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The Office of the Inspector General (OIG) engaged BCA Watson Rice LLP to conduct an audit of 

(LASD), Los Angeles Police Department (LAPD), and Long Beach Police Department (LBPD) for 
Fiscal Year 2024 (July 1, 2023 June 30, 2024). Our original report, issued June 3, 2025, reviewed
billings for FY23.  Our supplemental report includes a review of billings for FY24.

The purpose of the audit was to evaluate contract compliance, billing accuracy, and the use of 
budgeted funds. Our review identified 13 findings and 10 recommendations. Our testing of 
invoices from each agency identified several areas of non-compliance with contract requirements 
and billing errors

Details of these findings and recommendations, including responses from Metro and the three 
Law Enforcement Agencies, are presented in the detailed audit results section and as an appendix 
at the end of this report.

We appreciate the cooperation and assistance provided by Metro staff throughout this 
engagement.  If you have any questions, please contact Karen Gorman, Inspector General, at 
GormanK@metro.net or me at ZhengY@metro.net. Thank you!

Enclosure: Supplemental Report FY2024 Law Enforcement Contract Billings
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Chief of Staff Nicole Englund Captain Brian Jones
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A. Executive Summary 

Introduction and Objectives 

principal agency for multi-modal transit operations. In 2017, Metro awarded three 

Los An
-

to-
contract performance and compliance for transit security function services for all three 
law enforcement agencies during FY 2024 (July 1, 2023, to June 30, 2024). The specific 
review areas covered by this audit include Billing, Payments, and Use of Budgeted Funds 
for each Law Enforcement Contract. 

Agreements to review compliance with the terms of the contract and to ensure adequate 
oversight of the Agreements by 
Department.  While there have been improvements in compliance and oversight over 
time, this report notes several continuing issues of concern relating to Contractor billings.  

Below is a summary of the more significant audit issues and recommendations for each 
law enforcement agency. A more detailed discussion is included in the body of this report 
beginning on page 6. Additionally, law enforcement agency responses to the findings and 
recommendations are included in the body of this report. SSLE management responses 
to the findings and recommendations are included as an attachment to this report. 

Based on our testing of 3 monthly invoices each for LASD, LAPD, and LBPD, we 
found instances of billings non-compliance with the respective law enforcement 
contract agreements, resulting in a credit due to Metro of $1,897,301.28 from LASD, 
$1,606,730.22 from LAPD, and $230,273 from LBPD. 

LASD Contract Budget and Billings Compliance 

On June 23, 2023, Metro approved the Service Level Authorization SH-AD 575 for FY 
2024 for an estimated total annual cost of $78,975,282. For FY 2024, the total amount 
billed and paid to LASD was $78,867,939. Thus, the total amount billed and paid for FY 
2024 did not exceed the contract authorization amount. 

Based on our sample testing of three-monthly invoices for FY 2024, we found that the 
daily target minutes that LASD used in the calculation of the credit amount due to Metro 
were erroneous, resulting in an understatement of the credit amount due to Metro totaling 
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$1,887,430.62 for the three invoices tested. In addition, we found a mathematical error of 
$9,870.66 on the February 2024 invoice. A reconciliation of amounts billed and paid for 
the other nine (9) months for FY2024 may result in other amounts due to Metro. 

Recommendation: Metro should apply a credit amount of $1,897,301.28 for the 
January 2024, February 2024, and March 2024 invoice tested. Metro should review 
the remaining FY 2024 invoices not tested and calculate the additional credit 
amount owed by LASD to Metro. 

LAPD Contract Budget and Billings Compliance 

For FY 2024, the contract amount approved under Modification No. 8 was $104,919,116. 
The total amount billed and paid to LAPD was $98,002,288. Thus, the total amount billed 
and paid for FY 2024 did not exceed the contract authorization amount. 

Based on our sample testing of three-monthly invoices for FY 2024, we found LAPD was 
not in compliance with the contract requirement regarding the calculations of amounts 
owed using the current CAP rates. CAP 41 indirect cost rates used by LAPD to bill Metro 

 
approved List of Maximum Fully Burdened Hourly Rates.   

Recommendation: LAPD depends on the Los Angeles City Finance Office to supply 
them with the correct CAP rates. If that Finance Office has not provided LAPD with 
current rates, then it should do so. Notwithstanding that, Metro should apply a 
credit for the overbilling amounts detailed above for $1,606,730.22. Metro should 
review the remaining FY 2024 invoices not tested and calculate the additional 
amount owed by LAPD to Metro.  

LBPD Contract Budget and Billings Compliance 

For FY 2024, the contract amount approved under Modification No. 9 was $10,157,293. 
The total amount billed and paid to LBPD was $8,423,222. Thus, the total amount billed 
and paid for FY 2024 did not exceed the contract authorization amount. 

