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County of Marin
Incorrect Reduction Claim

Investment Reports
Chapter 783, Statutes of 1995, et al.

The State Controller’s Office (hereinafter “SCO”) incorrectly reduced the claim
of the County of Marin (hereinafter “County”) for reimbursement of the County’s costs
of implementing the requirements of Chapter 783, Statutes of 1995, et al. The County’s
claim complied with the Parameters and Guidelines and Claiming Instructions for
Chapter 783, Statutes of 1995, and is supported by substantial documentation and
evidence. The SCO’s reduction of this claim is arbitrary, capricious, and contrary to law.

L SUMMARY OF THE CLAIM

The State Controller’s Office incorrectly reduced the claim of Marin County for
reimbursement of the County’s costs of implementing the requirements of Chapter 783,
Statutes of 1995, commonly referred to as Investment Reports. The SCO reduced the
Investment Report Claim filed by the County for the 1995-96, 1996-97 and 1997-98
fiscal years.

The Commission on State Mandates (CSM) has the authority pursuant to
Government Code, Section 17551(b) to “hear and decide upon a claim by a local agency
or school district filed on or after January 1, 1985, that the Controller has incorrectly
reduced payments to the local agency or school district pursuant to paragraph (2) of
subdivision (d) of Section 17561.” The County of Marin is a local agency as defined in
Government Code, Section 17518.

1L STATEMENT OF ISSUES IN DISPUTE
The following is a list of issues associated with this claim:

1. The amount claimed by the County for reimbursement of the costs of the
mandate imposed by Chapter 783, Statutes of 1995 fairly represents the actual costs
incurred by the County in carrying out the mandated activities. These costs were
properly claimed under the Parameters and Guidelines for Chapter 783, Statutes of 1995
adopted by the CSM, and the Claiming Instructions as prepared by the SCO.
Reimbursement of these costs is mandated under Article XIIIB, Section 6 of the
California Constitution.

a. The SCO has incorrectly reduced the claim by the amount claimed for the
preparation and adoption of the Annual Investment Policy.

b. The SCO has incorrectly reduced the claim by the amount claimed for the
performance of the subsidiary ledger functions including reconciling accounts, verifying




interest rates and bank statements, and adjusting current market value, which are included
in the agency’s investment report.

c. The SCO reduced the claim by the amount of the software used to track
the County’s investments (fixed income module and extended investment module).

d. The SCO reduced the claim’s Indirect Cost Rate based upon the
incorrectly reduced claim.

2. The adjustments to the County’s reimbursement claims by the SCO’s
Local Reimbursements Section have no force or effect in law since:

a. The SCO did not audit the claims or records of the County prior to denial
of payment to verify the actual amount of the mandated costs, as is required by
Government Code, Section 17561(d)(1)(A), and

b. There is inadequate documentation to support the “claim adjustment” for
each fiscal year, and

c. The adjustments made by the SCO are not supported by the evidence, and
are arbitrary, capricious and contrary to law, and

d. The incorrect reduction claim has been timely filed, and

e. - Because the SCO has enforced and is seeking to enforce its adjustment in
contravention to the requirements of Government Code, Section 17561 of the
Constitution of the State of California, the burden of proof is upon the SCO to establish a
legal basis for its actions. The County has met its burden of going forward on this claim
through its compliance with Title 2, California Code of Regulations, Section 1185.

3. The Commission on State Mandates has authority to hear this claim and
direct restoration of the amounts claimed by the County which were incorrectly reduced.
This claim provides sufficient information for the CSM to direct the Controller to reverse
the reductions previously made and to direct the Controller to pay the County.

III. BRIEF HISTORY AND BACKGROUND OF INVESTMENT REPORTS

The test claim on the subject legislation, Government Code, Section 53646, subdivisions
(a), (b) and (¢) as added by Chapter 783, Statutes of 1995, and amended by Chapters 156
and 749, Statutes of 1996, was filed by the County of Santa Clara and the City of
Newport Beach on December 23, 1996. The matter was heard as an undisputed test
claim, and the Statement of Decision was adopted by the Commission on State Mandates
at its hearing on March 27, 1997. A true and correct copy of the Statement of Decision is
attached hereto as Exhibit 1 and incorporated herein by reference.

At that hearing of the Commission on State Mandates, the following findings were made:




Subdivision (a) of Government Code section 53646
provides that the local agency treasurer or chief fiscal
officer, as applicable, “... shall annually render ...” to the
local legislative body and any investment oversight
committee “...a statement of investment policy...”. In the
case of counties, the investment policy is to be “reviewed
and approved” at a public meeting. Changes to the
investment policy are required to undergo the same
process. No such requirement for an annual investment
policy or for its review and approval (or consideration)
existed in immediate prior law — the Chapter 59, Statutes of
1993, version of section 53646. The requirements of
subdivision (a), therefore, constitute a new program or
higher level of service in an existing program.

Subdivision (b) of section 53646 requires the treasurer or
[sic] chief fiscal officer “...to render a quarterly investment
report having specified content to the chief executive
officer, the internal auditor, and the legislative body of the
local agency....”.

Subdivision (€) of section 53646 provides that the quarterly
report required by subdivision (b) may be presented in
somewhat abbreviated fashion for those investments [sic]
which have been placed in the Local Agency Investment
Fund, in Federal Deposit Insurance Corporation — insured
accounts in a bank or savings and loan association, in a
county investment pool, or any combination of those forms
of investment. The reports under subdivision (e), while
abbreviated, are still required. Under the immediate prior
law, the Chapter 59, Statutes of 1993, version of section
53646, quarterly investment reporting was discretionary;
therefore, the requirements of subdivisions (b) an (e) of
section 53646 constitute a new program or higher level of
service in an existing program.

Subdivisions (¢) and (d) of Government Code section
53646 are not part of this test claim.

Government Code section 53646 offers local agencies two
levels of detail in making the required quarterly reports.
Subdivision (e) provides for simpler reporting method for
those local agency investments which have been placed in
the Local Agency Investment Fund or in Federal Deposit
Insurance corporation — insured accounts in a bank or




savings and loan association, in a county investment pool,
or any combination of those investment vehicles. The more
complex reporting requirements found in subdivision (b)
apply to local agencies which cannot place all of their
investments in the Local Agency Investment Fund or in the
other accounts specified in subdivision (e). Local agencies
which are able to use the investment methods listed in
subdivision (e) exclusively should therefore be expected to
have lower costs of compliance with the reporting
requirements of section 53646 than those agencies which
must invest some or all of their surplus funds in other
financial institutions or instruments. The Government
Code imposes limits on local government bank deposits
[footnote omitted], and the State Treasurer has the statutory
authority to limit local agency deposits in the Local Agency
Investment Fund [footnote omitted]; so it is recognized
that the number of local agencies eligible to report
exclusively under subdivision (e) will be limited.

