Legislative Audit Committee
January 14, 2020

Summary
•

CDOT accepted every recommendation from the audit

•

Of the 18 recommendations and sub-recommendations, every recommendation has
been fully or partially implemented
•
•

15 have been fully implemented
3 relating to budget and annual spending are partially implemented with full implementation in
2020

•

CDOT believes it is important to go above and beyond the specific recommendations
to ensure that we are doing everything we can to increase taxpayer confidence and
understanding of what the department does

•

Building on the work that is already being done to address audit findings, CDOT is
undertaking several additional measures to increase transparency and accountability
to taxpayers in how we spend transportation dollars.
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Budget Transparency
•

Recommendation 1A - …Ensuring that all
statutorily required information is clearly
reflected in the Budget Plan…
•

Partially Implemented – Anticipated
completion July 2020
 Reorganized budget and updated
format to increase transparency and
include all statutorily required
elements
 Incorporated roll-forward budget to
provide complete, consolidated, and
transparent view of the CDOT budget
 By July 2020 - Incorporation of roll
forward balances from FY 2020
 By July 2020 - Incorporation of new
Spending Plan reflecting total
estimated construction expenditures
for FY 2021

Context - The audit found that the Annual Budget did
not reflect funds approved in prior year budgets but
not yet expended. CDOT carries balances forward year
over year due to the multi-year nature of capital
construction projects and the fact that the fiscal year
ends in the middle of the construction season.
Although the allocation of funds were approved by the
Transportation Commission in prior years, the budget
did not provide a complete view of these prior year
balances.
Future Improvements – CDOT is engaged in several
additional improvements that will further enhance
budget transparency, including:
• Deployment of a new budget management and
reporting platform which will reduce manual
processes, improve budget planning processes, and
provide additional transparency
• Assessment of ERP system to identify additional
upgrades and reconfiguration, or path to a new ERP
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FY 2020-21 Budget Allocation
Sources of Funding

Bridge
Enterprise
$120.9
6%

Other Revenue
$74.3
4%

General Fund
$550.5
28%

Debt Service
$81.0
4%
Multimodal
Services
$68.9
4%

HPTE
$16.6
1%

$1,990.0
Highway Users
Tax Fund
$587.0
29%

Uses of Funding

Federal
Programs
$640.7
32%

Contingency
Reserve
$51.0
3%

Other Programs
$24.0
1%

Administration &
Agency
Operations
$101.3
5%
Suballocated
Programs
$226.2
11%

$1,990.0

Capital
Construction
$1,076.8
54%

Maintenance
and Operations
$360.7
18%
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FY 2020-21 Budget Allocation

Budget Transparency
•

Recommendation 1B - Determining what project-specific information the Commission
would find useful to have as part of the budget and implementing a process to provide
that information.
•

Implemented
 Incorporated links in Budget Allocation Plan to information on open and planned
projects, both of which will be updated regularly on the CDOT website
 Added monthly agenda item to Transportation Commission meetings “Dashboard of
Major Projects and Notification of Developments/Variances” that includes reporting on
progress towards achieving program level expenditure targets and status of major
projects
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Budget Transparency
•

Recommendation 1C – Developing a
process to periodically amend the Budget
Plan throughout each fiscal year so it
reflects the most current revenue and
budget data.
•

Implemented
 Implemented a new budget
amendment process with the start of
the new Fiscal Year in July 2019. The
budget is now amended monthly with
review and oversight of the
Commission to reflect all changes
within the budget occurring during the
year.

Context – Actual federal revenues received vary from
those planned in the budget since appropriations occur
at different times during the fiscal year, and often
through multiple continuing resolutions. The audit
found that the Annual Budget was not updated to
reflect all changes in federal revenue during the fiscal
year. Additionally, although the Transportation
Commission approved changes to the budget during the
fiscal year in Budget Supplements, these changes were
not incorporated into updates to the Budget Allocation
Plan document.
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Annual Spending
•

Recommendation 2 – The Transportation
Commission should ensure that
the…annual budget adheres to statutory
requirements by only approving Budget
Allocation Plans that show how much
money the Department plans to spend on
each budget category based on all
available funding.
•

Partially Implemented – Anticipated
completion March 2020
 Incorporated a forecast of
expenditures in the FY 2019-20
Budget Allocation Plan
 By March 2020 – Incorporation of New
Spending Plan in the FY 2020-21
Budget Allocation Plan, showing
planned expenditures by category for
the fiscal year based on all available
funding

Context – Due to the multi-year nature of capital
construction projects, timing of project selection
processes, and variability associated with project
delivery schedules including local agency project
delivery, the Budget Allocation Plan historically
showed how revenue is allocated each year, but did
not reflect actual estimated expenditures for the fiscal
year, funded through both new revenue and cash
balances from prior fiscal years.
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Annual Spending
•

