COLORADO

Department of Transportation

o\

Division of Accounting and Finance

4201 East Arkansas Avenue, Room 262
Denver, CO. 80222-3400

MEMORANDUM
TO: Transportation Commission
FROM: Scott Richrath, Chief Financial Officer

DATE: June 18, 2014
SUBJECT: Policy Directive 703.0 (PD703.0)

Purpose:

At the request of the Transportation Commission (TC) to the Division of Accounting and
Finance (DAF), this memo serves to clarify changes under the new PD703.0. June’s
workshop will detail parameters governing specific programs as well as project approval
processes.

Action Required:

The TC is being asked to review the presentation and provide feedback to me at
today’s workshop, by phone or email no later than June 30". Feedback is particularly
critical regarding the revised definition of “Substantive” and new “Substantive”
threshold amounts.

Background:

After viewing the first draft of the policy directive and the supporting materials in April
2014, the Transportation Commission asked for clarification of several key topic areas
including review and approvals, risk management as well as details regarding program
management and individual project funding.

In response to this request, May’s workshop presented information to the Commission
that addressed what items under the new PD will now be presented to the TC for
review and approval as opposed to what items will now be presented as informational
only or not at all. Also provided was a comprehensive explanation of the level of
agency risk associated with those items presented to the Commission as well as how
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overall agency risk will be defined and managed within the Department as a whole. A
glossary of terms related to these topics was also provided for clarification and
discussion.

Discussion:

Based on the feedback received from the Commission in May, this month the
department will be presenting information to the TC that will address those conerns
including:

¢ How “Substantive” shall be defined and how, when and by whom those
“Substantive” thresholds will be established

e The need for dollar and percentage overrun amounts

e The importance of dual signature requirements for Moderate Risk items (eg:
flood budgeting)

Based on comments in prior workshops on program and project approvals that have
been outlined in the presentation, the Department staff has created a draft project
approval matrix which provides a detailed level of oversight required for all programs
and projects. The draft matrix recommends RPP to be managed at the staff level.
FASTER safety, for which you recently adopted new allocation, shall be recommended
to mirror most other programs. The Department plans to use this draft matrix to
ensure consistent application of the principles outlined in PD 703.0.

See Attachment 1.

The thresholds established in the matrix are being designed to reflect the
Department’s intention to more efficiently manage the number of individual projects
that the TC is asked to approve throught the budget supplement process. The new PD
703.0 asks the Commission to exercise a high level of oversight over routine budget
matters, shifting focus to exceptional budget matters that involve substantive or high
financial risk. The matrix is intended to help summarize guidance on supplemental
budget actions that will continue to require TC approval, thus enabling the
Department and staff to maintain a consistent and appropriate level of project level
oversight.

In addition, the Department will discuss repealing PD 1000.0 and consolidating topics
covered in this PD into PD 703.0. PD 1000.0 addresses Commission approval for
maintenance work. Required approvals for the Commission’s considerations are
included in the power point and the approval matrix.

See Attachment 1.
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Staff Recommendation:

The Department recommends that the Commission review and provide feedback by
June 30" so that the comments can be integrated and presented in July. The
Department will seek adoption in July or August, depending on feedback and the
amount of unresolved issues.

If you have any questions, please feel free to contact me at (303) 757-9793 or by email
at scott.richrath@state.co.us.

Attached: Budget Action Approval Type Determination Matrix
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Budget Action Approval Type Determination Matrix - DRAFT

Project Type

Pre-Award Adjustment

and Contract Modification Orders

(to the currently approved project budget)

Initial Project Funding

> $1 million; or Between 15%-10%

Closure
Adjustment

2013 Emergency Relief
and Permanent Repairs

Requires 2 Signatures from
Executive Director, Chief
Engineer, CFO

from Executive
Director, Chief
Engineer, CFO

Signatures from
Executive Director,
Chief Engineer, CFO

Emergency Requests
(from the Transportation
Commission Contingency Relief
Fund or other programs)

Requires
Commission
chairperson
approval for

Confirmation Item

Requires Commission
chairperson
approval for

Confirmation Item

Requires Commission
chairperson
approval for

Confirmation Item

Non-emergency
Transportation
Commission Contingency

Relief Fund Requests (e.g.
Snow and Ice)

TC Approval
Required

TC Approval

TC Approval Required Renpliad)

Asset Management

Programs
-Rockfall Mitigation, Tunnels,
Walls, Bridge On-System,
Culverts, Surface Treatment,
Property Management
*including RAMP projects

Approval Required

ot on Approved List
Requires 2 Signatures

from Executive
Director, Chief
Engineer, CFO

TC Approval

Allotment Advice if on .
Required

Transportation Commission
Approved List

Transportation Systems
Management &

Operations
-New Capital

>15% and or between < 10% or < $250,000
> $500,000 $500,000-$250,000
Requires 2 Requires 2 Signatures Requires 2

