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FILING A CLAIM 
 

1. Introduction 

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

A reimbursement claim is defined in GC Section 17522 as any claim filed with SCO by a local 
agency for reimbursement of costs incurred for which an appropriation is made for the purpose of 
paying the claim. An actual claim for the 2008-09 fiscal year, may be filed by February 16, 2010, 
without a late penalty. Claims filed after the deadline will be reduced by a late penalty of 10%, not to 
exceed $10,000. Amended claims filed after the deadline will be reduced by 10% of the increased 
amount not to exceed $10,000 for the total claim. Claims filed more than one year after the deadline 
will not be accepted by the SCO. 

In order for a claim to be considered properly filed, it must include documentation to support the 
indirect cost rate. A full discussion of the indirect cost methods available to local agencies may be 
found in Section 8 of these instructions.   

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

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

These claiming instructions are issued to help claimants prepare paper, and electronic mandated 
cost claims, for submission to SCO. These instructions are based upon the State of California 
statutes, regulations, and parameters and guidelines (P’s & G’s) adopted by the Commission.  
Since each mandate is administered separately, it is important to refer to the specific program for 
information relating to established policies on eligible reimbursable costs. 

2.       Local Government Electronic Claims (LGeC) 

          LGeC enables claimants and their consultants to securely prepare and submit mandated cost 
claims via the Internet.  LGeC uses a series of data input screens to collect the information needed 
to prepare a claim and also provides a web service so claims can be uploaded in batch files.  
LGeC also incorporates an attachment feature so claimants can electronically attach supporting 
documentation if required.  In order for a claim to be considered properly filed it must included a 
copy of the Indirect Cost Rate Proposal (ICRP) if the indirect cost rate exceeds ten percent.   

The LGeC system provides an easy and straightforward approach to the claiming process. Filing 
claims using LGeC eliminates the manual preparation and submission of paper claims by the 
locals and the receiving, processing, key entry, verification, and storage of paper claims by the 
SCO. LGeC also provides mathematical checks and automated error detection to reduce 
erroneous and incomplete claims, provides the state with an electronic workflow process, and 
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stores the claims in an electronic format. Making the change from paper claims to electronic claims 
reduces the manual handling of paper claims and decreases the costs incurred by local entities for 
handling, postage, and storage of claims filed using the LGeC system. 

In order to use the LGeC system you will need to obtain a user ID and password for each person  
who will access the LGeC system. To obtain a User ID and password you must file an application 
with the SCO. The application and instructions are available on the LGeC Web site located at 
http://www.sco.ca.gov/ard_lgec.html. Complete the application and other documents as requested 
and mail them to the SCO using the address provided on the form. The SCO will process the 
application and issue a User ID and password to each applicant.  

In addition, you may want to subscribe to an email distribution list to automatically receive timely, 
comprehensive information regarding mandated cost claim receipts, payments, test claims, 
guidelines, electronic claims, and other news and updates. You also will receive related audit 
reports and mandate information disseminated by other state agencies. 

You can find more information about LGeC and the email distribution lists at 
http://www.sco.ca.gov/ard_lgec.html. This Web site provides access to the LGeC system, an 
application for User ID’s and passwords, an instructional guide, frequently ask questions (FAQ’s) 
and additional help files. Questions may be directed to LRSDAR@sco.ca.gov, or you may call 
Local Reimbursements Section, Local Government e-Claims at (916) 324-5729.   

3. Types of Claims 

Claimant may file a reimbursement claim for actual mandated costs incurred in the prior fiscal year. 
An entitlement claim may be filed for the purpose of establishing a base year entitlement amount 
for mandated programs included in SMAS. A claimant who has established a base year 
entitlement for a program would receive an automatic annual payment, which is reflective of the 
current costs for the program. 

All claims received by the SCO will be reviewed to verify actual costs. An adjustment of the claim 
will be made if the amount claimed is determined to be excessive, improper, or unreasonable.  

A. Reimbursement Claim 

A reimbursement claim is defined in GC Section 17522 as any claim filed with the SCO by a 
local agency for reimbursement of costs incurred for which an appropriation is made for the 
purpose of paying the claim.  

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

Annual ongoing reimbursement claims must be filed by February 15th following the fiscal year 
in which costs were incurred for the program.  Claims for fiscal year 2008-09 will be accepted 
without late penalty if postmarked or delivered on before February 16th, 2010.  Claims filed after 
the deadline will be reduced by a late penalty of 10%, not to exceed $10,000. However, initial 
reimbursement claims will be reduced by a late penalty of 10% with no limitation. Amended 
claims filed after the deadline will be reduced by 10% of the increased amount not to exceed 
$10,000 for the claim.  Claims filed more than one year after the deadline will not be accepted 
for reimbursement.  

In order for a claim to be considered properly filed, it must include the Indirect Cost Rate 
Proposal (ICRP) to support the indirect cost rate if the indirect cost rate exceeds ten percent. A 
more detailed discussion of the indirect cost methods available to local agencies may be found 
in Section 2, Filing a Claim, Page 11 of these instructions.  
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B. Entitlement Claim 

An entitlement claim is defined in GC Section 17522 as any claim filed by a Local Agency with 
the SCO for the sole purpose of establishing or adjusting a base year entitlement for a 
mandated program that has been included in SMAS. An entitlement claim should not contain 
nonrecurring or initial start-up costs. There is no statutory deadline for the filing of entitlement 
claims. However, entitlement claims and supporting documents should be filed by February 15, 
following the third fiscal year used to develop the entitlement claim, to permit an orderly 
processing of claims. When the claims are approved and a base year entitlement amount is 
determined, the claimant will receive an apportionment reflective of the program's current year 
costs.  

The automatic apportionment is determined by adjusting the claimant’s base year entitlement 
for changes in the IPD of costs of goods and services to governmental agencies, as determined 
by the State Department of Finance. For programs approved by CSM for inclusion in SMAS on 
or after January 1, 1988, the payment for each year succeeding the three year in base period is 
adjusted according to any changes by both the IPD and average daily attendance (ADA). 

SCO will perform this computation for each claimant who has filed claims for three consecutive 
years. If a claimant has incurred costs for three consecutive years but has not filed a claim in 
each of those years, the claimant may file an entitlement claim, form FAM-43, to establish a 
base year entitlement. The form FAM-43 is included in the claiming instructions for SMAS 
programs.  An entitlement claim does not result in the claimant being reimbursed for the costs 
incurred, but rather entitles the claimant to receive automatic payments from SMAS. Annual 
apportionments for programs included in the system are paid on or before November 30 of 
each year.  

4. Minimum Claim Amount 

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

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

5. Filing Deadline for Claims 

Pursuant to GC Section 17561(d) initial reimbursement claims (first time claims) for reimbursement 
of costs of a previously unfunded mandated program must be filed within 120 days from the date 
SCO issues the claiming instructions for the program. 
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When paying a timely filed claim for initial reimbursement, the Controller shall withhold 20 percent 
of the amount of the claim until the claim is audited to verify the actual amount of the mandated 
costs.  

All initial reimbursement claims for all fiscal years required to be filed on their initial filing date for a 
state-mandated local program shall be considered as one claim for the purpose of computing any 
late claim penalty. 

Any claim for initial reimbursement filed after the filing deadline shall be reduced by 10 percent of 
the amount that would have been allowed had the claim been timely filed. The Controller may 
withhold payment of any late claim for initial reimbursement until the next deadline for funded 
claims unless sufficient funds are available to pay the claim after all timely filed claims have been 
paid. 

In no case may a reimbursement claim be paid if submitted more than one year after the filing 
deadline specified in the Controller’s claiming instructions on funded mandates. 

Pursuant to GC Section 17560, annual reimbursement claims (recurring claims) for costs incurred 
during the previous fiscal year must be filed with SCO and postmarked on or before February 15th 
following the fiscal year in which costs were incurred. Claims for fiscal 2008-09 will be accepted 
without penalty if postmarked or delivered on before February 16, 2010.  

If the annual reimbursement claim is filed after the deadline, but within one year of the deadline, the 
approved claim must be reduced by a 10% late penalty, not to exceed $10,000.  Amended claims 
filed after the deadline will be reduced by 10% of the increased amount not to exceed $10,000 for 
the total claim. Claims filed more than one year after the deadline cannot be accepted for 
reimbursement. 

Entitlement claims do not have a filing deadline. However, entitlement claims should be filed by 
February 15th to permit orderly processing of the claims. 

6. Payment of Claims 

In order for the SCO to authorize payment of a claim, the Certification of Claim, form FAM-27, must 
be properly filled out, signed, and dated by the entity's authorized officer. When using the LGeC 
system the logon id and password of the authorized officer is used for the signature and is applied 
by the LGeC system when the claim is submitted. Pursuant to GC 17561(d), reimbursement claims 
are paid by October 15 or sixty days after the date the appropriation for the claim is effective, 
whichever is later. In the event the amount appropriated by the Legislature is insufficient to pay the 
approved amount in full for a program, claimants will receive a prorated payment in proportion to 
the amount of approved claims timely filed and on hand at the time of proration. 

A claimant is entitled to receive accrued interest at the pooled money investment account rate if the 
payment was made more than 60 days after the claim filing deadline or the actual date of claim 
receipt, whichever is later. For an initial claim, interest begins to accrue when the payment is made 
more than one year after the adoption of the program’s statewide cost estimate. SCO may withhold 
up to twenty percent of the amount of an initial claim until the claim is audited to verify the actual 
amount of the mandated costs. 

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

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

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

2. The cost is allocable to a particular cost objective identified in the P’s & G’s. 

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

The SCO has identified certain costs that, should not be claimed as direct program costs unless 
specified as reimbursable under the program’s P’s & G’s.  These costs include, but are not limited 
to, subscriptions, depreciation, memberships, conferences, workshops, general education, and 
travel costs.  

7. State Mandates Apportionment System (SMAS) 

Chapter 1534, Statutes of 1985, established SMAS, a method of paying certain mandated 
programs as apportionments. This method is utilized whenever a program has been approved for 
inclusion in SMAS by the Commission. 

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

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

For cities and counties, workload means a change in population within their boundaries; for special 
districts, a change in population of the county in which the largest percentage of the district's 
population is located. 

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

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

In the event the local agency determines that the amount of apportionment does not accurately 
reflect costs incurred to comply with a mandate, the process of adjusting an established base year 
entitlement upon which the apportionment is based is set forth in GC Section 17615.8 and requires 
the approval of the Commission. 
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The following programs are placed in SMAS: 

 
Program Name Chapter/Statute Program Number

Conservatorship: Developmentally Disabled Adults Ch. 1304/80 67 

Coroners Ch. 498/77 88 

Mentally Retarded Defendants:  Diversion Ch. 1253/80 66 

Senior Citizens Property Tax Postponement Ch. 1242/77 18 

 
 
Listed are state mandated local programs and counties that are entitled to receive automatic 
apportionments in those fiscal years in which the program is funded. 
 
 

Counties of: 

Ch. 498/77 
Coroners 

Ch. 1242/77 
Senior Citizens 
Property Tax 

Postponement 

Ch. 1253/80 
Mentally 
Retarded 

Defendants: 
Diversion 

Ch. 1304/80 
Developmentally 
Disabled Adults: 
Conservatorship 

Alameda  x x x 
Butte  x x x 

Calaveras  x x x 

Contra Costa  x x x 

El Dorado  x x x 

Fresno  x x x 

Humbolt  x x x 

Kern  x x x 

Lake  x x x 

Los Angeles x x x x 

Marin  x x x 

Mendocino  x x x 

Monterey  x x x 

Napa x x x x 

Nevada  x x x 

Orange x x x x 

Placer  x x x 

Plumas  x x x 

Riverside  x x x 

Sacramento  x x x 

San Bernardino x x x x 

San Diego  x x x 

San Francisco  x x x 

San Joaquin x x   

San Luis Obispo x x x x 

San Mateo  x x x 

Santa Barbara  x x x 
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Santa Clara x x x x 

Santa Cruz  x x x 

Shasta  x x x 

Solano  x x x 

Sonoma x x x x 

Stanislaus  x x x 

Tulare x x x x 

Tuolumne  x   

Ventura x x x x 

Yolo  x x x 

Yuba  x   
 

8.      Direct Costs 
 

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

 
(1) Employee Wages, Salaries, and Fringe Benefits 

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

(a) Productive Hourly Rate Options 

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

 Actual annual productive hours for each employee 

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

 1,800* annual productive hours for all employees 

If actual annual productive hours or weighted-average annual productive hours for each 
job title is chosen, the claimant must maintain documentation of how these hours were 
computed.   

* 1,800 annual productive hours excludes the following employee time: 
o Paid holidays 
o Vacation earned 
o Sick leave taken 
o Informal time off 
o Jury duty  
o Military leave taken. 

 
(b) Compute a Productive Hourly Rate 

1. Compute a productive hourly rate for salaried employees to include actual fringe benefit 
costs. The methodology for converting a salary to a productive hourly rate is to 
compute the employee's annual salary and fringe benefits and divide by the annual 
productive hours.  
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Table 1:  Productive Hourly Rate, Annual Salary + Benefits Method 

Formula: Description: 

[(EAS + Benefits)  APH] = PHR EAS = Employee's Annual Salary 

 APH = Annual Productive Hours 

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

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

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

Table 2:  Productive Hourly Rate, Percent of Salary Method 

Example:    

Step 1:  Fringe Benefits as a Percent of 
Salary 

Step 2:  Productive Hourly Rate 

    

Retirement 15.00 % Formula: 

Social Security & Medicare  7.65 [(EAS x (1 + FBR))  APH] = PHR 

Health & Dental Insurance 5.25 

Workers Compensation 3.25 [($26,000 x (1.3115))  1,800 ] = $18.94 

Total 31.15 % 

Description:    

EAS = Employee's Annual Salary  APH = Annual Productive Hours 

FBR = Fringe Benefit Rate   PHR = Productive Hourly Rate 

 
 As illustrated in Table 2, both methods produce the same productive hourly rate. 

Reimbursement for personnel services includes, but is not limited to, compensation paid 
for salaries, wages and employee fringe benefits. Employee fringe benefits include 
employer's contributions for social security, pension plans, insurance, worker's 
compensation insurance and similar payments. These benefits are eligible for 
reimbursement as long as they are distributed equitably to all activities. Whether these 
costs are allowable is based on the following presumptions: 

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

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

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

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

(c) Calculating an Average Productive Hourly Rate 

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

Table 3:  Calculating an Average Productive Hourly Rate  

 Time 
Spent 

 Productive 
Hourly Rate 

 Total Cost 
by Employee 

Employee A  1.25 hrs    $6.00    $7.50  

Employee B  0.75 hrs    4.50    3.38  

Employee C  3.50 hrs    10.00    35.00  

Total  5.50 hrs        $45.88  

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

 

(d)  Employer's Fringe Benefits Contribution 

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

Employer's Contribution  % to Salary 

Retirement  15.00%

Social Security  7.65%

Health and Dental 

Insurance 
 5.25%

Worker's Compensation  0.75%

Total  28.65%

 

(e) Materials and Supplies 

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

(f) Calculating a Unit Cost for Materials and Supplies 

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

Table 1:  Calculating a Unit Cost for Materials and Supplies 

Supplies Cost Per Unit  

Amount of 
Supplies Used 

Per Activity  

Unit Cost 
of Supplies
Per Activity 

Paper 0.02   4   $0.08

Files 0.10   1   0.10

Envelopes 0.03   2   0.06

Photocopies 0.10   4     0.40

      $0.64

 

Table 2:  Calculating a Unit Cost for Materials and Supplies 

Supplies 
Supplies 

Used  

Unit Cost 
of Supplies 
Per Activity 

Paper ($10.00 for 500 sheet ream)  250 Sheets   $5.00

Files ($2.50 for box of 25)  10 Folders   1.00

Envelopes ($3.00 for box of 100)  50 Envelopes   1.50

Photocopies ($0.05 per copy)  40 Copies   2.00

     $9.50
     

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

 

(g) Contract Services 

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

(h) Equipment Rental Costs 

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

(i) Capital Outlay 

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

(j) Travel Expenses 

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

(k) Documentation 

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

9. Indirect Costs 

GC Section 17564(b) provides that claims for indirect costs shall be filed in the manner prescribed 
by the SCO. Indirect costs (or overhead) are those costs incurred for a common or joint purpose, 
benefiting more than one program and are not directly assignable to a particular program without 
efforts disproportionate to the result achieved. Indirect costs may include both (1) the overhead 
costs for the unit performing the mandate and (2) the costs of central government services 
distributed through the central service cost allocation plan and not otherwise treated as a direct 
cost. 
 
Previously, the costs of elected officials were considered expenses related to general government 
and, thus, were unallowable for reimbursement purposes. Recent interpretation has moved in the 
opposite direction, except for those items of cost, which are unallowable in the cost principles set 
forth in Office of Management and Budget Circular (OMB) Circular A-87 (Title 2 CFR Part 225).  A 
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cost that is necessary for proper and efficient administration of a program and is identifiable to that 
program is eligible for consideration as allocable indirect costs. Allocable costs for time spent on 
programs, must be supported by time record. 
 
Local agencies have the option of using 10% of direct labor as indirect costs or claiming indirect 
costs through a department’s Indirect Cost Rate Proposal (ICRP) for the program prepared in 
accordance with the provisions of Office of Management and Budget OMB Circular A-87 (Title 2 
CFR Part 225.)  (Refer to the Appendix-Costs Computation:  Indirect Costs).  An ICRP must be 
prepared if the claim for indirect costs is in excess of 10% of direct salaries; the ICRP must be 
submitted with the claim. 
 
A. Fixed 10% Rate Method 

Indirect costs may be computed as 10% of direct labor costs, excluding fringe benefits.  The 
use of the 10% rate may benefit small agencies where it is inefficient to prepare an ICRP.  

 

 Direct Costs Incurred By   On Behalf of  

 
Auditor 

 Welfare 
Administration 

 Health 
Department 

  Warrant Writing:         

 A. Salary of employee working   $5,000   $1,000

 B. Benefits of above    800    200

 C. Cost of paper    350    100

 D. First-line supervision 

(salaries) 

   3,000    500

 E. Indirect cost 10% of A + D     800    150

 Total amount charged to benefited 
departments for warrant writing 
services   $9,950   $1,950

  Direct Costs Incurred By On Behalf of 

 
 Building & Grounds Department 

Welfare 
Administration  

Health 
Department 

  Maintenance of Buildings:         

 A. Salary of employees 

performing maintenance 

  $1,000   $500

 B. Benefits of above    200    100

 C. Cleaning supplies    250    150

 D. First-line supervision 

(salaries) 

   500    200

 E. Indirect cost 10% of A + D    150    70

 

 

Total amount charged to 
benefited departments for 
building maintenance services   $2,100   $1,020

 

Any local agency using this method for claiming costs must submit a statement similar to the 
example above and with supporting data. The cost data required for desk audit purposes are 
described in the claiming instructions for that mandated program under Salaries and Employee 
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Benefits, Materials and Supplies, Contract Services, Travel Expenses, etc. 

B. Indirect Cost Rate Proposal Method 

If a local agency elects not to utilize the 10% fixed rate method but wants to claim indirect 
costs, it must prepare an ICRP for the program. The proposal must follow the provisions of the 
Office of Management and Budget (OMB) Circular A-87 (Title 2 CFR Part 225), Cost Principles 
for State, Local, and Indian Tribal Governments. The development of the indirect cost rate 
proposal requires that the indirect cost pool include only those costs which are incurred for a 
common or joint purpose that benefit more than one cost objective. The indirect cost pool may 
only include costs that can be shown to provide benefits to the program. In addition, total 
allocable indirect costs may only include costs, which cannot be directly charged to an 
identifiable cost center (i.e., program). 

A method for preparing a departmental indirect cost rate proposal for programs is presented as 
Exhibit 1. Only this format is acceptable under the SCO reimbursement requirements. If more 
than one department is involved in the reimbursement program, each department must have 
their own indirect cost rate proposal for the program. 
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 INDIRECT COST RATE PROPOSAL Exhibit 1 
PUBLIC DEFENDER’S OFFICE 
INVESTIGATION PROGRAM 
FISCAL YEAR 20___-20___ 

 

   (B)  (C)  (D)  Identifiable Program Costs 

(A) Description of Costs 
Total 
Costs  

Excludable 
Unallowable 

Costs  

Allowable 
Indirect 
Costs  

Allowable 
Direct 
Costs  

Investigation 
PC 987.9  All Others 

Salaries & Benefits  
 Salaries & Wages $ 1,150,000) $ 50,000) (F) $ 150,000) $ 950,000) (F) $ 100,000) $ 850,000) 
 Overtime 20,000) 0) 20,000) 0) 0) 0) 
 Benefits 230,000) 10,000) 30,000) 190,000) 20,000) 170,000) 
  Total $ 1,400,000) $ 60,000) $ 200,000) $ 1,140,000) $ 120,000) $ 1,020,000) 
    

Services & Supplies  
 Office Expense $ 200,000) $ 10,000) $ 20,000) $ 170,000) $ 10,000) $ 160,000) 
 Communications 100,000) 2,000) 10,000) 88,000) 1,000) 87,000) 
 Transportation 120,000) 5,000) 0) 115,000) 5,000) 110,000) 
 Special Dept Expense (Contracts) 250,000) 0) 0) 250,000) 0) 250,000) 
 Other, Pass Through Program 800,000) 800,000) 0) 0) 0) 0) 
  Total $ 1,470,000) $ 817,000) $ 30,000) $ 623,000) $ 16,000) $ 607,000) 
    

Capital Expenditures $ 100,000) $ 100,000)  
    

Total Budgetary Expenditures $ 2,970,000) $ 977,000) $ 230,000) $ 1,763,000) $ 136,000) $ 1,627,000) 
    
   Distribution Base  

Cost Plan Costs   
 Building Use $ 50,000) $ 2,000) $ 6,000) $ 42,000) $ 2,000) $ 40,000) 
 Equipment Use 30,000) 1,000) 3,000) 26,000) 1,000) 25,000) 
 Data Processing 50,000) 5,000) 30,000) 15,000) 0) 15,000) 
 Auditor 20,000) 0) 20,000) 0) 0) 0) 
 Personnel 10,000) 1,000) 1,000) 8,000) 1,000) 7,000) 
 Roll Forward 

(Each line item should 
be reviewed to see if it 
benefits the mandate 
to insure a fair and 
equitable distribution.)

10,000) 0) 10,000) 0) 0) 0) 
  Total $ 170,000) (E) $ 9,000)  $ 70,000) $ 91,000) $ 4,000) $ 87,000) 
    

Total Allocable Indirect Costs $ 300,000) (F)  
    

Distribution of Allocable Indirect Costs  
 Based on Salaries & Wages $ 15,000) $ (300,000) $ 285,000) $ 30,000) $ 255,000) 
    

Totals $ 3,140,000) $ 1,001,000) $ 0 $) 2,139,000) $ 170,000) $ 1,969,000)  
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(1) Notes to Exhibit 1 

(a) The department's ICRP plan for the distribution of costs to programs must follow 
the same format as shown on Exhibit 1. Specifically, there must be columns as 
follows: Description of Costs, Total Cost, Excludable and Unallowable Costs (may 
be combined or separated), Allowable Indirect Costs, and Allowable Direct Costs 
(which are further allocated to identifiable programs and other). No other format will 
be accepted. 

(b) Excluded costs are all costs that are unallowable and unallocable according to 
specific guidelines (OMB 2 CFR Part 225 and state laws). 

Examples: 

Contributions and donations: Cost of amusement; social activities and related 
incidental costs such as meals, beverages, lodging, rentals, transportation and 
gratuities; and pass through revenues to another unit or organization. 

(c) Allocable indirect costs are costs that are not identifiable to a specific program or 
cost pool and indirectly benefit all cost pools. 

(d) Direct costs are costs that benefit a specific program or cost pool. 

(e) Overhead costs are distributed to the department in the cost allocation plan, which 
was prepared in accordance with the OMB 2 CFR Part 225. Use the same year's 
cost allocation plan for developing the ICRP as the year for which the ICRP is 
being prepared. Do not include a roll forward adjustment when the program is in its 
initial year. 

(f) Distribution base for the computation of the indirect cost rate is total salaries and 
wages. 

Total Allocable Direct Costs (direct S&W) $950,000

Excluded and Unallowable Costs (direct S&W) 50,000

Distribution Base $1,000,000

 
Therefore, the Indirect Cost Rate for Penal Code 987.9 Program is: 

Allowable Indirect Costs $300,000 
ICRP  = 

Total Salaries and Wages 
= 

$1,000,000 
   =   30.00%

10. Time Study Guidelines 

Background 
 

For costs incurred on or after January 1, 2005, a reasonable reimbursement methodology can be 
used as a formula for reimbursing local agency and school district costs mandated by the state that 
meets certain conditions specified in GC Section 17518.5(a).  These costs can only be substituted 
for continuous records of actual time spend for a specific fiscal year if the program's P’s & G’s allow 
for the use of time studies. 
 
Two methods are acceptable for documenting employee time charged to mandated cost programs: 
Actual Time Reporting and Time Study, which are described below. Application of time study 
results is restricted. As explained in Time Study Results below, the results may be projected toward 
to a maximum of two years provided the claimant meets certain criteria. 
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Actual Time Reporting 
 
P’s & G’s define reimbursable activities for each mandated cost program. When employees work on 
multiple activities, a distribution of their salaries or wages must be supported by personnel activity 
reports or equivalent documentation that meets the following standards:  
 
 They must reflect an after-the-fact (contemporaneous) distribution of the actual activity of each 

employee; 
 They must account for the total activity for which each employee is compensated; 
 They must be prepared at least monthly and must coincide with one or more pay periods; and 
 They must be signed by the employee. 
 
Budget estimates or other distribution percentages determined before services are performed do 
not qualify as support for time distribution. 
 
Time Study 

 
In certain cases, a time study may be used to substitute for continuous records of actual time spent 
on multiple activities and/or programs. An effective time study requires that an activity be a task that 
is repetitive in nature. Activities that require a varying level of effort are not appropriate for time 
studies. 
 
Time Study Plan 
 
A time study plan is necessary before conducting the time study. The claimant must retain the time 
study plan for audit purposes. The plan needs to identify the following:  

 Time period(s) to be studied – The plan must show that all time periods selected are 
representative of the fiscal year, and the results can be reasonably projected to approximate 
actual costs;  
 

 Activities and/or programs to be studied – For each mandated program included, the time study 
must separately identify each reimbursable activity defined in the mandated program’s 
parameters and guidelines, which are derived from the program’s Statement of Decision. If a 
reimbursable activity in the parameters and guidelines identifies separate and distinct sub-
activities, these sub-activities must also be treated as individual activities;  

For example, sub-activities (a), (b), and (c) under Reimbursable Activity (B)(1) of the local agency’s 
Domestic Violence Treatment Services: Authorization and Case Management program relate to 
information to be discussed during victim notification by the probation department and therefore are 
not separate and distinct activities. These sub-activities do not have to be separately studied. 

 Process used to accomplish each reimbursable activity – Use flowcharts or similar analytical 
tools and/or written desk procedures to describe the process for each activity; 

 

 Employee universe – The employee universe used in the time study must include all positions 
for which salaries and wages are to be allocated by means of the time study; 
 

 Employee sample selection methodology – The plan must show that employees selected are 
representative of the employee universe, and the results can be reasonably projected to 
approximate actual costs. In addition, the employee sample size should be proportional to the 
variation in time spent to perform a task. The sample size should be larger for tasks with 
significant time variations; 
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 Time increments to be recorded – The time increments used should be sufficient to recognize 
the number of different activities performed and the dynamics of these responsibilities. Very 
large increments (such as one hour or more) might be used for employees performing only a 
few functions that change very slowly over time. Very small increments (a number of minutes) 
may be needed for employees performing more short-term tasks. 

 

Random moment sampling is not an acceptable alternative to continuous time records for 
mandated cost claims. Random moment sampling techniques are most applicable in situations 
where employees perform many different types of activities on a variety of programs with small time 
increments throughout the fiscal year. 
 
Time Study Documentation 
 
Time studies must: 

 Be supported by time records that are completed contemporaneously; 
 Report activity on a daily basis; 
 Be sufficiently detailed to reflect all mandated activities and/or programs performed during a 

specific time period; and 
 Coincide with one or more pay periods.  
 
Time records must be signed by the employee (electronic signatures are acceptable) and be 
supported by corroborating evidence, which validates that the work was actually performed. As with 
actual time reporting, budget estimates or other distribution percentages determined before 
services are performed do not qualify as valid time studies.  
 
Time Study Results 
 
Time study results must be summarized to show how the time study supports the costs claimed for 
each activity. Any variations from the procedures identified in the original time study plan must be 
documented and explained  

 
 Current-year costs must be used to prepare a time study. Claimants may project time study results 

to no more than two subsequent fiscal years. A claimant may not apply time study results 
retroactively.  

 
 Annual Reimbursement Claims – Claimants may use time studies to support costs incurred on 

or after January 1, 2005. Claimants may not use time studies for the period July 1, 2004, 
through December 31, 2004, unless (1) the program’s P’s & G’s specifically allows time studies, 
and (2) the time study is prepared based on mandated activity occurring between July 1, 2004, 
and December 31, 2004. 

 
 Initial Claims –When filing an initial claim for new mandated programs, claimants may only use 

time study results for costs incurred on or after January 1, 2005. Claimants may not use time 
studies to support costs incurred before January 1, 2005, unless (1) the program’s P’s & G’s 
specifically allows time studies, and (2) the claimant prepares separate time studies for each 
fiscal year preceding January 1, 2005, based on mandated activity occurring during those 
years. 

 
 When projecting time study results, the claimant must certify that there have been no significant 

changes between years in either (1) the requirements of each mandated program activity or (2) the 
processes and procedures used to accomplish the activity. For all years, the claimant must 
maintain corroborating evidence that validates the mandated activity was actually performed. Time 
study results used to support subsequent years’ claims are subject to the recordkeeping 
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requirements for those claims. 
 

11. Offset Against State Mandated Claims 

When part or all the costs of a mandated program are specifically reimbursable from non-local 
agency sources (e.g., state, federal, foundation, etc.), only that portion of any increased costs 
payable from local agency funds is eligible for reimbursement under the provisions of Government 
Code Section 17561. 

A. Example 1 

This example shows how the offset against state mandated claim is determined for local 
agencies receiving block grant revenues not based on a formula allocation. Listed below are six 
situations, which may occur at a local agency level. For hypothetical program costs of 
$100,000:  (1) through (4) show intended funding at 100% from non-local agency sources and 
(5) through (6) show cost sharing on a 50/50 basis with the local agency. Of the $100,000 
program cost, $2,500 is the cost of state mandated activity. Offset against state mandated 
claims is the amount of actual non-local agency funding which exceeds the difference between 
program costs and state mandated costs. The offset against state mandated claims can not 
exceed the amount of state mandated costs. In (4), non-local revenues were fully realized to 
cover the entire cost of the program, including the state mandate activity; therefore, the offset 
against state mandated claims is $2,500. In (1), non-local revenues were less than expected. 
Non-local agency funding was not in excess of the difference between program costs and state 
mandated costs. As a result, the offset against state mandated claims is zero and $2,500 is 
claimable as mandated costs. In (5), the local agency is sharing 50% of the program cost. 
Since non-local revenues of $50,000 were fully realized, the offset against state mandated 
claims is $1,250. 

 
  

Program 
Costs  

Actual 
Non-Local 

Agency 
Funding 

State 
Mandated

Costs 

Offset Against
State 

Mandated 
Claims 

Claimable 
Mandated 

Costs 

 

        
A.  Block Grants (funding not based on a formula allocation)   
        

1.  $100,000   $95,000 $2,500 $-0- $2,500  

2.  100,000   97,000 2,500 -0- 2,500  

3.  100,000   98,000 2,500  500 2,000  

4.  100,000   100,000 2,500 2,500 -0-  

5.  100,000 *  50,000 2,500 1,250 1,250  

6.  If in (5) the non-local matching share is less than the amount expected, for example 
$49,000, the offset against state mandated claims is $250. Therefore, the claimable 
mandated costs are $2,250. 

                 
* Local agency share is $50,000 of the program costs. 

B. Example 2 

This example shows how the offset against state mandated claims are determined for local 
agencies receiving special project funds based on approved actual costs. Non-local revenues 
for special projects must be applied proportionately to approve costs. In (2), the entire program 
cost was approved. Since the non-local agency source covers 75% of the program cost, it also 
proportionately covered 75% of the $2,500 state mandated costs, or $1,875. 
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Program 
Costs  

Actual 
Non-Local 

Agency 
Funding 

State 
Mandated

Costs 

Offset Against
State 

Mandated 
Claims 

Claimable 
Mandated 

Costs 

 

        
B.  Special Projects (funding based on approved actual costs)   
        
1.  $100,000   $100,000 $2,500 $2,500  $-0-  

2.  100,000 **  75,000 2,500 1,875   625  

3.  If in (2) the non-local matching share is less than the amount expected, because 
only $60,000 of the program costs were determined to be valid by the contracting 
agency, then a proportionate share of state mandated costs is likewise reduced to 
$1,500. The offset against state mandated claim is $1,125. Therefore, the claimable 
mandated costs are $375. 

                 
**  Local agency share is $25,000 of the program costs. 
 
With respect to local agencies, the offset against state mandated claims for applicable federal 
and state local assistance programs includes, but is not limited to, the following funding 
sources: 

Federal and State Funding Sources 

Governing Authority 

Federal Programs 

CETA, PL 93-203 Federal-Health – Administration 

Federal Aid for Construction Federal-Public Assistance – Administration 

Federal Aid for Disaster  

State Programs 

State Aid for Agriculture State-Health – Administration 

State Aid for Construction State-Public Assistance - Administration 

State Aid for Corrections  

12.  Notice of Claim Adjustment 

All claims submitted to the SCO are reviewed to determine if the claim was prepared in accordance 
with the claiming instructions. Claimants will receive a Notice of Claim Adjustments detailing 
adjustments made by the SCO. 

