
o Vacation earned
o Sick leave taken
o Informal time off
o Jury duty
o Military leave taken.

(b) Compute a Productive Hourly Rate

1. Compute a productive hourly rate for salaried employees to include actual fringe benefit
costs. The methodology for converting a salary to a productive hourly rate is to
compute the employee's annual salary and fringe benefits and divide by the annual
productive hours.

Table 1    Productive Hourly Rate, Annual Salary + Benefits Method

Formula: Description:
[(EAS + Benefits) ÷ APH] = PHR EAS = Employee's Annual Salary

APH = Annual Productive Hours
[($26,000 + $8,099)] ÷ 1,800 hrs = 18.94 PHR = Productive Hourly Rate

•  As illustrated in Table 1, if you assume an employee's compensation was $26,000
and $8,099 for annual salary and fringe benefits, respectively, using the "Salary +
Benefits Method," the productive hourly rate would be $18.94.  To convert a biweekly
salary to EAS, multiply the biweekly salary by 26.  To convert a monthly salary to
EAS, multiply the monthly salary by 12.  Use the same methodology to convert other
salary periods.

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

Table 2    Productive Hourly Rate, Percent of Salary Method

Example:
Step 1:  Fringe Benefits as a Percent of

Salary
Step 2:  Productive Hourly Rate

Retirement 15.00 % Formula:
Social Security & Medicare  7.65 [(EAS x (1 + FBR)) ÷ APH] = PHR
Health & Dental Insurance  5.25
Workers Compensation  3.25 [($26,000 x (1.3115)) ÷ 1,800 ] = $18.94
Total 31.15 %

Description:
EAS = Employee's Annual Salary APH = Annual Productive Hours
FBR = Fringe Benefit Rate PHR = Productive Hourly Rate

•  As illustrated in Table 3, both methods produce the same productive hourly rate.
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Reimbursement for personnel services includes, but is not limited to, compensation paid
for salaries, wages and employee fringe benefits. Employee fringe benefits include
employer's contributions for social security, pension plans, insurance, workmen's
compensation insurance and similar payments. These benefits are eligible for
reimbursement as long as they are distributed equitably to all activities. Whether these
costs are allowable is based on the following presumptions:

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

•  The compensation paid and benefits received are appropriately authorized by the
governing board.

•  Amounts charged for personnel services are based on payroll documents that are
supported by time and attendance or equivalent records for individual employees.

•  The methods used to distribute personnel services should produce an equitable
distribution of direct and indirect allowable costs.

For each of the employees included in the claim, the claimant must use reasonable rates
and hours in computing the wage cost. If a person of a higher-level job position performs
an activity which normally would be performed by a lower-level position, reimbursement
for time spent is allowable at the average salary range for the lower-level position. The
salary rate of the person at the higher level position may be claimed if it can be shown
that it was more cost effective in comparison to the performance by a person at the
lower-level position under normal circumstances and conditions. The number of hours
charged to an activity should reflect the time expected to complete the activity under
normal circumstances and conditions. The numbers of hours in excess of normal
expected hours are not reimbursable.

(c) Calculating an Average Productive Hourly Rate

In those instances where the claiming instructions allow a unit as a basis of claiming
costs, the direct labor component of the unit cost should be expressed as an average
productive hourly rate and can be determined as follows:

Table 4  Calculating an Average Productive Hourly Rate

Time
Spent

Productive
Hourly Rate

Total Cost
by Employee

Employee A 1.25 hrs $6.00 $7.50

Employee B 0.75 hrs 4.50 3.38

Employee C 3.50 hrs 10.00 35.00

Total 5.50 hrs $45.88

Average Productive Hourly Rate is $45.88/5.50 hrs. = $8.34

(d) Employer's Fringe Benefits Contribution
A local agency has the option of claiming actual employer's fringe benefit contributions
or may compute an average fringe benefit cost for the employee's job classification and
claim it as a percentage of direct labor. The same time base should be used for both
salary and fringe benefits when computing a percentage. For example, if health and
dental insurance payments are made annually, use an annual salary. After the
percentage of salary for each fringe benefit is computed, total them.
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For example:

(e) Materials and Supplies
Only actual expenses can be claimed for materials and supplies, which were acquired
and consumed specifically for the purpose of a mandated program. The claimant must
list the materials and supplies that were used to perform the mandated activity, the
number of units consumed, the cost per unit, and the total dollar amount claimed.
Materials and supplies purchased to perform a particular mandated activity are
expected to be reasonable in quality, quantity and cost. Purchases in excess of
reasonable quality, quantity and cost are not reimbursable. Materials and supplies
withdrawn from inventory and charged to the mandated activity must be based on a
recognized method of pricing, consistently applied.  Purchases shall be claimed at the
actual price after deducting discounts, rebates and allowances received by local
agencies.

(f) Calculating a Unit Cost for Materials and Supplies
In those instances where the claiming instructions suggest that a unit cost be
developed for use as a basis of claiming costs mandated by the State, the materials
and supplies component of the unit cost should be expressed as a unit cost of
materials and supplies as shown in Table 1 or Table 2:

Table 1  Calculating A Unit Cost for Materials and Supplies

Supplies Cost Per Unit

Amount of
Supplies Used

Per Activity

Unit Cost
of Supplies
Per Activity

Paper 0.02  4 $0.08
Files 0.10  1 0.10
Envelopes 0.03  2 0.06
Photocopies 0.10  4   0.40

$0.64

Employer's Contribution % of Salary

Retirement 15.00%

Social Security 7.65%

Health and Dental

Insurance
5.25%

Worker's Compensation 0.75%

Total 28.65%
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Table 2  Calculating a Unit Cost for Materials and Supplies

Supplies
Supplies

Used

Unit Cost
of Supplies
Per Activity

Paper ($10.00 for 500 sheet ream)  250 Sheets $5.00
Files ($2.50 for box of 25)  10 Folders 1.00
Envelopes ($3.00 for box of 100)  50 Envelopes 1.50
Photocopies ($0.05 per copy)  40 Copies 2.00

$9.50

If the number of reimbursable instances, is 25, then the unit cost of supplies is $0.38
per reimbursable instance ($9.50 / 25).

(g) Contract Services
The cost of contract services is allowable if the local agency lacks the staff resources or
necessary expertise, or it is economically feasible to hire a contractor to perform the
mandated activity. The claimant must give the name of the contractor; explain the
reason for having to hire a contractor; describe the mandated activities performed; give
the dates when the activities were performed, the number of hours spent performing
the mandate, the hourly billing rate, and the total cost. The hourly billing rate shall not
exceed the rate specified in the claiming instructions for the mandated program. The
contractor's invoice, or statement, which includes an itemized list of costs for activities
performed, must accompany the claim.

(h) Equipment Rental Costs
Equipment purchases and leases (with an option to purchase) are not reimbursable as
a direct cost unless specifically allowed by the claiming instructions for the particular
mandate. Equipment rentals used solely for the mandate are reimbursable to the extent
such costs do not exceed the retail purchase price of the equipment plus a finance
charge. The claimant must explain the purpose and use for the equipment, the time
period for which the equipment was rented and the total cost of the rental. If the
equipment is used for purposes other than reimbursable activities, only the prorata
portion of the rental costs can be claimed.

(i) Capital Outlay
Capital outlays for land, buildings, equipment, furniture and fixtures may be claimed if
the claiming instructions specify them as allowable. If they are allowable, the claiming
instructions for the program will specify a basis for the reimbursement. If the fixed asset
or equipment is also used for purposes other than reimbursable activities for a specific
mandate, only the prorata portion of the purchase price used to implement the
reimbursable activities can be claimed.

(j) Travel Expenses
Travel expenses are normally reimbursable in accordance with travel rules and
regulations of the local jurisdiction. For some programs, however, the claiming
instructions may specify certain limitations on expenses, or that expenses can only be
reimbursed in accordance with the State Board of Control travel standards. When
claiming travel expenses, the claimant must explain the purpose of the trip, identify the
name and address of the persons incurring the expense, the date and time of departure
and return for the trip, description of each expense claimed, the cost of transportation,
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number of private auto mileage traveled, and the cost of tolls and parking with receipts
required for charges over $10.00.

(k) Documentation
It is the responsibility of the claimant to make available to the SCO, upon request,
documentation in the form of general and subsidiary ledgers, purchase orders,
invoices, contracts, canceled warrants, equipment usage records, land deeds, receipts,
employee time sheets, agency travel guidelines, inventory records, and other relevant
documents to support claimed costs. The type of documentation necessary for each
claim may differ with the type of mandate.

8. Indirect Costs
Indirect costs are: (a) Incurred for a common or joint purpose benefiting more than one cost
objective, and (b) not readily assignable to the cost objectives specifically benefited, without effort
disproportionate to the results achieved. Indirect costs can originate in the department performing
the mandate or in departments that supply the department performing the mandate with goods,
services and facilities. As noted previously, in order for a cost to be allowable, it must be allocable
to a particular cost objective. With respect to indirect costs, this requires that the cost be distributed
to benefiting cost objectives on bases, which produce an equitable result in relation to the benefits
derived by the mandate.

A college has the option of using a federally approved rate, utilizing the cost accounting principles
from Office of Management and Budget Circular A-21 "Cost Principles for Educational Institutions,"
or the Controller's methodology outlined in the following paragraphs. If the federal rate is used, it
must be from the same fiscal year in which the costs were incurred.

The Controller allows the following methodology for use by community colleges in computing an
indirect cost rate for state mandates. The objective of this computation is to determine an equitable
rate for use in allocating administrative support to personnel that performed the mandated cost
activities claimed by the community college. This methodology assumes that administrative
services are provided to all activities of the institution in relation to the direct costs incurred in the
performance of those activities. Form FAM-29C has been developed to assist the community
college in computing an indirect cost rate for state mandates. Completion of this form consists of
three main steps:

1. The elimination of unallowable costs from the expenses reported on the financial statements.

2. The segregation of the adjusted expenses between those incurred for direct and indirect
activities.

3. The development of a ratio between the total indirect expenses and the total direct expenses
incurred by the community college.

The computation is based on total expenditures as reported in "California Community Colleges
Annual Financial and Budget Report, Expenditures by Activity (CCFS-311)." Expenditures classified
by activity are segregated by the function they serve. Each function may include expenses for
salaries, fringe benefits, supplies, and capital outlay. OMB Circular A-21 requires expenditures for
capital outlays to be excluded from the indirect cost rate computation.

Generally, a direct cost is one incurred specifically for one activity, while indirect costs are of a more
general nature and are incurred for the benefit of several activities. As previously noted, the
objective of this computation is to equitably allocate administrative support costs to personnel that
perform mandated cost activities claimed by the college. For the purpose of this computation we
have defined indirect costs to be those costs which provide administrative support to personnel who
perform mandated cost activities. We have defined direct costs to be those costs that do not
provide administrative support to personnel who perform mandated cost activities and those costs
that are directly related to instructional activities of the college. Accounts that should be classified
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as indirect costs are: Planning, Policy Making and Coordination, Fiscal Operations, Human
Resources Management, Management Information Systems, Other General Institutional Support
Services, and Logistical Services. If any costs included in these accounts are claimed as a
mandated cost, i.e., salaries of employees performing mandated cost activities, the cost should be
reclassified as a direct cost. Accounts in the following groups of accounts should be classified as
direct costs: Instruction, Instructional Administration, Instructional Support Services, Admissions
and Records, Counseling and Guidance, Other Student Services, Operation and Maintenance of
Plant, Community Relations, Staff Development, Staff Diversity, Non-instructional Staff-Retirees'
Benefits and Retirement Incentives, Community Services, Ancillary Services and Auxiliary
Operations. A college may classify a portion of the expenses reported in the account Operation and
Maintenance of Plant as indirect. The claimant has the option of using a 7% or a higher indirect cost
percentage if the college can support its allocation basis.

The indirect cost rate, derived by determining the ratio of total indirect expenses to total direct
expenses when applied to the direct costs claimed, will result in an equitable distribution of the
college's mandate related indirect costs. An example of the methodology used to compute an
indirect cost rate is presented in Table 4.
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Table 4    Indirect Cost Rate for Community Colleges

MANDATED COST
INDIRECT COST RATE FOR COMMUNITY COLLEGES

FORM
FAM-29C

 (01) Claimant (02) Period of Claim

 (03) Expenditures by Activity (04) Allowable Costs

Activity EDP Total Adjustments Total Indirect Direct

 Subtotal Instruction 599 $19,590,357 $1,339,059 $18,251,298 $0 $18,251,298

 Instructional Administration and
Instructional Governance 6000

Academic Administration 6010 2,941,386 105,348 2,836,038 0 2,836,038

Course and Curriculum
Develop. 6020 21,595 0 21,595 0 21,595

Academic/Faculty Senate 6030

Other Instructional
Administration & Instructional
Governance

6090

 Instructional Support Services 6100

Learning Center 6110 22,737 863 21,874 0 21,874

Library 6120 518,220 2,591 515,629 0 515,629

Media 6130 522,530 115,710 406,820 0 406,820

Museums and Galleries 6140 0 0 0 0 0

Academic Information
Systems and Tech. 6150

Other Instructional Support
Services 6190

 Admissions and Records 6200 584,939 12,952 571,987 0 571,987

 Counseling and Guidance 6300

Counseling and Guidance 6310

Matriculation and Student
Assessment 6320

Transfer Programs 6330

Career Guidance 6340

Other Student Counseling and
Guidance 6390

 Other Student Services 6400

Disabled Students Programs &
Services 6420

Subtotal $24,201,764 $1,576,523 $22,625,241 $0 $22,625,241
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Table 4     Indirect Cost Rate for Community Colleges (continued)

MANDATED COST
INDIRECT COST RATE FOR COMMUNITY COLLEGES

FORM
FAM-29C

 (01) Claimant (02) Period of Claim
 (03) Expenditures by Activity (04) Allowable Costs

Activity EDP Total Adjustments Total Indirect Direct

Extended Opportunity
Programs & Services 6430

Health Services 6440 0 0 0 0 0

Student Personnel Admin. 6450 289,926 12,953 276,973 0 276,973

Financial Aid Administration 6460 391,459 20,724 370,735 0 370,735

Job Placement Services 6470 83,663 0 83,663 0 83,663

Veterans Services 6480 25,427 0 25,427 0 25,427

Miscellaneous Student
Services 6490 0 0 0 0 0

Operation & Maintenance of
Plant 6500

Building Maintenance and
Repairs 6510 1,079,260 44,039 1,035,221 0 1,035,221

Custodial Services 6530 1,227,668 33,677 1,193,991 0 1,193,991

Grounds Maintenance and
Repairs 6550 596,257 70,807 525,450 0 525,450

Utilities 6570 1,236,305 0 1,236,305 0 1,236,305

Other 6590 3,454 3,454 0 0 0

Planning, Policy Making, and
Coordination 6600 587,817 22,451 565,366 565,366 0

 General Inst. Support Services 6700

Community Relations 6710 0 0 0 0 0

Fiscal Operations 6720 634,605 17,270 617,335 553,184 (a)  64,151

Human Resources
Management 6730

Noninstructional Staff Benefits
& Incentives 6740

Staff Development 6750

Staff Diversity 6760

Logistical Services 6770

Management Information
Systems 6780

Subtotal $30,357,605 $1,801,898 $28,555,707 $1,118,550 $27,437,157
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Table 4     Indirect Cost Rate for Community Colleges (continued)

MANDATED COST
INDIRECT COST RATE FOR COMMUNITY COLLEGES

FORM
FAM-29C

 (01) Claimant (02) Period of Claim

 (03) Expenditures by Activity (04) Allowable Costs

Activity EDP Total Adjustments Total Indirect Direct

 General Inst. Sup. Serv. (cont.) 6700

Other General Institutional
Support Services 6790

 Community Services 6800

Community Recreation 6810 703,858 20,509 683,349 0 683,349

Community Service Classes 6820 423,188 24,826 398,362 0 398,362

Community Use of Facilities 6830 89,877 10,096 79,781 0 79,781

Economic Development 6840

Other Community Svcs. &
Economic Development 6890

 Ancillary Services 6900

Bookstores 6910 0 0 0 0 0

Child Development Center 6920 89,051 1,206 87,845 0 87,845

Farm Operations 6930 0 0 0 0 0

Food Services 6940 0 0 0 0 0

Parking 6950 420,274 6,857 413,417 0 413,417

Student Activities 6960 0 0 0 0 0

Student Housing 6970 0 0 0 0 0

Other 6990 0 0 0 0 0

 Auxiliary Operations 7000

Auxiliary Classes 7010 1,124,557 12,401 1,112,156 0 1,112,156

Other Auxiliary Operations 7090 0 0 0 0 0

 Physical Property Acquisitions 7100 814,318 814,318 0 0 0

 (05)  Total $34,022,728 $2,692,111 $31,330,617 $1,118,550 $30,212,067

 (06)  Indirect Cost Rate:  (Total Indirect Cost/Total Direct Cost) 3,70233%

 (07)  Notes

 (a)  Mandated Cost activities designated as direct costs per claim instructions.
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 FOREWORD 

This manual is issued to assist claimants in preparing mandated cost claims for submission to 
the State Controller’s Office. The information contained in this manual is based on the State of 
California’s statutes, regulations, and the parameters and guidelines (P’s & G’s) adopted by the 
Commission on State Mandates. Since each mandate is unique, it is imperative that claimants 
refer to the claiming instructions and P’s & G’s of each program for updated data on established 
policies, procedures, eligible reimbursable activities, and revised forms. These mandated cost 
claims can be filed manually on paper or selected claims may be filed electronically using the 
Local Government e-Claims system. 