Signatures from
Executive Director,
Chief Engineer, CFO

Requires Commission
chairperson
approval for

Confirmation ltem

TC Approval
Required

Allotment Advice

Allotment Advice

Allotment Advice

TC Approval
Required

Allotment Advice

Requires 2 Signatures
TC Approval

TC Approval Required el

Transportation Systems
Management &

Operations
-Replacement

TC Approval

Allotment Advice .
Required

Engineer, CFO

Maintenance Levels of
Service

from Executive TC Approval .
Director, Chief Required Allotment Advice
Engineer, CFO

Requires 2 Signatures
from Executive TC Approval .
Director, Chief Required Allotment Advice

Strategic Projects
(e.g. 7 Pot)

TC Approval
Required

TC Approval Required TC Approval Required

Highway Safety
Improvement Program

TC Approval if
not on Approved List
Allotment Advice if on
Transportation Commission
Approved List

Requires 2 Signatures
from Executive
Director, Chief
Engineer, CFO

TC Approval Required

FASTER Safety Program

No Commission Approval Required for any action

TC Approval
Required

Allotment Advice

Allotment Advice

Allotment Advice

Requires 2 Signatures
from Executive
Director, Chief
Engineer, CFO

TC Approval if
not on Approved List
Allotment Advice if on TC Approval Required

Transportation Commission
Approved List

Regional Priority Program

Allotment Advice

Allotment Advice

No Commission Approval Required for any action

Other State Administered

Programs
-Congestion Relief, Hot Spots
and Railroad Crossings

State
Federal mat_Chd
. . require
Discretionary a
Grants No state
match
required

No Commission Approval Required for any action

Requires 2 Signatures
from Executive
Director, Chief
Engineer, CFO

TC Approval Required

TC Approval Required

Allotment Advice

Allotment Advice

No Commission Approval Required for any action

Local contributions to
state project

No Commission Approval Required for any action
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Budget Action Approval Type Determination Matrix - DRAFT

Local Administered

No Commission Approval Required for any action
Programs

Requires 2 Signatures
from Executive
Director, Chief
Engineer, CFO

Transit and Rail Allotment Advice Allotment Advice

TC Approval Required

TC Approval Required

Enterprise Board Approval
Required if
not on Approved List
Allotment Advice if on
Bridge Enterprise Board
Approved List

Requires 2 Signatures
from Executive
Director, Chief
Engineer, CFO

Enterprise Board

Approval Required Allotment Advice

Bridge Enterprise Allotment Advice

Requires 2 Signatures
from Executive
Director, Chief
Engineer, CFO

High Performance
Transportation Enterprise

HPTE Board Approval
Required

HPTE Board Approval

Required Allotment Advice

Allotment Advice

Pre-Award Adjustment

and Contract Modification Orders
(to the currently approved project budget)

Initial Project Funding

Closure
H 1,000,000 above _—=
Project Type >$1,000, -
the Original <7.5%or<$100,000 | >$L000,000abovethe |, oo 100000 | Adjustment
. Original Approved . .
Approved amount or above the Original ) above the Original
. amount or > 7.5% if more
>7.5% if more than Approved amount than $100,000 Approved amount
$100,000 !
RAMP Operations and

TC Approval
Required

Allotment Advice TC Approval Required Allotment Advice Allotment Advice

Partnership

Transaction Type

Structure Repairs,

overlays, seal coats
Ve Work where the total

cost is < $50,000

and all work where
the total cost
exceeds $50,000

Maintenance Projects Emergency Relief

Transfers between regions

TC Approval Required if exceeds $1,000,000 year to date

Transfers between programs

TC Approval Required if exceeds $1,000,000 year to date

Transfers between cost centers and program pools

TC Approval Required if exceeds $1,000,000 year to date

Transfers between cost center personal services,
operation or capital

TC Approval Required if exceeds $1,000,000 year to date

Transportation Commission Contingency Reserve Fund

TC Approval Required

Glossary:

Transportation Commission Approved List- A list of projects approved by the Transportation Commission for an
Annual Program per processes established with the approval of the TC.