13.   Audit of Costs 

Pursuant to GC Section 17558.5, Subdivision (b), the SCO may conduct a field review of any claim 
after it has been submitted, prior to the reimbursement of the claim to determine if costs are related 
to the mandate, are reasonable and not excessive, and the claim was prepared in accordance with 
SCO’s claiming instructions and the P’s & G’s adopted by the Commission. If any adjustments are 
made to a claim, a Notice of Claim Adjustment specifying the claim activity adjusted, the amount 
adjusted, and the reason for the adjustment, will be mailed within thirty days after payment of the 
claim. 
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14.   Source Documents 

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

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

For costs incurred on or after January 1, 2005, an RRM can be used for reimbursing local agency   
that meets certain conditions specified in 17518.5(a).  

15. Claim Forms and Instructions 

A claimant may submit a computer generated report in substitution for Form-1 and Form-2 provided 
the format of the report and data fields contained within the report are identical to the claim forms 
included with these instructions. The claim forms provided with these instructions should be 
duplicated and used by the claimant to file a reimbursement claim. The SCO will revise the manual 
and claim forms as necessary. 

A. Form-2, Component/Activity Cost Detail 

This form is used to segregate the detail costs by claim component. In some mandates, specific 
reimbursable activities have been identified for each component. The expenses reported on 
this form must be supported by the official financial records of the claimant and copies of 
supporting documentation, as specified in the claiming instructions, must be submitted with the 
claims.  

B. Form-1, Claim Summary 

This form is used to summarize direct costs by component and compute allowable indirect 
costs for the mandate. The direct costs summarized on this form are derived from Form-2 and 
are carried forward to form FAM-27. 

C. Form FAM-27, Claim for Payment 

This form contains a certification that must be signed by an authorized officer of the entity. All 
applicable information from Form-1 must be carried forward onto this form in order for the SCO 
to process the claim for payment. An original and one copy of the FAM-27 are required. 

Claims should be rounded to the nearest dollar. Submit a signed original and one copy of form 
FAM-27, Claim for Payment. To expedite the payment process, please sign the FAM-27 
with blue ink, and attach a copy of the form FAM-27 to the top of the claim package.  
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Use the following mailing addresses: 

If delivered by 
U.S. Postal Service: 

 

If delivered by 
Other delivery services: 

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

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

16.   Retention of Claiming Instructions 

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

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

 17.     Retention of Claim Records and Supporting Documentation   

Pursuant to GC Section 17558.5, subdivision (a), a reimbursement claim for actual costs filed by 
local agency pursuant to this chapter is subject to the initiation of an audit by the Controller no later 
than three years after the date that the actual reimbursement claim is filed or last amended, 
whichever is later. However, if no funds were appropriated or no payment was made to a claimant 
for the program for the fiscal year for which the claim is filed, the time for the Controller to initiate 
an audit shall commence to run from the date of initial payment of the claim. In any case, an audit 
will be completed not later than two years after the date that the audit is commenced.  All 
documents used to support the reimbursable activities must be retained during the period subject 
to audit.  If the Controller has initiated an audit during the period subject to audit, the retention 
period is extended until the ultimate resolution of any audit findings. Supporting documents shall 
be made available to SCO on request.  
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A.  STATE OF CALIFORNIA TRAVEL EXPENSE GUIDELINES 
 

Travel Program Effective January 31, 2002 
 

The travel reimbursement program continues to be subject to the Internal Revenue Service (IRS) 
requirements for an accountable plan. There are no flat rate reimbursements. All items are to be 
claimed for the actual amount of expense, up to the maximum allowed. If the provisions below do not 
require submission of a receipt for a given item of expense, it is the employee’s responsibility to retain 
receipts and other records of the expense and have them available for audit. 

 
Lodging and meals that are provided by the State, including hotel expenses, conference fees, or 
transportation costs such as airline tickets; or otherwise provided shall not be claimed for 
reimbursement.  

 
Employees may be reimbursed for actual expenses for breakfast, lunch, dinner, and incidentals for 
each 24 hours of travel, as follows: 

 
Breakfast up to $ 6.00 
Lunch up to  10.00 
Dinner up to  18.00 
Incidentals up to    6.00 
 

Incidental expenses include, but are not limited to, expenses for laundering and pressing of clothing 
and tips for services such as porters and baggage handlers. Incidentals do not include taxicab fares, 
lodging taxes, or the cost of telegrams or telephone calls. 
 
Lodging 
 
All lodging reimbursements require a receipt from a commercial lodging establishment such as a hotel, 
motel, bed and breakfast inn, or campground that caters to the general public. No lodging will be 
reimbursed without a valid receipt. Employees who stay with friends or relatives are not eligible for 
lodging reimbursement, but may claim their actual expenses for meals and incidentals. 
 

Short-Term Travel  
 

A. For continuous short-term travel of more than 24 hours but less than 31 days, the employee will be 
reimbursed for actual costs up to the maximum for each meal, incidental, and lodging expense for 
each completed 24 hours of travel, beginning with the traveler’s time of departure and return as 
follows: 

1. On the first day of travel at the beginning of a trip of more than 24 hours: 

 Trip begins at or before 6 a.m.   -  Breakfast may be claimed  

  Trip begins at or before 11 a.m. -  Lunch may be claimed 

 Trip begins at or before 5 p.m.   -  Dinner may be claimed 
 

2. On the fractional day of travel at the end of a trip of more than 24 hours: 

 Trip ends at or after 8 a.m.     -  Breakfast may be claimed 

 Trip ends at or after 2 p.m.    -   Lunch may be claimed 

 Trip ends at or after 7 p.m.    -   Dinner may be claimed 
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If the fractional day includes an overnight stay, receipted lodging may be claimed. No meal or 
lodging expenses may be claimed or reimbursed more than once on any given date or during any 
24-hour period. 

 
B. For continuous travel of less than 24 hours, the employee will be reimbursed for actual expenses, 

up to a maximum as follows: 
 

Travel begins at or before 6 a.m. and ends at or after 9 a.m.    -  Breakfast may be claimed 
Travel begins at or before 4 p.m. and ends at or after 7 p.m.    -  Dinner may be claimed 

 
If the trip extends overnight, receipted lodging may be claimed. No lunch or incidentals may be 
claimed on a trip of less than 24 hours. 

 
Short-Term Travel Maximum Lodging Reimbursement Rate 
 
A. Statewide except as in (B) and (C) below, actual receipted lodging up to $84 plus tax. 

 
B. When required to conduct state business and obtain lodging in the counties of Los Angeles and 

San Diego, reimbursement will be for actual receipted lodging, to a maximum of $110 plus tax. 
 

C. When required to conduct state business and obtain lodging in the counties of Alameda, San 
Francisco, San Mateo, and Santa Clara, reimbursement will be for actual receipted lodging, to a 
maximum of $140 plus tax. 

 
Long-Term Travel 

 
Actual expenses for long-term meals and receipted lodging will be reimbursed when the employee 
incurs expenses in one location comparable to those arising from the use of establishments catering to 
long-term visitors. 
 
A. Full Long-Term Travel 

 
To qualify for full long-term travel reimbursement, the employee on a long-term field assignment 
must meet the following criteria: 
 
a) The employee continues to maintain a permanent residence at the primary headquarters, and 

either, 

b) The permanent residence is occupied by the employee’s dependents, or 

c) The permanent residence is maintained at a net expense to the employee exceeding $200 per 
month. 

 
The employee who is living at the long-term location may claim either: 
 
1. Reimbursement for actual individual expense, substantiated by receipts for lodging, water, sewer, 

gas, and electricity, up to a maximum of $1,130 per calendar month while on the long-term 
assignment, and actual expenses up to $10 for meals and incidentals, for each period of 12 to 24 
hours and up to $5 for actual meals and incidentals for each period of less than 12 hours at the 
long-term location, or  

2. Long-term subsistence rates of $24 for actual meals and incidentals, $24 for receipted lodging for 
travel of 12 hours up to 24 hours, and either $24 for actual meals or $24 for receipted lodging for 
travel less than 12 hours when the employee incurs expenses in one location comparable to those 
arising from the use of establishments catering to long-term visitors. 
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B. Partial Long-Term Travel 
 

An employee on long-term field assignment who does not maintain a separate residence in the 
headquarters area may claim long-term subsistence rates of up to $12 for actual meals and 
incidentals and $12 for receipted lodging for travel of 12 hours up to 24 hours at the long-term 
location, and either $12 for actual meals or $12 for receipted lodging for travel less than 12 hours 
at the long-term location. 
 
Receipts 
 
Receipts or vouchers shall be submitted for every item of expense of $25 or more. 
 
a) Receipts are required for every item of transportation and business expense incurred as a 

result of conducting state business except for actual expenses as follows: 
 

1. Railroad and bus fares of less than $25, when travel is wholly within the State of California. 

2. Street car, ferry fares, bridge and road tolls, local rapid transit system, taxi, shuttle, or hotel 
bus fares, and parking fees of $10 or less for each continuous period of parking or each 
separate transportation expense noted in this item.  

3. Telephone, telegraph, tax, or other business charges related to state business of $5 or 
less. 

4. In the absence of a receipt, reimbursement will be limited to the non-receipted amount 
above. 

 

b) Reimbursement will be claimed only for the actual and necessary expenses noted above. 
Regardless of the above exceptions, the approving officer may require additional certification 
and/or explanation in order to determine that an expense was actually and reasonably 
incurred. In the absence of a satisfactory explanation, the expense shall not be allowed. 

 
Mileage 

 
When an employee is authorized by his/her appointing authority or designee to operate a privately 
owned vehicle on state business, effective January 1, 2009, the employee will be allowed to claim and 
be reimbursed 55 cents per mile.   
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B.  GOVERNMENT CODE SECTIONS 17500-17617 
 
17500.  The Legislature finds and declares that the existing system for reimbursing local agencies and 
school districts for the costs of state mandated local programs has not provided for the effective 
determination of the state's responsibilities under Section 6 of Article XIII B of the California Constitution. 
The Legislature finds and declares that the failure of the existing process to adequately and consistently 
resolve the complex legal questions involved in the determination of state-mandated costs has led to an 
increasing reliance by local agencies and school districts on the judiciary and, therefore, in order to relieve 
unnecessary congestion of the judicial system, it is necessary to create a mechanism which is capable of 
rendering sound quasi-judicial decisions and providing an effective means of resolving disputes over the 
existence of state-mandated local programs. It is the intent of the Legislature in enacting this part to 
provide for the implementation of Section 6 of Article XIII B of the California Constitution. Further, the 
Legislature intends that the Commission on State Mandates, as a quasi-judicial body, will act in a 
deliberative manner in accordance with the requirements of Section 6 of Article XIII B of the California 
Constitution.  
 
Government Code Sections 17510-17524 
 
17510.  Unless the context otherwise requires, the definitions contained in this chapter govern the 
construction of this part. The definition of a word applies to any variants thereof and the singular tense of a 
word includes the plural. 
 
17511.  "City" means any city whether general law or charter, except a city and county. 
 
17512.  "Commission" means the Commission on State Mandates. 
 
17513.  "Costs mandated by the federal government" means any increased costs incurred by a local 
agency or school district after January 1, 1973, in order to comply with the requirements of a federal 
statute or regulation. "Costs mandated by the federal government" includes costs resulting from enactment 
of a state law or regulation where failure to enact that law or regulation to meet specific federal program or 
service requirements imposed upon the state would result in substantial monetary penalties or loss of 
funds to public or private persons in the state whether the federal law was enacted before or after the 
enactment of the state law, regulation, or executive order. "Costs mandated by the federal government" 
does not include costs which are specifically reimbursed or funded by the federal or state government or 
programs or services which may be implemented at the option of the state, local agency, or school district. 
 
17514.  "Costs mandated by the state" means any increased costs which a local agency or school district 
is required to incur after July 1, 1980, as a result of any statute enacted on or after January 1, 1975, or any 
executive order implementing any statute enacted on or after January 1, 1975, which mandates a new 
program or higher level of service of an existing program within the meaning of Section 6 of Article XIII B of 
the California Constitution. 
 
17515.  "County" means any chartered or general law county. "County" includes a city and county. 
 
17516.  "Executive order" means any order, plan, requirement, rule, or regulation issued by any of the 
following: 

(a) The Governor. 
(b) Any officer or official serving at the pleasure of the Governor. 
(c) Any agency, department, board, or commission of state government. 
"Executive order" does not include any order, plan, requirement, rule, or regulation issued by the State 
Water Resources Control Board or by any regional water quality control board pursuant to Division 7 
(commencing with Section 13000) of the Water Code. It is the intent of the Legislature that the State Water 
Resources Control Board and regional water quality control boards will not adopt enforcement orders 
against publicly owned dischargers which mandate major waste water treatment facility construction costs 
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unless federal financial assistance and state financial assistance pursuant to the Clean Water Bond Act of 
1970 and 1974, is simultaneously made available. "Major" means either a new treatment facility or an 
addition to an existing facility, the cost of which is in excess of 20 percent of the cost of replacing the 
facility. 
 
17517.5.  "Cost savings authorized by the state" means any decreased costs that a local agency or school 
district realizes as a result of any statute enacted or any executive order adopted that permits or requires 
the discontinuance of or a reduction in the level of service of an existing program that was mandated 
before January 1, 1975. 
 
17518.  "Local agency" means any city, county, special district, authority, or other political subdivision of 
the state. 
 
17518.5.  (a) "Reasonable reimbursement methodology" means a formula for reimbursing local agencies 
and school districts for costs mandated by the state, as defined in Section 17514. 
(b) A reasonable reimbursement methodology shall be based on cost information from a representative 
sample of eligible claimants, information provided by associations of local agencies and school districts, or 
other projections of local costs. 
(c) A reasonable reimbursement methodology shall consider the variation in costs among local agencies 
and school districts to implement the mandate in a cost-efficient manner. 
(d) Whenever possible, a reasonable reimbursement methodology shall be based on general allocation 
formulas, uniform cost allowances, and other approximations of local costs mandated by the state, rather 
than detailed documentation of actual local costs. In cases when local agencies and school districts are 
projected to incur costs to implement a mandate over a period of more than one fiscal year, the 
determination of a reasonable reimbursement methodology may consider local costs and state 
reimbursements over a period of greater than one fiscal year, but not exceeding 10 years. 
(e) A reasonable reimbursement methodology may be developed by any of the following: 
(1) The Department of Finance. 
(2) The Controller. 
(3) An affected state agency. 
(4) A claimant. 
(5) An interested party. 
 
17519.  "School district" means any school district, community college district, or county superintendent of 
schools. 
 
17520.  "Special district" means any agency of the state that performs governmental or proprietary 
functions within limited boundaries. "Special district" includes a county service area, a maintenance district 
or area, an improvement district or improvement zone, or any other zone or area. "Special district" does 
not include a city, a county, a school district, or a community college district. 
County free libraries established pursuant to Chapter 6 (commencing with Section 19100 of Part 11 of the 
Education Code, areas receiving county fire protection services pursuant to Section 25643 of the 
Government Code, and county road districts established pursuant to Chapter 7 (commencing with Section 
1550) of Division 2 of the Streets and Highways Code shall be considered "special districts" for all 
purposes of this part. 
 
17521.  "Test claim" means the first claim filed with the commission alleging that a particular statute or 
executive order imposes costs mandated by the state, and includes a claim filed pursuant to Section 
17574. 
 
17521.5.  "Legislatively determined mandate" means the provisions of a statute or executive order that the 
Legislature, pursuant to Article 1.5, has declared by statute to be a mandate for which reimbursement is 
required by Section 6 of Article XIII B of the California Constitution. 
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17522.  (a) "Initial reimbursement claim" means a claim filed with the Controller by a local agency or school 
district for costs to be reimbursed for the fiscal years specified in the first claiming instructions issued by 
the Controller pursuant to subdivision (b) of Section 17558. 
(b) "Annual reimbursement claim" means a claim for actual costs incurred in a prior fiscal year filed with 
the Controller by a local agency or school district for which appropriations are made to the Controller for 
this purpose. 
(c) "Entitlement claim" means a claim filed by a local agency or school district with the Controller for the 
purpose of establishing or adjusting a base year entitlement. All entitlement claims are subject to Section 
17616. 
 
17523.  "Deflator" means the Implicit Price Deflator for the Costs of Goods and Services to Governmental 
Agencies, as determined by the Department of Finance. 
 
17524.  "Base year entitlement" means that amount determined to be the average for the approved 
reimbursement claims of each local agency or school district for the three preceding fiscal years adjusted 
by the change in the deflator. A base year entitlement shall not include any nonrecurring or initial startup 
costs incurred by a local agency or school district in any of those three fiscal years. For those mandates 
which become operative on January 1 of any year, the amount of the "approved reimbursement claim" for 
the first of the three years may be computed by annualizing the amount claimed for the six-month period of 
January through June in that first year, excluding nonrecurring or startup costs. 
 
Government Code Sections 17525-17533 
 
17525.  (a) There is hereby created the Commission on State Mandates, which shall consist of seven 
members as follows: 
(1) The Controller. 
(2) The Treasurer. 
(3) The Director of Finance. 
(4) The Director of the Office of Planning and Research. 
(5) A public member with experience in public finance, appointed by the Governor and approved by the 
Senate. 
(6) Two members from the following three categories appointed by the Governor and approved by the 
Senate, provided that no more than one member shall come from the same category: 
(A) A city council member. 
(B) A member of a county or city and county board of supervisors. 
(C) A governing board member of a school district as defined in Section 17519. 
(b) Each member appointed pursuant to paragraph (5) or (6) of subdivision (a) shall be subject to both of 
the following: 
(1) The member shall serve for a term of four years subject to renewal. 
(2) The member shall receive per diem of one hundred dollars ($100) for each day actually spent in the 
discharge of official duties and shall be reimbursed for any actual and necessary expenses incurred in 
connection with the performance of duties as a member of the commission. 
 
17526.  (a) All meetings of the commission shall be open to the public, except that the commission may 
meet in executive session to consider the appointment or dismissal of officers or employees of the 
commission or to hear complaints or charges brought against a member, officer, or employee of the 
commission. 
(b) The commission shall meet at least once every two months. 
(c) The time and place of meetings may be set by resolution of the commission, by written petition of a 
majority of the members, or by written call of the chairperson. The chairperson may, for good cause, 
change the starting time or place, reschedule, or cancel any meeting. 
 
17527.  In carrying out its duties and responsibilities, the commission shall have the following powers: 
(a) To examine any document, report, or data, including computer programs and data files, held by any 
local agency or school district. 
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(b) To meet at times and places as it may deem proper. 
(c) As a body or, on the authorization of the commission, as a committee composed of one or more 
members, to hold hearings at any time and place it may deem proper. 
(d) Upon a majority vote of the commission, to issue subpoenas to compel the attendance of witnesses 
and the production of books, records, papers, accounts, reports, and documents. 
(e) To administer oaths. 
(f) To contract with other agencies or individuals, public or private, as it deems necessary, to provide or 
prepare services, facilities, studies, and reports to the commission as will assist it in carrying out its duties 
and responsibilities. 
(g) To adopt, promulgate, amend, and rescind rules and regulations, which shall not be subject to the 
review and approval of the Office of Administrative Law pursuant to the provisions of the Administrative 
Procedure Act provided for in Chapter 3.5 (commencing with Section 11340) of Part 1 of Division 3 of Title 
2. 
(h) To do any and all other actions necessary or convenient to enable it fully and adequately to perform its 
duties and to exercise the powers expressly granted to it. 
 
17528.  The members of the commission shall elect a chairperson and a vice chairperson of the 
commission. 
 
17529.  The commission may appoint as attorney to the commission an attorney at law of this state, who 
shall hold office at the pleasure of the commission. The attorney shall represent and appear for the 
commission in all actions and proceedings involving any question under this part or under any order or act 
of the commission. 
The attorney shall advise the commission and each member of the commission, when so requested, in 
regard to all matters in connection with the powers and duties of the commission and the members thereof. 
The attorney shall generally perform all duties and services as attorney to the commission which the 
commission may require. 
 
17530.  The commission shall appoint an executive director, who shall be exempt from civil service and 
shall hold office at the pleasure of the commission. The executive director shall be responsible for the 
executive and administrative duties of the commission and shall organize, coordinate, supervise, and 
direct the operations and affairs of the commission and expedite all matters within the jurisdiction of the 
commission. The executive director shall keep a full and true record of all proceedings of the commission, 
issue all necessary process, writs, warrants, and notices, and perform other duties as the commission 
prescribes. 
 
17531.  The executive director may employ those officers, examiners, experts, statisticians, accountants, 
inspectors, clerks, and employees as the executive director deems necessary to carry out the provisions of 
this part or to perform the duties and exercise the powers conferred upon the commission by law. 
 
17532.  A majority of the commissioners shall constitute a quorum for the transaction of any business, for 
the performance of any duty, or for the exercise of any power of the commission. Any investigation, inquiry, 
or hearing which the commission has power to undertake or to hold may be undertaken or held by or 
before any commissioner or commissioners designated for the purpose by the commission. The evidence 
in any investigation, inquiry, or hearing may be taken by the commissioner or commissioners to whom the 
investigation, inquiry, or hearing has been assigned or, in his or her or their behalf, by an examiner 
designated for that purpose. Every finding, opinion, and order made by the commissioner or 
commissioners so designated, pursuant to the investigation, inquiry, or hearing, when approved or 
confirmed by the commission and ordered filed in its office, shall be deemed to be the finding, opinion, and 
order of the commission. 
 
17533.  Notwithstanding Section 11425.10, Chapter 4.5 (commencing with Section 11400) of Part 1 of 
Division 3 does not apply to a hearing by the commission under this part. 17550-17571 17550.  
Reimbursement of local agencies and school districts for costs mandated by the state shall be provided 
pursuant to this chapter. 
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 17551.  (a) The commission, pursuant to the provisions of this chapter, shall hear and decide upon a claim 
by a local agency or school district that the local agency or school district is entitled to be reimbursed by 
the state for costs mandated by the state as required by Section 6 of Article XIII B of the California 
Constitution. 
(b) Except as provided in Sections 17573 and 17574, commission review of claims may be had pursuant to 
subdivision (a) only if the test claim is filed within the time limits specified in this section. 
(c) Local agency and school district test claims shall be filed not later than 12 months following the 
effective date of a statute or executive order, or within 12 months of incurring increased costs as a result of 
a statute or executive order, whichever is later. 
(d) The commission, pursuant to the provisions of this chapter, shall hear and decide upon a claim by a 
local agency or school district filed on or after January 1, 1985, that the Controller has incorrectly reduced 
payments to the local agency or school district pursuant to paragraph (2) of subdivision (d) of Section 
17561. 
 
17552.  This chapter shall provide the sole and exclusive procedure by which a local agency or school 
district may claim reimbursement for costs mandated by the state as required by Section 6 of Article XIII B 
of the California Constitution. 
 
17553.  (a) The commission shall adopt procedures for receiving claims filed pursuant to this article and 
Section 17574 and for providing a hearing on those claims. The procedures shall do all of the following: 
(1) Provide for presentation of evidence by the claimant, the Department of Finance, and any other 
affected department or agency, and any other interested person. 
(2) Ensure that a statewide cost estimate is adopted within 12 months after receipt of a test claim, when a 
determination is made by the commission that a mandate exists. This deadline may be extended for up to 
six months upon the request of either the claimant or the commission. 
(3) Permit the hearing of a claim to be postponed at the request of the claimant, without prejudice, until the 
next scheduled hearing. 
(b) All test claims shall be filed on a form prescribed by the commission and shall contain at least the 
following elements and documents: 
(1) A written narrative that identifies the specific sections of statutes or executive orders and the effective 
date and register number of regulations alleged to contain a mandate and shall include all of the following: 
(A) A detailed description of the new activities and costs that arise from the mandate. 
(B) A detailed description of existing activities and costs that are modified by the mandate. 
(C) The actual increased costs incurred by the claimant during the fiscal year for which the claim was filed 
to implement the alleged mandate. 
(D) The actual or estimated annual costs that will be incurred by the claimant to implement the alleged 
mandate during the fiscal year immediately following the fiscal year for which the claim was filed. 
(E) A statewide cost estimate of increased costs that all local agencies or school districts will incur to 
implement the alleged mandate during the fiscal year immediately following the fiscal year for which the 
claim was filed. 
(F) Identification of all of the following: 
(i) Dedicated state funds appropriated for this program. 
(ii) Dedicated federal funds appropriated for this program. 
(iii) Other nonlocal agency funds dedicated for this program. 
(iv) The local agency's general purpose funds for this program. 
(v) Fee authority to offset the costs of this program. 
(G) Identification of prior mandate determinations made by the Commission on State Mandates or a 
predecessor agency that may be related to the alleged mandate. 
(H) Identification of a legislatively determined mandate pursuant to Section 17573 that is on the same 
statute or executive order. 
(2) The written narrative shall be supported with declarations under penalty of perjury, based on the 
declarant's personal knowledge, information, or belief, and signed by persons who are authorized and 
competent to do so, as follows: 
(A) Declarations of actual or estimated increased costs that will be incurred by the claimant to implement 
the alleged mandate. 
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(B) Declarations identifying all local, state, or federal funds, or fee authority that may be used to offset the 
increased costs that will be incurred by the claimant to implement the alleged mandate, including direct 
and indirect costs. 
(C) Declarations describing new activities performed to implement specified provisions of the new statute 
or executive order alleged to impose a reimbursable state-mandated program. Specific references shall be 
made to chapters, articles, sections, or page numbers alleged to impose a reimbursable state-mandated 
program. 
(D) If applicable, declarations describing the period of reimbursement and payments received for full 
reimbursement of costs for a legislatively determined mandate pursuant to Section 17573, and the 
authority to file a test claim pursuant to paragraph (1) of subdivision (c) of Section 17574. 
(3) (A) The written narrative shall be supported with copies of all of the following: 
(i) The test claim statute that includes the bill number or executive order, alleged to impose or impact a 
mandate. 
(ii) Relevant portions of state constitutional provisions, federal statutes, and executive orders that may 
impact the alleged mandate. 
(iii) Administrative decisions and court decisions cited in the narrative. 
(B) State mandate determinations made by the Commission on State Mandates or a predecessor agency 
and published court decisions on state mandate determinations made by the Commission on State 
Mandates are exempt from this requirement. 
(4) A test claim shall be signed at the end of the document, under penalty of perjury by the claimant or its 
authorized representative, with the declaration that the test claim is true and complete to the best of the 
declarant's personal knowledge, information, or belief. The date of signing, the declarant's title, address, 
telephone number, facsimile machine telephone number, and electronic mail address shall be included. 
(c) If a completed test claim is not received by the commission within 30 calendar days from the date that 
an incomplete test claim was returned by the commission, the original test claim filing date may be 
disallowed, and a new test claim may be accepted on the same statute or executive order. 
(d) In addition, the commission shall determine whether an incorrect reduction claim is complete within 10 
days after the date that the incorrect reduction claim is filed. If the commission determines that an incorrect 
reduction claim is not complete, the commission shall notify the local agency and school district that filed 
the claim stating the reasons that the claim is not complete. The local agency or school district shall have 
30 days to complete the claim. The commission shall serve a copy of the complete incorrect reduction 
claim on the Controller. The Controller shall have no more than 90 days after the date the claim is 
delivered or mailed to file any rebuttal to an incorrect reduction claim. The failure of the Controller to file a 
rebuttal to an incorrect reduction claim shall not serve to delay the consideration of the claim by the 
commission. 
 
17554.  With the agreement of all parties to the claim, the commission may waive the application of any 
procedural requirement imposed by this chapter or pursuant to Section 17553. The authority granted by 
this section includes the consolidation of claims and the shortening of time periods. 
 
17555.  (a) Not later than 30 days after hearing and deciding upon a test claim pursuant to subdivision (a) 
of Section 17551, and determining the amount to be subvened to local agencies and school districts for 
reimbursement pursuant to subdivision (a) of Section 17557, the commission shall notify the appropriate 
Senate and Assembly policy and fiscal committees, the Legislative Analyst, the Department of Finance, 
and the Controller of that decision. (b) For purposes of this section, the "appropriate policy committee" 
means the policy committee that has jurisdiction over the subject matter of the statute, regulation, or 
executive order, and in which bills relating to that subject matter would have been heard. 
 
17556.  The commission shall not find costs mandated by the state, as defined in Section 17514, in any 
claim submitted by a local agency or school district, if, after a hearing, the commission finds any one of the 
following: 
(a) The claim is submitted by a local agency or school district that requested legislative authority for that 
local agency or school district to implement the program specified in the statute, and that statute imposes 
costs upon that local agency or school district requesting the legislative authority. A resolution from the 
governing body or a letter from a delegated representative of the governing body of a local agency or 
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school district that requests authorization for that local agency or school district to implement a given 
program shall constitute a request within the meaning of this subdivision. 
(b) The statute or executive order affirmed for the state a mandate that had been declared existing law or 
regulation by action of the courts. 
(c) The statute or executive order imposes a requirement that is mandated by a federal law or regulation 
and results in costs mandated by the federal government, unless the statute or executive order mandates 
costs that exceed the mandate in that federal law or regulation. This subdivision applies regardless of 
whether the federal law or regulation was enacted or adopted prior to or after the date on which the state 
statute or executive order was enacted or issued. 
(d) The local agency or school district has the authority to levy service charges, fees, or assessments 
sufficient to pay for the mandated program or increased level of service. 
(e) The statute, executive order, or an appropriation in a Budget Act or other bill provides for offsetting 
savings to local agencies or school districts that result in no net costs to the local agencies or school 
districts, or includes additional revenue that was specifically intended to fund the costs of the state 
mandate in an amount sufficient to fund the cost of the state mandate. 
(f) The statute or executive order imposes duties that are necessary to implement, reasonably within the 
scope of, or expressly included in, a ballot measure approved by the voters in a statewide or local election. 
This subdivision applies regardless of whether the statute or executive order was enacted or adopted 
before or after the date on which the ballot measure was approved by the voters. 
(g) The statute created a new crime or infraction, eliminated a crime or infraction, or changed the penalty 
for a crime or infraction, but only for that portion of the statute relating directly to the enforcement of the 
crime or infraction. 
 
17557.  (a) If the commission determines there are costs mandated by the state pursuant to Section 
17551, it shall determine the amount to be subvened to local agencies and school districts for 
reimbursement. In so doing it shall adopt parameters and guidelines for reimbursement of any claims 
relating to the statute or executive order. The successful test claimants shall submit proposed parameters 
and guidelines within 30 days of adoption of a statement of decision on a test claim. At the request of a 
successful test claimant, the commission may provide for one or more extensions of this 30-day period at 
any time prior to its adoption of the parameters and guidelines. If proposed parameters and guidelines are 
not submitted within the 30-day period and the commission has not granted an extension, then the 
commission shall notify the test claimant that the amount of reimbursement the test claimant is entitled to 
for the first 12 months of incurred costs will be reduced by 20 percent, unless the test claimant can 
demonstrate to the commission why an extension of the 30-day period is justified. 
(b) In adopting parameters and guidelines, the commission may adopt a reasonable reimbursement 
methodology. 
(c) The parameters and guidelines adopted by the commission shall specify the fiscal years for which local 
agencies and school districts shall be reimbursed for costs incurred. However, the commission may not 
specify in the parameters and guidelines any fiscal year for which payment could be provided in the annual 
Budget Act. 
(d) A local agency, school district, or the state may file a written request with the commission to amend, 
modify, or supplement the parameters or guidelines. The commission may, after public notice and hearing, 
amend, modify, or supplement the parameters and guidelines. A parameters and guidelines amendment 
submitted within 90 days of the claiming deadline for initial claims, as specified in the claiming instructions 
pursuant to Section 17561, shall apply to all years eligible for reimbursement as defined in the original 
parameters and guidelines. A parameters and guidelines amendment filed more than 90 days after the 
claiming deadline for initial claims, as specified in the claiming instructions pursuant to Section 17561, and 
on or before the claiming deadline following a fiscal year, shall establish reimbursement eligibility for that 
fiscal year. 
(e) A test claim shall be submitted on or before June 30 following a fiscal year in order to establish 
eligibility for reimbursement for that fiscal year. The claimant may thereafter amend the test claim at any 
time, but before the test claim is set for a hearing, without affecting the original filing date as long as the 
amendment substantially relates to the original test claim. 
(f) In adopting parameters and guidelines, the commission shall consult with the Department of Finance, 
the affected state agency, the Controller, the fiscal and policy committees of the Assembly and Senate, the 
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Legislative Analyst, and the claimants to consider a reasonable reimbursement methodology that balances 
accuracy with simplicity. 
 
17557.1.  (a) Notwithstanding any other provision of this part, within 30 days of the commission's adoption 
of a statement of decision on a test claim, the test claimant and the Department of Finance may notify the 
executive director of the commission in writing of their intent to follow the process described in this section 
to develop a reasonable reimbursement methodology and statewide estimate of costs for the initial 
claiming period and budget year for reimbursement of costs mandated by the state in accordance with the 
statement of decision. The letter of intent shall include the date on which the test claimant and the 
Department of Finance will submit a plan to ensure that costs from a representative sample of eligible local 
agency or school district claimants are considered in the development of a reasonable reimbursement 
methodology. 
(b) This plan shall also include all of the following information: 
(1) The date on which the test claimant and Department of Finance will provide to the executive director an 
informational update regarding their progress in developing the reasonable reimbursement methodology. 
(2) The date on which the test claimant and Department of Finance will submit to the executive director the 
draft reasonable reimbursement methodology and proposed statewide estimate of costs for the initial 
claiming period and budget year. This date shall be no later than 180 days after the date the letter of intent 
is sent by the test claimant and Department of Finance to the executive director. 
(c) At the request of the test claimant and Department of Finance, the executive director may provide for 
up to four extensions of this 180-day period. 
(d) The test claimant or Department of Finance may notify the executive director at any time that the 
claimant or Department of Finance no longer intends to develop a reasonable reimbursement methodology 
pursuant to this section. In this case, paragraph (2) of subdivision (a) of Section 17553 and Section 17557 
shall apply to the test claim. Upon receipt of this notification, the executive director shall notify the test 
claimant of the duty to submit proposed parameters and guidelines within 30 days under subdivision (a) of 
Section 17557. 
 