Based on our sample testing of three-monthly invoices for FY 2024, we found LBPD Paid 
Time Off (PTO) accrual hours billed to Metro totaling $186,899 was unallowable under 
Contract Modification No. 2. Also, PTO accrual hours were found to be billed twice. 
Additionally, we found mathematical errors of $8,051.13 on the adjustments made by 
Metro for the three sample invoices. Lastly, some Other Direct Costs (ODC) totaling 
$35,322.69 billed were not adequately supported nor allowed by the contract. 

Recommendation: Metro should apply a credit of $230,272.82 for the overbilling 
amounts detailed above. Metro should review the remaining FY 2024 invoices not 
tested and calculate the additional amount owed by LBPD to Metro. 
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B.  Background 
 principal agency for multi-modal transit operations.  Metro operates 

transit service from eleven (11) geographically distinct bus divisions, four light rail lines, 
and two subway lines.  In addition, critical rail infrastructure includes Union Station, 7th 
Street/Metro Center, and Willowbrook/Rosa Parks Station. Critical bus infrastructure 
includes the Harbor/Gateway Station and El Monte Transit Center.  

In 2017, Metro awarded three separate 5-year firm fixed unit rate contracts to the LAPD, 

day-to-  

employs Contract Security, Metro Transit Security Officers (MTS), Metro Ambassadors, 
and Homeless Outreach staff who all assist in providing safety and security for the Metro 
system. 

C. Objectives, Scope and Methodology 
The overall objective of this audit is to evaluate transit security billings for the period of 
FY 2024 for three months of services performance provided by each of the three law 

Law Enforcement (SSLE) Department. The specific review areas covered by this audit 
include Billings, Payments, and Use of Budgeted Funds for each Law Enforcement 
Contract. Other aspects of services provided by the law enforcement agencies in FY 2024 
were included in the primary report issued on June 3, 2025, 25-AUD-06, Board Report 
number 2025-0421.  We reviewed the budget and billings for each of the law enforcement 
agencies to identify the nature and scope of budget variances. To accomplish this 
objective, we completed the following procedures:  

 Obtained, reviewed, and evaluated the Fiscal Year 2024 (FY 2024) budgets, 
billings, and payments for each law enforcement agency, including (1) summarized 
budget-to-actuals for each agency and (2) identified any budget variances. 

 Verified by sample testing of monthly invoices that each of the three law 
enforcement agency billings complied with their respective contract sections 
regarding billings for services. 
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D. Detailed Review Results 
The following sections provide information on the detailed results of the performance 

 concerning billings in FY 2024. 

 

On September 1, 2017, Metro entered a five-year contract with LASD for a not-to-exceed 
amount of $246,270,631 with a start date of September 1, 2017, and end date of June 
30, 2022. This contract was subsequently modified by eight (8) modifications amending 
the Statement of Work, Contract Price, and Period of Performance. For FY 2024, 
Modification No. 8 was executed, extending the performance period to June 30, 2024, 
and increasing the not-to-exceed total contract price to $439,413,869. The table below 
summarizes the amount approved up to June 30, 2024. 

 

estimated annual cost of $78,975,282 approved on Form SH-AD 575. 

According to Article IV.A of the contract agreement, Metro will pay LASD up to but not 
greater than the monthly pro-rata amounts of the annual Firm Fixed Unit Rate based on 
agreed-  SH-
AD 575 Deployment of Personnel Form for each fiscal year. On June 23, 2023, Metro 
approved the Service Level Authorization SH-AD 575 for FY 2024 for an estimated total 
annual cost of $78,975,282. For FY 2024, the total amount billed and paid to LASD was 
$78,867,939. Thus, the total amount billed and paid for FY 2024 did not exceed the 
estimated cost of $78,975,282 as detailed in the schedule below.   
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Finding 2: The daily target minutes that LASD used in the calculation of the credit 
amount do not meet the service levels promised on Form SH-AD 575.  

According to the contract, if the daily patrol service target minutes fall below ninety-eight 
percent (98%) of the service level minutes promised on Form SH-AD 575, then Metro or 

s that fell 
short compared to the promised daily service level minutes for that month. 

February 2024, and March 2024).  For each invoice, we compared the annual and 
monthly rates billed to the annual firm fixed rate specified on Form SH-AD 575. We found 
that the annual rate and monthly rate for each level of service were computed in 
accordance with the contract requirement. However, we found the daily target minutes 
that LASD used in the calculation of the credit amount do not meet the service levels 
promised on Form SH-AD 575. 

