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OFFICE OF THE STATE CONTROLLER

300 Capitol Mall, Suite 1850
Sacramento, CA 94250
Telephone No.: (916) 445-6854

BEFORE THE

COMMISSION ON STATE MANDATES

STATE OF CALIFORNIA

INCORRECT REDUCTION CLAIM ON:
Handicapped and Disabled Students Program

Chapter 1747, Statutes of 1984
Chapter 1274, Statutes of 1985

LOS ANGELES COUNTY, Claimant

No.: CSM 13-4282-1-06

AFFIDAVIT OF BUREAU CHIEF

I, Jim L. Spano, make the following declarations:

1) Iam an employee of the State Controller’s Office (SCO) and am over the age of 18

years.

2) I am currently employed as a Bureau Chief, and have been so since April 21, 2000.
Before that, I was employed as an audit manager for two years and three months.

3) Iam a California Certified Public Accountant.

4) 1reviewed the work performed by the SCO auditor.

5) Any attached copies of records are true copies of records, as provided by the Los
Angeles County or retained at our place of business.

6) The records include claims for reimbursement, along with any attached supporting
documentation, explanatory letters, or other documents relating to the above-entitled

Incorrect Reduction Claim.
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7) A review of the claims for fiscal year (FY) 2003-04, FY 2004-05, and FY 2005-06 was
completed on June 30, 2010.

I do declare that the above declarations are made under penalty of perjury and are true and

correct to the best of my knowledge, and that such knowledge is based on personal

observation, information, or belief.

Date: November 17, 2014

OFFICE OF THE STATE CONTROLLER

e

L. Spano, Chief

andated Cost Audits Bureau
Division of Audits

State Controller’s Office

By:
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STATE CONTROLLER’S OFFICE ANALYSIS AND RESPONSE
TO THE INCORRECT REDUCTION CLAIM BY
LOS ANGELES COUNTY
For Fiscal Year (FY) 2003-04, FY 2004-05, FY 2005-06

Handicapped and Disabled Students Program
Chapter 1747, Statutes of 1984; Chapter 1274, Statutes of 1985

SUMMARY

The following is the State Controller’s Office’s (SCO) response to the Incorrect Reduction Claim (JRC)
that Los Angeles County filed on August 2, 2013. The SCO audited the county’s claims for costs of the
legislatively mandated Handicapped and Disabled Students (HDS) Program for the period of July 1,
2003, through June 30, 2006. The SCO issued its final report on June 30, 2010 (Exhibit C).

The county submitted reimbursement claims totaling $26,924,935—%$4,293,621 for fiscal year (FY) 2003-
04 (Tab 3), $10,143,346 ($10,144,346 less $1,000 late claim penalty) for FY 2004-05 (Tab 4),
$12,487,968 for FY 2005-06 (Tab 5). Subsequently, the SCO audited the claims and determined that
$8,542,409 is allowable and $18,382,526 is unallowable. The costs are unallowable because the county
claimed ineligible, unsupported, and duplicate services; overstated indirect costs by applying indirect cost
rates toward ineligible direct costs; and overstated offsetting revenues by using inaccurate Medi-Cal units,
applying incorrect funding percentages for Early and Periodic, Screening, Diagnosis and Treatment
(EPSDT) for FY 2005-06, including unsupported revenues, and applying revenue to ineligible direct and

indirect costs.

The following table summarizes the audit results:

Actual Costs Allowable Audit
Cost Elements Claimed per Audit Adjustment
July 1, 2003, through June 30, 2004
Assessment/case management costs $ 5929,138 $ 5,787,859 § (141,279
Administrative costs 805,396 353,303 (452,093)
Offsetting revenues:
Short-Doyle/Medi-Cal funds (1,270,666) (1,514,027) (243,361)
State categorical funds (EPSDT) — (1,139,639) (1,139,639)
State categorical funds (IDEA) (3,546,463) (3,546,463) —
Other —_ (400,621) (400,621)
State general/realignment funds — —_ —
40% board and care — —_ _
Net assessment/case management costs 1,917,405 (459,588) (2,376,993)
Treatment costs 22,783,049 16,106,240 (6,676,809)
Administrative costs 1,865,725 697,215 (1,168,510)
Offsetting revenues:
Short-Doyle/Medi-Cal funds (6,494,214) (4,380,033) 2,114,181
State categorical funds (EPSDT) — (3,296,940) (3,296,940)
State categorical funds (IDEA) — (9,621,191) (9,621,191)
Other (15,778,344) — 15,778,344
Net treatment costs 2,376,216 (494,709) (2,870,925)
Subtotal 4,293,621 (954,297) (5,247,918)
Adjustment to eliminate negative balance — 954,297 954,297
Less late claim penalty — — —
Total program costs $ 4,293,621 — $ (4,293,621)
Less amount paid by the State ' —
Allowable costs claimed in excess of (less than) amount paid $ —

-




Cost Elements

July 1, 2004, through June 30, 2005

Assessment/case management costs

Administrative costs

Offsetting revenues:
Short-Doyle/Medi-Cal funds
State categorical funds (EPSDT)
State categorical funds (IDEA)
Other
State general/realignment funds
40% board and care

Net assessment/case management costs

Treatment costs

Administrative costs

Offsetting revenues:
Short-Doyle/Medi-Cal funds
State categorical funds (EPSDT)
State categorical funds (IDEA)
Other

Net treatment costs

Subtotal
Adjustment to eliminate negative balance
Less late claim penalty

Total program costs
Less amount paid by the State '

Allowable costs claimed in excess of (less than) amount paid

July 1, 20035, through June 30, 2006

Assessment/case management costs

Administrative costs

Offsetting revenues:
Short-Doyle/Medi-Cal funds
State categorical funds (EPSDT)
State categorical funds (IDEA)
Other
State general/realignment funds
40% board and care

Net assessment/case management costs

Treatment costs

Administrative costs

Offsetting revenues:
Short-Doyle/Medi-Cal funds
State categorical funds (EPSDT)
State categorical funds (IDEA)
Other

Net treatment costs

Subtotal
Adjustment to eliminate negative balance
Less late claim penalty

Total program costs
Less amount paid by the State

Allowable costs claimed in excess of (less than) amount paid

2.

Actual Costs
Claimed

Allowable
per Audit

Audit
Adjustment

$ 19,680,965

$ 17,224,873

$ (2,456,092)

$ 21,153,500

$ (4,966,397

$ 17,453,855

553,202 105,740 (477,462)
(192,927) (459,581) (266,654)
— (393,026) (393,026)
(1,099,786)  (1,099,786) —
(14,230,658) (523,883) 13,706,775
—  (5,929,000)  (5,929,000)
—  (5951419)  (5,951,419)
4,710,796 2973918  (1,736,878)
28544988 19,964,556  (8,580,432)
2,746,638 1,176,638  (1,570,000)
(6,569,210)  (4,466,386) 2,102,824
—  (3819,581)  (3,819,581)
—  (12,732,788)  (12,732,788)
(19,288,866) — 19,288,866
5,433,550 122,439 (5,311,111)
10,144,346 3,096,357  (7,047,989)
(1,000) (1,000) —
$ 10,143,346 3,095,357 $ (7,047,989)
(8,061,754)

$ (3,699,645)

(12,487,968)

$ (7,040,916)

685,226 79,844 (605,382)
(423,898) (546,639) (122,741)
— (469,235) (469,235)
—  (1,449,671)  (1,449,671)
(17,512,485) (568,041) 16,944,444
—  (5,929,000)  (5,929,000)
—  (6,041,974)  (6,041,974)
3,902,343 2,529,139  (1,373,204)
24382255 18,513,247  (5,869,008)
2,138,697 1,007,135 (1,131,562)
(4,702,850)  (4,017,603) 685,247
—  (3,448,710)  (3,448,710)
—  (9,136,156)  (9,135,156)
(13,232,477) — 13232477
8,585,216 2917913 (5,667,712)
12,487,968 5,447,052 (7,040,916)
$ 12,487,968 5,447,052 $ (7,040,916)




Actual Costs Allowable Audit
Cost Elements Claimed per Audit Adjustment
Summary: July 1, 2003, through June 30, 2006
Assessment/case management costs $ 46,763,603 $ 40,466,587 $ (6,297,016)
Administrative costs 2,043,824 538,887 (1,504,937)
Offsetting revenues:
Short-Doyle/Medi-Cal funds (1,887,491) (2,520,247) (632,756)
State categorical funds (EPSDT) — (2,001,900) (2,001,900)
State categorical funds (IDEA) (4,646,249) (6,095,920) (1,449,671)
Other (31,743,143) (1,492,545) 30,250,598
State general/realignment funds — (11,858,000)  (11,858,000)
40% board and care — (11,993,393) (11,993,393)
Net assessment/case management costs 10,530,544 5,043,469 (5,487,075)
Treatment costs 75,710,292 54,584,043 (21,126,249)
Administrative costs 6,751,060 2,880,988 (3,870,072)
Offsetting revenues:
Short-Doyle/Medi-Cal funds (17,766,274)  (12,864,022) 4,902,252
State categorical funds (EPSDT) — (10,565,231)  (10,565,231)
State categorical funds (IDEA) — (31,490,135)  (31,490,135)
Other (48,299,687) — 48,299,687
Net treatment costs 16,395,391 2,545,643 (13,849,748)
Subtotal 26,925,935 7,589,112 (19,336,823)
Adjustment to eliminate negative balance — 954,297 954,297
Less late claim penalty (1,000) (1,000) —
Total program costs $ 26,924,935 8,542,409  $(18,382,526)
Less amount paid by the State ' (20,549,722)
Allowable costs claimed in excess of (less than) amount paid $(12,007,313)

! Payment information as of July 25, 2014.

The county contends that the SCO incorrectly reduced the county’s claims by erroneously conducting the
audit as if the county used the actual increased cost method instead of the cost report method, in that it is
not required to identify actual costs. The county also asserts that the data set used by the SCO to
determine allowable costs was incorrect and did not accurately capture the actual costs of services
rendered. In addition, the county is contesting only the mental health related service costs, excluding audit
adjustments for residential placements. The county contests $18,180,918 for the audit period—
$5,247,918 for FY 2003-04, $6,396,075 for FY 2004-05 and $6,536,836 for FY 2004-05.

I. SCO REBUTTAL TO STATEMENT OF DISPUTE - CLARIFICATION OF
REIMBURSABLE ACTIVITIES, CLAIM CRITERIA, AND DOCUMENTATION
REQUIREMENTS

Parameters and Guidelines

On April 26, 1990, the Commission on State Mandates (Commission) determined that Chapter 1747,
Statutes of 1984 and Chapter 1274, Statutes of 1984 imposed a state mandate reimbursable under
Government Code section 17561 (Tab 6). The Commission adopted the program’s parameters and
guidelines on August 22, 1991, amended it on August 29, 1996 (Tab 7), and corrected it on January
26, 2006 (Tab 9). These parameters and guidelines apply to fiscal years including June 30, 2004.




Chapter 493, Statutes of 2004, directed the Commission to reconsider the 1990 statement of decision
and the parameters and guidelines for this program. On May 26, 2005, the Commission adopted the
statement of decision for the reconsidered state mandate program (Tab 8). The Commission adopted
the reconsidered program’s parameters and guidelines on October 26, 2006 (Tab 10), corrected it on
July 21, 2006 (Tab 11), and amended it on October 26, 2006 (Tab 12). On July 21, 2006, the
Commission corrected the parameters and guidelines to include the Cost Report Method as a means
for identifying costs for the mandate. These parameters and guidelines apply to fiscal years
beginning July 1, 2004.

Beginning in FY 2006-07, the program becomes part of the consolidated parameters and guidelines
that is made up of the HDS, HDS II, and Seriously Emotionally Disturbed Pupils: Out-of-State
Mental Health Services (SEDP) Programs. ‘

Following are excerpts from the HDS Program’s parameters and guidelines that are applicable to the
county-filed claim for FY 2003-04 (Tab 9).

Section I, Summary of Mandate, provides a summary of the mandate. It states:

I. SUMMARY OF MANDATE

Chapter 1747 of the Statutes of 1984 added Chapter 26, commencing with section 7570, to
Division 7 of Title 1 of the Government code (Gov. Code).

Chapter 1274 of the Statutes of 1985 amended sections 7572, 7572.5, 7575, 7576, 7579, 7582, and
7587 of, amended and repealed 7583 of, added section 7586.5 and 7586.7 to, and repealed 7574
of, the Gov. Code, and amended section 5651 of the Welfare and Institutions Code.

To the extent that Gov. Code section 7572 and section 60040, Title 2, Code of California
Regulations, require county participation in the mental health assessment for “individuals with
exceptional needs,” such legislation and regulations impose a new program or higher level of
service upon a county. Furthermore, any related county participation on the expanded
“Individualized Education Program” (IEP) team and case management services for “individuals
with exceptional needs” who are designated as “seriously emotionally disturbed,” pursuant to
subdivisions (a), (b), and (c) of Gov. Code section 7572.5 and their implementing regulations,
impose a new program or higher level of service upon a county.

The aforementioned mandatory county participation in the IEP process is not subject to the Short-
Doyle Act, and accordingly, such costs related thereto are costs mandated by the state and are fully
reimbursable within the meaning of section 6, article XIIIB of the California Constitution.

The provisions of Welfare and Institutions Code section 5651, subdivision (g), result in a higher
level of service within the county Short-Doyle program because the mental health services,
pursuant to Gov. Code sections 7571 and 7576 and their implementing regulations, must be
included in the county Short-Doyle annual plan. Such services include psychotherapy and other
mental health services provided to “individuals with exceptional needs,” including those
designated as “seriously emotionally disturbed,” and required in such individual’s IEP.

Such mental health services are subject to the current cost sharing formula of the Short-Doyle Act,
through which the state provides ninety (90) percent of the total costs of the Short-Doyle program,
and the county is required to provide the remaining ten (10) percent of the funds. Accordingly,
only ten (10) percent of such program costs are reimbursable within the meaning of section 6,
article XIIIB of the California Constitution as costs mandated by the state, because the Short-
Doyle Act currently provides counties ninety (90) percent of the costs of furnishing those mental
health services set forth in Gov. Code section 7571 and 7576 and their implementing regulations,
and described in the county’s Short-Doyle annual plan pursuant to Welfare and Institutions Code
section 5651, subdivision (g).




Section IV, Period of Reimbursement, identified the period of reimbursement for activities. It states:

IV. PERIOD OF REIMBURSEMENT

Section 17557 of the Gov. Code states that a test claim must be submitted on or before December
31 following a given fiscal year to establish eligibility for that year. The test claim for this
mandate was filed on August 17, 1987, all costs incurred on or after July 1, 1986, through and
including June 30, 2004, are reimbursable.

Costs incurred beginning July 1, 2004, shall be claimed under the parameters and guidelines for
the Commission’s decision on reconsideration, Handicapped and Disabled Students (04-Rl-
4282-10).

Actual costs for one fiscal year should be included in each claim, and estimated costs for the
subsequent year may be included on the same claim, if applicable, pursuant to Government Code
section 17561.