17557.2.  (a) A reasonable reimbursement methodology developed pursuant to Section 17557.1 or a joint 
request for early termination of a reasonable reimbursement methodology shall have broad support from a 
wide range of local agencies or school districts. The test claimant and Department of Finance may 
demonstrate broad support from a wide range of local agencies or school districts in different ways, 
including, but not limited to, obtaining endorsement by one or more statewide associations of local 
agencies or school districts and securing letters of approval from local agencies or school districts. 
(b) No later than 60 days before a commission hearing, the test claimant and Department of Finance shall 
submit to the commission a joint proposal that shall include all of the following: 
(1) The draft reasonable reimbursement methodology. 
(2) The proposed statewide estimate of costs for the initial claiming period and budget year. 
(3) A description of the steps the test claimant and the Department of Finance undertook to determine the 
level of support by local agencies or school districts for the draft reasonable reimbursement methodology. 
(4) An agreement that the reasonable reimbursement methodology developed and approved under this 
section shall be in effect for a period of five years unless a different term is approved by the commission, 
or upon submission to the commission of a letter indicating the Department of Finance and test claimant's 
joint interest in early termination of the reasonable reimbursement methodology. 
(5) An agreement that, at the conclusion of the period established in paragraph (4), the Department of 
Finance and the test claimant will consider jointly whether amendments to the methodology are necessary. 
(c) The commission shall approve the draft reasonable reimbursement methodology if review of the 
information submitted pursuant to Section 17557.1 and subdivision (b) of this section demonstrates that 
the draft reasonable reimbursement methodology and statewide estimate of costs for the initial claiming 
period and budget year have been developed in accordance with Section 17557.1 and meet the 
requirements of subdivision (a). The commission thereafter shall adopt the proposed statewide estimate of 
costs for the initial claiming period and budget year. Statewide cost estimates adopted under this section 
shall be included in the report to the Legislature required under Section 17600 and shall be reported by the 
commission to the appropriate Senate and Assembly policy and fiscal committees, the Legislative Analyst, 
and the Department of Finance not later than 30 days after adoption. 
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(d) Unless amendments are proposed pursuant to this subdivision, the reasonable reimbursement 
methodology approved by the commission pursuant to this section shall expire after either five years, any 
other term approved by the commission, or upon submission to the commission of a letter indicating the 
Department of Finance's and test claimant's joint interest in early termination of the reasonable 
reimbursement methodology. 
(e) The commission shall approve a joint request for early termination of a reasonable reimbursement 
methodology if the request meets the requirements of subdivision (a). If the commission approves a joint 
request for early termination, the commission shall notify the test claimant of the duty to submit proposed 
parameters and guidelines to the commission pursuant to subdivision (a) of Section 17557. 
(f) At least one year before the expiration of a reasonable reimbursement methodology, the commission 
shall notify the Department of Finance and the test claimant that they may do one of the following: 
(1) Jointly propose amendments to the reasonable reimbursement methodology by submitting the 
information described in paragraphs (1), (3), and (4) of subdivision (b), and providing an estimate of the 
mandate's annual cost for the subsequent budget year. 
(2) Jointly propose that the reasonable reimbursement methodology remain in effect. 
(3) Allow the reasonable reimbursement methodology to expire and notify the commission that the test 
claimant will submit proposed parameters and guidelines to the commission pursuant to subdivision (a) of 
Section 17557 to replace the reasonable reimbursement methodology. 
(g) The commission shall either approve the continuation of the reasonable reimbursement methodology or 
approve the jointly proposed amendments to the reasonable reimbursement methodology if the information 
submitted in accordance with paragraph (1) of subdivision (d) demonstrates that the proposed 
amendments were developed in accordance with Section 17557.1 and meet the requirements of 
subdivision (a) of this section. 
 
17558.  (a) The commission shall submit the adopted parameters and guidelines or a reasonable 
reimbursement methodology approved pursuant to Section 17557.2 to the Controller. As used in this 
chapter, a "reasonable reimbursement methodology" approved pursuant to Section 17557.2 includes all 
amendments to the reasonable reimbursement methodology. When the Legislature declares a legislatively 
determined mandate in accordance with Section 17573 in which claiming instructions are necessary, the 
Department of Finance shall notify the Controller. 
(b) Not later than 60 days after receiving the adopted parameters and guidelines, a reasonable 
reimbursement methodology from the commission, or notification from the Department of Finance, the 
Controller shall issue claiming instructions for each mandate that requires state reimbursement, to assist 
local agencies and school districts in claiming costs to be reimbursed. In preparing claiming instructions, 
the Controller shall request assistance from the Department of Finance and may request the assistance of 
other state agencies. The claiming instructions shall be derived from the test claim decision and the 
adopted parameters and guidelines, reasonable reimbursement methodology, or statute declaring a 
legislatively determined mandate. 
(c) The Controller shall, within 60 days after receiving amended parameters and guidelines, an amended 
reasonable reimbursement methodology from the commission or other information necessitating a revision 
of the claiming instructions, prepare and issue revised claiming instructions for mandates that require state 
reimbursement that have been established by commission action pursuant to Section 17557, Section 
17557.2, or after any decision or order of the commission pursuant to Section 17559, or after any action by 
the Legislature pursuant to Section 17573. In preparing revised claiming instructions, the Controller may 
request the assistance of other state agencies. 
 
17558.5.  (a) A reimbursement claim for actual costs filed by a local agency or school district pursuant to 
this chapter is subject to the initiation of an audit by the Controller no later than three years after the date 
that the actual reimbursement claim is filed or last amended, whichever is later. However, if no funds are 
appropriated or no payment is made to a claimant for the program for the fiscal year for which the claim is 
filed, the time for the Controller to initiate an audit shall commence to run from the date of initial payment of 
the claim. In any case, an audit shall be completed not later than two years after the date that the audit is 
commenced. 
(b) The Controller may conduct a field review of any claim after the claim has been submitted, prior to the 
reimbursement of the claim. 
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(c) The Controller shall notify the claimant in writing within 30 days after issuance of a remittance advice of 
any adjustment to a claim for reimbursement that results from an audit or review. The notification shall 
specify the claim components adjusted, the amounts adjusted, interest charges on claims adjusted to 
reduce the overall reimbursement to the local agency or school district, and the reason for the adjustment. 
Remittance advices and other notices of payment action shall not constitute notice of adjustment from an 
audit or review. 
(d) The interest rate charged by the Controller on reduced claims shall be set at the Pooled Money 
Investment Account rate and shall be imposed on the dollar amount of the overpaid claim from the time the 
claim was paid until overpayment is satisfied. 
(e) Nothing in this section shall be construed to limit the adjustment of payments when inaccuracies are 
determined to be the result of the intent to defraud, or when a delay in the completion of an audit is the 
result of willful acts by the claimant or inability to reach agreement on terms of final settlement. 
 
17558.6.  It is the intent of the Legislature that the Commission on State Mandates review its process by 
which local agencies may appeal the reduction of reimbursement claims on the basis that the reduction is 
incorrect in order to provide for a more expeditious and less costly process. 
 
17558.7.  (a) If the Controller reduces a claim approved by the commission, the claimant may file with the 
commission an incorrect reduction claim pursuant to regulations adopted by the commission. 
(b) A claimant eligible to file an incorrect reduction claim may file a consolidated incorrect reduction claim 
on behalf of other claimants whose claims for reimbursement under the same mandate are alleged to have 
been incorrectly reduced if all of the following apply: 
(1) The method, act, or practice that the claimant alleges led to the reduction has led to similar reductions 
of other parties' claims, and all of the claims involve common questions of law or fact. 
(2) The common questions of law or fact among the claims predominate over any matter affecting only an 
individual claim. 
(3) The consolidation of similar claims by individual claimants would result in consistent decision making by 
the commission. 
(4) The claimant filing the consolidated claim would fairly and adequately protect the interests of the other 
claimants. 
(c) A claimant that seeks to file a consolidated incorrect reduction claim shall, at the time it files an 
incorrect reduction claim, on a form provided by the commission, notify the commission of its intent to file a 
consolidated incorrect reduction claim. 
(d) Within 10 days after receipt of an incorrect reduction claim and notice of intent to consolidate, the 
commission shall request that the Controller provide the commission and the claimant with a list of 
claimants for whom the Controller has reduced similar claims under the same mandate. Upon receipt of 
this list from the Controller, the claimant may notify the claimants on the list and other interested parties of 
its intent to file a consolidated incorrect reduction claim. 
(e) Within 30 days of receipt of the notice of intent to consolidate from the original claimant, on a form 
provided by the commission, any other eligible claimant shall file with the commission its notice of intent to 
join the consolidated incorrect reduction claim, which shall include a copy of the remittance advice or other 
notice from the Controller of the claim reduction, and one copy of the reimbursement claims for which an 
incorrect reduction is alleged. 
(f) The commission shall notify each claimant that files an intent to join the consolidated incorrect reduction 
claim that it may opt out of the consolidated claim and not be bound by any determination made on that 
consolidated claim. A claimant may opt out of a consolidated claim no later than 15 days after the state 
agency files comments on the consolidated claim. A claimant that opts out of the consolidated claim, in 
order to preserve its right to challenge a reduction made by the Controller on that same mandate, shall file 
an individual incorrect reduction claim pursuant to commission requirements, no later than one year after 
opting out or within the statute of limitations under the commission's regulations. 
(g) The commission shall adopt regulations establishing procedures for receiving a consolidated incorrect 
reduction claim pursuant to this section and for providing a hearing on a consolidated claim. 
 
17558.8.  (a) The commission may, on its own initiative, consolidate incorrect reduction claims filed with 
the commission by different claimants under the same mandate if all of the following apply: 

Revised 10/09     Section 4, Appendix B, Page 10 
 



State of California           Local Agencies Mandated Cost Manual 

(1) The same method, act, or practice is alleged to have led to the reduction in each claim, and all of the 
claims involve common questions of law or fact. 
(2) The common questions of law or fact among the claims predominate over any matter affecting only an 
individual claim. 
(3) The consolidation of similar claims by individual claimants would result in consistent decision making by 
the commission. 
(b) The commission shall adopt regulations establishing procedures for consolidation of incorrect reduction 
claims pursuant to this section and for providing a hearing on a consolidated claim. 
 
17559.  (a) The commission may order a reconsideration of all or part of a test claim or incorrect reduction 
claim on petition of any party. The power to order a reconsideration or amend a test claim decision shall 
expire 30 days after the statement of decision is delivered or mailed to the claimant. If additional time is 
needed to evaluate a petition for reconsideration filed prior to the expiration of the 30-day period, the 
commission may grant a stay of that expiration for no more than 30 days, solely for the purpose of 
considering the petition. If no action is taken on a petition within the time allowed for ordering 
reconsideration, the petition shall be deemed denied. 
(b) A claimant or the state may commence a proceeding in accordance with the provisions of Section 
1094.5 of the Code of Civil Procedure to set aside a decision of the commission on the ground that the 
commission's decision is not supported by substantial evidence. The court may order the commission to 
hold another hearing regarding the claim and may direct the commission on what basis the claim is to 
receive a rehearing. 
 
17560.  Reimbursement for state-mandated costs may be claimed as follows: 
(a) A local agency or school district may, by February 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. 
(b) In the event revised claiming instructions are issued by the Controller pursuant to subdivision (c) of 
Section 17558 between November 15 and February 15, a local agency or school district filing an annual 
reimbursement claim shall have 120 days following the issuance date of the revised claiming instructions 
to file a claim. 
 
17561.  (a) The state shall reimburse each local agency and school district for all "costs mandated by the 
state," as defined in Section 17514 and for legislatively determined mandates in accordance with Section 
17573. 
(b) (1) For the initial fiscal year during which these costs are incurred, reimbursement funds shall be 
provided as follows: 
(A) Any statute mandating these costs shall provide an appropriation therefor. 
(B) Any executive order mandating these costs shall be accompanied by a bill appropriating the funds 
therefor, or alternatively, an appropriation for these costs shall be included in the Budget Bill for the next 
succeeding fiscal year. The executive order shall cite that item of appropriation in the Budget Bill or that 
appropriation in any other bill that is intended to serve as the source from which the Controller may pay the 
claims of local agencies and school districts. 
(2) In subsequent fiscal years appropriations for these costs shall be included in the annual Governor's 
Budget and in the accompanying Budget Bill. In addition, appropriations to reimburse local agencies and 
school districts for continuing costs resulting from chaptered bills or executive orders for which claims have 
been awarded pursuant to subdivision (a) of Section 17551 shall be included in the annual Governor's 
Budget and in the accompanying Budget Bill. 
(c) The amount appropriated to reimburse local agencies and school districts for costs mandated by the 
state shall be appropriated to the Controller for disbursement. 
(d) The Controller shall pay any eligible claim pursuant to this section by October 15 or 60 days after the 
date the appropriation for the claim is effective, whichever is later. The Controller shall disburse 
reimbursement funds to local agencies or school districts if the costs of these mandates are not payable to 
state agencies, or to state agencies that would otherwise collect the costs of these mandates from local 
agencies or school districts in the form of fees, premiums, or payments. When disbursing reimbursement 
funds to local agencies or school districts, the Controller shall disburse them as follows: 
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(1) For initial reimbursement claims, the Controller shall issue claiming instructions to the relevant local 
agencies and school districts pursuant to Section 17558. Issuance of the claiming instructions shall 
constitute a notice of the right of the local agencies and school districts to file reimbursement claims, based 
upon parameters and guidelines adopted by the commission, the reasonable reimbursement methodology 
approved by the commission pursuant to Section 17557.2, or statutory declaration of a legislatively 
determined mandate and reimbursement methodology pursuant to Section 17573. 
(A) When claiming instructions are issued by the Controller pursuant to Section 17558 for each mandate 
determined pursuant to Section 17551 or 17573 that requires state reimbursement, each local agency or 
school district to which the mandate is applicable shall submit claims for initial fiscal year costs to the 
Controller within 120 days of the issuance date for the claiming instructions. 
(B) When the commission is requested to review the claiming instructions pursuant to Section 17571, each 
local agency or school district to which the mandate is applicable shall submit a claim for reimbursement 
within 120 days after the commission reviews the claiming instructions for reimbursement issued by the 
Controller. 
(C) If the local agency or school district does not submit a claim for reimbursement within the 120-day 
period, or submits a claim pursuant to revised claiming instructions, it may submit its claim for 
reimbursement as specified in Section 17560. The Controller shall pay these claims from the funds 
appropriated therefor, except the Controller may take either of the following actions: 
(i) Audit the records of any local agency or school district to verify the actual amount of the mandated 
costs, the application of a reasonable reimbursement methodology, or application of a legislatively enacted 
reimbursement methodology under Section 17573. 
(ii) Reduce any claim that the Controller determines is excessive or unreasonable. 
(2) In subsequent fiscal years each local agency or school district shall submit its claims as specified in 
Section 17560. The Controller shall pay these claims from funds appropriated therefor except as follows: 
(A) The Controller may audit any of the following: 
(i) Records of any local agency or school district to verify the actual amount of the mandated costs. 
(ii) The application of a reasonable reimbursement methodology. 
(iii) The application of a legislatively enacted reimbursement methodology under Section 17573. 
(B) The Controller may reduce any claim that the Controller determines is excessive or unreasonable. 
(C) The Controller shall adjust the payment to correct for any underpayments or overpayments that 
occurred in previous fiscal years. 
(3) When paying a timely filed claim for initial reimbursement, the Controller shall withhold 20 percent of 
the amount of the claim until the claim is audited to verify the actual amount of the mandated costs. All 
initial reimbursement claims for all fiscal years required to be filed on their initial filing date for a state-
mandated local program shall be considered as one claim for the purpose of computing any late claim 
penalty. Any claim for initial reimbursement filed after the filing deadline shall be reduced by 10 percent of 
the amount that would have been allowed had the claim been timely filed. The Controller may withhold 
payment of any late claim for initial reimbursement until the next deadline for funded claims unless 
sufficient funds are available to pay the claim after all timely filed claims have been paid. In no case may a 
reimbursement claim be paid if submitted more than one year after the filing deadline specified in the 
Controller's claiming instructions on funded mandates. 
(e) (1) Except as specified in paragraph (2), for the purposes of determining the state's payment obligation 
under paragraph (1) of subdivision (b) of Section 6 of Article XIII B of the Constitution, a mandate that is 
"determined in a preceding fiscal year to be payable by the state" means any mandate for which the 
commission adopted a statewide cost estimate pursuant to this part during a previous fiscal year or that 
were identified as mandates by a predecessor agency to the commission, or that the Legislature declared 
by statute to be a legislatively determined mandate, unless the mandate has been repealed or otherwise 
eliminated. 
(2) If the commission adopts a statewide cost estimate for a mandate during the months of April, May, or 
June, the state's payment obligation under subdivision (b) of Section 6 of Article XIII B shall commence 
one year after the time specified in paragraph (1). 
 
17561.5.  The payment of an initial reimbursement claim by the Controller shall include accrued interest at 
the Pooled Money Investment Account rate, if the payment is being made more than 365 days after 
adoption of the statewide cost estimate for an initial claim. Interest shall begin to accrue as of the 366th 
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day after adoption of the statewide cost estimate for the initial claim. Payment of a subsequent claim that 
was reported to the Legislature pursuant to paragraph (2) of subdivision (b) of Section 17562 shall include 
accrued interest at the Pooled Money Investment Account rate for any unpaid amount remaining on 
August 15 following the filing deadline. Interest shall begin to accrue on August 16 following the filing 
deadline. 
 
17561.6.  A budget act item or appropriation pursuant to this part for reimbursement of claims shall include 
an amount necessary to reimburse any interest due pursuant to Section 17561.5. 
 
17562.  (a) The Legislature hereby finds and declares that the increasing revenue constraints on state and 
local government and the increasing costs of financing state-mandated local programs make evaluation of 
state-mandated local programs imperative. Accordingly, it is the intent of the Legislature to increase 
information regarding state mandates and establish a method for regularly reviewing the costs and benefits 
of state-mandated local programs. 
(b) (1) The Controller shall submit a report to the Joint Legislative Budget Committee and fiscal committees 
by October 31 of each fiscal year beginning with the 2007-08 fiscal year. This report shall summarize, by 
state mandate, the total amount of claims paid per fiscal year and the amount, if any, of mandate 
deficiencies or surpluses. This report shall be made available in an electronic spreadsheet format. The 
report shall compare the estimated annual cost of each mandate in the preceding fiscal year to the amount 
determined to be payable by the state for that fiscal year. 
(2) The Controller shall submit a report to the Joint Legislative Budget Committee, the applicable fiscal 
committees, and the Director of Finance by April 30 of each fiscal year. This report shall summarize, by 
state mandate, the total amount of unpaid claims by fiscal year that were submitted before April 1 of that 
fiscal year. The report shall also summarize any mandate deficiencies or surpluses. It shall be made 
available in an electronic spreadsheet, and shall be used for the purpose of determining the state's 
payment obligation under paragraph (1) of subdivision (b) of Section 6 of Article XIII B of the California 
Constitution. 
(c) After the commission submits its second semiannual report to the Legislature pursuant to Section 
17600, the Legislative Analyst shall submit a report to the Joint Legislative Budget Committee and 
legislative fiscal committees on the mandates included in the commission's reports. The report shall make 
recommendations as to whether the mandate should be repealed, funded, suspended, or modified. 
(d) In its annual analysis of the Budget Bill and based on information provided pursuant to subdivision (b), 
the Legislative Analyst shall report total annual state costs for mandated programs and, as appropriate, 
provide an analysis of specific mandates and make recommendations on whether the mandate should be 
repealed, funded, suspended, or modified. 
(e) (1) A statewide association of local agencies or school districts or a Member of the Legislature may 
submit a proposal to the Legislature recommending the elimination or modification of a state-mandated 
local program. To make such a proposal, the association or member shall submit a letter to the Chairs of 
the Assembly Committee on Education or the Assembly Committee on Local Government, as the case 
may be, and the Senate Committee on Education or the Senate Committee on Local Government, as the 
case may be, specifying the mandate and the concerns and recommendations regarding the mandate. 
The association or member shall include in the proposal all information relevant to the conclusions. If the 
chairs of the committees desire additional analysis of the submitted proposal, the chairs may refer the 
proposal to the Legislative Analyst for review and comment. The chairs of the committees may refer up to 
a total of 10 of these proposals to the Legislative Analyst for review in any year. Referrals shall be 
submitted to the Legislative Analyst by December 1 of each year. 
(2) The Legislative Analyst shall review and report to the Legislature with regard to each proposal that is 
referred to the office pursuant to paragraph (1). The Legislative Analyst shall recommend that the 
Legislature adopt, reject, or modify the proposal. The report and recommendations shall be submitted 
annually to the Legislature by March 1 of the year subsequent to the year in which referrals are submitted 
to the Legislative Analyst. 
(3) The Department of Finance shall review all statutes enacted each year that contain provisions making 
inoperative Section 17561 or Section 17565 that have resulted in costs or revenue losses mandated by the 
state that were not identified when the statute was enacted. The review shall identify the costs or revenue 
losses involved in complying with the statutes. The Department of Finance shall also review all statutes 
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enacted each year that may result in cost savings authorized by the state. The Department of Finance 
shall submit an annual report of the review required by this subdivision, together with the 
recommendations as it may deem appropriate, by December 1 of each year. 
(f) It is the intent of the Legislature that the Assembly Committee on Local Government and the Senate 
Committee on Local Government hold a joint hearing each year regarding the following: 
(1) The reports and recommendations submitted pursuant to subdivision (e). 
(2) The reports submitted pursuant to Sections 17570, 17600, and 17601. 
(3) Legislation to continue, eliminate, or modify any provision of law reviewed pursuant to this subdivision. 
The legislation may be by subject area or by year or years of enactment. 
 
17563.  Any funds received by a local agency or school district pursuant to the provisions of this chapter 
may be used for any public purpose. 
 
17564.  (a) No claim shall be made pursuant to Sections 17551, 17561, or 17573, nor shall any payment 
be made on claims submitted pursuant to Sections 17551 or 17561, or pursuant to a legislative 
determination under Section 17573, unless these claims exceed one thousand dollars ($1,000). However, 
a county superintendent of schools or county may submit a combined claim on behalf of school districts, 
direct service districts, or special districts within their county if the combined claim exceeds one thousand 
dollars ($1,000) even if the individual school district's, direct service district's, or special district's claims do 
not each exceed one thousand dollars ($1,000). The county superintendent of schools or the county shall 
determine if the submission of the combined claim is economically feasible and shall be responsible for 
disbursing the funds to each school, direct service, or special district. These combined claims may be filed 
only when the county superintendent of schools or the county is the fiscal agent for the districts. All 
subsequent claims based upon the same mandate shall only be filed in the combined form unless a school 
district, direct service district, or special district provides to the county superintendent of schools or county 
and to the Controller, at least 180 days prior to the deadline for filing the claim, a written notice of its intent 
to file a separate claim. 
(b) Claims for direct and indirect costs filed pursuant to Section 17561 shall be filed in the manner 
prescribed in the parameters and guidelines or reasonable reimbursement methodology and claiming 
instructions. 
(c) Claims for direct and indirect costs filed pursuant to a legislatively determined mandate pursuant to 
Section 17573 shall be filed and paid in the manner prescribed in the Budget Act or other bill, or claiming 
instructions, if applicable. 
 
17565.  If a local agency or a school district, at its option, has been incurring costs which are subsequently 
mandated by the state, the state shall reimburse the local agency or school district for those costs incurred 
after the operative date of the mandate. 
 
17567.  In the event that the amount appropriated for reimbursement purposes pursuant to Section 17561 
is not sufficient to pay all of the claims approved by the Controller, the Controller shall prorate claims in 
proportion to the dollar amount of approved claims timely filed and on hand at the time of proration. The 
Controller shall adjust prorated claims if supplementary funds are appropriated for this purpose. 
In the event that the Controller finds it necessary to prorate claims as provided by this section, the 
Controller shall immediately report this action to the Department of Finance, the Chairperson of the Joint 
Legislative Budget Committee, and the Chairperson of the respective committee in each house of the 
Legislature which considers appropriations in order to assure appropriation of these funds in the Budget 
Act. 
 
17568.  If a local agency or school district submits an otherwise valid reimbursement claim to the 
Controller after the deadline specified in Section 17560, the Controller shall reduce the reimbursement 
claim in an amount equal to 10 percent of the amount that would have been allowed had the 
reimbursement claim been timely filed, provided that the amount of this reduction shall not exceed ten 
thousand dollars ($10,000). In no case shall a reimbursement claim be paid that is submitted more than 
one year after the deadline specified in Section 17560. 
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17571.  The commission, upon request of a local agency or school district, shall review the claiming 
instructions issued by the Controller or any other authorized state agency for reimbursement of mandated 
costs. If the commission determines that the claiming instructions do not conform to the parameters and 
guidelines, the commission shall direct the Controller to modify the claiming instructions and the Controller 
shall modify the claiming instructions to conform to the parameters and guidelines as directed by the 
commission. 
 
17575-17581.5 17575.  When a bill is introduced in the Legislature, and each time a bill is amended, on 
and after January 1, 1985, the Legislative Counsel shall determine whether the bill mandates a new 
program or higher level of service pursuant to Section 6 of Article XIII B of the California Constitution. The 
Legislative Counsel shall make this determination known in the digest of the bill and shall describe in the 
digest the basis for this determination. The determination by the Legislative Counsel shall not be binding 
on the commission in making its determination pursuant to Section 17555. 
 
17576.  Whenever the Legislative Counsel determines that a bill will mandate a new program or higher 
level of service pursuant to Section 6 of Article XIII B of the California Constitution, the Department of 
Finance shall prepare an estimate of the amount of reimbursement which will be required. This estimate 
shall be prepared for the respective committees of each house of the Legislature which consider taxation 
measures and appropriation measures and shall be prepared prior to any hearing on the bill by any such 
committee. 
 
17577.  The estimate required by Section 17576 shall be the amount estimated to be required during the 
first fiscal year of a bill's operation in order to reimburse local agencies and school districts for costs 
mandated by the state by the bill. 
 
17578.  In the event that a bill is amended on the floor of either house, whether by adoption of the report of 
a conference committee or otherwise, in such a manner as to mandate a new program or higher level of 
service pursuant to Section 6 of Article XIII B of the California Constitution, the Legislative Counsel shall 
immediately inform, respectively, the Speaker of the Assembly and the President of the Senate of that fact. 
Notification from the Legislative Counsel shall be published in the journal of the respective houses of the 
Legislature. 
 
17579.  Any bill introduced or amended for which the Legislative Counsel has determined the bill will 
mandate a new program or higher level of service pursuant to Section 6 of Article XIII B of the California 
Constitution shall contain a section specifying that reimbursement shall be made pursuant to this chapter 
or that the mandate is being disclaimed and the reason therefor. 
 
17581.  (a) No local agency shall be required to implement or give effect to any statute or executive order, 
or portion thereof, during any fiscal year and for the period immediately following that fiscal year for which 
the Budget Act has not been enacted for the subsequent fiscal year if all of the following apply: 
(1) The statute or executive order, or portion thereof, has been determined by the Legislature, the 
commission, or any court to mandate a new program or higher level of service requiring reimbursement of 
local agencies pursuant to Section 6 of Article XIII B of the California Constitution. 
(2) The statute or executive order, or portion thereof, or the commission's test claim number, has been 
specifically identified by the Legislature in the Budget Act for the fiscal year as being one for which 
reimbursement is not provided for that fiscal year. For purposes of this paragraph, a mandate shall be 
considered to have been specifically identified by the Legislature only if it has been included within the 
schedule of reimbursable mandates shown in the Budget Act and it is specifically identified in the language 
of a provision of the item providing the appropriation for mandate reimbursements. 
(b) Within 30 days after enactment of the Budget Act, the Department of Finance shall notify local agencies 
of any statute or executive order, or portion thereof, for which operation of the mandate is suspended 
because reimbursement is not provided for that fiscal year pursuant to this section and Section 6 of Article 
XIII B of the California Constitution. 
(c) Notwithstanding any other provision of law, if a local agency elects to implement or give effect to a 
statute or executive order described in subdivision (a), the local agency may assess fees to persons or 
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entities which benefit from the statute or executive order. Any fee assessed pursuant to this subdivision 
shall not exceed the costs reasonably borne by the local agency. 
(d) This section shall not apply to any state-mandated local program for the trial courts, as specified in 
Section 77203. 
(e) This section shall not apply to any state-mandated local program for which the reimbursement funding 
counts toward the minimum General Fund requirements of Section 8 of Article XVI of the Constitution. 
 
17581.5.  (a) A school district shall not be required to implement or give effect to the statutes, or a portion 
of the statutes, identified in subdivision (c) during any fiscal year and for the period immediately following 
that fiscal year for which the Budget Act has not been enacted for the subsequent fiscal year if all of the 
following apply: 
(1) The statute or a portion of the statute, has been determined by the Legislature, the commission, or any 
court to mandate a new program or higher level of service requiring reimbursement of school districts 
pursuant to Section 6 of Article XIII B of the California Constitution. 
(2) The statute, or a portion of the statute, or the test claim number utilized by the commission, specifically 
has been identified by the Legislature in the Budget Act for the fiscal year as being one for which 
reimbursement is not provided for that fiscal year. For purposes of this paragraph, a mandate shall be 
considered specifically to have been identified by the Legislature only if it has been included within the 
schedule of reimbursable mandates shown in the Budget Act and it specifically is identified in the language 
of a provision of the item providing the appropriation for mandate reimbursements. 
(b) Within 30 days after enactment of the Budget Act, the Department of Finance shall notify school 
districts of any statute or executive order, or portion thereof, for which reimbursement is not provided for 
the fiscal year pursuant to this section. 
(c) This section applies only to the following mandates: 
(1) The School Bus Safety I (CSM-4433) and II (97-TC-22) mandates (Chapter 642 of the Statutes of 
1992; Chapter 831 of the Statutes of 1994; and Chapter 739 of the Statutes of 1997). 
(2) The School Crimes Reporting II mandate (97-TC-03; and Chapter 759 of the Statutes of 1992 and 
Chapter 410 of the Statutes of 1995). 
(3) Investment reports (96-358-02; and Chapter 783 of the Statutes of 1995 and Chapters 156 and 749 of 
the Statutes of 1996). 
(4) County treasury oversight committees (96-365-03; and Chapter 784 of the Statutes of 1995 and 
Chapter 156 of the Statutes of 1996). 
(5) Grand jury proceedings mandate (98-TC-27; and Chapter 1170 of the Statutes of 1996, Chapter 443 of 
the Statutes of 1997, and Chapter 230 of the Statutes of 1998). 
(6) Sexual Harassment Training in the Law Enforcement Workplace (97-TC-07; and Chapter 126 of the 
Statutes of 1993). 
 
Government Code Sections 17600-17602 
 
17600.  At least twice each calendar year the commission shall report to the Legislature on the number of 
mandates it has found pursuant to Article 1 (commencing with Section 17550) and the estimated statewide 
costs of these mandates. This report shall identify the statewide costs estimated for each mandate and the 
reasons for recommending reimbursement. 
 
17601.  The commission shall report to the Legislature on January 15, 1986, and each January 15 
thereafter, on the number of claims it denied during the preceding calendar year and the basis on which 
the particular claims were denied. 
 
17602.  On or before January 15, 2007, and on or before each January 15 thereafter, the commission shall 
report to the Legislature the number of individual and consolidated incorrect reduction claims decided 
during the preceding calendar year and whether and why the reduction was upheld or overturned. 
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Government Code Sections 17612-17613 
 
17612.  (a) Upon receipt of the report submitted by the commission pursuant to Section 17600, funding 
shall be provided in the subsequent Budget Act for costs incurred in prior years. No funding shall be 
provided for years in which a mandate is suspended. 
(b) The Legislature may amend, modify, or supplement the parameters and guidelines, reasonable 
reimbursement methodology, and adopted statewide estimate of costs for the initial claiming period and 
budget year for mandates contained in the annual Budget Act. If the Legislature amends, modifies, or 
supplements the parameters and guidelines, reasonable reimbursement methodology, and adopted 
statewide estimate of costs for the initial claiming period and budget year, it shall make a declaration in 
separate legislation specifying the basis for the amendment, modification, or supplement. 
(c) If the Legislature deletes from the annual Budget Act funding for a mandate, the local agency or school 
district may file in the Superior Court of the County of Sacramento an action in declaratory relief to declare 
the mandate unenforceable and enjoin its enforcement for that fiscal year. 
 
