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Ladies and Gentlemen: 

We are pleased to submit our performance audit of the operations of the Virginia Department of 
Transportation (VDOT) as outlined in our Scope of Work document.  The audit was conducted in 
accordance with generally accepted government auditing standards.  Those standards require 
that we plan and perform the audit to obtain sufficient, appropriate evidence to provide a 
reasonable basis for our findings and conclusions based on our audit objectives.   

Our report is organized into several sections which are outlined in the Table of Contents.  
Following our transmittal letter is the Executive Summary which provides an overview of the 
scope of the audit and a summary of our findings and recommendations.  The main body of the 
audit is divided into five areas: 

 Funding for transportation 
 Maintenance of system assets 
 Project development and execution 
 Operations related to safety and congestion mitigation 
 Compliance with VDOT’s downsizing initiative, referred to as the “Blueprint”  

A glossary of terms is also provided as a reference. 

Our work was conducted over the past three months and involved numerous interviews with 
professional staff in the Central Office divisions and with employees of over half of the district 
offices.  We were provided with direct access to the systems used to manage VDOT operations 
and spent time learning the tools at management’s disposal to monitor operations.  Samples of 
projects and transactions were selected and walked through the process step by step to 
understand and evaluate what actually transpired.  Internal policies and procedures and 
management initiatives written over the last several years were reviewed, as well as numerous 
external audit and management reports.   

We would like to thank the Commissioner, division Chiefs, district Administrators and their 
employees for their assistance during the course of this audit.  We encountered many dedicated 
and professional employees throughout the course of the audit, and their willingness to take the 
time to provide us with requested information was a key reason for completing this report in the 
requested time frame. 
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Executive Summary  i 

Executive Summary 

Introduction and Background 

The Virginia Department of Transportation (VDOT) is responsible for the transportation network 
of the Commonwealth based on the direction of law and the Commonwealth Transportation 
Board (CTB).  The network is composed of a variety of assets including highways and bridges; 
pedestrian and bicycle lanes and sidewalks; ditches and pipes; signals and signs; ferries; and 
any number of other structures and activities that help move people and goods over the 
highway system.  VDOT oversees the third-largest state-maintained highway system in the 
country behind North Carolina and Texas.   It is one of only a handful of state DOTs that have 
responsibility for maintaining secondary road systems.  Its mission is to “plan, deliver, operate 
and maintain a transportation system that is safe, enables easy movement of people and goods, 
enhances the economy and improves our quality of life.” 
 
Funding for VDOT’s activities is derived from several sources.  Federal revenues are the largest 
single source of funding to the highway construction program, and are now a major source of 
funding for maintenance projects as well.  Approximately 95 percent of all state transportation 
revenues are generated from taxes and user fees, primarily the motor fuels tax.  Revenues are 
primarily deposited in one of two funds.  The Highway Maintenance and Operating Fund 
(HMOF) supports maintenance and operations activities. The Transportation Trust Fund (TTF) 
primarily supports highway construction projects, but is also a source of funding for mass transit, 
ports and airport projects. 
 
The following table summarizes the revenue sources that support VDOT’s fiscal year 2011 
budget of $3.3 billion. 

Sources of Revenue for Fiscal Year 2011 (in millions) 

Source HMOF TTF* Total 

Motor fuels tax $   727 $     83 $   810 

Vehicle sales and use tax 273 117 390 

Vehicle license tax 221 17 238 

Retail sales and use tax - 385 385 

Federal  - 881 881 

Other 113 375 488 

Bonds - 132 132 

Transfer to HMOF 511 (511) - 

Total $ 1,845 $ 1,479 $ 3,324 

Source:  Annual budget FY 2010-2011 

* includes highway share of TTF, federal CPR bonds and other special funds 
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This table references a transfer from the TTF to the HMOF of $511 million.  By law the 
resources above must be applied in a specific order.  After first paying debt service and required 
support to other agencies, highway maintenance and operations activities must be supported 
before construction.  The concept provided for in the Code of Virginia supports adequate 
maintenance of existing assets before funding construction of new infrastructure.  This 
“crossover” of funds from construction to maintenance occurs when there are insufficient 
revenues designated for the HMOF to cover maintenance and operations activities.  As a result, 
construction activities have had to be curtailed in order to provide a minimum level of support for 
maintenance operations. 
 

The fiscal year 2011 budget is allocated into the following programs  
(in millions) 

Program Budget  

Highway system maintenance $ 1,345 

Highway system acquisition and construction 984 

Toll facilities 51 

Ground transportation planning and research 42 

Financial assistance to localities 367 

Administrative and support services 217 

Debt service 248 

Support to other agencies 54 

Other expenditures 16 

  Total  $3,324 

 
It is fair to say that Virginia is at a crossroads in transportation.  Since 2008, the economic 
downturn has caused revenues to plummet.  The $3.3 billion budget is $54 million less than the 
revised 2010 budget and over $600 million less than the proposed fiscal year 2008 budget.  
These fiscal challenges caused VDOT to initiate a series of measures to downsize its 
operations and to cut spending, referred to as the “Blueprint.”  One of the Blueprint targets was 
to reduce staff size to 7,500 employees, a reduction of approximately 10 percent.  Blueprint 
compliance is addressed later in this report. 
 

Economic impact of transportation spending 
The Virginia Department of Transportation is one of the largest procurement agencies in the 
state, spending more than $2 billion annually on contractual services.  Accordingly, any variation 
in project spending will have an impact on Virginia’s economy. 
 



 

 

Executive Summary  iii 

Jobs created.  For many years, the Federal Highway Administration (FHWA) has periodically 
estimated the employment impacts of highway capital expenditures.  For 2007, on average, 
every $1 billion of federal highway expenditures supported 30,000 jobs. The employment 
estimate includes direct positions with construction and construction materials firms, supporting 
positions such as guardrail construction and installation, and induced, positions which are jobs 
supported by the construction industry. 
 
Economic impact.  The American Association of State Highway and Transportation Officials 
(AASHTO) reports that every $1 spent on transportation generates $2.50 to $5.83 in economic 
activity.  Therefore, $1 billion in highway expenditures would conservatively generate $2.5 billion 
in economic activity. 
 
