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The Honorable Jim Desmond 

Mayor of City of San Marcos 

1 Civic Center Drive 

San Marcos, CA  92069 
 

Dear Mayor Desmond: 

 

The State Controller’s Office audited the costs claimed by the City of San Marcos for the 

legislatively mandated Crime Statistics Reports for the Department of Justice Program 

(Chapter 1172, Statutes 1989; Chapter 1338, Statutes 1992; Chapter 1230, Statutes 1993; 

Chapter 933, Statutes 1998; Chapter 571, Statutes 1999; Chapter 626, Statutes 2000; 

Chapter 700, Statutes 2004) for the period of July 1, 2001, through June 30, 2012. 

 

The city claimed $1,094,487 for the mandated program. Our audit found that $722,360 is 

allowable ($738,724 less allowable costs that exceed costs claimed totaling $16,364) and 

$372,127 is unallowable. The costs are unallowable because the city misstated the number of 

domestic violence-related calls for assistance incident reports, misstated the average time 

increments per activity, misstated the contract productive hourly rates, and misstated the contract 

indirect cost rates. The State made no payments to the city. The State will pay allowable costs 

claimed totaling $722,360, contingent upon available appropriations. 

 

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

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

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regardless of whether this report is subsequently supplemented, superseded, or otherwise 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

 
 



 

The Honorable Jim Desmond -2- June 30, 2017 

 

 

 

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/ls 

 

cc: Laura Rocha, Finance Director 

  City of San Marcos 

 Stacey Tang, Accounting Manager 

  City of San Marcos 

 Chris Hill, Principal Program Budget Analyst 

  Local Government Unit, California Department of Finance 

 Steven Pavlov, Finance Budget Analyst 

  Local Government Unit, California Department of Finance 

 Anita Dagan, Manager 
  Local Government Programs and Services Division 

  State Controller’s Office 
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Audit Report 
 

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

of San Marcos for the legislatively mandated Crime Statistics Reports for 

the Department of Justice Program (Chapter 1172, Statutes 1989; 

Chapter 1338, Statutes 1992; Chapter 1230, Statutes 1993; Chapter 933, 

Statutes 1998; Chapter 571, Statutes 1999; Chapter 626, Statutes 2000; 

Chapter 700, Statutes 2004) for the period of July 1, 2001, through 

June 30, 2012. 

 

The city claimed $1,094,487 for the mandated program. Our audit found 

that $722,360 is allowable ($738,724 less allowable costs that exceed costs 

claimed totaling $16,364) and $372,127 is unallowable. The costs are 

unallowable because the city misstated the number of domestic violence-

related calls for assistance incident reports, misstated the average time 

increments per activity, misstated the contract productive hourly rates, and 

misstated the contract indirect cost rates. The State made no payments to 

the city. The State will pay allowable costs claimed totaling $722,360, 

contingent upon available appropriations. 

 

 

Penal Code (PC) section 12025, subdivisions (h)(1) and (h)(3); section 

12031, subdivisions (m)(1) and (m)(3); section 13014 and 13023; and 

section 13730, subdivision (a) require local agencies to report information 

related to certain specified criminal acts to the California Department of 

Justice (DOJ). These sections were added and/or amended by Chapter 

1172, Statutes of 1989; Chapter 1338, Statutes of 1992; Chapter 1230, 

Statutes of 1993; Chapter 933, Statutes of 1998; Chapter 571, Statutes of 

1999; Chapter 626, Statutes of 2000; and Chapter 700, Statutes of 2004. 

 

On June 26, 2008, the Commission on State Mandates (Commission) 

adopted a statement of decision for the Crime Statistics Reports for the 

Department of Justice Program. The Commission found that the test claim 

legislation constitutes a new program or higher level of service and 

imposes a reimbursable state-mandated program on city and county 

claimants beginning on July 1, 2001, within the meaning of Article XII B, 

section 6 of the California Constitution and Government Code (GC) 

section 17514. 

 

On July 31, 2009, the Commission heard an amended test claim on PC 

section 13023 (added by Chapter 700, Statutes of 2004), which imposed 

additional crime reporting requirements. The Commission also found that 

this test claim legislation constitutes a new program or higher level of 

service and imposes a reimbursable state-mandated program for city and 

county claimants beginning on January 1, 2004. On April 10, 2010, the 

Commission issued a corrected statement of decision to correctly identify 

the operative and effective date of the reimbursable state-mandated 

program as January 1, 2005. 

  

Summary 

Background 
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The Commission found that the following activities are reimbursable:  

 A local government entity responsible for the investigation and 

prosecution of a homicide case to provide the California Department 

of Justice (DOJ) with demographic information about the victim and 

the person or persons charged with the crime, including the victim’s 

and person’s age, gender, race, and ethnic background (Penal Code 

section 13014).  

 Local law enforcement agencies to report, in a manner to be 

prescribed by the Attorney General, any information that may be 

required relative to any criminal acts or attempted criminal acts to 

cause physical injury, emotional suffering, or property damage 

where there is a reasonable cause to believe that the crime was 

motivated, in whole or in part, by the victim’s race, ethnicity, 

religion, sexual orientation, or physical or mental disability, or 

gender or national origin (Penal Code section 13023).  

 For district attorneys to report annually on or before June 30, to the 

Attorney General, on profiles by race, age, gender, and ethnicity any 

person charged with a felony or misdemeanor under section 12025 

(carrying a concealed firearm) or section 12031 of the Penal Code 

(carrying a loaded firearm in a public place), and any other offense 

charged in the same complaint, indictment, or information. The 

Commission found that this is a reimbursable mandate from July 1, 

2001 (the beginning of the reimbursement period for this test claim) 

until January 1, 2005. (Penal Code sections 12025, subdivisions 

(h)(1) and (h)(3), and 12031 subdivisions (m)(1) and (m)(3)).  

 For local law enforcement agencies to support all domestic-violence 

related calls for assistance with a written incident report (Penal Code 

section 13730, subdivision (a), Chapter 1230, Statutes of 1993).  

 

The Commission also found that, beginning January 1, 2005, local law 

enforcement agencies are entitled to reimbursement for reporting the 

following information in a manner to be prescribed by the Attorney 

General:  

 
 Any information that may be required relative to hate crimes, as 

defined in Penal Code section 422.55 as criminal acts committed, in 

whole or in part, because of one or more of the following perceived 

characteristics of the victim: (1) disability, (2) gender, 

(3) nationality, (4) race or ethnicity, (5) religion, (6) sexual 

orientation.  
 

 Any information that may be required relative to hate crimes, 

defined in Penal Code section 422.55 as criminal acts committed, in 

whole or in part, because of association with a person or group with 

one or more of the following actual or perceived characteristics: 

(1) disability, (2) gender, (3) nationality, (4) race or ethnicity, 

(5) religion, (6) sexual orientation.  

 

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

define reimbursement criteria. The Commission adopted the parameters 

and guidelines on September 30, 2010, and amended them on January 24, 

2014 to clarify reimbursable costs related to domestic violence related-

calls for assistance. In compliance with GC section 17558, the SCO issues 

claiming instructions to assist local agencies and school districts in 

claiming mandated program reimbursable costs.  
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We conducted this performance audit to determine whether costs claimed 

represent increased costs resulting from the Crime Statistics Reports for 

the Department of Justice Program for the period of July 1, 2001, through 

June 30, 2012. 