17613.  (a) The Director of Finance may, upon receipt of any report submitted pursuant to Section 17567, 
authorize the augmentation of the amount available for expenditure to reimburse costs mandated by the 
state, as defined in Section 17514, as follows: 
(1) For augmentation of (A) any schedule in any item to reimburse costs mandated by the state in any 
budget act, or (B) the amount appropriated in a local government claims bill for reimbursement of the 
claims of local agencies, as defined by Section 17518, from the unencumbered balance of any other item 
to reimburse costs mandated by the state in that budget act or another budget act or in an appropriation 
for reimbursement of the claims of local agencies in another local government claims bill. 
(2) For augmentation of (A) any schedule in any budget act item, or (B) any amount appropriated in a local 
government claims bill, when either of these augmentations is for reimbursement of mandated claims of 
school districts, as defined in Section 17519, when the source of this augmentation is (A) the 
unencumbered balance of any other scheduled amount in that budget act or another budget act, or (B) an 
appropriation in another local government claims bill, when either of these appropriations is for 
reimbursement of mandate claims of school districts. This paragraph applies only to appropriations that are 
made for the purpose of meeting the minimum funding guarantee for educational programs pursuant to 
Section 8 of Article XVI of the California Constitution. 
(b) No authorization for an augmentation pursuant to this section may be made sooner than 30 days after 
the notification in writing of the necessity therefor to the chairperson of the committee in each house which 
considers appropriations and the chairperson of the Joint Legislative Budget Committee, or not sooner 
than whatever lesser time as the chairperson of the joint committee, or his or her designee, may in each 
instance determine. 
 
Government Code Sections 17615-17617 
 
17615.  The Legislature finds and declares that the existing system for reimbursing local agencies and 
school districts for actual costs mandated by the state on an annual claim basis is time consuming, 
cumbersome, and expensive at both the local and state levels. The Controller must process voluminous 
claims with all claims subject to a desk audit and selected claims also subject to a field audit. Local 
agencies are required to maintain extensive documentation of all claims in anticipation of such an audit. 
The volume of these records is substantial and will continue to grow with no relief in sight as new programs 
are mandated. The cost to local agencies and school districts for filing claims, and for maintaining 
documentation and responding to the Controller's audits is substantial. The current administrative cost to 
both state and local governments represents a significant expenditure of public funds with no apparent 
benefit to the taxpayers. 
It is the intent of the Legislature to streamline the reimbursement process for costs mandated by the state 
by creating a system of state mandate apportionments to fund the costs of certain programs mandated by 
the state. 
 
17615.1.  The commission shall establish a procedure for reviewing, upon request, mandated cost 
programs for which appropriations have been made by the Legislature for the 1982-83, 1983-84, and 
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1984-85 fiscal years, or any three consecutive fiscal years thereafter. At the request of the Department of 
Finance, the Controller, or any local agency or school district receiving reimbursement for the mandated 
program, the commission shall review the mandated cost program to determine whether the program 
should be included in the State Mandates Apportionment System. If the commission determines that the 
State Mandates Apportionment System would accurately reflect the costs of the state-mandated program, 
the commission shall direct the Controller to include the program in the State Mandates Apportionment 
System. 
 
17615.2.  (a) Notwithstanding Section 17561, after November 30, 1985, for those programs included in the 
State Mandates Apportionment System, after approval by the commission, there shall be disbursed by the 
Controller to each local agency and school district which has submitted a reimbursement claim for costs 
mandated by the state in the 1982-83, 1983-84, and the 1984-85 fiscal years, or any three consecutive 
fiscal years thereafter, an amount computed by averaging the approved reimbursement claims for this 
three-year period. The amount shall first be adjusted according to any changes in the deflator. The deflator 
shall be applied separately to each year's costs for the three years which comprise the base period. Funds 
for these purposes shall be available to the extent they are provided for in the Budget Act of 1985 and the 
Budget Act for any subsequent fiscal year thereafter. 
For purposes of this article, "base period" means the three fiscal years immediately succeeding the 
commission's approval. 
(b) When the Controller has made payment on claims prior to commission approval of the program for 
inclusion in the State Mandates Apportionment System, the payment shall be adjusted in the next 
apportionment to the amount which would have been subvened to the local agency or school district for 
that fiscal year had the State Mandates Apportionment System been in effect at the time of the initial 
payment. 
 
17615.3.  Notwithstanding Section 17561, by November 30, 1986, and by November 30 of each year 
thereafter, for those programs included in the State Mandates Apportionment System, the Controller shall 
recalculate each allocation for each local agency and school district for the 1985-86 fiscal year, by using 
the actual change in the deflator for that year. That recalculated allocation shall then be adjusted by the 
estimated change in the deflator for the 1986-87 fiscal year, and each fiscal year thereafter, to establish 
the allocation amount for the 1986-87 fiscal year, and each fiscal year thereafter. Additionally, for programs 
approved by the commission for inclusion in the State Mandates Apportionment System on or after 
January 1, 1988, the allocation for each year succeeding the three-year base period shall be adjusted 
according to any changes in both the deflator and workload. The Controller shall then subvene that 
amount after adjusting it by any amount of overpayment or underpayment in the 1985-86 fiscal year, and 
each fiscal year thereafter, due to a discrepancy between the actual change and the estimated change in 
the deflator or workload. Funds for these purposes shall be available to the extent they are provided for in 
the Budget Act of 1986 and the Budget Act for any subsequent fiscal year thereafter. 
For purposes of this article, "workload" means, for school districts and county offices of education, 
changes in the average daily attendance; for community colleges, changes in the number of full-time 
equivalent students; for cities and counties, changes in the population within their boundaries; and for 
special districts, changes in the population of the county in which the largest percentage of the district's 
population is located. 
 
17615.4.  (a) When a new mandate imposes costs that are funded either by legislation or in local 
government claims bills, local agencies and school districts may file reimbursement claims as required by 
Section 17561, for a minimum of three years after the initial funding of the new mandate. 
(b) After actual cost claims are submitted for three fiscal years against such a new mandate, the 
commission shall determine, upon request of the Controller or a local entity or school district receiving 
reimbursement for the program, whether the amount of the base year entitlement adjusted by changes in 
the deflator and workload accurately reflects the costs incurred by the local agency or school district. If the 
commission determines that the base year entitlement, as adjusted, does accurately reflect the costs of the 
program, the commission shall direct the Controller to include the program in the State Mandates 
Apportionment System. 
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(c) The Controller shall make recommendations to the commission and the commission shall consider the 
Controller's recommendations for each new mandate submitted for inclusion in the State Mandates 
Apportionment System. All claims included in the State Mandates Apportionment System pursuant to this 
section are also subject to the audit provisions of Section 17616. 
 
17615.5.  (a) If any local agency or school district has an established base year entitlement which does not 
include costs for a particular mandate, that local agency or school district may submit reimbursement 
claims for a minimum of three consecutive years, adjusted pursuant to Section 17615.3 by changes in the 
deflator and workload, or entitlement claims covering a minimum of three consecutive years, after which 
time its base year entitlement may be adjusted by an amount necessary to fund the costs of that mandate. 
(b) If any local agency or school district has no base year entitlement, but wishes to begin claiming costs of 
one or more of the mandates included in the State Mandates Apportionment System, that local agency or 
school district may submit reimbursement claims for a minimum of three consecutive years, or entitlement 
claims covering the preceding three consecutive years, which shall be adjusted pursuant to Sections 
17615.2 and 17615.3 by changes in the deflator and workload, after which time a base year entitlement 
may be established in an amount necessary to fund the costs of the mandate or mandates. 
 
17615.6.  If a local agency or school district realizes a decrease in the amount of costs incurred because a 
mandate is discontinued, or made permissive, the Controller shall determine the amount of the entitlement 
attributable to that mandate by determining the base year amount for that mandate for the local agency or 
school district plus the annual adjustments. This amount shall be subtracted from the annual subvention 
which would otherwise have been allocated to the local agency or school district. 
 
17615.7.  If a mandated program included in the State Mandates Apportionment System is modified or 
amended by the Legislature or by executive order, and the modification or amendment significantly affects 
the costs of the program, as determined by the commission, the program shall be removed from the State 
Mandate Apportionment System, and the payments reduced accordingly. Local entities or school districts 
may submit actual costs claims for a period of three years, after which the program may be considered for 
inclusion in the State Mandates Apportionment System, pursuant to the provisions of Section 17615.4. 
 
 17615.8.  (a) The commission shall establish a procedure for reviewing, upon request, any apportionment 
or base year entitlement of a local agency or school district. 
(b) Local agencies and school districts which request such a review shall maintain and provide those 
records and documentation as the commission or its designee determines are necessary for the 
commission or its designee to make the required determinations. With the exception of records required to 
verify base year entitlements, the records may not be used to adjust current or prior apportionments, but 
may be used to adjust future apportionments. 
(c) If the commission determines that an apportionment or base year entitlement for funding costs 
mandated by the state does not accurately reflect the costs incurred by the local agency or school district 
for all mandates upon which that apportionment is based, the commission shall direct the Controller to 
adjust the apportionment accordingly. For the purposes of this section, an apportionment or a base year 
entitlement does not accurately reflect the costs incurred by a local agency or school district if it falls short 
of reimbursing, or overreimburses, that local agency's or school district's actual costs by 20 percent or by 
one thousand dollars ($1,000), whichever is less. 
(d) If the commission determines that an apportionment or base year entitlement for funding costs 
mandated by the state accurately reflects the costs incurred by the local agency or school district for all 
mandates upon which that apportionment is based, the commission may, in its discretion, direct the 
Controller to withhold, and, if so directed, the Controller shall withhold the costs of the commission's review 
from the next apportionment to the local agency or school district, if the commission review was requested 
by the local agency or school district. 
 
17615.9.  The commission shall periodically review programs funded under the State Mandate 
Apportionments System to evaluate the effectiveness or continued statewide need for each such mandate. 
 
17616.  The Controller shall have the authority to do either or both of the following: 
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(a) Audit the fiscal years comprising the base year entitlement no later than three years after the year in 
which the base year entitlement is established. The results of such audits shall be used to adjust the base 
year entitlements and any subsequent apportionments based on that entitlement, in addition to adjusting 
actual cost payments made for the base years audited. 
(b) Verify that any local agency or school district receiving funds pursuant to this article is providing the 
reimbursed activities. 
 
17617.  The total amount due to each city, county, city and county, and special district, for which the state 
has determined that reimbursement is required under paragraph (2) of subdivision (b) of Section 6 of 
Article XIII B of the California Constitution, shall be appropriated for payment to these entities over a period 
of not more than 15 years, commencing with the Budget Act for the 2006-07 fiscal year and concluding 
with the Budget Act for the 2020-21 fiscal year. 
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OFFICE OF THE STATE CONTROLLER 

STATE MANDATED COSTS CLAIMING INSTRUCTIONS NO. 2006-11 

ANIMAL ADOPTION   

April 3, 2006 

Revised October 26, 2009 

In accordance with Government Code (GC) Section 17561, eligible claimants may submit claims 
to the State Controller’s Office (SCO) for reimbursement of costs incurred for state mandated 
cost programs. The following are claiming instructions and forms that eligible claimants will use 
for filing claims for the Animal Adoption (AA) program. These claiming instructions are issued 
subsequent to adoption of the program’s Parameters and Guidelines (P’s & G’s) by the 
Commission on State Mandates (Commission). 

On January 25, 2001, the Commission determined that Chapter 752, Statutes of 1998, established 
costs mandated by the State according to the provisions listed in the P’s & G’s which are 
included as an integral part of the claiming instructions.  

Eligible Claimants 

Any city or county, that incurs increased costs, as a direct result of this mandate is eligible to 
claim reimbursement of these costs.  

A.Filing Deadlines for Reimbursement Claims 

A reimbursement claim is defined in GC Section 17522 as any claim filed with the SCO by a 
local agency for reimbursement of costs incurred for which an appropriation is made for the 
purpose of paying the claim. 

An actual claim may be filed by February 15 following the fiscal year in which costs were 
incurred. Claims for fiscal year 2008-09 will be accepted without penalty if postmarked or 
delivered on or before February 16, 2010. A claim filed more than one year after the 
deadline cannot be accepted for reimbursement.  

This program was suspended by the Legislature for the 2009-2010 fiscal year pursuant to Budget 
Item 8885-295-0001, Schedule (3)(c). Consequently, no claims may be filed with the SCO for 
fiscal year 2009-2010. 

B. Late Penalty 

1. Initial Claims 

Late initial claims are assessed a late penalty of 10% of the total amount of the initial 
claims without limitation.  

2. Annual Reimbursement Claims 

Late annual reimbursement claims are assessed a late penalty of 10% of the claim 
amount; $10,000 maximum penalty. 
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Minimum Claim Cost 

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

Reimbursement of Claims 

To be eligible for mandated cost reimbursement for any fiscal year, only actual costs may be 
claimed. 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 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, notices of 
order of suspension or revocation, sworn reports, arrest reports, notices to appear, employee time 
records, or time logs, 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, 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 the Code of Civil Procedure Section 2015.5.  

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

Audit of Costs 

All claims submitted to the SCO are reviewed to determine if costs are related to the mandate, 
are reasonable and not excessive, and the claim was prepared in accordance with the SCO’s 
claiming instructions and the P’s & G’s adopted by the Commission. If any adjustments are 
made to a claim, a Notice of Claim Adjustment specifying the claim activity adjusted, the 
amount adjusted, and the reason for the adjustment, will be mailed within thirty days after 
payment of the claim. 

On-site audits will be conducted by the SCO as deemed necessary. Pursuant to GC Section 
17558.5, Subdivision (a), a reimbursement claim for actual costs filed by a claimant is subject to 
audit by the SCO no later than three years after the date the actual reimbursement claim was filed 
or last amended, whichever is later. However, if no funds were appropriated or no payment was 
made to a claimant for the program for the fiscal year for which the claim was filed, the time for 
the Controller to initiate an audit shall commence to run from the date of initial payment of the 
claim. In any case, an audit will be completed no later than two years after the date that the audit 
is commenced.  
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All documents used to support the reimbursable activities must be retained during the period 
subject to audit. If an audit has been initiated by the SCO during the period subject to audit, the 
retention period is extended until the ultimate resolution of any audit findings. Supporting 
documents must be made available to the SCO on request. 

Retention of Claiming Instructions 

All documentation to support actual costs claimed must be retained for a period of three years 
after the end of the calendar year in which the reimbursement claim was filed or last amended 
regardless of the year of costs incurred. When no funds were appropriated for initial claims at the 
time the claim was filed, supporting documents must be retained for three years from the date of 
initial payment of the claim. Therefore, all documentation to support actual costs claimed must 
be retained for the same period, and must be made available to the SCO on request. 

Questions, or requests for hard copies of these instructions, should be faxed to LRSDAR at (916) 
323-6527 or e-mailed to LRSDAR@sco.ca.gov or you may call the Local Reimbursements 
Section at (916) 324-5729. Future mandated costs claiming instructions and forms can be found 
on the Internet at www.sco.ca.gov/ard_mancost.html. 

Address for Filing Claims 

Claims should be rounded to the nearest dollar. Submit a signed original and a copy of form 
FAM-27, Claim for Payment, and all other forms. To expedite the payment process, please 
sign the form in blue ink, and attach a copy of the form FAM-27 to the top of the claim 
package.  

Use the following mailing addresses: 

If delivered by 
U.S. Postal Service: 

If delivered by 
other delivery services: 

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

Office of the State Controller 
Attn: Local Reimbursements Section
Division of Accounting and Reporting
3301 C Street, Suite 700 
Sacramento, CA  95816 
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Amended:  January 26, 2006 
Adopted: February 28, 2002 
j:mandates/2004/pga/04pga01 and 02/draftpga 

 

PARAMETERS AND GUIDELINES AMENDMENT 

Civil Code Sections 1834 and 1846; 
Food and Agriculture Code Sections 31108, 31752, 31752.5, 31753, 32001, and 32003 

As Added or Amended by Statutes of 1998, Chapter 752 

AND 

Amended Pursuant to Statutes 2004, Chapter 313 (AB 2224) and 
Request of the State Controller’s Office 

Animal Adoption 

I. Summary of the Mandate 

The test claim legislation was enacted in an attempt to end the euthanasia of 
adoptable and treatable animals.  Generally, the test claim legislation 
increased the holding period for stray and abandoned dogs, cats, and other 
specified animals; required the verification of the temperament of feral cats; 
required the posting of lost and found lists; required the maintenance of 
records for impounded animals; and required that impounded animals receive 
“necessary and prompt veterinary care.” 

The Commission partially approved this test claim, pursuant to article XIII B, 
section 6 of the California Constitution and Government Code section 17514, 
for the increased costs in performing the following activities only: 

1. Providing care and maintenance during the increased holding period for 
impounded dogs and cats that are ultimately euthanized.  The increased 
holding period shall be measured by calculating the difference between 
three days from the day of capture and four business days from the day 
after impoundment, as specified below in 3 (a) and 3 (b), or six business 
days from the day after impoundment (Food & Agr. Code, §§ 31108, 
31752); 

2. Providing care and maintenance for four business days from the day after 
impoundment, as specified below in 3 (a) and 3 (b), or six business days 
from the day after impoundment, for impounded rabbits, guinea pigs, 
hamsters, pot-bellied pigs, birds, lizards, snakes, turtles, or tortoises 
legally allowed as personal property that are ultimately euthanized  
(Food & Agr. Code, § 31753); 

3. For dogs, cats, and other specified animals held for four business days 
after the day of impoundment, either: 

(a) Making the animal available for owner redemption on one weekday 
evening until at least 7:00 p.m., or one weekend day; or 
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(b) For those local agencies with fewer than three full-time employees or 
that are not open during all regular weekday business hours, establishing a 
procedure to enable owners to reclaim their animals by appointment at a 
mutually agreeable time when the agency would otherwise be closed 
(Food & Agr., Code §§ 31108, 31752, and 31753); 

4. Verifying whether a cat is feral or tame by using a standardized protocol 
(Food & Agr. Code, § 31752.5);  

5. Posting lost and found lists (Food & Agr. Code, § 32001); 

6. Maintaining records on animals that are not medically treated by a 
veterinarian, but are either taken up, euthanized after the holding period, 
or impounded (Food & Agr. Code, § 32003); and 

7. Providing “necessary and prompt veterinary care” for abandoned animals, 
other than injured cats and dogs given emergency treatment, that are 
ultimately euthanized (Civ.Code, §§ 1834 and 1846). 

II. Eligible Claimants 

Any city, county, city and county, dependent special district, and joint powers 
authority comprised of a city, county, and/or city and county that incurs 
increased costs as a result of this reimbursable state mandated program is 
eligible to claim reimbursement of those costs. 

III. Period of Reimbursement 

The period of reimbursement for the activities in this parameters and 
guidelines amendment begins on July 1, 2005. 

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 



 3

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.  

IV. Reimbursable Activities 

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

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

The claimant is only allowed to claim and be reimbursed for increased costs 
for reimbursable activities identified below.  Increased cost is limited to the 
cost of an activity that the claimant is required to incur as a result of the 
mandate. 

For each eligible claimant, the following activities are reimbursable: 

A. One Time Activities 

1. Develop policies and procedures to implement the reimbursable 
activities listed in Section IV (B) of these parameters and guidelines. 

2. Train staff on the reimbursable activities listed in Section IV (B) of 
these parameters and guidelines.  (One-time per employee.) 

3. Develop or procure computer software for the maintenance of records 
on animals specified in Section IV (B) (8) of these parameters and 
guidelines to the extent these costs are not claimed as an indirect cost 
under Section V (B) (8) of these parameters and guidelines.  If the 
computer software is utilized in some way that is not directly related to 
the maintenance of records specified in Section IV (B) (8), only the 
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pro rata portion of the activity that is used for compliance with Section 
IV (B) (8) is reimbursable. 

B. Ongoing Activities 

1.  Acquisition of Additional Space and/or Construction of New Facilities 

Beginning January 1, 1999 - Acquiring additional space by purchase 
or lease and/or construction of new facilities to provide appropriate or 
adequate shelter necessary to comply with the mandated activities 
during the increased holding period for impounded stray or abandoned 
dogs, cats, and other animals specified in Statutes of 1998, Chapter 
752 that die during the increased holding period or are ultimately 
euthanized.   

Eligible claimants are only entitled to reimbursement for the 
proportionate share of actual costs required to plan, design, acquire, 
and/or build facilities in a given fiscal year based on the pro rata 
representation of impounded stray or abandoned dogs, cats, and other 
animals specified in Statutes of 1998, Chapter 752 that are held during 
the increased holding period specified in Sections IV (B) (3) and (4) of 
these Parameters and Guidelines and die during the increased holding 
period or are ultimately euthanized, to the total population of animals 
housed in the facility (including those animals that are excluded from 
reimbursement, as specified in Sections IV (B) (3) and (4) of these 
Parameters and Guidelines) during the entire holding period required 
by Food and Agriculture Code sections 31108, 31752 and 31753. 

Formula for Proportionate Share of Actual Costs: 

Where: 

(A) = Shelter square footage, 1998 

(B) = Total animal average daily census (ADC), 1998 

(C) = Square footage per ADC, 1998 (=A/B) 

(D) = Total dog/cat ADC, 1998 

(E) = Shelter square footage, claim year 

(F) = Total dog/cat ADC, claim year 

(G) = Eligible dog/cat ADC, claim year 

(H) = Eligible other animal ADC, claim year 

(I) =  Eligible dog/cat square footage, claim year 



 5

For shelters that meet the conditions of to Food and Agricultural Code 
section 31108(a)(1) or (2) for dogs, and section 31752(a)(1) or (2) for 
cats: 1 

(I) = 2/5 x C x F 

For shelters that do not meet the conditions of Food and Agricultural 
Code section 31108(a)(1) or (2) for dogs, and section 31752(a)(1) or 
(2) for cats: 

(I) – 4/7 x C x F 

(J) = Reduction in eligible square footage due to decline in total 
dog/cat population (cannot exceed 0) 

For shelters that meet the conditions of Food and Agricultural Code 
section 31108(a)(1) or (2) for dogs, and section 31752(a)(1) or (2) for 
cats:2 

(J) = [(F/5 – D/3 x C x D] / (D/3) 

For shelters that do not meet the conditions of Food and Agricultural 
Code section 31108(a)(10 or (2) for dogs, and section 31752(a)(1) or 
(2) for cats: 

(J) = [(F/7 – D/3) x C x D] / (D/3) 

(K) = Net eligible dog/cat square footage (cannot be less than 0) 

(K = I+J) 

(L) = Percentage of eligible dog/cat ADC, claim year (L = G/F) 

(M) = Allowable dog/cat square footage (M = K x L) 

(N) = Allowable square footage for other animals specified by Food 
and Agricultural Code section 31573 (N = C x H) 

(P) = Eligible percentage of acquisition/construction costs (cannot 
exceed 100%) [P = (M+N) / ((E-A)] 

Statutes 2004, chapter 313 specifies that costs incurred to address 
preexisting shelter overcrowding or animal population growth are not 
reimbursable.  The mandate reimburses for costs required due to the 

                                                 
1 In order to select this option claimants must either make the animal available for owner 
redemption on one weekday evening until at least 7:00 p.m., or one weekend day; or 
(b) Have fewer than three full-time employees or are not open during all regular weekday 
business hours, establishing a procedure to enable owners to reclaim their animals by 
appointment at a mutually agreeable time when the agency would otherwise be closed. 
2 In order to select this option claimants must either make the animal available for owner 
redemption on one weekday evening until at least 7:00 p.m., or one weekend day; or 
(b) Have fewer than three full-time employees or are not open during all regular weekday 
business hours, establishing a procedure to enable owners to reclaim their animals by 
appointment at a mutually agreeable time when the agency would otherwise be closed. 
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increased holding period required by Statutes 1998, chapter 752.  In 
calculating net eligible dog/cat square footage, the formula recognizes 
that a decline in the number of animals sheltered may offset the effect 
of the increased holding period.  For example, if the dog/cat average 
daily census does not change between the 1998 base year and the 
claim year, there is no additional square footage required. 

The mandate reimburses only for costs attributable to eligible animals.  
Prior to Statutes 1998, chapter 752, shelters were required to hold dogs 
and cats for three days, whereas there was no required holding period 
for other animals.  Therefore, the mandate reimbursable percentage 
formula separately calculates allowable square footage for dogs and 
cats, and allowable square footage for other animals specified by Food 
and Agricultural Code section 31753. 

Acquisition/construction costs that are less than or equal to the cost of 
contract services for eligible animals are reimbursable. 

Claimants may recalculate the eligible percentage of 
acquisition/construction costs each year, based on current animal 
population statistics.  However, claimants may only claim allowable 
costs that have not been claimed in previous fiscal years. 

Supporting Documentation Submitted with the Initial and Subsequent 
Reimbursement Claims 

Acquiring additional space and/or construction of new facilities is 
reimbursable only to the extent that an eligible claimant submits, with 
the initial and/or subsequent reimbursement claim, documentation 
reflecting the following: 

A determination by the governing board that acquiring additional 
space and/or constructing new facilities is necessary for the 
increased holding period required by Statutes of 1998, Chapter 752 
because the existing facilities do not reasonably accommodate 
impounded stray or abandoned dogs, cats and other specified 
animals that are ultimately euthanized.  The determination by the 
governing board shall include all of the following findings: 

• The average daily census of impounded stray or abandoned 
dogs, cats, and other animals specified in Statutes of 1998, 
Chapter 752 that were impounded in 1998.  For purposes of 
claiming reimbursement under section IV.B.1, average Daily 
Census is defined as the average number of impounded stray or 
abandoned dogs, cats, and other animals specified in Statutes 
of 1998, Chapter 752 housed on any given day, in a 365-day 
period;  

• The average daily census of impounded stray or abandoned 
dogs, cats, and other animals specified in Statutes of 1998, 
Chapter 752 that were impounded in a given year under the 
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holding periods required by Food and Agriculture Code 
sections 31108, 31752, and 31753, as added or amended by 
Statutes of 1998, Chapter 752; 

• Existing facilities are not appropriately configured and/or 
equipped to comply with the increased holding period required 
by Statutes of 1998, Chapter 752; 

• Remodeling existing facilities is not feasible or is more 
expensive than acquiring additional space and/or constructing 
new facilities to comply with the increased holding period 
required by Statutes 1998, chapter 752; and 

• Contracting with existing private or public shelters in the area 
to house the increase of impounded stray or abandoned dogs, 
cats, or other animals specified in Statutes 1998, chapter 752 is 
not feasible or is more expensive than acquiring additional 
space and/or constructing new facilities to comply with the 
increased holder period required by Statutes 1998, chapter 752.  
This finding should include the cost to contract with existing 
shelters.. 

Documentation requirements may be satisfied in whole or in part 
by staff agenda items, staff reports, minutes of governing board 
meetings, transcripts of governing board meetings, certification by 
the governing board describing the findings and determination, 
and/or a resolution adopted by the governing board pursuant to 
Food and Agriculture Code section 31755, as added by Statutes of 
1999, Chapter 81 (Assembly Bill 1482). 

2. Remodeling/Renovating Existing Facilities 

Beginning January 1, 1999 - Remodeling/renovating existing facilities 
to provide appropriate or adequate shelter necessary to comply with 
the mandated activities during the increased holding period for 
impounded stray or abandoned dogs, cats, and other animals specified 
in Statutes of 1998, Chapter 752 that die during the increased holding 
period or are ultimately euthanized.   

Eligible claimants are only entitled to reimbursement for the 
proportionate share of actual costs required to plan, design, remodel 
and/or renovate existing facilities in a given fiscal year based on the 
pro rata representation of impounded stray or abandoned dogs, cats, 
and other animals specified in Statutes of 1998, Chapter 752 that are 
held during the increased holding period specified in Sections IV (B) 
(3) and (4) of these Parameters and Guidelines and die during the 
increased holding period or are ultimately euthanized, to the total 
population of animals housed in the facility (including those animals 
that are excluded from reimbursement, as specified in Sections IV (B) 
(3) and (4) of these Parameters and Guidelines) during the entire 
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holding period required by Food and Agriculture Code sections 31108, 
31752 and 31753. 

Since the remodeling/renovation will not increase square footage to 
address existing overcrowding or future growth issues, the mandate 
reimbursable percentage formula for remodeling/renovation would 
exclude the eligible percentage of square footage factor. 

Formula for proportionate share of actual remodeling/renovation costs: 

(A) = Shelter square footage 

(B) = Total animal average daily census (ADC), claim year 

(C) = Square footage per ADC, claim year (C = A/B) 

(G) = Eligible dog/cat ADC, claim year 

(H) = Eligible other animal ADC, claim year 

(M) = Eligible dog/cat square footage, claim year 

For shelters that meet the requirements of Food and Agricultural Code 
section 31108 (a)(1) or (2) for dogs, and section 31752 (a)(1) or (2) for 
cats, M = 2/5 x C x G. 

For shelters that do not meet the requirements of Food and 
Agricultural Code section 31108(a)(1) or (2) for dogs, and section 
31752(a)(1) or (2) for cats, M = 4/7 x C x G. 

(N) = Allowable square footage for other animals specified by Food 
and Agricultural Code section 31753, claim year (N = C x H) 

(P) = Eligible percentage of remodeling/renovation costs  
[P = (M + N) / A] 

Claimants may recalculate the eligible percentage of 
remodeling/renovation costs each year, based on current animal 
population statistics.  However, claimants may only claim allowable 
costs that have not been claimed in previous fiscal years. 

Supporting Documentation Submitted with the Initial and Subsequent 
Reimbursement Claims 

Remodeling/renovating existing facilities is reimbursable only to the 
extent that an eligible claimant submits, with the initial and/or 
subsequent reimbursement claim, documentation reflecting the 
following: 

A determination by the governing board or a delegated 
representative that remodeling/renovating existing facilities is 
necessary because the existing facilities do not reasonably 
accommodate impounded stray or abandoned dogs, cats and other 
specified animals that are ultimately euthanized for the increased 
holding period required by Statutes of 1998, Chapter 752.  The 
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determination by the governing board or delegated representative 
shall include all of the following findings: 

• The average daily census of impounded stray or abandoned 
dogs, cats, and other animals specified in Statutes of 1998, 
Chapter 752 that were impounded in 1998.  For purposes of 
claiming reimbursement under section IV.B.2, average Daily 
Census is defined as the average number of impounded stray or 
abandoned dogs, cats, and other animals specified in Statutes 
of 1998, Chapter 752 housed on any given day, in a 365-day 
period; 

• The average daily census of impounded stray or abandoned 
dogs, cats, and other animals specified in Statutes of 1998, 
Chapter 752 in a given year under the holding periods required 
by Food and Agriculture Code sections 31108, 31752, and 
31753, as added or amended by Statutes of 1998, Chapter 752; 

• Existing facilities are not appropriately configured and/or 
equipped to comply with the increased holding period required 
by Statutes of 1998, Chapter 752; 

• Contracting with existing private or public shelters in the area 
to house the increase of impounded stray or abandoned dogs, 
cats, or other animals specified in Statutes of 1998, Chapter 
752 is not feasible or is more expensive than 
remodeling/renovating existing facilities to comply with the 
increased holding period required by Statutes 1998, chapter 
752. 

Documentation requirements may be satisfied in whole or in part 
by staff agenda items, staff reports, minutes of governing board 
meetings, transcripts of governing board meetings, certification by 
the governing board or declaration from the delegated 
representative describing the findings and determination, and/or a 
resolution adopted by the governing board pursuant to Food and 
Agriculture Code section 31755, as added by Statutes of 1999, 
Chapter 81 (Assembly Bill 1482). 

3. Care and Maintenance for Impounded Stray or Abandoned Dogs and 
Cats that Die During the Increased Holding Period or are Ultimately 
Euthanized (Food & Agr. Code, §§ 31108, 31752) 

Beginning July 1, 1999 - Providing care and maintenance during the 
increased holding period for impounded stray or abandoned dogs and 
cats that die during the increased holding period or are ultimately 
euthanized.  The increased holding period shall be measured by 
calculating the difference between three days from the day of capture, 
and four or six business days from the day after impoundment.  
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Exclusions 

Eligible claimants are not entitled to reimbursement for the care and 
maintenance of the following population of dogs and cats: 

• Stray or abandoned dogs and cats that are irremediably 
suffering from a serious illness or severe injury (Food & Agr. 
Code, § 17006); 

• Newborn stray or abandoned dogs and cats that need maternal 
care and have been impounded without their mothers (Food & 
Agr. Code, § 17006); 

• Stray or abandoned dogs and cats too severely injured to move 
or where a veterinarian is not available and it would be more 
humane to dispose of the animal (Pen. Code, §§ 597.1,  
subd. (e), 597f, subd. (d)); 

• Owner relinquished dogs and cats; and 

• Stray or abandoned dogs and cats that are ultimately redeemed, 
adopted, or released to a nonprofit animal rescue or adoption 
organization.  

Methods for Claiming Costs 

Eligible claimants may elect one of following two methods to claim 
costs for the care and maintenance of impounded stray or abandoned 
dogs and cats that die during the increased holding period or are 
ultimately euthanized: 

• Actual Cost Method – Under the actual cost method, actual 
reimbursable care and maintenance costs per animal per day 
are computed for an annual claim period. 

a) Determine the total annual cost of care and maintenance 
for all dogs and cats impounded at a facility.  Total cost 
of care and maintenance includes labor, materials, 
supplies, indirect costs, and contract services. 

b) Determine the average daily census of all dogs and cats 
impounded at a facility.  For purposes of claiming 
reimbursement under IV.B.3, average daily census is 
defined as the average number of all dogs and cats at a 
facility housed on any given day, in a 365-day period.. 

c) Multiply the average daily census of dogs and cats by  
365 = yearly census of dogs and cats. 

d) Divide the total annual cost of care by the yearly census 
of dogs and cats = cost per animal per day. 

e) Multiply the cost per animal per day, by the number of 
impounded stray or abandoned dogs and cats that die 
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during the increased holding period or are ultimately 
euthanized, by each reimbursable day (the difference 
between three days from the day of capture, and four or 
six business days from the day after impoundment). 

• Time Study Method – Under the time study method, a random 
sample of impounded stray or abandoned dogs and cats are 
observed to determine the amount of time to provide care and 
maintenance during a reimbursable day. 

