
SixTen and Associates 
Mandate Reimbursement Services 

San Diego 
5252 Balboa Avenue, Suite 900 
San Diego, CA 92117 
Telephone: (858) 514-8605 
Fax: (858) 514-8645 
www.slxtenandassoclates.com 

November 26, 2014 

KEITH B. PETERSEN, President 

Heather Halsey, Executive Director 
Commission on State Mandates 
980 Ninth Street, Suite 300 
Sacramento, CA 95814 

Dear Ms. Halsey: 

RE: CSM 09-4425-1-17 and CSM 10-4425-1-18 
Sierra Joint Community College District 
Collective Bargaining 
Fiscal Years 2002-03, 2003-04, 2004-05, and 2005-06 
Original and Revised Incorrect Reduction Claims 

Sacramento 
P.O. Box 340430 

Sacramento, CA 95834-0430 
Telephone: (916) 419-7093 

Fax: (916) 263-9701 
E-Mail: kbpslxten@aol.com 

I have received the Commission Draft Proposed Decision (DPD) dated November 14, 
2014, for the above-referenced incorrect reduction claim, to which I respond on behalf 
of the District. 

PART A. STATUTE OF LIMITATIONS APPLICABLE TO AUDITS OF ANNUAL 
REIMBURSEMENT CLAIMS 

Claim Action Dates 

January 15, 2004 
January 10, 2005 
January 17, 2006 
October 30, 2006 
December 21, 2006 
April 3, 2007 
April 17, 2007 
April 17, 2009 
August 25, 2010 

FY 2002-03 annual claim filed by the District 
FY 2003-04 annual claim filed by the District 
FY 2004-05 annual claim filed by the District 
First payment on FY 2002-03 
FY 2005-06 annual claim filed by the District 
Audit entrance conference letter date 
Audit entrance conference conducted 
Original final audit report issued 
Revised audit report issued 

RECEIVED

Commission on
State Mandates

November 26, 2014
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1. Audit Initiation 

The District asserted that the three-year statute of limitations to commence an audit for 
the FY 2002-03 annual claim expired before the audit commenced. The FY 2002-03 
annual claim was filed by the District on January 15, 2004, and is subject to the 2002 
version of Government Code Section 17558.5,1 which states that a claim is subject to 
the initiation of an audit no later than three years after the date the claim is filed, or if no 
funds are appropriated or no payment is made to a claimant, the time for the Controller 
to initiate an audit shall commence to run from the date of initial payment of the claim. 
The record indicates that the first payment was made on October 30, 2006, thus 
starting the three-year clock from that date to commence the audit. The audit was 
commenced before October 30, 2009, therefore there is no further dispute on this 
issue. 

2. Audit Completion 

A. Original Audit 

It is uncontested here that an audit is complete only when the final audit report is 
issued. The District asserts that the annual reimbursement claims for FY 2003-04, FY 
2004-05, and FY 2005-06, that are subject to the 2004 version of Section 17558.52

, 

1 Statutes of 2002, Chapter 1128, Section 14.5, operative January 1, 2003, 
amended Section 17558.5 to state: 

"(a) A reimbursement claim for actual costs filed by a local agency or school 
district pursuant to this chapter is subject to the initiation of an audit by the 
Controller no later than three years after the end of tl1e ealendar ~ear in vvhieh 
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 ffl8:de filed, the 
time for the Controller to initiate an audit shall commence to run from the date of 
initial payment of the claim." 

2 Statutes of 2004, Chapter 890, Section 18, operative January 1, 2005 
amended Section 17558.5 to state: 

"(a) A reimbursement claim for actual costs filed by a local agency or 
school district pursuant to this chapter is subject to the initiation of an 
audit by the 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 
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which adds the requirement that an audit must be completed within two years of its 
commencement, were not timely completed The Commission concludes (DPD, 17) 
that original audit report dated April 17, 2009, was issued exactly two years after the 
entrance conference conducted on April 17, 2007, as measured by Code of Civil 
Procedure, section 12. However, the audit commenced on April 3, 2007, or perhaps a 
few days earlier for the initial phone contact, based on the date of the entrance 
conference letter (Attachment A). 