 

The legal authority to conduct this audit is provided by GC sections 12410, 

17558.5, and 17561. We did not audit the city’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 city’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.  

 

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 claims to identify the material cost components of each 

claim, any errors, and 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; 

 Reviewed the city’s contract provisions with the agency performing 

reimbursable activities; 

 Interviewed the contracted agency’s staff to determine the employee 

classifications involved in performing the reimbursable activities 

during the audit period; 

 Assessed whether computer-processed data provided by the 

contracted agency to support claimed information was complete and 

accurate and could be relied upon; 

 Reviewed the contracted agency’s time study documentation to assess 

whether average time increments claimed to perform the reimbursable 

activities were reasonable per the requirements of the program; 

 Reviewed and analyzed the contracted agency’s detailed listing of 

incident report counts in selected fiscal years to identify any possible 

exclusions; and ensured that the counts were sufficiently free of errors; 

 Verified incident report counts by tracing a sample of domestic 

violence calls for assistance to case files to ensure that the calls for 

assistance were supported by written incident reports;  

Objectives, Scope, 

and Methodology 
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 Traced contract productive hourly rate calculations to supporting 

information in the city’s contract provisions with the agency 

performing reimbursable activities; 

 Determined whether contract indirect costs claimed were for common 

or joint purposes and whether indirect cost rates were properly 

supported and applied; and  

 Recalculated allowable costs claimed using audited data 

 

 

Our audit found instances of noncompliance with the requirements 

outlined in the Objectives section. These instances are described in the 

accompanying Schedule (Summary of Program Costs) and in the Findings 

and Recommendations section of this report. 

 

For the audit period, the city claimed $1,094,487 for costs of the Crime 

Statistics Reports for the Department of Justice Program. Our audit found 

that $722,360 is allowable ($738,724 less allowable costs that exceed costs 

claimed totaling $16,364) and $372,127 is unallowable.  

 

The State made no payments to the city. The State will pay allowable costs 

claimed that exceed the amount paid, totaling $722,360, contingent upon 

available appropriations. 
 

 

We issued a draft audit report on May 23, 2017. Laura Rocha, Finance 

Director, responded by letter dated June 1, 2017 (Attachment), disagreeing 

with the audit results. This final audit report includes the city’s response. 

 

 

This report is solely for the information and use of the City of San Marcos, 

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 

 

June 30, 2017 

 

 

Conclusion 

Views of 

Responsible 

Officials 

Restricted Use 
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Schedule— 

Summary of Program Costs 

July 1, 2001, through June 30, 2012 
 
 

Actual Costs 

Claimed

Allowable Per 

Audit

Audit 

Adjustment Reference
1

July 1, 2001, through June 30, 2002

Direct costs - contract services:
2

Domestic violence related calls for assistance 46,375$        30,931$        (15,444)$       Finding 1

Total direct costs 46,375          30,931          (15,444)        

Indirect costs 4,638           14,754          10,116          Finding 2

Total program costs 51,013$        45,685          (5,328)$        

Less amount paid by the State -                  

Allowable costs claimed in excess of (less than) amount paid 45,685$        

July 1, 2002, through June 30, 2003

Direct costs - contract services:
2

Domestic violence related calls for assistance 85,600$        32,884$        (52,716)$       Finding 1

Total direct costs 85,600          32,884          (52,716)        

Indirect costs 8,560           15,686          7,126           Finding 2

Total program costs 94,160$        48,570          (45,590)$       

Less amount paid by the State -                  

Allowable costs claimed in excess of (less than) amount paid 48,570$        

July 1, 2003, through June 30, 2004

Direct costs - contract services:
2

Domestic violence related calls for assistance 91,184$        40,044$        (51,140)$       Finding 1

Total direct costs 91,184          40,044          (51,140)        

Indirect costs 9,118           19,101          9,983           Finding 2

Total program costs 100,302$      59,145          (41,157)$       

Less amount paid by the State -                  

Allowable costs claimed in excess of (less than) amount paid 59,145$        

July 1, 2004, through June 30, 2005

Direct costs - contract services:
2

Domestic violence related calls for assistance 108,999$      43,425$        (65,574)$       Finding 1

Total direct costs 108,999        43,425          (65,574)        

Indirect costs 10,900          20,714          9,814           Finding 2

Total program costs 119,899$      64,139          (55,760)$       

Less amount paid by the State -                  

Allowable costs claimed in excess of (less than) amount paid 64,139$        

Cost Elements
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Schedule (continued) 
 
 

Actual Costs 

Claimed

Allowable Per 

Audit

Audit 

Adjustment Reference
1

July 1, 2005, through June 30, 2006

Direct costs - contract services:
2

Domestic violence related calls for assistance 120,823$      46,556$        (74,267)$       Finding 1

Total direct costs 120,823        46,556          (74,267)        

Indirect costs 12,082          22,207          10,125          Finding 2

Total program costs 132,905$      68,763          (64,142)$       

Less amount paid by the State -                  

Allowable costs claimed in excess of (less than) amount paid 68,763$        

July 1, 2006, through June 30, 2007

Direct costs - contract services:
2

Domestic violence related calls for assistance 127,427$      48,953$        (78,474)$       Finding 1

Total direct costs 127,427        48,953          (78,474)        

Indirect costs 12,743          23,351          10,608          Finding 2

Total program costs 140,170$      72,304          (67,866)$       

Less amount paid by the State -                  

Allowable costs claimed in excess of (less than) amount paid 72,304$        

July 1, 2007, through June 30, 2008

Direct costs - contract services:
2

Homicide reports 120$            120$            -$                

Domestic violence related calls for assistance 55,112          44,336          (10,776)        Finding 1

Total direct costs 55,232          44,456          (10,776)        

Indirect costs 44,628          20,405          (24,223)        Finding 2

Total program costs 99,860$        64,861          (34,999)$       

Less amount paid by the State -                  

Allowable costs claimed in excess of (less than) amount paid 64,861$        

July 1, 2008, through June 30, 2009

Direct costs - contract services:
2

Homicide reports 120$            120$            -$                

Domestic violence related calls for assistance 43,987          50,419          6,432           Finding 1

Total direct costs 44,107          50,539          6,432           

Indirect costs 40,490          23,501          (16,989)        Finding 2

Total program costs 84,597$        74,040          (10,557)$       

Less amount paid by the State -                  

Allowable costs claimed in excess of (less than) amount paid 74,040$        

Cost Elements
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Schedule (continued) 
 
 

Actual Costs 

Claimed

Allowable Per 

Audit

Audit 

Adjustment Reference
1

July 1, 2009, through June 30, 2010

Direct costs - contract services:
2

Homicide reports 116$            116$            -$                

Domestic violence related calls for assistance 54,494          62,062          7,568           Finding 1

Total direct costs 54,610          62,178          7,568           

Indirect costs 48,713          31,337          (17,376)        Finding 2

Total program costs 103,323$      93,515          (9,808)$        

Less amount paid by the State -                  

Allowable costs claimed in excess of (less than) amount paid 93,515$        

July 1, 2010, through June 30, 2011

Direct costs - contract services:
2

Domestic violence related calls for assistance 58,530$        49,367$        (9,163)$        Finding 1