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

Section V, Reimbursable Costs, identifies the reimbursable activities. It states:
V. REIMBURSABLE COSTS

A. One Hundred (100) percent of any costs related to IEP Participation, Assessment, and Case
Management:

1. The scope of the mandate is one hundred (100) percent reimbursement, except that for
individuals billed to Medi-Cal only, the Federal Financing Participation portion (FFP)
for these activities should be deducted from reimbursable activities not subject to the
Short-Doyle Act.

2. For each eligible claimant, the following cost items are one hundred (100) percent
reimbursable (Gov. Code, section 7572, subd. (d)(1)):

a. Whenever an LEA refers an individual suspected of being an ‘individual with
exceptional needs’ to the local mental health department, mental health assessment
and recommendation by qualified mental health professionals in conformance with
assessment procedures set forth in Article 2 (commencing with section 56320) of
Chapter 4 of part 30 of Division 4 of the Education Code, and regulations
developed by the State Department of Mental Health, in consultation with the State
Department  of Education, including but not limited to the following mandated
services:

i. interview with the child and family,

ii. collateral interviews, as necessary,

iii. review of the records,

iv. observation of the child at school, and

v. psychological testing and/or psychiatric assessment, as necessary.

b. Review and discussion of mental health assessment and recommendation with
parent and appropriate IEP team members. (Government Code section 7572, subd.

(@)

¢. Attendance by the mental health professional who conducted the assessment at IEP
meetings, when requested. (Government Code section 7572, subd. (d)(1)).

d. Review by claimant’s mental health professional of any independent assessment(s)
submitted by the IEP team. (Government Code section 7572, subd. (d)(2)).

-5-




e. When the written mental health assessment report provided by the local mental
health program determines that an ‘individual with special needs’ is ‘seriously
emotionally disturbed’, and any member of the IEP team recommends residential
placement based upon relevant assessment information, inclusion of the claimant’s
mental health professional on that individual’s expanded IEP team.

f.  When the IEP prescribes residential placement for an ‘individual with exceptional
needs’ who is ‘seriously emotionally disturbed,” claimant’s mental health
personnel’s identification of out-of-home placement, case management, six month
review of IEP, and expanded IEP responsibilities. (Government Code section
7572.5).

g. Required participation in due process procedures, including but not limited to due
process hearings.

3. One hundred (100) percent of any administrative costs related to IEP Participation,
Assessment, and Case Management, whether direct or indirect.

B. Ten (10) percent of any costs related to mental health treatment services rendered under the
Short-Doyle Act:

1. The scope of the mandate is ten (10) percent reimbursement.
2. For each eligible claimant, the following cost items, for the provision of mental health

services when required by a child’s individualized education program, are ten (10)
percent reimbursable (Government Code 7576):

a. Individual therapy,

b. Collateral therapy and contacts,

c. Group therapy,

d. Day treatment, and

e. Mental health portion of residential treatment in excess of the State Department of

Social Services payment for the residential placement.

3. Ten (10) percent of any administrative costs related to mental health treatment services
rendered under the Short-Doyle Act, whether direct or indirect.

Section V, Claim Preparation, identifies the two methods of submitting claims for reimbursement. It
states:

VI. CLAIM PREPARATION

There are two satisfactory methods of submitting claims for reimbursement of increased costs
incurred to comply with the mandate:

A. Actual Increased Costs Method. To claim under the Actual Increased Costs Method, report
actual increased costs incurred for each of the following expense categories in the format
specified by the State Controller’s claiming instructions. Attach supporting schedules as
necessary:

1. Employee Salaries and Benefits: Show the classification of the employees involved,
mandated functions performed, number of hours devoted to the function, and hourly rates
and benefits.

2. Services and supplies: Include only expenditures which can be identified as a direct cost
"~ resulting from the mandate. List cost of materials acquired which have been consumed or
expended specifically for the purpose of this mandate.

6-




Direct Administrative Costs:

a. One hundred (100) percent of any direct administrative costs related to IEP
Participation, Assessment, and Case Management.

b. Ten (10) percent of any direct administrative costs related to mental health treatment
rendered under the Short-Doyle Act.

Indirect Administrative and Overhead Costs: To the extent that reimbursable indirect
costs have not already been reimbursed by DMH from categorical funding sources, they
may be claimed under this method in either of the two following ways prescribed in the
State Controller’s claiming instructions:

a. Ten (10) percent of related direct labor, excluding fringe benefits. This method may
not result in a total combined reimbursement from DMH and SCO for program
indirect costs which exceeds ten (10) percent of total program direct labor costs,
excluding fringe benefits.

OR if an indirect cost rate greater than ten (10) percent is being claimed,

b. By preparation of an “Indirect Cost Rate Proposal” (ICRP) in full compliance with
Office of Management and Budget Circular No. A-87 (OMB A-87). Note that OMB
A-87 was revised as of May 17, 1995, and that while OMB A-87 is based on the
concept of full allocation of indirect costs, it recognizes that in addition to its
restrictions, there may be state laws or state regulations which further restrict
allowability of costs. Additionally, if more than one department is involved in the
mandated program; each department must have its own ICRP. Under this method,
total reimbursement for program indirect costs from combined DMH and SCO
sources must not exceed the total for those items as computed in the ICRP(s).

B. Cost Report Method. Under this claiming method the mandate reimbursement claim is still
submitted on the State Controller’s claiming forms in accordance with the claiming
instructions. A complete copy of the annual cost report including all supporting schedules
attached to the cost report as filed with DMH must also be filed with the claim forms
submitted to the State Controller.

1.

To the extent that reimbursable indirect costs have not already been reimbursed by DMH
from categorical funding sources, they may be claimed under this method in either of the
two following ways prescribed in the State Controller’s claiming instructions:

a. Ten (10) percent of related direct labor, excluding fringe benefits. This method may
not result in a total combined reimbursement from DMH and SCO for program
indirect costs which exceeds ten (10) percent of total program direct labor costs,
excluding fringe benefits.

OR if an indirect cost rate greater than ten (10) percent is being claimed,

b. By preparation of an “Indirect Cost Rate Proposal” (ICRP) in full compliance with
Office of Management and Budget Circular No. A-87 (OMB A-87). Note that OMB
A-87 was revised as of May 17, 1995, and that while OMB A-87 is based on the
concept of full allocation of indirect costs, it recognizes that in addition to its
restrictions, there may be state laws or state regulations which further restrict
allowability of costs. Additionally, if more than one department is involved in the
mandated program; each department must have its own ICRP. Under this method,
total reimbursement for program indirect costs from combined DMH and SCO
sources must not exceed the total for those items as computed in the ICRP(s).




Section VII, Supporting Data, describes supporting documentation. It states:

VIL.SUPPORTING DATA

For auditing purposes, all costs claimed must be traceable to source documents and/or
worksheets that show evidence of the validity of such costs. Pursuant to Government Code
section 17558.5, subdivision (a), a reimbursement claim for actual costs filed by a local agency
or school district is subject to audit by the State Controller no later than two years after the end of
the calendar year in which the reimbursement claim is filed or last amended. However, if no
funds are appropriated for the program for the fiscal year for which the claim is made, the time
for the State Controller to initiate an audit shall commence to run from the date of initial payment
of the claim.

Section VIII, Offsetting Savings and Other Reimbursements, identifies applicable offset
requirements. It states:

VHI. OFFSETTING SAVINGS AND OTHER REIMBURSEMENTS

A. Any offsetting savings the claimant experiences as a direct result of this statute must be
deducted from the costs claimed.

B. The following reimbursements for this mandate shall be deducted from the claim:

1. Any direct payments (categorical funding) received from the State which are
specifically allocated to this program; and

2. Any other reimbursement for this mandate (excluding Short-Doyle funding, private
insurance payments, and Medi-Cal payments), which is received from any source, e.g.
federal, state, etc.

Following are excerpts from the HDS Program’s parameters and guidelines that are applicable to the
county-filed claims for FY 2004-05 and FY 2005-06 (Tab 12).

Section I, Summary of Mandate, provides a summary of the mandate. It states:

I. SUMMARY OF MANDATE

Statutes 2004, chapter 493 (Sen. Bill No. 1895) directed the Commission on State Mandates
(Commission) to reconsider its prior final decision and parameters and guidelines on the
Handicapped and Disabled Students program (CSM 4282). On May 26, 2005, the Commission
adopted a Statement of Decision on Handicapped and Disabled Students (04-RL-4282-10)
pursuant to Senate Bill 1895.

The Handicapped and Disabled Students program was enacted in 1984 and 1985 as the state’s
response to federal legislation (Individuals with Disabilities Education Act, or IDEA) that
guaranteed to disabled pupils, including those with mental health needs, the right to receive a free
and appropriate public education.

The Commission determined that the test claim legislation imposes a reimbursable state-
mandated program on counties pursuant to article XIII B, section 6 of the California Constitution
for the activities expressly required by statute and regulation. The Commission also concluded
that there is revenue and/or proceeds that must be identified as an offset and deducted from the
costs claimed.

Two other Statements of Decision have been adopted by the Commission on the Handicapped
and Disabled Students program. They include Handicapped and Disabled Students II (02-TC-
40/02-TC-49), and Seriously Emotionally Disturbed (SED) Pupils: Out-of-State Mental Health
Services (97-TC-05).
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These parameters and guidelines address only the Commission’s findings on reconsideration of
the Handicapped and Disabled Students program.

Section III, Period of Reimbursement, identified the period of reimbursement for activities. It states:

1. PERIOD OF REIMBURSEMENT

The period of reimbursement for the activities in this parameters and guidelines amendment
begins on July 1, 2004.

Pursuant to Government Code section 17560, reimbursement for state-mandated costs may be
claimed as follows:

1. A local agency may file an estimated reimbursement claim by January 15 of the fiscal year
in which costs are to be incurred, and, by January 15 following that fiscal year shall file an
annual reimbursement claim that details the costs actually incurred for that fiscal year; or it
may comply with the provisions of subdivision (b).

2. A local agency may, by January 15 following the fiscal year in which costs are incurred, file
an annual reimbursement claim that details the costs actually incurred for that fiscal year.

3. In the event revised claiming instructions are issued by the Controller pursuant to
subdivision (c) of section 17558 between October 15 and January 15, a local agency filing an
annual reimbursement claim shall have 120 days following the issuance date of the revised
claiming instructions to file a claim.

Reimbursable 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 Government
Code section 17561, subdivision (d)(1), all claims for reimbursement of initial years’ costs shall
be submitted within 120 days of the issuance of the State Controller’s claiming instructions. If
the total costs for a given fiscal year do not exceed $1,000, no reimbursement shall be allowed,
except as otherwise allowed by Government Code section 17564,

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

Section IV, Reimbursable Activities, identifies the reimbursable activities and specifies required
supporting documentation. It states:

IV. REIMBURSABLE ACTIVITIES

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

Evidence corroborating the source documents may include, but is not limited to, worksheets, cost
allocation reports (system generated), purchase orders, contracts, agendas, calendars, and
declarations. Declarations must include a certification or declaration stating, “I certify (or
declare) under penalty of perjury under the laws of the State of California that the foregoing is
true and correct,” and must further comply with the requirements of Code of Civil Procedure
section 2015.5. Evidence corroborating the source documents may include data relevant to the
reimbursable activities otherwise reported in compliance with local, state, and federal
government requirements. However, corroborating documents cannot be substituted for source
documents.




The claimant is only allowed to claim and be reimbursed for increased costs for reimbursable
activities identified below. Claims should exclude reimbursable costs included in claims
previously filed, beginning in fiscal year 2004-2005, for Handicapped and Disabled Students 11
(02-TC-40/02-TC-49), or Seriously Emotionally Disturbed (SED) Pupils: Out-of State Mental
Health Services (97-TC-05). In addition, estimated and actual claims filed for fiscal years 2004-
2005 and 2005-2006 pursuant to the parameters and guidelines and claiming instructions for
Handicapped and Disabled Students (CSM 4282) shall be re-filed under these parameters and
guidelines.

Increased cost is limited to the cost of an activity that the claimant is required to incur as a result
of the mandate. For each eligible claimant, the following activities are eligible for
reimbursement:

A. Renew the interagency agreement with the local educational agency every three years and, if
necessary, revise the agreement (Gov. Code, § 7571; Cal. Code Regs., tit. 2, §§ 60030,
60100)

1. Renew the interagency agreement every three years, and revise if necessary.

2. Define the process and procedures for coordinating local services to promote
alternatives to out-of-home care of seriously emotionally disturbed pupils.

B. Perform an initial assessment of a pupil referred by the local educational agency, and discuss
assessment results with the parents and IEP team (Gov. Code, § 7572, Cal. Code Regs., tit. 2,
§60040)

1. Review the following educational information of a pupil referred to the county by a
local educational agency for an assessment: a copy of the assessment reports completed
in accordance with Education Code section 56327, current and relevant behavior
observations of the pupil in a variety of educational and natural settings, a report
prepared by personnel that provided “specialized” counseling and guidance services to
the pupil and, when appropriate, an explanation why such counseling and guidance will
not meet the needs of the pupil.

2. If necessary, observe the pupil in the school environment to determine if mental health
assessments are needed.

3. If necessary, interview the pupil and family, and conduct collateral interviews.

4. If mental health assessments are deemed necessary by the county, develop a mental
health assessment plan and obtain the parent’s written informed consent for the
assessment.

5. Assess the pupil within the time required by Education Code section 56344.

6. If a mental health assessment cannot be completed within the time limits, provide notice
to the IEP team administrator or designee no later than 15 days before the scheduled IEP
meeting.

7. Prepare and provide to the IEP team, and the parent or guardian, a written assessment
report in accordance with Education Code section 56327. The report shall include the
following information: whether the pupil may need special education and related
services; the basis for making the determination; the relevant behavior noted during the
observation of the pupil in the appropriate setting; the relationship of that behavior to the
pupil’s academic and social functioning; the educationally relevant health and
development, and medical findings, if any; for pupils with learning disabilities, whether
there is such a discrepancy between achievement and ability that it cannot be corrected
without special education and related services; a determination concerning the effects of
environmental, cultural, or economic disadvantage, where appropriate; and the need for
specialized services, materials, equipment for pupils with low incidence disabilities.
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10.

11.

12.

Review and discuss the county recommendation with the parent and the appropriate
members of the IEP team before the IEP team meeting.

In cases where the local education agency refers a pupil to the county for an assessment,
attend the IEP meeting if requested by the parent.

Review independent assessments of a pupil obtained by the parent.

Following review of the independent assessment, discuss the recommendation with the
parent and with the IEP team before the meeting of the IEP team.

In cases where the parent has obtained an independent assessment, attend the IEP team
meeting if requested.

Participate as a member of the IEP team whenever the assessment of a pupil determines the
pupil is seriously emotionally disturbed and residential placement may be necessary (Gov.
Code, § 7572.5, subds. (a) and (b); Cal. Code Regs., tit. 2, § 60100)

1.

2.

Participate as a member of the IEP team whenever the assessment of a pupil determines
the pupil is seriously emotionally disturbed and residential placement may be necessary.