The Commission has not determined as a matter of law whether the date of the first 
telephone contact to the district, entrance conference letter, or entrance conference 
date commences the audit and thus the two-year clock to complete the audit. The 
Controller considers the audit commencement date to be the date of first contact made 
by Controller to the claimant. Jim Spano, Bureau Chief, Mandated Cost Audit Bureau, 
State Controller's Office, in an e-mail (see Attachment B) dated November 22, 2011, to 
Nancy Patton, Assistant Executive Director of the Commission at that time, stated the 
following: 

At the same meeting, Commission staff asked what we believe constitutes the 
initiation of an audit pursuant to Government Code section 17558.5. We consider 
the event that initiates an audit pursuant to Government Code section 17558.5 to 
be the date of the initial contact by the sea to the auditee (generally a telephone 
contact) to inform them and put them on notice of the SCO's intention to perform 
the audit. In addition, we consider this same date as the event that commences 
the two-year period to complete an audit pursuant to Government Code section 
17558.5. (Emphasis added). 

The Controller's April 3, 2007, entrance conference letter indicates that the first contact 
with the district was at least as early as that date. The original final audit report is dated 
April 17, 2009, which is more than two years after the first contact date, thus past the 
statute of limitations to complete the audit. 

B. Revised Audit 

The Commission (DPD, 17) concludes that the revised audit report was not timely 
completed, to which the District concurs. The District also agrees that the Commission 
can take official notice of the revised audit findings. 

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." 
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PART B. DISALLOWANCE OF STAFF TIME 

The audit reports eliminated $14,489 in direct costs and $4,938 in related indirect costs 
as unallowable salary and benefit costs for three reasons: (1) inaccurate productive 
hourly rates; (2) unsupported hours; and, (3) ineligible costs. The $4,468 disallowance 
in unsupported costs for FY 2002-03 is not disputed. The $3,077 disallowance in 
ineligible costs for FY 2002-03 is not disputed. The Commission reinstated (DPD, 18) 
the remaining disallowance of $6,944, so there are no further issues in dispute. 

PARTC. APPLICATION OF AN INDIRECT COST RATE 

The audit reports determined that the District understated indirect costs because the 
District did not obtain federal approval for the indirect cost rate used for FY 2002-03 
and FY 2003-04, and did not correctly compute the FAM-29 C indirect cost rate for FY 
2004-05 and FY 2005-06. The understated amount in the original audit report finding 
was $94,818. The revised audit report increases the understated amount by $8,214 to 
$103,032. The District still disputes the audit findings for FY 2002-03 and FY 2003-04 
because neither capital costs nor depreciation expenses are allowed by Controller 
policy. However, the Commission makes no finding on this issue because it asserts its 
jurisdiction is limited to reductions and not audit amounts that increase the claim, which 
is a separate issue, which follows. 

PART D. LIMITATION OF ALLOWED AUDITED COSTS 

The District asserts that the Controller's failure to increase the reimbursable mandate 
costs beyond those which were claimed was an incorrect reduction of total 
reimbursable costs and an underpayment of reimbursable amounts. 

The revised audit report deducts from its findings of "total program costs" the amounts 
of $20,662 for FY 2003-04, $23,853 for FY 2004-05, and $54,244 for FY 2005-06, as 
"less allowable costs that exceed cost claimed." The stated basis for this limitation on 
allowable costs is Government Code Section 17561[(d)(3)], cited in footnote 2 on page 
6 of the audit report that states, "that the State will not reimburse any claim more than 
one year after the filing deadline." The State did not pay these claims in full or part 
within one year of the filing deadline, and rarely does so, so that citation does not 
appear relevant. Section 17561 (and Section 17568 for late claims) pertains to the 
timely filing of an annual claim in order to be eligible for payment, not to the contents of 
the claim itself. 

There is no Government Code section cited that prohibits the Controller from 
reimbursement of audited costs in excess of claimed costs. Government Code Section 
17561(d)(2), as amended by Statutes of 2002, Chapter 1124, effective September 30, 
2002, states: 
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"[T]he Controller (A) may audit the records of any local agency or school district 
to verify the actual amount of the mandated costs ... and (C) shall adjust the 
payment to correct for any underpayments or overpayments which occurred in 
previous fiscal years." 

The use of the word "shall" makes the adjustment of both underpayments and 
overpayments mandatory. Thus, the Controller does not have the discretion to 
unilaterally determine that it will deny reimbursement for audit adjustments in favor of 
the State and simply ignore audit adjustments in favor of the claimants. The Controller, 
therefore, has the obligation to pay claimants any unclaimed allowable mandate cost 
discovered as the result of an audit. 

The Commission does not decide this issue because it denies jurisdiction of the fiscal 
year 2003-2004 through 2005-2006 claims. The Commission concluded (DPD, 20), that 
the "plain language" of section 17551, which directs the Commission to hear incorrect 
reduction claims, applies only to claims that are reduced, and therefore has no 
jurisdiction for fiscal years 2003-2004 through 2005-2006. More specifically (DPD, 20), 
"[w]ithout a reduction alleged, the claim is not an IRC, by definition, and the 
Commission does not have jurisdiction over the claim." 