Total direct costs 58,530          49,367          (9,163)          

Indirect costs 51,799          24,042          (27,757)        Finding 2

Total program costs 110,329$      73,409          (36,920)$       

Less amount paid by the State -                  

Allowable costs claimed in excess of (less than) amount paid 73,409$        

July 1, 2011, through June 30, 2012

Direct costs - contract services:
2

Domestic violence related calls for assistance 31,195$        50,471$        19,276$        Finding 1

Total direct costs 31,195          50,471          19,276          

Indirect costs 26,734          23,822          (2,912)          Finding 2

Total direct and indirect costs 57,929          74,293          16,364          

Less allowable costs that exceed costs clalimed
3

-                  (16,364)        (16,364)        

Total program costs 57,929$        57,929          -$             

Less amount paid by the State -                  

Allowable costs claimed in excess of (less than) amount paid 57,929$        

Cost Elements
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Schedule (continued) 
 
 

Actual Costs 

Claimed

Allowable Per 

Audit

Audit 

Adjustment Reference
1

Summary:  July 1, 2001, through June 30, 2012

Direct costs - contract services:
2

Homicide reports 356$            356$            -$                

Domestic violence related calls for assistance 823,726        499,448        (324,278)       

Total direct costs 824,082        499,804        (324,278)       

Indirect costs 270,405        238,920        (31,485)        

Total direct and indirect costs 1,094,487     738,724        (355,763)       

Less allowable costs that exceed costs clalimed
3

-                  (16,364)        (16,364)        

Total program costs 1,094,487$    722,360        (372,127)$     

Less amount paid by the State -                  

Allowable costs claimed in excess of (less than) amount paid 722,360$      

Cost Elements

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

_________________________ 
1 See the Findings and Recommendations section. 
2 The city claimed contract services costs that were misclassified as salaries and benefits during the audit period. We 

reallocated the claimed costs to the appropriate cost category of contract services.  
3 GC section 17568 stipulates that the State will not reimburse any claim more than one year after the filing deadline 

specified in the SCO’s claiming instructions. That deadline has expired for FY 2011-12. 
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Findings and Recommendations 
 

The city claimed $823,726 in salaries and benefits for the Domestic 

Violence Related Calls for Assistance cost component during the audit 

period. The city incorrectly classified claimed costs as salaries and benefits 

costs. During the audit period, the city did not incur any salaries and 

benefits costs, but rather incurred contract services costs. We reallocated 

the costs to the appropriate cost category of Contract Services. Out of the 

amount claimed, we found that $499,448 is allowable and $324,278 is 

unallowable. The costs are unallowable because the city misstated the 

number of incident report counts, misstated the time increments per 

activity, and misstated the contract productive hourly rates.   

 

The following table summarizes the claimed, allowable, and unallowable 

contract services costs for the Domestic Violence Related Calls for 

Assistance cost component for the audit period: 

 

Amount Amount Audit

Fiscal Year Claimed Allowable Adjustment

2001-02 46,375$           30,931$           (15,444)$          

2002-03 85,600             32,884             (52,716)            

2003-04 91,184             40,044             (51,140)            

2004-05 108,999           43,425             (65,574)            

2005-06 120,823           46,556             (74,267)            

2006-07 127,427           48,953             (78,474)            

2007-08 55,112             44,336             (10,776)            

2008-09 43,987             50,419             6,432               

2009-10 54,494             62,062             7,568               

2010-11 58,530             49,367             (9,163)              

2011-12 31,195             50,471             19,276             

Total 823,726$         499,448$         (324,278)$        

Contract Service Costs 

 

The city contracts with the San Diego County Sheriff’s Department 

(SDSO) to perform all law enforcement duties for the city. These duties 

include activities claimed for the mandated program. The city contracts 

for various SDSO staff positions (i.e. Deputy, Sergeant, and Detective 

Sergeant) each fiscal year (FY) and pays the SDSO annual contract rates 

for the positions. No city staff members performed any of the reimbursable 

activities under this program. Therefore, the city did not incur any salaries 

and benefits costs as claimed, but rather incurred contract services costs. 

We reallocated the costs to the appropriate cost category of contract 

services. 

 

The city determined claimed hours by multiplying the number of 

domestic-violence related calls for assistance incidents reported by the 

SDSO by the estimated time taken to perform the activity. The city then 

multiplied the total hours claimed by the respective SDSO contract rates 

to determine total costs claimed. 

  

FINDING 1—

Domestic Violence 

Related Calls for 

Assistance cost 

component – 

misstated contract 

services costs 
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Number of Domestic Violence-Related Calls for Assistance 
 

Claimed 
 

The city obtained the claimed number of domestic violence-related calls 

for assistance from both the SDSO’s Automated Regional Justice 

Information System (ARJIS) and the DOJ’s website. 
 

Allowable 
 

During fieldwork, we requested to review documentation supporting the 

number of domestic violence-related calls for assistance incidents that 

included a written report. The SDSO provided reports from the ARJIS 

supporting the number of incidents, for which reports were written, for 

FY 2007-08 through FY 2011-12. We found that the number of incidents 

claimed was misstated (overstated in some years and understated in other 

years).  
 

We reviewed a sample of domestic violence-related calls for assistance 

incidents to verify that they occurred and were properly supported with a 

written incident report. We selected a random sample of 33 domestic 

violence-related calls for assistance incidents each for FY 2010-11 and 

FY 2011-12. Our review revealed that only one incident report did not 

include any information related to domestic violence. We determined that 

we would not need to expand our testing, as the discrepancy was 

immaterial.  We concluded the SDSO did a sufficient and appropriate job 

of generating the data from ARJIS. Therefore, we concluded that the query 

reports provided for FY 2007-08 through FY 2011-12 were reliable.   
 

The SDSO was not able to provide reports or supporting documentation 

for incidents claimed for FY 2001-02 through FY 2006-07. Because we 

identified discrepancies with claimed incidents, for which reports were 

written, for FY 2007-08 through FY 2011-12, we calculated an average 

incident count based on the data provided for the supported years. We 

applied the average incident count to FY 2001-02 through FY 2006-07, in 

which supporting documentation was not available.  
 

The following table summarizes the claimed, allowable, and misstated 

number of domestic violence-related calls for assistance incidents for the 

audit period: 
 

Claimed Allowable

Fiscal Year Incident Counts Incident Counts Difference

Incident Counts

2001-02 208                   274                   66               

2002-03 356                   274                   (82)             

2003-04 323                   274                   (49)             

2004-05 359                   274                   (85)             

2005-06 371                   274                   (97)             

2006-07 373                   274                   (99)             

2007-08 291                   236                   (55)             

2008-09 224                   266                   42               

2009-10 288                   336                   48               

2010-11 309                   270                   (39)             

2011-12 155                   264                   109              
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Time Increments 
 

Claimed 
 

For each fiscal year, the city estimated that it took 126 minutes per incident 

for a deputy to support all domestic violence-related calls for assistance 

with a written incident report. For FY 2007-08 through FY 2011-12, the 

city estimated that it took an additional 19 minutes for a sergeant to review 

and edit the report. The city did not provide any source documentation 

based on actual data to support the estimated time increments.  
 