Questions concerning this manual may be emailed to LRSDAR@sco.ca.gov; you may call the 
Local Reimbursements Section (LRS) at (916) 324-5729, or write to LRS at the address listed 
below. 

State Controller’s Office 
Attn: Local Reimbursements Section 
Division of Accounting and Reporting 
P.O. Box 942850  
Sacramento, CA 94250 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Prepared by the State Controller’s Office 
Revised July 1, 2012 
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FOREWORD

The claiming instructions contained in this manual are issued for the sole purpose of assisting claimants
with the preparation of claims for submission to the State Controller’s Office. These instructions have
been prepared based upon interpretation of the State of California statutes, regulations, and parameters
and guidelines adopted by the Commission on State Mandates. Therefore, unless otherwise specified,
these instructions should not be construed in any manner to be statutes, regulations, or standards.

If you have any questions concerning the enclosed material, write to the address below or call the Local
Reimbursements Section at (916) 324-5729.

State Controller’s Office
Attn:  Local Reimbursements Section
Division of Accounting and Reporting
P.O. Box 942850
Sacramento, CA  94250

Prepared by the State Controller's Office
Updated September 30, 2002
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APPROPRIATIONS FOR THE 2002-03 FISCAL YEAR

Source of State Mandated Cost Appropriations

Schedule Program Amount Appropriated

Chapter 379/02, Item 6110-295-0001

(1) Chapter 448/75 Annual Parent Notification III $3,664,000
(2) Chapter 77/78 Absentee Ballots 01

(3) Chapter 87/86 School Site Discipline Rules 01

(4) Chapter 98/94 Caregiver Affidavits 395,000
(5) Chapter 160/93 School District of Choice 01

(6) Chapter 134/87 Pupil Suspension:  District Employee Reports 1,0002

(7) Chapter 161/93 Intradistrict Attendance 1,000
(8) Chapter 172/86 Interdistrict Attendance 1,000
(9) Chapter 172/86 Interdistrict Attendance:  Parent's Employment 1,000
(10) Chapter 486/75 Mandate Reimbursement Process 1,000
(11) Chapter 498/83 Graduation Requirements 14,204,000
(12) Chapter 498/83 Notification of Truancy 8,150,000
(13) Chapter 498/83 Pupil Expulsion/Expulsion Appeals 2,480,0002

(14) Chapter 624/92 School Bus Safety 04

(15) Chapter 641/86 Open Meetings Act/Brown Act Reform 3,470,000
(16) Chapter 668/78 Pupil Exclusions 396,000
(17) Chapter 781/92 Charter Schools 611,000
(18) Chapter 783/95 Investment Reports 160,000
(19) Chapter 799/80 PERS Increased Death Benefits 788,0003

(20) Chapter 818/91 AIDS Prevention Instruction 3,187,000
(21) Chapter 961/75 Collective Bargaining 41,424,0002

(22) Chapter 965/77 Pupil Classroom Suspension 1,833,000
(23) Chapter 1208/76 Pupil Health Screenings 3,283,000
(24) Chapter 975/95 Physical Performance Tests 1,202,000
(25) Chapter 1423/84 Juvenile Court Notices II 343,000
(26) Chapter 1107/84 Removal of Chemicals 1,331,000
(27) Chapter 1117/89 Law Enforcement Agency Notification 1,543,000
(28) Chapter 1176/77 Immunization Records 3,520,000
(29) Chapter 1184/75 Habitual Truant 1,000
(30) Chapter 1213/91 Collective Bargaining Agreement Disclosures 277,0002

                                                     
1 If AB3005 is chaptered, these programs will be changed to optional mandates with no additional funding.

2 The programs in Schedules (6) and (13) were consolidated into Pupil Suspensions, Expulsions, and Expulsion Appeals and the programs in
schedules (21) and (30) were consolidated into Collective Bargaining.

3 Funds appropriated in Schedules (19) and (35) are for transfer to the Pupil Employees’ Retirement System for reimbursement of costs incurred
pursuant to Chapter 799/80 and Chapter 1398/74.

4 The programs in Schedules (14) and (45) were consolidated into School Bus Safety II. This program has been suspended during the 2002-03
fiscal year, per Budget Act Item 6110-295-0001, Chapter 379/02, Provision 4.5.
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APPROPRIATIONS FOR THE 2002-03 FISCAL YEAR (continued)

Source of State Mandated Cost Appropriations

Schedule Program Amount Appropriated

(31) Chapter 1253/75 Expulsion Transcripts 29,000
(32) Chapter 1284/88 Parent Classroom Visits 1,041,000
(33) Chapter 1306/89 Notification to Teachers of Pupil Expulsion 2,916,000
(34) Chapter 1347/80 Scoliosis Screening 2,291,000
(35) Chapter 1398/74 PERS-Unused Sick Leave Credits 3,261,0003

(36) Chapter 1463/89 School Accountability Report Cards 2,162,000
(37) Chapter 1607/84 School Crimes Reporting 0
(38) Chapter 1659/84 Emergency Procedures:  Earthquake & Disasters 14,542,000
(39) Chapter 1675/84 School Testing Physical Fitness 05

(40) Chapter 778/96 American Government Course Document Requirements 206,000
(41) Chapter 309/95 Pupil Residency Verification Appeals 224,000
(42) Chapter 588/97 Criminal Background Checks 5,202,000
(43) Chapter 410/95 School Crimes Reporting II 06

(44) Chapter 929/97 Annual Parent Notification-Staff Development 1,318,000
(45) Chapter 831/94 School Bus Safety II 06

Total Appropriations, Item 6110-295-001 $125,459,000

Chapter 379/02, Item 6870-295-0001

(1) Chapter       1/84    Health Fee Elimination 1,691,000

TOTAL - Funding for the 2002-03 Fiscal Year $127,150,000

                                                                                                                                                                           

5 No claims shall be filed for Schedule (39) School Testing Physical Fitness as this program is inactive.

6 Schedule (43) School Crimes Reporting II and (45) School Bus Safety II have been suspended during the 2002-03 fiscal year, per Budget Act
Item 6110-295-0001, Chapter 379/02, Provision 4.5.
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REIMBURSABLE STATE MANDATED COST PROGRAMS

Claims for the following State mandated cost programs may be filed with the SCO. For your convenience,
the programs are listed in alphabetical order by program name. An "X" indicates the fiscal year for which a
claim may be filed.

2001-02
Reimburse-
ment Claims

2002-03
Estimated

Claims
School Districts and County Offices of Education

x  x1 Chapter 77/78 Absentee Ballots
x x Chapter 818/91 AIDS Prevention Instruction
x x Chapter 778/96 American Government Course Document Requirements
x x Chapter 448/75 Annual Parent Notification III
x x Chapter 98/94 Caregiver Affidavits
x x Chapter 781/92 Charter Schools
x x Chapter 917/87 COE Fiscal Accountability Reporting
x x Chapter 961/75 Collective Bargaining
x x Chapter 784/95 County Treasury Oversight Committee
x x Chapter 588/97 Criminal Background Checks
x x Chapter 1659/84 Emergency Procedures:  Earthquakes and Disasters
x x Chapter 650/94 Employee Benefits Disclosure
x x Chapter 1253/75 Expulsion of Pupils: Transcript Cost for Appeals
x x Chapter 36/77 Financial and Compliance Audits
x x Chapter 498/83 Graduation Requirements
x x Chapter 1184/75 Habitual Truant
x x Chapter 1120/96 Health Benefits for Survivors of Peace Officers & Firefighters
x x Chapter 1/84 Health Fee Elimination
x x Chapter 1176/77 Immunization Records
x x Chapter 172/86 Interdistrict Attendance Permits
x x Chapter 172/86 Interdistrict Transfer Requests: Parents Employment
x x Chapter 161/93 Intradistrict Attendance
x x Chapter 783/95 Investment Reports
x x Chapter 1423/84 Juvenile Court Notices II
x x Chapter 1117/89 Law Enforcement Agency Notification
x x Chapter 284/98 Law Enforcement College Jurisdiction Agreements
x x Chapter 126/93 Law Enforcement Sexual Harassment Training
x x Chapter 486/75 Mandate Reimbursement Process
x x Chapter 498/83 Notification of Truancy
x x Chapter 1306/89 Notification to Teachers: Pupils Subject to Suspension or

Expulsion
x x Chapter 641/86 Open Meetings Act/Brown Act Reform
x x Chapter 1284/88 Parent Classroom Visits
x x Chapter 465/76 Peace Officers Procedural Bill of Rights
x x Chapter 875/85 Photographic Record of Evidence
x x Chapter 64097 Physical Education Reports
x x Chapter 975/95 Physical Performance Tests
x x Chapter 965/77 Pupil Classroom Suspension:  Counseling
x x Chapter 668/78 Pupil Exclusions
x x Chapter 1208/76 Pupil Health Screenings
x x Chapter 309/95 Pupil Residency Verification and Appeals
x x Chapter 1253/75 Pupil Suspensions, Expulsions, and Expulsion Appeals

                                                     
1 Refer to footnote 1 listed under “Appropriations for the 2002-03 fiscal year.”
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REIMBURSABLE STATE MANDATED COST PROGRAMS (continued)

2001-02
Reimburse-
ment Claims

2002-03
Estimated

Claims
School Districts and County Offices of Education

x x Chapter 1107/84 Removal of Chemicals
x x Chapter 1463/89 School Accountability Report Cards
x N/A Chapter 624/92 School Bus Safety II
x N/A Chapter 1607/84 School Crimes Reporting II
x x Chapter 100/81 School District Fiscal Accountability Reporting
x  x1 Chapter 160/93 School District of Choice:  Transfers and Appeals
x x Chapter 1138/93 School Site Councils and Brown Act Reform
x  x1 Chapter 87/86 Schoolsite Discipline Rules
x x Chapter 1347/80 Scoliosis Screening
x x Chapter 908/96 Sex Offenders:  Disclosure by Law Enforcement Officers
x x Chapter 828/97 Standardized Testing and Reporting

Community College Districts

x  x1 Chapter 77/78 Absentee Ballots
x x Chapter 961/75 Collective Bargaining
x x Chapter 1/84 Health Fee Elimination
x x Chapter 783/95 Investment Reports
x x Chapter 284/98 Law Enforcement College Jurisdiction Agreements
x x Chapter 486/75 Mandate Reimbursement Process
x x Chapter 641/86 Open Meetings Act/Brown Act Reform
x x Chapter 908/96 Sex Offenders:  Disclosure by Law Enforcement Officers
x x Chapter 1249/92 Threats Against Peace Officerss

                                                     
If AB3005 is chaptered, these programs will be changed to optional mandates with no additional funding.
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AUDIT OF COSTS

All claims submitted to the SCO are reviewed to determine if costs are related to the mandate, costs are
reasonable and not excessive, and the claim was prepared in accordance with the claiming instructions. If
any adjustments are made to a claim, a "Notice of Claim Adjustment" will be mailed within 30 days after
payment of the claim. The notice will specify the claim component adjusted, the amount adjusted, and the
reason for the adjustment.

On-site audits will be conducted by the SCO as deemed necessary. Accordingly, documentation to
support actual costs claimed must be retained for a period of two years after the end of the calendar year
in which the reimbursement claim was filed or last amended. Claim documentation shall be made
available to the SCO on request.

RETENTION OF CLAIMING INSTRUCTIONS

For your convenience, the revised claiming instructions in this package have been arranged in
alphabetical order by program name. These revisions should be inserted in the School Mandated Cost
Manual and the old forms they replace should be removed. The instructions should then be retained
permanently for future reference, and the forms should be duplicated to meet your filing requirements.
Annually, updated forms and any other information or instructions claimants may need to file claims, as
well as instructions and forms for all new programs released throughout the year will be placed on the
SCO’s web site at www.sco.ca.gov/ard/local/locreim/index/htm.

If you have any questions concerning mandated cost reimbursements, please write to us at the address
listed for filing claims, send e-mail to bowen@sco.ca.gov, or call the Local Reimbursements Section at
(916) 324-5729.
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FILING A CLAIM
1. Introduction

The law in the State of California provides for the reimbursement of costs incurred by local
agencies and school districts for costs mandated by the State. Costs mandated by the State means
any increased costs which a local agency or school district is required to incur after July 1, 1980, as
a result of any statute enacted after January 1, 1975, or any executive order implementing such
statute which mandates a new program or higher level of service of an existing program.

Estimated claims that show costs to be incurred in the current fiscal year and reimbursement claims
that detail the costs actually incurred for the prior fiscal year may be filed with the State Controller's
Office (SCO). Claims for on-going programs are filed annually by January 15. Claims for new
programs are filed within 120 days from the date claiming instructions are issued for the program. A
penalty is assessed for late claims. The SCO may audit the records of any local agency or school
district to verify the actual amount of mandated costs and may reduce any claim which is excessive
or unreasonable.

When a program has been reimbursed for three or more years, the Commission On State
Mandates (COSM) may approve the program for inclusion in the State Mandates Apportionment
System (SMAS). For programs included in SMAS, the SCO determines the amount of each
claimant's entitlement based on an average of three consecutive fiscal years of actual costs
adjusted by any changes in the implicit price deflator. Claimants with an established entitlement
receive an annual apportionment adjusted by any changes in the implicit price deflator and, under
certain circumstances, by any changes in workload. Claimants with an established entitlement do
not file further claims for the program.

The SCO is authorized to make payments for costs of mandated programs from amounts
appropriated by the State Budget Act, by the State Mandates Claims Fund, or by specific
legislation. In the event the appropriation is insufficient to pay claims in full, claimants will receive
prorated payments in proportion to the dollar amount of approved claims for the program. Balances
of prorated payments will be made when supplementary funds are made available.

The instructions contained in this manual are intended to provide general guidance for filing a
mandated cost claim. Since each mandate is administered separately, it is important to refer to the
specific program for information relating to established policies on eligible reimbursable costs.

2. Types of Claims

A claimant may file a reimbursement claim for mandated costs incurred during the previous fiscal
year or may file an estimated claim for mandated costs to be incurred during the current fiscal year.
For mandates included in SMAS, a claimant who had established a base year entitlement would
automatically be reimbursed by the SCO for the mandate.

All claims received by the SCO will be reviewed to verify costs. Adjustments to the claims will be
made if the amounts claimed are determined to be excessive, improper, or unreasonable. Claims
must be filed with sufficient documentation (if required in claiming instructions) to support the costs
claimed. The types of documentation required to substantiate a claim are identified in the "Cost
Elements of a Claim" section of this manual. The certification on Form FAM-27 must be signed and
dated by the entity's authorized officer in order for the SCO to make payment on the claim.

A. Reimbursement Claim

A reimbursement claim is defined by Government Code Section (GC §) 17522 as any claim for
costs incurred by a local agency or school district and filed with the SCO against an
appropriation made for the purpose of paying the claim.
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•  A claimant may file an annual reimbursement claim by January 15 following the fiscal year
in which costs were incurred for an on-going program. A reimbursement claim must detail
the costs actually incurred for a fiscal year. The claim must include supporting
documentation if required in claiming instruction to substantiate the costs claimed.

•  Prior to January 1, 1990, if a claimant submitted an otherwise valid reimbursement claim
after the deadline, the Controller would have paid the claim in an amount equal to 80
percent of the amount that would have been paid had the claim been timely filed. Any
reimbursement claim submitted more than one year after the deadline would not be paid.