For the days that LASD did not meet the required 98% daily patrol service minutes, LASD 
calculated and included a credit amount in the invoice to refund Metro. The credit amount 
was calculated using the daily target minutes less than the provided minutes, multiplied 
by the rate per minute. The daily target minutes that LASD used to calculate the credit 
amount ranged from 33,120 minutes to 60,000 minutes, depending on the day of the 
week. The minutes provided were based on the Service Minutes Detailed Report (RAPS 
500E rollcall sheets). For the three sample invoices tested, credit amounts of $15,967.18 
were included in the January 2024 invoice, $10,123.76 in the February 2024 invoice, and 
$34,436.96 in the March 2024 invoice.  

LASD provided two letters to Metro dated January 19, 2022, and January 31, 2022, with 
an explanation on the change to the deployment models. According to LASD, the target 
minutes used to calculate the credit amount were based on a Metro-approved 
modification to the deployment model, which allowed for the redistribution of target 
minutes based on ridership demand, rather than adhering to a fixed, seven-day-a-week 
structure. This operational adjustment was authorized through written correspondence 
between Transit Services Bureau Captain Shawn Kehoe and Metro Deputy Chief Judy 
Gerhardt. In that correspondence, Metro approved a change in the redeployment of target 
minutes to align law enforcement resources more effectively with ridership patterns. While 
this change altered the distribution of target minutes throughout the week, the total 

confirmed the revised deployment model would be effective from April 3, 2022, through 
June 30, 2022, the end of the existing contract term. However, Metro continued to reflect 
its acceptance of this restructured approach through its approval of subsequent Service 
Level Authorization forms (SH-AD 575). After June 23, 2023, SH-AD 575 requirements 
should have been used for FY 2024.  
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Based on our review of the two letters dated January 19, 2022, and January 31, 2022, 
and Form SH-AD 575, we found the target minutes that LASD used in the calculation of 
the credit amount were less than the purchased minutes approved on form SH-AD 575. 
The table below summarizes the results of our review of the patrol service minutes. 

 

According to Form SH-AD 575 for Fiscal Year 2024, the annual minutes purchased for 
patrol services are 20,148,000 minutes. Since LASD is required to provide a minimum of 
98% daily compliance in purchased patrol service minutes, 98% of 20,148,000 minutes 
would equal to 19,745,040 minutes. However, the target minutes that LASD used to 
calculate the credit amount were 358,560 minutes per week or 18,761,280 minutes for 
the period from July 1, 2023, to June 30, 2024, a difference of 983,760 minutes. 

Since the target minutes that LASD used in the calculation of the credit amount do not 
meet the service levels promised on Form SH-AD 575, we used the annual minutes of 
20,148,000 to calculate the credit amount due to Metro. Given that LASD bills Metro the 
monthly pro-rata amounts of the annual firm fixed unit rate, the daily target minutes should 
be 20,148,000 annual minutes divided by 366 days, which equates to 55,049 daily 
minutes times 98%, resulting in 53,948 target minutes per day. For the days that LASD 
did not meet the 53,948 required daily target minutes, we calculated an additional credit 
amount due to Metro totaling $1,887,430.62 for the three sample invoices.   

Recommendation 1: We recommend that Metro collaborate with LASD to review 
Fiscal Year 2024 invoices to ensure that all calculations align with the authorized 
service framework, particularly the variance between the target minutes used in the 
calculation of the credit amount and the purchased minutes approved on Form SH-

of the revised deployment model for the period from April 3, 2022, through June 
tment should obtain an updated Deployment Plan 

annually from LASD that reflects the same number of purchased patrol service 
minutes approved on Form SH-AD 575. 
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LASD Management Response 

We concur that the daily target minutes used in the calculation of the credit amount do 
not meet the service levels promised on Form SH-AD 575.  Our Contract Law 
Enforcement Bureau (CLEB) will conduct an analysis of the 98% daily tracker to reflect 
the corrected daily target minutes associated with the addition of three 2-deputy, 56-hour 
units, which became effective July 1, 2023. The analysis will cover FY 2023 24, FY 2024
25, and the first four months of FY 2025 26.   

While we value the analysis conducted by your auditors from BCA Watson Rice LLP, we 
believe there may have been a misinterpretation of how the daily target minutes were 
structured and redistributed each day of the week, based on ridership demand.  Looking 
at the second paragraph on page 8, auditors divided the total annual minutes purchased 
(20,148,000) by 366 calendar days, which provided an equal distribution of minutes 
across all seven days of the week and did not account for the daily variation in staffing 
levels based on ridership. The purported credit amount due to Metro ($1,887,430.62) for 

 

Remedy: CLEB has already begun an analysis of FY 2023 24, FY 2024 25, and the first 
four months of FY 2025 26.  CLEB will work with LASD leadership to seek a remedy.  I 

the same number of purchased patrol service minutes.  Additionally, the 98% daily tracker 
will be updated to reflect the corrected daily target minutes by each day of the week, 
accounting for variations in staffing based on ridership.   