Re-assess the pupil in accordance with section 60400 of the regulations, if necessary.

. Act as the lead case manager if the IEP calls for residential placement of a seriously
emotionally disturbed pupil (Gov. Code, § 7572.5, subd. (c)(1); Cal. Code Regs., tit. 2, §
60110)

1.

Designate a lead case manager when the expanded IEP team recommends out-of-home
residential placement for a seriously emotionally disturbed pupil. The lead case manager
shall perform the following activities:

a. Convene parents and representatives of public and private agencies in accordance
with section 60100, subdivision (f), in order to identify the appropriate residential
facility.

b. Complete the local mental health program payment authorization in order to initiate
out of home care payments.

c. Coordinate the completion of the necessary County Welfare Department, local
mental health program, and responsible local education agency financial paperwork
or contracts.

d. Coordinate the completion of the residential placement as soon as possible.

e. Develop the plan for and assist the family and pupil in the pupil’s social and
emotional transition from home to the residential facility and the subsequent return
to the home.

f.  Facilitate the enrollment of the pupil in the residential facility.

g. Conduct quarterly face-to-face contacts with the pupil at the residential facility to
monitor the level of care and supervision and the implementation of the treatment
services and the IEP.

h. Notify the parent or legal guardian and the local education agency administrator or

designee when there is a discrepancy in the level of care, supervision, provision of
treatment services, and the requirements of the IEP.

-11-




E. Issue payments to providers of out-of-home residential care for the residential and
noneducational costs of seriously emotionally disturbed pupils (Gov. Code, § 7581; Cal
Code Regs., tit. 2, § 60200, subd. (e))

1.

Issue payments to providers of out-of-home residential facilities for the residential and
non-educational costs of seriously emotionally disturbed pupils. Payments are for the
costs of food, clothing, shelter, daily supervision, a child’s personal incidentals, liability
insurance with respect to a child, and reasonable travel to the child’s home for visitation.
Counties are eligible to be reimbursed for 60 percent of the total residential and
noneducational costs of a seriously emotionally disturbed child placed in an out-of-
home residential facility.

Beginning July 19, 2005, Welfare and Institutions Code section 18355.5 applies to this
program and prohibits a county from claiming reimbursement for its 60-percent share
of the total residential and non-educational costs of a seriously emotionally disturbed
child placed in an out-of-home residential facility if the county claims reimbursement
Jor these costs from the Local Revenue Fund identified in Welfare and Institutions Code
section 17600 and receives the funds.

Submit reports to the State Department of Social Services for reimbursement of
payments issued to seriously emotionally disturbed pupils for 24-hour out-of-home care.

F. Participate in due process hearings relating to mental health assessments or services (Gov.
Code, § 7586; Cal. Code Regs., tit. 2, § 60550.) When there is a proposal or a refusal to
initiate or change the identification, assessment, or educational placement of the child or the
provision of a free, appropriate public education to the child relating to mental health
assessments or services, the following activities are eligible for reimbursement:

1.

Retaining county counsel to represent the county mental health agency in dispute
resolution. The cost of retaining county counsel is reimbursable.

Preparation of witnesses and documentary evidence to be presented at hearings.

Preparation of correspondence and/or responses to motions for dismissal, continuance,
and other procedural issues.

Attendance and participation in formal mediation conferences.
Attendance and participation in information resolution conferences.

Attendance and participation in pre-hearing status conferences convened by the Office
of Administrative Hearings.

Attendance and participation in settlement conferences convened by the Office of
Administrative Hearings.

Attendance and participation in Due Process hearings conducted by the Office of
Administrative Hearings.

Paying for psychological and other mental health treatment services mandated by the
test claim legislation (California Code of Regulations, title 2, sections 60020,
subdivisions (f) and (i)), and the out-of-home residential care of a seriously emotionally
disturbed pupil (Gov. Code, § 7581; Cal. Code Regs., tit. 2, § 60200, subd. (¢)), that are
required by an order of a hearing officer or a settlement agreement between the parties
to be provided to a pupil following due process hearing procedures initiated by a parent
or guardian.

Reimbursement to parents for attorneys’ fees when parents prevail in due process hearings and
in negotiated settlement agreements is not reimbursable.
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Section V, Claim Preparation and Submission, identifies the two methods of submitting claims for
reimbursement. It states:

V. CLAIM PREPARATION AND SUBMISSION

Each of the following cost elements must be identified for each reimbursable activity identified
in section IV of this document. Each claimed reimbursable cost must be supported by source
documentation as described in section IV. Additionally, each reimbursement claim must be filed
in a timely manner.

There are two satisfactory methods of submitting claims for reimbursement of increased costs
incurred to comply with the mandate: the direct cost reporting method and the cost report
method.

Direct Cost Reporting Method

A. Direct Cost Reporting

Direct costs are those costs incurred specifically for the reimbursable activities. The
following direct costs are eligible for reimbursement.

1. Salaries and Benefits

Report each employee implementing the reimbursable activities by name, job
classification, and productive hourly rate (total wages and related benefits divided by
productive hours). Describe the specific reimbursable activities performed and the hours
devoted to each reimbursable activity performed.

2. Materials and Supplies

Report the cost of materials and supplies that have been consumed or expended for the
purpose of the reimbursable activities. Purchases shall be claimed at the actual price
after deducting discounts, rebates, and allowances received by the claimant. Supplies
that are withdrawn from inventory shall be charged on an appropriate and recognized
method of costing, consistently applied.

3. Contracted Services

Report the name of the contractor and services performed to implement the reimbursable
activities. If the contractor bills for time and materials, report the number of hours spent
on the activities and all costs charged. If the contract is a fixed price, report the services
that were performed during the period covered by the reimbursement claim. If the
contract services are also used for purposes other than the reimbursable activities, only
the pro-rata portion of the services used to implement the reimbursable activities can be
claimed. Submit contract consultant and invoices with the claim and a description of the
contract scope of services.

4. Fixed Assets and Equipment

Report the purchase price paid for fixed assets and equipment (including computers)
necessary to implement the reimbursable activities. The purchase price includes taxes,
delivery costs, and installation costs. If the fixed asset or equipment is also used for
purposes other than the reimbursable activities, only the pro-rata portion of the purchase
price used to implement the reimbursable activities can be claimed.

B. Indirect Cost Rates

Indirect costs are costs that are incurred for a common or joint purpose, benefiting more than
one program, and are not directly assignable to a particular department or program without
efforts disproportionate to the result achieved. Indirect costs may include (1) the overhead
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costs of the unit performing the mandate; and (2) the costs of the central government services
distributed to the other departments based on a systematic and rational basis through a cost
allocation plan.

Compensation for indirect costs is eligible for reimbursement utilizing the procedure
provided in the Office of Management and Budget (OMB) Circular A-87. Claimants have
the option of using 10% of labor, excluding fringe benefits, or preparing an Indirect Cost
Rate Proposal (ICRP) if the indirect cost rate claimed exceeds 10%.

If the claimant chooses to prepare an ICRP, both the direct costs (as defined and described in
OMB Circular A-87 Attachments A and B) and the indirect costs shall exclude capital
expenditures and unallowable costs (as defined and described in OMB A-87 Attachments A
and B). However, unallowable costs must be included in the direct costs if they represent
activities to which indirect costs are properly allocable.

The distribution base may be (1) total direct costs (excluding capital expenditures and other
distorting items, such as pass-through funds, major subcontracts, etc.), (2) direct salaries and
wages, or (3) another base which results in an equitable distribution.

In calculating an ICRP, the claimant shall have the choice of one of the following
methodologies:

1. The allocation of allowable indirect costs (as defined and described in OMB Circular A-
87 Attachments A and B) shall be accomplished by (1) classifying a department’s total
costs for the base period as either direct or indirect, and (2) dividing the total allowable
indirect costs (net of applicable credits) by an equitable distribution base. The result of
this process is an indirect cost rate which is used to distribute indirect costs to mandates.
The rate should be expressed as a percentage which the total amount allowable indirect
costs bears to the base selected; or

2. The allocation of allowable indirect costs (as defined and described in OMB Circular A-
87 Attachments A and B) shall be accomplished by (1) separating a department into
groups, such as divisions or sections, and then classifying the division’s or section’s
total costs for the base period as either direct or indirect, and (2) dividing the total
allowable indirect costs (net of applicable credits) by an equitable distribution base. The
result of this process is an indirect cost rate that is used to distribute indirect costs to
mandates. The rate should be expressed as a percentage which the total amount
allowable indirect costs bears to the base selected.

Cost Report Method
A. Cost Report Method

Under this claiming method, the mandate reimbursement claim is still submitted on the State
Controller’s claiming forms in accordance with claiming instructions. A complete copy of
the annual cost report, including all supporting schedules attached to the cost report as filed
with the Department of Mental Health, must also be filed with the claim forms submitted to
the State Controller.

B. Indirect Cost Rates

To the extent that reimbursable indirect costs have not already been reimbursed, they may be
claimed under this method.

Indirect costs are costs that are incurred for a common or joint purpose, benefiting more than
one program, and are not directly assignable to a particular department or program without
efforts disproportionate to the result achieved. Indirect costs may include (1) the overhead
costs of the unit performing the mandate; and (2) the costs of the central government services
distributed to the other departments based on a systematic and rational basis through a cost
allocation plan.
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Compensation for indirect costs is eligible for reimbursement utilizing the procedure
provided in the Office of Management and Budget (OMB) Circular A-87. Claimants have
the option of using 10% of labor, excluding fringe benefits, or preparing an Indirect Cost
Rate Proposal (ICRP) if the indirect cost rate claimed exceeds 10%.

If the claimant chooses to prepare an ICRP, both the direct costs (as defined and described in
OMB Circular A-87 Attachments A and B) and the indirect costs shall exclude capital
expenditures and unallowable costs (as defined and described in OMB A-87 Attachments A
and B). However, unallowable costs must be included in the direct costs if they represent
activities to which indirect costs are properly allocable.

The distribution base may be (1) total direct costs (excluding capital expenditures and other
distorting items, such as pass-through funds, major subcontracts, etc.), (2) direct salaries and
wages, or (3) another base which results in an equitable distribution.

In calculating an ICRP, the claimant shall have the choice of one of the following
methodologies:

1. The allocation of allowable indirect costs (as defined and described in OMB Circular A-
87 Attachments A and B) shall be accomplished by (1) classifying a department’s total
costs for the base period as either direct or indirect, and (2) dividing the total allowable
indirect costs (net of applicable credits) by an equitable distribution base. The result of
this process is an indirect cost rate which is used to distribute indirect costs to mandates.
The rate should be expressed as a percentage which the total amount allowable indirect
costs bears to the base selected; or

2. The allocation of allowable indirect costs (as defined and described in OMB Circular A-
87 Attachments A and B) shall be accomplished by (1) separating a department into
groups, such as divisions or sections, and then classifying the division’s or section’s
total costs for the base period as either direct or indirect, and (2) dividing the total
allowable indirect costs (net of applicable credits) by an equitable distribution base. The
result of this process is an indirect cost rate that is used to distribute indirect costs to
mandates. The rate should be expressed as a percentage which the total amount
allowable indirect costs bears to the base selected.

Section VII, Offsetting Revenues and Other Reimbursements, identifies applicable offset
requirements. It states:

VII. OFFSETTING REVENUES AND OTHER REIMBURSEMENTS

Any offsets the claimant experiences in the same program as a result of the same statutes or
executive orders found to contain the mandate shall be deducted from the costs claimed. In
addition, reimbursement for this mandate received from any of the following sources shall be
identified and deducted from this claim:

1. Funds received by a county pursuant to Government Code section 7576.5.

2. Any direct payments or categorical funding received from the state that is specifically
allocated to any service provided under this program. This includes the appropriation made
by the Legislature in the Budget Act of 2001, which appropriated funds to counties in the
amounts of $12,334,000 (Stats. 2001, ch. 106, items 4440-131-0001), and the $69 million
appropriations in 2003 and 2004 (Stats. 2003, ch. 157, item 6110-161-0890, provision 17;
Stats. 2004, ch. 208, item 6110-161-0890, provision 10) and the $69 million appropriation in
2005 (Stats. 2005, ch. 38, item 6110-161-0890, provision 9).

3. Funds received and applied to this program from the appropriation by the Legislature in the
Budget Act of 2005 for disbursement by the State Controller’s Office, which appropriated
$120 million for costs claimed for fiscal years 2004-05 and 2005-06 for the Handicapped
and Disabled Students program (CSM 4282) and for Seriously Emotionally Disturbed (SED)
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Pupils: Out-of-State Mental Health Services (97-TC-05). (Stats. 2005, ch. 38, item 4440-
295-0001, provisions 11 and 12.)

4. Private insurance proceeds obtained with the consent of a parent for purposes of this
program.

5. Medi-Cal proceeds obtained from the state or federal government, exclusive of the county
match, that pay for a portion of the county services provided to a pupil under the
Handicapped and Disabled Students program in accordance with federal law.

6. Any other reimbursement received from the federal or state government, or other non-local
source.

Except as expressly provided in section IV(E)(1) of these parameters and guidelines,
Realignment funds received from the Local Revenue Fund that are used by a county for this
program are not required to be deducted from the costs claimed. (Stats. 2004, ch. 493 § 6 (SB
1895).)

SCO Claiming Instructions

In compliance with Government Code section 17558, the SCO issues claiming instructions for
mandated programs in order to assist local agencies and school districts in claiming reimbursable
costs. The SCO issued revised claiming instructions for Chapter 1747, Statutes 1984, and Chapter
1274, Statutes 1985 in September 2003 (Exhibit B). The county used this version to file its
reimbursement claims (Tabs 3, 4 and 5).

COUNTY OVERSTATED COSTS BY CLAIMING UNSUPPORTED ASSESSMENT AND
TREATMENT COSTS, MISCALCULATING INDIRECT COSTS AND OFFSETTING
REIMBURSEMENTS

Issue

The county’s IRC challenges a portion of Findings 1, 2, and 3 in the SCO’s final audit report issued
June 30, 2010, related to assessment and treatment costs, and the related indirect costs and offsetting
revenues, totaling $18,180,829.

The SCO concluded that the county claimed unsupported and duplicate costs, and miscalculated the
associated indirect costs and offsetting revenues.

The county would like the SCO to reconsider audit adjustments in light of information identified by
the county subsequent to the issuance of the final audit report.

SCO Analysis

The county claimed $18,382,526 in unallowable costs resulting from the claiming of unsupported
and duplicate costs, and miscalculating its related indirect costs and offsetting revenues.

As noted in the SCO’s final audit report, the county initially did not provide support for its claims
when the audit was initiated in a testable format that we could verify. At that time, the county did not
provide detailed information regarding the services provided, including the client receiving service,
type of service, date of service, duration of service, etc. County staff asserted that the identifiers set
up in its system were unreliable, and suggested that the county query its own database to identify
detail of services provided.
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The county’s methodology was to identify all related services of clients that received an assessment
at one of the three county-run facilities dedicated to assessing AB 3632 client eligibility. The county
ran three different database queries; each query failed to support costs claimed and contained errors.
The errors included clients that were not in the program, clients that were not eligible for the
program, duplicate transactions, and partial/incomplete transactions. The county did not provide the
SCO with the parameters it used for the three initial queries.