There are no federal requirements which are comparable to
the state requirements found in Government Code section
53646, subdivisions (a), (b), and (e).

Finally, the term “local agency” as it applies to section
53646 is not the same as that term is used in Government
Code section 17518 pertaining to the Commission on State
Mandates [footnote omitted]. For purposes of section
53646, Government Code section 53630, subdivision (a)
defines “local agency” to mean “...county, city, city and
county, including a chartered city or county, a community
college district, or other public agency or corporation in
this state.” The “local agency” definition as found in
section 53646, subdivision (a), is to be used for the
purposes of this test claim.

Thereafter, Parameters and Guidelines were adopted by the Commission at its hearing on
November 27, 1997, a true and correct copy of which is attached hereto as Exhibit 2.

The State Controller’s Office issued Claiming Instructions, a true and correct copy of
which is attached hereto as Exhibit 3. The initial claims for actual costs for the period
January 1, 1996 through June 30, 1996, and the 1996-97 fiscal year were due on May 20,
1998. The reimbursement claim for fiscal year 1997-98 was due on November 30, 1998.




IV. THE COUNTY’S CLAIM AND THE SCO’S REDUCTIONS

The County of Marin filed a claim for reimbursement for January 1, 1996 through June
30, 1996 and a claim for reimbursement for fiscal year 1996-97 on or about May 20,
1998; and filed a reimbursement claim for fiscal year 1997-1998 on or about January 15,
1999. The amount of the claims filed and the SCO’s reductions are as follows:

YEAR CLAIMED SCO’S NET
AMOUNT REDUCTIONS REIMBURSEMENT
1995-96 $ 23,632 $ 19,559 $ 4,073
1996-97 $ 21,659 $ 15,005 $ 6,654
1997-98 $ 26,041 $ 19,440 $ 6,601
TOTAL $ 71,332 $ 54,004 $17,328

The County of Marin requested complete copies of the SCO’s files, together with “copies
of any and all documents, claims, audit notes, desk review notes, audit reports, work
papers, correspondence, claims receipts, remittance advice, and any and all documents
contained within the files pertaining to the following reimbursement claims”. A true and
correct copy of said letter is attached hereto and incorporated herein as
Exhibit 4.

The SCO only provided copies of the claims filed by the County of Marin, together with
its notes thereon. True and correct copies of the documents provided by the SCO are
attached hereto and incorporated herein as Exhibit 5.

For the 1995-96 and 1996-97 fiscal years, time for the individual who assisted in the
preparation and adoption of the Annual Investment Policy, was reduced to an arbitrary
rate of 20% of costs claimed. For fiscal year 1997-98, the arbitrary rate of 10% was
applied to the true and correct costs of the time spent on the Annual Investment Policy.
There is no rational reason or justification for the reduction of these costs, particularly the
rates used to compute the new costs. The SCO took it upon themselves to create
“appropriate” rates. However, the Annual Investment Policy is required to be developed
and adopted by the legislation, as well as the Statement of Decision and Parameters and
Guidelines. In all of these documents, there is no specific methodology or rate that a
County is mandated to use to comply with the legislation and, therefore, the methodology
used by the County of Marin is appropriate at the rate originally claimed.

In fiscal year 1996-97, costs associated with programming reports to be used for the
Quarterly Report of Investments has been disallowed. These costs bear a logical
relationship to the mandate requirements, and therefore, should be reimbursed.

For all fiscal years, the SCO eliminated all costs for Sympro software, stating that
software was not mandated. However, traditionally the Commission has allowed
software costs if same is reasonably necessary to perform the mandated activities.




For all fiscal years in question, the SCO also unilaterally and arbitrarily reduced costs of
salaries for the staff who participated in the activities related to performing subsidiary
ledger functions including reconciling accounts, verifying interest rates and bank
statements, and adjusting current market value, which are all included in the agency’s
investment report. These duties are clearly related to the mandate. The SCO has
disallowed the true and correct costs associated with these requisite duties. The only
explanation given is “daily/monthly accounting functions not mandated”. Yet, neither
the legislation, Statement of Decision nor Parameters & Guidelines state a minimum or
maximum allowable timeframe to complete these duties. Therefore, the SCO’s decision
to disallow all associated costs is arbitrary and capricious.

Investment reporting compliance is not a simple matter of reporting a few numbers on
four occasions each year. Rather, detailed investment reporting, accumulation and
compilation mandates are imposed as a result of this test claim legislation.

In the Commission’s Statement of Decision on the test claim, rendered March 27, 1997,
the Commission cited pertinent law which requires that:

“...this report shall include the type of investment, issue,
date of maturity, par and dollar amount invested on all
securities, investments and moneys held by the local
agency, and shall additionally include a description of any
of the local agency’s funds, investments, or programs, that
are under the management of contracted parties, including
lending programs. With respect to all securities held by the
local agency, and under the management of any outside
party that is not also a local agency or the State of
California Local Agency Investment Fund, the report shall
also include a current market value as of the date of the
report, and shall include the source of this same valuation.”

The Commission further noted that Government Code, Section 53646(b)(2) and (b)(3)
requires that:

(2)  The quarterly report shall state compliance of the
portfolio to the statement of investment policy, or manner
in which the portfolio is not in compliance . . .

(3)  The quarterly report shall include a statement
denoting the ability of the local agency to meet its pool’s
expenditure requirements for the next six months, or
provide an explanation as to why sufficient money shall, or
may, not be available.

The Statement of Decision also recognizes that the legislation contemplated the use of
subsidiary ledgers of investments in accordance with accepted accounting practices.




Property taxes are received in April and December of each year. These funds, together
with receipts from the State, must be managed in such a way that they will provide
necessary funding for the budget throughout the year. The State of California notifies
counties three months in advance when the county may expect to receive certain funds,
but not the amount that is to be received. Thus, it is important to do cash flow
forecasting, as required under the mandate, and be fully invested to maximize returns. As
a result, when deposits are received, if the cash is not immediately needed, it is invested.

This mandate requires that there be liquidity projections on a six month basis. In order to
perform a liquidity projection, disbursements must be matched with receipts. Because
the total amount of the State’s payments are unknown, estimates of the receipts are done
with historical data. This information is used in cash forecasting and for investment
decisions, including maturities.

In order to make sure there is appropriate cash flow, maturities must be checked and
verified on a daily basis. This is because when making investments, they are made on a
daily basis, and thus maturities are critical.

