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NATIONAL RAILROAD PASSENGER CORPORATION
0 G Stree! NE, 3W300, Washington, DC 20002

Memo
7 (i/,d/rf// e

Date  June 22, 2009 From  Gary L. (;l AN 2{ A)?, ity 1G - Audits
To  Gary E. Eckenrode Depastment  Office of" luspector General

Thames River Bridge Project
Counterweight Bxtra Work —-chort

cc  Lorraine A, Green, IG

Subject

File

The Office of Inspector General has completed an audit of (G

—:lmm for exira work performed to remove the old counterweight from the Thames
River Bridge. This claim was submitted under contract number (TP Y:tveer Amuwak
and (D hich Amtrak executed for the rehabilitation of the Thames River Bridge Jocated in
Our primary audit objective was to determine whether (D
submitted costs supporting the claim were accurate, complete, and current.

Nussoge

'Fhe results of our audit were presented in a drafl report which you vesponded to in your
May 8, 2009 memo, We appreciate the excellent corporation and support received from your
staff during the aucdit.

Anttrak OIG is required to make this report available {o the public under the Inspeclor Gieneral
Reform Act of 2008, 110 P.L. 409; 122 Stal, 4302. To the cxtent that you believe this report
contains confidential or propricty information that should be withheld from public release, you
nust take the following actions no fater than July 6, 200: 1) highlight any words or phrases
recommended for redaction: and 2) provide a written detailed justification for cach of your
secommendations. 1T you do not provide writlen reconunendations by July 6, 2009, the report will
be made publicly available without redaction on the specified date of the report.

Distribution;
P, Finch
I
I
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Thames River Bridge Project
Audit of Counterweight Extra Worle Claim

Final Report

Report Addressed To:

Gary It, Belenrode
Sonior Director — Procurement
30" Street and Market Stroefs

Philadeiphia, PA 19104

Report Issued By:

NATIONAL RAILROAD PASSENGIR CORPORATION
OVFICE OF INSPECTOR GENERAL - AUDITS
10 G STREET, NI,
WASHINGTON, bC 20002

DATE OF REPORT: June 22, 2009
REPORT NUMBER: 303-2009

T'his document shall become available to the public on July 17,2009
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Thames River Bridge Project

Audit of Counterweight Extra Work Claim

Exceutive Summary

We completed an audif o claim for extra
ork performed it removing the counterwelght on the Thames River Bridge It
W The claim was submitted under contract numr between Amirak and
for {he rehabilitation of the Thames River Bridge. submitied thcmlaim,

dated July 23, 2008, for extra costs incuried to remove the old counterweight from bridge.
contends that tho cxira costs incurred are the result of a “change condition” from that which was

disclosed in the contract.

Our audit objective was to determine if the costor pricing data submitted bymm support of
the counterweight claim was accurate, complete, and current as of February 12, ; the date of
certification. The audit was performed in Januavy and February of 2009 atqregional office
in% The audit seape encompassed all cost accounting and Iimancial
information necessary to complete the audit objective. In accomplishing the audit objective, we
reviewed incurred costs for the cost oleinents submitted for the claim,

The resuits of our review indicated that () submitted cost or pricing data was not entirely
acourate, complefe, or current. We identified adjusiments in the amount of $99,634 that should

reduce the amount of the claim.
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Thames River Bridge Project

Audit of Counterweight Extra Work Claim
Final Report Report #303-2009

L BACKGROUND

On June 9, ZM'OVided Amirak notice of a different sife condition in accordance with
Coniract No. Article 34, In the notice, (statcd that, as a result of a latent

condition in the existing counterweight, ([ lD:escribed method of saw cutting the existing
conciete aud steel counterwelight (for removal) was unachicvable in the allotted time,
had to resort to using jack bammering techniques to break up the counterweight. The jack
hammering process was time consumning and more costly than the planned saw cutting.
is also claiming an additional 10 days for impact to the contract perlod of performance for base

confract work,

On June 24, 2008 () vrovided Amtak its rationale for the counterweiglt claim., (P
insisted it discovered unknown conditions within the counterweight concrete.  According fo
@ oicinal 1917 bridge construction drawings calted for the counterweight to consist
of a mixture of consotidated concrete and steel, However, (i fovud that the mixture was
tot consolidated. As a result, steel punchings in the counterweight rolled around loosely and
cavsed the saw to jam, repeatedly breaking the culting wire,