We worked with the county to develop its query parameters for a fourth query report. We suggested
clarifying the parameters of the query to identify eligible clients, such as by establishing an age limit
so that the query would not identify clients over 22 years old as part of the program. The county ran
the fourth query and presented the results as support for its claims. The detailed unit-of-services
report provided did not support claimed costs.

The program’s parameters and guidelines, Section VII, Supporting Data, applicable to FY 2003-04
specify that only actual costs may be claimed. Further, all costs claimed must be traceable to source
documents that show validity of such costs (Tab 9). It states:

VIL. SUPPORTING DATA

For auditing purposes, all costs claimed must be traceable to source documents and/or
worksheets that show evidence of the validity of such costs. Pursuant to Government Code
section 17558.5, subdivision (a), a reimbursement claim for actual costs filed by a local agency
or school district is subject to audit by the State Controller no later than two years after the end of
the calendar year in which the reimbursement claim is filed or last amended. However, if no
funds are appropriated for the program for the fiscal year for which the claim is made, the time
for the State Controller to initiate an audit shall commence to run from the date of initial payment
of the claim.

The parameters and guidelines, Section IV, Reimbursable Activities, applicable to FY 2004-05 and
FY 2005-06 specify that only actual costs may be claimed. Further, actual costs must be traceable
and supported by source documents that show the validity of such costs (Tab 12). It states:

IV. REIMBURSABLE ACTIVITIES

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

Evidence corroborating the source documents may include, but is not limited to, worksheets, cost
allocation reports (system generated), purchase orders, contracts, agendas, calendars, and
declarations. Declarations must include a certification or declaration stating, “I certify (or
declare) under penalty or perjury under the laws of the State of California that the foregoing is
true and correct,” and must further comply with the requirements of Code of Civil Procedure
section 2015.5. Evidence corroborating the source documents may include data relevant to the
reimbursable activities .otherwise reported in compliance with local, state, and federal
government requirements. However, corroborating documents cannot be substituted for source
documents.

The county contends that the SCO erroneously conducted the audit as if the county had submitted its
claims using the Actual Increased Cost Method instead of the Cost Report Method. The county
believes that the Cost Report Method is not based on actual costs and the SCO had no authority to
conduct the audit. The county also asserts that the claim information and support it provided in the
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course of the audit is erroneous or incomplete. The county believes that the SCO should reconsider
its audit adjustments based on the new information.

The SCO contacted the county by phone on July 28, 2008, to initiate the audit, and confirmed the
entrance conference date with a start letter dated August 12, 2008 (Tab 13). The SCO issued the
final report on June 30, 2010 (Exhibit C). In response to the findings, the county agreed with the
audit results. Further, the county provided a management representation letter asserting that it made
available to the SCO all pertinent information in support of its claims (Tab 14). The county provided
information regarding its reconsideration request in June and August 2012 (Exhibit A-13).

Government Code section 17558.5 requires that an audit by the SCO shall be completed not later
than two years after the date that the audit is commenced. Government Code section 17568 specifies
that in no case shall a reimbursement claim be paid that is submitted more than one year after the
filing deadline specified in Section 17560. Government Code section 17561, subdivision (d)(3),
specifies that initial claims are not subject to payment if submitted more than one year after the filing
deadline in the Controller’s claiming instructions.

Both the Government Code and the California Constitution prohibit the gift of public funds to any
individual, corporation, or another government agency. Government Code section 8314, subdivision
(a), provides that it is unlawful for any elected state officer to use public resources for purposes that
are not authorized by law. The California Constitution article 16, section 6, specifies that the
Legislature shall have no power to make a gift of public funds.

The SCO completed the audit and issued the final audit report within the two-year statutory period.
In June 2012 and August 2012, the county requested that the SCO consider costs based on
information that was not provided in the course of the audit. The deadline to file an amended claim
for FY 2003-04 was August 2007 and for FY 2004-05 and FY 2005-06 was May 2008.

Consequently, the county is requesting that the SCO consider costs not previously provided after the
statutory period to file an amended claim, which is approximately five years after the filing deadline
for the FY 2003-04 claim, and four years after the filing deadline for the FY 2004-05 and FY 2005-
06 claim. The county’s request for the SCO to consider such costs is also two years after the
statutory period for the SCO to issue the final audit report.

The SCO is prohibited from making a gift of public funds. Therefore, the SCO has no authority to
consider costs based on information that was not provided during the course of the audit, the
statutory period to file an amended claim, or the statutory period for the SCO to issue the final
report.

County’s Response

The County contends that the SCO incorrectly reduced the County’s claim because the SCO
erroneously conducted the audit as if the County bhad submitted its claim under the Actual Increased
Cost Method instead of the Cost Report Method, which was the actual methodology used by the
County.

Therefore, this IRC seeks to have $18,180,829 disallowed by the SCO reinstated:

e Fiscal Year 2003-04: $5,247,918
e Fiscal Year 2004-05: $6,396,075
e Fiscal Year 2005-06: $6,536,836
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SCO’s Comment

Our objective was to determine whether the costs of the county-filed claims are reimbursable under
the program’s parameters and guidelines adopted by the Commission. This includes tracing costs of
county-filed claims to source documentation to ascertain the validity and accuracy of the costs.

The county’s IRC submission contains an incomplete filing and other issues we will address in our
response to the county’s arguments.

The county’s filing does not include the reimbursement claims filed with the SCO. The exhibit .

includes the claims prepared by the county’s mental health department that were submitted to its
auditor-controller (Exhibit D). We have included the actual claim forms filed with the SCO as part
of our response (Tabs 3, 4 and 5). These forms were signed by the county’s auditor-controller and
submitted to the SCO for reimbursement of state-mandated program costs.

In reference to the county’s FY 2003-04 claim, the county is seeking reinstatement of costs in excess
of amounts claimed. The county seeks reinstatement of the original claimed amount plus the amount
of excess Individuals with Disabilities Education Act (IDEA) funds. In the course of the audit, the
county was concerned about our determination of an excess of IDEA revenue in the HDS Program
audit report. We discussed the issue with county representatives and they agreed to move the
revenue to the SEDP Program (Tab 15). The movement of excess IDEA revenue from the HDS
program to the SEDP program eliminated the excess of reported revenue in the HDS audit report.
However, we believe the county is only entitled to the amount it claimed in accordance with
Government Code section 17568 (Tab 3).

In reference to the county’s FY 2004-05 and FY 2005-06 claims, the county asserts that the SCO
erroneously added the initial and amended claims, causing the errors noted in the audit findings. The
county filed its initial claims and subsequently amended them to include residential placement costs.
The county combined the costs of its initial and amended claims, and filed them with the SCO (Tabs
4 and 5).

Concerning the challenged costs, the county did not identify its proposed adjustments to a specific
category. The county seeks reinstatement of a total amount without identifying the portion related to
direct and indirect costs, and offsetting reimbursements. Further, the support for the proposed
adjustments does not reconcile to the amount contested. In its IRC, the county is contesting
$18,180,829 and the proposed adjustments in the supporting exhibits total to $18,456,446 (Exhibits
A-10 through A-12). The proposed adjustments also appear incomplete because they do not include
any related indirect costs and offsetting reimbursements (Exhibits A-10 through A-12). There are
other inconsistencies as well; the county’s proposed adjustments are greater than the SCO audit
adjustments in FY 2003-04 and FY 2004-05, and less than the SCO audit adjustments for FY 2005-
06. For FY 2005-06, the county’s total proposed adjustment ($5,229,547) is less than the contested
amount ($7,040,916), yet the county is seeking full reinstatement of the contested amount. Overall,
the county’s intention for providing the information in the exhibits and the relation to the contested
amounts is not clear.
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A comparison of the SCO audit adjustments, the county’s IRC contested amounts, and the county’s
IRC proposed adjustments from the exhibits are shown in the following table:

Fiscal Year
2003-04 2004-05 2005-06 Total

SCO's audit adjustments! $ 4,293,621 $ 7,047,989 $ 7,040,916 $18,382,526
County's IRC contested amounts $ 5,247,918 $ 6,396,075 $ 6,536,836 $18,180,829
County's proposed adjustments?

Omitted providers? $ 3,003,675 $ 4,669,518 $ 898,049 $ 8,571,242

Variance (4th query and Form 1909/1912)? 2,143,885 1,875,541 3,319,935 7,339,361

Mode 60 costs? 852,627 681,653 1,011,563 2,545,843

Indirect costs’ - - - -

Offsetting reimbursements? - - - -
Total proposed adjustments $ 6,000,187 $ 7,226,712 $ 5,229,547 $ 18,456,446

'SCO audit report dated June 30,2010 (Exhibit C).
2Data from the county's IRC (Exhibits A-10 through A-12).

3No indirect costs or offsetting reimbursements are identified in the county's IRC (Exhibits A-10 through A-12).

A summary of the county’s arguments are presented in bold below and our response follows:

1. The SCO’s disallowance is incorrect because the county used the Cost Report Method. The
SCO had no legal authority to audit the county’s claims because they were not based on
the Actual Increased Cost Method. Even if the SCO had authority to review the records, it
was required to conduct the audit based on the use of the Cost Report Method and audit to
the supporting documentation utilized for that method.

We disagree. Both the Cost Report Method and the Actual Increased Cost Method are acceptable
methods to claim actual costs. In the Actual Increased Cost Method, claimants are to identify the
actual expenses incurred as a result of the mandate. For example, the salaries and benefits of
county staff that provided the services. While in the Cost Report Method, claimants utilize the
unit rates for mandated services based on cost allocations in the cost report submitted to the
California Department of Mental Health (CDMH). For this method, claimants identify the
mandate-related units of service, and then, multiply the units by the applicable unit rates to
determine the claimed costs. The units of service and unit rates are also used to compute certain
offsetting reimbursements, (i.e., Medi-Cal and EPSDT).

However, the cost reports submitted to the CDMH include all units of service provided, in

which, the reported units combine services provided to children, youth and adults. For the |
mandate, the county must identify the mandate-related units of service for the services provided |
to pupils in special education receiving mental health services in accordance with an
Individualized Education Plan (IEP). |

In its system, the county has identifiers set up to track and capture mandate-related units of
service; these include unique service function codes and plan identification codes (Tab 16).
County staff informed the SCO that identifiers in its system were unreliable due to
inconsistencies in use (Tabs 17 and 18). For example, client services of the state-mandated
program were coded as services of other programs and client services of other programs were
identified as the state-mandate program. In its review of the third query, county staff suggests
that the inconsistent coding of services in its system is likely due to confusion and inadequate
training (Tab 18).
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As in the prior audit, the county proposed using a database query to identify the mandated-
related units of service; the query would identify clients that went through the assessment
process and identify all of their related units of service (Tab 17). The county went through three
sets of query parameters and results, each version did not support claimed costs and identified a
number of concerns. The first and second queries did not support claimed costs and contained
partial transactions (Tab 17); partial transactions are unfinalized transactions that are in various
stages of completion, the county information technology staff termed these transactions as
invalid or incomplete. The results of the third query did not include information regarding Medi-
Cal clients and all of fiscal years were commingled together in one file (Tab 19). The county
performed a limited, non-statistical review of the third query results. The third query included
services for clients that were ineligible and who were part of other programs; county staff
believed that the identifiers were used inconsistently (Tab 18). For the three prior queries, the
county did not provide the query parameters for our review. Therefore, the SCO cannot
comment on the design of the queries; we can only address the results. We continued to work
with the county to identify its costs and related revenues. The county presented the fourth query
results as the support for its claims. We reviewed the query parameters and corresponding results
and determined them to be reasonable; we then computed costs and the associated offsetting
revenues.

As noted above, the audit was initiated with a telephone contact on July 28, 2008, and the final
audit report was issued on June 30, 2010. In June 2012 and August 2012, four years after audit
initiation date and over two years after the final audit report was issued, the county asserts that
the information it provided in support of its claims did not identify all eligible costs and that it
presented incomplete or erroneous information to the SCO. In essence, the county argues that
the results of the fourth query did not capture all eligible costs.

The regulations for the reimbursement of state-mandated costs do not provide for the
consideration of claims outside of the statutory period. Both the Government Code and the
California Constitution prohibit the gift of public funds to any individual, corporation, or another
government agency. Therefore, the SCO has no authority to consider claims made outside of the
statutory period and is prohibited from making a gift of public funds.

If the SCO is directed by the Commission to consider the new costs and associated revenues,
additional testing and review would need to be performed. The new costs were not included in
the support provided by the county in the course of the audit, and therefore, were not considered
in the scope of audit work performed. The county has not provided in its IRC the query
parameters or underlying basis for the identification of the new costs. In its proposed new costs,
the county has not provided any corresponding information concerning the associated indirect
costs and offsetting revenues. Further analysis and testing would need to be performed to
validate the new costs, and identify the corresponding indirect costs and associated offsetting
reimbursements. The new costs also raise other concerns, in that the county is asserting that
services related to other programs should be considered. It also is not clear to what extent the
county has validated the information provided—that is, the steps it performed to ensure that
costs result from services provided to children and youth that are in special education receiving
mental health services pursuant to an IEP. As noted above, we do not believe it is appropriate to
revisit new costs.

The auditors should have based the review on the correct supporting documentation.

As previously stated, the county did not provide support for its claims when the audit was
initiated in a format that could be verified. As such, the county could not identify detail of the
individual services that make up the total units of services reported on its claims and on MH
1909/1912 forms submitted to the CDMH. In addition, the county’s MH 1909/1912 forms do not
reconcile to claims filed by the county because the forms present different information. For
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example, the CDMH form captures estimated revenue information and includes all related
funding used to support costs. The state-mandated cost claims are used claim reimbursement of
actual costs incurred and report related offsetting revenues. The mandated cost claims also
include costs that are not reported on the cost report forms submitted to CDMH. For example,
residential placement board-and-care costs incurred by the county’s social services department
for the mandate and associated revenues are not included in the mental health cost reports
submitted to CDMH. Nevertheless, the SCO worked with the county to identify its costs and
related revenues. The county identified the fourth query results as the support for its claims. The
SCO computed costs and the associated offsetting revenues based on the county’s support
provided in the course of the audit. The county provided a management representation letter
asserting that it made available to the SCO all pertinent information in support of its claims (Tab
14).

The SCO’s audit findings do not represent the actual amount of mandated costs incurred
in providing services. Based on the reconsideration proposal, the county requests
reinstatement of direct and indirect costs, and offsetting reimbursements. In its discussion
the county references omitted services, disallowed rehabilitation and mode 60 services, and
the miscalculation of offsetting reimbursements

As previously stated, the county did not provide support for its claims when the audit was
initiated in a format that could be verified. The SCO worked with the county to identify its costs
and related revenues. The county identified the fourth query results as the support for its claims.
The SCO computed costs and the associated offsetting revenues based on the county’s support
provided in the course of the audit. The support provided by the county did not identify any units
of service as Healthy Families, an enhancement of Medi-Cal. Further, the county did not identify
a portion of the Medi-Cal units as Medi-Cal only, meaning some clients were full-scope Medi-
Cal and should not have had EPSDT revenues applied. The county provided a management
representation letter asserting that it made available to the SCO all pertinent information in
support of its claims (Tab 14). The SCO’s offsetting revenues calculations are based on the
information provided by the county in support of its claims.