State revenues.  Increased economic activity will in turn generate additional tax revenues.  
Based on the REMI regional economic forecasting model, $1 billion in construction spending will 
generate $72 million in state tax revenues. 
 
The recommendations in this report will enable the Department to deliver projects in a more 
timely manner.  Utilizing the federal data above, every $100 million spent on highway 
construction and maintenance projects could have an impact on the economy as follows: 

 3,000 jobs are created or supported 

 $250 million in economic activity is generated. 

 $7.2 million in state revenues in the form of taxes and fees. 

Scope of Services 

The overall purpose of the performance audit is to provide an independent assessment of 
VDOT’s organizational structure, programs and operations and determine whether they are 
operating efficiently and effectively in carrying out the mission of the Department.  Findings and 
recommendations are designed to reduce duplication of effort, increase programmatic 
efficiencies and effect cost savings wherever possible.  Prior audits and studies of VDOT, both 
internal and external, were reviewed and considered in order to take advantage of analyses 
already performed and to avoid duplication of effort. 
 
This audit report is organized into five functional areas: funding for transportation, maintenance 
of roads, bridges and other assets, project development and execution, operations related to 
safety and congestion mitigation, and compliance with the Blueprint initiative.   
 

Funding for transportation 
Allocating, applying and managing funding sources for maintenance and construction projects is 
a very complex process.  The overall audit objective was to determine whether all available 
funds are being applied, and whether the process effectively supports project development 
efforts.  Current balances of state maintenance funds, federal allocations, ARRA (stimulus 
funds) and federal toll credits are summarized.  The strategy of obligating and spending federal 
funds was reviewed, with a focus on finding ways to streamline the process.  
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Maintenance of roads, bridges and other assets  
VDOT conducts an annual evaluation of the condition of state roads and bridges.  This condition 
assessment forms the basis for the allocation of maintenance funds to interstate highways, 
primary and secondary roads, and bridges based on condition targets set by the 
Commonwealth Transportation Board (CTB).  The assessment also forms the basis for 
allocating funds to the nine districts throughout the Commonwealth.  The process by which the 
assessment was converted to district operating and maintenance budgets was evaluated 
whether processes were in place to ensure that funds were being spent in accordance with CTB 
priorities was also evaluated.  Finally, the budget process was reviewed in detail to determine 
whether funds were being spent as planned.  A separate analysis was performed on carryover 
funds. 
 

Project development and execution 
The project development and execution process for both maintenance and construction projects 
was reviewed.  A “project” includes everything from a simple secondary road resurfacing to very 
complex projects such as the Woodrow Wilson Bridge replacement.  A major focus of the report 
was to increase efficiencies by streamlining the process.  Current performance metrics as 
reported on VDOT’s Dashboard monitoring system were evaluated to determine whether the 
metrics were making a positive contribution to management effectiveness.   
 

Operations relating to safety and congestion mitigation  
The Blueprint organizational reductions were concluded in the April to June 2010 period.  It is 
too early to evaluate the effectiveness of these organizational changes; and as a result, 
maintenance operations and Central Office support operations such as payroll, accounts 
payable and human resources were not a focus of this audit.  However, operations relating to 
safety and congestion mitigation were reviewed and evaluated. 
 

Validation of Blueprint changes  
During fiscal year 2009, VDOT initiated a plan to downsize the organization which became know 
as the Blueprint.  Specific targets and operating directives were included in the 2009 Virginia 
Acts of Assembly, Chapter 781.  Operating targets in the legislation included: 

 Reduce total positions by approximately 10 percent to 7,500 full-time positions; 

 Reconfigure VDOT organizational structure to achieve at least a 30 percent reduction in 
the number of Central Office divisions, residency offices, and equipment and repair 
shops; and 

 Ensure that contractual spending is at least 70 percent of total VDOT expenditures. 

The legislation also required that VDOT apply its resources to its core activities of emergency 
response, congestion mitigation, pavement rehabilitation and bridge repair based on objective 
condition assessments. 
 
In addition to validating that these targets were met, to the extent possible key elements of the 
Blueprint were evaluated to determine whether they support the mission of VDOT. 
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Methodology and Approach 

Under Government Auditing Standards applied to performance audits, sufficient evidence must 
be gathered and evaluated in order to form a basis for the auditor’s conclusions relating to the 
audit objectives.  Internal policies and procedures and management initiatives written over the 
last several years were reviewed, as well as previously issued external audit and management 
reports.  Fieldwork was conducted over a three-month period and involved numerous interviews 
with professional staff in the Central Office divisions of VDOT and with on-site visits to four 
district offices.  Experience with the tools available to manage processes was obtained through 
direct access to the systems used to manage VDOT operations.  Samples of projects and 
transactions were selected and were followed step by step through the process at the districts 
as well as Central Office.    
 
Discussions were held and feedback was obtained from external stakeholders of the project 
development process.  Two focus groups were conducted: one with members of the highway 
construction industry and one with members of the professional engineering and consulting 
industry.  Their comments and feedback were obtained early in the process and provided 
additional direction to our audit process. 
 
Additionally, an internal website was established for VDOT employees to submit suggestions for 
improving internal processes.  Several of the recommendations received were followed up on 
with the employee.  The District Administrators’ Council also provided input on several 
streamlining recommendations that were evaluated during the audit. 
 
Finally, three internal focus groups were conducted to review and discuss potential findings and 
recommendations.  Members from Central Office divisions as well as representatives from the 
districts attended each meeting, which covered the functional areas of project development, 
program funding, and maintenance and operations. 
 

Summary of Observations, Findings and Recommendations 

Funding for transportation 
Projects cannot move forward efficiently without an effective strategy to fund projects.  It is a 
complex process where multiple funding sources, each with its own set of eligibility rules, are 
routinely brought together to fund a single project.  A number of significant opportunities in the 
funding process to accelerate the pace of executing new projects as well as free up additional 
funds to put on projects have been identified.  