•  After January 1, 1990, the late penalty provision was changed by Chapter 589/89. Any
reimbursement claim with a filing deadline that is after January 1, 1990, will be reduced by
10 percent of the approved costs, but not to exceed $1,000 if it is filed after the deadline.

•  Any reimbursement claim submitted more than one year after the deadline will not be paid.

•  As added by Chapter 643/99, on October 10, 1999, all initial claims for all fiscal years
required to be filed on their initial filing date for a state-mandated local program shall be
considered as one claim for the purpose of computing any late claim penalty.

B. Estimated Claim

An estimated claim is defined by GC § 17522 as any claim filed with the SCO during the fiscal
year in which the mandated costs are to be incurred by the local agency or school district
against an appropriation made to the SCO for the purpose of paying those costs.

•  A claimant may file an estimated claim for mandated costs to be incurred during the fiscal
year. Estimated claims are due by January 15 of the fiscal year in which the costs are to be
incurred or by a date specified in the claiming instructions. After having received payment
for an estimated claim, the claimant must file a reimbursement claim by January 15 of the
following fiscal year. The reimbursement claim must detail the actual costs incurred for the
fiscal year in which the estimated claim was filed. If actual costs are greater than or less
than the estimated claim, the balance is either the amount due to the claimant or due from
the claimant.

C. Entitlement Claim

An entitlement claim is defined by GC § 17522 as any claim filed by a local agency or school
district with the SCO for the sole purpose of establishing or adjusting a base year entitlement
for a mandate that has been included in SMAS. School mandates included in SMAS are listed
in Appendix A.

Once a mandate has been included in SMAS and the claimant has established a base year
entitlement, the claimant will receive automatic payments from the SCO for the mandate. The
automatic apportionment is determined by adjusting the claimant's base year entitlement for
changes in the implicit price deflator of costs of goods and services to governmental agencies,
as determined by the State Department of Finance. For programs approved by the COSM for
inclusion in SMAS on or after January 1, 1988, the payment for each year succeeding the three
year base period is adjusted according to any changes by both the deflator and average daily
attendance. Annual apportionments for programs included in the system are paid on or before
November 30 of each year.

•  A base year entitlement is determined by computing an average of the claimant's costs for
fiscal years 1982-83, 1983-84, 1984-85 or any three consecutive years thereafter. The
amount is first adjusted according to any changes in the deflator. The deflator is applied
separately to each year's costs for the three years, which comprise the base year. The
SCO will perform this computation for each claimant who has filed claims for three
consecutive years. If a claimant has incurred costs for three consecutive years but has not
filed a claim in each of those years, the claimant may file an entitlement claim, form FAM-
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filed a claim in each of those years, the claimant may file an entitlement claim, form FAM-
43, to establish a base year entitlement. An entitlement claim does not result in the
claimant being reimbursed for the costs incurred, but rather entitles the claimant to receive
automatic payments from SMAS.

Claims should be rounded to the nearest dollar. Submit a signed original and one copy of form
FAM-27, Claim for Payment, and all other forms and supporting documents (no copies necessary).
Use the following mailing addresses:

If delivered by
U.S. Postal Service:

If delivered by
Other delivery services:

Office of the State Controller
Attn: Local Reimbursements Section
Division of Accounting and Reporting
P.O. Box 942850
Sacramento, CA  94250

Office of the State Controller
Attn: Local Reimbursements Section
Division of Accounting and Reporting
3301 C Street, Suite 500
Sacramento, CA  95816

3. Minimum Claim Amount

GC Section 17564 provides that no claim shall be filed pursuant to Sections 17551 and 17561,
unless such a claim exceeds two hundred dollars ($200)1, provided that a county superintendent of
schools or county may submit a combined claim on behalf of school districts, direct service districts,
or special districts within their county if the combined claim exceeds $200, even if the individual
school district’s, direct service district’s, or special district’s claims do not each exceed $200. The
county superintendent of schools or the county shall determine if the submission of the combined
claim is economically feasible and shall be responsible for disbursing the funds to each school,
direct service, or special district. These combined claims may be filed only when the county
superintendent of schools or the county is the fiscal agent for the districts. A combined claim must
show the individual claim costs for each eligible district. All subsequent claims based upon the
same mandate shall only be filed in the combined form unless a school district, direct service
district, or special district provides to the county superintendent of schools or county and to the
SCO, at least 180 days prior to the deadline for filing the claim, a written notice of its intent to file a
separate claim.

4. Eligibility of Costs

Unless specified in the statutes, regulations, or parameters and guidelines, the determination of
allowable and unallowable costs for mandates is based on generally accepted accounting
principles. The determination of allowable reimbursable mandated costs for unfunded mandates is
made by the COSM. The SCO determines allowable reimbursable costs, subject to amendment by
the COSM, for mandates funded by special legislation. Unless specified, allowable costs are those
direct and indirect costs, less applicable credits, considered to be eligible for reimbursement. In
order for costs to be allowable and thus eligible for reimbursement, the costs must meet the
following general criteria:

•  The cost is necessary and reasonable for proper and efficient administration of the
mandate and not a general expense required carrying out the overall responsibilities of
government.

•  The cost is allocable to a particular cost objective.

•  The cost is net of any applicable credits that offset or reduce expenses of items
allocable to the mandate.

The SCO has identified certain costs that, for the purpose of claiming mandated costs, are

                                                     
1 If AB3000 is chaptered, the minimum claim amount would be increased from $200 to $1,000.
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unallowable and should not be claimed on the claim forms unless specified as reimbursable under
the program. These expenses include, but are not limited to, subscriptions, depreciation,
memberships, conferences, workshops, and general education.

5. Cost Elements of a Claim

Claims for reimbursement of mandated costs are comprised of allowable costs that are either direct
or indirect. Because each mandate is unique, the cost element guidelines in this chapter are
provided as a general reference. If the requirements of a specific mandate differ from these cost
guidelines, the requirements outlined under the specific mandate shall take precedence.

A. Direct Costs

A direct cost is a cost that can be identified specifically with a particular program or activity.
Costs that are typically classified as direct costs are:

Table 1    Annual Billable Hours

Days Hours Per Day Total Hours
Gross Hours 365 8 2,920
Weekends 104 8 (832)
Holidays 11 8 (88)
Vacation 14 8 (112)
Sick Leave, Misc. 11 8 (88)
Annual Billable Hours 1,800

•  As illustrated in Table 1, a claimant may use 1,800 hours for a full-time employee. If a
claimant uses an amount less than 1,800 hours as annual billable hours, a computation
of how these hours were computed must be included with the claim.

•  Compensation of employees for time devoted specifically to the execution of the
mandate.

•  Cost of materials acquired, consumed, or expended specifically for the purpose of the
mandate.

•  Services furnished specifically for the mandate by other entities.

(1) Employee Wages, Salaries, and Fringe Benefits

For each of the mandated activities performed, the claimant must list the names of the
employees who worked on the mandate, their job classification, hours worked on the
mandate, and rate of pay. The claimant may, in-lieu of reporting actual compensation and
fringe benefits, use an hourly rate:

(a) Compute a billable hourly rate for salaried employees to include actual fringe benefit
costs. The methodology for converting a salary to a billable hourly rate is to compute
the employee's annual salary and fringe benefits and divide by the annual billable
hours. Annual billable hours equal the gross annual hours less non-work hours.

Table 2    Annual Billable Rate, Salary + Benefits Method

Formula: Description:
[(EAS + Benefits) ÷ ABH] = ABR EAS = Employee's Annual Salary

ABH = Annual Billable Hours
[($26,000 + $7,750)] ÷ 1,800 hrs = $18.75 ABR = Annual Billable Rate
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•  As illustrated in Table 2, if you assume an employee's compensation was $26,000 and
$7,750 for annual salary and fringe benefits, respectively, using the "Salary + Benefits
Method," the annual billable rate would be $18.75.

(b) A claimant may also compute the annual billable rate by using the "Percent of Salary
Method."

Table 3    Annual Billable Rate, Percent of Salary Method

Example:
Step 1:  Fringe Benefits as a Percent of
Salary

Step 2:  Annual Billable Rate

Retirement 15.00 % Formula:
Social Security  6.30 [(EAS x (1 + FBR)) ÷ ABH] = ABR
Health & Dental Insurance  5.25
Workers Compensation  3.25 [($26,000 x (1.2981)) ÷ 1,800 ] = $18.75
Total 29.80 %

Description:
EAS = Employee's Annual Salary ABH = Annual Billable Hours
FBR = Fringe Benefit Rate ABR = Annual Billable Rate

•  As illustrated in Table 3, both methods produce the same annual billable rate.

Reimbursement for personnel services includes, but is not limited to, compensation paid for
salaries, wages and employee fringe benefits. Employee fringe benefits include regular
compensation paid to employees during periods of authorized absences (i.e., annual leave,
sick leave, etc.) and employer's contributions for social security, pension plans, insurance,
workmen's compensation insurance and similar payments. These benefits are eligible for
reimbursement as long as they are distributed equitably to all activities. Whether these
costs are allowable is based on the following presumptions:

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

•  The compensation paid and benefits received are appropriately authorized by the
governing board.

•  Amounts charged for personnel services are based on payroll documents that are
supported by time and attendance or equivalent records for individual employees.

•  The methods used to distribute personnel services should produce an equitable
distribution of direct and indirect allowable costs.

For each of the employees included in the claim, the claimant must use reasonable rates
and hours in computing the wage cost. If a person of a higher-level job position performs an
activity which normally would be performed by a lower-level position, reimbursement for
time spent is allowable at the average salary range for the lower-level position. The salary
rate of the person at the higher level position may be claimed if it can be shown that it was
more cost effective in comparison to the performance by a person at the lower-level
position under normal circumstances and conditions. The number of hours charged to an
activity should reflect the time expected to complete the activity under normal
circumstances and conditions. The numbers of hours in excess of normal expected hours
are not reimbursable.
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(2) Materials and Supplies

Only those materials and supplies not included in the overhead rate and used exclusively
for the mandated activity are reimbursable under this cost element. The claimant must list
the materials and supplies that were used to perform the mandated activity, the number of
units consumed, the cost per unit, and the dollar amount claimed as a cost. Material and
supplies purchased to perform a particular mandated activity are expected to be
reasonable in quality, quantity and costs. Purchases in excess of reasonable quality,
quantity and costs are not reimbursable. Materials and supplies that are withdrawn from
inventory must be charged to the mandated activity based upon a recognized method of
pricing, consistently applied.

(3) Contract Services

For each of the activities performed, the claimant must list the name of the consulting firm
that was contracted with to provide the service and describe the specific mandated
activities performed by the consultant. The claimant must also provide the inclusive dates
when the service was performed, the number of hours spent to perform the mandate, and
the consultant's hourly billing rate. The hourly billing rate shall not exceed the rate specified
in the claiming instructions for the mandated program. The consultant's statement, which
includes an itemized list of costs for services performed, must accompany the claim.

(4) Equipment

Equipment purchases and leases (with an option to purchase) are not reimbursable as a
direct cost unless specifically allowed by the claiming instructions for a particular mandate.
Equipment rentals used solely for the mandate is reimbursable to the extent such costs do
not exceed the retail purchase price of the equipment plus a finance charge. For each of
the activities performed, the claimant must identify the equipment that was rented the time
period for which the equipment was rented and the cost of the rental.

(5) Capital Outlays

Capital outlays for land, building, equipment, furniture and fixtures may be claimed only if
the claiming instructions specify them as allowable for the program. If the capital outlays
are allowable, the claiming instructions for the mandated program will specify the basis for
the reimbursement.

(6) Travel Expenses

Travel expenses are normally reimbursable in accordance with travel rules and regulations
of local jurisdictions, except for programs that must be reimbursed in accordance with the
State Board of Control travel standards (Refer to Appendix B, State of California Travel
Expense Guidelines, for current rates). For each activity performed, the claimant must
identify the purpose of the trip, the name and address of the person incurring the expense,
the date and time of departure and return for each trip, a description of each expense
claimed, the cost of commercial transportation or number of private auto miles traveled,
and amount of tolls and parking with receipts over $10.00.

(7) Documentation

It is the responsibility of the claimant to make available to the SCO, upon request,
documentation in the form of general and subsidiary ledgers, purchase orders, invoices,
contracts, canceled warrants, equipment usage records, land deeds, receipts, employee
time sheets, agency travel guidelines, inventory records, and other relevant documents to
support claimed costs. The type of documentation necessary for each claim may differ with
the type of mandate.
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B. Indirect Cost

Indirect costs are: (a) Incurred for a common or joint purpose benefiting more than one cost
objective, and (b) not readily assignable to the cost objectives specifically benefited, without
effort disproportionate to the results achieved. Indirect costs can originate in the department
performing the mandate or in departments that supply the department performing the mandate
with goods, services and facilities. As noted previously, in order for a cost to be allowable, it
must be allocable to a particular cost objective. With respect to indirect costs, this requires that
the cost be distributed to benefiting cost objectives on bases, which produce an equitable result
in relation to the benefits derived by the mandate.

(1) Indirect Costs for Schools

School districts and county superintendents of schools may claim indirect costs incurred for
mandated costs. For fiscal years prior to 1986-87, school districts and county
superintendents of schools may use the Department of Education Form Nos. J41A or J-
73A, respectively, applicable to the fiscal year of the claim. The rate, however, must not be
applied to items of direct costs claimed in complying with the mandate if those same costs
are included in cost centers identified as General Support (i.e., EDP Codes 400, 405, 410
in Column 3). For the 1986-87 and subsequent fiscal years, school districts and county
superintendents of schools may use the Annual Program Cost Data Report, Department of
Education Form Nos. J-380 or J-580, respectively, applicable to the fiscal year of the claim.

The amount of indirect costs the claimant is eligible to claim is computed by multiplying the
rate by direct costs. When applying the rate, multiply the rate by direct costs not included in
total support services EDP No. 422 of the J-380 or J-580. If there are any exceptions to this
general rule for applying the indirect cost rate, they will be found in the individual mandate
instructions.

(2) Indirect Cost Rate for Community Colleges

A college has the option of using a federally approved rate, utilizing the cost accounting
principles from Office of Management and Budget Circular A-21 "Cost Principles for
Educational Institutions," or the Controller's methodology outlined in the following
paragraphs. If the federal rate is used, it must be from the same fiscal year in which the
costs were incurred.

The Controller allows the following methodology for use by community colleges in
computing an indirect cost rate for state mandates. The objective of this computation is to
determine an equitable rate for use in allocating administrative support to personnel that
performed the mandated cost activities claimed by the community college. This
methodology assumes that administrative services are provided to all activities of the
institution in relation to the direct costs incurred in the performance of those activities. Form
FAM-29C has been developed to assist the community college in computing an indirect
cost rate for state mandates. Completion of this form consists of three main steps:

•  The elimination of unallowable costs from the expenses reported on the financial
statements.

•  The segregation of the adjusted expenses between those incurred for direct and
indirect activities.

•  The development of a ratio between the total indirect expenses and total direct
expenses incurred by the community college.
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The computation is based on total expenditures as reported in "California Community
Colleges Annual Financial and Budget Report, Expenditures by Activity (CCFS-311)."
Expenditures classified by activity are segregated by the function they serve. Each function
may include expenses for salaries, fringe benefits, supplies, and capital outlay. OMB
Circular A-21 requires expenditures for capital outlays to be excluded from the indirect cost
rate computation.

Generally, a direct cost is one incurred specifically for one activity, while indirect costs are
of a more general nature and are incurred for the benefit of several activities. As previously
noted, the objective of this computation is to equitably allocate administrative support costs
to personnel that perform mandated cost activities claimed by the college. For the purpose
of this computation we have defined indirect costs to be those costs which provide
administrative support to personnel who perform mandated cost activities. We have defined
direct costs to be those indirect costs that do not provide administrative support to
personnel who perform mandated cost activities and those costs that are directly related to
instructional activities of the college. Accounts that should be classified as indirect costs
are: Planning and Policy Making, Fiscal Operations, General Administrative Services, and
Logistical Services. If any costs included in these accounts are claimed as a mandated
cost, i.e., salaries of employee performing mandated cost activities, the cost should be
reclassified as a direct cost. Accounts in the following groups of accounts should be
classified as direct costs: Instruction, Instructional Administration, Instructional Support
Services, Admissions and Records, Counseling and Guidance, Other Student Services,
Operation and Maintenance of Plant, Community Relations, Staff Services, Non-
instructional Staff-Retirees' Benefits and Retirement Incentives, Community Services,
Ancillary Services and Auxiliary Operations. A college may classify a portion of the
expenses reported in the account Operation and Maintenance of Plant as indirect. The
claimant has the option of using a 7% or a higher expense percentage is allowable if the
college can support its allocation basis.