On December 5, 2008, we received (i svvvort tor( D of costs for extin
couitterwelpght removal work. We also received docwnentation for S| of counterweight
removal costs that were already included in the base contract amount.

A clause included in Amtrak’s conteact with (ientitled "Changes in the Work” (Section
41.8) requires the prime confractor and subcontractors to certify that the cost or pricing data
submitted in support of a modification is accurate, completo, and cuirent, This clause also states
{hat in the event that contractor certified cost or pricing data is subsequently found to be
inaccurate, incomplete, or hot current, Amirak is entitled to a veduction in the modification price
equal to the difference between the modification and the price that the change order would have
been, had the conlraclor submitied accurate, complete, and current data,

IL OBJECTIVE

The obiective of this audit was to determine If the cost or pricing data that (Jjsubmitted in
suppor! of the counterweight claim was aceurate, complete, and curtent,

. SCOPL

The scope of out audit encompassed February 12, 2009 certification of cost and
pricing data submitted in support o of costs for extra work performed to remove the

counterweight on the Thates River Bridge. We did not to review costs associated with base
contract counterweight costs incutred since Amtirak’s Contract Managey,

Page 1 of 5
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‘Thames River Bridge Project

Audit of Counterweight Extra Work Claim
Final Report Report # 303-2009

considered those costs as reasonable to off‘set-estimatcd cosis of
for counterweight removal.

We conducted this performance audit in accordance with generally accepted government
auditing standards. Those standards require that we plan and perforin the audit to obtain
sufficicnt, 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 objective.

IV, SPECIAL CIRCUMSTANCES ATFECTING THIS EVALUATION

The performance of this audit should not be construed as either acceptatice or rejection of the
validity of i ciainm for increased costs. Instead, our objective was to comply with the
audit purpose and provide Amirak procurement personnel information regarding the contractor’s
costs as they pertain to the subject contract. We provided procurement with preliminary results
of our audit on February 17, 2009, Thercfore, our results are qualified since we did not request
a technical evaluation of the olaim. As a result, this report contains no adjustments relating to
entitfement, or the quantitative and qualitative aspects of the claim, Settlement negotiations
should not be finalized without a technical evaluation of the claim.

\/ METHODOLOGY

Our methodology included a review of (ot cost records and other documentation
submitted in support of the claimed costs, as well as, interviews of Amtrak project personnel and

repiesentatives.

VI, EVALUATION OF INTERNAL CONTROLS

We did not review (i system of internal controls, We concluded that the audit objective
could be achieved more efficiently by performing substantive audit testing, We also determined
that ([ cost system provided adequate segregation of costs incurred for the extra work
performed from costs incurred for ongoing base contract work.

Vil. EPRIOR AUDIT COVERAGE,

The Office of Inspector General completed an audit of a(Eontract modification (Audit
Report Number 306-2006) which was executed to perform concrete borings needed to evaluate
bridge piers, (JDsvbmitted cost data for the concrete boring modification was ot
considered entirely accurate, complete, or current, We questioned $16,000 which include
overstated material, Iabor, equipment and subcontractor costs. We also andited 2
proposed modification for a grouting project to stabilize two bridge piers. The results of the
audit of grouting costs include guestioned costs of $376,000 pertaining to overstated
subcontractor and extended overhead labor costs; and, unallocable performance bond costs.

Pape2of 5
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Thames River Bridge Project
Audit of Counterweight Extra Work Claim
Final Repord - Report # 303-2009

VII. FINDINGS AND RECOMMENDATIONS

Finding 1 (I Submitted Cost or Pricing Data Was not Fully
Compliant with Contract Terms.

