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This Final Audit Report entitled, Review of the PeopleSoft Remediation
Project, presents the results of our audit. The objectives of the audit were to
determine whether the Washington Metropolitan Area Transit Authority’s
(WMATA) PeopleSoft Remediation Project is following a sound system
development approach and meeting program expectations.
BACKGROUND
In 2001, WMATA’s Board of Directors (Board) directed that a comprehensive
technology strategy be developed and that $60 million be allocated in capital
funds to execute this strategy. The initiative, the Information Technology
Renewal Program (ITRP), was designed to replace old, inflexible, nonintegrated, legacy and mainframe business and technology systems with
modern and fully integrated web-based client server systems. These ITRP
systems consisted of: (1) Bus and Rail Scheduling and Dispatch, (2)
Accounting, Budget, Capital plus Procurement (ABC+), (3) Manager for
Maintenance, and Material Management and (4) Human Resources and
Payroll.
In December 2002, WMATA contracted with Booz Allen Hamilton (BAH) to
provide system configuration, installation, and data migration services to
transition WMATA to a client-server environment. BAH recommended that
WMATA integrate its existing human resources, payroll, accounting, budget,
and procurement systems into PeopleSoft, because it purportedly provided a
systematic solution that would support all of WMATA’s operational and business
systems. WMATA accepted the recommendation and invested approximately
$48 million in the PeopleSoft integration, which took over three years to
complete.

Subsequent to the 2002 integration, WMATA awarded a time-and-materials
contract (Contract No. 0000009017) on July 20, 2006, to Optimos, Inc., to
provide post-production support services for the ITRP. The original contract
cost was $495,724.80.
During this post-implementation phase, WMATA user groups, composed of
cross-functional personnel, complained of performance issues with the
PeopleSoft software. According to Department of Information Technology (IT)
personnel, users were not involved in the planning and development process of
the PeopleSoft implementation. As a result, users believed that WMATA’s core
business processes were not addressed. In addition, the Chief Financial
Officer at the time was not satisfied with PeopleSoft and wanted to select a
different vendor and software.
After WMATA hired a new Chief Information Officer (CIO) in March 2007, a
decision was made by IT to modify the existing contract with Optimos, Inc. IT
asked the contractor to assess PeopleSoft and to identify the system problems
and resolve them. According to a 2007 presentation made by IT to the General
Manager, WMATA decided to remediate because the initial PeopleSoft
implementation was in danger of failing. As a result, IT decided to remediate
PeopleSoft. WMATA estimated approximately $10 million for the whole effort,
which was supposed to encompass: (1) Human Resource and Payroll (HRPR),
(2) Budget, (3) Finance, (4) Procurement, and (5) Fixed Assets.
The $10 million does not include the $5 million for the Financial Systems
Integration Project that will be funded under the America Recovery and
Reinvestment Act (ARRA). To date, IT has only undertaken and completed the
remediation of HRPR. IT estimated the HRPR portion would cost $4 million,
and that this project would be completed in one year. The HRPR remediation
began in June 2007 and was to be completed in June 2008. Since IT has only
completed the remediation of HRPR, we limited our review to that project
(hereafter, “HRPR Project”).
WMATA modified the Optimos contract 11 times, increasing the base contract
by $7,333,116.04 (from $495,724.80 to 7,828,840.84). 1 Five modifications of
the 11 modifications, totaling $2.3 million to the base contract (Contract No.
0000009017), were largely to initiate and carry out the PeopleSoft Remediation
Project (see Attachment I). IT divided the HRPR Project into three phases,
with projected or expected services (see Attachment II).

1

In an August 30, 2007, memorandum, the Office of Procurement & Materials (PRMT) analyzed this
Optimos contract and concluded that its original intent had been exceeded through use of excessive
modifications (with “no end in sight”), including out-of-scope services, such as the PeopleSoft
Remediation Project.
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According to the Statement of Work (SOW), the objective of the HRPR Project
was to deliver to WMATA additional benefits offered by the PeopleSoft Human
Capital Management (HCM) Software. The overall scope of the project
included:
•

Redesign of the HR Position Management Process;

•

Improvement of the organization of existing HR Data;

•

Automation of a target group of manual Personnel Action
Requests;

•

Replacement of the Detail-to-Gross (DTG) and Electronic
Timesheet System (ETS) with PeopleSoft Time and Labor and
Kronos Clocks;

•

Training of Metro personnel for the items in the SOW; and

•

Automation of the prior-period time adjustment process and
selective automation of the payroll retroactive process.

