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DATE:  May 14, 2014 
 
TO:   Transportation Commission 
 
FROM:  Scott Richrath, Chief Financial Officer 
  Maria Sobota, Budget Director 
 
SUBJECT:  Policy Directive 703.0 (PD703.0)-Workshop #2 
 
 
Purpose 
 
This memo serves as a response to the request of the Transportation 
Commission (TC) to the Division of Accounting and Finance (DAF) to clarify 
changes under the new PD703.0. 
 
Action Required 
 
The TC is being asked to review the presentation and provide feedback to me 
at today’s workshop or by phone or email no later than May 30. Feedback is 
particularly critical in determining how  “Substantive” shall be defined and 
how, when and by whom those  “Substantive” thresholds will be established.  
 
May’s workshop will provide definition of annual budgeting processes and 
overall financial position. A workshop in June will detail parameters governing 
specific programs as well as project approval processes.   

 
Context 
 
After viewing the first draft of PD703.0 and 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. 
 
Discussion  
 
In response to this request, this month the Department will be presenting 
information to the Commission that addresses what items under the new PD 
will now be presented for review and approval as opposed to what items will 
now be presented as informational only or not at all. Also provided is a 
comprehensive explaination of the level of agency risk associated with those 
items presented to the Commission as well as how overall agency risk will be 
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defined and managed within the Department as a whole. A glossary of terms 
related to these topics will also be provided for clarification and discussion.  
 
With focus shifting from project to program approval by the Commission under 
the new PD703.0, the Commission should now exercise a higher level of 
oversight over broad budget matters; while focusing its attention on 
exceptional budget matters that involve significant materiality or a high level 
of agency risk. As such, a overview of the frequency at which review and 
approvals will take place as well as how that relates to the level of risk to the 
agency is also presented for clarification.  
 
Details regarding program management and individual project funding will be 
addressed by the Department next month.  Adoption will be sought in July. 
 
 
Staff Recommendation 
 
The Department recommends that the Commission review the presentation and 
provide input by May 30th . In addition, if there are comments regarding the 
draft PD703.0 or presentations from last month, please let Scott Richrath know 
as soon as possible.  
 
If you have any questions, please feel free to contact me by phone at (303) 
757-9793 or by email at scott.richrath@state.co.us. 
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1 

PD 703.0 Update

• Glossary of Key Terms  
 

• Fiscal Year 2015 Budget 
 

• Levels of Review and Approval  
 

• Defining Levels of Agency Risk  
 

• Overall Financial Position 
 
• Program Management & Project 

Funding 
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Glossary of Key Terms 

2 

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 Department’s Executive Director or designee.  
 
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. 
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Fiscal Year 2015 Budget 

40% 
$546 M 

20% 
$276 M 

8% 
$100 M 

32% 
$440 M 

FY15 Budget 

TC Directed - Asset
Management
TC Directed - Other

Recovery/Flood

Not TC Directed-Leg/Fed
Directed
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PD 703.0 Levels of Review and Approval 

TC Review and Approve 
Individual items categorized as posing a high agency risk will 

continue to require the review and approval of the 
Transportation Commission. 

High Risk 

Moderate Risk 

Low Risk 

Executive Director (or Designee)  
Report and Inform the TC  

Items categorized as posing a moderate agency risk will be 
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 
be managed by the Executive Director or Designee, overseen 

at the staff level, and will not appear before the TC. 
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Defining Levels of Agency Risk  

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 
agency risk are defined by the following criteria: 

High Risk Criteria 
 

Moderate Risk Criteria 
 

 
Low Risk Criteria 

 

• Not on an approved project 
list 

• Implications of decisions 
regarding “Substantive1” 
items 

• TC approval is mandated 
by existing statute 

• Change that will trigger a 
loan 

• Items that have potential 
political, legal and 
financial ramifications 

• On an approved project list 
• Funding and project 

changes for non- 
“Substantive1” items 

• Overrun thresholds are 
established and approved 
annually 

• Items that have a low 
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 no 
political, legal or financial  
ramifications 
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Overall Financial Position 

 
 

High Risk: 
TC Review and Approve  

Moderate Risk: 
ED or Designee Report and 

Inform 
Low Risk: 

Staff Manage 
Annually 

Monthly Annually Quarterly Annually 

Revenue-
Based Budget 

Annual Budget-
November - 
review draft 

budget, March - 
adopt final 

Annual STIP 
Amendments 

Quarterly review of 
the staging area: 
revenue forecast 

updates 

June- Review final 
budget including 
legislative items 

Cash-Based 
Expenditures 

Budget increases > 
10% of program or 

5% of RPP in a 
region 

Quarterly review of 
the staging area; 

expenditure 
forecasts and ‘plan’ 

vs. ‘actual’ 
analyses 

Loans 
Change that will 

trigger a loan and 
require Legislative 

Authority 

Payment schedule included 
in quarterly and annual 

reports 

Cash 
Balances 

Annual Risk 
Assessment 

Quarterly reports 
on construction 

lettings 

Annual reports on 
attenuation 
measures 

OCM limit on construction 
lettings each month 

FTE Requests Increasing the total # of FTE’s Filling existing vacancies
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Program Management & Project Funding 

High Risk: 
TC Review and Approve 

Monthly 

Moderate Risk: 
ED or designee 

Report and Inform 
Quarterly 

Low Risk: 
Staff Manage  

Annually 

Contingency Any expenditure from TC 
Contingency Account 

Project contingencies 
allotted in projects but 
managed collectively 

Emergency 
Expenditures that require 

additional budget 
authority or borrowings 

Reimbursable 
expenditures that can be 

initiated with existing 
cash 

Decision Items Greater than $1 million 
(Annual Process) 

Less than $1 million 
(Annual Process) 

Roll Forwards Cost center roll forwards 
(Annual Process) 

Budget pool fund 
balances and automatic 

cost center roll  
(Annual Process) 
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