In reference to its discussion regarding rehabilitation and mode 60 services, the county has not
presented any evidence in support of its arguments. The county also has not addressed issues
noted in the SCO’s audit report concerning these services. In its IRC the county asserts that
some of the rehabilitation services may actually be other eligible services; no evidence is
presented as to which services are miscoded. For mode 60 services, the county does not address
the SCO’s observations in the audit report and presents no evidence in support of its arguments.
In our audit report we identified a number of issues concerning mode 60 services including the
eligibility of pre- and post-IEP services within the parameters and guidelines, the claiming
duplicate services, and the lack of supporting documentation to identify clients served and the
time for each contact.

Again, the regulations for the reimbursement of state-mandated costs do not provide for the
consideration of claims outside of the statutory period. Both the Government Code and the
California Constitution prohibit the gift of public funds to any individual, corporation, or another
government agency. Therefore, the SCO has no authority to consider claims made outside of the
statutory period and is prohibited from making a gift of public funds. As noted previously, we do
not believe it is appropriate to revisit the new costs.
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HI. CONCLUSION

The SCO audited Los Angeles County’s claims for costs of the legislatively mandated HDS Program
(Chapter 1747, Statutes of 1984, and Chapter 1274, Statutes of 1985) for the period of July 1, 2003,
through June 30, 2006. The county claimed $24,924,935 for the mandated program. Our audit
disclosed that $8,542,409 is allowable and $18,382,526 is unallowable. The costs are unallowable
because the county claimed ineligible, unsupported, and duplicate services; overstated indirect costs
by applying indirect costs toward ineligible direct costs; and overstated offsetting revenues by using
inaccurate Medi-Cal units, applying incorrect funding percentages for EPSDT for FY 2005-06,
including unsupported revenues, and applying revenue to ineligible direct and indirect costs.

The county is challenging the SCO’s adjustment totaling $18,180,829, because it believes that the
SCO erroneously conducted the audit as if the county had submitted its claim under the Actual
Increased Cost Method instead of the Cost Report Method, which was the actual methodology used
by the county. The county also believes that the SCO relied on incorrect information and
assumptions for its adjustments impacting claimed direct and indirect costs, and offsetting
reimbursements.

The SCO completed the audit within the two-year statutory requirement, based on supporting
documentation the county provided in the course of the audit. The county is not eligible to receive
reimbursement for the reconsidered amounts. The underlying regulations prevent the SCO from
considering costs claimed outside of the statutory period. To do so would violate the Government
Code and California Constitutional provisions prohibiting the gift of public funds.

In conclusion, the Commission should find that: (1) the SCO correctly reduced the county’s FY
2003-04 claim by $4,293,621; (2) the SCO correctly reduced the county’s FY 2004-05 claim by
$7,047,989; and (3) the SCO correctly reduced the county’s FY 2005-06 claim by $7,040,916.

IV. CERTIFICATION

I hereby certify by my signature below that the statements made in this document are true and
correct of my own knowledge, or, as to all other matters, I believe them to be true and correct based

upon information and belief.

Executed on November 17, 2014, at Sacramento, California, by:

andated Cost Audits Bureau
Division of Audits
State Controller’s Office
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State Controller's Office M’" Ct Manu
CLAIM FOR PAYMENT : = Lo :
‘ Pursuant to Government Code Section 17561 (19) Program Number
SERVICES TO HANDICAPPED STUDENTS (20) Date Filed
(21) LRS
[(01) Claimant Identification Number -
X 24919
B{(02) Claimant Name (22)  HDS-1, (03)(a) e
E Auditor-Controller
L [County of Location . (23) HDS-1, (03)(b) &
County of Los Angeles
: Street Address or P.O. Box Suite (24) HDS-L, (03)(c) -
L 500 West Temple Street, Room 603 <~
e{City State Zip Code (25) HDS-1, (04)(1)(d) a
Los Angeles cA 90012 <
Type of Claim Estimated Claim Reimbursement Claim [(26) HDS-1, (04)(2)(d) &
(03) Estimated (09) Reimbursement [ X | |[(27) HDS-1, (04)(3Xd) .
(04) Combined = [ | |(10) Combined [ _] [(28) HDS-1, (04)(4)(d) P
. (05) Amended CJla1 Amended [ ] @) HDS-L, 04(5Xd) &
N .w‘r."{'-_f‘ ‘:i‘ i
Fiscal Year of Cost (06) RAGY)) T 7 |(30) HDS-1,(06) ,
2004/2005 2003/2004 &
Total Claimed Amount ()] (13) (31) HDS-3,(05)
4,558,467 4,293,621 1,270,666
Less: 10% Late Penalty, not to exceed $1,000 14 (32) HDS-3,(06) 0
Less: Prior Claim Payment Received (15) (33) HDS-3,(07)
. 3,546,463
. Net Claimed Amount - {s) (34) HDS3, (09)
4,293,621 24,648,774
Due from State "~ {(08) an (35) HDS-3,(10)
4,558,467 4,293,621 0
Due to State : (18) (36)
(37) CERTIFICATION OF CLAIM
In accordance with the provisions of Government Code 17561, I certify that I am the officer authorized by the local agency to file
mandated cost claims with the State of California for this program, and certify under penalty of perjury that I have not violated any of the
provisions of Government Code Sections 1090 to 1098, inclusive. :
I further certify that there was no application other than from the claimant, nor any grant or payment received, for reimbursement of
- |costs claimed herein, and such costs are for a new program or increased level of services of an existing program. All offsetting savings
and reimbursements set forth in the Parameters and Guidelines are identified, and all costs claimed are supported by source
documentation currently maintained by the claimant. .
[ 4
The amounts for this Estimated Claim and/or Reimbursement Claim are hereby claimed from the State for payment of estimated and/or
actual costs set forth on the attached statements. I certify under penalty of perjury under the laws of the State of California that the
foregoing is true and correct.
Signature of Authorized Officer Date
A Ny For. vizfos
” J. Tyler McCauley Auditor-Controller
Type or Print Name Title
(38) Name of Contact Person for Claim Telephone Number (213) 974-8564 Ext. N/A
Leonard Kaye -E-Mail Address lkave@auditor.co.la.ca.us

. Form FAM-27 (Revised 09/03)

Note: 1) Please note that costs for LAC-DMH Medication Monitoring ($3,074,878), LAC-DMH Ccrisis Intervention ($3,960,974), LAC-DCFS In-State
Placement ($9,115,367), and Tri-City Medication Monitoring ($4,428) have not been included in FY 2003/04 Reimbursement Claim at this time
pending action before the Commission on State Mandates that would make these costs eligible for claiming under SB 90 Chapter 1747.

2) The Estimated Claim for FY 2004-05 does not include an amount for Tri-City.




State Controller’s Office Mandated Cost Manual
e MANDATED COSTS FORM
SERVICES TO HANDICAPPED STUDENTS HDS -3
CLAIM SUMMARY
(01) Claimant. [02) Type of Claim Fiscal Year.
Reimbursement
Los Angeles COuntyICOnsolidated Estimated [ } 2003/2004
(03) Reimbursable Components
Assessment of Individuals With Exceptional Needs
(8) Assessment: Interviews, Review of Records, Observations, Testing, etc. ,U 5,929,138
{b) Residential Placement: IEP Reviews, Case Management, and Expanded [EP 0
(c) Related Services: Attendance at IEP meetings, Meetings with IEP Members
and Parents, and Review of Independent Assessment. 0
(d) Due Process Proceedings 0

805,396

22,783,049

(e) Administrative Costs [From HDS-6 line (07)] |

Mental Health Treatment

(f) Treatment Services: Short-Doyle Program -21

(g) Admlnlstratlve Costs [me HDS-b‘ Ime 07 _ » _'jj

(04) Sub-total for Assessment of Indlvndual w:th Exceptlonal Needs [Sumof(03), tines (a) to (e)] ﬂ

1,865,725

6,734,534
(05) Less: Amount Received from Short-Doyle/Medi-Cal (FFP only) e_l 1,270,666
(06) Less: Amount Received from State Categorical Funding 0
(07) Less: Amount Received from Other (Identify) - Federal IDEA Funds (Attachment 7h) ;7_] 3,546,463

Total for Assessment of lndwtdual wnth Exceptlonal Needs [Lme (04) minus the sum of Ilnes (05) to (07)] 6'

1,917,405

(09) Sub-TotaI for Mental Health Treatment {Biock (03). tines (f) and (g)} q ‘ 24,648,774
(10) Less: Non-Categorical State General/Realignment Funds 0
(11) Less: Amount Received from State Categorical Funding 0
(12) Less: Amount Received from Short-Doyle/Medi-Cal (FFP only) 1ol 6,494,214
(13) Less: Amount Received from Other (Identify) “ ‘
- Federal Financial Participation share of Admin Cost (Attachment 7a) 732,858
- State General Fund (SGF) from Early and Periodic Screening Diagnosis Treatment (EPSDT)
and share of Admin Cost (Attachment 7b) 4,783,284
-~ Federal SAMHSA Grant and share of Admin Cost (Attachment 7d) 15,678
- Other State and Local Funds and share of Admin Cost (Attachment 7e) 124,804
- Third Party Revenues and share of Admin Cost (Attachment 7f) 45,489
- Case Management Out-Of-State Placement Adjustment - SB 90 Chapter 654 (Attachment 7g) 455,040
- Federal IDEA Funds (Attachment 7h) 9,621,191
(14) Total Mental Health Treatment  [Line (09) minus the sum of lines (10) to (13)] 2,376,216
(15) Total Claimed Amount v [Sum of line (08) and line (14)} 4,293,621

Revised 09/03

See footnetes \—1Ul on %\\cwtm\c] ?“‘j&,
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~State Controller's Office

Mandated Cost Manual

- CLAIM FOR PAYMENT
Pursuant to Government Code Section 17561
SERVICES TO HANDICAPPED STUDENTS

For State Controller Use Only

(19) Program Num
(20) Date Filed

{(21)LRS Input  __/ /

(01) Claimant Identification Number “YReimbursement Claim Data
L 9919
A 1(02) Claimant Name (22) FORM-1, (04)(AX9)
B | _Auditor-Controlter
E [County of Location (23) FORM-1, (04)XB)(g) 2,076,865
L County of Los Angeles .
Street Address or P.O. Box (24) FORM-1, (04)(C)(9)
H| 500 West Temple Street, Room 603 . ’
E |City State Zip Code (25) FORM-1, (04)(D)g)
R Los Angeles CA 90012 _
Type of Claim Estimated Claim Reimbursement Claim (26) FORM-1, (D4)(EXg) 15,527,235
(03)Estimated [__| [(09) Reimbursement [A][_ X ] [(27) FORM-1, (04)(F)g)
(04) Combined [ ] (10) Combined [ [c28) FORM-1, (06) 2
(05)Amended [ | {(11) Amended [ - Y] [(29) FORM-1, (07) 276,601
Fiscal Year of (06) (12) (30) FORM-1, (09)
Cost 2004/2005
Total Claimed (07) (13) (31) FORM-1, (10) 14,230,658
Amount v $10,144,346
Less: 10% Late Penalty, but not to exceed (14) (32)
$1,000
Less: Estimated Claim Payment Received (1%5) - |(33)
$6,494,303
Net Claimed Amount (16) (34) )
$0 $3,650,043 % /
Due from State 135))
$0 $3,650,043
(36)
Due to State _
(37) CERTIFICATION OF CLAIM

any of the provisions of Govemment Code Sections 1090 to 1098, inclusive.

supported by source documentation currently maintained by the claimant.

California that the foregoing is true and cormrect. -

Signature of Authorized Officer

Qb N’ for

J. Tyler McCauley

In accordance with the provisions of Government Code 17561, | certify that | am the officer authorized by the local agency to file
mandated cost claims with the State of California for this program, and certify under penalty of perjury that | have not violated any

| further certify that there was no application other than from the claimant, nor any grant or payment received, for reimbursement
of costs claimed herein, and such costs are for a new program or increased level of services of an existing program.
All offsetting savings and reimbursements set forth in the Parameters and Guidelines are indentified, and all costs claimed are

The amounts for Estimated Claim and/or Reimbursement Claim are hereby claimed from the State for payment of estimated
and/or actual costs set forth on the attached statements. | cerlify under penalty of perjury under the laws of the State of

Date

4/21/07

Auditor-Controller

Type or Print Name Title
{38) Name of Contact Person for Claim Telephone Number (213)974-8564 Ext.
Leonard Kaye '

E-mail Address _lkaye@auditor.co.la.ca.us
Form FAM-27 (Revised 9/03) .

[A] See Schedule 1(a) for derivation of sum in Box (13). See Schedule 1(b) for

sums in Boxes (22-31)



COUNTY OF LOS ANGELES
' DEPARTMENT OF AUDITOR-CONTROLLER

~KENNETH HAHN HALL OF ADMINISTRATION
500 WEST TEMPLE STREET, ROOM 603
LOS ANGELES, CALIFORNIA 90012-2766

PHONE: (213) 974-8321 FAX: (213) 617-8106

J. TYLER McCAULEY
AUDITOR-CONTROLLER

April 27, 2007

Ms. Ginny Brummels

Local Reimbursement Section
Division of Accounting & Reporting
3301 C Street, Suite 500 '
Sacramento, CA 94250-5872

Dear Ms. Brummels:
Los Angeles County Claim — Fiscal Year 2004-05

Handicapped and Disabled Students Program Number 111
Claim Instruction Number 2006—32, Issued January 2, 2007

We herein submit the attached [subject] reimbursement claim in the amount of
$10,144,346 for payment. Under guidance provided by your office to Leonard Kaye,
of my staff, on April 24, 2007, we have combined all Program Number 111 claims for
2004-05 into one claim as detailed on the attached schedule. '

Leonard Kaye is available at (213) 974-8564 to answer any questions you or your
staff may have in this matter. Thank you.

Very truly yours,

J. Tyler McCauley
Auditor-Controller

AV

Connie Yee, Chief
Accounting Division

CY.LK
Enclosures

“To Enrich Lives Through Effective and Caring Service”




SCHEDULE 1(=)
County of Los Angeles Consolidated Claim
Handicapped and Disabled Students Program # 111
Claim Instruction No. 2006-32, Issued January 2, 2007

Fiscal Year 2004-05
Consolidated Josmervnnsane Los Angeles Co. Depts, --------- /
Program # Consolidated Program Name | Fiscal Year MH DCFS Totals
111 (a) Handicapped & Disabled (old) 2004-05 ‘$6,494,303 $0 6,494,303
111(b) Handicapped & Disabled (New) 2004-05 262,702 [c] 3,387,341 3,650,043
Total [Program 111 for 2004-05] 6,757,005 3,387,341 10,144,346

Footnotes

(a) Claimed in accordance with Program 111 [Services to Handicapped and Disabled Students] as revised/issued September, 2000. These instructions

excluded in-State Room and Board. See Tab "Original 2004-05" claim for supporting detail for $6,494,303 claimed on 1/11/06.
(b) Ctaimed in"accordance with Program 111 [Services to Handicapped and Disabled Students] as revised/issued January 2, 2007. These instructions
included in-State Room and Board. '

(c) As filed on 4/27/07, this is for new allowable and reimbursable “initial assessment of pupil” activities under Program 111(new) instructions issued 1/2/07.