On January 28, 2008, WMATA awarded another time-and-materials contract to
Optimos (Contract No CQ8057) to continue the PeopleSoft remediation effort.
The original cost of this contract was $305,000. Six modifications were made
to this contract to provide remediation services, which increased the contract
cost by $4,332,838.47 (from $305,000 to $4,637,838.47).
By March 2009, IT had spent approximately $6.9 million on the HRPR Project.
This amount represented approximately 69 percent of the approximately $10
million budgeted for the entire PeopleSoft Remediation Project. Further, the
$6.9 million expended was approximately $2.9 million more than the initial
estimated cost of $4 million for the HRPR Project. The PeopleSoft HRPR also
took approximately 21 months to complete, 9 more than what was originally
projected.
AUDIT RESULTS
We found that WMATA did not follow a sound system remediation
methodology on the HRPR Project. IT did not adequately: (1) conduct a cost
feasibility study, (2) conduct an assessment of alternative solutions, 2 and (3)
develop system requirements. IT also did not (1) develop a project master

2

Alternative solutions are feasible options to the remediation project. For example, IT could
have considered the feasibility of upgrading the current system with a more current system,
out-sourcing certain functions of the system or other options that may be available. Generally,
these alternatives would be identified in planning and an evaluation to ensure the organization
receives the best value and function for the money.
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plan, (2) develop and implement a risk management program, and (3) develop
and establish project phase approvals for the HRPR Project.
In addition, we found that IT did not meet its program expectations for the
HRPR Project of completing the project within the $4 million estimated project
cost and in one year. The cost and time overruns occurred because IT did not
properly oversee the project. Specifically, IT did not implement critical project
management processes, establish realistic time frames for the HRPR Project,
and track project costs to ensure that the remediation efforts would effectively
meet business users' needs. In addition, the procurement vehicle used to
acquire the services (time-and-materials contracts) and budget process may
have contributed to the overruns.
As a result, WMATA experienced
approximately $2.9 million in cost overruns and numerous project delays.
The General Manager had issues with “some aspects” of our two findings in his
October 2, 2009, response to a draft of this report. However, management
agreed with all of our recommendations and provided some corrective actions
that they have or intended to implement. Management stated that the urgency
of the PeopleSoft Human Capital Management (HCM) problems made it
unfeasible to implement a “single, integrated, best practice software
development methodology” before repairing the PeopleSoft HCM system.
After starting the HRPR project, the CIO instituted equivalent interim system
development standards.
The complete text of the General Manager’s
response is included as attachment 3 of this report.
We disagree with management’s assertion that its interim measures were
sufficient. IT was unable to provide sufficient documentation to demonstrate
that it utilized any structured process. The practices cited by management,
even if they were used, were not uniform standards, but rather ad hoc activities
that were not equivalent to industry recognized standards.
We also disagree with management’s assertion that “[p]roof of the adequacy of
the interim equivalent standards used in the project is in the project’s
successful outcomes,” given that the project suffered from a 9-month delay and
almost $3 million cost overrun. Finally, management asserts that it has
permanent systems in place now to address our concerns. Since these
systems were not in place during the time of our audit, we will consider
reviewing them in the future. We did not change our findings as a result of the
General Manager’s comments.
Finding 1 – IT Did Not Follow a Sound System Remediation Methodology
We found that IT did not adequately follow a sound system remediation
methodology approach for the HRPR Project. As a result, the project
experienced cost overruns of approximately $2.9 million and took
approximately 9 months longer than expected. A sound system development
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methodology, among other things, includes: (1) conducting a cost feasibility
study, (2) conducting an assessment of alternative solutions and (3) developing
system requirements. WMATA did not place a strong emphasis on developing
and implementing a formal structured approach for system development.
No Cost Feasibility Study–We found that prior to initiating the HRPR Project,
IT did not conduct a cost feasibility study. IT’s decision to implement an IT
solution that was not based on a cost feasibility analysis resulted in WMATA
not having assurance that the most cost effective and efficient approach was
taken when IT decided to remediate HRPR.
COBIT 3 section AI1.6 states: “an organizations system development life cycle
methodology should provide for an analysis of the costs and benefits
associated with each alternative being considered.”
The IT Chief of Application Development & Operations stated that prior to
starting the PeopleSoft Remediation Project; the PeopleSoft Steering
Committee 4 (Steering Committee) held discussions on the costs and benefits
of the project. According to this individual, the Steering Committee reasoned
that the projected cost of remediation was justified because WMATA had
already invested over $48 million in PeopleSoft, and they did not want to lose
that investment. However, we found that the Steering Committee’s analysis
did not take into consideration that the estimated cost presented to them for
remediation was only for the remediation of the HRPR Project and not for the
entire PeopleSoft system software (HRPR, Budget, Finance, Procurement and
Fixed Assets Systems). The analysis also did not include any examination of
costs and benefits of any alternative solutions.
For example, the Steering Committee did not fully consider WMATA’s cost of
investment in the Kronos Time and Attendance System. 5 WMATA had
awarded a consulting contract to implement the Kronos System, which was
designed to address several of the same HRPR issues as the HRPR Project.
According to IT personnel, Kronos provided a better solution for the time and
labor process given WMATA’s union work rule and pay rule complexities.
According to a June 14, 2007, email, the Chief of Application Development &
Operations was instructed by the Steering Committee to immediately stop the
Kronos System Project.
3