The rate, derived by determining the ratio of total indirect expenses and total direct
expenses when applied to the direct costs claimed, will result in an equitable distribution of
the college's mandate related indirect costs. An example of the methodology used to
compute an indirect cost rate is presented in Table 4.
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Table 4    Indirect Cost Rate for Community Colleges

MANDATED COST
INDIRECT COST RATE FOR COMMUNITY COLLEGES

FORM
FAM-29C

 (01) Claimant (02) Period of Claim

 (03) Expenditures by Activity (04) Allowable Costs

Activity EDP Total Adjustments Total Indirect Direct

 Subtotal Instruction 599 $19,590,357 $1,339,059 $18,251,298 $0 $18,251,298

 Instructional Administration 6000

Academic Administration 301 2,941,386 105,348 2,836,038 0 2,836,038

 Course Curriculum & Develop. 302 21,595 0 21,595 0 21,595

 Instructional Support Service 6100

Learning Center 311 22,737 863 21,874 0 21,874

Library 312 518,220 2,591 515,629 0 515,629

Media 313 522,530 115,710 406,820 0 406,820

Museums and Galleries 314 0 0 0 0 0

 Admissions and Records 6200 584,939 12,952 571,987 0 571,987

 Counseling and Guidance 6300 1,679,596 54,401 1,625,195 0 1,625,195

 Other Student Services 6400

Financial Aid Administration 321 391,459 20,724 370,735 0 370,735

Health Services 322 0 0 0 0 0

Job Placement Services 323 83,663 0 83,663 0 83,663

Student Personnel Admin. 324 289,926 12,953 276,973 0 276,973

Veterans Services 325 25,427 0 25,427 0 25,427

Other Student Services 329 0 0 0 0 0

 Operation & Maintenance 6500

Building Maintenance 331 1,079,260 44,039 1,035,221 0 1,035,221

Custodial Services 332 1,227,668 33,677 1,193,991 0 1,193,991

Grounds Maintenance 333 596,257 70,807 525,450 0 525,450

Utilities 334 1,236,305 0 1,236,305 0 1,236,305

Other 339 3,454 3,454 0 0 0

 Planning and Policy Making 6600 587,817 22,451 565,366 565,366 0

 General Inst. Support Services 6700

Community Relations 341 0 0 0 0 0

Fiscal Operations 342 634,605 17,270 617,335 553,184 (a)  64,151

Subtotal $32,037,201 $1,856,299 $30,180,902 $1,118,550 $29,062,352
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Table 4     Indirect Cost Rate for Community Colleges (continued)

MANDATED COST
INDIRECT COST RATE FOR COMMUNITY COLLEGES

FORM
FAM-29C

 (01) Claimant (02) Period of Claim

 (03) Expenditures by Activity (04) Allowable Costs

Activity EDP Total Adjustments Total Indirect Direct

 General Inst. Sup. Serv. (cont.) 6700

Administrative Services 343 $1,244,248 $219,331 $1,024,917 $933,494 (a)  $91,423

Logistical Services 344 1,650,889 126,935 1,523,954 1,523,954 0

Staff Services 345 0 0 0 0 0

 Noninstr. Staff Benefit & Incent. 346 10,937 0 10,937 0 10,937

 Community Services 6800

Community Recreation 351 703,858 20,509 683,349 0 683,349

Community Service Classes 352 423,188 24,826 398,362 0 398,362

Community Use of Facilities 353 89,877 10,096 79,781 0 79,781

 Ancillary Services 6900

Bookstores 361 0 0 0 0 0

Child Development Center 362 89,051 1,206 87,845 0 87,845

Farm Operations 363 0 0 0 0 0

Food Services 364 0 0 0 0 0

Parking 365 420,274 6,857 413,417 0 413,417

Student Activities 3663 0 0 0 0 0

Student Housing 67 0 0 0 0 0

Other 379 0 0 0 0 0

 Auxiliary Operations 7000

Auxiliary Classes 381 1,124,557 12,401 1,112,156 0 1,112,156

Other Auxiliary Operations 382 0 0 0 0 0

 Physical Property Acquisitions 7100 814,318 814,318 0 0 0

 (05)  Total $38,608,398 $3,092,778 $35,515,620 $3,575,998 $31,939,622

 (06)  Indirect Cost Rate:  (Total Indirect Cost/Total Direct Cost) 11.1961%

 (07)  Notes

 (a)  Mandated Cost activities designated as direct costs per claim instructions.
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Adopted:   8/27/87 
Amended:  5/25/89 
Amended:  1/29/10 

 

AMENDMENT TO PARAMETERS AND GUIDELINES 
Statutes 1984, 2nd E.S., Chapter 1 

Statutes 1987, Chapter 1118 

Health Fee Elimination 
05-PGA-69 (CSM-4206) 

This amendment is effective beginning with the claims filed for the  
July 1, 2005 through June 30, 2006 period of reimbursement 

I. SUMMARY OF MANDATE 

Chapter 1, Statutes of 1984, 2nd E.S. repealed Education Code Section 72246 which had 
authorized community college districts to charge a health fee for the purpose of providing 
health supervisions and services, direct and indirect medical and hospitalization services, and 
operation of student health centers.  This statute also required that health services for which a 
community college district charged a fee during the 1983-84 fiscal year had to be maintained 
at that level in the 1984-85 fiscal year and every year thereafter.  The provisions of this statue 
would automatically repeal on December 31, 1987, which would reinstate the Community 
colleges districts’ authority to charge a health fee as specified. 

Chapter 1118, Statutes of 1987, amended Education Code section 7246 to require any 
community college district that provided health services in 1986-87 to maintain health 
services at the level provided during the 1986-87 fiscal year in 1987-88 and each fiscal year 
thereafter. 

II. COMMISSION ON STATE MANDATES DECISION 
At its hearing on November 20, 1986, the Commission on State Mandates determined that 
Chapter 1, Statutes of 1984, 2nd E.S. imposed a “new program” upon community college 
districts by requiring any community college district which provided health services for 
which it was authorized to charge a fee pursuant to former section 72246 in the 1983-84 
fiscal year  to maintain health services at the level provided during the 1983-84 fiscal year in 
the 1984-85 fiscal year and each fiscal year thereafter.  This maintenance of effort 
requirement applies to all community college districts which levied a health services fee in 
the 1983-84 fiscal year, regardless of the extent to which the health fees collected offset the 
actual costs of providing health services at the 1983-84 fiscal year level. 

At its hearing of April 27, 1989, the Commission determined that Chapter 1118, Statutes of 
1987, amended this maintenance of effort requirement to apply to all community college 
districts which provided health services in fiscal year 1986-87 and required then to maintain 
that level in fiscal year 1987-88 and each fiscal year thereafter. 
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III. ELIGIBLE CLAIMANTS 
Community college districts which provided health services in 1986-87 fiscal year and 
continue to provide the same services as a result of this mandate are eligible to claim 
reimbursement of those costs. 

IV. PERIOD OF REIMBURSEMENT 
This amendment is effective beginning with the claims filed for the July 1, 2005 through 
June 30, 2006 period of reimbursement. 

Chapter 1, Statutes of 1984, 2nd E.S., became effective July 1, 1984.  Section 17557 of the 
Government Code states that a test claim must be submitted on or before November 30th 
following a given fiscal year to establish for that fiscal year.  The test claim for this mandate 
was filed November 27, 1985; therefore, costs incurred on or after July 1, 1984, are 
reimbursable.  Chapter 1118, Statutes of 1987, became effective January 1, 1988.  Title 2, 
California Code of Regulations, section 1185.3(a) states that a parameters and guidelines 
amendment filed before the deadline for initial claims as specified in the Claiming 
Instructions shall apply to all years eligible for reimbursement as defined in the original 
parameters and guidelines; therefore, costs incurred on or after January 1, 1988, for Chapter 
1118, Statutes of 1987 are reimbursable. 

Actual cost for one fiscal year should be included in each claim.  Estimated costs for the 
subsequent year may be included on the same claim if applicable. Pursuant to section 17561 
(d)(3) of the Government Code, all claims for reimbursement of costs shall be submitted 
within 120 days of notification by the state controller of the enactment on the claims bill. 

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

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

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

The claimant is only allowed to claim and be reimbursed for increased costs for reimbursable 
activities identified below. Increased cost is limited to the cost of an activity that the claimant 
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is required to incur as a result of the mandate. In addition, the claimant must maintain 
documentation for the fiscal year 1986-87 program to substantiate a maintenance of effort. 

A. Scope of Mandate 

Eligible community college districts shall be reimbursed for the costs of providing a 
health services program.  Only services provided in 1986-87 fiscal year may be claimed. 

B. Reimbursable Activities 

For each eligible claimant, the following cost items are reimbursable to the extent they 
were provided by the community college district in fiscal year 1986-87: 

  ACCIDENT REPORTS 

  APPOINTMENTS 
   College Physician – Surgeon 
    Dermatology, Family Practice, Internal Medicine 
   Outside Physician 
   Dental Services 
   Outside Labs  (X-ray, etc.) 
   Psychologist, full services 
   Cancel/Change Appointments 
   R.N. 
   Check Appointments 

  ASSESSSMENT, INTERVENTION, COUNSELING 
   Birth control 

Lab Reports 
Nutrition 
Test Results (office) 
VD 
Other Medical Problems 
CD 
URI 
ENT 
Eye/Vision 
Derm./Allergy 
GYN/Pregnancy Services 
Neuro 
Ortho 
GU 
Dental 
GI 
Stress Counseling 
Crisis Intervention 
Child Abuse Reporting and Counseling 
Substance Abuse Identification and Counseling 
Aids 
Eating Disorders 

936



4 
 

Weight Control 
Personal Hygiene 
Burnout 

EXAMINATIONS (Minor Illnesses) 
 Recheck Minor Injury 

HEALTH TALKS OR FAIRS – INFORMATION 
 Sexually Transmitted Disease 
 Drugs 

Aids 
Child Abuse 
Birth Control/Family Planning 
Stop Smoking 
Etc. 
Library = videos and cassettes 

  FIRST AID (Major Emergencies) 

FIRST AID (Minor Emergencies) 

FIRST AID KITS (Filled) 

IMMUNIZATIONS 
Diphtheria/Tetanus 
Measles/Rubella 
Influenza 
Information 

INSURANCE 
On Campus Accident 
Voluntary 
Insurance Inquiry/Claim Administration 

LABORATORY TESTS DONE 
Inquiry/ Interpretation 
Pap Smears 

PHYSICALS 
   Employees 
   Students 
   Athletes 

MEDICATIONS (dispensed OTC for misc. illnesses) 

 Antacids 
Antidiarrhial 
Antihistamines 
Aspirin, Tylenol, etc. 
Skin rash preparations 
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Misc. 
Eye drops 
Ear drops 
Toothache – Oil cloves 
Stingkill 
Midol – Menstrual Cramps 

PARKING CARDS/ELEVATOR KEYS 
Tokens 
Return card/key 
Parking inquiry 
Elevator passes Temporary handicapped parking permits 

REFERRALS TO OUTSIDE AGENCIES 
Private Medical Doctor 
Health Department 
Clinic 
Dental 
Counseling Centers 
Crisis Centers 
Transitional Living Facilities (Battered/Homeless Women) 
Family Planning Facilities 
Other Health Agencies 

TESTS 
Blood Pressure 
Hearing 
Tuberculosis 
 Reading 
 Information 
Vision 
Glucometer 
Urinalysis 
Hemoglobin 
E.K.G. 
Strep A testing 
P.G. testing 
Monospot 
Hemacult 
Misc. 

MISCELLANEOUS 

Absence Excuses/PE waiver 
Allergy Injections 
Bandaids 
Booklets/Pamphlets 
Dressing Change 
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Rest 
Suture Removal 
Temperature 
Weigh 
Misc. 
Information 
Report/Form 
Wart Removal 

COMMITTEES 
Safety 
Environmental 
Disaster Planning 

SAFETY DATA SHEETS 
Central file 

X-RAY SERVICES 

COMMUNICABLE DISEASE CONTROL 

BODY FAT MEASUREMENTS 

MINOR SURGERIES 

SELF-ESTEEM GROUPS 

MENTAL HEALTH CRISIS 

AA GROUP 

ADULT CHILDREN OF ALCOHOLICS GROUP 

WORKSHOPS 
Test Anxiety 
Stress Management 
Communication Skills 
Weight Loss 
Assertiveness Skills 

VI. CLAIM PREPARATION 
Each claim for reimbursement pursuant to this mandate must be timely filed and set forth a 
list of each item for which reimbursement is claimed under this mandate. 

A. Description of Activity 

1. Show the total number of full-time students enrolled per semester/quarter 
2. Show the total number of full-time students enrolled in the summer 

program. 
3. Show the total number of part-time students enrolled per semester/quarter. 
4. Show the total number of part-time students enrolled in the summer 

program. 
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B. Actual Costs of Claim Year for Providing 1986-87 Fiscal Year Program Level of 
Service. 
Claimed costs should be supported by the following information: 
 

1. Employees Salaries and Benefits 
 
Identify the employee, (s), show the classification of the employee, (s), 
involved, describe the mandated functions performed and specify the 
actual number of hours devoted to each function, the productive hourly 
rate, and the related benefits.  The average number of hours devoted to 
each function may be claimed if supported by a documented time study. 
 

2. Services and Supplies 
 
Only expenditures which can be identified as a direct cost of the mandate 
can be claimed.  List cost of materials which have been consumed or 
expended specifically for the purpose of this mandate. 
 

3. Allowable Overhead Cost 
 
Indirect costs may be claimed in the manner described by the State 
Controller in his claiming instructions. 
 

VII.  RECORD RETENTION 
Pursuant to Government Code section 17558.5, subdivision (a), a reimbursement claim for 
actual costs filed by a local agency or school district pursuant to this chapter1 is subject to the 
initiation of an audit by the Controller no later than three years after the date that the actual 
reimbursement claim is filed or last amended, whichever is later. However, if no funds are 
appropriated or no payment is made to a claimant for the program for the fiscal year for 
which the claim is filed, the time for the Controller to initiate an audit shall commence to run 
from the date of initial payment of the claim. In any case, an audit shall be completed  not  
later than two years after the date that the audit is commenced. All documents used to 
support the reimbursable activities, as described in Section V, must be retained during the 
period subject to audit. If the Controller has initiated an audit during the period subject to 
audit, the retention period is extended until the ultimate resolution of any audit findings. 

VIII. OFFSET SAVINGS AND OTHER REIMBURSMENTS 
Any offsetting savings the claimant experiences as a direct result of this statute must be 
deducted from the costs claimed.  In addition, reimbursement for this mandate received from 
any source, e.g., federal, state, etc., shall be identified and deducted from this claim.  This 
shall include the amount of $7.50 per full-time student per semester, $5.00 per full-time 
student for summer school. Or $5.00 per full-time student per quarter, as authorized by 
education code section 72246(a).  This shall also include payments (fees) received from 

                                                 
1 This refers to Title 2, division 4, part 7, chapter 4 of the Government Code. 
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individuals other than students who are not covered by Education Code 72246 for health 
services. 

IX. REQUIRED CERTIFICATION 
The following certification must accompany the claim: 

 I DO HEREBY CERTIFY under penalty of perjury: 

  THAT the foregoing is true and correct: 

THAT Section 1090 to 1096, inclusive, of the Government Code and other 
applicable provisions of the law have been complied with: 

And 

THAT I am the person authorized by the local agency to file claims for 
funds with the State of California. 
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OFFICE OF THE STATE CONTROLLER 

STATE MANDATED COSTS CLAIMING INSTRUCTIONS NO. 2012-05 

HEALTH FEE ELIMINATION 

NOVEMBER 15, 2010 

REVISED NOVEMBER 20, 2012 

In accordance with Government Code (GC) sections 17560 and 17561, eligible claimants may 
submit claims to the State Controller’s Office (SCO) for reimbursement of costs incurred for 
state-mandated cost programs. This document contains claiming instructions and forms that 
eligible claimants must use for filing claims for the Health Fee Elimination (HFE) program. The 
amended Parameters and Guidelines (P’s & G’s) are included as an integral part of the claiming 
instructions.  

Chapter 1118, Statutes of 1987 amended Education Code section 72246 to require any 
Community College District (CCD) that provided health services in the 1986/87 fiscal year to 
maintain health services at that level in the 1986/87 fiscal year and each fiscal year thereafter. 
Chapter 8, Statutes of 1993, has revised the numbering of Sections 72246 to 76355. 