(e)1 IINAIHOS




SCHEDULE 1(b)

State Controller's Office Mandated Cost Manual
| MANDATED COSTS | FORM
HANDICAPPED AND DISABLED STUDENTS ‘ 1
R CLAIM SUMMARY |
(01) Claimant: (02) Type of Claim Fiscal
Reimbursement Year
County of Los Angeles / Consolidated ]
Estimated 2004/2005
(03) Department
Direct Costs " Object Accounts
(04) Reimbursable (a) (b) © | @ ©) ) @
Components Materials Contract Fixed
Salaries Benefits and Services Assets Travel Total
Supplies
A. Renew Interagency Agreement
B. ' initial Assessment of Pupil 2,076,865 2,076,865
C. Participation in IEP Team
. D. Lead Case Manager
E. Out-of-Home Residential Care 15,527,235 35,527,235
F. Due Process Hearings
(05) Total Direct Costs 17,604,100 17,604,100

Indirect Costs

(08) Total Direct and Indirect Costs

Cost Reduction

(06) Indirect Cost Rate See attached FY 2004/2005 Indirect Cost Rate Schedule (Auachment )] s 1.5712%-
{07) Total indirect Costs [Line (06) x line (05)(a)] or [Line (06) x {line (05)(a) + line (05)(b)}] . 276,601
[Line (05)(g) + line (07)}

17,880,701

(09) Less: Offsetting Savings

. (10) Less: Other Reimburse See DCFS, “ In-State Expense, Summary” 2005-06

14,230,658

(11) Total Claimed Amount [Line (08) - {iine (09) + fine (10)})

See Attachment 1

3,650,043

Revised 01/07




State Controller's Office ' Mandated Cost Manual

MANDATED COSTS ' FORM
HANDICAPPED AND DISABLED STUDENTS 2
i . ACTIVITY COST DETAIL
Claimant (02) |Fiscal Year
County of Los Angeles / Consolidated 2004/2005
(03) |Reimbursable Activities: Check only one box per form to identify the activity being claimed.
D Review Interagency Agreement _ Ec:l Initial Assessment of Pupit
D Participation in IEP Team . D Lead Case Manager
[:I Out-of-Home Residential Care |:] Due Process Hearings
(04) Description of Expenses Object Accounts
(@ (b) () (@ (e) () (0) h) 0}
Employee Names, Job Hourly Hours Materials
Classifications, Functions Performed Rate or |Worked or | Salaries Benefits and Contract Fixed Travel
and Description of Expenses Unit Cost | Quantity Supplies Services Assets :
The claimed units of service are based on the ] 2,076,865

AB3632/SEP Plan identified in the LAC-DMH

. Integrated System (1S).
The cost report process determines the cost

per unit of service in a generic sense, not on an
individual clinician basis. This data is

detailed on Attachment 4. _

Direct service cost details have been
completed on Attachment 5 and is based on the
cost report method.

(05) Total[_ X | Subtotal [ |Page: 1 of 1 2,076,865

. New 01/07




State Controller's Office Mandated Cost Manual

MANDATED COSTS . FORM
HANDICAPPED AND DISABLED STUDENTS 2
ACTIVITY COST DETAIL
Claimant (02) |Fiscal Year
County of Los Angeles / Consolidated 2004/2005
(03) |Reimbursable Activities: Check only one box per form to identify the activity being claimed.
[:I Review Interagency Agreement |:| Initial Assessment of Pupil
[[] |Participation in IEP Team ‘ [] |Lead Case Manager
E} Out-of-Home Residential Care - I___I Due Process Hearings
(04) Description of Expenses - Object Accounts
(@) (b) (c) @ G M - @ ) 0]
Employee Names, Job Hourly Hours Materials :
Classifications, Functions Performed Rate or |Worked or | Salaries | Benefits and - Contract Fixed Travel
and Description of Expenses Unit Cost | Quantity Supplies Servioe; Assets
Payment for Board & Care Expenses to 1 15,527,235
in-state contractors by DCFS. =
See Attachment 1 for detail
(05) Total Subtotal | Page: 1 of 1 15,527,235

' . Now 01/07




State Controller's Office _ : , . Mandated Cost Manual

CLAIM FOR PAYMENT
Pursuant to Government Code Section 17561 ) (19)  Progrant Number 00111
SERVICES TO HANDICAPPED STUDENTS ‘ (20) DateFiled JAN I 7 2006
: (21) LRSInput / / ]
k (01) Claimant Identification Number W _ Reimbursement Claim Data -
B [(02) Claimant Name
E Department of Mental Health . (22)  HDS-1, (03)a)
L |County of Location
County of Los Angeles : (23) HDS-1,(03)b)
H [Street Address or P.O. Box Suite
E 550 South Vermont Ave., 11th Floor (24)  HDS-1,(03)c)
R |[City State Zip Code
E Los Angeles CA P 90020 __|@)  HDS-L (04x1Xd)
Type of Claim Estimated Claim Reimbursement Claim - (26) HDS-1, (04)(2Xd)
(03) Estimated [ X] |(09) Reimbursement [ X] @7)  HDS-1, (043Xd)
(04) Combined  [1|(10) Combined [ |26 1ps 1 coaxayd)
(05) Amended 1111 Amended 1 29 HDS-1, (04)5)d)
Fiscal Year of Cost 06)  2005/2006 (12)  2004/2005 GO yps-1 06)
. . . J j >
Total Claimed Amount (07 13 3
@ $7,143,733 \/ ) $6,494,303 ( v) HDS-3, (05) . 192,927
Less: 10% Late Penalty, not to exceed $1,000 (14) ) (32) - HDS-3, (06)
Less: Prior Claim Payment Received 09 3326365 (3 ups.3, (07 1,099,786
Net Claimed Amount (16) $3,167,938 GY  yps.3.(09) 31.291,626
Due from State (08) $7143733 |1 3167938 G5 yps.3, (10)
Due to State (18) (36)

(37) CERTIFICATION OF CLAIM

In accordance with the provisions of Government Code 17561, I certify that I am the officer authorized by the local agency to file
mandated cost claims with the State of California for this program, and certify under penalty of perjury that I have not violated any of the
provisions of Government Code Sections 1090 to 1098, inclusive. '

|1 further certify that there was no application other than from the claimant, nor any grant or payment received, for reimbursement

of costs claimed herein, and such costs are for a new program or increased Ievel of services of an existing program. All offsetting savings
and reimbursements set forth in the Parameters and Guidelines are identified, and all costs claimed are supported by source documentation
currently maintained by the claimant

The amounts for this Estimated Claim and/or Reimbursement Claim are hereby claimed from the State for payment of estimated and/or
actual costs set forth on the attached statements. I certify under penalty of perjury under the laws of the State of California that the
foregoing is true and correct. :

Signature of Authorized Officer Date

/‘)7'2\ /\\zw\mr/ Fol 1/n/;;(,,
). Tng McCauley , - Auditor-Controller
Typé’or Print Name Title
(38) Name of Contact Person for Claim ’ Telephoqe Number (213) 738-4665 Ext._
Leonard Kaye E-mail Address . [

Form FAM-27 (Revised 09/03)




COUNTY OF LOS ANGELES

FISCAL YEAR (FY) 2004-05 SB 90 CHAPTER 1747/84 -
SERVICES TO HANDICAPPED STUDENTS REIMBURSEMENT CLAIM

ATTACHMENT 2
ATTACHMENT 3

ATTACHMENT 4

ATTACHMENT 5
ATTACHMENT 6
ATTACHMENT 7
ATTACHMENT 8
ATTACHMENT 9
ATTACHMENT 10

TABLE OF CONTENTS

HDS-3 Claim Summary

HDS-4 Component/Activity Cost Detail

HDS-5 Component/Activity Cost Detail -

(Ofnitted ; no claimable costs for Due Process Proceedings)
HDS-6 Component/Activity Cost Detail

Supplemental Cost Report Data For Special Education Program
(FY 2004-05 Cost Report Form MH1912)

FY 2004-05 Final Allocation Worksheet

Supporting Worksheet For Cost Report Form MH1912
Offsettihg Revenue Worksheets

FY 2004-05 Indirect Cost Proposal (ICP)

FY 2004-05 Year End Indirect Cbst Rates by Program

FY 2004-05 MH 1966 Cost Report Forms




State Controller's Office v Mandated Cost Manual

MANDATED COSTS ' '~ FORM
SERVICES TO HANDICAPPED STUDENTS HDS -3
‘ CLAIM SUMMARY .
" Claimant. ’ (02) Type of Claim Fiscal Year:
_ Reimbursement
Los Angeles County . Estimated = [ ] 2004/2005

(03) Reimbursable Components _ ‘
Assessment of Individuals with Exceptional Needs

(a) Assessment: Interviews, Review of Records, Observations, Testing, etc.

(b) Residential Placement. IEP Reviews, Case Management, and Expanded |IEP ' . 0

(c) Related Services: Attendance at IEP meetings, Meetings with IEP Members
and Parents, and Review of Independent Assessment. 0
(d) Due Process Proceedings 0
(e) Administrative Costs  [From HDS-6 line (07)] | | 276,601
Mental Health. Treatment
(H  Treatment Services: Short-Doyle Program 28,544,988
» (g) Admlmstratwe Costs ‘ [me HDS-G line (07)] _ e ———E——— 2,746,638

(04) Sub—total for Assessment of Indlvtdual W|th Excepuonal Needs - [Sum of (03), lines (a) to (e)] : 2».353.466

(05) Less: Amount Received from Short-Doyle/Medi-Cal (FFP only) (Attachment 7a) 192,927
(06) Less: Amount Received from State Categorical Funding ' 0
. (07) Less: Amount Received from Other (identify) - Federal IDEA Funds (Attachment 7f) 1,099,786
(08) Total for Assessment of Indrvldual with Exceptlonal Needs [Line (04) minus the sum of lines (05) to (07)] 1,060,753

(09) Sub-TotaI for Mental Health Treatmem [Block (oa) lines (f) and (g)] 31,291,626
(10) Less: Non-Categorical State GeneralIRealignment Funds : V S 0
(11) Less: Amount Received from State Categorical Funding i ' 0
(12) Less: Amount Received from Short-Doyle/Medi-Cal (FFP only) (Attachment 7a) 6,569,210
(13) Less: Amount Received from Other (ldentify) '
’ - Federal Financial Participation share of Admin. Cost (Attachment 7a) 746,101 .

- State General Fund (SGF) from Early and Periodic Screening Diagnosis Treatment (EPSDT) :
and share of Admin Cost (Attachment 7b) 5,209,972
_ - Third Party Revenues and share of Admin. Cost (Attachment 7d) 6,350
- Case Management Out-Of-State Placement Adjustment - SB 90 Chapter 654 (Attachment 7e) : 593,655
- Federal Individuals with Disabilities Education Act (IDEA) Funds (Attachment 7f) 12,732,788

(14) Total Mental Heatth Treatment [Llne (09) minus the sum of lmes (10) to (13)] , - 5,433,550

(15) Total Clalmed Amount [Sum of line (08) and line (14)] . . 6,494,303

‘Rewsed 09/03




Tab §




State Controller's Office

CLAIM FOR PAYMENT
Pursuant to Government Code Section 17561
SERVICES TO HANDICAPPED‘ST[IDENTS

4

Mandated Cost Manual
LFor State Controller Use Only il

TG

(21) LRS Input

In accordance with the provisions of Government Code 17561, | certify that | am

(" [(01) Claimant Identification Number T Relmbursement Claim Data
L 9919 :
A (02) Claimant Name (22) FORM-1, (04)(AXg)
B Auditor-Controller .
E [County of Location (23) FORM-1, (04)(BXg) . 2,824,466
L County of Los les
| [Street Address or P.O. Box ‘ (24) FORM-1, (04)(CX9)
H 500 West Temple Street, Room 603 o
E |City State Zip Code {25) FORM-1, (04X(D}(g)
3 Los Angeles CA 90012
Type of Claim Estimated Claim Reimbursement Claim (26) FORM-1, (04XEXg) 15,504,568
(03) Estimated [____| [(09) Reimbursement -[A] [ X ] ((27) FORM-1, (04)F)Xg)
(04) Combined [____] |(10) Combined [ [(28) ForRM-1, (05) 2
(05)Amended || [(11) Amended {El (29) FORM-1, (07) 342,613
Fiscal Year of (06) (12) (30) FORM-1, (09)
Cost 2005/2006
Total Claimed (07) (13) (31) FORM-1, (10) 15,033,605
Amount $12,487,968
Less: 10% Late Penalty, but not to exceed (14) (32)
$1,000
Less: Estimated Claim Payment Received (15) (33)
$9,010,351
Net Claimed Amount (16) (34))
$0 $3,477,617 -
Due from State (35))
$0 $3,477,617
TR (36)
Due to State e
(37) CERTIFICATION OF CLAIM

the officer authorized by the local agency to file

mandated cost claims with the State of California for this program, and certify under penalty of perjury that | have not violated any

any of the provisions of Government Code Sections 1090 to 1098, inclusive.

I further certify that there was no application other than from the claimant, nor any grant or payment received, for reimbursement
of costs claimed herein, and such costs are for a new program or increased level of services of an existing program.
All offsetting savings and reimbursements set forth in the Parameters and Guidelines are indentified, and all costs claimed are

supported by source documentation currently maintained by the claimant.

The amounts for Estimated Claim and/or Reimbursement Claim are hereby claimed from the State for payment of estimated
and/or actual costs set forth on the attached statements. | certify under penalty of perjury under the laws of the State of

California that the foregoing is true and correct.

Signature of Authorized Officer

J. Tyler McCauley

Date

4/27(07

Aﬁditor-ControIler

Type or Print Name Title
(38) Name of Contact Person for Claim Telephone Number  (213) 974-8564  Ext.
Leonard Kaye

E-mail Address Ikaye@auditor.co.la.ca.us
Form FAM-27 (Revised 9/03) '

[A] See Schedule 1(a) for derivation of sum in Box (13). See schedule 1(b) for sums in Boses (22-31)




COUNTY OF LOS ANGELES
DEPARTMENT OF AUDITOR-CONTROLLER

KENNETH HAHN HALL OF ADMINISTRATION
500 WEST TEMPLE STREET, ROOM 603
LOS ANGELES, CALIFORNIA 80012-2766

PHONE: (213) 974-8321 FAX: (213)617-8106

J. TYLER McCAULEY
AUDITOR-CONTROLLER

April 27, 2007

Ms. Ginny Brummels

Local Reimbursement Section
Division of Accounting & Reporting
3301 C Street; Suite 500
Sacramento, CA 94250-5872

Dear Ms. Brummels:
Los Angeles County Claim — Fiscal Year 2005-06

Handicapped and Disabled Students Program Number 111
Claim Instruction Number 2006—32, Issued January 2, 2007

We herein submit the subject reimbursement claim in the amount of $12,487,968 for
payment. Under guidance provided by your office to Leonard Kaye, of my staff, on
April 24, 2007, we have combined all Program Number 111 claims for 2005-06. into
one claim as detailed on the attached schedule.