Finding 3: A mathematical error of $9,870.66 was found on invoice no. 242243MC 
for February 2024. 

For the February 2024 invoice (invoice no. 242243MC), LASD was below 98% 
compliance on two occasions: February 28 and February 29. LASD issued a credit of 

credit amount shown on the Patrol Compliance Schedule and noted that the credit amount 
of $9,677.12 for February 28 was not properly included in the total credit column. Thus, 
the credit amount of $9,677.12 plus 2% liability insurance of $193.54 for a total of 
$9,870.66 was erroneously excluded from the February 2024 invoice. The table below 

for February 2024. 
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Recommendation 2: We recommend that Metro obtain a refund of $9,870.66 from 
LASD for the mathematical error found in the February 2024 invoice. We also 
recommend Metro review the remaining FY 2024 invoices not tested to ensure the 
credit amounts due to Metro were accurately calculated.   

LASD Management Response 

After a closer review of this finding, we concur with the recommendation pertaining to the 
error of $9,870.66 in favor of Metro. 

Los Angeles Police Department (LAPD) 

On March 1, 2017, Metro entered a five-year contract with LAPD for a not-to-exceed 
amount of $369,330,499 with a start date of March 1, 2017, and end date of June 30, 
2022. This contract was subsequently modified by eight (8) modifications amending the 
Statement of Work, Contract Price, and Period of Performance. For FY 2024, Modification 
No. 8 was executed, extending the period of performance to June 30, 2024, and 
increasing the not-to-exceed total contract price to $616,910,858. The table below 
summarizes the amount approved up to June 30, 2024. 

 

Finding 4: Total amount billed and paid to LAPD for FY 2024 did not exceed the 
contract amount of $104,919,116 approved under Modification No. 8. 

For FY 2024, the contract amount approved under Modification No. 8 was $104,919,116. 
The total amount billed and paid to LAPD was $98,002,288. Thus, the total amount billed 
and paid for FY 2024 did not exceed the contract amount of $104,919,116 as detailed in 
the table below.  
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Finding 5: The CAP 41 indirect cost rates used by LAPD to bill Metro were not 
current, resulting in an overbilling of  

LAPD continued to use CAP 41 indirect cost rates to bill Metro for FY 2024. We searched 
the City of Los Angeles website and found an Intradepartmental Correspondence to the 
Honorable Board of Police Commissioners for each fiscal year. This report was submitted 

-3, which directs all 
Departments to submit annually to the City Administrative Officer a report setting forth the 
costs for each special service they provide. 

Based on our review of the Intradepartmental Correspondence to the Honorable Board 
of Police Commissioners, we found that the CAP rates decreased significantly since FY 
2021. See the schedule below for CAP 41 to CAP 45 rates applicable for each fiscal year. 
These City-Wide rates established in the Cost Allocation Plan were prepared by the 

 

 

LAPD should have used CAP 42, CAP 43, and CAP 45 for FY 2022, FY 2023, and FY 
2024, respectively, for invoicing its indirect costs to Metro. 
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For CAP 45, we used the City-Wide rates of 68.90% for Civilian and 111.53% for Sworn 
with Field Support. These rates were applicable to full time (straight time) positions not 
working at a Metro Office. According to the instructions for CAP 41, if the entity provides 
office space, telephone service, computers, vehicles, or any other items listed in the CAP 

provides office space (telephones, water, electricity, all cleaning supplies, and custodial 
services), discounted monthly parking, cell phones, copy machines, and ink cartridges to 
the regular full-time staff working at Metro Office (Division 305), the Central Services rates 
were adjusted downward by 7.57% for Civilian and 10.43% for Sworn. The table below 
summarizes the CAP 41 charges to Metro and CAP 45 rates that should have been used 
in the calculation of the questioned cost of above.  

 

Recommendation 3: Metro should enforce the contract requiring LAPD to submit 
annually the List of Maximum Fully Burdened Hourly Rates and all the required 
supporting documentation ninety (90) days prior to the start of each fiscal year and 
any changes to the CAP rates during the fiscal year. Metro should also review the 
billing rates for all invoices not reviewed by BCA for FY2024 to determine the extent 
of overbillings for FY 2024. 
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LAPD Management Response 

The LAPD agrees with the process for notifications on changes to the Maximum Fully 
Burden Rates and supporting documentation. The LAPD disagrees that there was 
overbilling based on the federally approved CAP rate 41. 

