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INDOT CHANGE-ORDERS AUDIT 
 
Inspector General David O. Thomas, with the assistance of State Board of 
Accounts Field Examiner Patti Serbus, reports as follows: 
 
 This report addresses an audit by the Office of the Inspector General 

(OIG) with the assistance of the State Board of Accounts (SBOA) regarding OIG 

recommendations from a report issued by the OIG on October 27, 2005 regarding 

the change-order process by the Indiana Department of Transportation (INDOT). 

 A “change-order” is a billing procedure where a private contractor submits 

to an INDOT project engineer an invoice for payment for additional work in a 

construction contract due to the unexpected nature of the additional work.  

 The OIG was critical of INDOT in its October 27, 2005 report for 

authorizing change-orders that were unnecessary, including improvements to a 

house that served as a field office.  These expenditures of state money through 

change-orders included the purchase of a new patio deck, interior remodeling, 

landscaping, an air-conditioning unit and aluminum siding. 

The allegations for the original investigation were reported to the OIG by 

INDOT internal investigators, and two INDOT employees were terminated for 
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abuse related to the report. 

 Multiple recommendations to INDOT were made by the OIG pursuant to 

IC 4-2-7-3(2) in order to prevent similar future waste.  This report reflects the 

progress made by INDOT since the issuance of that report. 

INDOT officials were cooperative in this follow-up investigation. 

The OIG is charged to investigate and recommend changes to state 

agencies to help prevent fraud and waste.  IC 4-2-7-2. 
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 The first recommendation was to impose better controls on the change-

order process, so as not to circumvent procurement, contracting or budget rules. 

The OIG suggested that an experienced engineer outside the district should 

approve the change-order, or that a designated engineer at the central office in 

Indianapolis approve the changes. 

 INDOT has substantially complied with this recommendation.  INDOT 

responded to this recommendation from October of 2005 by implementing new 

written policies regarding change-orders, effective July 1, 2006.  See Exhibit A, 

attached (Policy for Construction Change Orders on Highway Construction 

Contracts, specifically sections 1.3, 1.16, 1.19 and 2.2). 

 This new policy first removes the Project Engineer, the INDOT employee 

in the field having daily interactions with the contractor, from the approval 

process.  This first level of approval now begins with the District Engineer, the 

supervisor of the Project Engineer. 
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Secondly, a change order must be approved by a second person, a Project 

Manager, who is a district or central office employee.   

Although not mirroring the suggested method by the OIG that a central 

office employee approve the change order, INDOT initiated a new written 

procedure that removes the previous approving INDOT employee in the field and 

imposes two approvals to the process, thereby complying with the 

recommendation that  INDOT “impose better controls on the change-order 

process, so as not to circumvent procurement, contracting or budget rules.” 
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The second recommendation was that the change order documentation and 

invoice be itemized, rather than generically referring to the change order work to 

be performed generically as “administrative expenses” as was previously found in 

the original investigation. 

We found compliance on this recommendation, as well.  The SBOA at the 

request of the OIG performed an audit on this issue, randomly selecting 60 change 

orders processed after the release of the OIG report in 2005 and implementation 

of the new policies addressed above. 

Each of the 60 change orders reviewed by the SBOA complied with the 

OIG recommendation that the documentation itemize the specific work to be 

performed, the need for the work and why the change was unanticipated.  These 

documents were also properly signed by the INDOT employees in the new policy. 

We further found that INDOT instituted a written “Checklist” to be 
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followed during the change order process in order to insure compliance with the 

new policy.  See Exhibit B, attached. 
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The third recommendation was for INDOT to adopt a rule or agency 

policy that prohibits any private work by a contractor working on an INDOT 

project for the project engineer or family members. 

INDOT has followed this recommendation by implementing a new written 

agency policy.  See Exhibit C, attached. 
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The fourth recommendation was that INDOT issue a policy that INDOT 

Project Supervisors have no contact with contractors bidding on projects prior to 

the completion of the job bidding process. 

 INDOT has implemented this recommendation and implemented a new 

written agency policy.  See Exhibit D, attached. 
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 The fifth recommendation was that INDOT create and maintain a written 

inventory by the INDOT Project Engineer logging all purchases during the course 

of the project, with the inventory being filed with the Area Engineer. 

 This recommendation arose from the situation in the original report where 

change orders were being used to purchase tangible items such as tractors, mobile 
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radios, lawnmowers and snowblades which became subject to misappropriation at 

the end of the contract. 

 The OIG finds substantial compliance with its recommendation.  A new 

policy issued by INDOT in response to this recommendation restricts the 

purchase of equipment that would remain the property of the state.  See Exhibit A, 

Policy 1.10. 
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 The sixth recommendation was that INDOT consider returning to the 

policy of leasing mobile homes for field offices as opposed to purchasing real 

property.  

It was alleged in the recommendation that the convenience and the 

opportunity for abuse would be greatly diminished, especially when maintenance, 

yard work, insurance, and utility expenses are greater with a purchased home. 

 This recommendation has been implemented.  INDOT has responded that 

it does not wish to pursue the purchase of real property for field offices. 

 This was corroborated by the SBOA audit which found no instances of 

real property purchases during the audit of the 60 change orders. 
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 The seventh and final recommendation was that INDOT seize and 

inventory the house and other purchases in order to avoid further financial loss to 

INDOT and the State of Indiana. 
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 This has also been accomplished.  INDOT advises that the house was sold 

at public auction on October 26, 2006, for $80,000.  After administration 

expenses, $77,311.92 was returned to the State Treasury.  This is verified through 

documentation.  See Exhibits E (closing statement) and F (quitclaim deed). 

 All recommendations having been implemented, this follow-up 

investigation is closed. 

 Dated this 16th day of April, 2009. 

 
 
      
     __________________________________  
     David O. Thomas, Inspector General 
 
Exhibit Summary: 
 
Exhibit A: 
Policy for Construction Change Orders on Highway Construction Contracts, 
specifically sections 1.3, 1.16, 1.19 and 2.2 
 
Exhibit B: 
Checklist for change-order process 
 
Exhibit C: 
Policy for Conflict of Interest Restrictions for INDOT Employees regarding 
contracting for private work 
 
Exhibit D: 
Policy for Conflict of Interest Restrictions for INDOT Employees regarding 
divulging information to contractors  
 
Exhibit E: 
Closing statement 
 
Exhibit F: 
Quitclaim deed 
 

 6



mhauger
Typewritten Text
Exhibit A















mhauger
Typewritten Text
Exhibit B



mhauger
Typewritten Text
Exhibit C







mhauger
Typewritten Text
Exhibit D





mhauger
Typewritten Text
Exhibit E



mhauger
Typewritten Text
Exhibit F


	2005 01 0043 INDOT change 3.pdf
	INDOT_A
	scan0001
	scan0002
	scan0003
	scan0004
	scan0005
	scan0006
	scan0007

	INDOT_B0001
	INDOT_C0001
	INDOT_D0001



