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Scope 

The scope of the audit is active and closed contracts from FY2022 through FY2023. 
 

Methodology  

To achieve the audit objective, OIG’s audit methodology was as follows: 
 
 Researched background information about WMATA’s contract modifications and change 

order processes by reviewing WMATA’s procurement policy and procedures, WMATA’s 
procurement memorandums, WMATA’s procurement-related program office policies and 
procedures, federal procurement and contract modifications guidance, PeopleSoft 
procurement system manual, and industry construction change order best practices.  

 Reviewed prior audits prepared by OIG, Audit & Compliance, and other transit agencies. 

 Performed interviews, walkthroughs, and follow-up discussions with WMATA personnel at 
various departments to understand WMATA’s contract modifications and change order 
processes and documented the discussions. 

 Performed interviews with an external agency to obtain their insight, best practices, and 
background on their contract modifications and change order processes, specifically for 
architectural and engineering contracts. 

 Identified and documented entity and process internal controls for WMATA’s contract 
modifications and change order processes through narrative, flow chart, and risk control 
matrices.  

 Obtained a contract population and selected a sample of WMATA contracts. The sample was 
judgmentally selected based on contracts with the highest modification amount. 

 Performed testing and analysis of the internal controls for contract modifications and/or 
change orders for a sample of 11 WMATA contracts.  

o The sample of 11 WMATA contracts tested were part of each of the contract categories 
at WMATA, which were Bus, Rail, IT, Construction, and Business Administration.     

 

Generally Accepted Government Auditing Standards (GAGAS) Statement 
 

We conducted this performance 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.
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Federal Transit Administration’s (FTA’s) Third Party Contracting Guidance 
 
According to FTA’s Circular FTA C 4220.1 F for federal contracts, WMATA must perform a cost 
analysis or price analysis in connection with every procurement action, including contract 
modifications. The method and degree of analysis depends on the facts and circumstances 
surrounding each procurement. Still, as a starting point, the recipient of federal funds must make 
independent estimates before receiving bids or proposals. 
  
Cost Analysis - Circular FTA C 4220.1 F states:  
The recipient must obtain a cost analysis when a price analysis will not provide sufficient 
information to determine the reasonableness of the contract cost.  The recipient must obtain a 
cost analysis when the offeror submits elements (that is, labor hours, overhead, materials, and 
so forth) of the estimated cost (such as professional consulting and A&E contracts, and so forth).  
The recipient is also expected to obtain a cost analysis when price competition is inadequate, 
when only a sole source is available, even if the procurement is a contract modification, or in the 
event of a change order.  The recipient, however, need not obtain a cost analysis if it can justify 
the price reasonableness of the proposed contract based on a catalog or market price of a 
commercial product sold in substantial quantities to the general public or based on prices set by 
law or regulation.7 
 
WMATA’s Procurement Best Practices Manual (BPM) 
 
WMATA’s BPM provides the following guidance for contract modifications: 
- Contract Modifications: For additional work or work outside the scope of the contract, the 

Authority shall not be responsible for any costs incurred unilaterally by a contractor for any 
additional work, or other actions by a contractor outside the scope of the written contract and 
written contract modifications signed by the Contracting Officer. A contractor shall not rely 
upon any written or oral statements or directions of employees or agents of the Authority 
other than the Contracting Officer for authority to perform work, alter schedules or 
specifications, or any other action that would normally require a written contract modification. 
 

- Ordering Procedures: Individual orders shall clearly describe all services to be performed or 
supplies to be delivered so the full total cost or price for the performance of the work can be 
established when the order is placed. Orders shall be within the scope of the contract, shall 
be issued within the period of performance, and shall establish a maximum dollar value or 
fixed price beyond which the contractor is not obligated to perform without its agreement.  