Allotment Advice- Project level budget actions within SAP, initiated by regions, that is approved by OFMB staff without

Commission approval

TC Approval Required- Project level budget actions within SAP, initiated by regions, that require Commission approval

as part of a budget supplement packet

Confirmation Item- Approved action prior to TC meeting, but included on formal Budget Supplement document
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&g PD 703.0- Workshop Agenda

* Reprise of PD 703.0-What’s New (‘i%)
* Glossary of Key Terms

* Levels of Review and Approval

+ Defining Levels of Agency Risk

* Overall Financial Position

» Additional Budget Funding Areas

* Program Management & Project Funding

* Project Delivery & Other

* Summary of Approved and Non-Approved Projects
« PD 703.0 Next Steps

w Reprise of PD 703.0 - What’s New

* Items defined as “Substantive” will require TC
approval

* $ and % thresholds and dual signature ’M’t/
requirements have been added

* Content from Policy Directive 1000.0
(Maintenance work) has been consolidated into
PD 703.0

04 PD 703 Workshop: Page 6 of 11




Glossary of Key Terms

Substantive: Defined in PD703.0, “Substantive” shall be used to mean exceeding the approved amount over a
scope, schedule or budget threshold set annually by the Transportation Commission.

Non-Substantive: Individual items that pose low risk to the agency; therefore, the TC's interest in these items pertain
more to their aggregate effect rather than on the minor effect of individual items. The TC need only review and approve
the program, i.e. the group of items.

TC Directed: Program funding directed by the TC. Includes control over the majority of the State Highway Funds.

Federally/Statutorily Directed: Applies to funds that must be spent in a particular way. The TC has limited authority over
the kinds of activities for which these funds can be spent. Federal funds must be expended according to the most current
authorizing legislation (MAP21). Many state funds are directed by particular statutes. Examples include FASTER and SB-228
Funds.

Decision Item: A proposed significant change in the upcoming fiscal year budget requiring TC approval (>than $1 million);
whereas changes affecting the Administrative (legislatively appropriated budget) are presented to the General Assembly
via the Joint Budget Committee (JBC) and do not require TC approval.

Contingency: TC funds that are set aside to address unforeseen needs or circumstances (e.g., emergency relief).

Roll Forwards: Budget pool fund balances not spent in the current fiscal year are automatically rolled forward to the next
and do not require TC approval. Cost center balances do not automatically roll forward, with a few exceptions. Any
request to roll forward cost center funds beyond these exceptions requires TC approval. Examples of automatic cost
center roll forwards are: heavy equipment, ITS, FASTER transit, Bridge Enterprise & HPTE Funds.

FTE: Full Time Equivalent. The term applies to positions within CDOT both filled and vacant. A position is classified as
either full time or part time. The total number of FTE for CDOT is the sum of all of these.

PD 703.0 Levels of Review and Approval

TC Review and Approve
Individual items categorized as posing a high agency risk will
High Risk continue to require the review and approval of the
Transportation Commission.

Executive Director (or Designee)
Report To and Inform TC
Items categorized as posing a moderate agency risk will be
Moderate Risk managed by the Executive Director or Designee. To maintain
open communication and flow of information,
details regarding these individual items will be reported to
the Transportation Commission.

Staff Manage
) Individual items categorized as posing a low agency risk will
Low Risk be managed by the Executive Director or Designee, overseen
at the staff level, and will not appear before the TC.

441
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Defining Levels of Agency Risk

agency risk are defined by the following criteria:

Under PD 703.0, the Commission will focus attention on exceptional budget matters that
involve significant materiality or high risk to the agency, while items categorized as
moderate or low risk will be managed by Executive Director or Designee. Levels of

High Risk Criteria

Moderate Risk Criteria

Low Risk Criteria

Not on an approved project
list

Implications of decisions
regarding “Substantive!”
items

TC approval is mandated
by existing statute
Change that will trigger a
loan

Items that have high
probability of political,
legal and financial
ramifications

* On an approved project list

Funding and project
changes for non-
“Substantive!” items
Overrun thresholds are
established and approved
annually

+ Items that have a

moderate probability of
political, legal or financial
ramifications

On an approved project list
No funding or project
changes

Decisions that follow
approved standardized
business processes that are
in place and utilized by
staff, including the annual
budget

Items that have low
probability of political,
legal or financial
ramifications

1 For definitions of “Substantive” and non “

Substantive”, see glossary of key terms

5

Overall Financial Position

High Risk:

Moderate Risk:

TC Review and Approve LG Lis Hia s S LR PRI
PP Report To and Inform TC Staff Manage
Annually
Monthly Annually Quarterly Annually
Annual Budget-

November - Quartert . p

review draft uarterly review oi _ . .
Revenue- budget, March - | the staging area: ngjgtftei‘gilvlj df;:;l
Based Budget adopt final feve[‘]:zgfer:cast legislative items

Annual STIP

Amendments

Quarterly review of
the staging area;
Cash-Based Budget increases > expenditure
Expenditures 10% of program forecasts and ‘plan’
vs. ‘actual’
analyses
t(riihar;%:tlr;tnv;:t‘] * Payment schedule included
Loans rquugire Legislative Requires Dual Signature in quarterly and annual
Authority reports
Cash Annual Risk Quarterly reports | Annual reports on | e\ imit on construction
on construction attenuation .