The Law Enforcement Services Contract's EXHIBIT B - MEMORANDUM OF 
COSTS states: 

"The overhead rate for civilian and/or sworn personnel shall be based on the CAP 
overhead rate approved by the Federal Government (currently CAP37 - Attachment 
3) in effect at the time the work was performed. This rate may change during the 
fiscal year based on approval by the Federal Government and shall be applied 
prospectively. The CAP rate changes shall be effective on the deployment period 
immediately succeeding each CAP change notification  

In accordance with the above, the (CAP) rates used in the calculation of the indirect 
cost for the contract were updated upon federal approval of such rates. The federal 
approval of CAP rate 41 was communicated to City Departments via the City 
Controller memo/notification dated January 6, 2021. The federal approval of CAP 
42 were communicated to City Departments via the City Controller 
memo/notification dated October 17, 2024, and the CAP 42 rates were applied to 
contract invoices effective on the Deployment Period (DP) (DP 11: October 20, 
2024, through November 16, 2024) following such notice. 

Based on the latest communication from the City Controller dated March 12, 2025, 
"the CAP 43 to CAP 46 rates are pending approval by our Federal cognizant agency". 
The CAP rates being referred to " rates and not yet federally approved rates. 

Based on the signed contract that specifically states the federally approved CAP rates 
are to be utilized for billing and invoicing and not the published CAP rates. The LAPD 
disagrees that the CAP rate 41 indirect cost rates used by the LAPD to bill Metro 
were not current, resulting in an overbilling of $1,601,995.78. 

The LAPD's recommendation is to negotiate a change of language and utilize the 
published CAP rates for future billing and invoicing. 

OIG Response to LAPD Management Response 

The OIG agrees that more clear language can be negotiated, however we believe that 
the intention of the current language is clear enough, such that LAPD owes LA Metro a 
credit for the period of FY 2023 through 2024.  Note that the amount set forth above 
encompasses only the audited quarter of FY24 not the entire years of credits for FY23-
24.  The OIG will perform a reconciliation for the exact amount for those years shortly 
hereafter. 
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Hourly Rates.   

LAPD is required to submit annually a List of Maximum Fully Burdened Hourly Rates 
listing all the labor classifications and applicable rates. The contract further states that in 
no case shall the billing rate for personnel exceed the maximum fully burdened rate set 

 

approved List of Maximum Fully Burdened Hourly Rates for full time (straight time) 
personnel and overtime personnel that LAPD submitted to Metro for FY 2024.  Based on 
our review, we found one labor classification no. 2214C (Police Officer in Training or 
Police Officer II) that appears on invoice no. 24MTADP01 and 24MTADP03 but is not 

amount billed for this labor classification was $4,734.44, see table below. 

  

Recommendation 4: For any additional labor classifications not identified in the 
Lists of Maximum Fully Burdened Hourly Rates for full time (straight time) 
personnel and overtime personnel, LAPD should submit the revised lists to Metro 
for approval prior to incurring and billing the cost.  Metro should continue to 

billed.  Metro should also review the billing classifications for all invoices to 
determine the extent of overbillings for unapproved labor classifications. 

LAPD Management Response 

The LAPD agrees the labor classifications for full time and overtime list requires 
consistent updating. The LAPD disagrees that there is an overbilling for an 
unapproved classification. 

Classification No. 2214C (Police Officer in Training/ Police Officer II) represents 
personnel who have completed the Metro Federal Safety Training but have not yet 
been authorized to perform line duties or billable overtime assignments under the 
current Metro contract. These officers are in a transitional training phase and are not 
deployed on the system. 

As part of LAPD's internal controls, each officer who completes the Metro Federal 
Safety Training receives written notification outlining their probationary status and 
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specifying the date when they may begin working Metro overtime assignments. 

Accordingly, no overbilling occurred, as the time associated with classification 
2214C pertains strictly to completion of required Metro Federal Safety Training, 
rather than to field deployment or overtime assignment. 

The next submission of the list of Maximum Fully Burdened Hourly Rates to Metro 
will include classification 2214C to ensure that all training-related classifications are 
fully documented and properly reflected. 

Therefore, LAPD disagrees with an overbilling of $4,734.44 identified in the finding, 
as these charges represent training-related activities rather than unapproved or 
billable field assignments. Any law enforcement personnel who work the COAST 
overtime assignments have successfully completed their probationary period and 
possess a minimum of eighteen (18) months of law enforcement experience, 
ensuring full compliance with contractual staffing and experience requirements. 

The LAPD's recommendation is to designate the difference between required 
federally approved training and patrol officers working operations. This can be 
articulated on the Overtime Slips and the E214s by the training instructors at time of 
the federally approved training. 