The Investment Report is not a point in time document. Rather, it shows the entire
portfolio at this point in time and demonstrates that one is in compliance not only with
one’s own investment policy, but also with the Government Code. If the portfolio is not
in compliance on a given date, the out of compliance condition must be reported. The
requirement is to be in compliance with the Annual Investment Policy at all times, not
just on the date on which the report is due. If this were a point in time document, there
would be no requirement to be in compliance on all dates of the quarter; the portfolio
would merely have to be in compliance on the last day of the quarter. Thus, the
requirement to be in compliance mandates daily monitoring.

It is possible to be out of compliance because of a change in credit ratings of the
investments made. If an instrument is purchased and the credit rating changes, the
portfolio could be out of compliance. During the past two years, several major
companies, including Pacific Gas & Electric, Enron and Edison International have all
seen their credit ratings substantially reduced. Also, the portfolio can be out of
compliance if there is an instrument with too long a maturity.

Also, the mandate requires that one report not just the cost of the investment, but also the
par value and the market value. Book value is the cost of the investment. Par value is the
value upon maturity. Market value is the value which is received if the investment is sold
at that time, prior to maturity. The test claim legislation requires the portfolio to reflect
market value, even if there is no intention of selling the instrument prior to maturity. If
the book value is greater than market value, there is a “loss”; if the book value is less
than market value, there is a “profit”. Additionally, if an instrument is purchased at a
value that is different from par, the difference must be amortized to the maturity or call
date, and the yield must be computed to the maturity or call date.




When the claims were paid, the SCO did not send work papers or audit reports to justify
the reason or methodology for the disallowances. Remittance advice simply stated
“claim adjustment.” No further detail was provided. It was not until the County received
a copy of the SCO’s files in June 2002 did it understand the reason for the reductions.
However, there is still no justification included for the methodology used in computing
the disallowances.

Given the reductions made, request was made to the SCO to reinstate the costs which
were reduced. Attached hereto as Exhibit 6 is a true and correct copy of said letter. As
of this date, no restoration of the reduced costs has been made by the SCO.

V. CONCLUSION

In conclusion, it is the contention of the County of Marin that the actions of the SCO are
arbitrary, capricious, contrary to law and without justification. The Commission on State
Mandates should find that the claims submitted by the County were in compliance with
the Parameters and Guidelines and appropriate Claiming Instructions, that the claims
were supported by proper documentation, and that the costs claimed by the County are all
reimbursable pursuant to Article XIIIB, Section 6 of the California Constitution, and
direct the SCO to pay the entirety of the County s claims as allowable pursuant to the
Parameters and Guidelines.

VI. CERTIFICATION

I certify by my signature below that that the statements made herein are true and correct
of my own knowledge, or as to all other matters, I believe them to be true and correct
based upon my information and belief.

Executed this , day of Se )U /. at San Rafael, California.
) & v /4//&4/
“[Name]
y P . "
[Title]
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Incorrect Reduction Claim —
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I declare under penalty of perjury that the statements made herein are true and correct of
my own knowledge, or as to all other matters, I believe them to be true and correct based
upon my information and belief.

Executed this 9/% day of @ @{/MZ”:QOOZ, at San Rafael, California.
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STATE OF CALIFORNIA PETE WILSON, Governop

COMMISSION ON STATE MANDATES

1300 I Street, Suite 950
Sacramento, California 95814
(916) 323-3562

March 31, 1997

Mr.,

Steve Conrad " Mr. Dick Kurth-

SB 90 Coordinator ' ' Deputy Director

County of Santa Clara ~ City of Newport Beach .

County Gov't. Center, E. Wing " 3300 Newport Beach, PO Box 1768
70 W. Hedding, 2™ Floor Newport Beach, CA 92659-1768

San Jose, CA 95110

AND INTERESTED PARTIES (See Attached Mailing List)

RE:

t

»

Investment Reports
- CSM-96-358-02 -
Filed by the County of Santa Clara and the Cxty of Newport Beach
Government Code Section 53646, subdivisions (a), (b), and (e),
- as added by Chapter 783, Statutes of 1995 and amended by Chapters 156 -
‘and 749, Statutes of 1996 - '
Filed on December 23, 1996 Statement of Decision adopted on March 27
1997

The Commission on State Mandates has adopted the attached Statement of Decision on
this undisputed test claim. Therefore, the ﬁrst step in the mandates rexmbursement '
- process has been completed

State law provxdes that reimbursement, xf any, is subject to Commission approval of
parameters and guidelines for reimbursement of the mandated program; approval of a -
statewide cost estimate; a specific legislative appropnatxon for such purpose; a timely-
filed claim for reimbursement; and subsequent review of the claxm by the State
Controller’s Office. .

Because this is an undisputed test claim, I'd like to review the responsibilities of all
parties and the Commission- during the parameters and guidelines phase. Strict
compliance with these timelines is essential for the Commission to approve a statewide-

- . cost estimate within six- months (now-seven months because of the one month delay to
review the federal 1ssue) S

Clalmant’s Submission of Proposed Parameters and Guxdelmes Within 30
days of adoption of a statement of decision on a test claim, the successful claimant

- is responsible for submitting proposed parameters and guidelines. See Government

Code section 17557 and Title 2, California Code of Regulations (CCR) sections
1183.1 et seq for guidance in preparing and filing a-timely submission.




~ March 31, 1997
Page 2

° Rev1ew of Proposed Parameters and Guidelines. Wxthm ten days of receipt of
- completed proposed paraméters and guidelines, the Commission shall send a copy

to the Department of Finance, Office of the State Controller, affected state ,
agencies, and interested parties who are on the mailing list described in-section
1181.2 of the Commission’s regulations. All recipients-shall be given an
opportunity to provide written comments or recommendations to the Commission-
within 30 days of service. The claimant and other interested parties may submit
written rebuttals. (See CCR § 1183.11.)

o Adoption of Parameters and Guidelines. After review_ of the proposed
parameters and guidelines and all comments, Commission staff shall recommend
the adoption of the claimant’s proposed parameters and guidelines or adoption of an
amended, modified, or supplemented version of the claimant’s orlgmal submission.
(See CCR § 1183 12.)

An “undisputed” test claim may be transformed into a “dlsputed” test clalm for -
purposes of adoption of the statewide cost estimate, at any stage in the mandates
‘reimbursement process. If there is.opposition, in whole or in part, by the Staté ..
Department of Finance, the State Controller, any other affected state agency, thé test

* - claimant, the Commission, or interested party, this undxsputed test claun may become
a disputed test claim. (See CCR § 1181.1 (q).) ’ . :

Please note that the statement of decision for Investment Reports, CSM- 96—358 02,.was
adopted on March 27, 1997. Pursuant to Government Code 17557 and Title 2, CCR
sections 1183.1 et seq, the County of Santa Clara and City of Newport Beach, as joint
claimants, are respons1ble for submitting proposed parameters and guldelmes by Aprll
29, 1997, : :

If you have any questions or concems, please contact me, or Steve Zimmerma_n, the
program analyst assigned to this mandate.

