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TITLE 2.  ADMINISTRATION 
DIVISION 2.  FINANCIAL OPERATIONS 

CHAPTER 2.5.  COMMISSION ON STATE MANDATES 
 

NOTICE OF PROPOSED RULEMAKING 
The Commission on State Mandates (Commission) proposes to adopt the regulations described 
below after considering all comments, objections, and recommendations regarding the proposed 
action. 

PUBLIC HEARING 
The Commission has not scheduled a public hearing for this proposed action.  However, if it 
receives a written request for a public hearing from any interested person or his or her authorized 
representative no later than 15 days before the close of the written comment period, the 
Commission will conduct a public hearing on this proposed action on June 24, 2016, and will 
notify all persons of the date, time, and location of the hearing pursuant to Government Code 
section 11346.8(a). 

WRITTEN COMMENT PERIOD 
Any interested person, or his or her authorized representative, may submit written comments 
relevant to the proposed regulatory action to the Commission.  The written comment period 
closes at 5:00 p.m. on May 23, 2016.  The Commission will consider only comments received at 
the Commission offices by that time.  Submit comments to: 

Jill Magee, Program Analyst 
Commission on State Mandates 

980 Ninth Street, Suite 300 
Sacramento, CA  95814 

Written comments may be submitted electronically via the Commission website "Drop Box" at 
http://www.csm.ca.gov/dropbox_procedures.php 

AUTHORITY AND REFERENCE 
Government Code section 17527 (g), authorizes the Commission to adopt the proposed 
regulations.  The purpose of this rulemaking is to:  (1) clarify and streamline Commission 
regulations; (2) update language for consistency; (3) clarify the period of limitation for filing an 
incorrect reduction claim consistent with the statutory scheme; (4) clarify the review of 
consolidated incorrect reduction claims; (5) clarify the procedure when a claimant changes 
authorized representatives for a matter (6) update authority and reference citations; and (7) 
update punctuation for consistency throughout the regulations.  Reference citations:  Government 
Code sections 11123, 11346.4, 11347, 11347.1, and 17500 et seq. 

INFORMATIVE DIGEST/POLICY STATEMENT OVERVIEW 
The Commission is a seven-member quasi-judicial body authorized to resolve disputes regarding 
the existence of state-mandated local programs (Gov. Code, § 17500 et seq.) and to hear matters 
involving applications for a finding of significant financial distress (Welf. & Inst. Code,  
§ 17000.6).  The purpose of this rulemaking is to:  (1) clarify and streamline Commission 
regulations; (2) update language for consistency; (3) clarify the period of limitation for filing an 
incorrect reduction claim consistent with the statutory scheme; (4) clarify the review of 
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consolidated incorrect reduction claims; (5) clarify the procedure when a claimant changes 
authorized representatives for a matter (6) update authority and reference citations; and (7) 
update punctuation for consistency throughout the regulations.  

Therefore, the Commission proposes revised language and citations in Articles 1, 2, 3, 4, 5, 6, 7, 
8, and 10 of the California Code of Regulations, Division 2, Title 2, Chapter 2.5 with a proposed 
effective date of October 1, 2016. 

Anticipated Benefits of the Proposed Regulation 

The specific benefits anticipated from the regulation are increased clarity for local governments, 
school districts, state agencies and other interested parties/persons participating in the 
Commission's processes and to increase the speed of completing specific processes required by 
statute. 

Consistency and Compatibility with Existing State Regulations 

The Commission has conducted an evaluation for any other regulations on this area and has 
concluded that these are the only regulations concerning the Commission's process.       
Therefore, the proposed regulations are neither inconsistent nor incompatible with any other 
existing state regulations. 

DESCRIPTION OF PROPOSED REGULATIONS 

I. Service of Claimant’s Rebuttal to Comments on a Test Claim 
Section 1183.3. Claimant’s Rebuttal to Comments on a Test Claim 

The proposed amendment adds the words “shall be” before the words “served in accordance with 
section 1181.3 of these regulations within 30 days of service of the written comments,” to clarify 
that rebuttal comments, if filed, are required to be served in accordance with section 1181.3 of 
the regulations.   