 
Recommendations to free up funds for projects 

Revise reserve cash and funding policies.  Current cash management policies for the 
construction fund leave a significant balance of cash throughout the year.  The construction fund 
cash balance at June 30, 2010 was $478 million, which represents over 5½ months of 
construction spending.  By revising the policy to leave a 60- to 90-day working capital balance, 
and clearly lay out the parameters for the timing of bond sales, over $200 million can be freed 
up to be programmed on projects.     
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Revise federal funding reserve policy.  For budgetary planning purposes in the Six-Year 
Improvement Program (SYIP), add back the 10 percent of federal funding that is reserved out 
each year from the revenue estimate.  The use of the federal revenue reserve can accelerate 
the planning and development of approximately $524 million for projects.  Management will 
need to continue to monitor the federal funding and make appropriate reserve adjustments as 
they become known. 
 
Federal funding.  Accelerate the pace of project development by obligating federal funds more 
quickly through the development of a federal strategy that focuses on applying funds to projects 
as soon as the funds are available.  If 25 percent of the total allocation were obligated during the 
first quarter of the federal fiscal year, over $200 million in projects could be executed a year 
earlier.  Changes in project development will also need to be implemented to take advantage of 
the accelerated availability of funds. 
 
Recommendations to develop planned projects more quickly 

Improve monitoring of project allocations.  Actively monitor projects to ensure that 
allocations assigned to projects are being used.  By actively monitoring safety and regionally 
managed projects over $100 million in idle allocations could be used to start projects more 
quickly.  
 
Use of toll credits.  Utilizing over $400 million in federal toll credits will provide an option to 
using Capital Project Revenue (CPR) bonds or other state funds as a means of meeting the 
state match to advance high-priority projects.  Toll credits will allow more flexibility when 
deciding how to program the CPR bonds. 

 
Improve project monitoring of inactive projects.  Develop a business process to manage 
funding on projects to prevent balances from accumulating on inactive projects.  Last year over 
$160 million had to be released from inactive projects.  While these are not new funds, the 
funds can be transferred to projects that can be advanced sooner. 
 

Maintenance of roads, bridges and other assets 
VDOT is not performing maintenance on roads and bridges to the extent that funds are 
available.  During fiscal year 2010, a total of $355 million was spent on maintenance projects.  
However, this level of spending was: 

 $488 million less than the total allocation available for maintenance projects, and 

 $142 million less than the maintenance project expenditures in fiscal year 2009, even 
though the fiscal year 2010 allocation was $51 million higher than the fiscal year 2009 
allocation. 

There is an increasing trend of not using maintenance allocations in the year budgeted.  The 
unused allocation is referred to as carryover funds.  The carryover balance has grown from an 
average of under $40 million prior to 2007 to $529 million at the end of June 2010. 

A portion of the $529 million balance is a result of relatively minor delays in project spending as 
evidenced by outstanding contracts of $318 million.  However, at least $200 million of the 
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carryover balance has yet to be committed to a contract.    Given the condition of Virginia’s 
roads and bridges and the need for jobs in today’s economy, putting every public dollar to work 
is essential.   Based on the economy statistics published by the Federal Highway Administration 
(FHWA), the $500 million in unspent allocation balances could 1) generate or sustain 15,000 
jobs, 2) create or sustain $1 billion in economic activity and 3) return $36 million to the state in 
additional revenues in the form of taxes and fees.   
 
Our review points to several factors that have led to the above conditions.   
 
Lack of accountability for spending project allocations.  Effective monitoring and follow-up 
of district maintenance project budget reports did not occur to ensure that funds were being 
spent in a timely fashion.  District budget spending plans indicated that there was a problem 
with spending all the funds, but inadequate action was taken to address this issue once it was 
known.  There should be a process for monitoring spending plans and for requiring justification 
of material deviations from the original budgets based on need.  Finally, a routine process to 
communicate and resolve project delays among key stakeholders with programming and project 
development responsibilities in the districts and Central Office should be implemented. 
 
Overly conservative fiscal controls.  Senior management slowed project development due to 
fears of additional revenue shortfalls.  The slowdown was accomplished in part by not allowing 
preliminary engineering work to begin in the districts until funding for the entire project could be 
certified to the Central Office.  VDOT needs to evaluate any policy of fiscal constraint to 
minimize the impact on project development.  We recommend that for certain low-risk projects 
the districts be allowed to authorize preliminary engineering work based on their approved 
budget. 
 
Development controls applied to maintenance projects not aligned with risk.  
Maintenance projects are not being completed on a timely basis in part because they are 
developed under essentially the same process designed to provide controls over complex 
construction projects.   Low-risk maintenance projects do not need the same level of controls.  
VDOT should implement a process for analyzing the risk of projects during the initial scoping 
phase, and then categorize each project in a tiered process that applies the controls necessary 
to mitigate the project risk. 
 
Federalization of maintenance projects.  A policy to develop all eligible maintenance projects 
as federal projects that was implemented in 2008 added to project development time and 
reduced the flexibility districts had to manage the overall program. 
 
Implementation of the Blueprint.  The process to downsize the Department over the last 18 
months through staff reductions, organizational changes and other cost savings has had an 
impact on productivity. 
 
Impact of ARRA funding.  Some projects that would have originally been charged against the 
annual maintenance allocation were submitted instead for funding from the American Recovery 
and Reinvestment Act (ARRA). 
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Project development and execution 
The complexities and risks associated with a major interchange project are vastly different from 
a project to put in a left-turn lane or to repave a section of a rural primary road.  However, with 
the current project development process, each project is treated essentially the same, with the 
same level of approvals, reviews, certifications, verifications and controls.   
 
Projects are taking too long to develop.  It is taking too long to develop smaller low-risk 
projects.  VDOT should develop a risk assessment methodology and apply it to every project 
during the initial scoping phase.  A tiered development process should be established that 
aligns project risk with the processes and controls.  Separate processes should be considered 
for the following types of projects: 

 State-funded projects with limited or no plan requirements 

 Projects with federal funds that have limited or no plan requirements 

Designate certain maintenance activities for state-only funding. The policy of requiring 
most eligible maintenance projects to be developed as “federally eligible” slows down the 
development process for many small, low-cost maintenance projects.  VDOT should identify 
certain low-cost, high-volume activities as “state-only” and provide added discretion to the 
districts to designate projects as state-only once projects to meet their federal obligation have 
been identified. 
 
Lack of process transparency.  There is a lack of routine communication or monitoring on the 
status of projects among major stakeholders within Central Office management and the districts.  
Specific discussions on a routine basis should be established to focus on strategic operational 
plans, high-priority projects where key milestones are in jeopardy, and other pertinent 
operational issues. 
 
