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Escrow of Project Funds

This construction bulletin revises subsection 121.3.5 of the CDOT Construction Manual to provide guidance on the escrow of project funds after completion of a construction project.





Please print a copy of this bulletin and the attachment and keep it with your copy of the Construction Manual.
If you have questions, please contact your Area Engineer in Project Development.
The Construction Manual and Construction Bulletins can be found on the Design and Construction Project Support web page at: 
http://www.coloradodot.info/business/designsupport
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· Office of Financial Management and Budget with copies to the Projects and Grants Section and the Contracts and Market Analysis Branch. 



· The request will explain why project charges cannot be placed in escrow or borne by a like-funded project.



· The Projects and Grants Section will record the additional phase extension upon approval.



· The Contracts and Market Analysis Branch will monitor and track the status of all projects that have been extended beyond the allotted six months after project acceptance. 



· The Region is to report the status of construction phase extensions in the remarks section of Form 517 –  Status of Construction Project Finals with a brief explanation of the reason for construction phase extensions and the anticipated extension period, in months, after project acceptance.





121.3.5  Escrow of Project Funds



The Department's project closure agreements with the FHWA require that the construction phase of projects be closed six months after CDOT accepts the project from the Contractor. The procedures discussed in this Section will be used on projects with unresolved labor claims or subcontractor/supplier liens or when the Contractor fails to submit the required forms. Note that this process cannot be used when one of the following applies:



· The Contractor has filed a claim in accordance with subsection 105.23 of the Standard Special Provision, Revision of Section 105 – Disputes and Claims for Contract Adjustments [projects controlled by the 2005 Spec Book].

· The Contractor has filed a claim in accordance with subsection 105.24 of the Standard Specifications [projects controlled by the 2011 Spec Book].

· The amount of any payment is in dispute. 



When the project construction phase is complete except that the final estimate cannot be processed because of unresolved labor complaints or supplier liens or the Contractor has not submitted the required forms, the Region Finals Engineer will notify the Projects Accounting & Reporting Section of the Division of Accounting and Finance at (303) 757-9571 to initiate the escrow of project funds. The following actions will be taken:



1. Labor Issues. The following procedures will be used when the issue relates to labor complaints or other labor pay issues:



· The Projects Accounting & Reporting Section will charge the project for the amount of the labor complaint and escrow the funds.



· Upon notification, the Region Finals Engineer will run the final pay estimate, close the project, and initiate or request initiation of Form 950. 



· When the final estimate is run, the amount of the labor complaint previously withheld from the Contractor will be zeroed out in SiteManager and the term “Escrowed” entered in the supplemental item description field in the Items Window in SiteManager.  



· The Contracts and Market Analysis Branch will track the labor complaint and notify both the Region Finals Engineer and the Projects Accounting & Reporting Section when the complaint has been resolved.



· The Projects Accounting & Reporting Section  will prepare a payment voucher in accordance with the final resolution of the labor claim.



2. Subcontractor or Supplier Liens. The following procedures will be used when the issue relates to subcontractor or supplier liens:



· The Region Finals Engineer will run the final estimate, close the project, and initiate or request initiation of Form 950.



· When the final estimate is run, the amount of the lien previously withheld from the Contractor will be zeroed out in SiteManager and “Escrowed” entered in the supplemental item description field in the Items Window in SiteManager. .



· Simultaneously, the Finals Engineer will submit to the Projects Accounting & Reporting Section a request to escrow the funds.  This written request will include: 



· project number, 

· project code number (PCN), 

· location, 

· reason for escrow, 

· dollar amount escrowed, 

· vendor number (from contractor payment voucher), 

· contractor name and

·  the contractor address. 



· When the final pay estimate is processed for payment, the Projects Accounting & Reporting Section will establish an escrow for the same amount as the lien. 



· When the Projects Accounting & Reporting Section receives a release of escrowed liens or other resolution of the escrowed lien, payment will be made to the appropriate party from the escrow account. The Projects Accounting & Reporting Section will notify the Region Finals Engineer of either of these actions.



3. Contractor Failure to Submit Required Forms. The following procedures will be used if the Contractor fails to submit the required forms, except when final quantities and additional payment may be affected:



· The Region Finals Engineer will verify that the Contractor has been notified of forms not received (i.e., by means of the project acceptance letter and/or other correspondence) and will run the final estimate, close the project, and initiate or request initiation of Form 950. 



· Simultaneously, the Finals Engineer will submit to the Projects Accounting & Reporting Section a request to escrow the funds.  This written request will include: 



· project number, 

· project code number (PCN), 

· location, 

· reason for escrow, 

· dollar amount escrowed, 

· vendor number (from contractor payment voucher), 

· contractor name 

· and the contractor address.



· Upon written notification by the Region Finals Engineer, the Projects Accounting & Reporting Section will prepare a journal voucher for the final payment  and establish an escrow account.



· When the Contractor submits the required forms, the Region Finals Engineer will notify the Projects Accounting & Reporting Section to release the escrowed final pay estimate amount to the Contractor. 



· If any of the overdue forms relate to payment issues that depend on paperwork submittal, the Project Engineer will review the forms upon receipt for correctness and forward them to the Region Finals Engineer. The Region Finals Engineer will revise Form 96 and make distribution of copies. The Projects Accounting & Reporting Section will release the appropriate amount to the Contractor.



The Projects Accounting & Reporting Section will provide a quarterly status report of escrowed final pay estimate amounts to the Region Finals Engineer and the Contracts and Market Analysis Branch.



Note that Form 96 will identify and itemize dollar values that have been escrowed. 
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