COBIT is an IT governance framework and supporting toolset that allows managers to bridge
the gap between control requirements, technical issues and business risks. COBIT enables
clear policy development and good practice for IT control throughout organizations. COBIT
emphasizes regulatory compliance, helps organizations to increase the value attained from IT,
enables alignment and simplifies implementation of the COBIT framework.
4
The Steering Committee consisted of WMATA’s Assistant General Managers (AGM) and user
management members involved with the remediation project.
5
Kronos is workforce management software that specializes in time and attendance,
scheduling, absence management, HR/PR, Hiring and Labor Analytics. WMATA was
implementing the Kronos system prior to their decision to remediate PeopleSoft HRPR.
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By this time, IT had expended approximately $1,200,532 on Kronos, and the
project was approximately 95 percent completed. IT transferred $392,370 of
the remaining Kronos budgeted funds to the PeopleSoft Remediation Project.
The Chief of Application Development & Operations informed us that the
Steering Committee decided to halt the Kronos project because they believed
the Kronos software substantially duplicated the PeopleSoft Time and Labor
software. He also stated that the Steering Committee wanted to eliminate
additional maintenance fees and labor costs by moving forward with the
PeopleSoft solution. However, no formal cost study was conducted to verify
those assumptions. Furthermore, we found that IT and/or the Steering
Committee did not provide any written documentation justifying its action to
stop and eliminate the Kronos implementation or any other actions to consider
whether Kronos or another alternative solution would not have been able to
meet the business needs of its users in a more cost effective manner.
Inadequate Assessment of Alternative Solutions –In addition to the Kronos
software discussed above, we found that IT did not adequately consider the
merits of upgrading version 8.8 of PeopleSoft to version 9.0 prior to their
decision to remediate. IT along with the PeopleSoft Steering Committee
decided to remediate using version 8.8 and delay upgrading to version 9.0 until
after the HRPR Project was completed. According to an Oracle representative
(Oracle is the vendor for PeopleSoft), PeopleSoft version 9.0 was available in
2006. WMATA did not take advantage of the value and benefits of upgrading
to the newer version. As a result, WMATA will likely incur additional costs
associated with extended support service for version 8.8, maintenance, and tax
updates required to calculate employee tax obligations at a later date. COBIT
section § AI1.5 states that a organization’s system development life cycle
methodology should provide for an examination of the technological feasibility
of each alternative for satisfying the business requirements established for the
development of a proposed new or modified information system project.
In addition to above, the Chief Financial Systems Administrator provided us
with a formal assessment dated February 26, 2008, advocating upgrading to
the newer 9.0 version of PeopleSoft. The assessment was discussed with IT
staff. The assessment stated: “The WMATA user community supports the
objectives of the remediation project. At the same time, [it] recognizes that
significant value and additional benefits could be realized by first upgrading the
existing PeopleSoft Applications to the most current 9.0 release.” The benefits
from an upgrade cited in the assessment included the following:
•

Continued support for tax updates, maintenance releases and support
until 2012-2015;

•

Reduction in the number of WMATA customizations needing retrofit;
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•

Significant application enhancements (i.e. payroll & absence
management, time and labor benefits, mass updates); and

•

Reduction in costs (training, business process re-engineering.