CERTIFICATION 

By my signature below, I hereby declare, under penalty of perjury under the laws of the 
State of California, that the information in this submission is true and complete to the 
best of my own knowledge or information or belief, and that any attached documents 
are true and correct copies of documents received from or sent by the District or state 
agency which originated the document. 

"'"'/Z:;;.:;·~· ot Soorameoto, Calfomla, by 

Keith B. Petersen, President 
SixTen & Associates 

Attachments: 

A. Controller's (Suzanne Goodwin) April 3, 2007, entrance conference letter 
B. Controller's (Jim Spano) November 22, 2011, e-mail to the Commission 

Service by Commission Electronic Drop Box 
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JOHN CHIANG 
<California ~tab mnutrnller 

Joyce Lopes, Director of Finance 
Sierra Joint Community College District 
5000 Rocklin Road 
Rocklin, CA 95677 

Dear Ms. Lopes: 

April 3, 2007 

This letter confirms that Curt Chiesa and Ken Howell of the State Controller's Office have 
scheduled an audit of Sierra Joint Community College District's legislatively mandated 
Collective Bargaining Program cost claims filed for fiscal years (FY) 2002-03, FY 2003-04, 

p. 1 

FY 2004-05 and FY 2005-06. Government Code Sections 12410, 17558.5, and 17561 provide 
the authority for this audit. The entrance conference is scheduled for Tuesday, April I 7th, 2007, 
at 2 p.m. Audit fieldwork will begin after the entrance conference. 

Please furnish working accommodations for and provide the necessary records to the audit staff. 

If you have any questions, please call me at (916) 324-9217. 

Sincerely, 

,,,.,:£~ ..... -_,J!,,.t~ 
SUZANNE 1.-00DWIN 
Audit Manager 
Compliance Audits Bureau 
Division of Audits 

SG/ams 

Attachment 

6054 RISK MANAGEMENT 

MAILING ADDRESS P.O. Box 942850, Sacramento, CA 94250-5874 
SACRAMENTO 300 Capitol Mall, Suite 518, Sacramento, CA 95814 (916) 324-8907 

LOS ANGELES 600 Corporate Pointe, Suite 1000, Culver City, CA 90230 (31 O) 342-5656 
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Joyce Lopes, Director of Finance -2-

cc: Lawrence Lee, Director 
Risk, Feasibility & Loss Control 
Sierra Joint Community College District 

Jim L. Spano, Chief 
Compliance Audits Bureau 
Division of Audits 
State Controller's Office 

Ginny Brummels, Manager 
Division of Accounting and Reporting 
State Controller's Office 

Curt Chiesa, Auditor-in-Charge 
Di vision of Audits 
State Controller's Office 

Ken Howell. Auditor 
Division of Audits· 
State Controller's Office 

916789?'l84 p.2 

April 3, 2007 
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Subj: FW: Updated Listing of Outstanding HFE IRCs and Event That Initiates An Audit/Starts the 
Two-Year Audit Clock 

Date: 11/22/201110:51:04 A.M. Pacific Standard Time 
From: jspano@sco.ca.gov 
To: Nancy.Patton@csm.ca.gov, Kbpsixten@aol.com 
CC: ssilva@sco.ca.gov, svanzee@sco.ca.gov 

Nancy, Keith, 

Attached is the updated listing of outstanding Health Fee Elimination Program Incorrect Reduction Claims (IRCs), 
detailed by audit issues, as discussed with Keith Petersen and representatives of the Commission and SCO after 
the October 27, 2011, Commission hearing. The IRCs are in chronological order according to the filing date. 

At the same meeting, Commission staff asked what we believe constitutes the initiation of an audit pursuant to 
Government Code section 17558.S. We consider the event that initiates an audit pursuant to Government Code 
section 17558.5 to be the date of the initial contact by the SCO to the auditee (generally a telephone contact) to 
inform them and put them on notice of the SCO's intention to perform the audit. In addition, we consider this 
same date as the event that commences the two-year period to complete an audit pursuant to Government 
Code section 17558.5. 

I believe the next step is to coordinate a meeting or telephone conference call to discuss the prioritization of 
outstanding Health Fee Elimination Programs IRCs based on the updated listing. 