Leonard Kaye is available at (213) 974-8564 to answer any questions you or your
staff may have in this matter. Thank you.

Very truly yours,

J. Tyler McCauley
Auditor-Controller

Nee’ fog

Connie Yee, Chief
Accounting Division.

CYLK
Enclosures

“To Enrich Lives Through Effective and Cén'ng Service”



Consolidated
Program #

111 (a)

111(b)

Footnotes

‘Handicapped & Disabled (New) 2005-06

SCHEDULE 1(a)
County of Los Angeles Consolidated Claim
Handicapped and Disabled Students Program # 111
Claim Instruction No. 2006-32, Issued January 2, 2007

Fiscal Year 2005-06
/ Los Angeles Co. Depts. ~——eeess/
Consolidated Program Name Fiscal Year MH DCFS
Handicapped & Disabled (old) 2005-06 $8,849,926 (c) $0

264,301 (d) 3,373,741

Total [Program 111 for 2005-06] 9,1 14,227 3,373,741

Totals
8,849,926
3,638,042

12,487,968

(a) Claimed in accordance with Program 111 [Sérvices to Handicapped and Disabled Students] as revised/issued September, 2000. These instructions

excluded in-State Room and Board. See Tab "Amended 2005-06" for detailed amended claim information supporting $8,849,926 claimed.

(b) Claimed in accordance with Program 111 [Services to Handicapped and Disabled Students] as revised/issued January 2, 2007. These instructions
included in-State Room and Board. '

(c ) Reflects a reduction, filed as an amendment on 4/27/07, to correct the LAC-DMH Mode 60 Code [unit cost] from $120.93 to $106.76 which resulted

in a reduction of $160,425 from the original amount claimed of $9,010,351 on January 12, 2007 to the $8,849,926 claimed on 4127/07.

(d) As filed on 4/27/07, this is for new and allowable reimbursable "initial assessment of pupil” activities under Program 111(new) instructiohs issued 1/2/07.

(e)1 3INATIHOS




SCHEDULE 1(b)

State Controller's Office Mandated Cost Manual

_ ~ MANDATED COSTS FORM

HANDICAPPED AND DISABLED STUDENTS 1
CLAIM SUMMARY
(01) Claimant: (02) Type of Claim ' Fiscal -
Reimbursement . Year
County of Los Angeles / Consolidated [_—__I
Estimated 2005/2006
‘ (03) Department
Direct Costs Object Accounts _
1(04) Reimbursable (@ () (c) (D) (e) U] (9)
Components Materials Contract Fixed
Salaries Benefits and Services Assets Travel Total
Supplies

A. Renew Interagency Agreement .
B. Initial Assessment of Pupil 2,824,466 2,824,466
C. Poarticipation in IEP Team
D. Lead Case Manager
E. Out-of-Home Residential Care 15,504,568 15,504,568
F. Due Process Hearings
(05) Total Direct Costs | 18,329,034 18,329,034 |

Cost Reduction

Indirect Costs

{06) Indirect Cost Rate See aMM FY 2004/2005 Indirect Cost kate Schedule (Attachment I} 1.8692%
(07) Total Indirect Costs [Line (06) x line (05)(a)] or [Line (06) x {ne (05)(a) + fine (O5)(b)}} 342,613
{08) Total Direct and Indi_rect Costs [Line (05)(g) + line (07)]

18,671,647

(09) Less: Offsetting Savings

o g — e

{10) Less: Other Reimbursements See detail on Attachment 1, page 1

15,033,605

(11) Total Claimed Amount * See Attachment 1

{ines (08) - {iine (09) + line (10}})

3,638,042

Revised 01/07




State Controller's Office » - Mandated Cost Manual

Fmor o N

CLAIM FOR PAYMENT _ | For State Controller Use Only
" Pursuant to Government Code Section 17561 1(19) Program'emw le
SERVICES TO HANDICAPPED STUDENTS (20) Date Fi MATE SN -
: (21)LRSInput /I
(01) Claimant Identification Number “YReimbursement Claim Data
9919
(02) Claimant Name (22) HDS-1, (03)a)
Auditor-Controller
County of Location _ : (23) HDS-1, (03Xb)
_~County of Los Angeles .
Street Address or P.O. Box (24) HDS-1, (03)c)
H 500 West Temple Street, Room 603
E [City _ State Zip Code (25) HDS-1, (04){1){d)
R | LosAngeles CA ' 90012
Type of Claim Estimated Claim Reimbursement Claim (26) HDS-1, (04)(2)(d)
(03) Estimated (09) Reimbursement [ _X_| [(27) HDS-1, (04)(3)d) -
(04) Combined [ ] [(10) Combined [] [28)HDs-1, (04)4)(q)
(05)Amended [ | [(11) Amended | | {(29) HDS-1, (04)(5)(d)
Fiscal Year of (06) (12) (30) HDS-1, (06)
Cost 2006/2007 2005/2006 -
Total Claimed (07) (13) H31) HDS-3, (05) 4 392,269
Amount - $9,911,386 $9,010,351 /
Less: 10% Late Penalty, but not to exceed (14) _ (32) HDS-3, (06)
$1,000
Less: Estimated Claim Payment Received (15) (33) HDS-3, (07) 1,583,547
$4,967,402
Net Claimed Amount (16) (34) HDS-3, (09) 26,536,393
$9,911,386 $4,042,949
Due from State 7 (35) HDS-3, (10)
$4,042,949
(18) . (36)
Due to State

(37) CERTIFICATION OF CLAIM

In accordance with the provisions of Government Code 17561, | certify that | am the officer authorized by the local agency to file
mandated cost claims with the State of California for this program, and certify under penaity of perjury that | have not violated any
any of the provisions of Government Code Sections 1090 to 1098, inclusive.

{ further certify that there was no application other than from the claimant, nor any grant or payment received, for reimbursement
of costs claimed herein, and such costs are for a new program or increased level of services of an existing program.

Al offsetting savings and reimbursements set forth in the Parameters and Guidelines are indentified, and all costs claimed are
supported by source documentation currently maintained by the claimant.

The amounts for Estimated Claim and/or Reimbursement Claim are hereby claimed from the State for payment of estimated
and/or actual costs set forth on the attached statements. | certify under penalty of perjury under the laws of the State of
California that the foregoing is true and correct.

Signature of Aythorized Officer Date
N e o s \ i |67
O "V = 1
J. Tyler McCauley ' Auditor-Controller
Type or Print Name Title
(38) Name of Contact Person for Claim Telephone Number (213) 974-8564  Ext.
Leonard Kaye - lag
E-mail Address Ikaye@auditor.mz

Form FAM-27 (Revised 9/03)




COUNTY OF LOS ANGELES

| | FISCAL YEAR (FY) 2005-06 SB 90 CHAPTER 1747/84
'SERVICES TO HANDICAPPED STUDENTS REIMBURSEMENT CLAIM

ATTACHMENT 1
- ATTACHMENT 2
~ ATTACHMENT 3

'ATTACHMENT 4

ATTACHMENT 5

ATTACHMENT 6

ATTACHMENT7
ATTACHMENT 8

ATTACHMENT 9
ATTACHMENT 10

TABLE OF CONTENTS

FAM-27 Claim Form

. HDS-S‘CIaim Summaky

HDS-4 Component/Activity Cost Detail

HDS-5 Component/Activity Cost Detail = -

(Omltted no clalmable costs for Due Process Proceedlngs)
HDS-6 ComponentlActlvlty Cost Detail

Supplemental Cost Report Data For Special Educatlon Program -

(FY 2005-06 Cost Report Form MH1912) _

FY 2005-06 Final Allocation Worksheet

Supportmg Worksheet For Cost Report Form MH1912 :
Offsetting Revenue Worksheets

FY 2005-06 Indirect Cost Proposal (ICP)

FY 2_00'5-06 Year End Indirect Cost Rates by Program

FY 2005-06 MH 1966 Cost Report Forms




State Controller's Office

Mandated Cost Manual

(03) Reimbursable Components
Assessment of Individuals with-ExéeptIonal Needs
(a) Assessment: Interviews, Review of Records, Observations, Testing, etc.
(b) Residential Placement: |EP Reviews, Case Management, and Expanded IEP

(c) ~ Related Services: Attendance at IEP meetings, Meetings with IEP Members
and Parents, and Review of Independent Assessment.

(d) Due Process Proceedings »
~ (e) Administrative Costs [From HDS-6 line (07)]

Mental Health Treatment

(i Treatment Services: Short-Doyle Program

(9) diistrativ Costs [From HDS-6 line (07)] '

(04) Sub-total for Assessment of Individual with Exceptional Needs  [Sum of (03), lines (a) o (e)]

MANDATED COSTS FORM
SERVICES TO HANDICAPPED STUDENTS HDS -3
CLAIM SUMMARY
Claimant: (02)  Type of Claim : Fiscal Year:
_ Reimbursement
Los Angeles County : Estimated [ ' | 2005/2006

2,958,020

o -

0
0
361,162

24,379,654
_ 2,156,739 |

3,319,182
(05) -Less: Amount Received from Short-Doyle/Medi-Cal (FFP only) (Attachment 7a) 392,269
(06) Less: Amount Received from State Categorical Funding 0
(07) Less: Amount Received from Other (Identify) - Federal IDEA Funds (Attachment 71) 1,583,547

(09) Sub—TotaI for Mental Health Treatment [Block (03), lines (f) and (g)]

‘ {08) Total for Assessment of Individual with Exceptlonal Needs [Lme (04) minus the sum of lines (05) to (07)]

L3308

26,536,393
(10) Less: Non-Categorical State General/Realignment Funds 0
(11) Less: Amount Received from State Categorical Funding 0
(12) Less: Amount Received from Short-Doyle/Medi-Cal (FFP only) (Attachment 7a) 4,733,002
(13) Less: Amount Received from Other (Identify) '

" - Federal Financial Participation share of Admin. Cost (Attachment 7a) 604,736

- State General Fund (SGF) from Early and Periodic Screening Diagnosis Treatment (EPSDT)
and share of Admin Cost (Attachment 7b) 3,890,785
- Third Party Revenues and share of Admin. Cost (Attachment 7d) 1,208
- Case Management Out-Of-State Placement Adjustment - SB 80 Chapter 654 {Attachment 7e) 637,397
- Federal Individuals with Disabilities Education Act (IDEA) Funds (Attachfnent /] 9,002,280

(14) Total Mental Health Treatment [Lme (09) minus the sum of lines (10) to (13)]

7,666,985

(1 5) Total Clalmed Amount [Sum of line (08) and line (14)]

9,010,351

Revised 09/03
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Claim of:

County of Santa Clara,

BEFORE THE
COMMISSION ON STATE MANDATES
STATE OF CALIFORNIA

No. CSM-4282

Chapter 1747, Statutesiof 1984

Chapter 1274, Statutes of 1985

Title 2, Div. 9, Sections 60000
through 60200, California Code

of Regulations

Handicapped and Disabled
Students

Claimant

L N i )

DECISION

The attached Proposed Statement of Decision of the Commission

on State

Mandates

Mandates 1is hereby adopted by the Commission on State

as its decision 1in the above-entitled matter.

This Decision shall become effective on April 26, 1990.

IT IS SO

WP0363h

ORDERED April 26, 1990.

i
Fgﬂ&’§r~Buenréstr4;
h

Vice- irperson
Commission on State Mandates




BEFORE THE
COMMISSION ON STATE MANDATES
STATE OF CALIFORNIA

Claim of

‘No. CSM-4282
COUNTY OF SANTA CLARA,

R . L )

Claimant

PROPOSED DECISTION

On December 1, 1988, in Sacramento, California, Keith A. Levy,
Administrative Law Judge, Office of Administrative Hearings,

State of California, heard this matter. Harlan E. Van Wye,
Deputy Attorney  General, represented the California State
Departments of Finance, Education, and Mental Health. Susan A.

Chapman, Deputy County Counsel, represented the County of Santa
Clara.

Evidence was received and the record remained open for the
submission of post hearing briefs. The opening brief from the
State of California was received on January 30, 1989. The
opening brief from the County of Santa Clara was received on
January 30, 1989. Reply briefs were received from the State of
California and the County of Santa Clara on February 27, 1989.
The matter was thereupon submitted.

On November 30, 1989, in Sacramento, California, the Commission
on State Mandates ("Commission") heard this matter. Harlan E.
Van Wye, Deputy Attorney General, represented the California
State Departments of Finance, Education, and Mental Health.
Susan A. Chapman, Deputy County Counsel, represented the County
of Santa Clara.




- -

I. ISSUES

Do the ©provisions of Chapter 1747, Statutes of 1984,
Chapter 1274, Statutes of 1985, and Title 2, Division 9,
sections 60000 through 60200, of the California Code of
Regulations, require counties to implement a new program Or
provide a higher level of service in an existing program within
the meaning of Government Code section 17514 and section 6,
article XIIIB of the California Constitution? If so, are the
‘counties entitled to reimbursement under the provisions of
section 6, article XIIIB of the Caljifornia Constitution?

IT. FACTS

A. Background

The County of Santa Clara filed a Test Claim with the
Commission under the ©provisions of the Government Code
commencing with section 17500. Santa Clara County alleges that
Chapter 1747, Statutes of 1984 and Chapter 1274, Statutes
of 1985, and Title 2, Division 9, sections 60000 through 60200,
of the California Code of Regulations, relating to the
provision of certain mental health services for handicapped and
disabled students, 1impose a reimbursable state mandated program
on the County within the meaning of section 6, Article XIIIB of
the California Constitution and Government Code section 17514,

On January 28, 1988, this matter was referred to the Office of
Administrative Hearings by the Commission for a hearing.

After a prehearing conference, the parties, at the suggestion
of the Administrative Law Judge, arrived at a "Joint Statement
of Facts??, by which the matter was submitted.

. The following facts are based upon the "Joint Statement of
Facts" to extent that they are pertinent in the Commission$
determination of a reimbursable state mandated program.

The fundamental component of federal law prohibiting
discrimination against handicapped individuals in any program
receiving federal funds was enacted by Congress- in 1973 as
Public Law 93-112, Title V, section 504 (codified at Title 29
U.S. Code . section 794). "Section 504" requires the
promulgation of regulations by each agency of the federal
government as may be necessary to carry out the provisions of
section 504 and other laws providing protection to the
handicapped. At least 23 federal agencies and departments have
promulgated "504 regulations.”
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In 1976, the "Education for All Handicapped Children Act",
20 U.S.C. section 1400 et seq. ("EHA") was enacted. Shortly
thereafter, "504 regulations" were enacted (now recodified as
34 Code of Federal Regulations, Part 104) which require that
recipients of federal funding which operate a public or
elementary or secondary education program "...provide a free
appropriate public education to each qualified handicapped
person who 1is in the recipient% jurisdiction, regardless of

the nature or severity of the persons handicap." 34 C.F.R.
Part 104.33. The EHA and its implementing regulations,
34 C.F.R. section 300.1 et seq., establish procedural and
substantive standards for educating handicapped students. The

EHA also incorporates by reference state substantive and
procedural standards concerning the education of handicapped
students. 20 U.S.C. section 1401(18); 34 C.F.R.
section 300.4. In order to receive federal funds, a state must
adopt a plan specifying how it will comply with federal
requirements. 20 U.S.C. sections 1412 and 1414(a).