System tools have limited functionality.  The project scheduling tool has very limited 
functionality and is inadequate to manage complex projects.  The project management tool is 
designed for construction projects and is difficult to use for small low-risk projects. 
 
 The process for procuring professional services takes too long.  The best-case scenario is 
seven months, but a recent review by the Inspector General revealed that it could easily take 
over one year to hire an engineer to design a project.  VDOT should reevaluate current 
processes to first determine specifically what is legally required; then weigh the benefits of other 
process steps against the time added to the process. 
 
Establish routine communication with the industry.  The Commissioner or his designees 
should regularly meet with the companies working to build, operate and maintain the highway 
system of roads and bridges.  Agenda topics could include discussion of the current schedule of 
work to be advertised, and the review of construction bid specifications to identify opportunities 
for efficiency and cost reduction.   
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Operations relating to safety and congestion mitigation 
The effects that the reduction in Safety Service Patrols has had on congestion mitigation have 
not yet been determined.  VDOT will need to analyze the costs and effects of this reduction on 
congestion, safety and the environment.  This analysis could suggest a change in the number 
and location of these patrols. 
 
VDOT has a robust Congestion Mitigation Plan; however, the general public is not fully aware of 
many of its capabilities.  For example, the current 511 system has the capability of sending 
emails to citizens advising them of traffic conditions throughout the day, but only 300 users have 
signed up for this system.  VDOT should develop a marketing plan to inform the public of its 
congestion mitigation capabilities, especially in the high-congestion areas. 
 
The regional Transportation Operations Centers (TOCs) play a pivotal role in emergency 
response and congestion mitigation and are a focal point for collecting and sharing traffic 
information.  VDOT needs to improve the connectivity among the TOCs to enhance data and 
communication sharing while providing additional operational redundancy.  In addition, VDOT’s 
overall response to emergencies would be enhanced if its TOCs were integrated with the 
operations of law enforcement, emergency management, fire and rescue and other 
transportation agencies.  VDOT’s TOC in Northern Virginia could serve as a model.   
 
The technology needs of the TOCs should be continually reviewed and updated because the 
cycle of technology obsolescence is much more rapid for this area than for traditional roadway 
assets.  Providing technology funding and leveraging innovation, whether from the private or 
public sector, is key for improving the emergency response and congestion mitigation functions 
of the TOCs. 
 

Impact of Blueprint implementation 
The Department has implemented most of the Blueprint initiatives and met the reorganization 
and operational goals set by the General Assembly.  Key targets for reducing employee staffing 
levels to 7,500, achieving contractual spending levels of 70 percent of total expenditures, and 
consolidating certain organizational units have been achieved while focusing on the 
Department’s primary functions of emergency response, congestion mitigation, pavement 
rehabilitation, and bridge repair and replacement. 
 
However, many of the Blueprint initiatives were made without the benefit of review and revision 
to current business processes.  Blueprint was a process to quickly downsize the Department in 
response to sharply declining revenues.  It was not a strategic realignment.  The Performance 
Management Division can play a pivotal role in analyzing business processes and providing 
recommendations for reengineering operations and future staffing levels. 
Due to recent implementation of the Blueprint, it is difficult to determine how the staffing and 
reorganization changes will affect the Department’s ability to achieve its mission.  The 18 month 
implementation with three phases of staff reductions has had a negative impact on staff morale 
and productivity.  Some performance metrics have slipped in the last year, which could be 
expected during the implementation of the Blueprint changes.  Continuing to make business 
process improvements by reducing or removing unnecessary restrictions and reviews should 
have a positive effect on staff morale. 
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Timely and effective implementation of the Planning and Investment Manager (PIM) role in the 
districts will assist in addressing several of the recommendations in this report.  The PIM role is 
to manage and provide leadership to ensure the effective use of all available federal and state 
transportation funds while complying with applicable federal and state regulations and policies.   
 
Project and service delivery outsourcing needs continuous monitoring to ensure effective 
performance.  In addition, VDOT should develop policies and procedures for determining the 
services to outsource and analyzing the mix of staffing and outsourcing, including consideration 
of the use of managed competition as an alternative when determining the appropriate service 
provider.  The Department needs to ensure that critical staffing is maintained for the support and 
delivery of maintenance, operations, and frontline emergency response, and the preservation of 
core engineering expertise. 
 
The Department actually exceeded its staff reduction due to additional staff attrition after the 
staffing cuts were made.  Now the Department is in a position to make the necessary hiring 
decisions based on an analysis of its operating needs.  While the Department fell well below the 
7,500 target, this gap between the current employment and approved employment levels 
provides VDOT with the ability to make strategic hiring decisions. 
 

Final Thoughts 

VDOT is a very large, complex organization with multiple parts and functions that must work 
together to deliver a product or service.  Bringing about major changes in such an organization 
can be a challenge because it is largely driven by processes, procedures and tradition.  In order 
to put the challenges facing the Department over the last couple of years in perspective, both 
external and internal events need to be considered.  First, the Department had to deal with 
unprecedented drop in revenues, requiring a number of midyear adjustments that cut billions out 
of the six-year capital budget, and a painful downsizing and reorganization.  Second, in the 
middle of the downsizing effort, the Department received $650 million in new federal funding 
with a short turnaround time.  Finally, there have been seven changes in leadership at the 
Commissioner level over the past 12 years, each with its own set of strategic priorities.   
 
Some of the recommendations in this report are very specific to one functional area and 
implementation will be straightforward.  Other recommendations may be more difficult to 
implement because they involve many functions within the organization.  For these Department-
wide recommendations to be successful, a cultural change needs to take place.  There needs to 
be openness to new ideas and changing current business processes.  As conditions change, 
this presents an opportunity to evaluate and revise business processes and not rely solely on 
tradition.  In reviewing these processes, the Department should instill a working environment 
that applies controls based on the level of risk. 
 
More specifically, the following criteria should be used to review and revise controls, policies 
and procedures and to create an enabling environment for innovation and streamlining the 
development and delivery of construction and maintenance.  
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 What are the risks? 

 How much risk are we willing to accept? 

 What processes and controls should be implemented to mitigate those risks? 

