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Thames River Bridgé Projeet

Audit of Contract Modification]j

Executive Summary

We completed an audit of confract modificatior T'his agreement modified contract
numbe: etween Amtrak and which
Amfrak executed for the rehabilitation of the go located i New London
Comnecticut, Amtrak approved the modification (Modification N in For
tequired additional work on two bridge piers including additional reinforeing steel, and incrcased
conereto strenithening. The modification was executed for u not-to-exceed amount of

Owr audit objective was to determine if the cost or pricing data submitted by nsupport of

the modification cost was acourate, complete, and curtent. The audit was performed in the winter of
2008 ﬂH regional office it The audit scope encompassed all cost
accouniing and financial information necessaty to complete the audit objective. In accomplishing

the audit objective, we reviewed incuired cost for cost elements submitted for the contract
modification,

The results of our review indicated thatmubmitted cost ot pricing data was not entiyel
accurate, complete, or cutrent, 'We identified adjustments that increased and decreased#
submitted costs resulting in a conclusion that Amitrak is due a net decrease in the cost of the
modification in the amount of $7,638,
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I BACKGROUND

In July 2005, Amtrak personnel asslgned to the Thames River Bridge vehabilitation project asked
{0 obtain the services
of a geotechnioal consultant for the purpose providing recommendations for atresting unexpected
movement of two bridge plers, ntered into agreement with
— to perforin this task nvesligated possible solutions for the stabilization of
the piers throughout the second half of calendar year 2005. As a part of its investigation, .
developed theoretical loads for the existing piers and proposed pile foundations for the two piets,
-proposal was presented to the project desiguer, -wlaich made several significant
vovisions to the origlnal contract drawings and speoifications, The revisions resulted i a need to
modify the bridge rehabilitation project to increase reinforeing steel, post tensioning, and
strongthen concrete fox two piets.

- performed the additional work and submitted an invoice to Amivak i
The submitted invoice which totaled was prepaved on a cost plus basis as prescribed
in the contract between Amtrak and Amtrak executed modification
nambe for the extra work.

I,  OBJECTIVE

The objective of this audit was to deteumine if the cost or pricing data that ubmitted in
suppoxt of the price -of contract modification n was accurate, complete
and current and to determine if Amtrak is entitled to a reduction in the modification price, A
olause Jncfuded fn Amtrak’s contract with [Jentitled "Changes in the Work? (Section 41.8)
requires the prime contractor and subcontractors to cettify that the cost or prleing data submitted
in support of a modification is accurate, complete, and current.  This clause also states thatin the
event that contractor cextified cost or pricing data is subsequently found to be inaccurate,
ingomplete, or not current, Amirak is entitled to a reduction in the modification price equal to the
difference between the modification price and the pylce that the change order would have been,
had the contyactor submitted accurate, complete, and current data,
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I, SCOPL

The seope of out audit of contract modifcatio | cocompassed
m submlssion of documentation sapportin costs for
the extra work performed to modify two bridge plevs,

We conducted this performance audit In accordance with genetally accepted government
auditing standards, Those standards require that we plan and pexform the audit to obtain
sufficlont, appropiiate evidence to provide a reasonable basis fox our findings and conclusions

based on ouy audit objectives. We bolieve that the evideuce obtained provides a reasonable basis
for our findings and concluslons based on our audit objectives.

1V, SPECIAL CIRCUMSTANCES AFFECTING THIS EVALUATION

We considered Iotter datedm recommending payment of
. as acceptance of the technical and quantitative aspects of

ubmission,

V., METHODOLOGY

Our methodology included a teview of documentation submiited it suppott of the elaimed costs,
as well as, interviews of Amtrak project personnel and -epresentat‘wes.

VI  EVALUATION OF INTERNAL CONTROLS

We did not reviequystem of internal controls. We coneluded that the audit objective
could be achieved more efficiently by performing substantive audit testing, We also deterinined

that— cost system provided adequate segregation of costs ineurred for the exfra work
petrforied fiom costs incurred for ongolng base contract work,

VI, PRIOR AUDIT COVERAGE

This Office of Inspector General completed an audit of a-comract modification (Audit
Report Numbes 306-2006) which was exeouted to perforin conctete borings needed o evaluate
bridge piers—ubmitted cost data for the conotete boring modification was not
considered entively accurate, complete, or current,. We questioned $16,000 which included
overstated material, labor, equipment and subgontyactor costs, ‘We are currently auditing a
_yroposed modification for a grouting project to stabilize two bridge pless,
Preliminary results of the audit of grouting costs of include findings pertaining to overstated
subcontractor costs; extended overhead labor costs; and, unallocable performance bond costs,
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VIII. KINDINGS AND RECOMMENDATIONS

Finding1 [ S ubmitted Cost or Pricing Data Was not Fully
Compliant with Contract Tornis.

Discussion

ubmitted cost or pricing data used to support the costs of the bridge pler modifioation
price o vas not consldered entirely aceurate, complete, or current as required by
General Provisions Section 41.8.  Woe identified adjustments that increased and decreased
Ctanbro’s submitted costs resulting in a conclusion that Amtrak is due a net decrense in the cost
of the modification in the amount of $7,638. Details of the recommended adjustinents are

prosented In the Appendix of this repott.

Recommendation

Awmtrak should pursue a price reduction of contract modiﬁcation-n the amount of
$7,638 in accordance with contract genetal provisions sectlon 41,8,

Management Response

The Contracting Agent, Contracting and Materials Management responded to the draft repost by
stating that “No exceptions ate taken to your findings and/or conclusions at this point in fime.”

This concludes our tepott,

Audit Staffs

1, Supesvisor - Audits

A

oy P, Wiegand
Senior Director — Audits
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Appendix A

Contract Modificatiox.
Analysis of Modification Price

Audit
Cost ] Costy Recommended
Iilement Subanission Questioned Costs Nofes
Direct Matetlal $ e - !
Direct Labor .

Labor Indjrect Costs
Costs Owned Equipment —
Subtotal |
Ovethead @

Subtotal

Profij .- : .
B 0 Costs

Subeontractor

Matk-up on Subs@

Rental Bquipment

3
I
nr
>
>
- ,
R

Totals

*Dlffers from submitted costs by $.01 due to rounding
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Notes:
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The submitted costs represent paid invoices for the piey modifications, The upward
adjustment in the amount—2 represonts material costs which were jucorrectly

submiited as subcontract costs, See nofe 4 Subconiract costs.
The submitted costs were based on applying the % overhead rate per contract teyms o

submitted direct costs. The cost questioned upward adjustment amount o
represents the difference between the subnitted costs of : -and audit
determined amount of 3

The submitted costs were based on applying the % profit rate per coniract terms to

submitted direct and overhead costs, The cost questioned upward adjustment amount of
ind audit

eprosents the difference between the submitted costs of §

determined amount of .
The submitted costs of ¢ ‘represend subcontvact costs for

nd material costs Incorrectly submitted as subconivact costs. The cost
questloned amount represents the difference between the submitted amount and audit
determined amount of or subcontractoy costs, We considerec
the amount questioned to be material costs incorrectly submitted as subcontractor costs.

Seenote 1.

. The submitted costs were based on applylng the % mark-up rate I)er contract terms to

submitted subcontractor costs, The cost questioned amount o epresen(s the
difference between the submitted amount of vand the audit determined amount
of !, which was devived by applying the mark-up rate of & o the audit

determined subcontractor costs of
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