Balances Assessment lettings measures lettings each month

FTE Requests

Increasing the total # of FTE’s

* Requires Dual Signature

Filling existing vacancies
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Additional Budget Funding Areas

Moderate Risk:

High Risk: N Low Risk:
TC Review and Approve 20 foir e iiiat 6 A Staff Manage
Report To and Inform TC
Monthly Annually

Quarterly

Project contingencies allotted

Any expenditure from TC in projects but managed

Contingency Contingency Account n collectively
(ie: program contingency)
(requires dual signature)
Expenditures that require Rt?::iir:abbeleinei:; igg'&‘;;ﬁs
Emergency additional budget authority or existing cash

borrowings (requires dual signature)

<’,\‘7 Less than $1 million
(Annual Process)
(requires dual signature)

Greater than $1 million

Decision Items (Annual Process)

Budget pool fund balances
Cost center roll forwards and automatic cost center

(Annual Process) roll
(Annual Process)

Roll Forwards

To be reviewed on a biennial
basis (FY 2015 total budget
allocation of $276,507,411)

Other Programs
(Administration &

Operations)
7
E—————)
Project Delivery & Other
‘ Mod Risk: | |
High Risk: D (oroD:sriat:eel)s&. cFo Low Risk:
Review and Approve 8 Manage and Oversee
Monthl Report To and Inform TC ‘Annuall
Yy Quarterly Yy
Quarterly report of allotments As programmed in STIP or
to projects as shown in staging area
Project 4-year for STIP amendments and
budget Annual forecast of amounts budget supplements
required to complete projects
‘ Scope, schedule ‘ To be recommended by Executive Director and Program Management Office
and costs:
4 year plan
‘ Rev_iSions to ‘ Substantive change: Between 15%-10%
project budget > $1 million; or or between $500,000- < 10% or < $250,000
(unless otherwise > 15% and > $500,000 $250,000
detailed in the matrix) * * *

Revisions to scope To be recommended by Executive Director and Program Management Office

schedule or cost

‘ Structure repair, overlays, seal ‘ ‘
‘f\( Maintenance coats and all work where the Emergency relief Lerts wille:esggeog%tal okt
total cost exceeds $50,000 ’

IPer project over run grid
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Program Management & Project Funding

High Risk:

Review and Approve

Moderate Risk:
Report To and Inform TC

Low Risk:
Manage and Oversee

Monthly Quarterly Annually
Approved . . -
Individual projects within Approved yearly upon
Programs & .
: programmed amounts acceptance of the Delphi
Projects
Not Approved InQ1v1dual pro;ects will
continue to require approval
Programs &
s through a monthly budget
Projects

supplement

Regional Priority

* No Commission approval required for any action

Projects
Project is not on an Project > Approved ISP but
Safety i ed ISP < than established tolerance Project in the Approved ISP
* pprove level
. . Project > Approved List but . .
FASTER Safety Project is not onan < than established tolerance Project is onan Approved
Approved List List
* level
RAMP
Partnership & Budget action > than 7.5% or > Budget action < than 7.5%
QENSHSHIP $1 miltion and < $100,000
Operations i‘( *

Summary of

Approved & Non-Approved Programs

Based on comments in prior workshops on program and project

=)

approvals, the Department staff has created a draft project approval
matrix which provides a detailed level of oversight required for all
programs and projects.

The concept of project level budget actions in this presentation has
been detailed in a Budget Action Approval Type Determination Matrix
(see memo for full matrix).

Project Type

Initial Project Funding

Pre-Award Adjustment

and Contract Modification Orders
to the currently approved project budget)

Less than 10% o less Between 10%-15% or
than $250,000 between $250,000-
” $500,000

Closure

Adjustment

Greater than 15% if more
than $500,000

2013 Emergency Relief and
Permanent Repairs
Emergency Requests
(from the Transportation Commission
Contingency Relief Fund or other
programs)
Non-emergency
Transportation Commission
Contingency Relief Fund
Requests (e.g. Snow and Ice)

Requires 2 Signatures from
Executive Director, Chief Engineer,
CFO

Requires 2 Signatures
from Executive Director,
Chief Engineer, CFO

Requires 2 Signatures
from Executive Director,
Chief Engineer, CFO

04 PD 703 Workshop: Page 10 of 11
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Allotment Advice

. Allotment Advice
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&g PD 703.0- Next Steps

* Anew draft of the PD will be
presented in July

» Finalize the draft Budget Action
Approval Type Determination
Matrix

» Depending on feedback and
amount of unresolved issues, the
Department will seek adoption in
July or August
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