- Singerely,

Executive Director -

Attachments: State_:fnent of Decision
Mailing List
f:\mandates\sfz\9635802\s0dtr. doc




O B I O R W

the City of Newport Beach, Claimants.

BEFORE THE
COMMISSION ON STATE MANDATES
. STATE OF CALIFORNIA

T est Claim on:

Investment Reports No. CSM-96-358-02

Government Code Section 53646, subdivisions
(a), (b) and (e) as added by Chapter 783, ' Investrfient Reports
Statutes of 1995; as amended by Chapters 156 | - '
and 749, Statutes of 1996;

By the County of Santa Clara and

STATEMENT OF DECISION S

The attached Statement of Decision of the Commission on State Mandates is hereby

adopted in the above entitled matter.

This Decision shall become effective on March 27, 1997.

WW

PAULA HIGASHI, E;é/cunve Diréector
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~ BEFORE THE
COMMISSION ON STATE MANDATES

STATE OF CALIFORNIA

IN RE TEST CLAIM ON: " NO. CSM - 96-358-02

Government Code Section 53646, subdivisions Investment Reports

(a), (b) and (e) as added by Chapter 783, 'PROPO ED ST :
. Statutes of 1995; as amended by Chapters 156 DBCISI?)N PUISS{II%AA:I]?I‘N";FOOF
1and 749, Statutes of 1996; GOVERNMENT CODE SECTION
: - ; _ . _ 17500 ET SEQ.; TITLE 2,

Filed on December 23, 1996; .CALIFORNIA CQDE OF

By the County of Santa Clara and ' EATTRTIONS | Do 2,

the City of Newport Beach, Claimants. i - ‘

PROPOSED STATEMENT OF DECISION

Issue: Do the provisions of Government Code section 53646, subdivisions (a), (b) and (e), as
added by Chapter 783, Statutes of 1995, and amended by Chapters 156'and 749, Statutes of
1996, impose a new program or a higher level of service in an existing program upon local '
agencies within the meaning of section 6, article XIIIB of the California Constitution and
~Government Code section 17514 by réquiring specxﬁed quarterly reports of mvestments and
an annual statement of investment policy? ,

' This test claim was heard by the Commission on State Mandates (Commission) on February 27,
1997, and on March 27, 1997 in Sacramento, California, dunng two regularly scheduled
hearings. :

- On February 27, 1997 Allan Burdick appeared on behalf of the County of Santa Clara and Glen
'Everroad appeared on behalf of the City of Newport Beach. -

On March 27, 1997, Allan Burdick appeared on behalf of the County of Santa Clara, Glen
Everroad appeared on behalf of the City of Newport Beach, a.nd Jim Apps represented the .
- Department of Finance. '

The record on the test claim included (1) a letter from the Department of Fmance statmg that the
test claim legislation may have resulted in a reimbursable state mandated program concerning the
preparation of quarterly investment reports and the rendering of an annual statement of investment




policy; (2) A-letter from the State Treasurer’s Ofﬁce concurred with the claimants that the new
legislation referenced in the test claim does result in additional workload for local agencies.

At both hearings, evidence both oral and documentary was introduced, the test claim was
submitted, and the vote was taken.

The law applicable to the Commission’s determination of a reimbursable state mandated progratn
is Governmerit Code section 17500 and followmg, and section 6, article XIIIB of the Caltforma
Constitution and related case law.

BACKGROUND AND FINDINGS OF FACT
The claimants allege that the provisions of Government Code section 53646, subdivisions (a), (b),
. and (e), as added Chapter 783, Statutes of 1995, and amended by Chapters 156 and 749, Statutes
* of 1996, impose a new program or higher level of service within-the meaning of section 6, article

XIIB of the California Constitution and section 175 14 of the Government Code by requiring
specified quarterly reports of investments and an annual statement of investment policy. -

Former Government Code section 53646, as amended by Chapter 59/93, read:

“Thé treasurer shall may render to the depositary and to the auditor, controller secretary, or’
corresponding officer of the local agency a statement showing the amount of accrued interest
for each deposrtary for the precedmg quarter if so required by the Ieglslauve body aof the lacal
agency.”

(Addition made by Chapter 59/93 is in italics, deletion in saa-leeebfeugh )

The test claim legislation, Chapter 783, Statutes of 1995, repealed the 1993 version of Government
code section 53646 and replaced it with the followmg (mcludmg the amendments made by
" Chapters 156 and 749, Statutes of 1996):

“(a) F(1) In the case of county government, the treasurer or-chief-fiscal-offcer shall annually

render to the legislative-body-of-the-lecal-ageney-board of supervisors and any oversight

committee a statement of investinent policy, which the legislative-bedy-of-the-local-agency
board shall eensidesreview and. approve at a public meeting. Any ehdnges change in the

policy shall also be eensidered-reviewed and approved by the legrs-la&ve—bedy—ef—ebe-leea&
ageney board at a public meeting.

“(2) In the case of any other local agency, the treasurer or chtef ﬁscal, ajﬁcer of the local

agency shall annually render to the legislative body of that local agency and any oversight

- committee of that local agency a statement of investment policy, which the legislative body of

-.the-local agency shall consider at a public meeting. Any change in the policy shall aLro be
considered by the legislative body of the local agency at a public meeting.

“(b) (1) The treasurer or chief fiscal officer shall render a quarterly report to the chief
~ “executive officer, the internal auditor, and the legislative body of the local agency. The -
quarterly report shall be so submitted within 30 days following the end of the quarter covered
by the report. Except as provided in subdivision (e), this report.shall include the type of
__investment, issuer, date of maturity par and dollar amount invested on all securities,

- ~ investments and moneys held by the local agency, and shall additionally include a description
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of any of the local agency’s funds, investments, or programs, that are under the management of
contracted parties, including lending programs. With respect to all securities held by the local
agency, and under management of any outside part that is not also a local agency or the State
of California Local Agency Investment Fund, the report shall also include a current market
value as of the date of the report, and shall include the source of this same valuation.

“(2) The quarterlly report shall state compliance of the portfolio to the statement of investment
policy, or manner in which the portfolio is not in compliance..

“(3) The quarterly report shall include a statement denoting the ability of the local agency to
meet its pool’s expenditure requirements for the next six months, or provide an explanation as
to why sufficient money shall, or may, not be available.