Allowable 
 

The SDSO conducted a month-long time study in April 2016. The time 

study determined the time it took the Deputies to support all domestic 

violence-related calls for assistance with a written incident report, and the 

time it took the Patrolling Sergeants to review and edit the reports. The 

time study also determined that the Deputies also spent time editing reports 

and Detective Sergeants also spent time reviewing reports, which were not 

claimed.  
 

Based on the SDSO’s time-study results, we determined that it takes 

Deputies an average of 1.92 hours (or 115.42 minutes) to support all 

domestic violence-related calls for assistance with a written incident 

report, and an average of 0.05 hours (or 3 minutes) to edit the written 

report. We also determined that it takes the Patrolling Sergeants an average 

of 0.27 hours (or 15.90 minutes) and Detective Sergeants an average of 

0.07 hours (or 4.10 minutes) to review the written reports.  
 

We applied the allowable time-study increments to the domestic violence-

related calls for assistance incident counts to arrive at the total allowable 

hours.  
 

The following table summarizes the claimed, allowable, and misstated 

hours for the Deputy classification for the activity of writing the reports:  
 

Claimed Allowable

Fiscal Year Hours Hours Difference

Allowable Hours - Report Writing (Deputy)

2001-02 436.80       526.08       89.28         

2002-03 747.60       526.08       (221.52)      

2003-04 678.30       526.08       (152.22)      

2004-05 753.90       526.08       (227.82)      

2005-06 779.10       526.08       (253.02)      

2006-07 783.30       526.08       (257.22)      

2007-08 611.10       453.12       (157.98)      

2008-09 470.40       510.72       40.32         

2009-10 604.80       645.12       40.32         

2010-11 648.90       518.40       (130.50)      

2011-12 334.03       506.88       172.85       

Total 6,848.23    5,790.72    (1,057.51)   
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The following table summarizes the claimed, allowable, and unreported 

hours for the Deputy classification for the activity of editing the reports: 

 

Claimed Allowable

Fiscal Year Hours Hours Difference

Allowable Hours - Editing Report (Deputy)

2001-02 -            13.70         13.70         

2002-03 -            13.70         13.70         

2003-04 -            13.70         13.70         

2004-05 -            13.70         13.70         

2005-06 -            13.70         13.70         

2006-07 -            13.70         13.70         

2007-08 -            11.80         11.80         

2008-09 -            13.30         13.30         

2009-10 -            16.80         16.80         

2010-11 -            13.50         13.50         

2011-12 -            13.20         13.20         

Total -            150.80       150.80       

 
 

The following table summarizes the claimed, allowable, and misstated 

hours for the Patrolling Sergeant classification for the activity of reviewing 

and editing the reports: 

 

Claimed Allowable

Fiscal Year Hours Hours Difference

Allowable Hours - Reviewing Report (Patrolling Sergeant)

2001-02 -            73.98         73.98        

2002-03 -            73.98         73.98        

2003-04 -            73.98         73.98        

2004-05 -            73.98         73.98        

2005-06 -            73.98         73.98        

2006-07 -            73.98         73.98        

2007-08 92.15         63.72         (28.43)       

2008-09 70.93         71.82         0.89          

2009-10 91.20         90.72         (0.48)         

2010-11 97.85         72.90         (24.95)       

2011-12 47.79         71.28         23.49        

Total 399.92       814.32       414.40      
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The following table summarizes the claimed, allowable, and unreported 

hours for the Detective Sergeant classification for the activity of reviewing 

and editing the reports: 

 

Claimed Allowable

Fiscal Year Hours Hours Difference

Allowable Hours - Reviewing Report (Detective Sergeant)

2001-02 -           19.18         19.18       

2002-03 -           19.18         19.18       

2003-04 -           19.18         19.18       

2004-05 -           19.18         19.18       

2005-06 -           19.18         19.18       

2006-07 -           19.18         19.18       

2007-08 -           16.52         16.52       

2008-09 -           18.62         18.62       

2009-10 -           23.52         23.52       

2010-11 -           18.90         18.90       

2011-12 -           18.48         18.48       

Total -           211.12       211.12     

 
 

Contract Hourly Rates 

 

We reviewed the contract service agreements between the SDSO and the 

city, including Attachment B, CLEP Costing schedules, and contract hours 

for each fiscal year. Our analysis revealed that the city overstated claimed 

rates during the audit period. The rates were overstated because the city 

used inconsistent methodology to compute claimed rates, used contract 

salary and benefit amounts that were co-mingled with multiple 

classifications, and applied inconsistent annual contract hours to compute 

claimed hourly rates. 

 

Contract Salary and Benefit Amounts 

 

For FY 2001-02 through FY 2006-07, the city used contract salary and 

benefit amounts that co-mingled multiple classifications into one rate. The 

claimed amounts included classifications that did not perform 

reimbursable activities. During fieldwork, SDSO provided segregated 

contract salary and benefit amounts specific to those classifications 

performing reimbursable activities. We used the segregated contract salary 

and benefit information to compute allowable rates for FY 2001-02 

through FY 2006-07.   

 

For FY 2007-08 through FY 2011-12, the city used segregated contract 

salary and benefit amounts. We traced the claimed amounts to contract 

information and confirmed they were accurate. 
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Contract Productive Hours 

 

For FY 2001-02 through FY 2006-07, the city used co-mingled contract 

productive hours consistent with contract salary and benefit amounts that 

included multiple classifications into one rate. Because we were able to 

segregate contract salary and benefit amounts, we also used productive 

hours consistent with classifications performing reimbursable activities. 

We used 1,743 productive hours noted in the contract to compute each 

classification’s contract rate.   

 

Misstated Contract Hourly Rates 

 

We calculated hourly contract rates for each classification using the 

contract hours of 1,743 and the segregated contract salary and benefit 

amounts for each classification performing reimbursable activities.  

 

The following table summarizes the audit adjustments to the hourly 

contract rate for the Deputy classification: 

 
Claimed Allowable

Fiscal Year Hourly Rate Hourly Rate Difference

Allowable Hourly Contract Rate (Deputy)

2001-02 106.17           47.34            (58.83)        

2002-03 114.50           50.31            (64.19)        

2003-04 134.43           61.22            (73.21)        

2004-05 144.58           66.48            (78.10)        

2005-06 155.08           71.46            (83.62)        

2006-07 162.68           75.14            (87.54)        

2007-08 76.38             78.87            2.49           

2008-09 78.64             78.64            -             

2009-10 76.48             76.48            -             

2010-11 75.84             75.84            -             

2011-12 79.32             79.32            -              
 

The following table summarizes the audit adjustments to the hourly 

contract rate for Patrolling Sergeant classification: 

 

Amount Amount

Fiscal Year Hourly Rate Hourly Rate Difference

Allowable Hourly Contract Rate (Patrolling Sergeant)

2001-02 -            57.72         57.72         

2002-03 -            61.49         61.49         

2003-04 -            75.11         75.11         

2004-05 -            80.94         80.94         

2005-06 -            85.69         85.69         

2006-07 -            90.10         90.10         

2007-08 91.55         94.58         3.03           

2008-09 98.61         101.84       3.23           

2009-10 90.34         100.12       9.78           

2010-11 95.22         98.34         3.12           

2011-12 98.34         102.69       4.35            
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The following table summarizes the audit adjustments to the hourly 

contract rate for Detective Sergeant classification: 