Discussion

@ :11:ittecl cost or pricing data used to suppott the costs of the counterweight extra
work claim o a5 not considered entively accurate, complete, or current as required
by General Provisions Section 41.8.  We identified adjustments of_lhat decreased
_submitted costs resulting in a conelusion that the Amtrak price for this claim should be
1o more than( D The adjustinents ace the vesult {)i (i) overstating material
costs by including sales tax charges; (i) submitting labor costs that exceeded incwred costs; and,
(iii) charging a labor burden rate that exceeded the actual rate. Details of the recommended
adjustments are presented in the Appendix of this report.

Recommendation

-laimed amout( D ould be reduced by $99,634. The resulting claim of

shoutd be used as the beginning amount for settiement negotiations for this claim.

Management Response:

The Contracting Agent, Procurement and Materials management responded to the draft veport by
stating that is cutrently negotiating
with the concerning the subject claim.”

This concludes owr report.

Audit Staff

A4

y Wiegang)
entor Director -- Audits

Page 3 of 5
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Thames River Bridge Project
Audit of Counterweight Extia Work Claim
Final Report Report # 3032009

Appendix A:

Analysis of Claim Costs

Andig
Cost a Costs Recommended
Lloment Submission Questioned
Dhrect Material (] [ ]
Direct Labor [ ) (]
Labor Inditect Costs [ ) [
Costs Owned Equipment (| |[5GzGDh

Subtotal [ ) [ )
Overhead - s (]
Subtotal ] [ ]
Profit N — ] an
G

@O Costs (D

Subcontractor —

Matk-up on Subsjiii] I
G [

Totals * 99,633

*Differs from submitted costs by $.01 due to rounding

]
Paged of 5
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Thames River Bridge Project
Audit of Counterwoight Extra Worlk Claim
Final Report Report # 303-2009

Notes!

L

The submitted costs reprosent paid invoices for counterweight removal costs. The cost
questioned amount consists of overstated material costs ofhc!ue to unallowable
sales tax chatges being added. agreed with this adjustment,

‘The submitted costs o represent oS ¢zt labor and | NG
of extended overhead lubor for the claim period of June 21, 2008 through October 11,
2008. We questioned a total of $43,811.00. The costs questioned represent: (1)
$939.00 of submitted craft labor costs which is the difference between the submitted
amount of and the incurred amount of |G siown in
records; and, (2) $42,872.00 out of the NN submitted costs of for extended
overhiead personnel labor because cost records only showed | boing
charged to cost center/phase, which was established for capturing these costs.
The balance of the submitted costs was charged to 21 other cost center/phases established
for work performed under the base confract.

"The subinitted costs represent I percent of divect labor. The basis for the rate of Il
percentage factor was_eslimﬂtc for its payroll taxes, worker’s compensation,
petnision, and instrance costs for calendar year 2008. We computed the actual labor
burden for 2008 to belll percent. Therefore, the amount questioned of TN
represents the difference between the submitted costs of MMM 2. the amount
derived by audits of INIEEE. The labor burden costs per audit of NG vee
derived by applying the audit recommended labor burden rate of Il percont to the
recommended divect labor costs of NGNGB

Submitted costs were based on applying the Il percent overhead rate per contract terms
to submitted direct costs. The cost questioned adjustment amount of_
represents the difference between the submitted costs of [ 21.d audit
determined amount of IR, The overhead costs por audit of I were
derived by applying the comtract overhead rate of [l percent to the recommended direct
costs of

The submitied costs were based on applying the [l profit rate per contract terms fo
submitted direct and overhead costs. The cost questioned amount of_rcprcsents
the difference between the submitted costs of NI and audit determined amount of

. 7 profit costs per audit of N were derived by aifiying the

contiact profit rate of I to the recommended costs of]

cost

Page S of §
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