 
7 Circular FTA C 4220.1 F, Ch. VI.6, p.22 (Rev. 4, Mar. 18, 2013). 
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- Orders Under Multiple Award Contracts 

• Orders exceeding $10,000 but less than $5 million - These orders should be placed on 
a competitive basis that includes providing a fair notice of the intent to purchase, a clear 
description of the supplies or services to be procured, and the basis upon which the 
selection will be made. Cost or price will be one factor in the selection decision. Other 
factors may include the contractor’s particular qualifications for the work, schedule, and 
contractor availability, past performance, the contractor’s description of how it would 
accomplish the work, and minimum order requirements. All contractors should have a 
fair opportunity to submit an offer and have that offer fairly considered. The Authority 
will have broad discretion to select the awardee. The basis for the award for the order 
shall be documented. Formal evaluation plans or scoring of quotes is not required. 

• Orders exceeding $5 million - For task or delivery orders over $5 million, Contracting 
Officers must provide a clear statement of the Authority’s requirements, a reasonable 
response period, and a disclosure of the significant factors and subfactors, including 
cost or price that the agency expects to consider in evaluating proposals and their 
relative importance. Contracting Officers may consider past performance on earlier 
orders, potential impact on other orders, and minimum order requirements.  
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According to WMATA’s PeopleSoft Enterprise Manual8, the procurement accounting system 
stated that it should have: 
 
• Effective contract management requires the ability to analyze contracts quickly and to easily 

gain insight into the specifications of the contract. A Contract Summary should provide a 
more detailed view of contract specifications, such as products or services being sold, as well 
as the value of the contract. Pages from the summary should enable a user to review contract 
details. 

• A contract amendment is any change made to an active contract, altering certain obligations 
and entitlements. An amendment could include modifications to the data contained in the 
contract, limit changes, changes to withholding terms and conditions, and changes to 
progress payment terms. Amendment processing should create an audit trail, as well as a 
historical record of certain changes made to the contract throughout its life cycle. 

• Contract summaries are vital pieces of information for all organizations. A Review Contract 
Summary page should display existing contract-related information, such as where the 
contract is in its life cycle, associated amendments, and contract amounts (including total 
amount invoiced, total cash collected, total revenue recognized, and total forecasted 
revenue). 

• The information within a contract controls multiple business processes. Users within different 
departments might be responsible for setting up a contract, administering the billing for the 
contract, administering the revenue recognition for the contract, and processing any 
amendments for that contract. 

 

 
8 PeopleSoft Enterprise Manual, p.24, “Peoplesoft Enterprise Contracts for Government Contracting 9.1 PeopleBook.” 
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Federal Transit Administration’s (FTA’s) Third Party Contracting Guidance 
 
According to FTA’s Circular FTA C 4220.1 F for federal contracts, WMATA must perform a cost 
or price analysis in connection with every procurement action, including contract modifications. 
 
WMATA’s BPM 
 
1. According to WMATA’s BPM9, Contract Administrators must assemble all relevant written 

records for all procurements. The procurement record includes all relevant documentation 
including, but not limited to, the rationale for the method of procurement, selection of contract 
type, contractor selection, basis for contract price, the independent cost estimate, and cost 
or price analysis.  

 
2. According to WMATA’s BPM10, the head of each Program Office performing contracting or 

contract administration functions shall generally establish files containing the records of all 
contractual actions pertinent to that office's responsibility according to the following rules: 

 
• The documentation in each contract file maintained by Procurement shall be sufficient to 

constitute a complete history of the transaction for the following purposes: 
 Providing a complete background as a basis for the decisions made at each step of 

the procurement process;  
 Supporting actions taken;  
 Providing information for reviews and investigations; and  
 Furnishing essential facts in the event of litigation.  

 
• Files to be established include, but are not limited to:  
 A file for canceled solicitations;  
 A file for each contract; and  
 A separate Contracting Officer’s Technical Representative or Contracting Officer’s 

Representative file. 
 
 
 
 
 

 
9 WMATA’s Office of Procurement and Materials Best Practices Manual, Version 0.0, dated April 15, 2022, Section 2-15 “Procurement Record and Checklist”, p.46.   
10 WMATA’s Office of Procurement and Materials Best Practices Manual, Version 0.0, dated April 15, 2022, Section 18-9 “Authority Contract Files”, p.308.   






