Notwithstanding this assessment by key users, the project team decided to
remediate using version 8.8 and defer upgrade to version 9.0 to a later date.
The PeopleSoft Project Director explained that IT wanted to stay with version
8.8 because there were data integrity issues that needed to be resolved prior to
upgrading to a newer version. Specifically, the data was not accurate and
complete. He also stated that some of the customizations made during the
original implementation of PeopleSoft would have been lost if they upgraded to
version 9.0. However, based on our discussions with Oracle, these rationales
are open to question. Oracle informed us that unless significant changes were
made to the core program, customizations are easily portable to version 9.0.
When asked, the Project Director could not provide us with information on
whether WMATA’s core program had been significantly changed.
As to the data issues cited, Oracle explained that they would not have had any
significant impact on version 9.0, because the upgrade would affect the
PeopleSoft program and not the data.
We also found that since IT opted to remain with version 8.8, users have been
dissatisfied with various areas of the remediated HRPR system. For example,
users have complained about the system’s inability to record future leave
requests, approvals and processing. Furthermore, by not upgrading to the
latest version, WMATA faces the imminent prospect of not receiving software
extended support services from the vendor after December 2010 for its
PeopleSoft system.
Inadequate System Requirements – We found that WMATA did not
adequately document the system requirements for the HRPR Project. As a
result, IT did not know whether the remediated system would effectively
address end-user concerns or meet WMATA’s business needs for HRPR.
COBIT section § AI1.1 states: “[T]he organization’s system development life
cycle methodology should provide that the business requirements satisfied by
the existing system and to be satisfied by the proposed new or modified
system (software, data and infrastructure) be clearly defined before a
development, implementation or modification project is approved.”
We found that WMATA did not clearly define the system requirements baseline
for the HRPR Project. According to the HRPR Project Director, a task force
comprised of representatives from several business units reviewed WMATA’s
HRPR process and identified system requirements needed for the project. The
task force 6 along with the project team developed a remediation matrix that
6

PeopleSoft Remediation Task Force meeting held on June 26, 2007.
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identified problems and issues with the PeopleSoft HRPR process and
prioritized system issues along with the corresponding business processes.
Our review of the remediation matrix revealed that there was minimal end-user
input or involvement from the business units and a lack of Use Case
documentation. 7 We also found that business unit end-users did not formally
review or approve the final system requirements prepared during the
requirements sessions.
Discussions with task force members revealed that several business process
functionality issues discussed and documented were also not included in the
task force requirements gathering sessions.
A member of the task force
informed us that Use Case documentations developed by the task force were
never used during the requirements gathering sessions with the project team.
The failure to use the Use Case information that laid out the pre-and postconditions of each step within the HRPR business process and the failure to
adequately consider user input resulted in IT not knowing whether the
remediated system effectively addressed end-user concerns or met WMATA’s
HRPR business needs.
Furthermore, active user involvement would have fostered increased
ownership and commitment to the project so that it meets WMATA's goals and
business
needs
as
efficiently
and
effectively
as
possible.
Recommendation
We recommend that the General Manager:
1.1

Direct the Chief Information Officer (CIO) to ensure that on all future
system development projects, a sound system development
methodology, which includes conducting a cost feasibility study,
conducting an assessment of alternative solutions, and developing
system requirements, is followed.

Management Comments
Management disagreed with “some aspects” of our finding. Specifically,
management noted that it conducted a benefit realization analysis, an
assessment of alternative options, and a series of use cases, functional
requirement documents, detailed designed documents, and requirements
sessions. Management indicated that these actions were interim equivalents
to the COBIT standards OIG used.