 What are the costs in terms of both dollars and operating effectiveness associated with 
those controls? 

 Are there alternative processes that could be applied? 

Due to the multitude of laws and regulations, VDOT will continue to be a rules-based 
organization.  However, a robust risk assessment conducted at the beginning of the project 
development process can improve the efficiency of business operations while at the same time 
ensuring proper controls to mitigate the risks identified.   
 
Many of the recommendations in this report, while validated by our audit analysis, come directly 
from discussions, interviews and focus groups with the professionals who work at VDOT.   
Implementing these changes will require VDOT to: 

 Set a clear overall direction for all divisions in the Central Office and the districts that 
champions VDOT’s core mission to “plan, deliver, operate and maintain a transportation 
system that is safe” 

 Establish priorities for implementation and a timeline for each task, and allocate the 
necessary resources.  

Finally, the Department should develop an effective communication plan to keep the public, 
General Assembly and other stakeholders informed on (1) matters to improve daily commutes, 
(2) opportunities and challenges facing transportation, and (3) accomplishments and progress 
made to improve transportation services.  VDOT is heavily scrutinized by all levels of 
government, the industry and the public.  While there continue to be areas needing 
improvement, the Department does effectively provide many valuable services. 
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1. Funding for Transportation 

Section Summary 

Projects cannot move forward efficiently without an effective strategy to fund projects.  It is a 
complex process where multiple funding sources, each with its own set of eligibility rules, are 
routinely brought together to fund a single project.  A number of significant opportunities in the 
funding process to accelerate the pace of executing new projects as well as free up additional 
funds to put on projects have been identified.  

 
Recommendations to free up funds for projects 
 
Revise reserve cash and funding policies.  Current cash management policies for the 
construction fund leave a significant balance of cash throughout the year.  The construction fund 
cash balance at June 30, 2010 was $478 million which represents over 5½ months of 
construction spending.  By revising the policy to leave a 60- to 90-day working capital balance, 
and clearly lay out the parameters for the timing of bond sales, over $200 million can be freed 
up to be programmed on projects.     
 
Revise federal funding reserve policy.  For budgetary planning purposes in the Six-Year 
Improvement Program (SYIP), add back the 10 percent of federal funding that is reserved out 
each year from the revenue estimate.  The use of the federal revenue reserve can accelerate 
the planning and development of approximately $524 million for projects.  Management will 
need to continue to monitor the federal funding and make appropriate reserve adjustments as 
they become known. 
 
Federal funding.  Accelerate the pace of project development by obligating federal funds more 
quickly through the development of a federal strategy that focuses on applying funds to projects 
as soon as the funds are available.  If 25 percent of the total allocation were obligated during the 
first quarter of the federal fiscal year over $200 million in projects could be executed a year 
earlier.  Changes in project development will also need to be implemented to take advantage of 
the accelerated availability of funds. 
 
Recommendations to develop planned projects more quickly 
 
Improve monitoring of project allocations.  Actively monitor projects to ensure that 
allocations assigned to projects are being used.  By actively monitoring safety and regionally 
managed projects over $100 million in idle allocations could be used to start projects more 
quickly. 
 
Use of toll credits.  Utilizing over $400 million in federal toll credits will provide an option to 
using CPR bonds or other state funds as a means of meeting the state match to advance high 
priority projects.  Toll credits will allow more flexibility when deciding how to program the CPR 
bonds. 
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Improve project monitoring of inactive projects.  Develop a business process to manage 
funding on projects to prevent balances from accumulating on inactive projects.  Last year over 
$160 million had to be released from inactive projects.  While these are not new funds, the 
funds can be transferred to projects that can be advanced sooner.  
 

Background 

VDOT’s budget for fiscal year 2010 was $3.4 billion; the 2011 budget is $3.3 billion.  
Approximately 58 percent of the budget is funded by state revenues and bond proceeds, and 27 
percent by federal funds.  State revenues supporting the budget are primarily deposited in one 
of two funds: 
 

 Highway Maintenance and Operating Fund (HMOF), and 

 Transportation Trust Fund (TTF)  

Revenues come from several state taxes and fees, including the following: 

 Motor vehicle fuel (gas) tax – 14.85 cents per gallon goes to HMOF, 2.5 cents per gallon 
to TTF; estimated to generate $809 million for 2011. 

 Motor vehicle sales and use tax of 3 percent - 2 percent goes to HMOF; 1 percent to 
TTF; estimated to generate $390 million for 2011. 

 Motor vehicle license fees - From a base car fee of $38.75, $26 goes to HMOF and $3 to 
TTF; estimated to generate $238 million for 2011. 

 Retail sales and use tax – From the 5.5 percent sales tax, 0.5 percent goes to TTF; 
estimated to generate $385 million for 2011. 

In addition to revenues, the state sells Capital Project Revenue (CPR) bonds to fund 
construction projects and other projects as defined by the Code of Virginia.  CPR funds are 
primarily used to fund the state match (normally 20 percent) for federally funded projects. 
 
All these revenue sources are tied to the economy, and the recent economic downturn has had 
a significant impact on state funding for transportation.  Due to these revenue shortfalls, some of 
the funding initially designated for construction and deposited into the TTF is transferred to the 
HMOF to cover critical maintenance and operations needs.  The estimated transfer or 
“crossover” for fiscal year 2011 is $511 million. 
 
This section focused on those areas that represented an opportunity to improve efficiency within 
the Department.  These areas of interest were determined by discussions with FHWA staff, 
VDOT Central Office and field employees, and analysis of data.  The following discussion is not 
intended to include all the processes associated with the above funding areas, but rather it is an 
overview of the area and identification of the opportunity for improvements.  The areas of 
interest are obligating federal funds, inactive federal projects, federal toll credits, budgeting 
federal revenue, leveraging current construction cash balances, the practice of using a federal 
revenue reserve and the use of funds from the American Recovery and Reinvestment Act 
(ARRA). 
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Obligating federal funds.   Federal funds that became available during the federal fiscal year 
ending in September 2010 in support of VDOT operations and construction programs were 
approximately $826 million.  These funds are grouped in a number of programs, the six most 
significant of which are the following: 

 Interstate maintenance (IM) 

 National highway system (NHS) 

 Bridge 

 Surface transportation program (STP) 

 Congestion mitigation and air quality  (CMAQ) 

 Highway safety improvement program (HSIP) 

 
In February 2009, the American Recovery and Reinvestment Act (ARRA) provided an additional 
$694 million to fund Virginia transportation projects.   
 