“(4) In the quarterly report, a subsidiary ledger of investments may be used in accordance w1th _

accepted accounting practices.

“(c) Pursuant to subdivision (b), the treasurer of chief fiscal officer shall report whatever
additional information or data may be required by the legislative body of the local agency.
[Subdivision (c) was not part of this test claim.]

“(d) The legislative body of a local agency may elect to require the report specxﬁed in
subdivision (b) to be made on a monthly basis instead of quarterly [Subdivision (d) was not
part of this test claim.] : .

“(e) Ia For local agency has-investments that have been placed &H—ef—r&mes&mea&n in the
Local Agency Investment Fund, created by Section 16429.1, ex-in Federal Depdsit Insurance
Corporation-insured accounts in a bank or savings and loan association, in a county mvestment :
pool, or any combination of these, the treasurer or chief fiscal officer may supply to the
governing body, chief executive officer, and the auditor of the local agency the most recent
statement or statements received by the local agency from these institutions in lieu of the -
information reqmred by paragraph (1) of subdivision (b) regarding investments in these
institutions.”

(Additions made b& Chapfers 156/96 and 749/96 in italics, deletions in strikethrough.)
THE COMMISSION FINDS THA'I‘

Subdivision (a) of Government Code section 53646 prov1des that the local agency treasurer or

chief fiscal officer, as applicable, “. shall annually render ...", to the local leglslatwe body and

any investment oversight commrttee . a statement of” mvestment policy ...".. In the case of
counties, the investment policy is to. be “reviewed and approved” at a pubhc meetmg, while for

- other local agencies the investment policy is to be “considered” at a public meeting. Changes to
- the investment policy are required to undergo the same process. No such requirement for an

_ ‘annual investment policy or for its review and approval (or consideration) existed in immediate

prior law — the Chapter 59, Statutes of 1993, version of section 53646, The requlrernents of

_ subdivision (a), therefore, constitute a new program or higher level of serv1ce in an existing
program. :

~ Subdivision (b) of section 53646 requires the treasurer of chief fiscal officer “... to render a
___quarterly investment report having specified content to the chief execunve ofﬁcer the internal
N audltor, and the legislative body of the local agency ..

.




Subdivision (e) of section 53646 provides that the quarterly report requir:d by subdivision (b) may

_ be presented in somewhat abbreviated fashion for those investment which have been placed in the
Local Agency Investment Fund, in Federal Deposit Insurance Corporation-insured accounts in a
bank or savings and loan association, in a county investment pool, or any combination of those
forms of investment. The reports under subdivision (¢), while abbreviated, still are reqﬁired.
Under the immediate prior law, the Chapter 59, Statutes of 1593, version of section 53646, '
quarterly investment reporting was discretionary; therefore, the requirements of subdivisions (b)
and (e) of section 53646 constitute a new program or higher level of service in an existing
program. ‘ - '

Subdivisions (c) and (d) of Government Code section 53646 are .nat part of this test claim.

Government Code section 53646 offers local agencies two levels of detail in making the required

. quarterly reports. Subdivision () provides for a simpler reporting method for those local agency

¢ investments which have been placed in the Local Agency Investmiént Fund or in Federal Deposit
Insurance Corporation-insured accounts in a bank or savings and loan association, in a county.
investment pool, or any combination of those investment vehicles. The more complex reporting
requirements found in subdivision (b) apply to local agencies which cannot place all of their
_investments in the Local Agency Investment Fund or in the other accounts specified in subdivision
(e). Local agencies which are able to use the investment methods listed in subdivision (e) '
exclusively should therefore be expected to have lower costs of compliance with the reporting
requirements of section 53646 than those agencies which must invest some or all of their suiplus
funds in other financial institutions or instruments. The Government Code imposes timits on local..
government bank deposits', and the State Treasurer has the statutory authority to limit local agency .
deposits inthe Local Agency Investment Fund®; so it is recognized that the number. of local "
agencies eligible to report exclusively under subdivision (e) will be limited.

There are no federal requirements which are comparable to the state requirements found in
Government Code section 536_46, subdivisions (a), (b), and ().

Finally, the term “local agency” as it applies to section 53646 is not the same as that term is used
in Government Code section 17518 pertaining to the Commission on State Mandates®. For
purposes of section 53646, Government Code séction 53630, subdivision (a), defines “local
agency” to mean “ ... county, city, city and county, including a chartered city or county, a
community college district, or other public agency or corporation in this state.” The “local

I Government Code section 53638 lumts local agency deposits in banks, savings and loans and credit unions so as not to
- - exceed shareholders’ equity, net worth or unimpaired capital and surplus (as applicable), with specified exceptions

-...._.Claimants also cited limitations on deposits statewide as found in Financial Code section 856; that section, however, was

repealed by Chapter 1063, Statutes of 1996. . : o :

2 Government Code section 16429.1 creates thé Local Agency Investment Fund in the State Tréasury for the deposit of
focal agency funds. Section 16429.1 also provides that deposits into that Fund may be limited by the State Treasurer if
«... the deposit would adversely affect the state’s portfolio.” Further, the Local Agency Investment Board (created by.
section 16429.2 of the Government Code) may determine whether quasi-governmental agencies may participate in the
Fund. ) : . ' : ’

3 Government Code section 17518 includes “any city, county, special district, authority, or other political subdivision of
__the state” as a “local agency. Section 17519 includes school districts, community college districts and county

~ superintendents of schools as “school districts,” not as “local agencies”. '




agency” definition as found in section 53630, subdivision (a), is to be used for purposes of this test
claim, :

CONCLUSION

Based on the foregoing findifigs, the Commission approves the test claun and determines
that: .

The prov1510ns of Government Code section 53646, subdivisions (a), (b) and (e), as added by
Chapter 783, Statutes of 1995, and amended by Chapters 156 and 749, Statutes of 1996,
impose a new program or a higher level of service in an existing program upon specified
local agencies within the meaning of section 6, article XIIIB of the California Constitution
and Government Code section 17514 by requmng those agencies to perform the following
activities:

o. To render an annual statement of investment pohcy pursuant to Govemment Code section
536486, subdmsmn ().

s To render quarterly reports of mvestments, as spec1fied pu:suant fo Govemment Code section -
53646, subdivisions (b) and (e).

- f:\mandates\sfz\9635802\s0d-2.doc
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COMMISSION ON STATE MANDATES
STATE OF CALIFORNIA

IN RE TEST CLAIM ON:

Government Code Section 53646,
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amended by Chapter 783, Statutes of 1995; Investment Reports
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Filed by The County of Santa Clara and 17557 and Title 2. CCR. Sect]
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1183.12.