 

Claimed Allowable

Fiscal Year Hourly Rate Hourly Rate Difference

Allowable Hourly Contract Rate (Detective Sergeant)

2001-02 -            57.72         57.72         

2002-03 -            61.49         61.49         

2003-04 -            75.11         75.11         

2004-05 -            80.94         80.94         

2005-06 -            85.69         85.69         

2006-07 -            90.10         90.10         

2007-08 -            99.29         99.29         

2008-09 -            101.84       101.84       

2009-10 -            100.12       100.12       

2010-11 -            98.34         98.34         

2011-12 -            102.69       102.69        
 

Summary of Audit Adjustment 
 

We applied the allowable domestic violence-related calls for assistance 

incident counts to the time study increments to arrive at the total allowable 

hours. We then applied the audited hourly contract rates to the allowable 

hours to determine allowable contract services costs. Our analysis revealed 

that the city overstated contract services costs totaling $324,278 for the 

Domestic Violence Related Calls for Assistance cost component for the 

audit period. 
 

The following table summarizes the audit adjustments per fiscal year as 

described in the finding above: 

 

Hours Contract Rate

Related Related Audit

Fiscal Year Adjustment Adjustment Adjustment

2001-02 15,505$      (30,949)$        (15,444)$    

2002-03 (18,947)       (33,769)          (52,716)      

2003-04 (12,626)       (38,514)          (51,140)      

2004-05 (24,487)       (41,087)          (65,574)      

2005-06 (30,276)       (43,991)          (74,267)      

2006-07 (32,421)       (46,053)          (78,474)      

2007-08 (12,099)       1,323             (10,776)      

2008-09 6,200          232                6,432          

2009-10 6,681          887                7,568          

2010-11 (9,390)         227                (9,163)        

2011-12 18,966        310                19,276        

Total (92,894)$     (231,384)$      (324,278)$  
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Criteria 

 

The parameters and guidelines (section IV-Reimbursable Activities) 

require claimed costs to be supported by source documents. The 

parameters and guidelines state, in part:  

  
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.  

  

The parameters and guidelines (section IV-Ongoing Activities D. 

Domestic Violence Related Calls for Assistance) allow ongoing activities 

related to costs supporting calls with a written incident report and 

reviewing the report as follows:  

  
D. Domestic Violence Related Calls for Assistance: (Pen. Code, 

§ 13730(a); Stats.1993, ch. 1230)  
  

The following activity, performed by city, county, and city and county 

law enforcement agencies, is eligible for reimbursement:  
  

1. Support all domestic-violence related calls for assistance with a 

written incident report.  

2. Review and edit the report.  
  

Reimbursement is not required to interview parties, complete a booking 

sheet or restraining order, transport the victim to the hospital, book the 

perpetrator, or other related activities to enforce a crime and assist the 

victim.  

  

In addition, reimbursement is not required to include the information in 

the incident report required by Penal Code section 13730(c)(1)(2), based 

on the Commission decision denying reimbursement for that activity in 

Domestic Violence Training and Incident Reporting (CSM-96-362-01). 

Reimbursement for including the information in the incident report 

required by Penal Code section 13730(c)(3) is not provided in these 

parameters and guidelines and may not be claimed under this program, 

but is addressed in Domestic Violence Incident Reports II (02-TC-18). 

 

The parameters and guidelines (section V-Claim Preparation and 

Submission-Direct Cost Reporting-Contracted Services) state that, for 

salaries and benefits, claimants are required to: 

 
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 were also used for purposes other than the reimbursable 

activities, only the pro-rata portion of the services used to implement the 

reimbursable activities can be claimed. Submit contract consultant and 

invoices with the claim and a description of the contract scope of 

services. 
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Recommendation 

 

The Crime Statistics Reports for the Department of Justice Program was 

suspended in the FY 2012-13 through FY 2016-17. If the program 

becomes active, we recommend the city ensure that claimed costs include 

only eligible costs, are based on actual costs, and are properly supported.  

 

City’s Response 
 

Issue 1:  Number of Domestic Violence-Related Calls for Assistance 

 

The City of San Marcos (City) requests the State Controller’s Office 

(SCO) to use the actual Domestic Violence (DV) statistics provided for 

the period from FY 2001-02 through FY 2006-07 in lieu of the SCO’s 

average of the five most recent fiscal years audited.  These actual 

statistics of DV incidents were supported with written incident reports.  

The City also requests the SCO to take into account the crime rates in 

the older years were higher. 

 

The City provided to the SCO both the San Diego County Sheriff’s 

Office (SDSO) DV statistics reported in the Automated Regional Justice 

Information System (ARJIS), which recorded the number of actual DV 

incident reports by fiscal year, and the Department of Justice (DOJ) 

annual DV report statistics, which were reported by calendar year.  While 

the SDSO maintains records of total case counts in a summary format, 

the information requested by the SCO for this audit (a detailed report 

showing each incident case number by date and Penal Code for all the 

fiscal years) is no longer accessible due to system data conversions and 

also requirements to expunge records for FY 2001-02 through 

FY 2006-07.  Table 1 below shows DOJ and SDSO ARJIS data, while 

reported on calendar vs. fiscal year, respectively, tracked very closely.  

The City used the DOJ figures, which the SCO confirmed, to compute 

the claims (FY 2011-12 claimed statistic was an error, which was not 

known at the time the claim was filed).   

 

Table 1 – Analysis of Incident Report Counts 

 

Fiscal Year Claimed 

DOJ Stats 

(calendar year) 

ARJIS Stats 

(fiscal year) 

SCO 

Allowed 

2001-02 208 208 333 274 

2002-03 356 356 360 274 

2003-04 323 323 394 274 

2004-05 359 359 336 274 

2005-06 371 371 350 274 

2006-07 373 373 346 274 

2007-08 291 291 236 236 

2008-09 224 224 266 266 

2009-10 288 288 336 336 

2010-11 309 309 270 270 

2011-12 155 251 264 264 

Total 3,257 3,353 3,491 3,016 

Average 296 305 317 274 

Variance  12  

% Difference  4%  

  

 

Shaded area indicates the SCO audited and approved 

numbers. 
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The information the SDSO provided proved: 

 

1) The data was contemporaneously generated and can be verified by 

other reliable contemporaneous source document.  

 

a) The City sent to the SCO faxed correspondences from the 

SDSO’s office with report counts from the actual time periods 

dating back to 2002. 

 

b) The attached San Diego Association of Governments 

(SANDAG) Criminal Justice Research Division Report verifies 

the statistics provided to the SCO matched DOJ reported DV 

incidents.  The attached SANDAG, “Twenty-Five Years of 

Crime in the San Diego Region:  1984 through 2008” report, 

Page 25, Appendix Table 9 shows the data for year 2004, 2007 

and 2008 DV incident counts matched those claimed. 

 

2) The actual incident counts are supported with written reports. 

 

a) The attached DOJ’s Criminal Statistics Reporting 

Requirements manual shows on Page 14, DOJ is to be provided 

with “monthly summary statistical data on the number of 

domestic violence-related calls received” and “[a]ll domestic 

violence-related calls for assistance shall be supported with a 

written incident report”.   