7

Use Case documents specify required system usages. They typically are used to capture the
system requirements of what a system is supposed to do and for functional and technical work
flow design and the creation of test plans.
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Management concurred with our recommendation and commented that it has
implemented this framework for all projects initiated in FY 2010. Concurrent
with implementing the HRPR Project, IT has also developed a long-term
System Development Life Cycle (SDLC) methodology governance framework.
The draft SDLC governance blueprint is designed to support the national DOT
Intelligent Transportation Systems architectural "Systems Engineering"
framework. Management believes the draft SDLC standards are functionally
equivalent to the COBIT standards OIG proposes.
OIG’s Comment
For the reasons set out in our report, we do not agree that the interim actions
taken by IT were equivalent to the COBIT standards used by OIG. Also, IT
was not able to provide us documentation to substantiate that it conducted all
the analyses cited in management’s response. Accordingly, we did not change
our finding in this report.
The corrective actions which management has taken or plans to take should
help address our recommendation.
Finding 2 – IT Did Not Provide Adequate Project Management and
Oversight
Our review showed that there was inadequate project management and
oversight on the HRPR Project. Specifically, we found that IT did not: (1)
develop a project master plan, (2) develop and implement a sufficient risk
management program, and (3) develop and establish project phase approvals
for each phase of the remediation project. This situation occurred because
there was inadequate project management oversight of the HRPR Project. As
a result, IT has encountered project delays and cost overruns.
According to COBIT Section 10.7 [Planning and Organization], “Management
should ensure that for each approved project a project master plan is created
which is adequate for maintaining control over the project throughout its life
and which includes a method of monitoring the time and costs incurred
throughout the life of the project. The content of the project plan should include
statements of scope, objectives, required resources, and responsibilities. It
also should provide information to permit management to measure progress.”
No Project Master Plan - We found that IT did not have a project master plan
for the HRPR Project. We asked IT’s project management team for a copy of
the project master plan, and we were provided with a task list. The task list laid
out the various remediation tasks along with timelines estimated for
completion, as well as initials of team members for each task. According to the
Chief of Applications Development and Operations, the task list served as their
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project plan. We reviewed the task list and determined that it was not a
comprehensive master plan as contemplated by COBIT. The Deputy Chief of
Applications told us that the PeopleSoft project team created the task list
during the initial phase of the project, and she did not believe the task list
represented a project master plan.
For example, the task list did not contain critical information, including: (1) a
definition of the responsibilities and authorities of each project participant, (2)
milestones and checkpoints for authorizing various project phases, (3)
commitment of financial and human resources and (4) Gantt charts and
problem logs to manage the project. The above are needed to assist
management in guiding project execution and exercising control over the
project throughout its life-cycle. Additionally, the task list was not formalized
and lacked information on certain phases of the project, specifically Phases I
and III (see Attachment II).
Aside from the task list, the Chief of Applications and Operations indicated that
a Steering Committee was in place to oversee the HRPR Project. We
reviewed the minutes of the Steering Committee meetings and found evidence
of the day-to-day remediation activities conducted by the project team, but did
not see anything on how the team was actively managing the time and costs of
the project. As a result, IT experienced significant cost and time overruns on
the HRPR Project.
Inadequate Risk Management Program - We found that IT did not have an
adequate risk management program or any formal methodology to track and
manage project-related risks and their impact on the PeopleSoft remediation.
In developing a risk management program, organizations identify, assess, and
document the risks associated with the cost, resources, schedule, and
technical aspects of the project and determine the procedures that will be used
to manage those risks.
According to COBIT Section §10.10 [Planning and Organization], management
should implement a formal project risk management program for eliminating or
minimizing risks associated with individual projects (identifying and controlling
the areas or events that have the potential to cause unwanted change).
The Manager of the IT Application System stated that there was no formal risk
management plan developed to address potential issues that might arise
during the course of the project. For example, IT was required to conduct 10
parallel runs to allow the offices divisions using HRPR to get acquainted with
the data-entry screens and processes. WMATA determined after prototyping
that some users required online custom reports that were not anticipated and
included in the original SOW.
These unanticipated issues resulted in
additional work and delays.
The Chief of Application Development &
Operations said that these issues, along with user resistance, contributed to
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the project’s numerous delays. Nevertheless, he acknowledged that had a risk
management plan been used, IT may have possibly mitigated some of the
serious problem areas that arose during the HRPR Project.
Our review of some of the Steering Committee presentations revealed some
effort by IT to identify and mitigate these and other project-related risks. But,
we found that the project risks identified were either not fully addressed or did
not identify the person(s) responsible for mitigating the risks.
Had IT developed and implemented an adequate risk management plan, IT
might have identified these and other risks associated with the HRPR Project
and devised a disciplined approach to mitigate those risks. Instead, it appears
IT took a reactive approach to risk which may have contributed to cost
overruns and delays.
No Project Phase Approvals - We found that there were no formal project
phase approvals by IT or the project team during the HRPR Project. The
approval process ensures that each project phase and associated deliverables
is successfully completed before subsequent phases. IT was unable to provide
us with any documentation which demonstrated the initiation of project phase
approvals or that subsequent phases were completed and that appropriate
sign-offs were occurring.
According to COBIT Section§10.6 [Planning and Organization], the
organization’s project management framework should provide for designated
managers of the user and IT functions to approve the work accomplished in
each phase of the system development life cycle before work on the next
phase begins.
We evaluated six expected tasks set out in the SOW for Phase I of the HRPR
Project 8 (see Attachment II). IT was unable to provide us with documentation
evidencing a formal phase approval process to ensure that these tasks were
completed on-time and that they met WMATA’s needs before subsequent work
was undertaken.
The Project COTR informed us that the functionality of the newly remediated
system, along with new process changes, should provide assurance that the
project is meeting expectations and achieving its goals.
The Deputy Chief of Applications stated that some of the project approvals can
be found as a result of user acceptance testing, as well as in e-mail
communications to and from each business unit. 9 However, the Deputy Chief
of Applications informed us that some of the approvals were lost, and he could
8