The time study shall be developed using one representative 
month each quarter and be supported with actual source 
documentation.  Time studies shall be conducted on a more 
frequent basis if there are significant variations of time 
expended from month to month.  The time study shall identify 
hours devoted to each specific category.  If the time study 
supports a fixed-cost approach such as an animal day (i.e., dog-
day, cat-day, etc.), the eligible claimant shall document the 
analysis supporting the method used. 

Time records used to support the time study shall: 

a) Reflect an after-the-fact distribution of each 
employee’s actual activity; 

b) Account for the total activity for which each 
employee is compensated; 

c) Account for the total labor hours of the month; 

d) Be signed and dated by the employee not later than 
the end of the pay period that follows the pay period 
covered by the report; and 

e) Document, by signature or initials and date, 
supervisor approval. 

3. Care and Maintenance for Impounded Stray or Abandoned Animals 
Specified in Food and Agriculture Code Section 31753 that Die 
During the Increased Holding Period or are Ultimately Euthanized 
(Food & Agr. Code, § 31753) 

Beginning January 1, 1999 - Providing care and maintenance for four 
or six business days from the day after impoundment for impounded 
stray or abandoned rabbits, guinea pigs, hamsters, pot-bellied pigs, 
birds, lizards, snakes, turtles, and tortoises legally allowed as personal 
property that die during the increased holding period or are ultimately 
euthanized. 

Exclusions 

Eligible claimants are not entitled to reimbursement for the care and 
maintenance of the following population of animals: 
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• Stray or abandoned animals that are irremediably suffering 
from a serious illness or severe injury (Food & Agr. 
Code, § 17006); 

• Newborn animals that need maternal care and have been 
impounded without their mothers (Food & Agr.  
Code, § 17006); 

• Stray or abandoned animals too severely injured to move or 
where a veterinarian is not available and it would be more 
humane to dispose of the animal (Pen. Code, §§ 597.1,  
subd. (e), 597f, subd. (d)); 

• Owner relinquished animals; and 

• Stray or abandoned animals that are ultimately redeemed, 
adopted, or released to a nonprofit animal rescue or adoption 
organization.  

Methods for Claiming Costs 

Eligible claimants may elect one of following two methods to claim 
costs for the care and maintenance of impounded stray or abandoned 
animals specified in Food and Agriculture Code section 31753 that die 
during the increased holding period or are ultimately euthanized: 

• Actual Cost Method –Under the actual cost method, actual 
reimbursable care and maintenance costs per animal per day 
are computed for an annual claim period. 

a) Determine the total annual cost of care and maintenance for 
all animals specified in Food and Agriculture Code section 
31753 that are impounded at a facility.  Total cost of care 
and maintenance includes labor, materials, supplies, 
indirect costs, and contract services. 

b) Determine the average daily census of the animals specified 
in Food and Agriculture Code section 31753. 

c) Multiply the average daily census of the animals specified 
in Food and Agriculture Code section 31753 by 365 = 
yearly census of animals specified in Food and Agriculture 
Code section 31753. 

d) Divide the total annual cost of care by the yearly census of 
animals specified in Food and Agriculture Code section 
31753 = cost per animal per day. 

e) Multiply the cost per animal per day, by the number of 
impounded stray or abandoned animals specified in Food 
and Agriculture Code section 31753 that die during the 
increased holding period or are ultimately euthanized, by 
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each reimbursable day (four or six business days from the 
day after impoundment). 

• Time Study Method – Under the time study method, a random 
sample of impounded stray or abandoned animals are observed 
to determine the amount of time to provide care and 
maintenance during a reimbursable day. 

The time study shall be developed using one representative 
month each quarter and be supported with actual source 
documentation.  Time studies shall be conducted on a more 
frequent basis if there are significant variations of time 
expended from month to month.  The time study shall identify 
hours devoted to each specific category.  If the time study 
supports a fixed-cost approach such as an animal day, the 
eligible claimant shall document the analysis supporting the 
method used. 

Time records used to support the time study shall: 

a) Reflect an after-the-fact distribution of each 
employee’s actual activity; 

b) Account for the total activity for which each 
employee is compensated; 

c) Account for the total labor hours of the month; 

d) Be signed and dated by the employee not later than 
the end of the pay period that follows the pay period 
covered by the report; and 

e) Document, by signature or initials and date, 
supervisor approval. 

4. Agencies Using the Holding Period of Four Business Days After the 
Day of Impoundment (Food & Agr. Code, §§ 31108, 31752, 31753) 

Beginning January 1, 1999 - For impounded animals specified in Food 
and Agriculture Code section 31753, either: 

• Making the animal available for owner redemption on one 
weekday evening until at least 7:00 p.m., or one weekend day; 
or 

• For those local agencies with fewer than three full-time 
employees or that are not open during all regular weekday 
business hours, establishing a procedure to enable owners to 
reclaim their animals by appointment at a mutually agreeable 
time when the agency would otherwise be closed.  
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Beginning July 1, 1999 - For impounded dogs and cats, either: 

• Making the animal available for owner redemption on one 
weekday evening until at least 7:00 p.m., or one weekend day; 
or 

• For those local agencies with fewer than three full-time 
employees or that are not open during all regular weekday 
business hours, establishing a procedure to enable owners to 
reclaim their animals by appointment at a mutually agreeable 
time when the agency would otherwise be closed.  

5. Feral Cats (Food & Agr. Code, § 31752.5) 

Beginning January 1, 1999 - Verifying whether a cat is feral or tame 
by using a standardized protocol within the first three days of the 
required holding period if an apparently feral cat has not been 
reclaimed by its owner or caretaker. 

6. Lost and Found Lists (Food & Agr. Code, § 32001) 

Beginning January 1, 1999 - Providing owners of lost animals and 
those who find lost animals with all of the following: 

• Ability to list the animals they have lost or found on “lost and 
found” lists maintained by the local agency; 

• Referrals to animals listed that may be the animals the owner 
or finders have lost or found; 

• The telephone numbers and addresses of other pounds and 
shelters in the same vicinity; 

• Advice as to means of publishing and disseminating 
information regarding lost animals; and 

• The telephone numbers and addresses of volunteer groups that 
may be of assistance in locating lost animals. 

7. Maintaining Non-Medical Records (Food & Agr. Code, § 32003) 

Beginning January 1, 1999 - Maintaining non-medical records on 
animals that are either taken up, euthanized after the holding period, or 
impounded.  Such records shall include the following: 

• The date the animal was taken up, euthanized, or impounded; 

• The circumstances under which the animal is taken up, 
euthanized, or impounded; 

• The names of the personnel who took up, euthanized, or 
impounded the animal; and 
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• The final disposition of the animal, including the name of the 
person who euthanized the animal or the name and address of 
the adopting party.  

The cost of software license renewal contracts, to the extent these costs 
are not claimed as an indirect cost under these parameters and 
guidelines, is eligible for reimbursement under Section V (A) (2) of 
these parameters and guidelines.  If the computer software is utilized 
in some way that is not directly related to the maintenance of records 
specified in this section, only the pro rata portion of the software 
license renewal contract that is used for compliance with this section is 
reimbursable. 

8. “Necessary and Prompt Veterinary Care” (Civ. Code, §§ 1834  
and 1846) 

Beginning January 1, 1999 - Providing “necessary and prompt 
veterinary care” for stray and abandoned animals, other than injured 
cats and dogs given emergency treatment, that die during the holding 
period or are ultimately euthanized, during the holding periods 
specified in Statutes of 1998, Chapter 752.   

“Necessary and prompt veterinary care” means all reasonably 
necessary medical procedures performed by a veterinarian or someone 
under the supervision of a veterinarian to make stray or abandoned 
animals “adoptable.”  The following veterinary procedures, if 
conducted, are eligible for reimbursement: 

• An initial physical examination of the animal to determine the 
animal’s baseline health status and classification as 
“adoptable,” “treatable,” or “non-rehabilitatable.” 

• A wellness vaccine administered to “treatable” or “adoptable” 
animals. 

• Veterinary care to stabilize and/or relieve the suffering of a 
“treatable” animal. 

• Veterinary care intended to remedy any applicable disease, 
injury, or congenital or hereditary condition that adversely 
affects the health of a “treatable” animal or that is likely to 
adversely affect the animal’s health in the future, until the 
animal becomes “adoptable.” 

Population Exclusions 

Eligible claimants are not entitled to reimbursement for providing 
“necessary and prompt veterinary care” to the following population of 
animals: 

• Animals that are irremediably suffering from a serious illness 
or severe injury (Food & Agr. Code, § 17006); 
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• Newborn animals that need maternal care and have been 
impounded without their mothers (Food & Agr. Code, § 
17006); 

• Animals too severely injured to move or where a veterinarian is 
not available and it would be more humane to dispose of the 
animal.  (Pen. Code, §§ 597.1, subd. (e), 597f, subd. (d)); 

• Owner relinquished animals; and 

• Stray or abandoned animals that are ultimately redeemed, 
adopted, or released to a nonprofit animal rescue or adoption 
organization.  

Veterinary Care Exclusions 

Eligible claimants are not entitled to reimbursement for providing the 
following veterinary procedures: 

• Emergency treatment given to injured cats and dogs (Pen. 
Code, § 597f, subd. (b)); 

• Administration of rabies vaccination to dogs (Health & Saf. 
Code, § 121690); 

• Implantation of microchip identification; 

• Spay or neuter surgery and treatment; 

• Euthanasia. 

10. Beginning January 1, 1999 - Procuring medical, kennel, and computer 
equipment necessary to comply with the reimbursable activities listed in 
Section IV (B) of these parameters and guidelines, to the extent these costs 
are not claimed as an indirect cost under Section V (B) of these parameters 
and guidelines.  If the medical, kennel, and computer equipment is utilized 
in some way not directly related to the mandated program or the 
population of animals listed in Section IV (B), only the pro rata portion of 
the activity that is used for the purposes of the mandated program is 
reimbursable. 

V. Claim Preparation and Submission 

Each of the following cost elements must be identified for each reimbursable 
activity identified in Section IV, Reimbursable Activities, 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. 

A.Direct Cost Reporting 

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

5.  Travel 

Report the name of the employee traveling for the purpose of the reimbursable 
activities.  Include the date of travel, destination point, the specific 
reimbursable activity requiring travel, and related travel expenses reimbursed 
to the employee in compliance with the rules of the local jurisdiction.  Report 
employee travel time according to the rules of cost element A.1, Salaries and 
Benefits, for each applicable reimbursable activity. 

6.  Training 

Report the cost of training an employee to perform the reimbursable activities, 
as specified in Section IV of this document.  Report the name and job 
classification of each employee preparing for, attending, and/or conducting 
training necessary to implement the reimbursable activities.  Provide the title, 
subject, and purpose (related to the mandate of the training session), dates 
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attended, and location.  If the training encompasses subjects broader than the 
reimbursable activities, only the pro-rata portion can be claimed.  Report 
employee training time for each applicable reimbursable activity according to 
the rules of cost element A.1, Salaries and Benefits, and A.2, Materials and 
Supplies.  Report the cost of consultants who conduct the training according 
to the rules of cost element A.3, Contracted Services. 

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 both (1) 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. 

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 direct 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 Circular 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, 
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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. 

VI. RECORD RETENTION 

Pursuant to Government Code section 17558.5, subdivision (a), a reimbursement 
claim for actual costs filed by a local agency or school district pursuant to this 
chapter3 is subject to the initiation of an audit by the Controller no later than three 
years after the date that the actual reimbursement claim is filed or last amended, 
whichever is later.  However, if no funds are appropriated or no payment is made 
to a claimant for the program for the fiscal year for which the claim is filed, the 
time for the Controller to initiate an audit shall commence to run from the date of 
initial payment of the claim.  In any case, an audit shall be completed not later 
than two years after the date that the audit is commenced.  All documents used to 
support the reimbursable activities, as described in Section IV, must be retained 
during the period subject to audit.  If an audit has been initiated by the Controller 
during the period subject to audit, the retention period is extended until the 
ultimate resolution of any audit findings. 

VII. OFFSETTING SAVINGS AND OTHER REIMBURSEMENTS 

Any offsetting savings that the claimant experiences as a direct result of this 
mandate must be deducted from the costs claimed.  Additionally, reimbursement 
for this mandate received from any source shall be identified and deducted from 
this claim.  These sources shall include, but not be limited to, rewards received 
under the authority of Civil Code section 1845; licensing fees and fines received 
and applied pursuant to Food and Agriculture Code section 30652, Government 
Code section 28502, and Penal Code section 597f; other state funds, and federal 
funds.  The fees and fines received pursuant to Food and Agriculture Code section 
30652 shall be deducted from the claim according to the priority specified in the 
statute and stated below:   

• First, to pay fees for the issuance of dog license tags pursuant to Food 
and Agriculture Code section 30652, subdivision (a); 

• Second, in accordance with Food and Agriculture Code section 30652, 
subdivision (b), any excess revenue held after the payment of dog 
license tags shall be applied to the fees, salaries, costs, expenses, or 
any or all of them for the enforcement of Division 14 of the Food and 
Agriculture Code, including Food and Agriculture Code section 
31108, and all ordinances that are made pursuant to Division 14.  
Costs incurred under Food and Agriculture Code section 31108 are 
specified in Section IV (B) (1), (2), (3), and (5), and Section IV (A) of 

                                                 
3 This refers to Title 2, division 4, part 7, chapter 4 of the Government Code. 
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these parameters and guidelines.  Any or all excess revenue must be 
applied to the costs incurred under Food and Agriculture Code section 
31108 before any revenue can be applied to subdivisions (c) and (d) of 
Food and Agriculture Code section 30652. 

VIII. STATE CONTROLLER’S REVISED CLAIMING INSTRUCTIONS 

Pursuant to Government Code section 17558, subdivision (c), the Controller shall issue 
revised claiming instructions for each mandate that requires state reimbursement not later 
than 60 days after receiving the revised parameters and guidelines from the Commission, 
to assist local agencies and school districts in claiming costs to be reimbursed.  The 
revised claiming instructions shall be derived from the test claim decision and the revised 
parameters and guidelines adopted by the Commission. 

Pursuant to Government Code section 17561, subdivision (d)(2), issuance of the revised 
claiming instructions shall constitute a notice of the right of the local agencies and school 
districts to file reimbursement claims, based upon the revised parameters and guidelines 
adopted by the Commission. 

IX. REMEDIES BEFORE THE COMMISSION 

Upon request of a local agency or school district, the Commission shall review the 
claiming instructions issued by the State Controller or any other authorized state agency 
for reimbursement of mandated costs pursuant to Government Code section 17571.  If the 
Commission determines that the claiming instructions do not conform to the parameters 
and guidelines, the Commission shall direct the Controller to modify the claiming 
instructions and the Controller shall modify the claiming instructions to conform to the 
parameters and guidelines as directed by the Commission.   

In addition, requests may be made to amend parameters and guidelines pursuant to 
Government Code section 17557, subdivision (d), and California Code of Regulations, 
title 2, section 1183.2. 

X. LEGAL AND FACTUAL BASIS FOR THE PARAMETERS AND 
GUIDELINES 

The Statement of Decision is legally binding on all parties and provides the legal and 
factual basis for the parameters and guidelines.  The support for the legal and factual 
findings is found in the administrative record for the test claim.  The administrative 
record, including the Statement of Decision, is on file with the Commission.   
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     Form FAM-27 (Revised 10/09)  

For State Controller Use Only PROGRAM
CLAIM FOR PAYMENT 

Pursuant to Government Code Section 17561 
ANIMAL ADOPTION 

(19) Program Number 00213 

(20) Date Filed 

(21) LRS Input 
213

 

(01) Claimant Identification Number Reimbursement Claim Data 

(02) Claimant Name (22) FORM-1, (04)(A)(1)(g)  

County of Location (23) FORM-1, (04)(A)(2)(g)  

Street Address of P.O. Box Suite (24) FORM-1, (04)(A)(3)(g)  

City State Zip Code (25) FORM-1, (04)(B)(1)(g)  

  Type of Claim (26) FORM-1, (04)(B)(2)(g)  

 
(03) (09) Reimbursement    (27) FORM-1, (04)(B)(3)(g)  

 
(04) (10) Combined             (28) FORM-1, (04)(B)(4)(g)  

 
(05) (11) Amended              (29) FORM-1, (04)(B)(5)(g)  

Fiscal Year of Cost (06) (12) (30) FORM-1, (04)(B)(6)(g)  

Total Claimed Amount (07) (13) (31) FORM-1, (04)(B)(7)(g)  

Less: 10% Late Penalty (refer to attached Instructions) (14) (32) FORM-1, (04)(B)(8)(g)  

Less:  Prior Claim Payment Received (15) (33) FORM-1, (04)(B)(9)(g)  

Net Claimed Amount (16) (34) FORM-1, (04)(B)(10)(g)  

Due from State (08) (17) (35) FORM-1, (06)  

Due to State  (18) (36) FORM-1, (07)  

(37) CERTIFICATION OF CLAIM 

In accordance with the provisions of Government Code Section 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 Article 4, Chapter 1 of Division 4 of Title 1 Government Code. 

I further certify that there was no application other than from the claimant, nor any grants or payments received for reimbursement of 
costs claimed herein and claimed costs are for a new program or increased level of services of an existing program. All offsetting 
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 amount for this reimbursement is hereby claimed from the State for payment of actual costs set forth on the attached statements.  

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

 Signature of Authorized Officer 

  
Date Signed  

 

 Telephone Number   

 E-Mail Address   

 Type or Print Name and Title of Authorized Signatory     

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

 E-mail Address   

Telephone Number  
 Name of Consulting Firm / Claim Preparer 

 

E-mail Address  
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PROGRAM 

213 
ANIMAL ADOPTION 

Certification Claim Form 
Instructions for Form FAM-27 

FORM 
FAM-27 

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

(02) Enter your Official Name, County of Location, Street or P. O. Box address, City, State, and Zip Code. 

(03) to (08) Leave blank. 

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

(10) If filing a combined reimbursement claim on behalf of districts within the county, enter an "X" in the box on line (10) Combined. 

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

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

(13) Enter the amount of the reimbursement claim as shown in the attached Form-1 line (11). The total claimed amount must exceed 
$1,000. 

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

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

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

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

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

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

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

(19) to (21) Leave blank. 

(22) to (36) Reimbursement Claim Data. Bring forward the cost information as specified on the left-hand column of lines (22) through (36) for the 
reimbursement claim, e.g., Form-1, (04)(A)(1)(g), means the information is located on form Form-1, line (04)(A)(1), column (g). Enter 
the information on the same line but in the right-hand column. Cost information should be rounded to the nearest dollar, i.e., no cents. 
Indirect costs percentage should be shown as a whole number and without the percent symbol, i.e., 35.19% should be shown as 35. 
Completion of this data block will expedite the payment process. 

(37) Read the statement of Certification of Claim. The claim must be dated, signed by the agency’s authorized officer, and must type or 
print name, title, telephone number and email address. Claims cannot be paid unless accompanied by an original signed 
certification. (To expedite the payment process, please sign the form FAM-27 with blue ink, and attach a copy of the form 
FAM-27 to the top of the claim package.) 

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

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

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

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

Address, if delivered by other delivery service: 

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

213 

MANDATED COSTS 

ANIMAL ADOPTION  

CLAIM SUMMARY 

FORM

1 
(02)  Fiscal Year(01) Claimant 

   
20 /20 

(03) Department 

Direct Costs Object Accounts 

(a) (b) (c) (d) (e) (f) (g) (04) Reimbursable 
Activities 

A.  One-Time Activities 
Salaries Benefits 

Materials 
and 

Supplies 

Contract 
Services 

Fixed 
Assets 

Travel 
and 

Training 
Total 

1.  Policies and Procedures        

2.  Training        

3.  Computer Software        

B.  Ongoing Activities        

1 
 Acquiring 
Space/Facilities        

2.  Renovating Facilities        

3.  Care of Dogs & Cats        

4.  Care of Other Animals        

5.  Holding Period        

6.  Feral Cats        

7.  Lost and Found Lists        

8.  Non-Medical Records        

9.  Veterinary Care        

10.  Procuring Equipment        

(05) Total Direct Costs        

Indirect Costs 

(06) Indirect Cost Rate [From ICRP] %l

(07) Total Indirect Costs [Refer to claiming instructions]  

(08) Total Direct and Indirect Costs [Line (05)(g) + line (07)]  

Cost Reduction   

(09) Less:  Offsetting Savings   

(10) Less:  Other Reimbursements/Offsetting Revenue  

(11) Total Claimed Amount [Line (08) - {line (09) + line (10)}]  
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Program 

213 

ANIMAL ADOPTION  

CLAIM SUMMARY 

Instructions 

FORM

1 
 

(01) 
  

Enter the name of the claimant. 
 

(02) 
  

Enter the fiscal year of costs. 

(03)  Department. If more than one department has incurred costs for this mandate, give the name of 
each department. A separate Form 1 must be completed for each department. 

(04)  Reimbursable Activities. For each reimbursable activity, enter the total from Form-2, line (05)
columns (d) through (i) to Form-1, block (05), columns (a) through (f) in the appropriate row. Tota
each row. 

(05)  Total Direct Costs. Total columns (a) through (g). 

(06)  Indirect Cost Rate. Indirect costs may be computed as 10% of direct labor costs, excluding fringe 
benefits, without preparing an ICRP. If an indirect cost rate of greater than 10% is used, include the 
Indirect Cost Rate Proposal (ICRP) with the claim.   

(07)  Local agencies have the option of using the flat rate of 10% of direct labor costs or using a 
department’s indirect cost rate proposal (ICRP) in accordance with the Office of Management and 
Budget OMB Circular A-87 (Title 2 CFR Part 225). If the flat rate is used for indirect costs, multiply 
Total Salaries, line (05)(a), by 10%. If an ICRP is submitted, multiply applicable costs used in the 
distribution base for the computation of the indirect cost rate, by the Indirect Cost Rate, line (06). If 
more than one department is reporting costs, each must have its own ICRP for the program. 

(08)  Total Direct and Indirect Costs. Enter the sum of Total Direct Costs, line (05)(g), and Total Indirect
Costs, line (07). 

(09)  Less: Offsetting Savings. If applicable, enter the total savings realized by the claimant as a direct 
result of this mandate. Submit a detailed schedule of savings with the claim.   

(10)  Less: Other Reimbursements/Offsetting Revenue. Reimbursement received from any source must
be identified and deducted from this claim. Sources may include, but are not limited to offsetting 
revenues from Form 3, lines (04) and (05), rewards received under authority of Civil Code Section 
1845, licensing fees and fines received and applied pursuant to Food and Agriculture Code Section 
30652, Government Code Section 28502, and Penal Code Section 597f, and other state funds, and 
federal funds. Fees and fines received pursuant to Food & Agriculture Code Section 30652 must be 
deducted according to the priority specified on page 15 of the P’s and G’s.  

(11)  Total Claimed Amount. From Total Direct and Indirect Costs, line (08), subtract the sum of Offsetting 
Savings, line (09), and Other Reimbursements, line (10). Enter the remainder on this line and carry 
the amount forward to form FAM-27, line (13) for the Reimbursement Claim. 
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Program 
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MANDATED COSTS 

ANIMAL ADOPTION  

ACTIVITY COST DETAIL 

FORM
2 

(01)  Claimant (02) Fiscal Year 

(03) Reimbursable Activities:  Check only one box per form to identify the activity being claimed. 

 One-Time         Policies and Procedures  Training       Computer Software 

 Ongoing  Acquiring Space/Facilities  Renovating Facilities  Care of Dogs & Cats 

  Care of Other Animals  Holding Period  Feral Cats 

  Lost and Found Lists  Non-Medical Records  Veterinary Care 

  Procuring Equipment     

(04) Description of Expenses Object Accounts 

(a) (b) (c) (d) (e) (f) (g) (h) (i) 
Employee Names, Job 

Classifications, Functions Performed 
and Description of Expenses 

Hourly 
Rate or 

Unit Cost 

Hours 
Worked or
Quantity 

Salaries Benefits 
Materials   

and 
Supplies 

Contract 
Services 

Fixed 
Assets 

Travel 
and 

Training 

         

(05)  Total              Subtotal            Page:____of____       
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Program 

213 

ANIMAL ADOPTION  

ACTIVITY COST DETAIL 

INSTRUCTIONS 

FORM
2 

(01)  Claimant. Enter the name of the claimant. If more than one department has incurred costs for this 
mandate, give the name of each department. A separate Form-2 must be completed for each 
department. 

(02)  Fiscal Year. Enter the fiscal year for which costs were incurred. 

(03)  Reimbursable Activities. Check the box which indicates the cost activity being claimed. Check only one 
box per form. A separate Form -2 must be prepared for each applicable activity. 

(04)  Description of Expenses. The following table identifies the type of information required to support 
reimbursable costs. To detail costs for the activity box checked in block (03), enter the employee 
names, position titles, a brief description of the activities performed, actual time spent by each 
employee, productive hourly rates, fringe benefits, supplies used, contract services, travel and training 
expenses. The descriptions required in column (4)(a) must be of sufficient detail to explain the 
cost of activities or items being claimed. For audit purposes, all supporting documents must be 
retained by the claimant for a period of not less than three years after the date the claim was filed or 
last amended, whichever is later. If no funds were appropriated and no payment was made at the time 
the claim was filed, the time for the Controller to initiate an audit will be from the date of initial payment 
of the claim. Such documents must be made available to the SCO on request. 

 

Columns Object/ 
Sub object 
Accounts (a) (b) (c) (d) (e) (f) (g) (h) (i) 

Submit  
supporting 
documents 

with the 
claim 

Salaries 
Employee 
Name/Title 

Hourly 
Rate 

Hours 
Worked 

Salaries = 
Hourly Rate

x Hours 
Worked 

      

Benefits 

 
 

Activities 
Performed 

Benefit 
Rate 

  
Benefits =

Benefit Rate
x Salaries 

     

Materials 
and 

Supplies 

Description 
of 

Supplies Used 

Unit 
Cost 

Quantity 
Used 

  

Cost = 
Unit Cost
x Quantity

Used 

    

Contract 
Services 

Name of 
Contractor 

 

Specific Tasks 
Performed 

Hourly 
Rate 

Hours 
Worked 

 

Inclusive 
Dates of 
Service 

   

Cost = 
Hourly Rate 

x 
Hours 

Worked 

  
Copy of 
Contract 

Fixed 
Assets 

Description of 
Equipment 
Purchased 

Unit Cost Usage     

Cost = 
Unit Cost 

x 
Usage 

  

Travel and 
Training 

 
Travel 

Purpose of 
Trip 

Name and 
Title 

Departure and 
Return Date 

Per Diem Rate 

Mileage Rate 

Travel Cost 

Days 

Miles 

Travel Mode 
     

Total Travel
Cost = Rate 
x Days or 

Miles 

 

Training 

Employee 
Name/Title 

Name of 
Class 

 
Dates 

Attended 
     

Registration 
Fee 

 

 

(05)  Total line (04), columns (d) through (i) and enter the sum on this line. Check the appropriate box to 
indicate if the amount is a total or subtotal. If more than one form is needed to detail the activity costs, 
number each page. Enter totals from line (05), columns (d) through (i) to Form-1, block (04), columns 
(a) through (f) in the appropriate row. 
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Program 

213 

MANDATED COSTS 

ANIMAL ADOPTION  

SUMMARY OF SERVICES PROVIDED UNDER CONTRACT 

FORM 

3 
(02)  Fiscal Year (01) Claimant 

   
20 /20 

(03) Is your agency providing animal shelter services under contract with another entity? 
 Yes 

 No  

(04) If yes, list each entity, the amount received, and any mandate-related offsetting revenue below: 

(a) (b) 
Name of Entity Amount  

Received 
Offsetting  
Revenue 

   

   

   

   

   

   

   

   

Total (Include column (b) total on Form 1, line 10)   

(05) The amount reported as offsetting revenue should also be reported by the contracting entity as     
reimbursable mandated costs. List other mandated-related offsetting revenue not identified above. 

Type of Revenue 
Offsetting  
Revenue 

 

 

 

Total l(Include column (b) total on Form 1, line 10)nclude 

(06)  Is another entity providing animal shelter services under contract for your agency?   
Yes     
 
 No          

If yes, identify the entity and list the amount paid to the other entity. 

Name of Entity Amount Paid 

  

  

Total  
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Program 

213 

ANIMAL ADOPTION  
Instructions for 

SUMMARY OF SERVICES PROVIDED UNDER CONTRACT 

FORM

3 
 

(01) 
  

Enter the name of the claimant. 
 

(02) 
  

Enter the fiscal year of costs. 

(03)  Indicate whether or not your agency is providing contracted animal shelter services for another 
agency. 

(04) (a) If the answer to line (03) is “Yes” – List the names of the contracting agencies for whom you
are providing services. Record the full amount of the contract in column (a), Amount Received. 

 (b) Record in column (b) the amount of the contract, if any, that is used to fund mandate-related 
activities. The total amount shown for line (04)(b) should be reported on Form 1, line (10), as
offsetting revenue. 

Note: Any amount shown as mandate-related offsetting revenue in column (b) can be 
claimed by the identified agencies on a mandated cost claim. 

(05)  List any other mandate-related offsetting revenue not already identified on line (04) above. 

(06)  Indicate whether or not your agency is contracting with another agency for animal control services. 

(07)  If the answer to line (06) is “Yes”, list the name of the agency and the contract amount. 

  



 

 

 

 

 

 

 

 

TOWN OF APPLE VALLEY 

 

Audit Report 
 

ANIMAL ADOPTION PROGRAM 
 

Chapter 752, Statutes of 1998; 

and Chapter 313, Statutes of 2004 
 

July 1, 2007, through June 30, 2009 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

BETTY T. YEE 
California State Controller 

 

 

 

 

August 2016 
 

 

 

 

 



 

 

BETTY T. YEE 
California State Controller 

 

August 15, 2016 

 

 

The Honorable Barbara “Barb” Stanton, Mayor 

Town of Apple Valley 

14955 Dale Evans Parkway 

Apple Valley, CA  92307 
 

Dear Ms. Stanton: 

 

The State Controller’s Office audited the costs claimed by the Town of Apple Valley for the 

legislatively mandated Animal Adoption Program (Chapter 752, Statutes of 1998 and 

Chapter 313, Statutes of 2004) for the period of July 1, 2007, through June 30, 2009. 

 

The town claimed $2,256,209 for the mandated program. Our audit found that $215,608 is 

allowable and $2,040,601 is unallowable. The costs are unallowable because the town overstated 

allowable costs, claimed unallowable costs and unsupported costs, claimed misclassified costs 

and ineligible animals, and misstated animal census data. The State made no payments to the 

town. The State will pay allowable costs claimed, totaling $215,608, contingent upon available 

appropriations. 

 

This final audit report contains an adjustment to costs claimed by the town. If you disagree with 

the audit findings, you may file an Incorrect Reduction Claim (IRC) with the Commission on 

State Mandates (Commission). Pursuant to Section 1185, subdivision (c), of the Commission’s 

regulations (California Code of Regulations, Title 3), an IRC challenging this adjustment must 

be filed with the Commission no later than three years following the date of this report, 

regardless of whether this report is subsequently supplemented, superseded, or otherwise 

amended. You may obtain IRC information on the Commission’s website at 

www.csm.ca.gov/forms/IRCForm.pdf. 

 

If you have any questions, please contact Jim L. Spano, Chief, Mandated Cost Audits Bureau, by 

telephone at (916) 323-5849. 

 

Sincerely, 

 
Original signed by 

 

JEFFREY V. BROWNFIELD, CPA 

Chief, Division of Audits 

 

JVB/as 
 

 

 

 



 

The Honorable Barbara Stanton, Mayor -2- August 15, 2016 

 

 

 

cc: Marc Puckett, Assistant Town Manager of Finance and Administration 

  Town of Apple Valley 

 Kofi Antobam, Assistant Director of Finance 

  Town of Apple Valley 

 Gina Schwin-Whiteside, Animal Services Director 

  Town of Apple Valley 

 Mary Halterman, Principal Program Budget Analyst 

  Local Government Unit, California Department of Finance 

 Danielle Brandon, Staff Finance Budget Analyst 

  Local Government Unit, California Department of Finance 

 Jay Lal, Manager 
  Division of Accounting and Reporting 

  State Controller’s Office 
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Audit Report 
 

The State Controller’s Office (SCO) audited the costs claimed by the 

Town of Apple Valley for the legislatively mandated Animal Adoption 

Program (Chapter 752, Statutes of 1998; and Chapter 313, Statutes of 

2004) for the period of July 1, 2007, through June 30, 2009. 

 

The town claimed $2,256,209 for the mandated program. Our audit found 

that $215,608 is allowable and $2,040,601 is unallowable. The costs are 

unallowable because the town overstated allowable costs, claimed 

unallowable costs and unsupported costs, claimed misclassified costs and 

ineligible animals, and misstated animal census data. The State made no 

payments to the town. The State will pay allowable costs claimed, totaling 

$215,608, contingent upon available appropriations. 

 

 

Food and Agriculture Code sections 31108, 31752-31753, 32001, and 

32003 (added and amended by Chapter 752, Statutes of 1998) attempted 

to end the euthanasia of adoptable and treatable animals. The statutes 

expressly identify the State policy that no adoptable animal should be 

euthanized if it can be adopted into a suitable home and that no treatable 

animal should be euthanized. The legislation increases the holding period 

for stray and abandoned dogs, cats, and other specified animals. It also 

requires public or private shelters to: 

 Verify the temperament of feral cats; 

 Post lost-and-found lists; 

 Maintain records for impounded animals; and 

 Ensure that impounded animals receive necessary and prompt 

veterinary care. 