Recommendation 3A/3B - …Establishing a
process to conduct ongoing budget-toactuals analyses….
•

Implemented
 Implemented monthly reporting of
budget to actuals in February 2019,
which is posted on the CDOT website
monthly and reported to the
Transportation Commission quarterly
 Updated methodology for assigning
project expenditures to budget
categories, and developed new
documentation outlining process

Context – CDOT reports budget to actuals to the Office
of the State Controller on a monthly basis, however,
budget to actuals reporting has followed the format
required by the OSC, which is consistent with the Long
Bill rather than the categories in the Budget Allocation
Plan. While the Department reported on budget to
actuals in the Budget Allocation Plan categories on a
program level internally, CDOT has not historically
reported budget to actuals by Budget Allocation Plan
category in a comprehensive fashion.
Future Improvements – CDOT is working to automate
the budget to actuals reporting process and to align
with the Spending Plan to be incorporated into the FY
2020-21 Annual Budget. The deployment of a new
budget management and reporting platform will
further improve upon this process, as will potential
improvements/ upgrades to CDOT’s ERP system.
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Annual Spending
•

Recommendation 3C - …Implement
controls to ensure that its spending
during each fiscal year does not exceed
the budget for each line item in the
Budget Allocation Plan by working with
the Office of the State Controller…
•

Partially Implemented – May 2021

Context – Fiscal Procedures Manual requires reporting
to the Office of the State Controller in the format of
the Long Bill, although the audit found that reporting
should be in the format of the budget adopted by the
Transportation Commission (i.e. Budget Allocation
Plan). The OSC has indicated that its systems are
configured based on the Long Bill, and not equipped to
accept budget to actuals reporting in this format.

 Consulted with the Office of the
State Controller
 Not pursuing statutory changes to
requirement, pending consideration
of further changes to budget
structure and additional consultation
with the OSC
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Fraud Detection
•

Recommendation 4A – The Department should strengthen its controls and
processes…by implementing system controls in SAP to ensure that all federal taxpayer
identification numbers align with IRS requirements.
•

Implemented
 Updated SAP configuration of the vendor master data record to be IRS-compliant by
requiring entry in the FEIN field (federal employer identification number) for all
domestic vendors
 Established a process to handle exceptions for vendors without an FEIN (i.e. foreign
vendors), and for those Right of Way vendors for whom CDOT is unable to obtain a
taxpayer identification number
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Fraud Detection
•

Recommendation 4B/4C –…Implementing
policies and procedures to routinely
analyze its vendor and payment data…and
investigate any unusual patterns or
anomalies...
•

Implemented
 Implemented new risk and control
analytics software platform (Galvanize
Highbond), automating specific
monitoring and detecting controls
 Assigned staff to monitor and analyze
vendor and payment data and develop
and implement a continuous fraud
detection program
 Investigated payment and vendor
records identified by the audit and
did not find any instances of fraud

Context – The audit included analysis of a large volume
of vendor and payment data using current best
practices to identify patterns that can sometimes
indicate potential fraud. Examples include vendor
records with the same address as employees,
transactions posted on a holiday, and rounded invoice
amounts, among others. The audit did not find any
instances of actual fraud. Similarly, CDOT reviewed
the same data and also found no instances of fraud.
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Construction Project Debudgeting and Closure
•

Recommendation 5A – The Department
should maximize its current and future
construction funding through timely
closure of construction projects and
release of unused project funds by
developing…reports to easily evaluate the
timeliness of the final review process,
project phase closure, release of unused
funds, and project closure.
•

Implemented
 Developed and deployed new
dashboards supporting the tracking of
projects from substantial completion
through closure, including acceptance
dates, remaining budget, and number
of days to close
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Construction Project Debudgeting and Closure
•

Recommendation 5B/5C – …Implementing written policies and procedures to comply with
statutory requirements under Senate Bill 16-122, including defining substantial
completion.
•

Implemented
 Developed policies and procedures and incorporated in new guidance document which
defines substantial completion, establishes a standard timeline for closure steps, and
process for how reporting will be updated, reviewed, and used to ensure compliance with
SB 16-122
 Developed exception process for projects with a legitimate reason for an extended
closure timeline
 Developed process for management review of the final review process, project closure
and release of unused funds
 Additionally, initiated other improvements to accelerate the project closure process. A
new process for landscape warranty removes landscape work from some contracts,
eliminating a common reason for projects remaining open for a significant period of time
after substantial completion.
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Master Task Order Contracts
•

Recommendation 6A – The Department
should ensure that is has effective
controls over the cost, duration, and
scope of work in master task order
contracts by ensuring that the contract
scopes…conform with OSC policy…and
include discrete categories of project
deliverables…
•