Utilizing these funds to build transportation projects requires compliance with each program’s 
eligibility criteria.  Since each program has different eligibility criteria, VDOT has implemented 
processes to ensure that transportation projects are properly matched with funding programs.  
The matching of projects to funding programs and the monitoring of projects are two factors that 
add to the complexity of developing projects that use federal funds. 
 
Further complicating the use of federal funds on transportation projects is that FHWA must 
approve each phase (preliminary engineering, right of way, construction) of a project before 
federal funds can be used.  When the project phase is approved by FHWA and an agreement 
signed, the funds are then considered “obligated.”  This means that the FHWA has set aside 
funds for this project and will reimburse VDOT for project expenditures up to the obligated 
amount. 
 
Each year, VDOT must obligate the federal funds allocated to it by September 30, the end of the 
federal fiscal year.  Any funds not obligated by the September 30 deadline will be lost.  The 
Programming Division is responsible for managing the federal obligation process.  Construction 
projects are selected from the state’s Six-Year Improvement Program, along with federally 
eligible maintenance projects developed by the districts to meet the annual obligation 
requirement. 
 
Inactive projects.  Once transportation projects are obligated with federal funds, the FHWA 
wants to ensure that the funds are spent in a timely manner.  As a result, the FHWA 
implemented the Financial Integrity Review and Evaluation (FIRE) program to review projects 
with federal obligations that are inactive for a period of time.  Quarterly, a report is generated 
that lists inactive projects in the following categories:  
 

 Category 1 - No expenditure in 12 months with an unexpended balance greater than 
$500,000 

 Category 2 - No expenditure in 24 months with an unexpended balance greater than 
$50,000  
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 Category 3 - No expenditure in 36 months with an unexpended balance of $50,000 or 
less 

 
FHWA requires that VDOT respond and justify why funds should remain on inactive projects.  
VDOT has a reactive process in place to respond to FHWA’s request and, in many instances; 
there are valid reasons for the lack of activity with these projects.  Funds for which an adequate 
explanation is not provided are “released” from federal obligation and must be re-obligated to a 
new project. 
 
Federal toll credits.  Utilizing federal funds requires a state match of 20 percent in most cases.  
As state revenue resources have declined the last two years, using state funds and Capital 
Project Revenue (CPR) bonds for the federal match has used up all available state funds for 
construction, with no funds available to fund state construction projects.     
 
There is one exception to the required state match.  Federal toll credits can be used in place of 
state funds to satisfy the federal matching requirements.  The credit is earned each federal 
fiscal year and is determined by the amount of toll revenue used by toll authorities for capital 
expenditures to build or improve public highway facilities that serve interstate travel.  Toll credits 
are not additional money and are referred to as a "soft match." The credit program provides 
VDOT with the opportunity to more effectively leverage existing resources and increase capital 
investment in transportation infrastructure. 
 

Obligating Federal Funds 

Audit Objective 
Verify that VDOT is making maximum use of its federal funding and that funds are spent in a 
timely and efficient manner. 
 

Audit Results 
Funding highway projects is a complex process and, in many instances, has an equal or greater 
impact on the ability of VDOT to execute and deliver projects in a timely manner.  Based on our 
discussions and analysis, VDOT has been able to successfully obligate all federal funds 
available on an annual basis; therefore, no funds have been lost.   In fact, VDOT has been able 
to use federal funds that other states could not obligate or use.    VDOT staff is focused on 
obligating all of the available federal funds, but the process does not ensure that the funds are 
actually spent in a timely manner.  The process can be improved to 1) better leverage federal 
obligation vs. use of state cash 2) reduce risk of losing federal funds 3) coordinate review and 
approval activities between FHWA and VDOT by developing a federal strategy plan before the 
federal fiscal year starts on October 1.  In addition, developing thorough procedures, working 
with FHWA to simplify the obligation process, preventing inactive projects, utilizing toll credits, 
and monitoring regional funding allocated to Metropolitan Planning Organizations (MPOs) and 
local jurisdictions will help to improve the use of funding available to the Department. 
 
Federal strategy. The Department lacks a comprehensive plan to obligate and spend federal 
funds.  Developing, communicating and monitoring a plan to use federal funds before the 
federal fiscal year starts on October 1 is essential.  The federal strategy plan should include as 
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an example project name/description, type of federal money, amount to be obligated, district 
and month of obligation.  Such a plan will reduce the risk of losing federal funds because 
projects cannot be obligated on time.  The following illustrates the “last-minute” approach used 
by VDOT in obligating federal funds: 

 

 Percent obligated to date 

Month FFY 2010* FFY 2009 FFY 2008 

December 31 - - - 

March 31 5% 9% 19% 

June 30 32% 24% 74% 

August 31 89%   

September 30 TBD** 100% 100% 

* FFY – federal fiscal year 

** TBD – to be determined 
 
While 89 percent has now been obligated with one month to go in the federal fiscal year, only 5 
percent had been obligated during the first six months.   
 
A 2007 VDOT internal study called Unifying the System Investment Process surveyed other 
states for best practices in planning and programming federal funds.  The following summarizes 
several of the recommendations in the report: 
 

 Project grouping. The study found that all of the states polled utilize project grouping to 
some extent.  Texas, which was noted as the most aggressive at implementing this 
streamlining measure, currently groups the majority of its projects into 10 control 
categories.  The Code of Federal Regulations allows projects that qualify to be “grouped” 
or counted as a single item in the Statewide Transportation Improvement Program 
(STIP).  In all states reviewed, the use of project grouping resulted in a reduction in 
changes and amendments and, according to the study, streamlined the obligation of 
federal funds. 

 
VDOT has applied this strategy and established groupings in the STIP for certain 
maintenance and construction projects.  We recommend that VDOT explore other 
potential groupings that could ultimately make the federal obligation process more 
efficient. 