Finding 7: Union benefits may have been billed twice to Metro, once using the 
fringe benefits rates and again as direct costs. 

For the three sample invoices, a total of $512,006.95 was directly billed to the Metro 
contract for union benefits. These costs were billed using various timekeeping codes 
(VAR Codes). According to LAPD, these timekeeping codes (VAR Codes) were added 
due t
table below summarizes the union benefits billed to Metro by VAR Codes. 
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Concurrently, LAPD may have also billed Metro union benefits as part of their fringe 
benefits costs of $1,779,352.97 using the CAP 41 fringe benefits rates of 49.28% for 
Civilian and 75.81% for Sworn positions (see table below). According to the instructions 
for CAP 41, LAPD should contact the CAP Office for adjusted rates to determine if any 
costs listed in fringe benefits were directly billed to the contract to avoid double billing. 
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Recommendation 5: LAPD should contact the CAP office to obtain clarification and 
any supporting documentation regarding whether the additional union benefits 
billed directly to the Metro contract were included in the calculation of the fringe 
benefits rates, and whether the fringe benefits rates should be adjusted if 
additional union benefits were directly billed to Metro. Metro should also review the 
explanation and any supporting documents from the CAP office to ensure that the 
union benefits were not billed twice. Metro should provide written notice on this 
clarification and any recalculation within 45 days. 

LAPD Management Response 

The LAPD disagrees with the assertion that there was double billing caused by the 
inclusion of union-sponsored benefits as part of Fringe Benefits. 

The "union-sponsored benefits" line-item encompasses union-sponsored optical, 
dental, and life insurance. These special City-subsidized benefits were extended to 
several employee bargaining units because of salary negotiations, in lieu of a partial 
general salary increase, and constitute a separate cost pool. 

 

The inclusion of these costs under Fringe benefits is entirely separate from billing 
reimbursable bonuses, supplemental pay, and other CTO elements specifically 
allowed in the contract. 

NOTE: The subsidy payments for these union-sponsored benefits are reported as a 
line-item expenditure by the Personnel Department from the Human Resource 
Benefits Account (Dept 61, Account #9330, net of additional Life insurance per 
ordinance for upper management) in the Controller's RECAP OF EXPENDITURE 
REPORT. The Personnel Department's Employee Benefits Office provides a report 
detailing the City subsidy amount paid towards these Union-sponsored benefit plans 
during the fiscal year. 

Finding 8: The overhead rates billed for overtime were not adequately supported. 

For overtime personnel working at Metro Office (Division 305), LAPD billed Metro using 
the overhead rates of 5.02% for Civilian and 10.59% for Sworn. For personnel not working 
at Metro Office (Division 305), LAPD billed Metro using the rates of 6.27% for Civilian and 
11.44% for Sworn. A copy of Memorandum No. 21-001 dated January 6, 2021, was 
provided to support the Cost Allocation Plan (CAP) 41 indirect cost rates for regular full-
time staff. According to the instructions for CAP 41, these rates are to be applied only to 
straight time for full time gross salaries. For rates applicable to part time or overtime 
salaries, LAPD needs to contact the CAP office. No documentation was provided to 
support the overhead rates for overtime. Thus, we are unable to verify the validity of these 
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overhead rates billed to Metro. For the three sample invoices, LAPD billed a total of 
$1,467,793.35 in overhead costs for overtime. 

Recommendation 6: LAPD should contact the CAP office to obtain the CAP rates 
for overtime and submit these documents to Metro within 45 days, together with 
the List of Maximum Fully Burdened Hourly Rates. Metro should continue to 

 ensure the overhead rates billed for overtime were 
adequately supported. Any revised billing based on that correction should be 
provided promptly following contact with the CAP office. 

LAPD Management Response 

The LAPD agrees to provide documents supporting CAP 41 Central Services and 
Fringe Benefit rates. As per the attached document (titled "City of Los Angeles, CAP 
rate 41 For Central Services and Fringe Benefits"), the CAP rate charged for 
overtime is fully documented as follows: 

 
 
 
 
 
 
 

Civilian FT 174.09% 181.66% 

Civilian OT 5 .0 2% 6 .27 % 

Sworn FT 1 60.85 % 171.28% 

Sworn OT 10.59 % 11.44% 

 

Long Beach Police Department (LBPD) 

On March 23, 2017, Metro entered a five-year contract with LBPD for a not-to-exceed 
amount of $30,074,628 with a start date of March 23, 2017, and end date of June 30, 
2022. This contract was subsequently modified by nine (9) modifications amending the 
Statement of Work, Contract Price, and Period of Performance. For FY 2024, Modification 
No. 9 was executed, extending the period of performance to June 30, 2024, and 
increasing the not-to-exceed total contract price to $54,238,916. The table below 
summarizes the amount approved up to June 30, 2024. 
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Finding 9: The total amount billed and paid to LBPD for FY 2024 did not exceed the 
contract amount of $10,157,293. 