On April 27, 1989, the Commission on State Mandates (CSM) adopted a Statement of Decision 
finding that the test claim legislation imposes a reimbursable state-mandated program on 
community college districts within the meaning of article XIII B, section 6 of the California 
Constitution and GC section 17514. 

On January 29, 2010, the CSM approved the amendments to the P’s & G’s to update the 
“boilerplate language” clarifying source documentation requirements and record retention 
language as requested by the SCO. 

Exception 

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

Eligible Claimants 

Any community college district as defined in Government Code section 17519, which incurs 
increased costs as a result of this mandate, is eligible to claim for reimbursement.  

Reimbursement Claim Deadline 

Claims for the 2011-2012 fiscal year may be filed by February 15, 2013, without a late penalty. 
Claims filed more than one year after the filing date will not be accepted. 

Penalty 

• Initial Claims 

When filed within one year of the initial filing deadline, claims are assessed a late penalty 
of 10% of the total amount of the initial claim without limitation pursuant to GC section 
17561, subdivision (d)(3). 
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• Annual Reimbursement Claim 

When filed within one year of the annual filing deadline, claims are assessed a late 
penalty of 10% of the claim amount; $10,000 maximum penalty, pursuant to GC section 
17568. 

Minimum Claim Cost 

GC section 17564, subdivision (a), provides that no claim may be filed pursuant to Sections 
17551 and 17561, unless such a claim exceeds one thousand dollars ($1,000).  

Reimbursement of Claims 

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

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

Evidence corroborating the source documents may include data relevant to the reimbursable 
activities otherwise in compliance with local, state, and federal government requirements. 
However, these documents cannot be substituted for source documents. 

Audit of Costs 

All claims submitted to the SCO are subject to review to determine if costs are related to the 
mandate, are reasonable and not excessive, and if the claim was prepared in accordance with the 
SCO’s claiming instructions and the P’s & G’s adopted by the CSM. If any adjustments are 
made to a claim, the claimant will be notified of the amount adjusted, and the reason for the 
adjustment.   

On-site audits will be conducted by the SCO as deemed necessary. Pursuant to GC section 
17558.5, subdivision (a), a reimbursement claim for actual costs filed by a claimant is subject to 
audit by the SCO no later than three years after the date the actual reimbursement claim was filed 
or last amended, whichever is later. However, if no funds were appropriated or no payment was 
made to a claimant for the program for the fiscal year for which the claim was filed, the time for 
the SCO to initiate an audit will commence to run from the date of initial payment of the claim.  

All documents used to support the reimbursable activities must be retained during the period 
subject to audit. If an audit has been initiated by the SCO during the period subject to audit, the 
retention period is extended until the ultimate resolution of any audit findings. Supporting 
documents must be made available to the SCO on request.  
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Record Retention 

All documentation to support actual costs claimed must be retained for a period of three years 
after the date the claim was filed or last amended, whichever is later. If no funds were 
appropriated or no payment was made at the time the claim was filed, the time for the Controller 
to initiate an audit will be from the date of initial payment of the claim. Therefore, all 
documentation to support actual costs claimed must be retained for the same period, and must be 
made available to the SCO on request. 

Claim Submission 

Submit a signed original Form FAM-27 and one copy with required documents. Please sign the 
Form FAM-27 in blue ink and attach the copy to the top of the claim package.  

Mandated costs claiming instructions and forms are available online at the SCO’s website: 
www.sco.ca.gov/ard_mancost.html. 

Use the following mailing addresses: 

If delivered by 
U.S. Postal Service: 

If delivered by 
other delivery services: 

Office of the State Controller 
Attn: Local Reimbursements Section 
Division of Accounting and Reporting 
P.O. Box 942850 
Sacramento, CA  94250 

Office of the State Controller 
Attn: Local Reimbursements Section 
Division of Accounting and Reporting 
3301 C Street, Suite 700 
Sacramento, CA  95816 

If you have any questions, you may e-mail LRSDAR@sco.ca.gov or call the Local 
Reimbursements Section at (916) 324-5729. 
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Adopted:   8/27/87 
Amended:  5/25/89 
Amended:  1/29/10 

 

AMENDMENT TO PARAMETERS AND GUIDELINES 
Statutes 1984, 2nd E.S., Chapter 1 

Statutes 1987, Chapter 1118 

Health Fee Elimination 
05-PGA-69 (CSM-4206) 

This amendment is effective beginning with the claims filed for the  
July 1, 2005 through June 30, 2006 period of reimbursement 

I. SUMMARY OF MANDATE 

Chapter 1, Statutes of 1984, 2nd E.S. repealed Education Code Section 72246 which had 
authorized community college districts to charge a health fee for the purpose of providing 
health supervisions and services, direct and indirect medical and hospitalization services, and 
operation of student health centers.  This statute also required that health services for which a 
community college district charged a fee during the 1983-84 fiscal year had to be maintained 
at that level in the 1984-85 fiscal year and every year thereafter.  The provisions of this statue 
would automatically repeal on December 31, 1987, which would reinstate the Community 
colleges districts’ authority to charge a health fee as specified. 

Chapter 1118, Statutes of 1987, amended Education Code section 7246 to require any 
community college district that provided health services in 1986-87 to maintain health 
services at the level provided during the 1986-87 fiscal year in 1987-88 and each fiscal year 
thereafter. 

II. COMMISSION ON STATE MANDATES DECISION 
At its hearing on November 20, 1986, the Commission on State Mandates determined that 
Chapter 1, Statutes of 1984, 2nd E.S. imposed a “new program” upon community college 
districts by requiring any community college district which provided health services for 
which it was authorized to charge a fee pursuant to former section 72246 in the 1983-84 
fiscal year  to maintain health services at the level provided during the 1983-84 fiscal year in 
the 1984-85 fiscal year and each fiscal year thereafter.  This maintenance of effort 
requirement applies to all community college districts which levied a health services fee in 
the 1983-84 fiscal year, regardless of the extent to which the health fees collected offset the 
actual costs of providing health services at the 1983-84 fiscal year level. 

At its hearing of April 27, 1989, the Commission determined that Chapter 1118, Statutes of 
1987, amended this maintenance of effort requirement to apply to all community college 
districts which provided health services in fiscal year 1986-87 and required then to maintain 
that level in fiscal year 1987-88 and each fiscal year thereafter. 
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III. ELIGIBLE CLAIMANTS 
Community college districts which provided health services in 1986-87 fiscal year and 
continue to provide the same services as a result of this mandate are eligible to claim 
reimbursement of those costs. 

IV. PERIOD OF REIMBURSEMENT 
This amendment is effective beginning with the claims filed for the July 1, 2005 through 
June 30, 2006 period of reimbursement. 

Chapter 1, Statutes of 1984, 2nd E.S., became effective July 1, 1984.  Section 17557 of the 
Government Code states that a test claim must be submitted on or before November 30th 
following a given fiscal year to establish for that fiscal year.  The test claim for this mandate 
was filed November 27, 1985; therefore, costs incurred on or after July 1, 1984, are 
reimbursable.  Chapter 1118, Statutes of 1987, became effective January 1, 1988.  Title 2, 
California Code of Regulations, section 1185.3(a) states that a parameters and guidelines 
amendment filed before the deadline for initial claims as specified in the Claiming 
Instructions shall apply to all years eligible for reimbursement as defined in the original 
parameters and guidelines; therefore, costs incurred on or after January 1, 1988, for Chapter 
1118, Statutes of 1987 are reimbursable. 

Actual cost for one fiscal year should be included in each claim.  Estimated costs for the 
subsequent year may be included on the same claim if applicable. Pursuant to section 17561 
(d)(3) of the Government Code, all claims for reimbursement of costs shall be submitted 
within 120 days of notification by the state controller of the enactment on the claims bill. 

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

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

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

The claimant is only allowed to claim and be reimbursed for increased costs for reimbursable 
activities identified below. Increased cost is limited to the cost of an activity that the claimant 
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is required to incur as a result of the mandate. In addition, the claimant must maintain 
documentation for the fiscal year 1986-87 program to substantiate a maintenance of effort. 

A. Scope of Mandate 

Eligible community college districts shall be reimbursed for the costs of providing a 
health services program.  Only services provided in 1986-87 fiscal year may be claimed. 

B. Reimbursable Activities 

For each eligible claimant, the following cost items are reimbursable to the extent they 
were provided by the community college district in fiscal year 1986-87: 

  ACCIDENT REPORTS 

  APPOINTMENTS 
   College Physician – Surgeon 
    Dermatology, Family Practice, Internal Medicine 
   Outside Physician 
   Dental Services 
   Outside Labs  (X-ray, etc.) 
   Psychologist, full services 
   Cancel/Change Appointments 
   R.N. 
   Check Appointments 

  ASSESSSMENT, INTERVENTION, COUNSELING 
   Birth control 

Lab Reports 
Nutrition 
Test Results (office) 
VD 
Other Medical Problems 
CD 
URI 
ENT 
Eye/Vision 
Derm./Allergy 
GYN/Pregnancy Services 
Neuro 
Ortho 
GU 
Dental 
GI 
Stress Counseling 
Crisis Intervention 
Child Abuse Reporting and Counseling 
Substance Abuse Identification and Counseling 
Aids 
Eating Disorders 
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Weight Control 
Personal Hygiene 
Burnout 

EXAMINATIONS (Minor Illnesses) 
 Recheck Minor Injury 

HEALTH TALKS OR FAIRS – INFORMATION 
 Sexually Transmitted Disease 
 Drugs 

Aids 
Child Abuse 
Birth Control/Family Planning 
Stop Smoking 
Etc. 
Library = videos and cassettes 

  FIRST AID (Major Emergencies) 

FIRST AID (Minor Emergencies) 

FIRST AID KITS (Filled) 

IMMUNIZATIONS 
Diphtheria/Tetanus 
Measles/Rubella 
Influenza 
Information 

INSURANCE 
On Campus Accident 
Voluntary 
Insurance Inquiry/Claim Administration 

LABORATORY TESTS DONE 
Inquiry/ Interpretation 
Pap Smears 

PHYSICALS 
   Employees 
   Students 
   Athletes 

MEDICATIONS (dispensed OTC for misc. illnesses) 

 Antacids 
Antidiarrhial 
Antihistamines 
Aspirin, Tylenol, etc. 
Skin rash preparations 
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Misc. 
Eye drops 
Ear drops 
Toothache – Oil cloves 
Stingkill 
Midol – Menstrual Cramps 

PARKING CARDS/ELEVATOR KEYS 
Tokens 
Return card/key 
Parking inquiry 
Elevator passes Temporary handicapped parking permits 

REFERRALS TO OUTSIDE AGENCIES 
Private Medical Doctor 
Health Department 
Clinic 
Dental 
Counseling Centers 
Crisis Centers 
Transitional Living Facilities (Battered/Homeless Women) 
Family Planning Facilities 
Other Health Agencies 

TESTS 
Blood Pressure 
Hearing 
Tuberculosis 
 Reading 
 Information 
Vision 
Glucometer 
Urinalysis 
Hemoglobin 
E.K.G. 
Strep A testing 
P.G. testing 
Monospot 
Hemacult 
Misc. 

MISCELLANEOUS 

Absence Excuses/PE waiver 
Allergy Injections 
Bandaids 
Booklets/Pamphlets 
Dressing Change 
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Rest 
Suture Removal 
Temperature 
Weigh 
Misc. 
Information 
Report/Form 
Wart Removal 

COMMITTEES 
Safety 
Environmental 
Disaster Planning 

SAFETY DATA SHEETS 
Central file 

X-RAY SERVICES 

COMMUNICABLE DISEASE CONTROL 

BODY FAT MEASUREMENTS 

MINOR SURGERIES 

SELF-ESTEEM GROUPS 

MENTAL HEALTH CRISIS 

AA GROUP 

ADULT CHILDREN OF ALCOHOLICS GROUP 

WORKSHOPS 
Test Anxiety 
Stress Management 
Communication Skills 
Weight Loss 
Assertiveness Skills 

VI. CLAIM PREPARATION 
Each claim for reimbursement pursuant to this mandate must be timely filed and set forth a 
list of each item for which reimbursement is claimed under this mandate. 

A. Description of Activity 

1. Show the total number of full-time students enrolled per semester/quarter 
2. Show the total number of full-time students enrolled in the summer 

program. 
3. Show the total number of part-time students enrolled per semester/quarter. 
4. Show the total number of part-time students enrolled in the summer 

program. 
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B. Actual Costs of Claim Year for Providing 1986-87 Fiscal Year Program Level of 
Service. 
Claimed costs should be supported by the following information: 
 

1. Employees Salaries and Benefits 
 
Identify the employee, (s), show the classification of the employee, (s), 
involved, describe the mandated functions performed and specify the 
actual number of hours devoted to each function, the productive hourly 
rate, and the related benefits.  The average number of hours devoted to 
each function may be claimed if supported by a documented time study. 
 

2. Services and Supplies 
 
Only expenditures which can be identified as a direct cost of the mandate 
can be claimed.  List cost of materials which have been consumed or 
expended specifically for the purpose of this mandate. 
 

3. Allowable Overhead Cost 
 
Indirect costs may be claimed in the manner described by the State 
Controller in his claiming instructions. 
 

VII.  RECORD RETENTION 
Pursuant to Government Code section 17558.5, subdivision (a), a reimbursement claim for 
actual costs filed by a local agency or school district pursuant to this chapter1 is subject to the 
initiation of an audit by the Controller no later than three years after the date that the actual 
reimbursement claim is filed or last amended, whichever is later. However, if no funds are 
appropriated or no payment is made to a claimant for the program for the fiscal year for 
which the claim is filed, the time for the Controller to initiate an audit shall commence to run 
from the date of initial payment of the claim. In any case, an audit shall be completed  not  
later than two years after the date that the audit is commenced. All documents used to 
support the reimbursable activities, as described in Section V, must be retained during the 
period subject to audit. If the Controller has initiated an audit during the period subject to 
audit, the retention period is extended until the ultimate resolution of any audit findings. 

VIII. OFFSET SAVINGS AND OTHER REIMBURSMENTS 
Any offsetting savings the claimant experiences as a direct result of this statute must be 
deducted from the costs claimed.  In addition, reimbursement for this mandate received from 
any source, e.g., federal, state, etc., shall be identified and deducted from this claim.  This 
shall include the amount of $7.50 per full-time student per semester, $5.00 per full-time 
student for summer school. Or $5.00 per full-time student per quarter, as authorized by 
education code section 72246(a).  This shall also include payments (fees) received from 

                                                 
1 This refers to Title 2, division 4, part 7, chapter 4 of the Government Code. 
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individuals other than students who are not covered by Education Code 72246 for health 
services. 

IX. REQUIRED CERTIFICATION 
The following certification must accompany the claim: 

 I DO HEREBY CERTIFY under penalty of perjury: 

  THAT the foregoing is true and correct: 

THAT Section 1090 to 1096, inclusive, of the Government Code and other 
applicable provisions of the law have been complied with: 

And 

THAT I am the person authorized by the local agency to file claims for 
funds with the State of California. 
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State Controller’s Office                               Community College Mandated Cost Manual 

  Form FAM-27 (Revised 11/12)  

HEALTH FEE ELIMINATION 
CLAIM FOR PAYMENT 

For State Controller Use Only PROGRAM 

(19) Program Number 00234 

(20) Date Filed 

(21) LRS Input 
234 

 

(01) Claimant Identification Number Reimbursement Claim Data 

(02) Claimant Name 
 

(22) FORM 1, (04)(a)  

County of Location   
 

(23) FORM 1, (05)(e)  

Street Address or P.O. Box   
 

Suite 

 
(24) FORM 1, (06)(e)  

City 

 
State 

 
Zip Code 

 
(25) FORM 1, (07)(e)  

  Type of Claim (26) FORM 1, (08)(e)  

 
(03) (09) Reimbursement    (27) FORM 1, (09)(e)  

 
(04) (10) Combined                 (28) FORM 1, (10)(e)  

 
(05) (11) Amended               (29) FORM 1, (11)(e)  

Fiscal Year of Cost (06) (12) (30) FORM 1, (16)  

Total Claimed Amount (07) (13) (31) FORM 1, (17)  

Less: 10% Late Penalty (refer to attached Instructions) (14) (32) FORM 1, (18)  

Less:  Prior Claim Payment Received (15) (33) FORM 1, (19)  

Net Claimed Amount (16) (34) FORM 1, (20)  

Due from State (08) (17) (35) FORM 2A, (4)(d)  

Due to State  (18) (36) FORM 2B, (4)(d)  

(37) CERTIFICATION OF CLAIM 

In accordance with the provisions of Government Code Sections 17560 and 17561, I certify that I am the officer authorized by the 
community college district to file mandated cost claims with the State of California for this program, and certify under penalty of perjury 
that I have not violated any of the provisions of Article 4, Chapter 1 of Division 4 of Title 1 of the Government Code. 