 
 Use of Advanced Construction.  The study noted that Maryland, Florida and North 

Carolina were very aggressive in the use of Advanced Construction (AC), to manage 
federal programs.  In these states, projects are advanced using state funds and those 
projects are then “converted” or “flipped” to federal to generate cash flow as needed.  
These states are able to balance their programs and facilitate efficient and effective use 
of their federal obligation. 
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VDOT uses the AC for many of the federally eligible maintenance projects and for some 
new construction projects.  We recommend that the Department consider expanding its 
AC strategy to include all projects to the extent possible.  An AC does require that 
projects be covered by state funds for a period of time until they are converted and 
federal reimbursement is received; therefore, the use of ACs must be a part of the 
Department’s overall cash management strategy. 

 
 Clear guidance/communication on program development.  The study noted that 

states with effective programming processes have written guidance that documents a 
clear outline for their processes, defined roles and responsibilities, and established 
schedules and timelines for program development.  

 
 Document layout and formats. The most efficient formats seem to be those with a 

minimal amount of data based on a strict interpretation of the federal requirements, thus 
requiring fewer amendments/modifications.  Reviewing, analyzing and comparing the 
details of report formats were outside the scope of this audit; however, based on our 
discussions with VDOT and FHWA, the current process tends to more detailed data 
rather than the minimum amount.  VDOT will need to work with FHWA as well as the 
Metropolitan Planning Organizations (MPOs), which oversee projects in urban areas, to 
make a reasonable determination of the proper level of detailed data to be provided. 

 
Documented processes and procedures.  There is general consensus among staff that there 
is a lack of written guidance documenting the programming process and defining roles, 
responsibilities, schedules and timelines for program development.  Developing efficient and 
effective processes would prevent many of the performance issues noted during this review.  As 
noted in the Blueprint section of this report, one of the organizational changes resulting from the 
Blueprint was the establishment of Planning and Investment Managers (PIMs) in each district.  
Two of their primary functions are to coordinate the funding of both construction and 
maintenance projects, and to work with the Programming Division to provide the information 
required for federal obligation and other programming requirements.  As of the date of the 
report, many of these positions are not yet filled, and those individuals who are in place are 
uncertain of their roles, responsibilities and authority with regard to programming.   

 
A key to improving the process of managing project funding is training those in the PIMs 
position.  It is critical that a programming game plan be developed that includes a risk-based 
approach to project funding controls.   
 

Finding – Federal funds should be obligated to specific projects in a more timely 
manner. 
 

Issue 
If prior years can provide a basis for predicting the outcome of the fiscal year 2010 obligation 
process, VDOT will eventually obligate all its available funds and none will be lost.  However, 
waiting to the end of the fiscal year increases the risk that funds will not be obligated, and that 
the obligation process will not be ultimately as effective as it could be (refer to discussion of the 
FIRE process below).  In addition, project phases (engineering, right of way, construction) 
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cannot go forward until federal approval is received; therefore, delays in the obligation process 
can delay project delivery. 
 

Effect 
If the process for obligating federal funds can be accelerated so that a significant portion of 
funds is obligated in the first and second quarters, then a smoothing out of the obligation effort 
would occur throughout the year and the rush to obligate at the end of the year would be 
significantly reduced.  A more balanced process would reduce the risk of losing funds, reduce 
the disruption and delays on projects, and potentially make funds available sooner.  For 
example, projects funded by federal funds obligated during the first quarter of the federal fiscal 
year, October through December, could be completed by the end of the following summer – a 
full year earlier than projects executed under the current federal obligation timetable.  If 25 
percent of the total allocation were obligated during this first quarter, over $200 million in 
projects could be executed a year earlier.  This is a simple calculation, and there are additional 
process improvements that will need to be implemented for this to take place.  But it does 
illustrate a potential benefit to smoothing out the obligation process by obligating funds more 
quickly. 
 

Recommendations 
Develop a comprehensive federal strategy to obligate and spend federal funds.  
Management should develop a federal strategy plan to obligate and spend funds prior to the 
beginning of the federal fiscal year.  The attributes of this plan should include, but not be limited 
to, the following: project number and description, district location, federal amount and type of 
funds to be obligated, month of obligation, phases to obligate and project manger.  
 
Develop and document processes and procedures.  Develop and document comprehensive 
processes and procedures to guide the obligation of federal funds.  This would be particularly 
beneficial to the newly created Planning and Investment Managers who are unsure of their roles 
and responsibilities.  
 
Streamline and clarify processes to obligate projects.  A comprehensive review of the 
federal obligation strategy should be performed with the goals of streamlining the process and 
reducing the impact that programming has on the timing of project delivery.  Significant changes 
will require the assistance, cooperation and consent of FHWA.  However, there are a number of 
opportunities to streamline the process if both agencies agree to a risk-based approach to 
reviewing projects that have been submitted for obligation.  For example, an agreement could 
be reached with FHWA to approve and obligate a program of work that could include multiple 
projects.  
 
Overall, VDOT’s federal strategy should be refocused from a process that just focused on 
obligating federal funds to a strategy that both obligates and spends federal funds in a timely 
and efficient manner.  
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Monitoring Inactive Projects 

The Department does not adequately monitor projects to identify situations where federal 
funding exceeds project expenditures on inactive projects.  When excess federal funds remain 
on inactive projects the Department is missing an opportunity to draw down federal revenue.  
This results in over-reliance on state resources rather than using federal resources first.  The 
following is a listing by category of the total unexpended federal obligations from FHWA’s the 
third quarter 2010 FIRE report.   

 Category 1 – 75 projects with $286 million unexpended balance 

 Category 2 – 70 projects with $13 million unexpended balance 

 Category 3 – 572 projects with $1 million unexpended balance 

Projects can have an unexpended balance for several reasons.  In discussions with the 
Programming Division, the most common reasons identified included outstanding construction 
and right-of-way claims being reserved at the highest potential liability amounts, charges 
miscoded between participating (eligible for federal reimbursement) and non-participating (not 
eligible for federal reimbursement) projects, and project close-out not being properly or timely 
performed.  