 

On January 25, 1981, the Commission on State Mandates (Commission) 

determined that Chapter 752, Statutes of 1998, imposed a state mandate 

reimbursable under Government Code section 17561. 

 

The program’s parameters and guidelines establish the state mandate and 

define reimbursement criteria. The Commission adopted the parameters 

and guidelines on February 28, 2002, corrected them on March 20, 2002, 

and last amended them on January 26, 2006.  In compliance with 

Government Code section 17558, the SCO issues claiming instructions to 

assist local agencies and school districts in claiming mandated program 

reimbursable costs.   

 

The California State Legislature suspended the Animal Adoption Program 

in the Budget Acts for fiscal year (FY) 2010-11 through FY 2015-16.   

 

 

 

 

 

 

Summary 

Background 
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We conducted this performance audit to determine whether costs claimed 

represent increased costs resulting from the Animal Adoption Program for 

the period of July 1, 2007, through June 30, 2009. 

 

The legal authority to conduct this audit is provided by Government Code 

sections 12410, 17558.5, and 17561. We did not audit the town’s financial 

statements. We conducted this audit in accordance with generally accepted 

government auditing standards.  Those standards require that we plan and 

perform the audit to obtain sufficient, appropriate evidence to provide a 

reasonable basis for our findings and conclusions based on our audit 

objectives. We believe that the evidence obtained provides a reasonable 

basis for our findings and conclusions based on our audit objectives. 

 

We limited our review of the town’s internal controls to gaining an 

understanding of the transaction flow and claim preparation process as 

necessary to develop appropriate auditing procedures. Our audit scope did 

not assess the efficiency or effectiveness of program operations. We did 

not audit the town’s financial statements.  

 

The objectives of our audit were to determine whether costs claimed were 

supported by appropriate source documents, were not funded by another 

source, and were not unreasonable and/or excessive. 

 

To achieve our audit objectives, we performed the following procedures: 

 Reviewed annual claims filed with the SCO to identify any 

mathematical errors and performed analytical procedures to determine 

any unusual or unexpected variances from year-to-year. 

 Completed an internal control questionnaire and performed a walk-

through of the claim preparation process to determine what 

information was used, who obtained it, and how it was obtained. 

 Interviewed town staff to determine employee classifications involved 

in performing the reimbursable activities during the audit period. 

 Assessed whether computer-processed data provided by the claimant 

to support claimed costs was complete and accurate and could be 

relied upon.  

 Verified the validity of the claimant’s raw animal data and corrected 

any data error entries. 

 Traced costs claimed to supporting documentation that showed when 

the costs were incurred, the validity of such costs, and their 

relationship to mandated activities. 

 Traced productive hourly rate calculations for town employees to 

supporting documentation in the town’s payroll system. 

 Determined whether indirect costs claimed were for common or joint 

purposes and whether indirect cost rates were properly supported and 

applied. 

Objectives, Scope, 

and Methodology 
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 Inquired whether the claimant realized any offsetting savings or 

reimbursements from the statutes which created the mandated 

program. 

 Recalculated allowable costs claimed using audited data. 

 

 

Our audit found instances of noncompliance with the requirements 

outlined above. These instances are described in Schedule 1 (Summary of 

Program Costs) and in the Findings and Recommendations section of this 

report. 

 

For the audit period, the town of Apple Valley claimed $2,256,209 for 

costs of the Animal Adoption Program. Our audit found that $215,608 is 

allowable and $2,040,601 is unallowable.  

 

The State made no payments to the town. Our audit found that $215,608 

is allowable. The State will pay allowable costs, totaling $215,608, 

contingent upon available appropriations. 
 

 

We issued a draft audit report on June 8, 2016. Marc Puckett, Finance 

Director, responded by letter dated June 17, 2016 (Attachment), indicating 

“no comment” to Findings 4 and 6, disagreeing with Findings 1, 2, 3, 5, 

and 7, and not responding to Finding 8. This final audit report includes the 

town’s response.  

 

 

This report is solely for the information and use of the Town of Apple 

Valley, the California Department of Finance, and the SCO; it is not 

intended to be and should not be used by anyone other than these specified 

parties. This restriction is not intended to limit distribution of this report, 

which is a matter of public record. 

 

 

Original signed by 

 

 

JEFFREY V. BROWNFIELD, CPA 

Chief, Division of Audits 

 

August 15, 2016 

 

 

Conclusion 

Views of 

Responsible 

Officials 

Restricted Use 
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Schedule 1— 

Summary of Program Costs 

July 1, 2007, through June 30, 2009 
 

 

Actual Costs Allowable Audit

Cost Elements Claimed Per Audit Adjustment Reference
 1

July 1, 2007, through June 30, 2008

Direct costs:

Acquiring space/facilities 745,135$            -$                       (745,135)$          Finding 1

Care and maintenance of dogs, cats, and other animals
2

76,034                19,487                (56,547)              Finding 2

Increased holding period 57,566                45,483                (12,083)              Finding 3

Maintaining non-medical records -                         31,065                31,065                Finding 5

Procuring equipment -                         5,252                  5,252                  Finding 6

Total direct costs 878,735              101,287              (777,448)            

Indirect costs -                         6,627                  6,627                  Finding 7

Total program costs 
3

878,735$            107,914              (770,821)$          

Less amount paid by the State -                         

Allowable costs claimed in excess of (less than) amount paid 107,914$            

July 1, 2008, through June 30, 2009

Direct costs:

Acquiring space/facilities 1,233,364$         -$                       (1,233,364)$       Finding 1

Care and maintenance of dogs, cats, and other animals
2

77,199                14,097                (63,102)              Finding 2

Increased holding period 66,911                46,496                (20,415)              Finding 3

Lost and found lists -                         995                     995                     Finding 4

Maintaining non-medical records -                         31,912                31,912                Finding 5

Procuring Equipment -                         8,113                  8,113                  Finding 6

Total direct costs 1,377,474           101,613              (1,275,861)         

Indirect costs -                         6,081                  6,081                  Finding 7

Total program costs 1,377,474$         107,694              (1,269,780)$       

Less amount paid by the State -                         

Allowable costs claimed in excess of (less than) amount paid 107,694$            

Summary: July 1, 2007, through June 30, 2009

Direct costs:

Acquiring space/facilities 1,978,499$         -$                       (1,978,499)$       Finding 1

Care and maintenance of dogs, cats, and other animals
2

153,233              33,584                (119,649)            Finding 2

Increased holding period 124,477              91,979                (32,498)              Finding 3

Lost and found lists -                         995                     995                     Finding 4

Maintaining non-medical records -                         62,977                62,977                Finding 5

Procuring equipment -                         13,365                13,365                Finding 6

Total direct costs 2,256,209           202,900              (2,053,309)         

Indirect costs -                         12,708                12,708                Finding 7

Total direct and indirect costs 2,256,209$         215,608              (2,040,601)$       

Less amount paid by the State -                         

Allowable costs claimed in excess of (less than) amount paid 215,608$            
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Schedule 1 (continued) 
 

 

 
Actual Costs Allowable Audit

Cost Elements Claimed Per Audit Adjustment Reference
 1

Summary by Object Account: July 1, 2007, through

        and July 1, 2007, through June 30, 2009June 30, 2009

Direct Costs:

 Salaries and benefits -$                       180,394$            180,394$            

Materials and supplies 2,256,209           16,977                (2,239,232)         

Contract services -                         5,529                  5,529                  

Total direct costs 2,256,209           202,900              (2,053,309)         

Indirect costs -                         12,708                12,708                

Total direct and indirect costs 2,256,209$         215,608              (2,040,601)$       

Less amount paid by the State -                         

Allowable costs claimed in excess of (less than) amount paid 215,608$            

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

_________________________ 

1 See the Findings and Recommendations section. 
2 See Schedule 2 – Summary of Care and Maintenance Costs. 
3 The town’s original claim for FY 2007-08 totaled $278,649 and was timely filed. The town submitted an amended 

claim on February 16, 2010, totaling $878,735. As the amended claim was filed after the filing deadline specified 

in the SCO’s claiming instructions, it was subject to the late penalty as specified within Government Code 

section 17568, equal to 10% of allowable costs, not to exceed $10,000. However, the allowable audited costs for 

the town’s FY 2007-08 claim total $107,914, which is less than the amount originally claimed. Therefore, a late 

penalty is no longer applicable to the town’s claim.  
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Schedule 2— 

Summary of Care and Maintenance Costs 

July 1, 2007, through June 30, 2009 
 

 

Total

Costs

Claimed Materials Total

(Services & & Contract Costs Audit

Category Supplies) Salaries Benefits Supplies Services Allowable Adjustment

July 1, 2007, through June 30, 2008

Total care and maintenance costs $ 610,549  $ 142,572 $ 58,628 $ 17,884  $ 11,510   

Total animal census ÷ 47,666    ÷ 57,701   ÷ 57,701 ÷ 57,701  ÷ 57,701   

Cost per day $ 12.81      2.47       1.02     0.31      0.20       

Care and Maintenance of Dogs and Cats:

Cost per day $ 12.81      $ 2.47       $ 1.02     $ 0.31      $ 0.20       

Number of eligible dogs and cats x 2,844      x 1,622     x 1,622   x 1,622    x 1,622     

Reimbursable days x 2             x 3            x 3          x 3           x 3            

Total care and maintenance costs for 

dogs and cats 
1

$ 72,857    $ 12,019   $ 4,963   $ 1,508    $ 973        19,463$  (53,394)$     

Care and Maintenance of Other "Eligible" Animals:

Cost per day $ 12.81      $ 2.47       $ 1.02     $ 0.31      $ 0.20       

Number of eligible other animals x 62           x 1            x 1          x 1           x 1            

Reimbursable days x 4             x 6            x 6          x 6           x 6            

Total care and maintenance costs for 

other animals $ 3,177      $ 15          $ 6          $ 2           $ 1            24$         (3,153)$       

Total care and maintenance costs $ 76,034    $ 12,034   $ 4,969   $ 1,510    $ 974        19,487$  (56,547)$     

July 1, 2008, through June 30, 2009

Total care and maintenance costs $ 694,234  $ 108,583 $ 46,518 $ 28,925  $ 11,617   

Total animal census ÷ 58,669    ÷ 57,233   ÷ 57,233 ÷ 57,233  ÷ 57,233   

Cost per day $ 11.83      $ 1.90       $ 0.81     $ 0.51      $ 0.20       

Care and Maintenance of Dogs and Cats:

Cost per day $ 11.83      $ 1.90       $ 0.81     $ 0.51      $ 0.20       

Number of eligible dogs and cats x 3,098      x 1,366     x 1,366   x 1,366    x 1,366     

Reimbursable days x 2             x 3            x 3          x 3           x 3            

Total care and maintenance costs for 

dogs and cats 
1

$ 73,318    $ 7,786     $ 3,319   $ 2,090    $ 820        14,015$  (59,303)$     

Care and Maintenance of Other "Eligible" Animals:

Cost per day $ 11.83      $ 1.90       $ 0.81     $ 0.51      $ 0.20       

Number of eligible other animals x 82           x 4            x 4          x 4           x 4            

Reimbursable days x 4             x 6            x 6          x 6           x 6            

Total care and maintenance costs for 

other animals 
1

$ 3,881      $ 46          $ 19        $ 12         $ 5            82$         (3,799)$       

Total care and maintenance costs $ 77,199    $ 7,832     $ 3,338   $ 2,102    $ 825        14,097$  (63,102)$     

Summary:  July 1, 2007, through June 30, 2009

Care and maintenance:

Dogs and cats $ 146,175  $ 19,805   $ 8,282   $ 3,598    $ 1,793     33,478$  (112,697)$   

Other "Eligible" animals 7,058      61          25        14         6            106         (6,952)$       

Total care and maintenance costs $ 153,233  $ 19,866   $ 8,307   $ 3,612    $ 1,799     33,584$  (119,649)$   

Allowable per Audit

 

 

_________________________ 

1 Differences in Total Costs Claimed column are due to rounding. 
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Findings and Recommendations 
 

The town claimed services and supplies costs totaling $1,978,499 during 

the audit period under the Acquisition of Additional Space and/or 

Construction of New Facilities cost component. We found that the entire 

amount is unallowable because the town did not support, through a Board 

Agenda or other similar supporting documentation, that the construction 

was a direct result of the increased holding period requirements of this 

mandated program.   

 

In its fiscal year (FY) 2008-09 claim, the town provided supporting 

documentation for the expenditures that it incurred in the form of a 

Transaction Detail Report for RDA Project Area #2 – Capital 

Projects.  The town’s detail report listed expenditures for both the land 

acquisition and the related expenses for the construction of the new animal 

shelter.  The report was dated July 1, 2006, through October 25, 2010.  The 

audit period is July 1, 2007, through June 30, 2009.  Therefore, many of 

the expenses listed in the report are outside of the audit period.   

 

In its claims, the town states that prior to March 2005, the town contracted 

with the City of Hesperia for animal shelter services.  In FY 2005-06, the 

town established its own animal care facility. The facility was intended to 

be temporary; therefore, temporary capital improvements were made to an 

existing building to allow for the housing of animals in the town’s own 

jurisdiction.  We obtained online a “special meeting workshop” document 

dated February 16, 2007, wherein the Deputy Town Manager discusses 

“public facilities priorities.”  In this workshop, town officials mention that 

the town experienced population growth and that the existing animal 

shelter was only a temporary solution.  We also obtained online a Town 

Council Meeting Agenda dated July 10, 2007, approving the award of 

professional service agreements for the design of the new animal shelter 

facility.  The agenda authorized staff to “commence the process of issuing 

redevelopment tax allocation bonds for the Public Works and Animal 

Shelter facilities....”  We also obtained online flyers/media releases stating 

that “Apple Valley’s sound budget and conservative financial 

management have positioned the town for growth, even in the current 

economy.  Infrastructure planning is a top priority at a time when we can 

get the most for our money.” 

 

Based on this information, we determined that the town’s animal shelter 

was constructed in FY 2007-08 through FY 2008-09 because of population 

growth, the temporary nature of the existing shelter, and the cost-

effectiveness of taking on the project at that time. However, the town did 

not provide documentation that complies with the requirements contained 

in the parameters and guidelines, stating that “constructing new facilities 

is necessary for the increased holding period required by Statutes of 1998, 

Chapter 752 and that existing facilities do not reasonably accommodate 

impounded stray or abandoned dogs, cats, and other specified animals that 

are ultimately euthanized.” In other words, that the construction of new 

facilities was necessitated as a result of the legislative requirements of the 

Hayden Bill, which extended the required holding period of stray dogs, 

cats, and other animals.   

 

FINDING 1— 

Unallowable 

Acquisition of 

Additional Space 

and/or Construction 

of New Facilities costs 



Town of Apple Valley Animal Adoption Program 

-8- 

Additionally, reimbursement for this component is limited to the 

proportionate share of actual costs required to plan, design, acquire, and/or 

build facilities in a given fiscal year based on the pro-rata representation 

of impounded stray or abandoned dogs, cats, and other animals that are 

held during the increased holding period and either die during the 

increased holding period or are euthanized after the increased holding 

period to the total population of animals housed in the facility during the 

entire holding period.  In its claims, the town pro-rated the costs at 51.8% 

for FY 2007-08 and 12.9% for FY 2008-09; however, it did not provide 

calculations to show how it arrived at these percentages.  
 

The parameters and guidelines (section IV.B.1–Acquisition of Additional 

Space and/or Construction of New Facilities) identify the following 

reimbursable activities: 
 

Beginning January 1, 1999, for acquiring additional space by purchase 

or lease and/or construction of new facilities to provide appropriate or 

adequate shelter necessary to comply with the mandated activities during 

the increased holding period for impounded stray or abandoned dogs, 

cats, and other animals specified in Statutes of 1998, chapter 752 that die 

during the increased holding period or are ultimately euthanized. 
 

Eligible claimants are entitled to reimbursement for the proportionate 

share of actual costs required to plan, design, acquire, and/or build 

facilities in a given fiscal year based on the pro rata representation of 

impounded stray or abandoned dogs, cats, and other animals specified in 

Statutes of 1998, Chapter 752 that are held during the increased holding 

period specified in Sections IV (B) (3) and (4) of these parameters and 

guidelines and die during the increased holding period or are ultimately 

euthanized, to the total population of animals housed in the facility. The 

population of animals housed in the facilities includes those animals that 

are excluded from reimbursement, as specified in Sections IV (B)(3) and 

(4) of these parameters and guidelines during the entire holding period 

required by Food and Agriculture Code sections 31108, 31752, and 

31753. 
 

Supporting Documentation Submitted with the Initial and Subsequent 

Reimbursement Claims  
 

Acquiring additional space and/or construction of new facilities is 

reimbursable only to the extent that an eligible claimant submits, with 

the initial and/or subsequent reimbursement claim, documentation 

reflecting the following: 
 

A determination by the governing board that acquiring additional space 

and/or constructing new facilities is necessary for the increased holding 

period required by Statutes of 1998, Chapter 752 because the existing 

facilities do not reasonably accommodate impounded stray or abandoned 

dogs, cats, and other specified animals that are ultimately euthanized. 

The determination by the governing board shall include all of the 

following findings: 

 The average daily census of impounded stray or abandoned dogs, 

cats, and other animals specified in Statutes of 1998, Chapter 752 

that were impounded in 1998. For purposes of claiming 

reimbursement under section IV.B.1, average Daily Census is 

defined as the average number of impounded stay or abandoned 

dogs, cats, and other animals specified in Statutes of 1998, Chapter 

752 housed on any given day, in a 365-day period; 
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 The average daily census of impounded stray or abandoned dogs, 

cats, and other animals specified in Statutes of 1998, Chapter 752 

that were impounded in a given year under the holding periods 

required by Food and Agriculture Code sections 31108, 31752, and 

31753, as added or amended by Statutes of 1998, Chapter 752; 

 Existing facilities are not appropriately configured and/or equipped 

to comply with the increased holding period required by Statutes of 

1998, Chapter 752; 

 Remodeling existing facilities is not feasible or is more expensive 

than acquiring additional space and/or constructing new facilities to 

comply with the increased holding period required by Statutes 1998, 

chapter 752; and 

 Contracting with existing private or public shelters in the area to 

house the increase of impounded stray or abandoned dogs, cats, or 

other animas specified in Statutes 1998, chapter 752 is not feasible 

or is more expensive than acquiring additional space and/or 

contracting new facilities to comply with the increased holding 

period required by Statutes 1998, chapter 752. This finding should 

include the cost to contract with existing shelters. 
 

Documentation requirements may be satisfied in whole or in part by staff 

agenda items, staff reports, minutes of governing board meetings, 

transcripts of governing board meetings, certification by the governing 

board describing the finding and determination and/or a resolution 

adopted by the governing board pursuant to Food and Agriculture Code 

section 31755, as added by Statutes of 1999, Chapter 81 (Assembly Bill 

1482). 

 

The parameters and guidelines (section IV – Reimbursable Activities) 

state that: 
 

To be eligible for mandated cost reimbursement for any fiscal year, only 

actual costs may be claimed.  Actual costs are those costs actually 

incurred to implement the mandated activities.  Actual costs must be 

traceable and supported by source documentation to show the validity of 

such costs, when they were incurred, and their relationship to the 

reimbursable activities. 
 

Recommendation 

 

The Animal Adoption Program was suspended in the FY 2010-11 through 

FY 2015-16 Budget Acts.  If the program becomes active, we recommend 

that the town ensure that claimed costs include only eligible costs, are 

based on actual costs, and are properly supported. 

 
Town’s Response 
 

Issue 1: Town did not support, through a Board Agenda or other 

similar supporting document, that the construction was a direct result 

of the increased holding period requirements of this mandate program. 
 

Because the SCO is requesting specific wording to "prove” the facility 

construction was necessary due to increased space needed due to changes 

in State Law (Hayden Bill) we believe page two, Section E of the 

attached "Request For Qualifications/Request for Proposals (RFQ/RFP)" 

to Provide Architectural Design Services for New Municipal Services 

Animal Shelter Facility addresses this concern: 
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"The Project: The project will include design of a purpose built 

Animal Shelter Facility including office space.  The proposed 

Animal Control Shelter will be designed to increase the hold time for 

potentially adoptable animals and improve customer service." 

 

This RFQ/RFP was released on April 2, 2007, resulting from the 

authorization by the Town Council following the special meeting in 

February 2007 and a meeting in March 2007.   

 

Further: At the July 10, 2007 Town Council Meeting when the Town 

Council approved the Architectural Design Contract for the Animal 

Shelter Facility, the minutes do not reflect the entire conversation of the 

Town Council. If you listen to the discussion that led to the approval of 

the Notice to Proceed with Design of the Shelter, there was clearly 

discussion regarding the lack of space and need to expand the facility. 

 

At 1:32:37 of the recording of the July 10, 2007 Town Council Meeting, 

Councilman Jasper makes the comment regarding the need of building a 

new animal shelter is because it is "Mandated by the State to take care of 

our animals." 

 

http://www.applevalley.org/government/view-meetlngs-online  

http://applevalley.granicus.com/MediaPlayer.php?view_id=19&clip_id

=471 

 

It should also be noted that in our formula (which for some reason the 

SCO did not see in our claims) only requested a percentage of costs that 

were determined to be related only to the population increase due to the 

changes in the Hayden Bill, and not other growth factors. 

 

We believe that we have shown that one of the main reasons that 

necessitated the construction of the new shelter was the changes to State 

law that increased animal populations by lengthening holding periods 

and request that funds requested for this component be restored. 

 

Issue 2: Many of the costs claimed occurred outside of the audit period. 

 

The SCO Draft Audit documents do not list the specific costs that they 

believe did not occur within the eligible audit period. We would 

appreciate additional clarification on which specific items may require 

additional explanation and support and will be happy to provide more 

detailed information. 

 

Issue 3: Calculations to support the percentages claimed per fiscal year 

not provided. 

 

Calculations used to determine the percentage of facility costs claimed 

were included in both the FY 2007-08 and the FY 2008-09 actual and 

amended claims. 

 

The formula appears on Page 7 of the FY 2007-08 amended claim and 

on Page 6 of the FY 2008-09 amended claim. 

 

The formula appears directly in the FORM AA-2, Acquiring 

Space/Facilities page in the actual original claims. 

 

In the amended claims, they are the first pages to appear after all the 

FORMs AA-2. 
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We have attached them again for your convenience and are not sure why 

these pages were not visible in the claims reviewed by the SCO. We are 

assuming that the auditor did not request these pages from us because 

they had already determined the costs were not eligible due to Issue 1, 

discussed and addressed above. 

 

We are happy to review and discuss how these percentages were 

calculated. 

 

In summary, we believe we have addressed the concerns raised by the 

SCO auditor above, and request that amounts claimed for facility costs 

be restored. 

 
SCO’s Comment 

 

The finding and recommendation remain unchanged. 

 

The town addressed its comments to Finding 1 under three subheadings as 

follows: 
 

Issue 1: Town did not support, through a Board Agenda or other similar 

supporting document, that the construction was a direct result of the 

increased holding period requirements of this mandate program 

Issue 2:  Many of the costs claimed occurred outside of the audit period 

Issue 3:  Calculations to support the percentages claimed per fiscal year 

not provided 
 

We will address the town’s responses to the issues in the same order they 

were presented. 
 

Issue 1 

 

In its response, the town provides a document titled “Request for 

Qualifications/Request for Proposals (RFQ/RFP) to Provide Architectural 

Design Services for New Municipal Services Animal Shelter Facility” 

dated April 2, 2007.  The town states that the following language 

appearing on page two, Section E of this document provides the necessary 

wording to support that the construction of the new facility was a direct 

result of the increased holding period requirements of this mandated 

program:   
 

The Project: The project will include design of a purpose built Animal 

Shelter Facility including office space. The proposed Animal Control 

Shelter will be designed to increase the hold time for potentially 

adoptable animals and improve customer service. 

 

The town also states: 
 

Further: At the July 10, 2007 Town Council Meeting when the Town 

Council approved the Architectural Design Contract for the Animal 

Shelter Facility, the minutes do not reflect the entire conversation of the 

Town Council. If you listen to the discussion that led to the approval of 

the Notice to Proceed with Design of the Shelter, there was clearly 

discussion regarding the lack of space and need to expand the facility. 
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At 1:32:37 of the recording of the July 10, 2007 Town Council Meeting, 

Councilman Jasper makes the comment regarding the need of building a 

new animal shelter is because it is Mandated by the State to take care of 

our animals.  
 

The town believes that it has satisfied the supporting documentation 

requirements for this component and that the costs claimed be restored.  

We disagree.  The supporting documentation requirements contained in 

the parameters and guidelines for claiming construction costs are very 

specific.  The documentation must reflect the following:  
 

Constructing new facilities is necessary for the increased holding period 

required by Statutes of 1998, Chapter 752 and that existing facilities do 

not reasonably accommodate impounded stray or abandoned dogs, cats, 

and other specified animals that are ultimately euthanized.   
 

A statement is also required noting that existing facilities are not 

configured or equipped to comply with the increased holding period 

requirements. The language contained in the RFQ/RFP and July 10, 2007 

Town Council Meeting Agenda, as cited in the town’s response, does not 

satisfy the supporting documentation requirements as contained in the 

parameters and guidelines. 
 

Issue 2 
 

In its response, the town stated the following: 
 

The SCO Draft Audit documents do not list the specific costs that they 

believe did not occur within the eligible audit period.  We would 

appreciate additional clarification on which specific items may require 

additional explanation and support and will be happy to provide more 

detailed information. 
 

As stated earlier, in its FY 2008-09 claim, the town provided a Transaction 

Detail Report for RDA Project Area #2- Capital Projects as support for the 

costs it incurred to construct the new shelter.  The report is dated for the 

period of July 1, 2006, through October 25, 2010, and the expenditures 

listed total $11,008,301.  The town claimed costs for the audit period based 

on $11,008,301 (before pro-rated percentages were applied).  The audit 

period is July 1, 2007, through June 30, 2009.  Therefore, there are 

expenses listed on this transaction detail report that are outside of the audit 

period.  Even if the town had submitted appropriate supporting 

documentation that constructing the new facilities was necessary as a 

result of the increased holding period requirements of this mandated 

program, many of the costs claimed would be unallowable, as they were 

incurred outside of the audit period. 

 

Issue 3 

 

In its response, the town stated the following: 
 

Calculations used to determine the percentage of facility costs claimed 

were included in both the FY 2007-08 and the FY 2008-09 actual and 

amended claims.  The formula appears on page 7 of the FY 2007-08 

amended claim and on page 6 of the FY 2008-09 amended claim.  The 

formula appears directly in the FORM AA-2, Acquiring Space/Facilities 

page in the actual original claims.  In the amended claims, they are the 

first pages to appear after all the FORMs AA-2… 
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The SCO conducted the audit based on the town’s amended claims that it 

filed for both FY 2007-08 and FY 2008-09.  On FORM AA-2 of its 

amended claims, the town pro-rated the costs according to “percentage 

allowable per State formula” (51.8% for FY 2007-08, and 12.9% for 

FY 2008-09).  As stated earlier, the town did not provide with its claims 

the calculations to show how it arrived at these percentages.  In its 

response, the town provided a worksheet for both fiscal years titled “State 

Formula,” showing how it arrived at these percentages.  Regardless, as 

stated, the costs claimed are unallowable due to lack of supporting 

documentation that constructing the new facilities was necessary as a 

result of the increased holding period requirements of this mandated 

program.  Therefore, the computations showing how the town arrived at 

the pro-rata percentages claimed is not a consideration at this point. 

 
 

The town claimed direct costs totaling $153,233 ($146,175 for dogs and 

cats and $7,058 for other animals) during the audit period for the Care and 

Maintenance cost component.  We found that $33,584 is allowable and 

$119,649 is unallowable. The costs are unallowable because the town 

claimed unallowable services and supplies costs; misclassified costs; did 

not correctly calculate the annual census and the eligible number of dogs, 

cats and other animals; and did not correctly apply the care and 

maintenance formula. 

 

The following table summarizes the claimed, allowable, and audit 

adjustment amounts for care and maintenance costs for the audit period. 

Refer to Schedule 2 (Summary of Care and Maintenance Costs) for further 

details. 

 

Amount Claimed Amount Allowable

Fiscal Other Total Other Total Audit

Year Dogs/Cats Animals Claimed Dogs/Cats Animals Allowable Adjustment

2007-08 72,857$   3,177$      76,034$   19,463$   24$         19,487$  (56,547)$    

2008-09 73,318     3,881        77,199     14,015     82          14,097   (63,102)      

Total 146,175$ 7,058        153,233$ 33,478$   106$       33,584$  (119,649)$  

 

The parameters and guidelines (section IV.B.3–Care and Maintenance for 

Impounded Stray or Abandoned Dogs and Cats that Die During the 

Increased Holding Period or Are Ultimately Euthanized) identify the 

following reimbursable activities:   
 

Beginning July 1, 1999 – Providing care and maintenance during the 

increased holding period for impounded stray or abandoned dogs and 

cats that die during the increased holding period or are ultimately 

euthanized. The increased holding period shall be measured by 

calculating the difference between three days from the day of capture 

and four or six business days from the day after impoundment. 

 

  

FINDING 2— 

Overstated Care and 

Maintenance costs 
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The parameters and guidelines (section IV.B.4 – Care and Maintenance 

for Impounded Stray or Abandoned Animals specified in Food and 

Agriculture Code section 31753 that Die During the Increased Holding 

Period or Are Ultimately Euthanized) also state: 

 
Beginning January 1, 1999 – For providing care and maintenance for. . . 

stray or abandoned rabbits, guinea pigs, hamsters, pot-bellied pigs, birds, 

lizards, snakes, turtles, and tortoises legally allowed as personal property 

that die during the increased holding period or are ultimately euthanized. 

 

Eligible claimants are not entitled to reimbursement for the care and 

maintenance of the following population of dogs and cats and other 

animals:  

 Stray or abandoned dogs, cats, and other animals that are 

irremediably suffering from a serious illness or severe injury,  

 Newborn stray or abandoned dogs, cats, and other animals that need 

maternal care and have been impounded without their mothers,  

 Stray or abandoned dogs, cats and other animals too severely injured 

to move or when a veterinarian is not available and it would be more 

humane to dispose of the animal,  

 Owner-relinquished dogs, cats, and other animals, and  

 Stray or abandoned dogs, cats, and other animals that are ultimately 

redeemed, adopted, or released to a nonprofit animal rescue or 

adoption organization. 
 

The parameters and guidelines state that claimants may elect to use either 

the Actual Cost Method or the Time Study Method to claim costs for the 

care and maintenance of impounded stray or abandoned dogs, cats, and 

other animals that die during the increased holding period or are ultimately 

euthanized. The county elected to use the actual cost method to claim these 

costs. 

 

The parameters and guidelines specify the following steps for claiming 

costs using the Actual Cost Method: 
 

Actual Cost Method – Under the actual cost method, actual reimbursable 

care and maintenance costs per animal per day are computed for an 

annual claim period, as follows: 

a) Determine the total annual cost of care and maintenance for all dogs, 

cats and other animals impounded at a facility. Total cost of care and 

maintenance includes labor, materials, supplies, indirect costs, and 

contract services. 

b) Determine the average daily census of all dogs, cats and other 

animals. For purposes of claiming reimbursement under IV.B.3, 

average daily census is defined as the average number of all dogs 

and cats at a facility housed on any given day, in 365-day period and 

the average number of all other animals at a facility housed on any 

given day, in a 365-day period. 

c) Multiply the average daily census of dogs, cats and other animals by 

365 = the yearly census of dogs and cats and the yearly census of 

other animals. 
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d) Divide the total annual cost of care by the yearly census of dogs and 

cats to calculate the cost per dog and cat per day and by the yearly 

census of other animals to calculate the cost per other animal per 

day. 

e) Multiply the cost per animal per day by the number of impounded 

stay or abandoned dogs, cats and other animals that die during the 

increased holding period or are ultimately euthanized by each 

reimbursable day. 

 
Reimbursable days for cats and dogs is the difference between three days 

from the day of capture, and four or six business days from the day after 

impoundment. The reimbursable days for other animals are four or six 

days from the day after impoundment. 

 

Care and Maintenance Formula 

 

The town elected to use the Actual Cost Method to claim costs. The 

parameters and guidelines provide for a formula-driven methodology to 

determine allowable mandated costs for the care and maintenance of dogs 

and cats, and other animals. The use of this method requires a claimant to 

calculate the total amount of eligible costs incurred to provide care and 

maintenance for the animals housed in its shelter(s). This total is divided 

by the annual census of animals housed in the shelter(s) to determine a 

cost per animal per day. 

 

The next element of the formula is adding the number of stray and 

abandoned animals that died of natural causes during the holding period 

plus those animals that were euthanized after the required holding period. 

This total number of animals is then multiplied by the cost per animal per 

day. The resulting amount represents allowable costs for providing care 

and maintenance. Our calculations took into consideration that the 

required holding period does not include Saturday as a business day. This 

is consistent with an Appellate Court decision in Purifoy v. Howell dated 

March 26, 2010. 

 

The mandate reimburses claimants for costs associated with animals that 

were not relinquished, redeemed, adopted, or released to a nonprofit 

agency—and for animals for which the local agency was unable to assess 

fees to recover such costs. Costs incurred by the town for care and 

maintenance consisted of salaries and benefits, materials and supplies, 

contract services, and related indirect costs (related indirect costs are 

addressed separately in Finding 7).  

 

Claimed 

 

The town used an incorrect methodology to claim costs for care and 

maintenance during the audit period.  The town calculated care and 

maintenance costs by taking total expenditures incurred within 

Department 2130 (Animal Shelter), subtracting costs for the Spay/Neuter 

Program (account 8988), adding in a 40% overhead factor for the 

Municipal Services Director, and dividing the overall total of this 

calculation by the annual census of animals to determine the cost per 

animal per day. The cost per animal per day was then multiplied by the 

number of dogs and cats, and other animals euthanized during the year.  