I further certify that there was no application other than from the claimant, nor any grant(s) or payment(s) received, for reimbursement 
of costs claimed herein; and claimed costs are for a new program or increased level of services of an existing program. All offsetting 
revenues and reimbursements set forth in the parameters and guidelines are identified, and all costs claimed are supported by source 
documentation currently maintained by the claimant. 

The amount of this reimbursement is hereby claimed from the State for payment of actual costs set forth on the attached statements.  

I certify under penalty of perjury under the laws of the State of California that the foregoing is true and correct. 

 Signature of Authorized Officer 

  
Date Signed  

 

  Telephone Number   

  

 

E-Mail Address   

 Type or Print Name and Title of Authorized Signatory    

 (38) Name of Agency Contact Person for Claim  
Telephone Number   

 

 E-mail Address   

 Name of Consulting Firm / Claim Preparer Telephone Number  

 
E-mail Address  
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  Form FAM-27 (Revised 11/12)  

PROGRAM 

234 
HEALTH FEE ELIMINATION 

CLAIM FOR PAYMENT 
INSTRUCTIONS 

FORM 
FAM-27 

(01) Enter the claimant identification number assigned by the State Controller’s Office. 

(02) Enter claimant official name, county of location, street or postal office box address, city, State, and zip code. 

(03) to (08) Leave blank. 

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

(10) Not applicable. 

(11) If filing an amended reimbursement claim, enter an "X" in the box on line (11) Amended. 

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

(13) Enter the amount of the reimbursement claim as shown on Form 1, line (21). The total claimed amount must exceed $1,000; minimum 
claim must be $1,001. 

(14) Initial claims must be filed as specified in the claiming instructions. Annual reimbursement claims must be filed by February 15 of the 
following fiscal year in which costs were incurred or the claims must be reduced by a late penalty. Enter zero if the claim was filed on 
time. Otherwise, enter the penalty amount as a result of the calculation formula as follows: 

• Late Initial Claims: Form FAM-27 line (13) multiplied by 10%, without limitation; or 

•    Late Annual Reimbursement Claims: Form FAM-27, line (13) multiplied by 10%, late penalty not to exceed $10,000. 

(15) Enter the amount of payment, if any, received for the claim. If no payment was received, enter zero. 

(16) Enter the net claimed amount by subtracting the sum of lines (14) and (15) from line (13). 

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

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

(19) to (21) Leave blank. 

(22) to (36) Bring forward the cost information as specified on the left-hand column of lines (22) through (36) for the reimbursement claim, e.g., 
Form 1, (04)(a), means the information is located on Form 1, line (04), column (a). Enter the information on the same line but in the 
right-hand column. Cost information should be rounded to the nearest dollar, i.e., no cents. Indirect costs percentage should be shown 
as a whole number and without the percent symbol, i.e., 7.548% should be shown as 8. Completion of this data block will expedite 
the process. 

(37) Read the statement of Certification of Claim. The claim must be dated, signed by the agency’s authorized officer, and must type or 
print name, title, date signed, telephone number, and e-mail address. Claims cannot be paid unless accompanied by an original 
signed certification. (Please sign the Form FAM-27 in blue ink and attach the copy to the top of the claim package.)  

 (38) Enter the name, telephone number, and e-mail address of the agency contact person for the claim. If the claim was prepared by a 
consultant, type or print the name of the consulting firm, the claim preparer, telephone number, and e-mail address. 

 SUBMIT A SIGNED ORIGINAL FORM FAM-27 AND ONE COPY WITH ALL OTHER FORMS TO: 

 Address, if delivered by U.S. Postal Service: 

OFFICE OF THE STATE CONTROLLER 
ATTN: Local Reimbursements Section 
Division of Accounting and Reporting 
P.O. Box 942850 
Sacramento, CA  94250 

Address, if delivered by other delivery service: 

OFFICE OF THE STATE CONTROLLER 
ATTN: Local Reimbursements Section 
Division of Accounting and Reporting 
3301 C Street, Suite 700 
Sacramento, CA  95816  
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FORM

1
(01) Claimant (02) Fiscal Year

20___/20___

(03)

LESS SAME MORE

(c) (d) (e)
(04) Indirect Cost Rate    [ FAM-29C ] Materials & Indirect Total

[Apply Indirect Cost Rate to Salaries and Benefits] Supplies Costs

(05)

(06)

(07)

(08)

(09)

(10)

(11)

(a) (d) (e) (f)
Number of Number of Authorized Authorized
Students Students Health Fee Student
Enrolled Subject to Rate Health

[see Health Fee Per EC Fees
instructions] [(a) - (b) - (c)] 76355 [(d) x (e)]

(12) Summer Semester

(13) Fall Semester or First Quarter

(14) Winter Intersession or Second Quarter

(15) Spring Semester or Third Quarter

(16)

(17)

(18)

(19)

(20)

(21)

Revised 11/12

Total Claimed Amount   [Line (19) + Line (20)]

(a)

%
Salaries & 
Benefits

[see
instructions]

Authorized Health Service Fees  [Line (12f) + Line (13f) + Line (14f) + Line (15f)]

Subtotal    [Line (11) - Line (16)]; If less than $0, enter $0

Current year costs of employee and athlete physicals provided in FY 1986-87   [Line (08)]

Less:  Offsetting revenues and reimbursements attributable to health services excluding employee and 
athlete physicals

Subtotal    [Line (17) - Line (18)]; If less than $0, enter $0

EC
76355(c)(1)

Students
Exempt per

EC
76355(c)(2)

Exempt per

Current year cost of services provided in FY 1986-87, excluding 
employee and athlete physicals  [Line (09) - Line (10)]

School Term (b) (c)
Students

(b)

Less: Cost of employee and athlete physicals that exceed services 
provided in FY 1986-87

Current year costs of employee and athlete physicals provided in 
FY 1986-87  [Line (05) - Line (06) - Line (07)]; If less than $0, enter $0.

Cost of health services for the fiscal year of claim, excluding costs 
reported on Line (05)

Less: Costs to provide current year services that exceed services 
of FY 1986-87 (exclude athlete and employee physicals)

Cost of employee and athlete physicals for the fiscal year of claim

Less:  offsetting revenues and reimbursements attributable to 
employee and athlete physicals provided in both FY 1986-87 and 
the fiscal year of claim

HEALTH FEE ELIMINATION
CLAIM SUMMARY

Indicate the level at which health services were provided during the fiscal year (FY) of reimbursement in comparison to 
the FY 1986-87. If the "Less" box is checked, STOP, do not complete the form. No reimbursement is allowed.

PROGRAM

234
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Revised 11/12  

PROGRAM 

234 

HEALTH FEE ELIMINATION 
CLAIM SUMMARY  
INSTRUCTIONS 

FORM 

1 
(01)  Enter the name of the claimant. Only a community college district may file a claim with the State Controller’s Office (SCO) on 

behalf of its colleges. 

(02)  Enter the fiscal year of costs. 

(03)  Use Form 3 to compare the level of services provided during the fiscal year entered on line (02) to the services provided during 
FY 1986-87. Indicate the result by checking the appropriate box. If the “Less” box is checked, STOP and do not file a claim with 
SCO. No reimbursement is forthcoming.  

(04)  Only the indirect cost rate from the Form FAM-29C is allowed. Submit the Form FAM-29C with the claim.  

(05)  Enter the actual costs of employee and/or athlete physicals provided during the fiscal year of the claim. Enter the costs for 
salaries and benefits, and materials and supplies, from Form 2A, lines (04) columns (d), and (e). 

(06)  Enter the current year costs of employee and/or athlete physicals provided that exceed services provided by the district in fiscal 
year 1986-1987.  

(07)  Enter the total of claim year offsetting revenues and other reimbursements that are attributable to employee and/or athlete 
physical services that the district provided in both fiscal year 1986-87 and fiscal year of claim. 

(08)  From line (05), subtract both line (06) and line (07). If the result is less than $0, enter $0. 

(09)  Enter the actual costs for salaries and benefits, and services and supplies, excluding costs attributable to employee and athlete 
physicals provided. Enter the amounts from Form 2B, lines (04) columns (d) and (e). If the sum of line (05) and line (09) differ 
from total costs that the district reported on its Community College Annual Financial and Budget Report (CCFS-311), 
EDP Code 6440, columns (2) and (3), provide a detailed schedule that reconciles the difference. 

(10)  Enter the costs of current year services provided (excluding employee and athlete physicals) that exceed services provided by 
the district in fiscal year 1986-87. Submit a detailed schedule that identifies each excess service and associated costs. 

(11)  Subtract line (10) from line (09). 

(12)  - (15) Complete columns (a) through (f). Enrollment data should agree with data reported to the California Community Colleges 
Chancellor’s Office (CCCCO). For column (a), the number of students enrolled should be based on CCCCO MIS Data Element 
STD7, Codes A through G, after excluding duplicate entries for the same student (See Attachment 1). For column (c), the 
number of apprenticeship program enrollees should be based on CCCCO MIS Data Element STD7, Codes A through G, and 
MIS Data Element SB23, Code 1, after excluding duplicate entries for the same student (See Attachment 2). Effective with the 
Summer 2011 session, the authorized health service fees are $18 per semester, and $15 for summer sessions, quarters, or 
inter-sessions of at least four weeks. 

(16)  Enter the sum of line (12) column (f) through line (15) column (f). 

(17)  Subtract line (16) from line (11) column (e).  If the result is less than $0, enter $0. 

(18)  Identify any revenue received for this mandate from any state or federal source and other reimbursements received from any 
source (i.e., federal, other state programs, etc.). Exclude revenue and other reimbursements attributable to employee and/or 
athlete physicals. Submit a detailed schedule of offsetting revenue and other reimbursements with the claim.  

(19)  From the subtotal on line (17), subtract the offsetting revenues and other reimbursements, line (18). If the result is less than $0, 
enter $0. 

(20)  Enter the amount from line (08). 

(21)  Total claimed amount. Enter the sum of line (19) and line (20). Carry the amount from line (21) forward to Form FAM-27, line 
(13) for the reimbursement claim. 
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PROGRAM 

234 

HEALTH FEE ELIMINATION 
ACTIVITY COST DETAIL  

EMPLOYEE AND ATHLETE PHYSICALS 

FORM 

2A 
(01)  Community College District (02)                                                              Fiscal Year 

                                                                                    

(03) Description of Expenses – Employee and Athlete Physicals Object Accounts 

(a) (b) (c) (d) (e) 

Employee Names, Job Classifications,  
Functions Performed, and  
 Description of Expenses 

Hourly 
Rate 

or 
Unit Cost 

Hours 
Worked 

or 
Quantity 

Salaries 
and 

Benefits 

Materials 
and  

Supplies 

     

(04)  Total  Subtotal Page:____of____     

20___/20___ 
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HEALTH FEE ELIMINATION 
ACTIVITY COST DETAIL – EMPLOYEE AND ATHLETE PHYSICALS 

INSTRUCTIONS 

FORM 

2A 
 

(01) 
  

Enter the name of the community college district. 

(02)  Enter the fiscal year in which costs were incurred. 

(03)  Description of Expenses – Employee and Athlete Physicals. Include costs attributable to employee and 
athlete physicals only. 

 The following table identifies the type of information required to support reimbursable costs. Enter the 
employee names, job classification, a brief description of the activities performed, actual time spent by 
each employee, productive hourly rates, fringe benefits, and materials and supplies used. The 
descriptions required in line (3) column (a) must be of sufficient detail to explain the cost of 
activities or items being claimed. For audit purposes, all supporting documents must be retained by the 
claimant for a period of not less than three years after the date the claim was filed or last amended, 
whichever is later. If no funds were appropriated or no payment was made at the time the claim was filed, 
the time for the Controller to initiate an audit will be from the date of initial payment of the claim. For audit 
purposes, all supporting documents must be retained by the claimant while the claim is subject to audit 
and must be made available to the SCO on request. If the SCO has initiated an audit, the retention period 
is extended until the ultimate resolution of any audit findings. 

Object/ 
Sub object 
Accounts 

Columns Submit these 
supporting 

documents with 
the claim (a) (b) (c) (d) (e) 

Salaries 

and 

Benefits 

Employee Name 
and Title 

Hourly 
Rate 

Hours 
Worked 

Salaries = 
Hourly Rate 

x 
Hours Worked 

  

Activities 
Performed 

Benefit 
Rate 

 

Benefits = 
Benefit Rate 

x 
Salaries 

  

Materials 
and 

Supplies 

Description  
of 

Supplies Used 

Unit  
Cost 

Quantity 
Used 

 

Cost = 
Unit Cost x 

Quantity 
Used 

 

(04)  Total line (03), columns (d), and (e), and enter the sum on this line. Check the appropriate box to indicate 
if the amount is a total or subtotal. If more than one form is needed to detail the activity costs, number 
each page. Enter totals from line (04), columns (d), and (e), to Form 1, line (05) columns (b), and (c). 
Carry the amount from line (04), column (d) to form FAM-27, line (35) for the reimbursement claim.  
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HEALTH FEE ELIMINATION 
ACTIVITY COST DETAIL – ALL HEALTH SERVICES EXCLUDING  

EMPLOYEE AND ATHLETE PHYSICALS 

FORM 

2B 
(01)  Community College District (02)                                                               Fiscal Year 

                                                                                    

(03) 
Description of Expenses – All Health Services Excluding Employee and 

Athlete Physicals 
Object Accounts 

(a) (b) (c) (d) (e) 

Employee Names, Job Classifications,  
Functions Performed, and  
 Description of Expenses 

Hourly 
Rate 

or 
Unit Cost 

Hours 
Worked 

or 
Quantity 

Salaries 
and 

Benefits 

Materials 
and  

Supplies 

     

(04)  Total  Subtotal Page:____of____     

20___/20___ 
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234 

HEALTH FEE ELIMINATION 
ACTIVITY COST DETAIL – ALL HEALTH SERVICES EXCLUDING 

 EMPLOYEE AND ATHLETE PHYSICALS 
INSTRUCTIONS 

FORM 

2B 
 

(01)  
 

Enter the name of the community college district. 

(02)  Enter the fiscal year in which costs were incurred. 

(03)  Description of Expenses – All Health Services Excluding Employee and Athlete Physicals. Include costs 
of all health services, excluding costs of employee and athlete physicals. 

 The following table identifies the type of information required to support reimbursable costs. Enter the 
employee names, job classification, a brief description of the activities performed, actual time spent by 
each employee, productive hourly rates, fringe benefits, and materials and supplies used. The 
descriptions required in line (3) column (a) must be of sufficient detail to explain the cost of 
activities or items being claimed. For audit purposes, all supporting documents must be retained by the 
claimant for a period of not less than three years after the date the claim was filed or last amended, 
whichever is later. If no funds were appropriated or no payment was made at the time the claim was filed, 
the time for the Controller to initiate an audit will be from the date of initial payment of the claim. For audit 
purposes, all supporting documents must be retained by the claimant while the claim is subject to audit 
and must be made available to the SCO on request. If the SCO has initiated an audit, the retention period 
is extended until the ultimate resolution of any audit findings. 

Object/ 
Sub object 
Accounts 

Columns Submit these 
supporting 

documents with 
the claim (a) (b) (c) (d) (e) 

Salaries 

and 

Benefits 

Employee Name 
and Title 

Hourly 
Rate 

Hours 
Worked 

Salaries = 
Hourly Rate 

x 
Hours Worked 

  

Activities 
Performed 

Benefit 
Rate 

 

Benefits = 
Benefit Rate 

x 
Salaries 

  

Materials 
and 

Supplies 

Description  
of 

Supplies Used 

Unit  
Cost 

Quantity 
Used 

 

Cost = 
Unit Cost x 

Quantity 
Used 

 

 

(04) 

  

Total line (03), columns (d), and (e), and enter the sum on this line. Check the appropriate box to indicate 
if the amount is a total or subtotal. If more than one form is needed to detail the activity costs, number 
each page. Enter totals from line (04), columns (d), and (e), to Form 1, line (09), columns (b), and (c). 
Carry the amount from line (04), column (d) to form FAM-27, line (36) for the reimbursement claim.  
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PROGRAM 

234 HEALTH FEE ELIMINATION  
HEALTH SERVICES PROVIDED 

FORM 

3 
(01) Claimant: (02)          Fiscal Year       

        20___/20___ 

(03) Place an “X” in columns (a) or (b), as applicable; to indicate which health 
services were provided by student health service fees for the indicated fiscal years. 
Provide a detailed explanation if column (a) differs from any previous claim submitted 
by the district. 