PARAMETERS AND GUIDELINES

The attached Parameters and Guidelines are hereby adopted by the Cormmission on State
Mandates on November 20, 1997,

Date: November 21, 1997 %w&uﬂcwaﬁu

PAULA HIGASHY
Executive Director
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Staff: Commission Staff
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Parameters and Guidelines

- Government Code Section 53646, Subdivisions (a), (b), and (e)
' Chapter 783, Statutes of 1995
Chapter-156, Statutes of 1996
Chapter 749, Statutes of 1996

Investment Reports

I.  Summary of the Source of the Mandates

Chapter 783, Statutes of 1995, repealed the 1993 version of Government Code section 53646,
and replaced it with a new section. Chapter 156, Statutes of 1996, an urgency bill, and
Chapter 749, Statutes of 1996, amended subdivisions (a) and (e) of section 53646.
Government Code section 53646 requires the treasurer or chief fiscal officer to render an
annual statement of investment policy and a quarterly report of investments, containing
specified information to the legislative body and oversight committee, as specified.

[l. Commission on State Mandates Decision

On March 27, 1997, the Commission on State Mandates determined that the provisions
of Government Code section 53646, subdivisions (a), (b) and (e), as added by Chapter
783, Statutes of 1995, and amended by Chapters 156 and 749, Statutes of 1996, impose a
new program or a higher level of service in an existing program upon specified local
agencies and school districts within the meaning of section 6, article XIIB of the
California Constitution and section 17514 of the Government Code by requiring those

. agencies to perform the following activities:

e To render an annual statement of investment policy pursuant to Government Code
section 53646, subdivision (a). :

e To render quarterly reports of investments, as specified, pursuant to Government Code
section 53646, subdivisions (b) and (e).

[ll. Eligible Claimants

The eligible claimants are any county, city, city and county or other public agency or politiéal e

subdivision of the state, including school dlStI‘lCtS as defined in Government Code section
17519. ,

IV. Period of Reimbursement

Government Code section 17557 states that a test claim must be submitted on or before
December 31st following a given fiscal year to establish eligibility for that fiscal year. The




County of Santa Clara and the City of Newport Beach filed the test claim for this state
mandated program on December 23, 1996, establishing eligibility for fiscal year 1995-96.
However, the test claim statutes were not in effect on July 1, 1995. Therefore, relmbursement
claims may be filed for costs incurred, as follows:

Costs incurred pursuant to Chapter 783, Statutes of 1995, are reimbursable on or after J anuary
1, 1996.

Costs incurred pursuant to Chapter 156, Statutes of 1996, an urgency statute, are reimbursable
on or after July 12, 1996.

Costs incurred pursuant to Chapter 749, Statutes of 1996, are reimbursable on or after January
1, 1997.

Actual costs for one fiscal year shall be included in each claim. Estimated costs for the
subsequent year may be included on the same claim, if applicable. Pursuant to section 17561,
subdivision (d)(1) of the Government Code, all claims for reimbursement of costs shall be
submitted within 120 days from the date on which the State Controller issues claiming
instructions. '

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
A. 'Scope of Mandate

Eligible claimants shall be reimbursed for the costs incurred to render an annual statement
of investment policy and quarterly investment reports, as specified in Section V.B.
Reimbursable Activities.

B. Reimbursable Activities
For each eligible claimant, the direct and indirect costs of labor, supplies, and services
incurred for the following mandate components are reimbursable, as follows:
1. Statement of Investment Policy
Prepare and submit the annual statement of investment policy’, and changes to:

a. The legislative body and any oversight committee for consideration at a public
meeting, effective January 1, 1996.2

b. The county board of supervisors and any oversight committee for review and
approval at a public meeting, effective January 1, 1997.

'In counties with Treasury Oversight Committees, costs to prepare annual statements of investment policy are
allowable administrative costs, payable from proceeds of the investments as provided in Government Code section
27135.

2For the period from January 1, 1996, through December 31, 1996, counties are eligible for reimbursement for the
costs incurred to carry out this activity.




2. Quarterly Report of Investments

a. Implementation Costs

Develop or modify existing policies and procedures for accumulating and
compiling data to prepare the quarterly report of investments, as required in
section 53646, subdivisions (b)(1), (2), (3) and/or (e).

b. Ongoing Costs

(1) Accumulate and compile data necessary to prepare the quarterly reports of
investments, as required in Government Code section 53646, subdivision
®)(), (2), and (3) and/or (e).

2) Render a quarterly report of investments to the chief executive officer, the
internal auditor, and the legislative body of the local agency or school
district, as required in Government Code section 53646, subdivision (b)(1).2

VI. Claim Preparation

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

Claim detail should include the following:

A. Salaries and Benefits

Claimed reimbursement for employee costs should be supported by name, position,
productive hourly rate, hours worked, fringe benefits amount, and a brief description
of assigned unit and function relative to the mandate.

The source documents required to be maintained by the claimant may include, but are
not limited to, employee time cards and/or cost allocation reports.

B. Services and Supplies

The-claimant should identify all direct costs for materials, services and supplies which
have been purchased, leased, consumed or expended for purposes of compliance with
the mandate.

Source documents required to be maintained by the claimant may include, but are not

limited to, invoices, lease documentation and other documents evidencing the validity - -

of the expenditure.

* Chapter 156, Statutes of 1996, an urgency statute, amended subdivision (e), effective July 12, 1996. The
amendment permitted the use of a statement, in lieu of the report, for any investment in an insured account. This
resulted in two reimbursement beginning dates: from January 1, 1996 if the agency placed all of its investment in
insured accounts; from July 12, 1996, if less than all of an agency’s investments were placed in insured accounts. -




C. Contract Services

List costs incurred for contract services and/or legal counsel for the development and
operation of the mandated program. Contracting costs are reimbursable to the extent
that the function performed requires special skills or knowledge that is not readily
available from claimant’s staff. Use of contract services must be justified by the
claimant.

D. Training

Include the costs of training of personnel. Specialized training must be justified by
the claimant.

E. Fixed Assets

List the cost of fixed assets that have been acquired specifically for the purposes of
this mandate. If a fixed asset is acquired for the investment reports program but is
utilized in some way not directly related to the program, only the pro-rata portion of
the asset which is used for purposes of the mandated program is reimbursable.

The source documents to be maintained by the claimant may include, but are not
limited to, contracts, charges, invoices and statements.

F. Allowable Overhead Costs

Government Code section 17564, subdivision (b), provides that claims for indirect
costs shall be filed in the manner prescribed by the State Controller’s Office.