 

b) The attached email on May 15, 2017, from Brent Jordan, Sr. 

Crime and Intel Analyst, who provided those old faxed 

correspondences above in 1) a), states, “The SANDAG reports 

that are attached represent reported crime meaning that they 

had a case number and a written report.  None of the 

statistics provided in the SANDAG report are considered calls 

for service.”  Also the attached email from Lieutenant Schaller 

on the same date said, “Just confirming Brent’s statement here. 

These stats were generated by actual reports generated.” 

(Emphasis added) 

 

3) The DV crime rates in the older years were higher.  The 

attached SANDAG “Twenty-Five Years of Crime in the San 

Diego Region:  1984 through 2008” report, page 11, Figure 13 

shows DV rates were higher during 2002 to 2007 and they were 

trending down.  Also on page 26, Appendix Table 9 shows 

specifically the City’s number of DV incidents decreasing. 

 

During the audit, the SCO reviewed the ARJIS statistics and detail 

reports for the five most recent of the eleven audited fiscal years and 

verified the reliability of the SDSO ARJIS statistical data, as 100% of 

ARJIS incident counts were approved by the SCO.  Page 9 of the Draft 

Audit Report states, “We reviewed a sample of domestic-violence 

related calls for assistance incidents to verify that they occurred and were 

properly supported with a written incident report” and “We concluded 

the SDSO did a sufficient and appropriate job of generating the data from 

ARJIS.  Therefore, we concluded that the query reports provided for 

FY 2007-08 through FY 2011-12 were reliable.”   

 

Based on the above, either the ARJIS or the DOJ actual statistics, instead 

of the 274 incident count 5-year average, for FY 2001-02 through 

FY 2006-07 should be allowed. 
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Issue 2:  Contract Hourly Rates 

 

The City disagrees with the SCO statements regarding the City 

overstated claimed rates and that the rates were overstated because the 

City used inconsistent methodologies to compute claimed rates.  The 

City also disagrees with the SCO statement, “For FY 2001-02 though 

FY 2006-07, the city used contract salary and benefit amounts that co-

mingled multiple classifications into one rate.” 

 

The City contracts with the SDSO for provision of Law Enforcement 

services.  There were three contracts that governed the City’s Law 

Enforcement services with the SDSO during the time period under audit.  

The first contract dated June 25, 1996 covered the period from FY 1996-

97 to FY2001-02.  The second contract dated June 11, 2002 covered the 

period from FY2002-03 to FY2006-07.  And the third contract dated 

November 6, 2007 covered the period from FY2007-08 to FY 2011-12.   

 

The methodologies used by the City to compute the billing rates were 

consistent with the contract language for each year.  During FY 2001-02 

through FY 2006-07, the City was billed for law enforcement services 

on a full cost basis per Patrol Sedan Unit, which included all overhead 

costs (including Sergeants’ administrative or supportive services) to 

reflect the “actual costs” for providing the Unit. The overhead costs built 

into the rates are fixed and non-negotiable, and the contracts state that 

they are “necessary and appropriate” as well as “efficient in achieving 

the law enforcement objectives of the department”.   This method of 

computation for the Unit cost was common and used by many Counties 

to charge for law enforcement services. 

 

The rates for a Patrol Deputy were computed exactly as stated per 

Attachment B of the contracts, which specifies total unit cost for a Patrol 

Sedan Unit and total annual hours of service provided.  The Patrol 

officers are the direct staff that performed the mandated activity, which 

included taking the call, writing, and editing a DV incident report.  The 

City did not claim Sergeants’ time during that time frame because 

Sergeants’ support costs were included as overhead in the contracted rate 

for the Patrol Deputy. 

 

The City disputes the SCO’s use of deconstructed salaries and benefits 

for FY 2001-02 through FY 2006-07 because that was not how the 

contracts were structured.  The City requests that actual Patrol Deputy 

hourly rates be allowed as originally claimed by the City as the method 

matches the June 25, 1996 and June 11, 2002 contract terms and 

conditions that dictate the rates for FY 2001-02 through FY 2006-07. 

 

SCO’s Comment 

 

Issue 1:  Number of Domestic Violence-Related Calls for Assistance 

 

The finding and recommendation remain unchanged.  

 

The city disagrees with the SCO’s use of an average allowable incident 

count for FY 2001-02 through FY 2006-07, for which supporting 

documentation was not available. The SCO derived the average incident 

count based on actual reports from ARJIS for FY 2007-08 through 

FY 2011-12.   
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1. The city asserts that the claimed case counts were 

“contemporaneously generated and can be verified by other reliable 

contemporaneous source documents.” The city’s statement is 

misleading, as no contemporaneous source documents were provided 

to support incident counts in FY 2001-02 through FY 2006-07.  
 

The SCO requested and reviewed reports from ARJIS supporting the 

number of incidents, for which reports were written, for FY 2007-08 

through FY 2011-12. We found deviations from claimed counts and 

used audited data to compute allowable costs. The same reports were 

not available for FY 2001-02 through FY 2006-07 to support claimed 

incident counts in the early years. The city agrees that “the information 

requested by the SCO for this audit (a detailed report showing each 

incident case number by date and Penal Code for all the fiscal years) 

is no longer accessible due to system data conversions….” 
 

As an alternative to allowing no costs in the early years of the audit 

period, the SCO worked with the city and the SDSO by computing an 

average incident count for FY 2001-02 through FY 2006-07 based on 

the actual data reports provided for FY 2007-08 through FY 2011-12. 

The SCO applied the average incident counts to the early years, for 

which supporting documentation was not available.   
 

a) The city states that it “sent to the SCO faxed correspondence from 

the SDSO’s office with report counts from the actual time periods 

dating back to 2002.” The city is correct that it provided fax cover 

sheets for our review. However, the fax correspondence showed 

only hand-written numbers representing total counts in each fiscal 

year. The fax cover sheets did not contain any detail or supporting 

information to show how the hand-written numbers related to 

domestic violence calls for assistance. The fax cover sheets also 

did not provide a listing of cases in each fiscal year, so that SCO 

could properly verify whether the hand-written total numbers 

actually related to the incident counts in the mandated program. 

The city did not provide any other documentation supporting the 

total number of incident counts. 
 

b) The city presented the SANDAG report “Twenty-Five Years of 

Crime in the San Diego Region: 1984 through 2008.” The city 

asserts that this comprehensive report is supporting claimed 

incident counts for years 2004, 2007, and 2008. However, the 

SANDAG report is irrelevant as it does not provide the listing of 

incident counts for the SCO to review and perform testing to 

verify the accuracy of the counts. 
 

2. The city asserts that the claimed incident counts were supported with 

written reports and that “these stats were generated by actual reports 

generated.” However, the city did not provide supporting 

documentation listing the incident counts and identifying how they 

related to the mandated program. 
 

a) The city provided DOJ’s Criminal Statistics Reporting 

Requirements manual for our review and pointed out page 14, 

which states “all domestic violence-related calls for assistance 

shall be supported with a written incident report.” The referenced 
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statement is the requirement derived from the applicable Penal 

Code. This requirement does not provide any assurance as to the 

accuracy of the reports. 
 

b) The city provided email correspondence between it and the SDSO 

discussing incident counts. The email correspondence is irrelevant 

as it does not provide the detailed reports for the SCO to review 

and perform testing to verify the accuracy of the counts. 
 