The Chief of Applications Development & Operations informed us that project approvals for Phases II
& III contract work were not readily available because work on the project was ongoing.
9
Human Resources and Payroll are the business units involved with the HR/Payroll remediation efforts.
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not provide us with the results of the user acceptance testing. Furthermore,
these are not substitutes for project phase approvals that take place during the
life of the project.
Recommendations
We recommend that the General Manager direct the CIO to:
2.1

Ensure that on all future IT projects there is adequate project
management and oversight, and a project master plan is developed for
maintaining control over the entire project. The plan should include a
method for monitoring the time, allocated resources, and costs incurred
throughout the life of the project.

2.2

Ensure that on all future IT projects that a risk management plan is
developed and implemented to identify, assess, and document the risks
associated with the costs, resources, schedule, and technical aspects of
each project. This plan also should identify the procedures to predict
and mitigate risks so the project will meet performance and business
requirements and/or be delivered on schedule and within budget.

2.3

Direct the CIO to develop a process on all future IT projects to ensure
appropriate project sign-offs after each phase is completed and prior to
proceeding to the next phase of a project.

Management Comments
Management disagreed with “some aspects” of our finding. Specifically,
management noted that IT implemented Master Project Plans, Phase Plans,
Checklists, Risk Logs, Risk Management Plans, and obtained User Signoffs
from user leadership. Management indicated that these actions are interim
equivalents to the COBIT standards OIG used.
Management concurred with our recommendations. Management commented
that it has developed a SDLC methodology which:
•

Requires achievement-based Project Master Plans from project
managers. Sample project master plans have been provided to Project
Managers.
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•

Requires project reporting on a bi-monthly basis. Project reporting tracks
schedule, budget, and deliverables. The Project Management Office is
monitoring project budgets and has begun to report on project
encumbrances and revised project budgets.

•

Requires each project to provide at least a high-level BPI risk
assessment and risk mitigation strategy and a SWOT Analysis
(Strength, Weaknesses, Opportunities and Threats).

•

Requires an Enterprise Architecture (EA) assessment. The EA
assessment is a risk-based assessment that occurs during the project
initiation.

•

Requires customer/stakeholder signoffs and involvement in every phase
of the SDLC.

•

Requires customer/stakeholder signoffs before moving to the next
phase.

