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RECEIVED
June 10, 2016

Commission on
June 9, 2016 State Mandates

Heather Halsey, Executive Director

State of California Commission on State Mandates
980 Ninth Street, Suite 300

Sacramento, CA 95814

Dear Ms. Halsey:

LOS ANGELES COUNTY COMMENTS ON PROPOSED DECISION
IRC NO. 12-0240-1-01
(Handicapped and Disabled Students Program II)

On behalf of the County of Los Angeles, | am submitting the attached comments to the
Proposed Decision on the County’s Incorrect Reduction Claim (JRC) No. 12-0240-1-01
related to the disallowance of costs associated with the provision of mental health
services to pupils under the above-referenced program.

We appreciate your consideration of this information.

Sincerely,

ok l/af‘ ph-)

Robin Kay, Ph.D.
Acting Director

RK:iw

c: Lyn Wallensak
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Los Angeles County IRC No. 12-0240-1-01
Handicapped and Disabled Students Program ||
Fiscal Years 2002-03 and 2003-04
Comments on Proposed Decision Dated May 20, 2016

Introduction

The following is the County of Los Angeles’ response to the Commission on State Mandates
(CSM) Proposed Decision on the County’s Incorrect Reduction Claim (IRC) contesting the
disallowance of costs associated with the County’s provision of State-mandated mental health
services under the Handicapped and Disabled Students Program Il for the period of July 1,
2002, through June 30, 2004. Of the $3,276,316 in claimed costs during this two-year period,
the State Controller's Office (SCO) disallowed $717,879.

The County seeks to have $448,202 reinstated, as follows:

¢ Fiscal Year 2002-03: $216,793
¢ Fiscal Year 2003-04: $231,409

ounty’s Response to Proposed Decision

The Proposed Decision is to deny the County’s IRC based on CSM staff's conclusions that the
IRC was not filed timely and that, even if the IRC was filed timely, the County waived its rights
to appeal. Both statements are incorrect.

The IRC was Timely Filed

The Proposed Decision states that the County’s IRC was not timely filed because it was not
filed within three (3) years of the date of the SCO Final Audit Report. This claim is incorrect.

California Code of Regulations states:

All incorrect reduction claims shall be filed with the commission no later than
three (3) years following the date of the Office of State Controller's final audit
report, letter, remittance advice or other written notice of adjustment notifying the
claimant of a reduction.

While the Final Audit Report was dated May 28, 2010, the SCO issued notices of the claim
reductions to the County dated June 12, 2010. The County filed its IRC on June 11, 2013;
therefore, it was timely.

The Proposed Decision states the County “tried to save” its IRC by identifying certain
documents as the notices of claim reductions. However, it was not the County that so
identified these documents but the SCO. In its letter to the County dated May 7, 2013, the
SCO states:
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“An IRC must be filed within three years following the date we notified the County
of a claim reduction. The State Controller's Office notified the County of a claim
reduction on August 6, 2010, for the HDS Program audit and on June 12, 2010,
for the HDS Il Program Audit.”

The Proposed Decision asserts that the SCO letter has no impact on the determination of
timefiness. However, the SCO'’s actions and statements are relevant. The County requested
the SCO enter into a reconsideration process on its final audit report on November 10, 2010.
As described in the original IRC narrative, the SCO subsequently agreed to reconsider its
original findings only to withdraw from the process and inform the County it must file an IRC on
May 14, 2013 — mere weeks prior to the alleged deadline for the IRC and 2% years after the
County approached the SCO about revising its audit reports.

The County relied upon the statements and the actions of the SCO in making its
determinations. In its cover letter to the County accompanying the audit report, the SCO
states that the County must file an IRC within three years of the SCO notifying the County of a
claim reduction. The SCO then refers to the notices as notices of claim reduction. The SCO
then specifically referred to the dates of the notices upon which the County relied as the dates
they notified the County of a claim reduction.

If, as the proposed decision states, these notices do not meet the legal requirements of
Government Code Section 17558.5 (c), then it is because the notices issued by the SCO were
defective and, if so, then proper notice has never been given.  Government Code Section
17558.5 (c) clearly states that the Controller's Office shall issue such notice and such notice
must include the elements listed. A defective notice issued by the State agency responsible
for issuing such notices should not affect the County’s rights of appeal.

The Proposed Decision mistakenly relies on a common law practice regarding the statute of
limitations running from the earliest time from which all essential elements were met. The use
of or in the listing of events upon which the three-year time limit would begin clearly allows the
calculation from any of the events. Further, the SCO led the County to believe for more than
two years that it was reconsidering its findings and would re-issue the audit report. Had the
SCO not done so, the County would have filed the IRC two years before it did.

The County Did Not Waive Its Right to File an IRC

Contrary to the claim within the Proposed Decision, the County did not waive its rights to file an
IRC. The Proposed Decision in fact states that there is “clear and convincing evidence” that
the County intended to waive its rights. Indeed, no such evidence exists because the County
never intended to waive its rights. In fact, it intentionally preserved such rights.
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In responding to the Audit Report, the County agreed with the SCO’s recommendations
regarding implementation of stronger policies and procedures but also stated explicitly that it
expected the SCO would reconsider its findings and revise its audit report if the County
provided additional documentation to support the costs: “We also recognize that if the County
subsequently provides additional information to support its $717,879 in unallowable costs the
State will revise the final audit report to include such additional allowable costs.”