3. The city points out that “the DV crime rates in older years were 

higher.” The SCO relied on actual supporting documentation for the 

incident counts provided in FY 2007-08 through FY 2011-12. The 

SCO’s analysis is based on actual source documents and not historical 

statistical data. The city is required to report actual costs and maintain 

supporting documentation for the costs claimed. The city was not able 

to provide actual source documents for the earlier years of the claim 

period.  
 

The city quoted the SCO’s statement from the draft audit report regarding 

accuracy of the ARJIS reports and took it out of context. The city implied 

that the ARJIS incident case counts should be accepted without 

verification for FY 2001-02 through FY 2006-07 because the SCO 

indicated ARJIS statistics were accurate. We disagree. In the draft audit 

report, the SCO indicated that the SDSO did a sufficient and appropriate 

job of generating the reports from ARJIS and concluded that the query 

reports provided for FY 2007-08 through FY 2011-12 were reliable. The 

SCO, therefore, was able to use the verified information to arrive at an 

average incident count that was reliable and based on actual verifiable 

data. However, the SCO did not assert to the reliability of counts claimed 

for other fiscal years of the audit period, as claimed incident counts were 

unsupported for FY 2001-02 through FY 2006-07.  
 

Issue 2:  Contract Hourly Rates 
 

The finding and recommendation remain unchanged.  
 

The city disagrees with the SCO finding relating to the city’s use of co-

mingled contract hourly rates. The city also “disputes the SCO’s use of 

deconstructed salaries and benefits for FY 2001-02 through FY 2006-07 

because that was not how the contracts were structured.” The city asserts 

that the contract hourly rates claimed for FY 2001-02 through FY 2006-07 

are accurate and should be used as claimed to calculate allowable costs for 

this audit.  
 

We disagree that co-mingled contract rates are acceptable to claim costs 

when only certain classifications perform reimbursable activities. For 

FY 2001-02 through FY 2006-07, the city used contract salary and benefit 

amounts that co-mingled multiple classifications into one rate. The 

claimed rates included classifications that did not perform the mandated 

activities. By claiming the co-mingled rate, the city is seeking 

reimbursement of costs for the employees whose duties are not related to 

the mandated program or reimbursable activities.   
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The parameters and guidelines of this program require that, if contract 

services were used for purposes other than the reimbursable activities, only 

the pro rata portion of the services used to implement the reimbursable 

activities be claimed. It was not appropriate to claimed blended contract 

hourly rates as these rates included costs unrelated to this mandated 

program. 

 

The SCO separated the rates for FY 2001-02 through FY 2006-07 in order 

to identify the specific employees who performed the mandated activities. 

The audited contract hourly rates represent costs for those specific contract 

employees. 

 

 

The city claimed $270,405 in indirect costs during the audit period. We 

determined that $238,920 is allowable and $31,485 is unallowable. 

Indirect costs are unallowable because the city misclassified claimed direct 

costs as salaries and benefits rather than contract services, inappropriately 

calculated indirect cost rates based on direct labor rather than contract 

services, and applied indirect cost rates to unallowable contract services 

costs as identified in Finding 1. 

 

The following table summarizes the claimed, allowable, and unallowable 

indirect costs for the audit period: 

 

Amount Amount Audit

Fiscal Year Claimed Allowable Adjustment

2001-02 4,638$             14,754$           10,116$        

2002-03 8,560               15,686             7,126            

2003-04 9,118               19,101             9,983            

2004-05 10,900             20,714             9,814            

2005-06 12,082             22,207             10,125          

2006-07 12,743             23,351             10,608          

2007-08 44,628             20,405             (24,223)         

2008-09 40,490             23,501             (16,989)         

2009-10 48,713             31,337             (17,376)         

2010-11 51,799             24,042             (27,757)         

2011-12 26,734             23,822             (2,912)           

Total 270,405$         238,920$         (31,485)$       
 

Misclassified Costs 

 

For FY 2001-02 through 2006-07, the city claimed 10% indirect cost rates 

and applied the rates to contract services costs that were incorrectly 

claimed as salaries and benefits. For FY 2007-08 through 2011-12, the city 

prepared Indirect Cost Rate Proposals (ICRPs) and also applied these rates 

to misclassified contract services costs that were incorrectly claimed as 

salaries and benefits. As discussed in Finding 1, the city did not incur any 

direct labor costs during the audit period. The city staff did not perform 

any of the reimbursable activities listed within the parameters and 

guidelines. The city contracted with the SDSO to perform all law 

enforcement activities including activities allowable for reimbursement 

FINDING 2—

Misstated Indirect 

Costs 
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under this mandated program. Therefore, the city did not incur any direct 

labor costs for this program, but rather incurred contract services costs.  

The city’s methodology to classify and compute costs as indirect based on 

direct labor costs was not appropriate. 

 

Contract Indirect Costs 

 

We reviewed the contract agreements between the city and the SDSO.  For 

FY 2007-08 through FY 2011-12, the SDSO contract agreements provided 

supplemental schedules and identified contracted labor costs and 

contracted overhead costs. We determined that overhead costs identified 

in the contract were appropriate as they related to the performance of 

mandated activities.  We computed indirect cost rates for contract services 

for these years by dividing total contract overhead costs, station support 

staff costs, and Sergeant Admin position costs, by the contracted labor 

costs identified in the contract supplemental schedules.  

 

Such information was not available for FY 2001-02 through FY 2006-07. 

We therefore calculated an average contract indirect cost rate based on 

available data for FY 2007-08 through FY 2011-12 and applied the 

average contract indirect rate to FY 2001-02 through FY 2006-07, in 

which contract agreements did not contain detail schedules. 

 

The following table summarizes the claimed, allowable, and adjusted 

indirect cost rates for the audit period: 

 

Claimed Audited

Indirect Cost Contract Indirect

Fiscal Year Rate Cost Rate Difference

Indirect Cost Rates

2001-02 10.00% 47.70% 37.70%

2002-03 10.00% 47.70% 37.70%

2003-04 10.00% 47.70% 37.70%

2004-05 10.00% 47.70% 37.70%

2005-06 10.00% 47.70% 37.70%

2006-07 10.00% 47.70% 37.70%

2007-08 80.80% 45.90% -34.90%

2008-09 91.80% 46.50% -45.30%

2009-10 89.20% 50.40% -38.80%

2010-11 88.50% 48.70% -39.80%

2011-12 85.70% 47.20% -38.50%
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Summary of Audit Adjustment 

 

We applied the audited indirect cost rates to the total allowable contract 

services costs as described in Finding 1. The following table summarized 

the audit adjustments as they relate to misstated contract services costs in 

Finding 1 and misstated contract indirect cost rates as described in 

Finding 2: 

 
Finding 1 Contract Indirect

Related Cost Rate Audit

Fiscal Year Adjustment Adjustment Adjustment

2001-02 (1,544)$            11,660$           10,116$           

2002-03 (5,272)              12,398             7,126               

2003-04 (5,114)              15,097             9,983               

2004-05 (6,557)              16,371             9,814               

2005-06 (7,427)              17,552             10,125             

2006-07 (7,847)              18,455             10,608             

2007-08 (8,707)              (15,516)            (24,223)            

2008-09 5,905               (22,894)            (16,989)            

2009-10 6,751               (24,127)            (17,376)            

2010-11 (8,109)              (19,648)            (27,757)            

2011-12 16,520             (19,432)            (2,912)              

Total (21,401)$          (10,084)$          (31,485)$          

 
Criteria 

 

The parameters and guidelines (section V-Claim Preparation and 

Submission) state that, 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%. The 

parameters and guidelines (section V.B – Indirect Cost Rates) state, in 

part: 

  
Indirect costs are costs that are incurred for a common or join purpose, 

benefitting 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 procedures provided in 2 CFR Part 225 (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%. 