OIG’s Comment
For the reasons cited in our report, we disagree with management’s assertion
that the interim equivalents cited meet the COBIT standards OIG used.
Also, IT was not able to provide us documentation to substantiate that it
conducted all the analyses cited in management’s response. Accordingly, we
did not change our finding in this report.
The corrective actions which management has taken or plans to take should
help address our recommendations.
Other Matters of Concern
Concern over Use of Time-and-Materials (T&M) Contracts on HRPR
Project
Our audit raised a concern about the use of time-and-materials contracts to
carry out the HRPR Project. Under this type of contract, it is not possible at the
time of executing the contract to estimate accurately the extent or duration of
the work or to anticipate costs with any reasonable degree of confidence. The
more consultant time used, the more the contractor earns. Without specific
tasks to complete and milestones to meet, the contractor’s performance is
difficult to assess, and it is difficult to control contract costs. The risk of delay
and cost over-runs falls disproportionately on WMATA.
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We found that IT did not adequately monitor the Optimos contractor to ensure
that the consulting time used to complete the remediation tasks was
appropriate. Since Optimos was paid purely by consulting hours, IT project
managers had no firm benchmarks by which to measure Optimos’ performance
and ensure that it was working efficiently. In carrying out our audit, we were
unable to determine whether Optimos met WMATA’s expectations in terms of
quality of work and timeliness. In a September 21, 2007, memorandum,
WMATA’s Supervisory Contract Administrator stated that “ the [contractor’s
performance] is difficult to assess since the contract is being used to bring
consultants on board…there is no specific tasks orders or deliverables in most
cases so it is difficult to assess the value of services provided.”
In addition, it appears that WMATA did not comply with its own rules on timeand-materials contracts. Specifically, WMATA’s Procurement Manual (Tenth
Addition [sic] 2004) states:
A time-and-materials contract may be used only after the Contracting
Officer determines in writing that no other type of contract is suitable,
and only if the contract includes a ceiling price that the contractor
exceeds at its own risk (Section 1212.1). (Emphasis added).
We were unable to locate the written justification required by the Manual, and
we were unable to obtain any ceiling price that shifts some of the risk to the
contractor.
By not having clear expectations established for the consultant services
provided under the time-and-materials contracts with Optimos, WMATA did not
have adequate controls over the time Optimos billed WMATA for the HRPR
Project. Also, Optimos had no incentive to work in the most efficient manner
possible without a ceiling price. This situation likely contributed to the cost
overruns and delays experienced on the HRPR Project.
We recommend that the General Manager direct the Chief Financial Officer
(CFO) to work with the Leadership Team in all future procurements, to:
1.1

Ensure that the proper type of procurement vehicle is used and
procurement policies and procedures are followed.

1.2

Ensure that there is adequate management oversight over all contracts
and that WMATA gets the best value for its scarce resources.

Management’s Comment
Management concurred with our recommendations.
For example,
management acknowledged the importance of clear guidelines on the use of
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T&M contracts, and Procurement is in the process of updating the relevant
policy for issuance in October 2009.
OIG’s Comment
The corrective action which management plans to take on Recommendation
1.1 should help address our concern. Management did not indicate how it
would address Recommendation 1.2.
Concern over Budget Process for the PeopleSoft Remediation Project
Our audit also raised concern over the budget process for the PeopleSoft
Remediation Project. Specifically, WMATA did not clearly document the budget
and cost of the Peoplesoft Remediation Project in a manner that would enable
decision-makers such as the WMATA Board of Directors to make informed,
sound business decisions. We could not locate any documents that clearly
established a total budget for the PeopleSoft Remediation Project in general
and the HRPR Project in particular. We also had difficulty gathering
documentation that showed how much WMATA actually spent on the work to
date. For example, only through interviews did we determine that $392,370
had been transferred to the HRPR Project from the Kronos Project. We also
determined through interviews that when the new CIO came onboard in 2007,
$1 million had been set aside for the PeopleSoft Remediation Project.
Furthermore, on February 28, 2008, the Board of Directors approved $5.1
million in additional monies for continuation of the PeopleSoft remediation. We
question whether the Board was fully aware of total expenditures when it
approved this amount, and of the cost over-run on the HRPR Project or that
only this one phase of the remediation project had been undertaken. In
addition, there are $5 million in federal funds from the American Recovery and
Reinvestment Act (ARRA) (stimulus funds) earmarked for a “Financial Systems
Integration.” This appears to involve work that is related to the PeopleSoft
Remediation Project.
WMATA does not have an encumbrance or project cost management system
that reserves or tracks commitments and spent costs allocated to projects. A
project cost management system or similar system would allow WMATA to
examine cost trends, forecast the cost of remaining work, compare the
estimated total cost with the approved budget, compare variance with the
previous reported variance and alert management when the cost are not within
bounds.
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Recommendation
We recommend that the General Manager direct the CFO to:
2.1

Implement an encumbrance and/or project cost management system
that keeps track of commitment and spent costs allocated to projects
such as the PeopleSoft Remediation Project.