For FY 2024, the contract amount approved under Modification No. 9 was $10,157,293. 
The total amount billed and paid to LBPD was $8,423,222. Thus, the total amount billed 
and paid for FY 2024 did not exceed the contract amount of $10,157,293 as detailed in 
the table below. 

 

Finding 10: Invoices were supported by bi-weekly Work Hour Detail Schedules, 
Daily Metro Cost, Regular Overtime Report, and Employee Time Records. However, 
payroll records were not submitted with the invoices. 

monthly invoice shall be based on actual services provided under the terms of the 
contract.  The billing must be accompanied by supporting documentation, to include but 
shall not be limited to, daily summary of assignments and hours worked, and payroll 
records.  Also, Modification No. 2, Memorandum of Costs, specified that total direct labor 
cost shall be calculated based on actual hourly direct labor rate multiplied by number of 
actual hours worked. 

2024, $1,000,387.54 for March 2024, and $654,385.20 for April 2024. For each invoice, 
LBPD submitted a Work Hour Detail schedule by pay period, Daily Metro Cost, Regular 
Overtime Report, and Employee Time Records.  However, payroll records were not 
submitted with the invoices to support the actual hourly direct labor rates billed. 

According to LBPD, the Bi-Weekly Work Hour Detail Schedules are generated directly 

compensation and associated costs. The Regular Overtime Reports and Employee Time 
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Records serve as the source data that is entered into the financial system, enabling the 
generation of the Bi-Weekly Work Hour Detail Schedules. These documents have been 

al 
payroll records in support of all invoiced amounts. 

of the Bi-Weekly Work Hour Detail Schedules as payroll data. 

Finding 11: Paid Time Off (PTO) accrual hours billed totaling $186,899 were found 
to be unallowable per Contract Modification No. 2.   

LBPD Work Hour Detail Schedules included with the invoices show that the hours billed 
included PTO accrual hours. However, according to revised Memorandum of Costs 
(Contract Modification No. 2), total direct labor cost shall be calculated based on actual 
hourly direct labor rate multiplied by number of actual hours worked. Since PTO accrual 
hours were not actual hours worked, PTO hours are not allowed according to Contract 
Modification No. 2. 

will include a PTO factor that allows for the billable hours to capture the real cost of 
employee benefits according to the labor MOUs. Full time employees were compensated 
for 2,088 annual hours, which accounts for both direct work hours, as well as the accruals 
for PTO hours, which were based on years of service under the employee labor 
agreements. The hours for which PTO was collected had been excluded from previous 
billing calculations. Without their inclusion, LBPD would be subsidizing the costs of staff 
assigned to the Metro contract instead of collecting the full costs. Metro is not billed for 
time off when employees assigned to the contract take time off.  

According to Metro SSLE, PTO accrual hours included were for transparency purposes. 
Prior to May 2021, LBPD work details reflected hours that did not align with the timecards 
reviewed by the Metro compliance group. LBPD informed the compliance group that the 
hours in the work detail reflected PTO accrual because PTO was actual costs. The 
compliance group requested that LBPD include the PTO hours in the Work Detail 
Schedules. PTO hours could therefore be provided for transparency purposes but not for 
billing to Metro.  

The Work Hour Detail Schedule only shows total hours and a lump sum amount for each 
line item without showing each employee's actual pay rate and the cost breakdown of the 
associated benefit costs. Thus, we reviewed the detailed cost breakdown shown on LBPD 
Daily Metro Cost Reports and found that a benefit rate of 64.014% was included in the 
total labor cost for Police Sergeant and Police Lieutenant. For Administrative Analyst III 
and Clerk Typist III, a benefit rate of 57.883% was included in the total labor cost. There 
was no detailed cost breakdown of the labor rates billed for a Police Officer position. 
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Based on these daily reports, the benefit rates of 64.014% and 57.883% include: (1) 
PERS Pension, (2) Health/Dental/Life Insurance, (3) Vacation/Sick Leave Overhead 
Rate, (4) Medicare, (5) Retirement Sick Leave Overhead Rate, and (6) Workers Comp. 
No documentation was provided to support the benefit rates of 64.014% and 57.883%. If 
PTO was already included in the benefit rates and reflected in the hourly rates billed, 
billing PTO hours again in addition to actual hours worked appears to be double billing. 
For the three sample invoices, the amount billed for PTO hours totaled $186,899 (see 
schedule below). 