VIl. Supporting Data

For auditing purposes, all costs claimed shall be traceable to source documents (e.g., employee
time records, invoices, receipts, purchase orders, contracts, worksheets, calendars,
declarations, etc.) that show evidence of the validity of such costs and their relationship to the
mandate. All documentation in support of claimed costs shall be made available to the State
Controller or his/her agent, as may be requested, and all reimbursement claims are subject to
audit during the period specified in Government Code section 17558.5, subdivision (a).

VIIl. Offsetting Savings and Other Reimbursement

Any offsetting savings that the claimant experiences as a direct result of this statute must be
deducted from the costs claimed. Additionally, reimbursement for this mandate received from
any source (e.g., service fees collected, federal funds, other state funds, etc.) shall be
identified and deducted from this claim.

IX. Required Certification

An authorized representative of the claimant will be required to provide a certification of the
claim, as specified in the State Controller's claiming instructions, for those costs mandated by
. the state contained therein. '
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INVESTMENT REPORTS

1. Summary of Chapters 783/95, 156/96, and 749/96

2. Eli

3. Ap

Govemment Code § 53646, subdivisions (a), (b), and (e), as added and amended by
Chapter 783, Statutes of 1995, Chapters 156 and 749, Statutes of 1996, requires the
treasurer or chief fiscal officer to render an annual statement of investment policy and-a
quarterly report of investments, containing specified information to the legislative body and
oversight committee, as specified.

On March 27, 1997, the Commission on State Mandates determined that Chapter 783,
Statutes of 1995, Chapters 156 and 749, Statutes of 1996 resulted in state mandated costs
that are reimbursable pursuant to Part 7 (commencing with Govemment Code § 17500) of
Division 4 of Title 2.

gible Claimants

Any city, county, city and county, or /special district incurring increased costs as a result of
this mandate is eligible to claim reimbursement of these costs.

propriations

These claiming instructions are issued following the adoption of the program's parameters
and guidelines by the Commission on State Mandates. Funding for payment of initial
claims covering fiscal period January 1, 1996 through June 30, 1996, and fiscal years
1996-97 and 1997-98, may be made available in a future appropriations act subject to the
approval of the Legislature and the Govemor.

To determine if this program is funded in subsequent fiscal years, refer to the schedule,
"Appropriations for State Mandated Cost Programs," in the "Annual Claiming Instructions
for State Mandated Costs" issued in September of each year to city fiscal officers, county
auditors, and special district administrators.

4, Types of Claims

A. Reimbursement and Estimated Claims

A claimant may file a reimbursement and/or an estimated claim. A reimbursement
claim details the cost actually incurred for a prior fiscal year. An estimated claim
shows the cost to be incurred for the current fiscal year.

B. Minimum Claim

Govemment Code § 17564(a), provides that no claim shall be filed pursuantto . .. .. . ..

Govemment Code § 17561 unless such a claim exceeds $200 per program per fiscal
year. S L

5.  Filing Deadline

A. Initial Claims

Initial claims must be filed within 120 days from the issuance date of claiming
instructions. Accordingly:

(1) Reimbursement claims detailing the actual cost incurred for the period 1/1/96to”
6/30/96 and the 1996/97 fiscal year must be filed with the State Controller's Office

S New 1/98

and postmarked by May 20, 1998, If the reimbursement claim is filed after the

. deadline of May 20, 1998, the approved claim must be reduced by a late penalty of -

Chapters 783/95, 156/96, and 749/96, Page 1 of §
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10%, not to exceed $1,000. Claims filed more than one year after the deadline will
not be accepted.

(2) Estimated claims for cost to be incurred during the 1997/98 fiscal year must be
filed with the State Controller's Office and postmarked by May 20, 1998, Timely
filed estimated claims are paid before late claims. If a payment is received for
the estimated claim, a 1997/98 reimbursement claim must be filed by
November 30, 1998.

B. Annually Thereafter

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

(1) An estimated claim filed with the State Controller's Office must be postmarked by
November 30 of the fiscal year in which the cost will be incurred. Timely filed
estimated claims will be paid before late claims.

After having received payment for an estimated claim, the claimant must file a
reimbursement claim by November 30 of the following fiscal year. If the local
agency fails to file a reimbursement claim, monies received for the estimated
claim must be retumed to the State. If no estimated claim was filed, the agency

- may file a reimbursement claim detailing the actual cost incurred for the fiscal
year, provided there was an appropriation for the program for that fiscal year.
For information regarding appropriations for reimbursement claims, refer to the
schedule, "Appropriation for State Mandated Cost Programs,” in the previous
fiscal year's annual claiming instructions. .

(2) A reimbursement claim detailing the actual cost must be filed with the State
Controller's Office and postmarked by November 30 following the fiscal year in which
the cost will be incurred. If the claim is filed after the deadline but by November 30
of the succeeding fiscal year, the approved claim must be reduced by a late penalty
of 10%, not to exceed $1,000. Claims filed more than one year after the deadline will
not be accepted.

6. Reimbursable Components

For each eligible claimant, the direct and indirect cost of labor, supplies, and services
incurred for the following mandated components are reimbursable:

A. Statement of Investment Policy

Prepare and submit the annual statement of investment policy and changes to:

(1) The legislative body and any oversight committee for consideration at a public
meeting, effective January.1, 1996. :

(2) The county board of supervisors and any oversight corhmittee for review and
approval at a public meeting, effective January 1, 1997.

B. Quarterly Report of Investments

(1) Implementation Costs

Develop or modify existing policies and procedures for abcumulating and.
compiling data to prepare the quarterly report of investments, as required in
Govemment,,que § 53646, subdivisions (b)(1), (2_).' (3),*_,anﬁd/or, (e).

__......Chapters 783/95, 156/96, and 749/96, Page 2 of 5 , - R -~ New1/98
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(2) Ongoing Costs '

(a) Accumulate and compile data necessary to prepare the quarterly reports of
investments, as required in Govemment Code § 53646, subdivision (b)(1),
(2), (3), and/or (e).

(b) Render a quarterly report of investments to the chief executive officer, the
intemal auditor, and the legislative body of the local agency as required in
Government Code § 53646, subdivision (b)(1).

7. Reimbursement Limitations
A. Reimbursement claims may be filed for costs incurred, as follows:

(1) Pursuant to Chapter 783, Statutes of 1995, costs are reimbursable on or after
January 1, 1996. See 6.A.(1) above.

(2) Pursuant to Chapter 156, Statutes of 1996, costs are reimbursable on or after
July 12, 1996. See 6.B.(2)(b) above. Permit the use of a statement, in lieu of the
report, for any investment in an insured account.

(3) Pursuant to Chapter 749, Statutes of 1996, costs are reimbursable on or after
January 1, 1997. See 6.A.(2) above.