The number of dogs and cats euthanized during the year was multiplied by 
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a factor of two to correspond to the number of extra days in the holding 

period, and the number of other animals had been multiplied by a factor of 

four.   

 

This methodology is incorrect for a number of reasons.  First, using the 

total of costs incurred within the animal shelter less costs for the spay and 

neuter program assumes that all of the remaining costs were 100% related 

to the care and maintenance of animals.  This is an incorrect assumption, 

as certain non-reimbursable activities take place within the animal shelter, 

such as animal licensing and adoption. In addition, certain activities take 

place that are not related to care and maintenance, such as employee 

education and training, meetings and conferences, office-related 

expenditures, and costs for veterinary medical services. Allowable costs 

for these activities are claimable under a different cost component.  There 

is no language in the parameters and guidelines permitting claimants the 

option to claim costs for multiple cost components using the Actual Cost 

Method option prescribed for care and maintenance activities. In addition, 

the factors unique to claiming costs for care and maintenance are not found 

within the other cost components.  

 

Allowable 

 

We worked with town representatives to determine which employee 

classifications performed care and maintenance activities and to what 

extent. We also obtained actual cost data for materials and supplies and 

contract services costs that were directly related to care and maintenance 

activities. The town provided its animal census database for the audit 

period; we used the database to determine the annual census of animals, 

as well as the numbers of eligible animals. We calculated indirect costs 

related to care and maintenance activities separately within Finding 7. 

 

Schedule 2 (Summary of Care and Maintenance Costs) summarizes the 

adjustments that we made to claimed costs for animal care and 

maintenance. These adjustments consisted of changes to total annual costs 

incurred by the town for animal care and maintenance (salaries, benefits, 

materials and supplies, and contract services) and animal census data used 

to determine the cost per animal per day. The schedule also shows the 

changes to the number of eligible animals and the number of reimbursable 

days that we used to determine reimbursable costs for each year of the 

audit period.   

 

Salaries and Benefits 
 

The town did not claim salaries and benefits for the audit period.  Rather, 

it claimed costs for salaries and benefits, materials and supplies, contract 

services, and indirect costs under the category of services and supplies, 

resulting in misclassified costs. 
 

During the course of the audit, we requested that the town provide the 

actual salary amounts paid to those employee classifications directly 

involved with the care and maintenance function. Due to record-retention 

and software issues, the town provided salary information for FY 2007-08 

only.  In the absence of supporting documentation for FY 2008-09 salary 

amounts, we proposed and the town agreed to use FY 2007-08 salary 
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amounts as a base and applied the 2008-09 CPI index of 1.01%.  Refer to 

Finding 8 for further information on the analysis of salaries and benefits. 
 

We also requested the duty statements for such classifications to assist in 

determining the percentage of the daily workload that was devoted to 

caring for and maintaining animals. Animal shelter management provided 

a list of personnel who participate in the care and maintenance functions. 

Management also provided information relating to the level of 

involvement of each classification according to the employee’s job duty 

description and staffing requirements during the audit period. 
 

The following table details the percent of animal care and maintenance per 

employee classification for the town’s animal shelter as determined by 

shelter management.   
 

FY 2007-08 and FY 2008-09

Employee Classification:

Animal Shelter Attendant/Assistant 60%

Animal Control/Customer Service Technician 5%

Animal Control Officer 5%

Animal Control Supervisor 5%

Registered Veterinary Technician 20%

Animal Shelter Supervisor 5%

100%  
 

Animal Shelter Attendant/Assistant 
 

Based on discussions with shelter management, the Animal Shelter 

Attendant/Assistant classification performed the bulk of the care and 

maintenance activities during the audit period.  The town determined that 

this classification performed 60% of the care and maintenance 

activities.  The remaining duties included reviewing applications for 

adoptions, counseling citizens, assisting with screening calls, overseeing 

volunteer and work release, and other duties as assigned.   
 

Animal Control/Customer Service Technician 
 

Based on discussions with shelter management, the Animal 

Control/Customer Service Technician classification performed a minimal 

amount of care and maintenance activities during the audit period, as the 

classification is mostly administrative in nature. The town determined that 

this classification performed 5% of the care and maintenance activities. 

The remaining duties included staffing the front counter, clerical tasks, 

issuing dog licenses, screening calls, and dispatching.   

 

Animal Control Officer 
 

Based on discussions with shelter management, the Animal Control 

Officer classification performed a minimal amount of care and 

maintenance activities during the audit period, as the classification is 

mostly in the field, retrieving stray dogs and cats and working with 

citizens.  The town determined that this classification performed 5% of the 

care and maintenance activities, including morning cleaning and feeding 

of dogs. The remaining duties included running citizen calls, paperwork 

follow-up, door-to-door canvassing, and administrative hearings.  
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Animal Control Supervisor 
 

Based on discussions with shelter management, the Animal Control 

Supervisor classification performed minimal amounts of care and 

maintenance activities during the audit period.  Similar to the Animal 

Control Officer, this classification is mostly in the field with some 

administrative duties. The town determined that this classification 

performed 5% of the care and maintenance activities, including morning 

cleaning and feeding of dogs. The remaining duties included running calls, 

paperwork follow-up, door-to-door canvassing, administrative hearings, 

and employee evaluations.  

 

Registered Veterinary Technician 

 

Based on discussions with shelter management, we determined that the 

Registered Veterinary Technician classification performed some amount 

of care and maintenance activities during the audit period.  The town 

determined that this classification performed 20% of the care and 

maintenance activities, including routine animal care.  The remaining 

duties included paraprofessional veterinary medical care and other duties 

as assigned.   

 

Animal Shelter Supervisor 

 

Based on discussions with shelter management, we determined that the 

Animal Shelter Supervisor classification performed a minimal amount of 

care and maintenance activities during the audit period, as this 

classification is mostly supervisory and administrative.  The town 

determined that this classification performed 5% of the care and 

maintenance activities.  The remaining duties included assisting 

management, conducting facility inspections, creating reports, and 

overseeing personnel.   

 

Calculation 

 

Based on our inquiries, we concurred with the above percentages of 

employee classification involvement as determined by the town.  Once we 

determined the employee classifications involved in the care and 

maintenance of animals and the extent of their involvement, we calculated 

allowable costs for labor, including the applicable percentages of actual 

salaries and benefits costs incurred by the town for this cost component. 

 

The following table summarizes the salaries and benefits amounts that we 

used in the care and maintenance formula by fiscal year: 

 

Amount Amount 

Fiscal Year Claimed Supported Difference

Salaries and benefits:

2007-08 -$              201,200$      201,200$    

2008-09 -                155,101        155,101      

Total, salaries and benefits -$              356,301$      356,301$    
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Materials and Supplies  
 

The town claimed materials and supplies costs totaling $153,233 during 

the audit period ($146,175 for dogs and cats and $7,058 for other animals). 

As detailed above, the town used an incorrect methodology to claim care 

and maintenance costs. The town misclassified all of the costs as services 

and supplies rather than materials and supplies. It also co-mingled 

estimated salaries and benefits, materials and supplies, contract services, 

and various other expenditures. These co-mingled costs included items 

that are not reimbursable under the Care and Maintenance cost component. 

 

In order to determine allowable material and supplies costs, we worked in 

conjunction with shelter management to identify materials and supplies 

costs eligible for reimbursement for the Care and Maintenance cost 

component. The town provided expenditure reports and line item 

descriptions of the costs for both the Animal Shelter Department (2130) 

and the Animal Control Department (2120).  We identified materials and 

supplies costs related to the care and maintenance of all animals in the 

following accounts:  

 Account 7305 – Animal Food Supplies 

 Account 7370 – Special Department Expense 

 Account 9026 – Equipment Maintenance (parts) 

 Account 7265 – Office Supplies 

 Account 7277 – Printing 

 Account 7655 – Cleaning Service and Sanitary Supplies 

 

We excluded certain expenditures posted to these accounts that were not 

used for care and maintenance activities. 

 

Dogs and Cats 

 

The town claimed $72,857 in materials and supplies costs for dogs and 

cats for FY 2007-08 and $73,318 for FY 2008-09.   As mentioned above, 

these costs consisted of various expenditures that were co-mingled and 

misclassified as services and supplies.  We worked with shelter staff to 

determine the actual amounts of materials and supplies costs incurred for 

care and maintenance activities of all animals for each year of the audit 

period. 
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The following table shows the amount of materials and supplies claimed, 

the amount supported, and the difference by fiscal year: 

 
Fiscal Expenditure Amount Amount

Year Category Claimed Supported Difference

2007-08

Co-mingled animal shelter costs 72,857$            -$                  (72,857)$             

7305 - Animal Food Supplies -                        10,222           10,222                

7370 - Special Dept. Expense -                        7,016             7,016                  

9026 - Equipment Maintenance (parts) -                        294                294                     

7265 - Office Supplies -                        8                    8                         

7277 - Printing -                        344                344                     

72,857$            17,884$         (54,973)$             

2008-09

Co-mingled animal shelter costs 73,318$            -$                  (73,318)$             

7305 - Animal Food Supplies -                        12,464           12,464                

7370 - Special Dept. Expense -                        11,704           11,704                

7655 - Cleaning Service & Sanitary Supplies -                        4,108             4,108                  

9026 - Equipment Maintenance (parts) -                        649                649                     

73,318$            28,925$         (44,393)$             

Total, materials and supplies 146,175$          46,809$         (99,366)$             

 

Other Animals 

 

The town claimed $3,177 in materials and supplies costs for other animals 

for FY 2007-08 and $3,881 for FY 2008-09. These costs consisted of 

various expenditures that were co-mingled and misclassified as services 

and supplies. We worked with shelter staff to determine the actual amounts 

of materials and supplies costs incurred for care and maintenance of all 

animals for each year of the audit period. Allowable costs for other animals 

are already included in the table above. 

 

The following table shows the amount of materials and supplies costs 

claimed, the amount supported, and the difference by fiscal year: 

 
Fiscal Expenditure Amount Amount

Year Category Claimed Supported Difference

2007-08

Co-mingled animal shelter costs 3,177$              -$                  (3,177)$           

2008-09

Co-mingled animal shelter costs 3,881$              -$                  (3,881)$           

Total, materials and supplies 7,058$              -$                  (7,058)$            
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The following table summarizes the gross amount of materials and 

supplies costs claimed, the amount supported, and the difference by fiscal 

year. We used the totals in the amount supported column in the care and 

maintenance formula for both dogs and cats and other animals for each 

fiscal year of the audit period. 

 

Gross Amount of Materials and Supplies

Fiscal Amount Amount

Year Claimed Supported Difference

2007-08 76,034$     17,884$         (58,150)$    

2008-09 77,199      28,925          (48,274)      

Total 153,233$   46,809$         (106,424)$   

 
 

Contract Services 
 

The town did not claim contract services costs during the audit period, as 

all costs were co-mingled and claimed as services and supplies.  During 

the course of the audit, the town provided expenditure reports and line item 

descriptions for utilities costs incurred during the audit period.     

 

FY 2007-08  

 

Per shelter management, all of the town’s utilities were billed to the Public 

Services Account through one master bill. Costs could not be broken down 

for the animal shelter, except for the water bill. The water company was 

able to provide a breakdown of the amount paid by the town for services 

to the animal shelter address. Using utility cost data that was available for 

FY 2008-09, we allocated electricity and natural gas costs applicable to 

FY 2007-08 based on animal census data for the two fiscal years. The 

percent difference in the animal census for FY 2007-08 compared to 

FY 2008-09 was 1.01. Therefore, we multiplied the electricity and natural 

gas costs in FY 2008-09 by a factor of 1.01% to arrive at costs for 

FY 2007-08.   

 

FY 2008-09 
 

Beginning with FY 2008-09, the town started billing utilities separately to 

each department, with the exception of phone and trash. Therefore, we 

were able to identify utilities costs for electricity, natural gas, and water in 

the town’s expenditure reports for the animal shelter (Department 2130).  
 

We held discussions with shelter management, who determined that the 

following pro-rata percentages should be applied to utility costs as they 

relate to the care and maintenance of animals: 

 Water at 85% – the town reasoned that almost all of the water 

consumed by the shelter is a direct result of care and maintenance of 

the animals—for example, providing water, washing down and 

sanitizing the kennels and stalls, and washing bedding. There was no 

landscaping to water, only one restroom for staff, and a small kitchen 

sink.  
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 Electricity and natural gas at 85% – the town reasoned that during the 

audit period, staff and animals were housed at the old shelter, where 

staff had to continually keep swamp coolers running in the summer 

and heaters running during the winter to keep the animals comfortable. 

The facility also has a gas-powered laundry dryer.  
 

We reviewed the town’s assessment of utility costs incurred for care and 

maintenance activities and found that the city’s determination of the pro-

rata percentages is reasonable. 
 

The following table summarizes the actual costs, the costs claimed, the 

allowable pro-rata percentage, the allowable costs, and audit adjustment 

amounts for contract services by fiscal year: 
 

Pro-Rata

Fiscal Actual Amount Percentage Amount Audit

Year Expenditure Cost Claimed Allowable Allowable Adjustment

2007-08

Electricity 7,456$      -$            85% 6,338$     6,338$       

Natural Gas 5,248        -              85% 4,461       4,461         

Water 837           -              85% 711          711            

13,541$    -$            11,510$   11,510$     

2008-09

Electricity 7,395$      -$            85% 6,286$     6,286$       

Natural Gas 5,205        -              85% 4,425       4,425         

Water 1,066        -              85% 906          906            

13,666$    -$            11,617$   11,617$     

Total, contract services 27,207$    -$            23,127$   23,127$     

Animal Census Data 

 

The yearly animal census refers to the total number of days that all animals 

were housed in the town’s shelter. The actual cost formula requires the 

eligible cost of care to be divided by the yearly census to arrive at an 

average cost per animal per day. The cost per animal per day is then 

multiplied by the number of “eligible” animals (defined further) and the 

number of increased days.   

 

The town provided the actual animal census information from its Shelter 

Pro database system for the audit period.  We worked in conjunction with 

shelter management to determine the allowable animal census per fiscal 

year.  Management verified the validity of the raw data and corrected any 

data entry errors.  For example, staff corrected animal data showing 

negative days impounded, zeroes shown for the number of animals 

impounded, and other obvious inconsistencies in the raw data. We applied 

the exclusions per the parameters and guidelines to the raw animal data 

provided by the town. 
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The following table summarizes the claimed and allowable animal census 

information by fiscal year: 

 

Animal Census

Fiscal Census Census

Year Claimed Allowable Difference

2007-08 47,666     57,701      10,035     

2008-09 58,669     57,233      (1,436)     

Total 106,335   114,934    8,599      

 
Eligible Dogs, Cats, and Other Animals 

 

To verify the eligible animal population, we ran a query of all animals that 

fit the following reimbursement criteria: 

 

Eligible dogs and cats: 

 Died of natural causes during the increased holding period: died on 

days 4, 5, and 6 

 Ultimately euthanized: euthanized on day 7 of the holding period and 

beyond 

 

Eligible Other Animals: 

 Died of natural causes during the increased holding period: died on 

days 2, 3, 4, 5, and 6 (animals that died on day 1 were not included 

because they were most likely irremediably suffering from a serious 

illness or injury or were too severely injured to move and it may have 

been more humane to dispose of the animal) 

 Ultimately euthanized: euthanized on day 7 of the holding period and 

beyond 

 

The town overstated the number of eligible dogs, cats, and other animals 

for each year of the audit period.  In order to determine the correct number 

of eligible animals for each fiscal year of the audit period, we requested 

animal data from the town.  We applied the number of eligible animals to 

the actual cost formula for all years of the audit period. We consistently 

applied the exclusions per the parameters and guidelines to the raw animal 

data provided by the town. 

 

The following table summarizes the claimed and allowable eligible 

animals used in the care and maintenance formula for the audit period by 

fiscal year: 

 
Eligible Animals Claimed Eligible Animals Allowable

Fiscal Other Total Other Total

Year Dogs/Cats Animals Claimed Dogs/Cats Animals Allowable

2007-08 2,844       62            2,906      1,622      1            1,623     

2008-09 3,098       82            3,180      1,366      4            1,370     

Total 5,942       144          6,086      2,988      5            2,993     
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Reimbursable Days 
 

For both fiscal years of the audit period, the town claimed two 

reimbursable days for dogs and cats and four reimbursable days for other 

animals.  The town’s claims state that the mandate added two extra holding 

days for dogs and cats and four extra holding days for other animals.  In 

fact, the mandate required shelters to keep dogs and cats and other animals 

for four business days after the day of impoundment, excluding Saturdays, 

Sundays, and legal holidays.  Prior to this mandated program, the law 

stated that dogs and cats must be kept for 72 hours from the time of 

impoundment, and there was no requirement for other animals.  As a result 

of the “four business days” holding requirement, the average number of 

increased holding days per week for dogs and cats is three days and for 

other animals is six days.  The town did not correctly apply the increased 

holding period requirement of this mandate when calculating the number 

of reimbursable days.  
 

An Appellate Court decision in Purifoy v. Howell dated March 26, 2010, 

determined that Saturday is not considered a business day for the purposes 

of this mandated program.  Therefore, for the audit period, we determined 

that the increased holding period for dogs and cats is three days and the 

increased holding period for other animals is six days. 
 

Assembly Bill 222   
 

Assembly Bill 222 (Chapter 97, Statutes of 2011) was enacted on July 25, 

2011, and took effect January 1, 2012.  This bill states that a “business 

day” includes any day that a public or private animal shelter is open to the 

public for at least four hours, excluding state holidays.  This bill was 

applicable beginning January 1, 2012 and does not affect the audit period 

covered in this audit.   
 

Recommendation 
 

The Animal Adoption Program was suspended in the FY 2010-11 through 

FY 2015-16 Budget Acts.  If the program becomes active, we recommend 

that the town ensure that claimed costs include only eligible costs, are 

based on actual costs, and are properly supported. 
 

Town’s Response 

 
The Town consultant calculated our Care and Maintenance Costs in a 

different, more aggregate manner than what the SCO auditor is 

proposing.  We do not believe this to be incorrect and feel that once 

corrections are made to the Auditor's assumptions and calculations, the 

two methods will yield similar eligible costs. 

 

Issue 1: SCO did not allow actual time for various employees for Care 

and Maintenance calculation and erroneously concluded that staff 

time across positions had total 100%. This is not accurate and we 

believe the: 

 

Animal Shelter Attendant's time should be classified as 85% directly 

related to care and maintenance activities as originally identified by the 

Shelter representative before the SCO auditor required that she reduce 

the time. 
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Animal Shelter Supervisor's time should be classified as 10% directly 

related to care and maintenance instead of the 5% allowed. The original 

allocation was 10% before the auditor instructed Apple Valley staff to 

reduce the percentages to total to 100% between all positions. This was 

an erroneous direction as there is no requirement that the positions have 

to equal 100%. 

 

Also most of the remaining time of the Supervisor is spent on 

supervisory and administrative general functions, and that time should 

be included in the Indirect Cost Rate calculation discussed later in this 

document. 

 

We have attached emails that took place on April 13, 2016 between the 

Auditor and the Shelter representative, Adriana Atteberry asking that she 

detail the time spent by each position caring and maintaining the animals. 

When the Ms. Atteberry, responds, the auditor calls her and instructs her 

to downwardly revise her allocations of time so that everyone's time 

spent caring for animals added together totals to 100%.  When the 

percentage is still too high - the auditor then emails and says another 5% 

needs to be cut (which is later reduced from the Shelter Supervisors time 

allocation.) 

 

These demands made by the auditor was incorrect and do not result in an 

amount that reflects actual reimbursable time and cost spent on Care and 

Maintenance activities.  There is no reason why the total must add to 

100% between a group of employees.  Each position can spend varying 

amounts of time on an activity -to the maximum of 100% per person. 

 

The SCO decision to restrict the allocation of time spent on the entire 

group of people to 100% is illogical and arbitrary. 

 

We request that the allocations of time spent be based on actual amounts 

originally specified by the Shelter Manager.  (See the following email 

copies) 

 

Issue 2: Overhead costs allowed by the SCO were understated. 

 

We have attached overhead calculations (ICRP rates for the SHELTER 

department for FY 2007-08 and FY 2008-09 which indicate the actual 

overhead rates are much higher than the default 10% rate allowed). 

 

We request that these actual rates be used.  (See attached) 

 

SCO’s Comment 

 

The finding and recommendation remain unchanged. 

 

In its response, the town makes several comments regarding this finding. 

 

First, the town states that:  

 
. . . the town consultant calculated our Care and Maintenance costs in a 

different, more aggregate manner that what the SCO auditor is 

proposing.  We do not believe this to be incorrect and feel that once 

corrections are made to the auditor’s assumptions and calculations, the 

two methods will yield similar eligible costs.   
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The manner in which costs must be claimed for the various components of 

this mandated program is not an issue “proposed” by the SCO. For the 

Care and Maintenance cost component, the parameters and guidelines 

state that claimants may elect to use either the Actual Cost Method or the 

Time Study Method to claim costs.  The town elected to use the actual cost 

method.  The parameters and guidelines provide for a specific formula-

driven methodology (the care and maintenance formula) to determine 

allowable mandated costs using the Actual Cost Method.  As described in 

detail above, the town applied this methodology incorrectly.  The SCO 

calculated allowable costs using the Actual Cost Method and the 

prescribed care and maintenance formula as outlined in the parameters and 

guidelines.   The parameters and guidelines do not provide for multiple 

methods of applying the care and maintenance formula.   

 

Second, the town states that the “SCO did not allow actual time for various 

employees for Care and Maintenance calculation and erroneously 

concluded that staff time across positions had total 100%.”  Specifically, 

the town requests that: (1) the “Animal Shelter Attendant’s time should 

be classified as 85% directly related to care and maintenance activities as 

originally identified by the Shelter representative before the SCO auditor 

required that she reduce the time” and (2) the “Animal Shelter 

Supervisor’s time should be classified as 10% directly related to care and 

maintenance instead of the 5% allowed.”  The town goes on to state that 

“each position can spend varying amounts of time on an activity – to the 

maximum of 100% per person.” 

 

The town did not claim salaries and benefits for the audit period.  In the 

absence of supporting documentation for actual salary and benefit costs 

incurred for the care and maintenance of animals during the course of the 

audit, we requested duty statements for the employee classifications 

directly involved in care and maintenance activities in order to assist in 

determining the percentage of the daily workload that staff devoted to 

caring for and maintaining the animals.  The duty statements are very 

detailed in the description of essential job functions for each classification.  

For example, the duty statement for the Animal Shelter Attendant 

classification lists 11 essential job functions, one of which describes care 

and maintenance activities.  The duty statement for the Animal Shelter 

Supervisor classification lists 21 essential job functions, one of which 

describes care and maintenance activities.   Contrary to what the town 

believes, it is not reasonable to apply 100% of any classification’s 

workload solely to care and maintenance activities.  Based on the detailed 

duty statements provided, these employees are also performing many 

activities that are reimbursable under other components of this mandated 

program (necessary and prompt veterinary care, maintaining non-medical 

records, lost and found lists), as well as various administrative activities 

and non-mandated activities.   

 

Lastly, the town states that overhead costs allowed by the SCO for this 

component were understated.  This issue is addressed separately under 

Finding 7- Allowable Indirect Costs. 
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The town claimed a total of $124,477 for services and supplies costs under 

the Increased Holding Period cost component. We found that $91,979 is 

allowable and $32,498 is unallowable. The costs are unallowable because 

the town claimed unallowable services and supplies costs, misclassified 

costs, and used an incorrect methodology for claiming costs.  
 

The following tables summarize the claimed, allowable, and unallowable 

costs for the Increased Holding Period cost component for the audit period 

by fiscal year: 
 

Amount Amount Audit 

Fiscal Year Claimed Allowable Adjustment

Services and supplies:

2007-08 57,566$  -$                (57,566)$   

2008-09 66,911    -                  (66,911)     

Subtotal, services and supplies 124,477$ -$                (124,477)$ 

 
 

Amount Amount Audit 

Fiscal Year Claimed Allowable Adjustment

Salaries and benefits:

2007-08 -$           45,483$        45,483$    

2008-09 -            46,496          46,496      

Subtotal, salaries and benefits -$           91,979$        91,979$    

 

Amount Amount Audit 

Fiscal Year Claimed Allowable Adjustment

Total direct costs:

2007-08 57,566$  45,483$        (12,083)$   

2008-09 66,911    46,496          (20,415)     

Total 124,477$ 91,979$        (32,498)$   

 
 

Services and Supplies 
 

The town claimed $124,477 for services and supplies for the audit period.  

We found that the entire amount is unallowable. Under this component, 

claimants are reimbursed for making animals available for owner 

redemption on either one weekday evening or one weekend day. The town 

made animals available for owner redemption during the audit period by 

staying open to the public for six hours on Saturdays.   
 

The town claimed costs for this component by using total shelter costs 

incurred in animal shelter (Department 2130) less costs reported in 

account 8988 (Spay/Neuter Program). This revised total for shelter cost 

was then divided by 2,912, a number described as “total hours of facility 

operations” in the town’s claims. The resulting amount was described as 

the “cost per hour” to operate the entire shelter, which was then multiplied 

by the number of hours that the town’s shelter was open during the year 

FINDING 3— 

Overstated Increased 

Holding Period costs 
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on Saturdays (312) to calculate claimed costs.   

The town’s methodology for claiming costs under this component is 

incorrect. Using total costs incurred by the animal shelter (less spay and 

neuter costs) to determine an hourly amount to operate the animal shelter 

assumes that all of the remaining costs incurred to operate the shelter on 

Saturdays are reimbursable. This assumption is not consistent with the 

requirements of this mandated program. For example, costs incurred for 

non-reimbursable activities such as animal licensing, adoption, and 

euthanasia are not reimbursable at any time. In addition, costs incurred for 

animal care and maintenance were claimed under that cost component, yet 

were not factored out in the town’s calculations for this cost component.  

Moreover, the town misclassified the costs as “services and supplies” costs 

rather than as salary and benefit costs. 

 

Salaries and Benefits 

 

As mentioned above, the town did not claim salaries and benefits during 

the audit period.  Instead, it used an incorrect methodology for calculating 

allowable costs and then misclassified them as services and supplies.  We 

found that the town incurred a total of $91,979 in allowable salaries and 

benefits for the audit period. 

 

Hours of Operation 

 

For each year of the audit period, the town provided support that its animal 

shelter was open to the public on Saturdays from 9:00 a.m. to 3:00 p.m., 

for a total of six hours per employee performing the reimbursable 

activities.  The shelter met the requirements of the mandate by making 

animals available for owner redemption on the weekend day.  

 

The shelter’s hours of operation are essential in determining the allowable 

hours to comply with the Increased Holding Period cost component.  For 

both fiscal years of the audit period, the town correctly claimed and was 

able to support that the shelter was open to the public on Saturdays from 

9:00 a.m. to 3:00 p.m., for a total of six hours per allowable employee.  

 

Staffing Requirements 

 

We discussed with shelter management the staffing requirements to make 

animals available for owner redemption on Saturdays, when the shelter 

was open to the public, in comparison to Sundays, when the shelter was 

closed. We also obtained staffing schedules for the town’s shelter to 

determine the number of increased positions necessary to perform the 

reimbursable activities. 

 

The town did not claim employee classifications under this 

component. The staffing schedules for both fiscal years of the audit period 

show that on Sundays, when the shelter was closed to the public, the 

shelter was staffed with just one Animal Shelter Attendant/Assistant. 

However, when the shelter was open to the public on Saturdays, the shelter 

was staffed with the following: 

 Two Animal Shelter Attendants/Assistants;  



Town of Apple Valley Animal Adoption Program 

-29- 

 One Shelter Supervisor;  

 Two Animal Control/Customer Service Technicians; and  

 Two Animal Control Officers in FY 2007-08 and one in FY 2008-09. 

 

Based on the staffing schedules provided, the increased staff positions on 

Saturdays needed to perform the reimbursable activities consisted of one 

Animal Shelter Attendant/Assistant, one Animal Shelter Supervisor, and 

two Animal Control/Customer Service Technicians. We excluded the 

Animal Control Officers, as this position would not be responsible for 

assisting owners with redeeming their pets but instead would be 

performing duties in the field.     

 

The following table shows the claimed and the allowable employee 

classifications determined to be the increased positions necessary to 

comply with making the animals available for owner redemption. In 

addition, the table summarizes the total hours claimed and allowable: 

 
Fiscal Year

2007-08 2008-09 Totals

   Claimed

Hours claimed 6           6           

x Weeks per year 52         52         

Total hours claimed 312        312        624     

   Allowable

Animal Shelter Supervisor 1           1           

Animal Shelter Attendant/Assistant 1           1           

Animal Control/Customer Service Technician 2           2           

Total employee positions 4           4           

x Hours allowed per position 6           6           

x Weeks per year 52         52         

Total hours allowable 1,248     1,248     2,496   

 

Indirect Costs 

  

The indirect costs applicable for this cost component, totaling $6,478 for 

the audit period, were calculated separately. See Finding 7, Allowable 

Indirect Costs, for the calculations. 

 

The parameters and guidelines (section IV.B.4–Using the Holding Period 

of Four Business Days After the Day of Impoundment) state that the 

following activities are reimbursable beginning January 1, 1999, for 

impounded animals specified in Food and Agriculture Code section 31753 

(“other animals”), and beginning July 1, 1999, for impounded dogs and 

cats for either:  

1. Making the animal available for owner redemption on one weekday 

evening until at least 7:00 p.m., or one weekend day; or  

2. For those local agencies with fewer than three full time employees 

or that are not open during all regular weekday business hours, 

establishing a procedure to enable owner to reclaim their animals by 

appointment at a mutually agreeable time when the agency would 

otherwise be closed.  
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The parameters and guidelines (section IV – Reimbursable Activities) 

state that: 
 

To be eligible for mandated cost reimbursement for any fiscal year, only 

actual costs may be claimed. Actual costs are those costs actually 

incurred to implement the mandated activities. Actual costs must be 

traceable and supported by source documentation to show the validity of 

such costs, when they were incurred, and their relationship to the 

reimbursable activities. 
 

The parameters and guidelines (section V.A.1 – Salaries and Benefits) 

state that: 
 

Claimants must 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. 
 

Recommendation 
 

The Animal Adoption Program was suspended in the FY 2010-11 through 

FY 2015-16 Budget Acts. If the program becomes active, we recommend 

that the town ensure that claimed costs include only eligible costs, are 

based on actual costs, and are properly supported. 
 

Town’s Response 

 
Costs were calculated by the consultant in a different, more aggregate 

manner the SCO auditor is proposing. We do not believe this to be 

incorrect and believe that once certain SCO errors are corrected, the two 

methods will yield similar eligible costs. 

 

Issue 1: Overhead costs were understated. 

 

We have attached an overhead (ICRP rate for the SHELTER department 

for FY 2007-08 and FY 2008-09 which indicate the actual overhead rates 

are much higher than the default 10% rate allowed). 

 

We request that these actual rates be used. (See attached calculations) 

 

SCO’s Comment 

 

The finding and recommendation remain unchanged. 

 

The town states that overhead costs allowed by the SCO for this 

component were understated. This issue is addressed separately under 

Finding 7- Allowable Indirect Costs. 

 

 

The town did not claim any costs under the Lost and Found Lists cost 

component during the audit period. We found that $995 is allowable under 

this cost component. 
 

  

FINDING 4— 

Allowable Lost and 

Found Lists costs 
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Contract Services 
 

During the course of the audit, the town submitted invoices for various 

expenditures.  Using these invoices, we found that the town incurred costs 

for the purchase of Multiple Options animal data software in                 

FY 2008-09. The invoice details the various services and options provided 

with the software package, along with the associated costs. We found that 

under the “services” portion of the invoice, the option titled PetFinder 

Support is applicable to this component. The total cost for the PetFinder 

Support was $995. We ultimately determined that the entire amount is 

related to this mandated activity and $995 is allowable in contract services 

costs. 

 

Salaries and Benefits 

 

The town did not claim costs under this component and, therefore, did not 

claim salaries and benefits. During the course of the audit, the town was 

able to provide support that it complied with the five reimbursable 

activities outlined for this component. However,the town would have to 

perform a time study for the activities of providing lost and found 

information to the public in order to determine allowable salary and benefit 

costs. Though given the option, the town did not perform a time study 

during the course of the audit. 

 

The parameters and guidelines allow reimbursement, beginning January 1, 

1999, for providing owners of lost animals and those who find lost animals 

with all of the following:  

1. Ability to list the animals they have lost or found on lost-and-found 

lists maintained by the local agency;  

2. Referrals to animals listed that may be the animals the owner or 

finders have lost or found;  

3. The telephone numbers and addresses of other pounds and shelters 

in the same vicinity;  

4. Advice as to means of publishing and disseminating information 

regarding lost animals; and  

5.  The telephone numbers and addresses of volunteer groups that may 

be of assistance in locating lost animals.  

 

Recommendation 

 

The Animal Adoption Program was suspended in the FY 2010-11 through 

FY 2015-16 Budget Acts.  If the program becomes active, we recommend 

that the town ensure that claimed costs include only eligible costs, are 

based on actual costs, and are properly supported. 

 

Town’s Response 

 

The town replied “no comment” to the audit finding. 

 

SCO’s Comment 

 

The finding and recommendation remain unchanged.  

 



Town of Apple Valley Animal Adoption Program 

-33- 

The town did not claim costs under the Maintaining Non-Medical Records 

cost component. However, during the course of the audit, we found that 

the town incurred a total of $62,977 in allowable costs ($60,242 for 

salaries and benefits, and $2,735 for contract services).  