 

Recommendation 8: LBPD should provide Metro with the Cost Allocation Plan to 
support the benefit rates of 64.014% and 57.883% included in the billing rates. If 
PTO is already included in the benefit rates, then Metro should disallow the costs 
billed for PTO hours of $186,899, since PTO costs are already recovered through 
the benefit rates and reflected in the hourly rate billed for each employee. 

 

LBPD Response 

The Bi-
system and reflect the payroll data used to determine employee compensation and 
associated costs. The Regular Overtime Reports and Employee Time Records serve as 
the source data that is entered into the financial system, enabling the generation of the 
Bi-Weekly Work Hour Detail Schedules. These documents have been submitted 

records in support of all invoiced amounts. 

Burdened Hourly Rates, resulting in an overbilling of $8,051.13. 

According to contract Modification No. 2, ninety (90) days prior to the start of each fiscal 

Hourly Rates per labor classification, together with the necessary documentation in 
support of the proposed rates, including applicable MOUs with labor union and current 

FY 2024 and found that the rates were not properly calculated. The table below 
summarizes our calculation of the math errors. 
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Contract Modification No. 2 further states that in no case shall actual fully burdened hourly 
rate billed for each personnel be greater than the maximum fully burdened hourly rate set 
per labor classification for each applicable period. For the three sample invoices, Metro 
SSLE disallowed a total of $12,595.05 for the personnel whose fully burdened rates billed 

 by Metro SSLE 
was understated. We recalculated the total overbilled amount to be $20,646.18, which is 
$8,051.13 more than the $12,595.05 disallowed by Metro SSLE (see table below for 
details). 
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Recommendation 9: We recommend that Metro obtain a refund of an additional 
$8,051.13 over the $12,595.05 disallowed from LBPD for the labor rates difference. 
Metro should also review the remaining invoices not tested to determine the extent 
of labor rates overbilling.  

Finding 13: Other Direct Costs (ODC) billed were not adequately supported. 

Under Contract Modification No. 2, LBPD was allowed to bill the actual cost of vehicles, 
equipment, supplies, including uniforms and other items needed by law enforcement 
personnel in the performance of the Statement of Work. For the sample invoices, LBPD 
billed a total of $39,364.97 for ODC, of which $2,818.35 was for inmate booking costs, 
$4,005.39 for body worn camera support and license, $4,042.28 was for supplies and 
equipment, and $28,498.95 for fleet services. Vendor invoices were provided to support 
the amount billed for supplies and equipment. For Inmate Booking Cost, LBPD billed a 
rate of $939.45 for each booking. For Body Worn Camera Support & License, LBPD billed 
a monthly rate of $1,335.13. This monthly rate and booking rate were not found in the 
contract agreement or contract modifications. Detailed cost schedules were provided to 
support the amount billed for inmate booking costs, body worn camera support and 
license, and fleet services. However, vendor invoices and/or other source documents 
were not provided to adequately support the amounts claimed on these detailed cost 
schedules. Thus, we are unable to verify the validity of these amounts. 

The table below summarizes the amount billed for ODC and the unsupported cost of 
$35,322.69. 

 

Recommendation 10: LBPD should provide Metro with adequate documentation to 
support ODC billings included above. Supporting documentation should include 
third party invoices, CPA audit reports, or the City of Long Beach Cost Allocation 

adequately supported before approving the invoices for payment. If LBPD will not 
provide the supporting documentation, then Metro should seek a refund of that 
amount.  
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LBPD respectfully submits the following clarifications and supporting context regarding 
the support for Other Direct Costs (ODC) billed under the contract. At the outset of the 
agreement, LBPD engaged directly with Metro staff to confirm expectations regarding the 
format and content of backup documentation. In September 2020, Metro staff reviewed a 

requirements. This communication is attached for reference. While minor comments were 
provided on specific costs, Metro did not indicate that the overall documentation was 
inadequate or incomplete. Since that initial confirmation, LBPD has consistently used the 
same documentation format across all billing cycles, and no concerns were brought to 
our attention regarding its sufficiency until this audit. For Body Worn Camera (BWC) 
support, licensing, archiving, and redaction costs, LBPD maintains vendor invoices on file 
that directly substantiate the amounts billed to Metro. These invoices were maintained as 
part of our standard internal documentation procedures and were available to support the 
costs submitted to Metro. Regarding Fleet Services and Technology Costs, these 
services are provided by other City of Long Beach departments through established 
interdepartmental cost recovery processes. In accordance with our internal cost recovery 
procedures, we included detailed summary tables in each billing packet to reflect these 
costs associated with these internal services. These summaries were designed to provide 
clear and transparent support for the charges billed. Given this history of documented 
acceptance, the availability of supporting records, and our consistent application of 
approved practices, LBPD respectfully request that this finding be reconsidered. 
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