Jim L. Spano, CPA 
Bureau Chief 
State Controlle~s Office 
Division of Audits I Mandated Cost Audits Bureau 
Office: (916) 323-5849 /Fax: (916) 327-0832 
jspano@sco.ca.gov 

CONFIDENTIALITY NOTICE: This communication with its contents as well as any attachments may contain 
confidential and/or legally privileged information. It is solely for the use of the intended recipient(s). Unauthorized 
interception, review, use or disclosure is prohibited and may violate applicable laws including the Electronic 
Communications Privacy Act. If you are not the intended recipient, please contact the sender and destroy all 
copies of the communication. 

Monday, November 24, 2014 AOL: Kbpsixten 
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COMMISSION ON STATE MANDATES

Mailing List
Last Updated: 11/19/14

Claim Number: 09-4425-I-17 and 10-4425-I-18

Matter: Collective Bargaining and Collective Bargaining Agreement Disclosure

Claimant: Sierra Joint Community College District

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

Socorro Aquino, State Controller's Office
Division of Audits, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 322-7522
SAquino@sco.ca.gov

Marieta Delfin, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 322-4320
mdelfin@sco.ca.gov

Donna Ferebee, Department of Finance
915 L Street, Suite 1280, Sacramento, CA 95814
Phone: (916) 445-3274
donna.ferebee@dof.ca.gov

Susan Geanacou, Department of Finance 
915 L Street, Suite 1280, Sacramento, CA 95814
Phone: (916) 445-3274
susan.geanacou@dof.ca.gov

Ed Hanson, Department of Finance
Education Systems Unit, 915 L Street, 7th Floor, 915 L Street, 7th Floor, Sacramento, CA
95814
Phone: (916) 445-0328
ed.hanson@dof.ca.gov

Kerri Hester, Director of Finance, Sierra Joint Community College Distrtict
5000 Rocklin Road, Rocklin, CA 95677
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Phone: (916) 660-7603
khester@sierracollege.edu

Cheryl Ide, Associate Finance Budget Analyst, Department of Finance
Education Systems Unit, 915 L Street, Sacramento, CA 95814
Phone: (916) 445-0328
Cheryl.ide@dof.ca.gov

Matt Jones, Commission on State Mandates
980 9th Street, Suite 300, Sacramento, CA 95814
Phone: (916) 323-3562
matt.jones@csm.ca.gov

Jill Kanemasu, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 322-9891
jkanemasu@sco.ca.gov

Jay Lal, State Controller's Office (B-08)
Division of Accounting & Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 324-0256
JLal@sco.ca.gov

Kathleen Lynch, Department of Finance (A-15)
915 L Street, Suite 1280, 17th Floor, Sacramento, CA 95814
Phone: (916) 445-3274
kathleen.lynch@dof.ca.gov

Yazmin Meza, Department of Finance
915 L Street, Sacramento, CA 95814
Phone: (916) 445-0328
Yazmin.meza@dof.ca.gov

Robert Miyashiro, Education Mandated Cost Network
1121 L Street, Suite 1060, Sacramento, CA 95814
Phone: (916) 446-7517
robertm@sscal.com

Jameel Naqvi, Analyst, Legislative Analystâ€™s Office
Education Section, 925 L Street, Suite 1000, Sacramento, CA 95814
Phone: (916) 319-8331
Jameel.naqvi@lao.ca.gov

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

Christian Osmena, Department of Finance
915 L Street, Sacramento, CA 95814
Phone: (916) 445-0328
christian.osmena@dof.ca.gov

Arthur Palkowitz, Stutz Artiano Shinoff & Holtz
2488 Historic Decatur Road, Suite 200, San Diego, CA 92106
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Phone: (619) 232-3122
apalkowitz@sashlaw.com

Keith Petersen, SixTen & Associates
Claimant Representative
P.O. Box 340430, Sacramento, CA 95834-0430
Phone: (916) 419-7093
kbpsixten@aol.com

Sandra Reynolds, Reynolds Consulting Group,Inc.
P.O. Box 894059, Temecula, CA 92589
Phone: (951) 303-3034
sandrareynolds_30@msn.com

Kathy Rios, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 324-5919
krios@sco.ca.gov

Nicolas Schweizer, Department of Finance
Education Systems Unit, 915 L Street, 7th Floor, 915 L Street, 7th Floor, Sacramento, CA
95814
Phone: (916) 445-0328
nicolas.schweizer@dof.ca.gov

David Scribner, Max8550
2200 Sunrise Boulevard, Suite 240, Gold River, CA 95670
Phone: (916) 852-8970
dscribner@max8550.com

Jim Spano, Chief, Mandated Cost Audits Bureau, State Controller's Office
Division of Audits, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 323-5849
jspano@sco.ca.gov

Dennis Speciale, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 324-0254
DSpeciale@sco.ca.gov