 
The parameters and guidelines (section V-Claim Preparation and 

Submission-Direct Cost Reporting-Contracted Services) state that, for 

salaries and benefits, claimants are required to: 

 
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. 
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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 were also used for purposes other than the reimbursable 

activities, only the pro-rata portion of the services used to implement the 

reimbursable activities can be claimed. Submit contract consultant and 

invoices with the claim and a description of the contract scope of 

services. 

 
Recommendation 

 

The Crime Statistics Reports for the Department of Justice Program was 

suspended in the FY 2012-13 through FY 2016-17. If the program 

becomes active, we recommend the city ensure that claimed costs include 

only eligible costs, are based on actual costs, and are properly supported. 

 

City’s Response 

 
Due to changes in contract languages over the years, the City is 

addressing the indirect cost issues separately. 

 

FY 2001-02 through FY 2006-07 Indirect Cost Rates 

 

As stated above, the City disputes the SCO’s use of deconstructed 

salaries and benefits for FY 2001-02 through FY 2006-07.  However, if 

the SCO insists on using the deconstructed method, then the City 

requests the SCO to apply the same method to determine the contract 

indirect cost rates to be consistent. 

 

The SCO allowed contract indirect costs for these years are not based on 

the actual contracted terms but rather based on the average of the five 

most recent fiscal years audited.  This does not reflect actual contract 

indirect cost rates paid by the City.  This is incorrect and denies the City 

reimbursement of its full actual costs incurred to comply with the 

mandate.   

 

To justify the usage of an average, the SCO states on page 18 of the Draft 

Audit Report, “Such information was not available for FY 2001-02 

through FY 2006-07.”  This SCO’s statement is not accurate.  As an 

example, the “Sheriff’s Department F/Y 06-07 CLEP Costing” schedule 

the SCO obtained from the SDSO during this audit, which the SCO used 

to calculate the contract hourly rates, shows the actual direct (Law 

Enforcement Stations – Deputy and Sergeant) and indirect costs (Law 

Enforcement Stations – Other Support, Law Enforcement Support, and 

Services & Supplies) billed for each Patrol Sedan Unit.   Based on these 

CLEP Costing schedules, the City computed the contract indirect cost 

rates as follows: 

 

Fiscal Year 

Contract 

Direct Cost 

Contract 

Indirect Cost 

Contract Indirect 

Cost Rate 

2001-02 $169,655 $159,732 94% 

2002-03 $181,791 $173,461 95% 

2003-04 $221,342 $195,718 88% 

2004-05 $240,118 $208,456 87% 

2005-06 $257,716 $223,414 87% 

2006-07 $273,479 $231,235 85% 

 

Therefore, these actual contract indirect cost rates, instead of the 47.7% 

5-year average, for FY 2001-02 through FY 2006-07 should be allowed. 
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FY 2007-08 through FY 2011-12 Indirect Costs 

 

The City appreciates the SCO included the Administrative Sergeant costs 

as overhead costs in the computation of the contract indirect cost rates; 

however, the City requests a majority of the other Sergeants costs, which 

related to the administrative and or supervisory services, to also be 

considered as overhead costs to properly reflect actual overhead costs 

incurred. These Sergeant positions are first line supervisors of the 

Deputies as well as other non-sworn station staff and are an integral part 

of departmental support. 

 

Section II B. of the contract states, the “COUNTY through SHERIFF 

will provide general and specialized law enforcement and traffic 

services…as well as direct supervision of law enforcement personnel 

assigned”.  (Emphasis added)  County job descriptions state the 

“Purpose and Distinguishing Characteristics” of the Sergeant position “is 

to provide supervision over the activities of a team, unit or division of 

deputies and or professional staff.”  Further, it states, “This class 

represents the first level of supervision of sworn staff in the Sheriff’s 

Department.” 

 

The contract’s reference to SERGEANT and DETECTIVE SERGEANT 

positions in the Direct Costs section is to distinguish the positions that 

are paid for directly and their full positions are dedicated exclusively 

to the City as oppose to the other positions which are shared with other 

cities.  Therefore, the term “direct” in the contract does not refer to their 

job duties.  The San Marcos Station Lieutenant determined the 

percentage that each Sergeant spends on administrative and or 

supervisory duties are as follows: 

 

 Admin Sergeant = (100% allowed by SCO) 

 Dedicated Sergeants = 70%  

 Sergeants (Patrol) = 70%  

 Sergeant (Traffic) = 90%  

 Sergeant (Detective) = 90%  

 

According to the claiming instructions and OMB A-87, the “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 

results achieved.”  The City believes these costs satisfy the requirements 

of OMB A-87 and are eligible as overhead costs for inclusion in the 

contract indirect cost rate calculation. 

 

SCO’s Comment 

 

The finding and recommendation remain unchanged.  

 

FY 2001-02 through FY 2006-07 Indirect Cost Rates 

 

The city disagrees with the SCO’s computation of the average indirect cost 

rates that were based on the five most recent fiscal years audited. The city 

indicates it should get reimbursed higher indirect cost rates than the 47.7% 

five-year average computed by the SCO during the course of the audit. 
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As indicated in the finding, the city claimed a 10% indirect cost rate for 

FY 2001-02 through FY 2006-07, based on a standard rate allowed by the 

parameters and guidelines.  The SCO computed allowable costs based on 

available data in the city’s contracts. The city is proposing higher 

alternative rates to be used for reimbursement. We disagree with the city’s 

proposed methodology. 

 

The city inappropriately claimed contract services costs as direct labor 

costs and computed indirect costs based on direct labor when in fact the 

city did not incur any direct or indirect labor costs. The city’s proposed 

new methodology also subjectively classifies various costs as direct and 

indirect. All of the city’s costs for this program are contract services costs. 

The SCO’s methodology to compute allowable contract indirect costs 

accounted for contracted labor costs and contracted overhead costs that 

benefited the implementation of the entire contract. 

 

FY 2007-08 through FY 2011-12 Indirect Costs 

 

For FY 2006-07 through FY 2011-12, the city is proposing an increase in 

the allowable contract indirect cost rate. The city asserts that the majority 

of the other sergeant classification costs should be allocated as indirect 

costs in order to properly reflect actual overhead costs incurred for the 

calculation of contract indirect costs rates. We disagree with the city’s 

proposed methodology as we already accounted for all appropriate 

contracted labor costs and contracted overhead costs that benefited the 

implementation of the entire contract.  
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