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MEMORANDUM 

TO:  CDOT STAFF
FROM:  STEVE HARELSON, CHIEF ENGINEER AND JEFF SUDMEIER, CHIEF FINANCIAL OFFICER 
DATE:  SEPTEMBER 6, 2022 
SUBJECT:  DIRECT TO PROJECT CONSTRUCTION ENGINEERING CHARGING 

As a steward of public dollars, CDOT needs to ensure that our spending is accountable and transparent.  
CDOT spends nearly $1 billion dollars a year on capital construction, and when spending that level of 
money, there is considerable scrutiny. In recent years, CDOT has increased its efforts to improve 
transparency and accountability in its expenditures across all programs.  Capital construction, by far 
our largest program, remains an important focus in this effort.  We have created public facing 
dashboards that detail our spending on all categories of preconstruction and construction costs and 
have expanded the detail that we include on our timecards so that project managers understand how 
much time is being charged to a given project, and what tasks are being completed in that 
time.  Historically, our construction management services are charged to the “Construction Engineering 
(CE) Pool,” which are cost centers funded by a charge (rate) levied on all construction projects- 
currently 12.5 percent.  Consultant task orders and CDOT staff time are charged to CE cost centers, 
with cost center budgets established programmatically rather than on a project-by-project basis.  
Thus, if a project is very simple and does not require complex construction management it still pays 
12.5 percent into the pool.  Conversely, a complex project that requires 24-7 management and lots of 
inspection and testing will contribute only 12.5 percent but charge far more than that to CE cost 
centers. 

To provide more project-by-project control, CDOT plans to move to a direct to project model for CE 
charges.  This will be very similar to how design work has long been budgeted and charged.  Project 
managers will evaluate project complexity, and budget dollars for CE in accordance with project 
needs. A simple project might only need devote 5% percent of its budget to CE charges, while a 
complex project might need 18%.  Evaluating the needs of specific projects will ensure that each 
project gets the construction management budget it needs, rather than being steered to a program 
wide average. Transitioning to a direct to project CE model will allow for greater project level control 
of CE expenditures, as well as increased transparency, and will directly support CDOT’s Wildly 
Important Goal (WIG) on the efficient use of taxpayer funds and efficient construction project delivery. 

While such a change appears simple on the surface, as with most seemingly simple efforts, the devil is 
in the details. We recognize that this change will ripple through several our workflows- budgeting, 
reporting, the Form 65 and consultant procurement- to name a few. In the coming months, we plan to 
create a small Quick Action Team to lead this effort in rooting out the goblins amongst the details and 
establishing an implementation plan and schedule. The Quick Action Team will be comprised of 
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multiple levels of engineering and business staff representing each region and headquarters.  The team 
will be small and agile and focused on the goal of direct to project CE charging.   

It is expected that this transformation will occur in two phases. In the first phase, consultant task 
orders will move to direct to project. In the second phase, the majority of CDOT construction staff 
charges will move direct to project. It is anticipated that even when these two phases are complete, 
there will still be a residual need for CE pool charges, for example, central lab testing where materials 
testing occurs in a manner that it would be difficult to assign to individual projects. While the Quick 
Action Team will define the final implementation plan and schedule, we are anticipating that may look 
something like this: 

Present State CE Rate remains at 12.5% with all CE charges made to CE cost 
centers.

Phase 1-Winter/Spring 2023 Consultant Task Orders move direct to project. CE Rate is 
lowered to some as yet unknown level to pay for CDOT staff 
charges- likely in the range of 4-5 percent. Projects advertised 
prior to phase 1 will remain under the Present State system. 

Phase 2-Winter/Spring 2024 CDOT Project Staff Charges move direct to project. CE Rate is 
lowered to some as yet unknown level to pay for residual 
project support staff in materials lab, etc.- likely in the range 
of 2 percent. Projects advertised prior to Phase 2, but after 
implementation of Phase I, will remain under the Phase I 
system. 

Over the coming weeks we will work with Region Transportation Directors to identify region 
representatives and assemble a Quick Action Team. We intend to move to implementation quickly, 
however, we also plan to ensure sufficient time is provided to fully understand the requirements and 
implications of implementation. While no change is without challenge and no solution is perfect, we 
are confident that the move to a direct to project CE model is the right direction for CDOT. We 
appreciate your support in this transition and look forward to working with the Regions and the Quick 
Action Team in making this transition successful. 

_____________________________________________________________
Stephen Harelson, P.E., Chief Engineer 

______________________________________________________________ 
Jeff Sudmeier, Chief Financial Officer 