Implemented
 Updated training curriculum to include
a new stand-alone SOW module
providing instruction on appropriate
level of detail for SOWs, required
elements, and appropriate
descriptions of project deliverables
 Updated CDOT Procurement Manual to
ensure customers have understanding
of all contract types, and how and
when specific contract types are used

Context – The audit found problems with five Master
Task Order contracts reviewed, and with 80 of 84 task
orders. However, in general these were not individual,
unique problems but rather a series of discrete issues
that repeated themselves across the sample. For
example, a large number of the instances related to
the fact that CDOT used a separate Master Price
Agreement for consultant rates rather than
incorporating those consultant rates into contract
documents.
Future Improvements – The Department is leveraging
an existing electronic document management system
(OnBase) to move multiple manual contracting
processes into workflows in the OnBase platform. This
will reduce manual processes, increase efficiency,
transparency, and strengthen review and approval
processes.
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Master Task Order Contracts
•

Recommendation 6B – …Ensuring that (1) supervisors review all contracts and task
orders to ensure compliance with all applicable requirements and (2) staff with
authority to sign the contracts and task orders perform a secondary review before
executing those documents.
•

Implemented
 Developed a new robust clearance process that identifies different levels of review and
approval for scopes of work by type of good/service and dollar amount. The clearance
process includes an elevated review (Supervisors, Division Directors, Executive
Management and AG Office, depending on good/service and dollar amount) of SOWs,
procurement/contracting method, and authorization to proceed.
 Issued CFO memo to contract signatories, outlining responsibilities for review and
approval of contracts
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Master Task Order Contracts
•

Recommendation 6C – …Requiring staff to document preapproval of additions or
changes to consultant and subcontractor rates through either (1) formal amendments
to the contract or task orders, or (2) incorporating Master Price Agreements into the
contracts and referencing those documents as the authoritative source of rate
amounts.
•

Implemented
 Incorporated references to Master Pricing Agreements in new Master Task Order
contracts. New Master Task Order contracts now reference the authoritative price
agreement.
 Incorporated documentation of required staff preapproval of additions or changes to
consultant or subcontractor rates into Master Pricing Agreements.
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Master Task Order Contracts
•

Recommendation 6D – …Updating the template for master task order contracts used to
obtain professional services to ensure that the contracts specify an end date.
•

Implemented
 Updated Professional Services contract template to incorporate end dates, and require
specific end dates in all contracts

•

Recommendation 6E – …Updating the delegation agreement with the State Controller
to specify which staff have authority to sign high-risk contracts…
•

Implemented
 Updated waiver with the Office of the State Controller, providing authority for the
CDOT Controller to execute non high-risk contract types.
 Consulted with Office of State Controller on updates to delegation agreement.

18

Additional Efforts

In addition to the specific recommendations, CDOT is embracing the spirit of the
audit and taking additional steps in order to better show taxpayers how we are
prioritizing their dollars towards projects, and to further increase transparency
and accountability
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Business Process and Technology
Modernizing business processes, evaluating
and updating technology
•
•
•

New budget management and reporting
platform
Assessment of ERP system
Investments in new tools to support
construction project management,
electronic invoicing, contract workflow, and
electronic signatures
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Transparent Public Planning Process
Conducting more transparent process of allocating funds to projects, with input from the
public

Provide all areas of
the state equal
opportunity to
provide input in the
planning process.

Bring all modes
and varying
needs into a
single statewide
conversation.

Give small
projects equal
consideration
as large
projects.

Identify what
Coloradans want
from their
transportation
system and what
projects best
deliver that vision.
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Project Reporting
Setting targets to drive more efficient delivery of projects, and deploying new reporting
on projects funded through additional legislative funding
•

•
•

Set targets for
preconstruction and
construction management and
oversight of 20% for large
projects and 15% for small
projects
Identifying opportunities for
additional efficiencies and
cost savings
Deploying dashboards to
report to public on project
status and expenditures for
projects funded through
additional legislative funding
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Contracting Methods
Assessing contracting methods to ensure best tool is used for each project
•
•
•
•
•

•
•

In 2013, the legislature expanded the “tools available to CDOT” to utilize several innovative
procurement methods
The federal government has encouraged states to look at these and other methods of
alternative delivery
CDOT has applied national best practices in terms of its alternative delivery program
With the law in place for the better part of a decade now, it is a good time to review projects
that have been completed since the change in order to further refine best practices and make
sure we are using the best tools for each kind of project
CDOT will be initiating a retrospective review of construction contracts since the
implementation of the law in 2013, with the goal of examining when DBB, DB, CMGC and other
methods were used, examining the profile and performance of each project and the program as
a whole
The goal of this exercise will be to produce a report that informs an internal best practices
document to help CDOT regions identify the best tool before initiating each project
Report should be completed by this summer
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Questions ?