(a) 

1986-87 

(b) 

FY of Claim 

Accident Reports   

Appointments   

College Physician, Surgeon, Dermatology, Family Practice, Internal Medicine   

Outside Physician   

Dental Services   

Outside Labs, (X-ray, etc.)   

Psychologist, full services   

Cancel/Change Appointments   

Registered Nurse   

Check Appointments   

Assessment, Intervention and Counseling   

Birth Control   

Lab Reports   

Nutrition   

Test Results, Office   

Venereal Disease   

Communicable Disease   

Upper Respiratory Infection   

Ear, Nose, and Throat   

Eye/Vision   

Dermatology/Allergy   

Gynecology/Pregnancy Service   

Neurology   

Orthopedic   

Genito/Urinary   

Dental   

Gastro-Intestinal   

Stress Counseling   

Crisis Intervention   

Child Abuse Reporting and Counseling   

Substance Abuse Identification and Counseling   

Acquired Immune Deficiency Syndrome (AIDS)   
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PROGRAM 

234 
HEALTH FEE ELIMINATION  

HEALTH SERVICES PROVIDED 

FORM 

3 
(01) Claimant: (02)             Fiscal Year: 

20___/20___ 

(03) Place an “X” in columns (a) or (b), as applicable, to indicate which health 
services were provided by student health service fees for the indicated fiscal years. 
Provide a detailed explanation if column (a) differs from any previous claim submitted 
by the district. 

(a) 

1986-87 

(b) 

FY of Claim 

Assessment, Intervention and Counseling (Continued)   

Eating Disorders   

Weight Control   

Personal Hygiene   

Burnout   

Other Medical Problems, list   

Examinations  (Minor Illnesses)   

Recheck Minor Injury   

Health Talks or Fairs, Information   

Sexually Transmitted Disease (STD)   

Drugs   

Acquired Immune Deficiency Syndrome (AIDS)   

Child Abuse   

Birth Control/Family Planning   

Stop Smoking   

Library, Videos and Cassettes   

First Aid (Major Emergencies)   

First Aid (Minor Emergencies)   

First Aid Kits (Filled)   

Immunizations   

Diptheria/Tetanus   

Measles/Rubella   

Influenza   

Information   

Insurance    

On Campus Accident   

Voluntary   

Insurance Inquiry/Claim Administration   

Laboratory Tests Done   

Inquiry/Interpretation   

Pap Smears   

Physical Examinations   
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PROGRAM 

234 
HEALTH FEE ELIMINATION  

HEALTH SERVICES PROVIDED 

FORM 

3 
(01) Claimant: (02)                 Fiscal Year: 

20___/20___ 

(03) Place an “X” in columns (a) or (b), as applicable, to indicate which health 
services were provided by student health service fees for the indicated fiscal years. 
Provide a detailed explanation if column (a) differs from any previous claim submitted 
by the district. 

(a) 

1986-87 

(b) 

FY of Claim 

Physical Examinations (Continued)    

Students   

Athletes   

Employees   

Students   

Athletes   

Medications (Dispensed over the counter for miscellaneous illnesses)   

Antacids   

Antidiarrheal   

Antihistamines   

Aspirin, Tylenol, etc.   

Skin Rash Preparations   

Eye Drops   

Ear Drops   

Toothache, Oil cloves   

Stingkill   

Midol, Menstrual Cramps   

Other, list   

Parking Cards/Elevator Keys   

Tokens   

Return Card/Key   

Parking Inquiry   

Elevator Passes   

Temporary Handicapped Parking Permits   

Referrals to Outside Agencies   

Private Medical Doctor   

Health Department   

Clinic   

Dental   

Counseling Centers   

Crisis Centers   
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PROGRAM 

234 
HEALTH FEE ELIMINATION  

HEALTH SERVICES PROVIDED 

FORM 

3 
(01) Claimant: (02)                Fiscal Year 

20___/20___ 

(03) Place an “X” in columns (a) or (b), as applicable, to indicate which health 
services were provided by student health service fees for the indicated fiscal years. 
Provide a detailed explanation if column (a) differs from any previous claim submitted 
by the district.  

(a) 

1986-87 

(b) 

FY of Claim 

Transitional Living Facilities (Battered/Homeless Women)   

Family Planning Facilities   

Other Health Agencies   

Tests   

Blood Pressure   

Hearing   

Tuberculosis   

Reading   

Information   

Vision   

Glucometer   

Urinalysis   

Hemoglobin   

EKG   

Strep A Testing   

PG Testing   

Monospot   

Hemacult   

Others, list   

Miscellaneous   

Absence Excuses/PE Waiver   

Allergy Injections   

Bandaids   

Booklets/Pamphlets   

Dressing Change   

Rest   

Suture Removal   

Temperature   

Weight   

Information   

Report/Form   

Wart Removal   
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HEALTH FEE ELIMINATION  
HEALTH SERVICES PROVIDED 

FORM 

3 
(01) Claimant: (02)               Fiscal Year: 

20___/20___ 

(03) Place an “X” in columns (a) or (b), as applicable, to indicate which health 
services were provided by student health service fees for the indicated fiscal years. 
Provide a detailed explanation if column (a) differs from any previous claim submitted 
by the district. 

(a) 

1986-87 

(b) 

FY of Claim 

Others, list   

Committees   

Safety   

Environmental   

Disaster Planning   

Safety Data Sheets   

Central File   

X Ray Services   

Communicable Disease Control   

Body Fat Measurements   

Minor Surgeries   

Self Esteem Groups   

Mental Health Crisis   

Alcohol Anonymous Group   

Adult Children of Alcoholics Group   

Workshops   

Test Anxiety   

Stress Management   

Communication Skills   

Weight Loss   

Assertiveness Skills   
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California Community College District Enrollment
Academic Year 2011-12

District Name Term Name  District 
Enrollment  Notes 

ALLAN HANCOCK CCD 2011 Summer Term 7,357           
ALLAN HANCOCK CCD 2011 Fall term 14,671         
ALLAN HANCOCK CCD 2012 Spring Semester 15,984         
ANTELOPE CCD 2011 Summer Term 1,907           
ANTELOPE CCD 2011 Fall term 14,311         
ANTELOPE CCD 2012 Winter Intersession 184              
ANTELOPE CCD 2012 Spring Semester 14,060         
BARSTOW CCD 2011 Summer Term 725              
BARSTOW CCD 2011 Fall term 2,305           
BARSTOW CCD 2012 Spring Semester 4,275           
BUTTE CCD 2011 Summer Term 3,741           
BUTTE CCD 2011 Fall term 14,245         
BUTTE CCD 2012 Spring Semester 13,518         
CABRILLO CCD 2011 Summer Term 2,851           
CABRILLO CCD 2011 Fall term 14,709         
CABRILLO CCD 2012 Winter Intersession 115              
CABRILLO CCD 2012 Spring Semester 14,485         
CERRITOS CCD 2011 Summer Term 6,116           
CERRITOS CCD 2011 Fall term 24,350         
CERRITOS CCD 2012 Spring Semester 24,806         
CHABOT-LAS POSITAS CCD 2011 Summer Term 5,989           
CHABOT-LAS POSITAS CCD 2011 Fall term 22,140         
CHABOT-LAS POSITAS CCD 2012 Spring Semester 21,488         
CHAFFEY CCD 2011 Summer Term 2,978           
CHAFFEY CCD 2011 Fall term 19,731         
CHAFFEY CCD 2012 Spring Semester 18,518         
CITRUS CCD 2011 Summer Term 3,475           
CITRUS CCD 2011 Fall term 12,757         
CITRUS CCD 2012 Winter Intersession 3,750           
CITRUS CCD 2012 Spring Semester 12,887         
COAST CCD 2011 Summer Term 12,523         
COAST CCD 2011 Fall term 47,060         
COAST CCD 2012 Spring Semester 45,367         
CONTRA COSTA CCD 2011 Summer Term 17,217         
CONTRA COSTA CCD 2011 Fall term 37,009         
CONTRA COSTA CCD 2012 Spring Semester 38,296         
COPPER MOUNTAIN 2011 Summer Term 578              
COPPER MOUNTAIN 2011 Fall term 2,212           
COPPER MOUNTAIN 2012 Spring Semester 2,278           
DESERT CCD 2011 Summer Term 2,740           
DESERT CCD 2011 Fall term 10,459         
DESERT CCD 2012 Spring Semester 9,867           
EL CAMINO CCD 2011 Summer Term 14,992         Includes Compton Center.
EL CAMINO CCD 2011 Fall term 31,236         Includes Compton Center.
EL CAMINO CCD 2012 Winter Intersession 3,577           Includes Compton Center.
EL CAMINO CCD 2012 Spring Semester 28,814         Includes Compton Center.
FEATHER RIVER CCD 2011 Summer Term 1,210           
FEATHER RIVER CCD 2011 Fall term 1,505           
FEATHER RIVER CCD 2012 Winter Intersession 61                
FEATHER RIVER CCD 2012 Spring Semester 1,613           
FOOTHILL CCD 2011 Summer Quarter 26,479         
FOOTHILL CCD 2011 Fall Quarter 40,580         
FOOTHILL CCD 2012 Winter Quarter 37,652         
FOOTHILL CCD 2012 Spring Quarter 35,515         
GAVILAN CCD 2011 Summer Term 2,648           
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California Community College District Enrollment
Academic Year 2011-12

GAVILAN CCD 2011 Fall term 8,771           
GAVILAN CCD 2012 Spring Semester 7,496           
GLENDALE CCD 2011 Summer Term 7,088           
GLENDALE CCD 2011 Fall term 21,937         
GLENDALE CCD 2012 Winter Intersession 234              
GLENDALE CCD 2012 Spring Semester 21,799         
GROSSMONT CCD 2011 Summer Term 4,032           
GROSSMONT CCD 2011 Fall term 25,701         
GROSSMONT CCD 2012 Spring Semester 25,346         
HARTNELL CCD 2011 Summer Term 4,652           
HARTNELL CCD 2011 Fall term 9,486           
HARTNELL CCD 2012 Spring Semester 9,623           
IMPERIAL CCD 2011 Summer Term 34                
IMPERIAL CCD 2011 Fall term 8,267           
IMPERIAL CCD 2012 Spring Semester 7,502           
KERN CCD 2011 Summer Term 10,770         
KERN CCD 2011 Fall term 26,633         
KERN CCD 2012 Spring Semester 26,443         
LAKE TAHOE CCD 2011 Summer Quarter 1,733           
LAKE TAHOE CCD 2011 Fall Quarter 3,187           
LAKE TAHOE CCD 2012 Winter Quarter 3,112           
LAKE TAHOE CCD 2012 Spring Quarter 2,973           
LASSEN CCD 2011 Summer Term 1,704           
LASSEN CCD 2011 Fall term 2,635           
LASSEN CCD 2012 Spring Semester 3,365           
LONG BEACH CCD 2011 Summer Term 9,204           
LONG BEACH CCD 2011 Fall term 26,162         
LONG BEACH CCD 2012 Spring Semester 24,718         
LOS ANGELES CCD 2011 Summer Term 38,618         
LOS ANGELES CCD 2011 Fall term 156,277       
LOS ANGELES CCD 2012 Winter Intersession 21,143         
LOS ANGELES CCD 2012 Spring Semester 148,099       
LOS RIOS CCD 2011 Summer Term 25,880         
LOS RIOS CCD 2011 Fall term 74,111         
LOS RIOS CCD 2012 Spring Semester 75,008         
MARIN CCD 2011 Summer Term 1,455           Excludes Marin CED.
MARIN CCD 2011 Fall term 7,140           Excludes Marin CED.
MARIN CCD 2012 Spring Semester 7,341           Excludes Marin CED.
MENDOCINO CCD 2011 Summer Term 1,634           
MENDOCINO CCD 2011 Fall term 4,019           
MENDOCINO CCD 2012 Spring Semester 4,160           
MERCED CCD 2011 Summer Term 3,841           
MERCED CCD 2011 Fall term 11,951         
MERCED CCD 2012 Spring Semester 11,927         
MIRA COSTA CCD 2011 Summer Term 7,449           
MIRA COSTA CCD 2011 Fall term 16,882         
MIRA COSTA CCD 2012 Spring Semester 16,864         
MONTEREY CCD 2011 Summer Term 5,667           
MONTEREY CCD 2011 Fall term 10,181         
MONTEREY CCD 2012 Spring Semester 13,289         
MT. SAN ANTONIO CCD 2011 Summer Term 21,520         
MT. SAN ANTONIO CCD 2011 Fall term 36,484         
MT. SAN ANTONIO CCD 2012 Winter Intersession 17,450         
MT. SAN ANTONIO CCD 2012 Spring Semester 35,482         
MT. SAN JACINTO CCD 2011 Summer Term 222              
MT. SAN JACINTO CCD 2011 Fall term 16,327         
MT. SAN JACINTO CCD 2012 Spring Semester 15,521         
NAPA CCD 2011 Summer Term 2,338           
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NAPA CCD 2011 Fall term 7,244           
NAPA CCD 2012 Spring Semester 7,135           
NORTH ORANGE CCD 2011 Summer Term 8,467           Excludes North Orange Adult.
NORTH ORANGE CCD 2011 Fall term 33,771         Excludes North Orange Adult.
NORTH ORANGE CCD 2012 Spring Semester 34,093         Excludes North Orange Adult.
OHLONE CCD 2011 Summer Term 3,345           
OHLONE CCD 2011 Fall term 10,769         
OHLONE CCD 2012 Spring Semester 11,960         
PALO VERDE CCD 2011 Fall term 3,546           
PALO VERDE CCD 2012 Spring Semester 2,849           
PALOMAR CCD 2011 Summer Term 9,456           
PALOMAR CCD 2011 Fall term 27,587         
PALOMAR CCD 2012 Spring Semester 27,412         
PASADENA CCD 2011 Summer Term 10,605         
PASADENA CCD 2011 Fall term 29,572         
PASADENA CCD 2012 Winter Intersession 8,024           
PASADENA CCD 2012 Spring Semester 27,262         
PERALTA CCD 2011 Summer Term 14,966         
PERALTA CCD 2011 Fall term 26,655         
PERALTA CCD 2012 Spring Semester 24,995         
RANCHO SANTIAGO CCD 2011 Summer Term 54,022         Excludes Rancho Santiago CED.
RANCHO SANTIAGO CCD 2011 Fall term 62,496         Excludes Rancho Santiago CED.
RANCHO SANTIAGO CCD 2012 Spring Semester 74,049         Excludes Rancho Santiago CED.
REDWOODS CCD 2011 Summer Term 1,147           
REDWOODS CCD 2011 Fall term 6,181           
REDWOODS CCD 2012 Spring Semester 5,880           
RIO HONDO CCD 2011 Summer Term 12,141         
RIO HONDO CCD 2011 Fall term 21,211         
RIO HONDO CCD 2012 Spring Semester 21,445         
RIVERSIDE CCD 2011 Summer Term 12,797         
RIVERSIDE CCD 2011 Fall term 35,243         
RIVERSIDE CCD 2012 Winter Intersession 10,331         
RIVERSIDE CCD 2012 Spring Semester 33,314         
SAN BERNARDINO CCD 2011 Summer Term 2,585           
SAN BERNARDINO CCD 2011 Fall term 17,681         
SAN BERNARDINO CCD 2012 Spring Semester 17,653         
SAN DIEGO CCD 2011 Summer Term 1,691           Excludes San Diego CDE and Adult.
SAN DIEGO CCD 2011 Fall term 47,975         Excludes San Diego CDE and Adult.
SAN DIEGO CCD 2012 Spring Semester 47,210         Excludes San Diego CDE and Adult.
SAN FRANCISCO CCD 2011 Summer Term 13,366         Excludes San Francisco Centers.
SAN FRANCISCO CCD 2011 Fall term 35,134         Excludes San Francisco Centers.
SAN FRANCISCO CCD 2012 Spring Semester 33,706         Excludes San Francisco Centers.
SAN JOAQUIN DELTA CCD 2011 Summer Term 10,044         
SAN JOAQUIN DELTA CCD 2011 Fall term 19,925         
SAN JOAQUIN DELTA CCD 2012 Spring Semester 18,762         
SAN JOSE CCD 2011 Summer Term 6,545           
SAN JOSE CCD 2011 Fall term 19,639         
SAN JOSE CCD 2012 Spring Semester 20,609         
SAN LUIS OBISPO CCD 2011 Summer Term 3,371           
SAN LUIS OBISPO CCD 2011 Fall term 11,104         
SAN LUIS OBISPO CCD 2012 Spring Semester 11,301         
SAN MATEO CCD 2011 Summer Term 13,947         
SAN MATEO CCD 2011 Fall term 25,381         
SAN MATEO CCD 2012 Spring Semester 24,490         
SANTA BARBARA CCD 2011 Summer Term 7,900           Excludes Santa Barbara CED.
SANTA BARBARA CCD 2011 Fall term 19,883         Excludes Santa Barbara CED.
SANTA BARBARA CCD 2012 Spring Semester 19,214         Excludes Santa Barbara CED.
SANTA CLARITA CCD 2011 Summer Term 8,967           
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SANTA CLARITA CCD 2011 Fall term 17,937         
SANTA CLARITA CCD 2012 Winter Intersession 3,267           
SANTA CLARITA CCD 2012 Spring Semester 18,303         
SANTA MONICA CCD 2011 Summer Term 15,982         
SANTA MONICA CCD 2011 Fall term 33,281         
SANTA MONICA CCD 2012 Winter Intersession 12,435         
SANTA MONICA CCD 2012 Spring Semester 33,036         
SEQUOIAS CCD 2011 Fall term 11,969         
SEQUOIAS CCD 2012 Spring Semester 11,346         
SHASTA TEHAMA CCD 2011 Summer Term 2,075           
SHASTA TEHAMA CCD 2011 Fall term 9,688           
SHASTA TEHAMA CCD 2012 Spring Semester 9,093           
SIERRA CCD 2011 Summer Term 4,702           
SIERRA CCD 2011 Fall term 19,577         
SIERRA CCD 2012 Spring Semester 19,409         
SISKIYOUS CCD 2011 Summer Term 514              
SISKIYOUS CCD 2011 Fall term 2,716           
SISKIYOUS CCD 2012 Spring Semester 2,954           
SOLANO CCD 2011 Summer Term 5,180           
SOLANO CCD 2011 Fall term 11,162         
SOLANO CCD 2012 Spring Semester 10,900         
SONOMA CCD 2011 Summer Term 12,086         
SONOMA CCD 2011 Fall term 27,949         
SONOMA CCD 2012 Spring Semester 27,408         
SOUTH ORANGE COUNTY CCD 2011 Summer Term 25,667         
SOUTH ORANGE COUNTY CCD 2011 Fall term 40,852         
SOUTH ORANGE COUNTY CCD 2012 Spring Semester 39,926         
SOUTHWESTERN CCD 2011 Summer Term 10,205         
SOUTHWESTERN CCD 2011 Fall term 21,938         
SOUTHWESTERN CCD 2012 Spring Semester 20,831         
STATE CENTER CCD 2011 Summer Term 6,946           
STATE CENTER CCD 2011 Fall term 32,580         
STATE CENTER CCD 2012 Spring Semester 32,690         
VENTURA CCD 2011 Summer Term 14,762         
VENTURA CCD 2011 Fall term 34,400         
VENTURA CCD 2012 Spring Semester 33,132         
VICTOR VALLEY CCD 2011 Summer Term 3,657           
VICTOR VALLEY CCD 2011 Fall term 12,944         
VICTOR VALLEY CCD 2012 Winter Intersession 71                
VICTOR VALLEY CCD 2012 Spring Semester 13,074         
WEST HILLS CCD 2011 Summer Term 2,521           
WEST HILLS CCD 2011 Fall term 6,502           
WEST HILLS CCD 2012 Spring Semester 6,184           
WEST KERN CCD 2011 Summer Term 4,355           
WEST KERN CCD 2011 Fall term 5,419           
WEST KERN CCD 2012 Spring Semester 5,991           
WEST VALLEY CCD 2011 Summer Term 13,077         
WEST VALLEY CCD 2011 Fall term 22,336         
WEST VALLEY CCD 2012 Spring Semester 24,288         
YOSEMITE CCD 2011 Summer Term 7,170           
YOSEMITE CCD 2011 Fall term 21,344         
YOSEMITE CCD 2012 Spring Semester 20,991         
YUBA CCD 2011 Summer Term 3,050           
YUBA CCD 2011 Fall term 9,796           
YUBA CCD 2012 Spring Semester 9,563           
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California Community College District Enrollment
Academic Year 2011-12

