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Hard Bid Change Orders – Ocoee ES and Pineloch ES 
 

BACKGROUND 

The District has utilized hard bids for several major construction projects in an effort to control 
costs. Hard bids, fixed price, lump sum or stipulated sum contracts are not subject to adjustment 
based on the cost or performance of the contractor. It places most of the risk on the contractor 
for all costs and the resulting profit and loss. It maximizes the contractor’s incentive to control 
costs and perform effectively. 

Change orders to the joint contract with McCree Design Builders, Inc. for Ocoee and Pineloch 
elementary schools were reviewed. The original contract price for the projects was 
$21,462,243. There were 49 change orders for this joint project, 27 for Ocoee ES and 22 for 
Pineloch ES. The adjusted final contract amounts were $10,867,277.32 and $10,798,019.54 
for Ocoee and Pineloch, respectively, which calculates to an increase of $203,053.86 in the 
contract price. The gross project square footage was 88,220 SF for Ocoee and 89,420 SF for 
Pineloch. The costs per square foot for Ocoee ES was $123.18 and the costs per square foot 
for Pineloch ES was $120.76. 

 

OBJECTIVES, SCOPE AND METHODOLOGY 

OBJECTIVES: 

The audit objectives included an evaluation of effectiveness, efficiency, internal controls and 
compliance to assist the department in attaining its goals and achieving compliance with 
applicable laws and regulations as well as district policies. Management was consulted about 
departmental concerns. Consideration was given to circumstances which may prevent the 
achievement of department goals.  

SCOPE: 

The scope of the audit was designed to ensure that the objectives would be met, considering 
the reliability and validity of information obtained from systems, records and staff. The audit 
scope included all change orders for the joint projects – Ocoee ES and Pineloch ES. 

METHODOLOGY: 

Our audit was conducted in accordance with the International Standards for the Professional 
Practice of Internal Auditing of the Institute of Internal Auditors and included such procedures 
as deemed necessary to accomplish audit objective. Internal Auditing is an independent, 
objective assurance and consulting activity designed to add value and improve an 
organization’s operations. It helps an organization accomplish its objectives by bringing a 
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systematic, disciplined approach to evaluate and improve the effectiveness of risk 
management, control, and governance processes. We are required to note any material 
deficiencies in accordance with Florida Statutes, School Board Policy and sound business 
practices. We also may offer suggestions to improve controls or operational efficiency and 
effectiveness. 

 

FINDINGS AND RECOMMENDATIONS 

 

Project Files                                                                                                           
The project files for these two projects were not complete or accurate. The Facilities Services 
Department’s project files contained 37 change orders for Ocoee ES and Pineloch ES. The 
electronic project files on the Facilities server also had 37 change orders for these projects. 
However, there were actually 49 change orders for the projects. There were also 30 
Construction Change Directives (CCD), while only ten CCD’s were noted in the project files in 
the Facilities Services department’s records. 
 
The Facilities Services department’s project files and the server should contain complete and 
accurate records of all changes to the Construction Contractor (CC) contract. These records 
are the basis for all records searches, management reviews and audits. The project 
management team should verify that all changes to the contract amount have been documented 
in the files.  The benefit to management will be a stable and reliable records environment which 
will lend itself to internal and external review and audit. 
 
Contractual Terms 
The Hard Bid contract, in section 12 “Changes in the Work,” does not provide enough direction 
or authority to the district’s construction management team to effectively oversee and control 
change order costs. The section provides detailed pricing guidelines only for changes to the 
contract amount that occur “in the event the owner and construction contractor are unable to 
mutually agree on the change.” The contract document should provide pricing guidelines to 
control change order costs in all situations. The contract used for these two projects allows an 
approved change order amount to be treated as if it were a lump sum impeding verification of 
costs and recovery of any overcharges.  
 
It will be beneficial for the Hard Bid Contract to be revised. The section that provides pricing 
guidelines for changes in the work should apply to all change order situations that may be 
encountered. There should be a maximum markup that would apply in all situations. Pricing 
guidelines should not be ambiguous and they should be consistent from type to type. 
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This Hard Bid contract, in Exhibit B – Supplemental Terms and Conditions section 5., 5.5 says 
that a “Job Ledger shall be maintained as necessary . . . to provide construction cost 
accountability for general conditions work, on-site reimbursable expenses and costs requiring 
accounting needs.” The Job Ledger should have been prepared by the general contractor and 
a copy should have been made available upon request to the project management team. We 
found no evidence of a Job Ledger in the project files or attached to the change order 
documentation. 
 
The Job Ledger should have been maintained by the general contractor for this project and 
obtained by the project management team in the course of performing its oversight of the 
contractor. This would have been of benefit to district project management personnel in 
ascertaining the actual cost of changes and it would improve cost accountability.  
 
Contracts 
The project team should review and become familiar with contract documents, especially 
provisions dealing with allowable costs and cost accountability measures. OCPS contracts are 
standard for the construction area. The project management team could stay up to date with 
periodic contract revisions by periodically obtaining refresher training from the Facilities and 
Construction Contracting department when new, revised or expanded contract articles are 
added. 
 
 
We would like to acknowledge and thank the staff of Facilities Services and Facilities and 
Construction Contracting for their assistance and support that was received during the audit. 

 Alva Johnson, Internal Auditor 
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