Under the EHA, handicapped children are guaranteed the right to
receive a free appropriate public education which emphasizes
special education, and related services designed to meet their
unique educational needs. 20 U.S.C. sections 1400(c) and
1412.

"Special education" means specially designated instruction to
meet the wunique needs of a handicapped child, including
classroom instruction and instruction in physical education, as
well as home instruction and instruction in hospitals and
institutions. 20 U.S.C. section 1401(a) (16).

"Related services" are defined by statute to include
transportation and such developmental, corrective, and other
supportive supplemental services as may be required to assist a
handicapped child to benefit from special education. 20 U.S.C.
section 1401(a) (17). Supportive services include speech
pathology and audiology, psychological services, physical and
occupational therapy, recreation, counseling  services, and
limited medical services. Related services are to be provided
at no cost to parents or children. If placement in a public or
private residential program is necessary to provide special
education and related services to a handicapped child, the
program, including non-medical care and room and board, must be
at no cost to the parents of the child. 34 C.F.R.
section 300.302.

"Handicapped children" are defined as children who are mentally
retarded, hard of hearing, deaf, speech or language impaired,
visually handicapped, seriously emotionally disturbed,
orthopedically impaired, or health impaired, or children with
specific learning disabilities, who by reason .thereof require
special education and related services. 20 U.S.C.
section 1401(1).




The EHA provides a specific mechanism for insuring that
handicapped children receive a free appropriate public
education: the Individualized Education Program ("IEP"). The
IEP is a written statement for a handicapped child that is
developed and implemented in accordance with federal  IEP
regulations. 34 C.F.R. section 300.340; 34 C.F.R.
section 300.346. The state educational agency of a state
receiving federal funding must insure that each public agency
develops and implements an IEP for each of its handicapped
children. 34 C.F.R. section 300.341.

The IEP process begins when a child is identified as possibly
being handicapped. He or she must be evaluated in all areas of
suspected handicaps by a multidisciplinary team, which includes
a teacher or specialist with knowledge in the area of suspected

disability. Parents also have the right to obtain an
independent assessment of their child by a qualified
professional. School districts are required to consider the

independent assessment as part of their educational planning
for the pupil.

If it is determined that the child is handicapped within the
meaning of EHA, an IEP meeting must take place. Participants
in the IEP meeting (the "IEP team") include a representative of
the local educational agency ("LEA"), the child's teacher, one
or both of the child's parents, the child 1if appropriate, and
other individuals, at the discretion of the parent or agency.
34 C.F.R. section 300.344.

The written IEP is an educational prescription which includes
statements of the child's present levels of educational
performance, annual goals (including short term instructional
objectives), and specific special education and related
services to be provided to the child and the setting in which
the services will be provided, along with the projected dates
for initiation of services and the anticipated duration of the
services. It also includes appropriate objective <criteria,
evaluation procedures and schedules for determining, on at
least an annual basis, whether the short term instructional
objectives are being achieved. 20 U.S.C. section 1414(a) (5);
34 C.F.R. sections 300.340-349. This document serves as a
commitment of resources necessary to enable a handicapped child
to receive needed special education and related services, and
becomes -- a - management tool, a compliance and monitoring
document, and an evaluation device to determine the extent of
the child's progress.

Each public agency must have an IEP in effect at the beginning
of each school year for every handicapped child who is
receiving special education from that agency. The IEP must be
in effect before special education and related services are




provided, and special education and related services set out in
a child's IEP must be provided as soon as possible after the
IEP is finalized. 34 C.F.R. section 300.342. Meetings must be
conducted at least once a year to review and, if necessary, to
revise each handicapped child's IEP. More frequent meetings
may take place if needed.

In response to the EHA, California adopted a state plan and
enacted a series of statutes and regulations designed to comply
with  federal law. Education Code section 56000 et  sedq.;
Government Code section 7570 et seqg.: Title 2, California: Code
of Regulations section 60000 et seq.: and Title 5 California
Code of Regulations section 3000 et seq.

The responsibility for supervising education and related
services for handicapped children was delegated to the
Superintendent of Public Education. Government Code

section 7561; Education Code section 56135.

In California, public education services are directly delivered
through LEAs throughout the state. The legislation that is the
subject of this Test Claim shifted certain IEP responsibilities
from LEAs to county mental health programs.

Chapter 797 of the Statutes of 1980 added Part 30 (commencing
with section 56000) to Division 4 of Title 2 of the Education
Code to set forth the basic California IEP process for
identifying special education children and providing special
education and related services necessary for an "individual
with exceptional needs" to benefit from a free appropriate
public education.

An "individual with exceptional needs" is defined in Education
Code section 56026 and includes those individuals in need of
mental health services.

Before July 1, 1986, LEAs, i.e., school districts and county
offices of education, were responsible for the education of
special education students, including the provision of related
services necessary for the individual to benefit from
education. These responsibilities for identifying and
assessing individuals with suspected handicaps, as well as the
responsibility for providing related services, includes mental
health  services required in individual IEPs. LEAs were
financially responsible for the provision of mental health
services required in the IEP.

///
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B. Legislation That TIs The Subiject To This Test Claim and
Other Relevant Statutes

Chapter 1747 of the Statutes of 1984 added Chapter 26,
commencing with section 7570, to Division 7 of Title 1 of the
Government Code and amended section 11401 of the Welfare and
Institutions Code, relating to minors.

Chapter 1274 of the Statutes of 1985 amended sections 7572,
7572.5, 1575, 7576, 7579, 7582, and 7587 of, amended and
repealed 7583 of, added section 7586.5 and 7586.7 to, and
repealed 7574 of, the Government Code, amended sections 5651,
10950, and 11401 and added Chapter 6, commencing with
section 18350, to Part 6 of Division 9 of the Welfare and
Institutions Code, relating to minors, and made an
appropriation therefor.

Government Code section 7571 requires the Secretary of Health
and Welfare to designate a single agency in each county to
coordinate the service responsibilities described in Government
Code section 7572.

Government Code section 7576 provides that any community mental
health service designated by the State Department of Mental
Health shall be responsible for the provision of psychotherapy
or other mental health services, as defined by Division 9,
Title 2, California Code of Regulations, when required in an
individual's IEP.

Section 60040, Title 2, California Code of Regulations,
implements Government Code section 7572 and states that a
responsible LEA preparing an 1initial assessment plan in
accordance with section 56320 et seq. of the Education Code
may, with parental consent, refer the person suspected of being
an "individual with exceptional needs"™ to the local mental
health program to determine the need for mental health services
when certain conditions have been satisfied. Following that
referral, the local mental health program shall be responsible
for reviewing the educational information, observing, if
necessary, the individual in the school environment, and
determining if mental health assessments are needed. The local
mental health program shall provide to the IEP team a written
assessment report in accordance with Education Code
section 56327.

If the written assessment report in accordance with Education
Code section 56327 indicates that mental health services are to
be provided in an individual's IEP, section 60050, Title 2,
Code of California Regulations, requires that the following
shall be included in the individual's IEP: a description of
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the mental health services to be provided: the goals and
objectives of the mental health services, with appropriate
objective criteria and evaluation procedures to determine
whether objectives are being achieved: and initiation,
frequency, and duration of the mental health services to be
provided to the individual.

If the written assessment report in accordance with Education
Code section 56327 indicates that the "individual with
exceptional needs" is classified as “seriously emotionally
disturbed" and * any member of the IEP team  recommends
residential placement based on relevant assessment information,
Government Code section 7572.5, subdivision (a), requires the
expansion of the IEP team to include a representative of the
county mental health department.

The expanded IEP team, pursuant to Government Code
section 7572.5, subdivision (b), requires the expanded IEP team
to review the mental health assessment and determine whether
the individual's needs can be reasonably met through any
combination of nonresidential services, and whether residential
services will enable the individual to benefit from educational
services, and whether residential services are available which
will address the individual's needs and ameliorate the
conditions leading to the "seriously emotionally disturbed"
designation. The provisions of Government Code section 7572.5,
subdivisions (a) and (b), required, for the first time, the
expansion of the IEP team to include county personnel as a
member.

Section 60100, Title 2, California Code of Regulations,
implements Government Code section 7572.5, subdivisions (a)
and (b).

Government Code section 7572.5, subdivision (c) (1), provides
that if the IEP requires residential placement, the county
mental health department shall be designated as the lead case
manager. Lead case management responsibility may be delegated
to the county welfare department by agreement between the
county welfare department and the county mental health

department. However, the county mental health department shall
retain financial responsibility for provision of case
management services. The provisions of Government Code

section 7572.5, subdivision (c¢)(2), require the IEP to include
provisions for review of case progress, of the continuing need
for residential placement, of the compliance with the IEP, of
the progress toward ameliorating the "seriously emotionally

disturbed" condition, and 1identification of an appropriate
residential facility for placement. There must be a review by
the full IEP team every six months. The provisions of

Government Code section 7572.5, subdivision (e¢)(1l), required
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the county personnel department, for the first time, to assume
a lead case management role in the IEP process when it is
determined that the "individual with exceptional needs" is
"seriously emotionally disturbed" and requires residential
placement.

Section 60110, Title 2, California Code of Regulations,
implements section 7572.5, subdivision (c), of the Government
Code.

The law pertaining to the funding, organization, and operation
of community mental health services in California, known as the
"Short-Doyle Act", 1s contained almost exclusively in Part 2
(commencing with section 5600) of Division 5 of the Welfare and
Institutions Code. The Short-Doyle Act was enacted in 1979 to
organize and finance community mental health services for the

mentally disordered in every county through locally
administered and locally controlled community mental health
programs. Before that time, state hospitals played a large
role in the ©provision of mental health services. The

Short-Doyle Act was a step 1in the de-institutionalization of
the mentally 1ill.

The Short-Doyle Act was intended to efficiently utilize state
and local resources, to integrate state-operated and community
programs into a unified mental health system, to ensure
appropriate utilization of all mental health professions, to
provide a means for local government participation in
determining the need for and allocation of mental health
resources, to establish a uniform ratio of local and state
government responsibility for financing mental health services,
and to provide a means for allocating state mental health funds
according to community needs.

The goals of Short-Doyle community mental health programs are
threefold: to assist persons who are institutionalized because
of mental disorder, or who have a high risk of becoming so, to
lead lives which are as normal and independent as possible; to
assist persons who experience temporary psychological problems
which disrupt normal living to return as quickly as possible to
a level of functioning which enables them to cope with their
problems; and to prevent serious mental disorders and
psychological problems. Welfare and Institutions Code
section 5600.

Short-Doyle services are to be provided through community
mental health services covering an entire county, or counties,
established by the Board of Supervisors of each county.
Welfare and Institutions Code section 5602. In most counties,
the community mental health service area is the county, and the
local mental health agency is an agency of the county.




Generally, each county is required under the Short-Doyle Act to
develop and adopt a mental health plan annually specifying
services to be provided in county facilities, 1in state
hospitals, and through private agencies. Welfare and
Institutions Code section 5650.

Welfare and Institutions Code section 5651 requires a
programmatic description of each of the services to be provided
in a ,county’s annual Short-Doyle plan. Welfare and

Institutions Code section 5651, subdivision (g), requires the
county Short-Doyle annual plan to include a description of the
services required by Government Code sections 7571 and 7576,
including the cost of those services.

Welfare and Institutions Code section 5705 states that the net
cost of all services specified in the approved county
Short-Doyle plan shall be financed under the Short-Doyle
program on the basis of ninety (90) percent state funds and
ten (10) percent county funds, and the cost of the services
shall be the actual cost or a negotiated net amount or rates
approved by the Director of the Department of Mental Health.

The Budget Act of 1986 allocated $2'000,000 to the State
Department of Mental Health for assessments, treatment, and
case management services, and made available for transfer from
the State Department of Education to the State Department of
Mental Health an additional $2,700,000 for assessments and
mental health treatment services for IEP individuals.
Item 4440-131-001, Chapter 186, section 2.00, Statutes of 1986;
Chapter 1133, section 3, Statutes 1986.

Additional amounts were to be transferred from the State
Department of Education to the State Department of Mental
Health if reports of LEAs indicated higher costs during Fiscal
Year 1985-86 for services that are the subject of this Test
Claim. Relatively low figures were reported initially. The
Auditor General's Report showed wide discrepancies among school
districts in the manner in which they reported their costs, and
it was determined by the State Auditor General that the figures
submitted were unreliable. (Report by the Office of the
Auditor General, April 1987, P-640)

County of Santa Clara alleged that it has incurred costs in
excess-of $200.00 as a result of the legislation that is the
subject of this Test Claim.




I1I. FINDINGS

Based upon the above facts and evidence both oral and
documentary having been introduced, in order to determine
whether the legislation that is the subject of this Test Claim
imposes costs mandated by the state as defined by Government
Code section 17514 and are subject to the reimbursement
requirements of section 6, article XIIIB, of the California
Constitution, the Commission finds the following:

It was found that the legislation that is the subject af this
test claim shifted certain IEP responsibilities, which were
previously performed by LEAs, to local mental health programs.

It was found that section 60040, Title 2, California Code of
Regulations, requires, for the first time, that the local
mental health programs shall provide to the IEP team a written
mental health assessment report, in accordance with Education
Code section 56327, on the need for mental health services.
The local mental health program is required to provide such
report whenever an LEA refers an individual suspected of being
an "individual with exceptional needs" to the local mental
health department.

It was found that Government Code section 7572.5,
subdivisions (a) and (b), requires, for the first time, that
the IEP team be expanded to include mandatory participation by
county personnel. This mandatory participation by county
personnel 1is required when the written mental health assessment
report provided by the local mental health program determines
that an "individual with exceptional needs" 1is "seriously
emotionally disturbed", and any member of the IEP team
recommends residential placement based upon relevant assessment
information.

It Was found that Government Code section 1572.5,
subdivision {(c), designates, for the first time, that the 1local
mental health program shall act as the lead case manager when
the IEP prescribes residential placement for an "individual
with exceptional needs" who 1is "seriously emotionally
disturbed?

It was found that the following requirements of a local mental
health program are not subject to the provisions of the

Short-Doyle Act, Welfare and Institution Code section 5600
et seq.:

(i) the preparation of a written mental health assessment
report pursuant to section 60040, Title 2, Code of
California Regulations,
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(ii) the participation on the expanded IEP team pursuant to
Government Code section 7572.5, subdivisions (a) and

(b) , and

(iii) the role as lead case manager, pursua