Management Comments
Management concurred with our recommendation. However, management
asserts that there is a project management cost system already in place at
Metro that tracks commitments, obligations, and costs by project.
Management also asserts that all funding for the HCM project was approved by
the Board.
OIG’s Comment
During our audit, the Managing Director of Management & Budget Services
told us the project management cost system was not widely used due to
technical issues. He also indicated that the system was not reliable for
reporting purposes.
In addition, while the Board approved the total amount that was eventually
spent on HRPR, we questioned whether it knew at the time of approval that
these amounts were for HRPR only. For example, the $971,279 that the Board
approved for the Kronos T&L Project was later transferred to the HRPR
Project.
OBJECTIVES, SCOPE AND METHODOLOGY
The objectives of the audit were to determine whether WMATA’s PeopleSoft
Remediation Project is following a sound system development approach and
meeting program expectations. The audit was conducted from February 2009
through June 2009.
To accomplish our objectives, we examined the ITRP post production support
services contract, the PeopleSoft HR/Payroll Remediation Phase 2 and 3
contract, billing documents, reports on the PeopleSoft remediation project,
operational and procurement policies and procedures, and other relevant
documentation pertaining to the remediation project for the period 2007 to
2009. We conducted interviews with IT personnel, PeopleSoft vendor,
remediation services contractor and Kronos services contractor, and WMATA
staff personnel.
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We conducted our audit in accordance with generally accepted government
auditing standards appropriate to the scope of the review described above.
Those standards require that we plan and perform the audit to afford a
reasonable basis for our judgments and conclusions regarding the
organization, program, activity or function under audit.
An audit also includes assessments of applicable internal controls and
compliance requirements of laws and regulations when necessary to satisfy
our audit objectives. We believe that our audit provides a reasonable basis for
our conclusions.
ADMINISTRATIVE MATTERS
Corrective actions proposed (resolution phase) and implemented (closure
phase) by the affected Departments/Offices will monitored and tracked through
the Office of the Inspector General’s Audit Accountability and Resolution
Tracking System. Department policy requires that you develop a final
corrective action plan (CAP) for our review in the automated system within 30
days of the issuance of this report. The CAP should set forth specific action
items and targeted completion dates necessary to implement final corrective
actions on the findings and recommendations contained in this report.
Should you have any questions, please call Andrew Clemmons, Assistant
Inspector General – Audits, on (202) 962-1014 or me on (202) 962-2515.

/s/
Helen Lew
Inspector General

cc: AGM/IT – Suzanne Peck
CFO – Carol Kissal
CHOS – Shiva Pant
COUN - Carol O’Keeffe

Page 17

Attachment I

TABLE 1: PEOPLESOFT REMEDIATION PROJECT COSTS

Contract
Action

Modification 4

$173,717.00

Modification 8
Modification 9

$832,176.00.
$95,000.00

Modification 10
Phase 1
Contact No.
PO0000009017 Modification 11

Phase 2 and 3
Contract No.
CQ8057
Total

Actual Costs
of the
PeopleSoft
Remediation

$1,004,945.05
$195,000.00

Award
Modification 1

$305,000.00
$2,515,537.56

Modification 2

$160,000.00

Modification 3

$0.00

Modification 4

$368,767.91

Modification 5

$472,414.00

Modification 6

$816,119.00
$6,938,676.52

Description of Modification
According
to
PRMT,
this
modification
initiated
the
PeopleSoft Remediation Project.
Furthermore, this modification
requested additional staff to be
added to the contract
Additional staff added to work with
WMATA to provide ongoing
operation and maintenance of the
PeopleSoft systems and additional
staff to work with WMATA on
knowledge transfer.
Travel expenses
Remediation services to the
PeopleSoft software system
Remediation services to the
PeopleSoft software system
Phase 2-3 Partial Funding
Phase 2-3 Balance Funding
Remediation services to the
PeopleSoft software system
No Cost modification. Remediation
services extended for an additional
month.
Remediation services to the
PeopleSoft software system
Additional remediation services to
the PeopleSoft software system
and travel expenses.
Additional remediation services to
the PeopleSoft software system
and travel expenses.

Attachment II

PeopleSoft Remediation Project Phases
The project has been organized into three (3) phases as follows:
Phase I
• Server Infrastructure and PeopleSoft Internet Architecture
• HR Position Management Automation
• Strengthen and Improve HR Core Data
• Phase 1 Manager and Employee Self Service Implementation
• Replace Non-Operational Time Collection (DTG)
• Phase 1 MSS and ESS Training
Phase II
• Strengthen and Improve HCM System, Business Processes and Core
Data
• Self Service/Personnel Action Request Automation
• Replace Salary Union/Non-Union Time Collection (ETS)
• Phase 2 MSS and ESS Training
• Develop a Comprehensive End to End Regression Test Suite for the
PeopleSoft HCM Suite
Phase III
• Phase 3 Self Service/Personnel Action Request Automation
• Automation of Retroactive Processing for Payroll
• Automation of Labor Time Prior Period Adjustments