II. Comment Period on Draft Expedited Parameters and Guidelines 
Section 1183.9. Expedited Process for Proposed Parameters and Guidelines 

The proposed amendment increases the comment period in which parties, interested parties, and 
interested persons may file comments on draft expedited parameters and guidelines from 20 days 
to 21 days after the service of the Commission draft proposed decision. 

III. Comment Period on Proposed Amendment to Parameters and Guidelines 
Section 1183.17. Amendment to Parameters and Guidelines 

The proposed amendment decreases the comment and rebuttal periods for proposed amendments 
to parameters and guidelines from 30 days to 21 days after the service of the Commission’s 
proposed amendment of the parameters and guidelines. 

IV. Timeline for Test Claim Filings 
Section 1183.18. Timelines 

The proposed amendment incorporates the proposed changes to the comment periods for 
expedited parameters and guidelines and requests to amend parameters and guidelines as 
described above.  In addition, the days on the timeline are corrected to incorporate the 30-day 
deadline for the Commission to provide notification to the Legislature of its decisions on test 
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claims pursuant to Government Code section 17555 [i.e., decision adopted on day 190, with 
notification to the Legislature on day 210, instead of on day 220].  The days on the timeline are 
also corrected to incorporate the 30-day deadline after the adoption of a decision approving a test 
claim for the claimant and the Department of Finance to notify the Commission in writing of 
their intent to develop a joint reasonable reimbursement methodology (RRM) pursuant to 
Government Code section 17557.1 [i.e. test claim decision adopted on day 190, with notification 
of a joint RRM on day 210, rather than day 220]. Other non-substantive, clarifying changes are 
also made to the language.  

V. Incorrect Reduction Claim Filings 
Section 1185.1. Period of Limitation for Filing an Incorrect Reduction Claim 

The proposed amendment clarifies that the three-year limitation period begins to accrue when the 
claimant first receives written notice from the State Controller, which complies with Government 
Code section 17558.5(c) by specifying the claim components adjusted, the amounts adjusted, 
interest charges on claims adjusted to reduce the overall reimbursement to the claimant, and the 
reason for the adjustment.  In addition, the proposed amendment removes “remittance advice” 
from the list of written notices of adjustment in accordance with Government Code section 
17558.5(c), which states that “[r]emittance advices and other notices of payment action shall not 
constitute notice of adjustment from an audit or review.”  The proposed amendment also clarifies 
that filings made beyond the statute of limitation, will be returned to the claimant for lack of 
jurisdiction. 

Section 1185.2. Review of Incorrect Reduction Claims 

The proposed amendment clarifies that an incorrect reduction claim filing is considered 
incomplete if any of the elements are illegible, not included or if the requirements of the 
subdivisions this section are not met.  In addition, the proposed amendment specifies that any 
incorrect reduction claim or portion of an incorrect reduction claim, that the Commission lacks 
jurisdiction to hear for any reason, including that the incorrect reduction claim was not filed 
within the period of limitation required by section 1185.1(c) of these regulations, may be 
dismissed by the executive director with a written notice stating the reason for dismissal. 

Section 1185.3. Consolidation of Claims Initiated by an Individual Claimant 

The proposed amendment clarifies that a consolidated incorrect reduction claim shall comply 
with the filing requirements outlined in section 1185.1 for any incorrect reduction claim, 
including the three-year period of limitation for filing such claims.  In addition, the proposed 
language clarifies that a consolidated incorrect reduction claim shall be deemed complete if it 
contains a narrative that describes all the elements required for a consolidation and satisfies the 
requirements in section 1185.1.  The proposed language further clarifies that Commission staff 
shall review a consolidated incorrect reduction claim for completeness and jurisdiction consistent 
with the other regulations in this article, that incomplete consolidated incorrect reduction claims 
shall be returned to the claimant and if a complete consolidated incorrect reduction claim is not 
received by the Commission within 30 days from the date the incomplete claim was returned to 
the claimant, the executive director shall deem the filing to be withdrawn, and that any 
consolidated incorrect reduction claim or portion of a consolidated incorrect reduction claim that 
the Commission lacks jurisdiction to hear for any reason may be dismissed by the executive 
director with a written notice stating the reason for dismissal.   
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Section 1185.4. Joining Consolidated Incorrect Reduction Claim 