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

8. Claiming Forms and Instructions

The diagram "lflustration of Claim Forms" provides a graphical presentation of forms
required to be filed with a claim. A claimant may submit a computer generated report in
substitution for forms INR-1 and INR-2 provided the format of the report and data fields
contained within the report are identical to the claim forms included in these instructions.
The claim forms provided with these instructions should be duplicated and used by the
claimant to file estimated or reimbursement claims. The State Controller's Office will
revise the manual and claim forms as necessary. In such instances, new replacement
forms will be mailed to claimants.

A. Form INR-2, Component/Activity Cost Detail

This form is used to segregate the detailed costs by claim component. A separate
form INR-2 must be completed for each cost component being claimed. Costs
reported on this form must be supported as follows:

1

(1) Salaries and Benefits

Identify the employee(s), and/or show the classification of the employee(s)
involved. Describe the mandated functions performed by each employee and
specify the actual time spent, the productive hourly rate, and related fringe
benefits.- ) , S

Source documents required to be maintained by the claimant may include, but
are not limited to, employee time records that show the employee's actual time
spent on this mandate.

(2) Office Supplies

Only expenditures that can be identified as a direct cost of this mandate may be
claimed. List the cost of materials consumed or expended specifically for the
purpose of this mandate. e

Newt/98 — " Chapters 783/95, 156/96, and 749/95, Page 3 of 5.
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Source documents required to be maintained by the claimant may inélude. but
are not limited to, invoices, receipts, purchase orders, and other documents
evidencing the validity of the expenditures. | .

(38) Contracted Services

Contracting costs are reimbursable to the extent that the function to be performed
requires special skill or knowledge that is not readily available from the claimant's
staff or the service to be provided by the contractor is cost effective.

Give the name(s) of the contractor(s) who performed the services, Describe the
activities performed by each named contractor, actual time spent on this
mandate, inclusive dates when services were performed, and itemize all costs for
services performed. Attach consultant invoices with the claim.

Source documents required to be maintained by the claimant may inciude, but
are not limited to, contracts, invoices, and other documents evidencing the
validity of the expenditures.

(4) Fixed Assets

Compensation for fixed asset costs are reimbursable utilizing the procedure
provided in the Office and Management Budget Circular A-87 (OMB A-87).
Example: Compensation for the use of equipment. The claimant may be
compensated for the equipment use through a use allowance or depreciation. A
use allowance may be computed at an annual rate not to exceed 6 2/3% of
acquisition cost, This is reported and claimed through the agency's service-wide
cost allocation plan under the cost element "Use Allowance". Charges for use
allowance or depreciation must be supported by adequate property records. In
the absence of clear evidence indicating that the expected consumption of the
asset will be significantly greater in the early portion than in the later portions of
its useful life, the straight line method of depreciation shall be used. However,
the method of computing depreciation must be consistently applied for any
specific class of assets for all affected programs.

List the cost of fixed assets acquired specifically for the purpose of this mandate.
If a fixed asset is acquired for the subject state mandate, but is utilized in some
way not directly related to the program, only the pro-rated portion of the asset
which is used for purposes of the program is reimbursable,

Source documents required to be maintained by the claimant may include, but
are not limited to, invoices, receipts, purchase orders and other documents
evidencing the validity of the purchases.

(5) Training

Only the cost for a reasonabie number of employees attending the training is
reimbursable, Special training must be justified in writing by the claimant. Give
the class title, dates, location, and name(s) of the employee(s) attending training
- - classes assaciated with the mandate. Reimbursable costs may include salaries
~~and benefits for time spent, the registration fee, transportation, lodging, and per

diem. Reimbursement for travel expenses, lodging, and per diem will be
reimbursed in accordance with the travel rules of the local jurisdiction.

For audit purposes, all supporting documents must be retained for a period of two
years after the end of the calendar year in which the reimbursement claim was filed or
last amended, whichever is later. When no funds are appropriated for the initial claim
at the time the claim was filed, supporting documents must be retained for two years
from the date of initial payment of the claim. Such documents shall be made

~.available to the State Controller's Office on request. S R

. Chapters 783/95, 1_56/96, and 749/96, Page 4 of 5 7 New 1/98 -
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B. Form INR-1, Claim Summary

This form is used to summarize direct cost by cost component and compute allowable
indirect cost for the mandate. Direct costs summarized on this form are derived from
form INR-2 and carried forward to form FAM-27. The claimant must give the number
of investment reports prepared during the fiscal year of the claim.

Indirect costs may be computed as 10% of direct labor costs, excluding fringe
benefits. If an indirect cost rate greater than 10% is used, include the Indirect Cost
Rate Proposal (ICRP) with the claim. If more than one department is involved in the
mandated program, each department must have its own ICRP.

C. Form FAM-27, Claim for Payment
This form contains a certification that must be signed by an authorized representative
of the local agency. All applicable information from form INR-1 must be carmied
forward to this form for the State Controller's Office to process the claim for payment.
lllustration of Claim Forms
Form INR-2
Compcnent/ Form INR-2 Component/Activity Cost Detail
Activity Complete a separate form INR-2 for each cost
Cost Detail : component for which costs ara claimed,
¢ 1. Statement of Investment Policy
Form INR-1 .
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State Controller's Office

™

CLAIM FOR PAYMENT (19) Progra
Pursuant to Government Code Section 17561 (20) Date File / /
INVESTMENT REPORTS (21) LRS Input / /
(01) Claimant Identification Number Y Relmbursement Claim Data
Q (02) Mailing Address (22) INR-1, (03)
£ | Claimant Name (23) INR-1, (04)(1)()
H |Countyof Location (24) INR-1, (04)(2)(f)
E
g Street Address ar P. O.. Box (25) INR-1, (06)
City State Zip Code J (298)
\_ ‘
Type of Claim Estimated Claim Reimbursement Claim |(27)
(03) Estimated D (09) Relmbursement D (28)
(04) Combined D (10) Combined D (29)
(05) Amended [ ]1(11) Amended =)
Fiscal Year of (086) (12) (3N
Cost 19__/9__ 19 /M9
Total Claimed (7) (13) 32)
Less: 10% Late Penalty, but not to (14) (33)
exceed $1000
Less: Estimated Claim Payment (19) (34)
[Net Claimed Amount (16) (35)
Due from State (36)
Due to State 37

In accordance with the provisions of Government Code 17561, | certify that | am the person authorized by the local agency to file
claims with the State of California for costs mandated by Chapter 783, Statutes of 1995, Chapters 156 and 749, Statutes of 1996; and
certify under penalty of perjury that | have not violated any of the provis