Significantly, the SCO itself is not the one which made the waiver argument. Instead, the
Proposed Decision infers the SCO wanted to raise the issue by statements related to the
County’s responses to the audit reports. Specifically, in footnote 121 the Proposed Decision
states “While the Controller's raising of the waiver issue could have been made with more
precision and details, the Controller's statements regarding the claimant's April 2010
agreement with the audit findings sufficiently raises the waiver issue under the lenient
standards which apply to administrative hearings. See, e.g., Santa Clarita Organization for
Planning the Environment v. City of Santa Clarita (2011) 197 Cal.App.4™ 1042, 1051 (“less
specificity is required to preserve an issue for appeal in an administrative proceeding than in a
judicial procedure.”)” ’

It this is the standard that the Proposed Decision is applying, then it must be applied equally.
Therefore, the same intent and lenient standard must be applied to the County’s response to
the audit report and its explicit statement that if additional information supporting the costs was
discovered and brought forward, then the final audit report would be revised.

Conclusion
Therefore, the County requests that the Proposed Decision be rejected and the Commission

consider the claims raised by the County in its IRC be addressed and the County’s IRC be
considered on its merits.



DECLARATION OF SERVICE BY EMAIL

I, the undersigned, declare as follows:

I am a resident of the County of Sacramento 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 June 10, 2016, I served the:

Claimant Comments on the Draft Proposed Decision

Handicapped and Disabled Students 11, 12-0240-1-01

Government Code Sections 7572.55 and 7576

Statutes 1994, Chapter 1128 (AB 1892); Statutes 1996, Chapter 654 (AB 2726);
California Code of Regulations, Title 2, Division 9, Chapter 1, Sections 60020,
60050,60030, 60040, 60045, 60055, 60100, 60110, 60200

(Emergency regulations effective July 1, 1998 [Register 98, No. 26], final regulations
effective August 9, 1999 [Register 99, No. 33])

Fiscal Years: 2002-2003 and 2003-2004

County of Los Angeles, Claimant

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 June 6, 2016 at Sacramento,
California.

ey W

Jill Z.L‘Magee

Commission on State Mandates
980 Ninth Street, Suite 300
Sacramento, CA 95814

(916) 323-3562
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COMMISSION ON STATE MANDATES

Mailing List
Last Updated: 3/24/16
Claim Number: 12-0240-1-01
Matter: Handicapped and Disabled Students II
Claimant: County of Los Angeles

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 conceming a claim, it shall simultaneously serve a copy of the
written material on the parties and interested parties to the claim identified on the mailing list
provided by the commission. (Cal. Code Regs., 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

Lacey Baysinger, State Controller's Office

Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 324-0254

Ibaysinger@sco.ca.gov

Danielle Brandon, Budget Analyst, Department of Finance
915 L Street, Sacramento, CA 95814

Phone: (916) 445-3274

danielle.brandon@dof.ca.gov

Allan Burdick,

7525 Myrtle Vista Avenue, Sacramento, CA 95831
Phone: (916)203-3608

allanburdick@gmail.com

Gwendolyn Carlos, State Controller's Office

Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 323-0706

gcarlos@sco.ca.gov

Annette Chinn, Cost Recovery Systems,Inc.
705-2 East Bidwell Street, #294, Folsom, CA 95630
Phone: (916) 939-7901

http://csm.ca.gov/csmint/cats/print_mailing_list_from_claim.php 1/3
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achinncrs@aol.com

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

Dillon Gibbons, Legislative Representative, California Special Districts Association
1112 I Street Bridge, Suite 200, Sacramento, CA 95814

Phone: (916) 442-7887

dillong@csda.net

Mary Halterman, Principal Program Budget Analyst, Department of Finance
Local Government Unit, 915 L Street, Sacramento, CA 95814

Phone: (916) 445-3274

Mary.Halterman@dof.ca.gov

Justyn Howard, Program Budget Manager, Department of Finance
915 L Street, Sacramento, CA 95814

Phone: (916) 445-1546

justyn.howard@dof.ca.gov

Edward Jewik, County of Los Angeles

Auditor-Controller's Office, 500 W. Temple Street, Room 603, Los Angeles, CA 90012
Phone: (213) 974-8564

ejewik@auditor.lacounty.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

Anne Kato, State Controller's Office

Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 324-5919

akato@sco.ca.gov

Robin Kay, County of Los Angeles
Claimant Representative

Department of Mental Health, 550 S. Vermont Avenue, 12th Floor, Los Angeles, CA 90020

Phone: (213) 738-4108
rkay@dmh.lacounty.gov

Jay Lal, State Controller's Office (B-08)
Division of Accounting & Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816

http://csm.ca.gov/csmint/cats/print_mailing_list_from_claim.php
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Phone: (916) 324-0256
JLal@sco.ca.gov

Paul Lukacs, Senior Commission Counsel, Commission on State Mandates
980 9th Street, Suite 300, Sacramento, CA 95814

Phone: (916) 323-3562

paul.lukacs@csm.ca.gov

Geoffrey Neill, Senior Legislative Analyst, Revenue & Taxation, California State
Association of Counties (CSAC)

1100 K Street, Suite 101, Sacramento, CA 95814

Phone: (916)327-7500

gneill@counties.org

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, Artiano Shinoff & Holtz, APC

2488 Historic Decatur Road, Suite 200, San Diego, CA 92106
Phone: (619)232-3122

apalkowitz@sashlaw.com

Keith Petersen, SixTen & Associates

P.O. Box 340430, Sacramento, CA 95834-0430
Phone: (916)419-7093

kbpsixten@aol.com

Jai Prasad, County of San Bernardino

Office of Auditor-Controller, 222 West Hospitality Lane, 4th Floor, San Bernardino, CA
92415-0018

Phone: (909) 386-8854

jai.prasad@atc.sbcounty.gov

Carla Shelton, Commission on State Mandates
980 9th Street, Suite 300, Sacramento, CA 95814
Phone: (916) 327-6490
carla.shelton@csm.ca.gov

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
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