The proposed amendments clarify that the notice of intent to join a consolidated incorrect 
reduction claim is required to include the Controller’s notice of adjustment provided in 
accordance with Government Code section 17558.5(c), and that the notice of intent to join will 
be reviewed by Commission staff for completeness and jurisdiction, consistent with the other 
regulations addressing incorrect reduction claims.  In addition, the proposed amendment 
specifies that any notice of intent to join the consolidated incorrect reduction claim, or portion 
thereof, that the Commission lacks jurisdiction to hear for any reason, including that the notice 
was not filed within the period of limitation required by section 1185.1(c) of these regulations, 
may be dismissed by the executive director with a written notice stating the reason for dismissal. 

Section 1185.5. Opting Out of a Consolidated Incorrect Reduction Claim. 

The proposed language clarifies that a claimant that opts out of a consolidated claim shall file an 
individual incorrect reduction claim in accordance with section 1185.1 of these regulations.   

VI. Designation in Writing of Authorized Representative at Hearing 
Section 1187.8. Representation at Hearing 

The proposed amendment requires the party to designate in writing the authorized representative 
to act as its sole representative and to file and serve written notice of representation in 
accordance with section 1181.3 of these regulations.  The proposed changes also specify that all 
correspondence and communications shall be forwarded to this representative.  In addition, any 
change in representation must be authorized by the party in writing, and notice of the change 
shall be filed and served in accordance with section 1181.3 of the regulations. 

VII. Technical and Non-Substantive Proposed Changes 
In an effort to “clean-up” the Commission’s regulations, the proposed rulemaking makes 
terminology consistent, corrects punctuation and spacing, updates authority and reference 
citations, and fixes clerical or internal reference errors from prior rulemakings. 

A. Eliminate Duplicative Language and Increase Clarity 
Language in the section listed below is proposed for elimination because it is duplicative of 
language elsewhere in the governing regulations. 

Section 1183.1. Test Claim Filing 

The proposed amendment deletes subsection (i), which states that any party may appeal to the 
Commission regarding the actions and decisions of the executive director pursuant to this 
section, because it is duplicative.  Section 1181.1 already provides that any action and decision 
of the executive director may be appealed to the Commission for review. 

B. Use Consistent Terminology 
Language has been changed for consistent use of terminology throughout the regulations.  For 
example, replacing instances of "statement of decision" and “adopted decision” with “decision” 
to eliminate any ambiguity in the Commission’s terminology and processes. 
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C. Make Clerical Changes of Internal References, Punctuation and Style 
Minor and non-substantive changes in internal references, punctuation and style are proposed to 
improve the readability and clarity of the regulations. 

D. Update Authority and Reference Citations 
Citations have been updated to maintain consistency in punctuation throughout the regulations. 

DISCLOSURES REGARDING THE PROPOSED ACTION 
The Commission has made the following initial determinations: 

Mandate on local agencies and school district: None 

Cost or savings to any state agency:      None 

Cost to any local agency or school district which must be reimbursed  
in accordance with Government Code sections 17500 through 17630: None 

Other non-discretionary cost or savings imposed on local agencies: None 

Cost or savings in federal funding to the state: None 

Significant, statewide adverse economic impact directly affecting  
business, including the ability of California businesses to compete with  
businesses in other states: None 

Significant effect on housing costs: None 

Cost impacts on a representative private person or business:  The Commission is not aware 
of any cost impacts that a representative private person or business would necessarily incur 
in reasonable compliance with the proposed action. 