Source: Tonia Lu, MIS Specialist
California Community Colleges Chancellor's Office
November 1, 2012

Enrollment criteria:
CCCCO MIS data element STD7, Codes A through G. Duplicate students excluded 
based on student SSN.
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California Community College District Apprenticeship Enrollees
Academic Year 2011-12

District Name Term Name  Apprenticeship 
Enrollees 

CERRITOS CCD 2011 Summer Term 484                      
CERRITOS CCD 2011 Fall term 578                      
CERRITOS CCD 2012 Spring Semester 535                      
CHABOT-LAS POSITAS CCD 2011 Summer Term 1                          
CHABOT-LAS POSITAS CCD 2011 Fall term 256                      
CHABOT-LAS POSITAS CCD 2012 Spring Semester 341                      
FOOTHILL CCD 2011 Summer Quarter 39                        
FOOTHILL CCD 2011 Fall Quarter 1,184                   
FOOTHILL CCD 2012 Winter Quarter 1,218                   
FOOTHILL CCD 2012 Spring Quarter 375                      
KERN CCD 2011 Fall term 1                          
KERN CCD 2012 Spring Semester 145                      
LOS ANGELES CCD 2011 Summer Term 1                          
LOS ANGELES CCD 2011 Fall term 56                        
LOS ANGELES CCD 2012 Winter Intersession 62                        
LOS ANGELES CCD 2012 Spring Semester 47                        
LOS RIOS CCD 2011 Summer Term 526                      
LOS RIOS CCD 2011 Fall term 1,007                   
LOS RIOS CCD 2012 Spring Semester 902                      
PALOMAR CCD 2011 Summer Term 404                      
PALOMAR CCD 2011 Fall term 1,129                   
PALOMAR CCD 2012 Spring Semester 1,059                   
RANCHO SANTIAGO CCD 2011 Summer Term 2,448                   
RANCHO SANTIAGO CCD 2011 Fall term 2,254                   
RANCHO SANTIAGO CCD 2012 Spring Semester 2,831                   
RIO HONDO CCD 2011 Summer Term 1                          
SAN DIEGO CCD 2011 Fall term 494                      
SAN DIEGO CCD 2012 Spring Semester 421                      
SAN JOAQUIN DELTA CCD 2011 Summer Term 37                        
SAN JOAQUIN DELTA CCD 2011 Fall term 138                      
SAN JOAQUIN DELTA CCD 2012 Spring Semester 171                      
SONOMA CCD 2011 Fall term 123                      
SONOMA CCD 2012 Spring Semester 119                      

Source: Tonia Lu, MIS Specialist
California Community Colleges Chancellor's Office
November 1, 2012

Apprenticeship enrollee criteria:

"Did not report" = Although the district has an apprenticeship program,
it did not report enrollees under the specified CCCCO MIS codes.

CCCCO MIS data element STD7, Codes A through G, and Data Element SB23, Code 1. Duplicate students 
excluded based on student SSN.
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Program
(19)

(20) Date Filed

(21) LRS Input
(01)

(02)

(26)

### FALSE (03) (09) (27)

### FALSE (04) (10) (28)

### FALSE (05) (11) (29)

(06) (12) (30)

(07) (13) (31)

(14) (32)

(15) (33)

(16) (34)

(08) (17) (35)

(18) (36)

(38)

Amended

For State Controller Use Only

029
CLAIM FOR PAYMENT

Pursuant to Government Code Section 17561

HEALTH FEE ELIMINATION

L
A
B
E
L

H
E
R
E

Claimant Identification Number

Claimant Name

County of Location

Street Address or P.O. Box

City

Suite

State Zip Code

Reimbursement Claim Data

HFE-1.0,(04)(b)(22)

(23)

(24)

(25)

Net Claimed Amount

Due to Claimant

Due to State

(37) CERTIFICATION OF CLAIM

Date

Type of Claim

20___/20___ 20___/20___Fiscal Year of Cost

ReimbursementEstimated

Combined Combined

Amended

Type or Print Name

(        )           -                  Ext.Telephone Number

Title
Name of Contact Person for Claim

Form FAM-27 (Revised 9/01)

Less: 10% Late Penalty, not to exceed $1,000

Less: Prior Claim Payment Received

E-Mail Address

Chapters 1/84 and 1118/87

Program Number 00029

Total Claimed Amount

____/____/____

____/____/____

Signature of Authorized Officer

In accordance with the provisions of Government Code § 17561, I certify that I am the officer authorized by the local agency to file claims 
with the State of California for costs mandated by Chapter 1, Statutes of 1984, and Chapter 1118, Statutes of 1987, and certify under 
penalty of perjury that I have not violated any of the provisions of Government Code Sections 1090 to 1096, inclusive.

I further certify that there was no application other than from the claimant, nor any grant or payment received, for reimbursement of 
costs claimed herein; and such costs are for a new program or increased level of services of an existing program mandated by 
Chapter 1, Statutes of 1984, and Chapter 1118, Statutes of 1987.

The amounts for Estimated Claim and/or Reimbursement Claim are hereby claimed from the State for payment of estimated and/or actual 
costs for the mandated program of Chapter 1, Statutes of 1984, and Chapter 1118, Statutes of 1987, set forth on the attached statements.

Estimated Claim Reimbursement Claim

State Controller's Office School Mandated Cost Manual
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State Controller’s Office School Mandated Cost Manual

Form FAM-27 (Revised 9/01) Chapter 1/84 and 1118/87

Program

029
HEALTH FEE ELIMINATION

Certification Claim Form
Instructions

FORM
FAM-27

(01) Leave blank.

(02) A set of mailing labels with the claimant's I.D. number and address was enclosed with the letter regarding the claiming
instructions. The mailing labels are designed to speed processing and prevent common errors that delay payment. Affix a label in
the space shown on form FAM-27. Cross out any errors and print the correct information on the label. Add any missing address
items, except county of location and a person's name. If you did not receive labels, print or type your agency's mailing address.

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

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

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

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

(07) Enter the amount of estimated claim. If the estimate exceeds the previous year's actual costs by more than 10%, complete form
HFE-1.0 and enter the amount from line (04)(b).

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

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

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

(11) If filing an amended or a combined claim on behalf of districts within the county, enter an "X" in the box on line (11) Amended.

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

(13) Enter the amount of reimbursement claim from form HFE-1.0, line (04)(b).

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

(15) If filing a reimbursement claim and a claim was previously filed for the same fiscal year, enter the amount received for the claim.
Otherwise, enter a zero.

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

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

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

(19) to (21) Leave blank.

(22) to (36) Reimbursement Claim Data. Bring forward the cost information as specified on the left-hand column of lines (22) through (36) for
the reimbursement claim, e.g., HFE-1.0, (04)(b), means the information is located on form HFE-1.0, line (04), column (b). Enter
the information on the same line but in the right-hand column. Cost information should be rounded to the nearest dollar, i.e., no
cents. Indirect costs percentage should be shown as a whole number and without the percent symbol, i.e., 7.548% should be
shown as 8. Completion of this data block will expedite the payment process.

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

(38) Enter the name, telephone number, and e-mail address of the person whom this office should contact if additional information is
required.

SUBMIT A SIGNED, ORIGINAL FORM FAM-27 WITH ALL OTHER FORMS AND SUPPORTING DOCUMENTS (NO COPIES
NECESSARY) TO:

Address, if delivered by U.S. Postal Service:

OFFICE OF THE STATE CONTROLLER
ATTN: Local Reimbursements Section
Division of Accounting and Reporting
P.O. Box 942850
Sacramento, CA  94250

Address, if delivered by other delivery service:

OFFICE OF THE STATE CONTROLLER
ATTN: Local Reimbursements Section
Division of Accounting and Reporting
3301 C Street, Suite 500
Sacramento, CA  95816
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BEFORE THE COMMISSION ON STATE MANDATES
STATE OF CALIFORNIA

1
1
1

Claim of: )
1

Rio Hondo Community College District )
Claimant 1

1
1
1
1

No. CSM-4206

DECISION

The attached Proposed Statement of Decision of the Commission on State
Mandates is hereby adopted by the Commission on State Mandates as its decision
in the above-entitled matter.

This Decision shall become effective on January 22, 1987.

IT IS SO ORDERED January 22, 1987.

Peter Pelkofer, Vice
Commission on State M

WP 152614-2
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BEFORE THE

COMMISSION ON STATE MANDATES

1
1

Claim of: 1
1

Rio Hondo Community College District ) No. CSM-4206
Claimant 1

PROPOSED DECISION

This claim was heard by the Commission on State Mandates (commission) on
November 20, 1986, in Sacramento, California, during a regularly scheduled
meeting of the commission. Patrick Sisneros, Attorney at Law, and
Dr. Timothy M. Wood, Vice-President of Administrative Affairs, appeared on
behalf of the Rio Hondo Community College District. Steve Nakamura, Program
Analyst, appeared on behalf of the California Community Colleges Chancellor's
Office. Carol Miller of Education Mandated Costs Network also testified at
the hearing. There were no other appearances.

Evidence both oral and documentary having been introduced, the matter
submitted, and a vote taken, the commission finds:

NOTE

1. The finding of a reimbursable mandate does not mean that all increased
costs claimed will be reimbursed. Reimbursement, if any, is subject to
commission approval of parameters and guidelines for reimbursement of the
claim, and a statewide cost estimate; a timely-filed claim for reimbursement;
and a subsequent review of the claim by the State Controller.
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11.

FINDINGS OF FACT

1. The test claim was filed with the Commission on State Mandates on
November 27, 1985, by the Rio Hondo Community College District.

2. The subject of the claim is Statutes of 1984, 2nd Extraordinary Session,
Chapter 1.

3. Chapter l/84, 2nd ES., repealed Section 72244 of the Education Code which
provided for an optional health services program to be implemented at the
California Community College Districts' discretion and repealed Section 72246
which provided the fee structure the districts could charge students to fund
the program.

4. Chapter l/84, 2nd E.S., added Section 72246.5 to the Education Code and
required any community college district which provided health services for
which it was authorized to charge a fee pursuant to former Section 72246 in
the 1983-84 fiscal year to maintain health services at the level provided
during the 1983-84 fiscal year in the 1984-85 fiscal year and each fiscal year
thereafter. This maintenance of effort requirement applies to all community
college districts which levied a health services fee in the 1983-84 fiscal
year, regardless of the extent to which the health services fees collected
offset the actual costs of providing health services at the 1983-84 fiscal
year level.

5. A program which was optional is now required by Chapter 1, Statutes of
1984, 2nd E.S. of any community college district which levied a health
services fee in fiscal year 1983-84,

6. During fiscal year 1983-84 Rio Hondo Community College District provided a
health services progam and assessed a health services fee. Therefore, the Rio
Hondo Community College District has incurred increased costs as a result of
having to provide a health services program while having its authority to
assess a health services fee removed.

7. The Rio Hondo Community College District's increased costs are costs
mandated by the state.

8. Government Code Section 17514 defines the term "costs mandated by the
state" as any increased'costs which a local agency is required to incur after
July 1, 1980, as a result of any statute enacted on or after January 1, 1975,
or any executive order implementing any statute enacted on or after January 1,
1975, which mandates a new program or higher level of service of an existing
program within the meaning of Section 6 of Article XIII B of the California
Constitution.

9. None of the requisites for denying a claim, specified in Government Code
Section 17556, subdivision (a), were established.
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11.

DETERMINATION OF ISSUES

1. The commission has jurisdiction to decide the claim under authority of
Government Code Section 17551.

2. Education Code Section 72246.5 as added by Chapter 1, Statutes of 1984,
2nd ES., imposes a reimbursable state mandate upon local school districts.
The Rio Hondo Community College District has established that this statute has
imposed a new program by requiring community college districts, which levied a
health services fee in fiscal year 1983-84 for an optional health services
program, to provide the health services program without the authority to levy
a fee.

WP 1526A-3
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