 

The following table summarizes the combined claimed, allowable, and 

adjusted direct costs for the Maintaining Non-Medical Records cost 

component by fiscal year: 

 
Amount Amount Audit 

Fiscal Year Claimed Allowable Adjustment

Total direct costs:

2007-08 -$                31,065$    31,065$       

2008-09 -                  31,912     31,912        

Total -$                62,977$    62,977$       

 
Salaries and Benefits 

 

The town did not claim salaries and benefits during the audit period.  

However, the town conducted a time study during the course of the audit 

to determine the average amount of time spent by various employee 

classifications processing non-medical animal records. We found that 

$60,242 is allowable.   

 

The following table summarizes the claimed, allowable, and audit 

adjustment amounts for salaries and benefits for the Maintaining Non-

Medical Records cost component by fiscal year: 

 
Amount Amount Audit 

Fiscal Year Claimed Allowable Adjustment

Salaries and benefits:

2007-08 -$                31,065$    31,065$       

2008-09 -                  29,177     29,177        

Total, salaries and benefits -$                60,242$    60,242$       

 
 

Time Study 

 

During the course of the audit, the town conducted a time study for this 

cost component from April 16, 2016, through April 25, 2016. The town 

studied the time required to process records for incoming animals and the 

final disposition of animals. The six employee classifications of Animal 

Services Technician, Animal Control Officer, Animal Shelter Supervisor, 

Animal Health Technician, Office Assistant, and Shelter Specialist 

participated in the time study. However, three of the classifications that 

participated in the time study were not applicable during the audit period: 

Animal Health Technician, Office Assistant, and Shelter Specialist. The 

Animal Services Technician classification was called Animal Control 

Technician during the audit period; these two positions are considered the 

same classification. 

 

FINDING 5— 

Allowable 

Maintaining Non-

Medical Records costs 
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Taking into consideration the classifications that actually existed during 

the audit period, we applied the following classifications to the audit 

period: 

 Animal Services Technician (equivalent to Animal Control/ Customer 

Service Technician) 

 Animal Control Officer 

 Animal Shelter Supervisor 

 

The time study determined that it takes an average of 3.51 minutes to 

process incoming animal records and an average of 4.55 minutes to 

process records for the final disposition of animals. However, three of the 

employee classifications that participated in the time study did not exist 

during the audit period, as previously noted. Regardless, we determined 

that the total amounts of time required to process animal records were 

adequately established by the town’s time study and should not be revised. 

Therefore, we allocated the number of minutes spent by these three 

classifications in the town’s time study to the three classifications that 

existed during the audit period. 

 

Number of Animal Records Processed  

 

During the course of the audit, we obtained the town’s raw animal data for 

FY 2007-08 and FY 2008-09 from its animal tracking software system 

database. We applied the time study results to the number of animal 

records processed based on this data. For purposes of the Maintaining 

Non-Medical Records cost component, the allowable number of animal 

records is the total number processed by the facility during the fiscal year, 

with no exclusions.   

 

The following table summarizes the number of non-medical records 

processed for the audit period by fiscal year: 

 

2007-08 2008-09 Totals

Intake 5,961     5,480     11,441  

Final Disposition 5,961     5,480     11,441  

Fiscal Year
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The following table identifies the involvement level of employee 

classifications that processed non-medical records during the audit period, 

based on the time study that the town conducted: 

 
Percentage 

Employee Classification Involvement

Incoming  Animal Records:

Animal Control Technician 60%

Animal Control Officer 36%

Animal Shelter Supervisor 4%

100%

Final Disposition Animal Records:

Animal Control Technician 56%

Animal Control Officer 20%

Animal Shelter Supervisor 24%

100%  
 

To determine allowable salaries and benefits, we applied the results of the 

town’s time study to the employee classifications that performed the 

activities. We determined that costs totaling $60,242 were allowable for 

salaries and benefits. 

 

Contract Services  
 

The town did not claim costs under the Maintaining Non-Medical Records 

cost component. However, we found that the town incurred $2,735 in 

contract services costs for the purchase of animal data software in 

FY 2008-09.   

 

During the course of the audit, the town submitted invoices for various 

expenditures. Using these invoices, we found that the town incurred costs 

for the purchase of Multiple Options animal data software in FY 2008-09.  

The invoice details the various services and options provided with the 

software, along with the associated costs. Under the Shelter Management 

System Software portion of the invoice, the base cost for the SQL version 

of the software package was $10,500. In addition, the total of the various 

options added together was $21,695, for a subtotal of $32,195. The town 

was then given a 10% discount, making the final total $28,975.50. We 

found that the option titled “kennel management” was applicable to this 

component. The other options listed, such as “point of sales,” “accounts 

receivable,” and “dispatching system,” among others, do not pertain to this 

component. The cost for the “kennel management” portion was $2,000; 

we found the entire amount to be allowable, as the kennel management 

activites complied with the mandated activity of processing records for 

incoming animals and the final disposition of animals. We then calculated 

the pro-rata percent that the kennel management option represented out of 

all the options listed. We applied the resulting 7% to the base cost of the 

software package ($10,500) in order to determine the proportionate share 

of that cost that was related to this component, totaling $735. Allowable 

contract services consisted of $2,000 for the kennel management portion 

of the software and $735 for the proportionate share of the base software 

package cost, for a total of $2,735. 
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Indirect Costs 
 

The indirect costs applicable for this cost component, totaling $4,244 for 

the audit period, were calculated separately. See Finding 7, Allowable 

Indirect Costs, for the calculations. 
 

The parameters and guidelines (section IV.B.8–Maintaining Non-Medical 

Records) identify the following reimbursable activities:  
 

Beginning January 1, 1999 – Maintaining non-medical records on 

animals that are either taken up, euthanized after the holding period, or 

impounded. Such records shall include the following:  

 The date the animal was taken up, euthanized, or impounded;  

 The circumstances under which the animal is taken up, euthanized, 

or impounded;  

 The names of the personnel who took up, euthanized, or impounded 

the animal; and  

 The final disposition of the animal, including the name of the person 

who euthanized the animal or the name and address of the adopting 

party.  

 

The parameters and guidelines (section IV.B.8–Maintaining Non-Medical 

Records) identify the following reimbursable activity:  
 

The cost of Software license renewal contracts, to the extent these costs 

are not claimed as an indirect cost under these parameters and guidelines, 

is eligible for reimbursement under Section V (A) (2) of the parameters 

and guidelines. If the computer software is utilized in some way that is 

not directly related to the maintenance of records specified in this 

section, only the pro rata portion of the software license renewal contract 

that is used for compliance with this section is reimbursable.  
 

Recommendation 
 

The Animal Adoption Program was suspended in the FY 2010-11 through 

FY 2015-16 Budget Acts.  If the program becomes active, we recommend 

that the town ensure that claimed costs include only eligible costs, are 

based on actual costs, and are properly supported. 

 

Town’s Response 

 
Issue 1: It appears the SCO made a clerical error In FY 2008-09. 

 

One table shows allowable costs of $31,912 and another of $29,177. 

 

Issue 2: Overhead costs were understated. 

 

We have attached overhead calculations (ICRP rates for the SHELTER 

department for FY 2007-08 and FY 2008-09 which indicate the actual 

overhead rates are much higher than the default 10% rate allowed). 

 

We request that these actual rates be used. (See attached calculations) 
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SCO’s Comment 

 

The finding and recommendation remain unchanged. 

 

The town states that “It appears the SCO made a clerical error in FY 2008-

09. One table shows allowable costs of $31,912 and another of $29,177.” 

The reference to $29,177 in FY 2008-09 is for salaries and benefits. The 

town also incurred allowable contract services costs totaling $2,735 in FY 

2008-09.  The allowable salary and benefit costs combined with the 

allowable contract services costs total $31,912 in allowable direct costs 

for FY 2008-09 and is correctly presented. 

 

The town also states that overhead costs allowed by the SCO for this 

component were understated.  This issue is addressed separately under 

Finding 7- Allowable Indirect Costs. 

 

 

The town did not claim any costs under the Procuring Equipment cost 

component during the audit period. However, we identified costs in the 

Capital Equipment and Communications Equipment expense accounts for 

the animal shelter, and in the Capital Outlay expense account for animal 

control. The town provided support for these costs and we classified them 

under both materials and supplies and fixed assets. We found that $13,365 

is allowable under this cost component. 

 

The following table summarizes the claimed, allowable, and audit 

adjustment amounts for total direct costs for the audit period by fiscal year: 

 
Amount Amount Audit 

Fiscal Year Claimed Allowable Adjustment

Direct costs:

2007-08 -              6,630           6,630        

2008-09 -              6,735           6,735        

Total -$            13,365$        13,365$    

 
 

Materials and Supplies 

 

The town did not include any materials and supplies costs under this cost 

component in its claims for the audit period. However, the town provided 

support for materials and supplies costs not claimed that are eligible for 

reimbursement under the mandated program.  We found that $5,252 in 

materials and supplies costs is allowable for this component.   

 

  

FINDING 6— 

Allowable Procuring 

Equipment costs 
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The following table summarizes the costs claimed, the supported costs, the 

allowable pro-rata percentage, and the allowable costs for materials and 

supplies by fiscal year: 
 

Pro-Rata 

Amount Supported Percentage Amount Audit

Fiscal Year Claimed Costs Allowable Allowable Adjustment

Materials and supplies:

2007-08 -               4,170$      100% 4,170$      4,170$        

2008-09 -               1,082        100% 1,082        1,082         

Subtotal, materials and supplies -$             5,252$      5,252$      5,252$        

 
 

For FY 2007-08, the town incurred costs totaling $4,170.  The following 

costs came from animal shelter (Department 2130) expense accounts:  

 A cat resting shelf for the cat area ($953);  

 Shelving/storage to keep animal food off of the floor and reduce 

rodent activity ($446 and $738);  

 Benches/tools to keep food off of the floor ($438); and  

 Radios for shelter attendants to communicate with one another 

($287).   

 

The following costs came from animal control (Department 2120) expense 

accounts:  

 Feral cat dens for the feral cat area of the shelter ($941); and  

 A hutch to house rabbits ($317).   

  

For FY 2008-09, the town incurred costs totaling $1,082.  These costs 

came from animal shelter (Department 2130) expense accounts, and 

consisted of the following:  

 Four compact refrigerators to store drugs and medications for the 

animals ($916); and  

 Radios for shelter attendants to communicate with one another 

($166).  

 

We interviewed shelter management and staff, who provided a reasonable 

explanation of how this equipment was necessary to comply with the 

reimbursable activities of the mandated program.  In addition, shelter 

management stated, and we accepted, that each piece of equipment was 

used solely for mandated activities. 

 

Fixed Assets 

 

The town did not include any fixed asset costs under this cost component 

in its claims for the audit period. However, the town provided support for 

fixed asset costs not claimed that are eligible for reimbursement under the 

mandated program.  We found that $8,113 is allowable in fixed asset costs 

for this component.   
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The following table summarizes the costs claimed, the supported costs, the 

allowable pro-rata percentage, and the allowable costs for fixed assets by 

fiscal year: 

 
Amount Supported Percentage Amount Audit

Fiscal Year Claimed Costs Allowable Allowable Adjustment

Fixed assets:

2007-08 -$                2,460$      100% 2,460$      2,460$   

2008-09 -                  5,653        100% 5,653        5,653     

Subtotal, fixed assets -$                8,113$      8,113$      8,113$   

For FY 2007-08, the town incurred costs totaling $2,460. The costs came 

from animal shelter (Department 2130) expense accounts and were for the 

purchase of a sloped dog, kennel hard roof. The town identified additional 

costs in the amount of $5,980 for FY 2007-08 for purchase of of a nine-

unit bank of stainless steel cages to house the animals.  However, the town 

did not provide an invoice for this expense; therefore, the cost is 

unallowable because it is unsupported. For FY 2008-09, the town 

identified costs totaling $5,653. This cost also came from the Department 

2130 expense accounts and was for the purchase of stainless steel cages to 

house small dogs and puppies.   

 

We interviewed shelter management and staff, who provided a reasonable 

explanation of how this equipment was necessary to comply with the 

reimbursable activities of the mandated program. In addition, shelter 

management stated, and we accepted, that each piece of equipment was 

used solely for mandated activities. 

 

The parameters and guidelines (section IV.B.10) identify the following 

reimbursable activity:  

 
Beginning January 1, 1999 for procuring medical, kennel, and computer 

equipment necessary to comply with the reimbursable activities listed in 

Section IV (B) for the parameters and guidelines, to the extent these costs 

are not claimed as an indirect cost under Section V (B) of the parameters 

and guidelines. If the medical, kennel, and computer equipment is 

utilized in some way not directly related to the mandated program or the 

population of animals listed in Section IV (B), only the pro rata portion 

of the activity that is used for the purposes of the mandated program is 

reimbursable.  

 

The parameters and guidelines (section IV – Reimbursable Activities) 

state that: 

 
To be eligible for mandated cost reimbursement for any fiscal year, only 

actual costs may be claimed.  Actual costs are those costs actually 

incurred to implement the mandated activities.  Actual costs must be 

traceable and supported by source documentation to show the validity of 

such costs, when they were incurred, and their relationship to the 

reimbursable activities. 
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Recommendation 

 

The Animal Adoption Program was suspended in the FY 2010-11 through 

FY 2015-16 Budget Acts. If the program becomes active, we recommend 

that the town ensure that claimed costs include only eligible costs, are 

based on actual costs, and are properly supported. 

 

Town’s Response 

 

The town replied “no comment” to the audit finding. 

 

SCO’s Comment 

 

The finding and recommendation remain unchanged.  

 

 

The town did not claim reimbursement for indirect costs for the audit 

period. However, the town incorporated overhead costs into the Care and 

Maintenance (Finding 2) cost component. We found that $12,708 in 

indirect costs is allowable.   

 
Claimed Allowable 

Fiscal Indirect Indirect Audit

Year Costs Costs Adjustment

2007-08 -$              6,627$        6,627$        

2008-09 -                6,081          6,081          

Total -$              12,708$      12,708$      

 
 

Overhead costs 

 

As stated, the town did not claim indirect costs for the audit period. The 

town did, however, incorporate overhead costs into the Care and 

Maintenance cost component by adding in a 40% overhead factor for the 

Municipal Services Director when computing total annual shelter 

costs. Including a calculated overhead cost into the care and maintenance 

formula is incorrect. The parameters and guidelines state that claimants 

either have the option of using 10% of direct labor, excluding fringe 

benefits, or preparing an ICRP if the indirect cost rate claimed exceeds 

10%.   

 

Indirect cost rate 

 

During the course of the audit, the town elected to use the option of using 

10% of direct labor, excluding fringe benefits, to claim indirect costs for 

the audit period. The Assistant Director of Finance decided this was the 

best option because the town’s record-retention period had expired and 

because the town switched software during the audit period, making many 

records unavailable.    

 

  

FINDING 7— 

Allowable indirect 

costs 



Town of Apple Valley Animal Adoption Program 

-41- 

Allowable Salaries 

 

As a result of our audit, we determined allowable salaries and benefits for 

the audit period. As noted above, the town elected to use the 10% of direct 

labor option to claim indirect costs. Accordingly, allowable indirect costs 

for the audit period are based solely on allowable salaries.  

 

The following table summarizes the claimed, allowable, and audit 

adjustment amounts to salaries by fiscal year: 

 

Fiscal Claimed Allowable Audit

Year Salaries Salaries Adjustment

2007-08 -$              66,277$      66,277$      

2008-09 -                60,809        60,809        

Total -$              127,086$    127,086$    

 
 

Allowable indirect costs for the audit period were computed by applying 

the 10% indirect cost rate to total allowable salaries shown in the table 

above. 

 

The parameters and guidelines (section V.B. – Indirect Costs) state that:  

 
Indirect costs are those that have been incurred for common or joint 

purposes. These costs benefit more than one cost objective and cannot 

be readily identified with a particular final cost objective without effort 

disproportionate to the results achieved. After direct costs have been 

determined and assigned to other activities, as appropriate, indirect costs 

are those remaining to be allocated to benefited cost objectives. A cost 

may not be allocated as an indirect cost if any other cost incurred for the 

same purpose, in like circumstances, has been claimed as a direct cost.  

 

Claimants have the option of using 10% of direct labor, excluding fringe 

benefits, or preparing an Indirect Cost Rate Proposal (ICRP) pursuant to 

the Office of Management and Budget (OMB) Circular A-87.  

 

Recommendation  

 

The Animal Adoption Program was suspended in the FY 2010-11 through 

FY 2015-16 Budget Acts. If the program becomes active, we recommend 

that the town ensure that its indirect cost rates are properly calculated and 

are applied to the same direct cost base that was used to calculate the rate.  

 

Town’s Response 

 
Costs calculated by consultant in a different, more aggregate manner 

than the SCO auditor is proposing. We do not believe this to be incorrect 

and believe that once the costs listed above and correct ICRP rate are 

applied, the two methods will yield similar eligible costs. 
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ANIMAL SHELTER & ANIMAL CONTROL SUPERVISORS 

SHOULD BE CLASSIFIED AS 70% INDIRECT. 50% of time is 

spent assisting management, meeting vendors, conducting facility 

inspections, creating reports, training and motivating personnel + 20% 

monitoring controlled substances in the Shelter. 

 

ANIMAL CONTROL TECHNICIANS SHOULD BE CLASSIFIED 

AS 25% INDIRECT. A portion of the AC Technicians job duties 

include answering agency phones and answering general questions.  This 

is a general, shared, indirect activity and cost. 

 

SCO DID NOT INCLUDE ANY ADMIN AND CLERICAL 

SUPPORT PROVIDED BY THE MUNICIPAL SERVICES 

DEPARTMENT. The Town budgeted for these activities in the 

Municipal Services Department, therefore an allocation of their 

time/costs providing administrative and clerical support to the Shelter 

should be allowed. We have provided a reasonable approach to 

distributing these costs based on agency budget history. 

 

Because the SCO calculate the costs in a different manner than originally 

submitted and calculated by the Town (which was based on aggregate 

costs which did not require preparation of an ICRP, the State must give 

us the opportunity to respond and support our costs with actual overhead 

(ICRP) rates. 

 

Informal conversations with staff are not binding. This is our Town's first 

State Mandate audit and we are not familiar with the State Mandate 

procedures. Upon conversation with our consultant, accepting the 10% 

default rate is not in our best interest and State Mandate guidelines 

require that you use actual ICRP calculations. Those actual calculations 

are attached. 

 

We believe the rates attached are accurate, reasonable, and should be 

applied to the direct salary costs allowed in the SCO audit. 

 

SCO’s Comment 

 

The finding and recommendation remain unchanged. 

 

In its response, the town states the following: 

 
Because the SCO calculated the costs in a different manner than 

originally submitted and calculated by the town (which was based on 

aggregate costs which did not require preparation of an ICRP), the State 

must give us the opportunity to respond and support our costs with actual 

overhead (ICRP) rates. 

 

The town did not claim reimbursement for indirect costs for the audit 

period, nor did it submit an ICRP.  As stated above, the town incorporated 

overhead costs into the Care and Maintenance cost component by adding 

a 40% overhead factor for the Municipal Services Director when 

computing total annual shelter costs.  Including a calculated overhead cost 

into the care and maintenance formula is an incorrect method for 

calculating and claiming indirect costs.  The town’s statement that it 

claimed costs based on “aggregate costs which do not require the 

preparation of an ICRP” is also incorrect.  The parameters and guidelines 

state that claimants have two options for calculating indirect costs: using 
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10% of direct labor, excluding fringe benefits, or preparing an ICRP.  The 

town did neither.   

 

The town also states that “accepting the 10% default rate is not in our best 

interest and State Mandate guidelines require [emphasis added] that you 

use actual ICRP calculations.” As stated above, using actual ICRP 

calculations is one of two acceptable methods for claiming indirect costs 

per the parameters and guidelines.  The town did not use either method, as 

it did not claim reimbursement for indirect costs.  We held discussions 

with the town’s Assistant Director of Finance during the audit and he 

elected to use the option of 10% of direct labor, excluding fringe benefits, 

to determine allowable indirect costs for the audit period.  The town’s 

Assistant Director of Finance explained that this was the best option, due 

to the unavailability of many records for the audit period.  With many of 

the components of this audit, supporting documentation was not available 

because the town’s record-retention period had expired and the town 

switched software during the audit period.  Therefore, the town’s Assistant 

Director of Finance concluded that all of the necessary data to compile an 

accurate and complete ICRP for the audit period would likely be 

unavailable.   

 

With its response to the draft audit report, the town submitted calculations 

for an ICRP for both fiscal years of the audit period.  Submitting an ICRP 

at this time would require us to re-open the audit and conduct further 

fieldwork to analyze and verify the indirect cost rates that the town is now 

proposing.  However, the indirect costs that are allowable for the audit 

period were calculated using an acceptable methodology as prescribed in 

the parameters and guidelines.  Further, the town agreed with this method 

as being the best option, in discussions that took place on April 12, 2016.  

Therefore, we are not considering the additional information provided for 

indirect cost rate calculations.  

 

 

For both fiscal years of the audit period, the town did not claim salaries or 

benefits. Instead, it claimed all costs under services and supplies. 

Therefore, we calculated allowable productive hourly rates for the audit 

period. 

 

Allowable Productive Hourly Rates 

 

During the course of the audit, the town did not provide payroll reports for 

either of the two fiscal years of the audit period. Town management 

explained that the town record retention policy is seven years.  The start 

of our audit was right at the seven-year mark. Additionally, the town 

switched software sometime during the audit period, so many records 

could not be retrieved.  However, the town was able to provide a report 

titled “Earnings History by GL#” for FY 2007-08, which was found in 

town files and had previously been generated from the town’s payroll 

system. The report provided town employee names, employee ID 

numbers, and total salaries paid for the fiscal year.  Management 

confirmed that the totals do not include any kind of benefits.  Along with 

this report, the town submitted a table that was not generated from the 

town’s system, but rather compiled by the mandated cost consultant, 

listing employee names and their hourly productive rate. We explained to 

FINDING 8— 

Allowable productive 

hourly rates and 

benefit rates 
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town management that the hourly rates listed in this table could not be 

used to calculate allowable costs, as the table was created outside of the 

district’s system and was not accompanied by supporting documentation 

showing how the rates were calculated.  

 

FY 2007-08 

 

For FY 2007-08, we performed our own calculations of productive hourly 

rates using the information that was available in the town’s FY 2007-08 

Earnings History report. Because this report was not as comprehensive as 

a typical payroll report, we had to obtain certain information from other 

sources. We matched employee names shown on the report to the 

productive hourly rate table mentioned above in order to identify 

employee classifications/titles. In the absence of actual annual productive 

hours for each employee, we defaulted to the SCO’s claiming instructions 

and used 1,800 productive hours in our calculations. We divided each 

employee’s total salary amount by 1,800 hours to arrive at a productive 

hourly rate. We then grouped employees of the same classification 

together to arrive at an average productive hourly rate for each 

classification for the fiscal year. However, in three instances we did not 

use 1,800 hours, as it was evident from the employees’ yearly salary 

amounts that they were not full-time. We asked the town’s Assistant 

Director of Finance to clarify these items. He was able to work with the 

town’s personnel department to identify the approximate hours worked by 

each of these three employees based on information from their personnel 

files.    

 

FY 2008-09 

 

Because the town was able to provide salary information only for 

FY 2007-08, we devised an alternative methodology to determine 

allowable productive hourly rates for FY 2008-09. We used the calculated 

average productive hourly rates per classification from FY 2007-08 as a 

base, and multiplied these figures by the FY 2008-09 CPI Index (1.01%). 

The resulting figures were the allowable average productive hourly rates 

per classification for FY 2008-09. We obtained the CPI Index from the 

California Department of Finance’s website under Financial and 

Economic Data, CPI and Deflators. We discussed this methodology with 

the town’s Assistant Director of Finance, and he agreed that in the absence 

of supporting documentation, this was the best approach.  

 

We applied the calculated average productive hourly rates per 

classification to the various cost components to determine allowable salary 

and benefit costs. 

 

Benefit Rates 

 

As mentioned previously, for both fiscal years of the audit period, the town 

did not claim salaries or benefits. Instead, it claimed all costs under 

services and supplies. Therefore, we calculated allowable benefit rates for 

the audit period.  
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Allowable Benefit Rates 

 

We calculated the allowable benefit rate for both fiscal years of the audit 

period by obtaining the year-to-date expenditure reports for both the 

Animal Control Department (2120) and the Animal Shelter Department 

(2130).  For both fiscal years, we calculated total salaries and total benefits 

separately. To determine each fiscal year’s applicable employee benefit 

rate, we used data from the year-to-date expenditure reports and divided 

total benefits by total salaries to arrive at a benefit rate.  We performed this 

calculation for both departments.  Due to record-retention issues and 

changes in software during the audit period, the town was able to provide 

payroll information only for FY 2007-08.  In the payroll information 

provided, employees of the same classification appeared under both the 

2120 account and the 2130 account, making it difficult to apply the 

applicable benefit rate to each classification when calculating allowable 

salary and benefit amounts.  Therefore, for both fiscal years, we calculated 

the average benefit rate of the two departments as follows: 
  

FY 2007-08 
 

Animal Control Department calculated benefit rate: 39.64% 

Animal Shelter Department calculated benefit rate: 42.6% 

Average benefit rate for fiscal year: 41.12% 
   

FY 2008-09 
 

Animal Control Department calculated benefit rate: 42.76% 

Animal Shelter Department calculated benefit rate: 42.92% 

Average benefit rate for fiscal year: 42.82% 
 

We applied the average benefit rates to the allowable productive hourly 

rates to arrive at salary and benefit costs for the audit period.  The 

exception is the Care and Maintenance cost component, wherein the 

average benefit rates were applied to actual salaries. 
 

The parameters and guidelines (section V–Claim Preparation and 

Submission–Direct Cost Reporting–Salaries and Benefits) state that, for 

salaries and benefits, claimants are required to:  
 

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 reimbursable 

activities performed and the hours devoted to each reimbursable activity 

performed.  
 

The SCO’s claiming instructions state that one of three options may be 

used to compute productive hourly rates:  

 Actual annual productive hours for each employee; 

 The weighted-average annual productive hours for each job title; or 

 1,800 annual productive hours for all employees. (The 1,800 annual 

productive hours excludes time for paid holidays, vacation earned, 

sick leave taken, informal time off, jury duty, and military leave 

taken.)  
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Recommendation  
 

The Animal Adoption Program was suspended in the FY 2010-11 through 

2015-16 Budget Acts.  If the program becomes active, we recommend that 

the town ensure that productive hourly rates and benefit rates are 

calculated in accordance with the guidance provided in the SCO’s 

claiming instructions. 

 

Town’s Response 

 

The town did not respond to the audit finding. 

 

SCO’s Comment 

 

The finding and recommendation remain unchanged.  
 

 

Though there was no finding relating to the Necessary and Prompt 

Veterinary Care component, in its response, the town questioned why “the 

SCO did not allow any reimbursement for the Necessary and Prompt 

Veterinary Care component as these costs are eligible for reimbursement.” 

 

Town’s Response 

 
The Town reviewed the proposed Findings and question why the SCO 

did not allow any reimbursement for the Prompt and Necessary 

Veterinary Care Component as these costs are eligible for 

reimbursement. 

 

The Town request the following amounts be added to our allowable 

reimbursement: 

 

FOR FY 2007-08 =$10,608 (includes vaccine costs and employee 

salary) 

FOR FY 2008-09 =$10,298 (includes vaccine costs and employee 

salary) 

 

These costs were derived as follows: 

 

In FY 2007-08, the Town expended $13,280.13 for purchasing wellness 

vaccines. 

 

The SCO audit determined that 5,961 animals were taken in during that 

fiscal year, therefore: Wellness Vaccine Costs: $13,280.13/ 5,961 = 

$2.23 per animal for wellness vaccine $2.23 x 1,622 eligible animals 

allowed for FY 2007-08 = $3,614 

 

In FY 2008-09, the Town expended $16,160 for purchasing wellness 

vaccines. 

 

The SCO audit determined that 5,480 animals were taken in during that 

fiscal year, therefore: Wellness Vaccine Costs: $ 16,160/ 5,480 = $2.95 

per animal for wellness vaccine $2.95 x 1,366 eligible animals allowed 

for FY 2008-09 = $4,030 

 

  

OTHER ISSUE— 

Necessary and 

Prompt Veterinary 

Care 
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Personnel costs to conduct the animal check up to determine if it is 

treatable and to administer the wellness vaccine was calculated based on 

time study staff conducted after receiving the SCO preliminary draft 

audit response. {See the following pages.) 

 

It was determined that an average of 86 seconds (or 1.43 minutes) was 

spent by the Registered Veterinary Technician per animal to conduct an 

initial exam upon intake and to determine whether the animal is treatable 

and then to give a wellness vaccine to the treatable animals. 

 

We submit that this is a reasonable and fair approach to capturing some 

of these eligible costs denied us in the audit. We request that these costs 

be restored to our claims. 

 

SCO’s Comment 

 

The town is requesting reimbursement for vaccine costs, as well as salary 

and benefit costs, for conducting an initial physical exam to determine an 

animal’s baseline health and to administer a wellness vaccine for both 

fiscal years of the audit period.  The salary and benefit costs that the town 

is requesting reimbursement for are based on a two-day time study that the 

town conducted from May 18, 2016, to May 20, 2016.   

 

The town did not claim any costs for this component for the audit period.  

We informed the town on numerous occasions (via email on July 13, 2015, 

October 14, 2015, February 29, 2016, and March 15, 2016, and by 

telephone on October 26, 2015, and October 29, 2015) that in order to 

determine allowable salary and benefit costs for the audit period, it would 

need to conduct a time study for this cost component.  The span of this 

audit has been nearly a year, which is reasonable time for the town to plan 

and initiate a time study for this cost component.  In addition, the results 

of a two-day time study that the town conducted post-exit conference do 

not appear adequate to determine allowable costs for the audit period. 

Similar to our comments above for the indirect cost rate information 

provided, examining the town’s time study at this time would require us 

to re-open the audit and conduct additional fieldwork to analyze and verify 

the accuracy of the information provided.  

 

Lastly, during fieldwork, we informed the town that in order to determine 

allowable materials and supplies costs for the purchase of wellness 

vaccines, the town would need to provide supporting documentation in the 

form of invoices in order to determine a unit cost per vaccine. Such 

information was not provided during the course of the audit or in the 

response to the draft audit report.  
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Town’s Response to Draft Audit Report 
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COMMISSION ON STATE MANDATES

Mailing List
Last Updated: 8/7/17

Claim Number: 17-9811-I-04

Matter: Animal Adoption

Claimant: Town of Apple Valley

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

Socorro Aquino, State Controller's Office
Division of Audits, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 322-7522
SAquino@sco.ca.gov
Lacey Baysinger, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 324-0254
lbaysinger@sco.ca.gov
Allan Burdick, 
7525 Myrtle Vista Avenue, Sacramento, CA 95831
Phone: (916) 203-3608
allanburdick@gmail.com
Gwendolyn Carlos, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 323-0706
gcarlos@sco.ca.gov
Annette Chinn, Cost Recovery Systems,Inc.
Claimant Representative
705-2 East Bidwell Street, #294, Folsom, CA 95630
Phone: (916) 939-7901
achinncrs@aol.com
Anita Dagan, Manager, Local Reimbursement Section, State Controller's Office
Local Government Programs and Services Division, Bureau of Payments, 3301 C Street, Suite 740,
Sacramento, CA 95816
Phone: (916) 324-4112
Adagan@sco.ca.gov
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Marieta Delfin, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 322-4320
mdelfin@sco.ca.gov
Donna Ferebee, Department of Finance
915 L Street, Suite 1280, Sacramento, CA 95814
Phone: (916) 445-3274
donna.ferebee@dof.ca.gov
Susan Geanacou, Department of Finance 
915 L Street, Suite 1280, Sacramento, CA 95814
Phone: (916) 445-3274
susan.geanacou@dof.ca.gov
Dillon Gibbons, Legislative Representative, California Special Districts Association
1112 I Street Bridge, Suite 200, Sacramento, CA 95814
Phone: (916) 442-7887
dillong@csda.net
Heather Halsey, Executive Director, Commission on State Mandates
980 9th Street, Suite 300, Sacramento, CA 95814
Phone: (916) 323-3562
heather.halsey@csm.ca.gov
Chris Hill, Principal Program Budget Analyst, Department of Finance
Local Government Unit, 915 L Street, Sacramento, CA 95814
Phone: (916) 445-3274
Chris.Hill@dof.ca.gov
Justyn Howard, Program Budget Manager, Department of Finance
915 L Street, Sacramento, CA 95814
Phone: (916) 445-1546
justyn.howard@dof.ca.gov
Edward Jewik, County of Los Angeles 
Auditor-Controller's Office, 500 W. Temple Street, Room 603, Los Angeles, CA 90012
Phone: (213) 974-8564
ejewik@auditor.lacounty.gov
Jill Kanemasu, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 322-9891
jkanemasu@sco.ca.gov
Anne Kato, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 324-5919
akato@sco.ca.gov
Andy Nichols, Nichols Consulting
1857 44th Street, Sacramento, CA 95819
Phone: (916) 455-3939
andy@nichols-consulting.com
Christian Osmena, Department of Finance
915 L Street, Sacramento, CA 95814
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Phone: (916) 445-0328
christian.osmena@dof.ca.gov
Arthur Palkowitz, Artiano Shinoff
2488 Historic Decatur Road, Suite 200, San Diego, CA 92106
Phone: (619) 232-3122
apalkowitz@as7law.com
Steven Pavlov, Budget Analyst, Department of Finance
Local Government Unit, 915 L Street, Sacramento, CA 95814
Phone: (916) 445-3274
Steven.Pavlov@dof.ca.gov
Keith Petersen, SixTen & Associates
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