Results of the Economic Impact Analysis/Assessment 

The Commission concludes that the proposal will:  (1) not create or eliminate jobs within 
California; (2) not create new businesses or eliminate existing businesses within California; and 
(3) not affect the expansion of businesses currently doing business within California.  The 
proposed regulations may indirectly benefit the health and welfare of California residents by 
clarifying participation in the Commission's processes and by preventing the inclusion of 
personal identifying information in written material filed with the Commission.  

Small Business Determination 

Because the Commission has no jurisdiction over small businesses and small businesses are not 
parties before the Commission, the proposed regulatory action will have no impact on small 
businesses. 

CONSIDERATION OF ALTERNATIVES 
In accordance with Government Code section 11346.5 (a)(13), the Commission must determine 
that no reasonable alternative it considered or that has otherwise been identified and brought to 
the attention of the Commission would be more effective in carrying out the purpose for which 
the action is proposed or would be as effective and less burdensome to affected private persons 
than the proposed action, or would be more cost-effective to affected private persons and equally 
effective in implementing the statutory policy or other provision of law. 
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The Commission invites interested persons to present statements or arguments with respect to 
alternatives to the proposed regulations during the written comment period. 

CONTACT PERSONS 
Inquiries concerning the proposed administrative action may be directed to: 

Jill Magee, Program Analyst 
Commission on State Mandates 
980 Ninth Street, Suite 300 
Sacramento, CA  95814 
Telephone: (916) 323-3562 
(jill.magee@csm.ca.gov) 

The backup contact person for these inquiries is: 

Heidi Palchik, Assistant Executive Director 
Commission on State Mandates 
980 Ninth Street, Suite 300 
Sacramento, CA  95814 
Telephone: (916) 323-3562 
(heidi.palchik@csm.ca.gov) 

Please direct requests for copies of the proposed text (the “express terms”) of the regulations, the 
initial statement of reasons, the modified text of the regulations, if any, or other information upon 
which the rulemaking is based to Ms. Jill Magee at the above address or download it from the 
Commission's website at http://www.csm.ca.gov/rulemaking.php. 

AVAILABILITY OF STATEMENT OF REASONS  
AND TEXT OF PROPOSED REGULATIONS 

The Commission will have the entire rulemaking file available for inspection and copying 
throughout the rulemaking process at its office at the above address.  As of the date this notice is 
published in the Notice Register, the rulemaking file consists of this notice, the proposed text of 
the regulations, the initial statement of reasons, and the Commission order to initiate rulemaking 
proceedings.   

Copies may be obtained on the Commission's website (see below) or by contacting Ms. Jill 
Magee at the address or phone number listed above.  All persons on the Commission’s interested 
persons mailing list will be provided a copy of the rulemaking file by making it available on the 
Commission’s website and providing notice of how to locate it. 

AVAILABILITY OF CHANGED OR MODIFIED TEXT 
After considering all timely and relevant comments received, and holding a public hearing, if 
necessary, the Commission may adopt the proposed regulations substantially as described in this 
notice.  If the Commission makes modifications which are sufficiently related to the originally 
proposed text, it will make the modified text (with the changes clearly indicated) available to the 
public for at least 15 days before the Commission adopts the regulations as revised.  Please send 
requests for copies of any modified regulations to the attention of Ms. Jill Magee at the address 
indicated above.  The Commission will accept written comments on the modified regulations for 
15 days after the date on which they are made available. 

http://www.csm.ca.gov/rulemaking.php
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AVAILABILITY OF THE FINAL STATEMENT OF REASONS 
Upon its completion, copies of the Final Statement of Reasons may be obtained by contacting 
Ms. Jill Magee at the above address. 

AVAILABILITY OF DOCUMENTS ON THE INTERNET 
Copies of the Notice of Proposed Action, the Initial Statement of Reasons, and the text of the 
regulations in underline and strikeout can be accessed through the Commission's website at 
http://www.csm.ca.gov/rulemaking.php. 
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