 
For the federal fiscal year that ended in September 2009, $112 million in federal obligations 
were released. For the current fiscal year, total federal funds released from projects rose to 
$163 million, or 20 percent of the current-year allocation.  While a certain percentage of planned 
projects do not go forward, have significant changes to their cost estimates or have balances 
held on projects just prior to closeout, there is not an effective process in place to actively 
manage federal funds obligated so that fund transfers can be made before projects are added to 
the FIRE report.  More importantly, the sooner the situations are identified and adjusted VDOT 
can bill the federal government for expenditures incurred on projects.  Effectively leveraging the 
federal cash versus using state cash should be an important objective for VDOT staff.  The size 
of these balances on the FIRE reports suggests that it is not a priority for VDOT. 
 
VDOT does not lose these funds; instead, the released funds are added to the current-year pool 
of federal dollars that must be obligated to projects.  For fiscal year 2010, the release of $163 
million increased the federal obligation target to $989 million for this year. 
 

Finding – A process is not in place to actively manage federal funds obligated to 
projects. 
 

Issue 
For fiscal years 2009 and 2010, FHWA has released from obligation $112 million and $163 
million, respectively, which required VDOT to obligate the funds to new projects because of 
inactivity with the previous projects. 
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Effect 
The $163 million released in 2010 represents 20 percent of the total annual allocation.  Rather 
than using these funds on ongoing projects, the funds are released and must be re-obligated to 
future projects. These projects should be identified before they end up on the FIRE inactive 
report.  Early identification of federally obligated funds that can be released from completed 
projects will enable better planning and put the funds to work sooner on new projects.  
 

Recommendation 
The Department should continuously monitor inactive projects to ensure that federal funds are 
being used and to ensure that the Department is optimally leveraging federal funds.   
 
The Department needs to improve the existing process to identify projects that, for whatever 
reason, have funds obligated to it that are no longer needed. These projects should be identified 
before they end up on the FIRE inactive report and appropriate action taken.  A district-level 
monitoring of projects for inactivity should be performed at internally established benchmarks in 
advance of the 12-, 24- and 36-month benchmarks established by FHWA.  Projects with 
balances due to outstanding claims should be evaluated to determine what is the appropriate 
balance or reserve based upon the particulars of the claim.  In developing the annual federal 
strategy plan, the anticipated value of funds to be transferred as a result of this review process, 
plus the remaining value of funds released due to FIRE reviews by FHWA should be considered 
in determining the dollar contribution needed from each district to meet federal obligation. 
 

Monitoring Specific Federal Funding  

Certain federal funding assigned to projects is controlled at a local or regional level.  For 
example, federal funding managed and controlled by the Metropolitan Planning Organizations 
(MPOs) includes the Congestion Mitigation and Air Quality Improvement (CMAQ) program.  In 
addition, the localities, through a grant application process, use Highway Safety (HSIP) funds to 
make safety related improvements to the infrastructure.   
 
The CMAQ program provides federal funds for transportation projects designed to improve air 
quality and mitigate congestion. The CMAQ program is dedicated to improving air quality by 
funding transportation projects and programs that reduce air emissions from mobile sources in 
air quality nonattainment and maintenance areas (areas that fail to meet National Ambient Air 
Quality Standards for carbon monoxide, ozone and particulate matter).  
 
In Virginia the Metropolitan Planning Organizations (MPOs) are responsible for allocating 
CMAQ funds.  These projects can be directly administered by VDOT directly or by local 
governments.  In either case, VDOT retains ultimate responsibility for the timely use of the 
funds.   
 
HSIP is federal funding provided for projects that correct or improve a hazardous road location 
or address a highway safety problem. As with CMAQ funds, HSIP projects can be locally 
administered or administered directly by VDOT, with VDOT retaining accountability for 
compliance with the program requirements. 
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A recent internal review noted that CMAQ and HSIP funds were not being assigned to projects 
or spent in a timely manner.  For example, it was reported in July 2010 that the Hampton Roads 
MPO had $73 million in CMAQ and other federal funds that were not assigned to active 
projects.  The source of the funds was the unused portions of funds from inactive or completed 
projects that had yet to be assigned to new projects.   
 
In response, for locally administered projects VDOT has changed its policy to require localities 
to sign an agreement that CMAQ funds will be obligated within 24 months and fully expended 
within 48 months.  For HSIP, funds must be obligated to a program within 12 months and fully 
expended within 36 months.  
 

Finding – Federal funding assigned to MPOs and localities is not adequately 
monitored. 
 

Issue 
Until recently, the Department was not adequately monitoring federal funding assigned to 
regional Metropolitan Planning Organizations and localities.   
 

Effect 
As a result of ineffective monitoring, large allocation balances had accumulated on projects that 
were not being put to work.  While a more thorough analysis should be done, we have seen 
reports that suggest the allocation balances in excess of $100 million could be more 
aggressively funding projects if they were managed differently.  Again, these are not new funds, 
but funds that are not being aggressively used to improve the infrastructure.   
 

Recommendation 
The Department should monitor the use of federal funds on projects managed by localities and 
MPOs to ensure that federal funds are being optimally leveraged to advance projects.   
 

Utilization of Toll Credits 

As of June 30, 2010, VDOT had a balance of $112 million in approved toll credits.  In addition, 
$338 million in credits earned during fiscal years 2008 and 2009 has been submitted by VDOT 
for approval, raising the potential available total to $450 million.  If the toll credits were used in 
lieu of the state’s 20 percent match, this would allow VDOT to use 100 percent federal funds on 
a project.  While this would not create more allocations to advance projects (the use of the 
federal funds would continue to be limited by the annual obligation authority), it could provide a 
basis to use a portion of the CPR bonds and other state revenues, not currently allocated to 
projects to fund other construction projects.  The purpose of the CPR bonds was to ensure that 
the Department had resources to match federal projects.  Utilizing toll credits will provide one 
additional means of matching federal revenue.  We understand from management that using the 
unallocated CPR bonds for high-priority projects may require a legislative change.  
 
As of the date of this report, FHWA has not permitted the application of the approved credits or 
those credits pending approval until VDOT complies with a requirement that was outlined in 
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2006.  In fact, except for one project, no federal toll credits have been used in the past four 
years. The two requirements set forth in 2006 by FHWA are as follows: 

 Establish a database to record soft-match credits by project, by phase.  

 Perform a comprehensive review of all years (federal fiscal years 1995 through 2006). 
This review will include comparing VDOT financial system records with FHWA financial 
system records.  

Based on discussions with the Programming Division, the database is in process; however, as 
of the date of the report approval has not been received to use any of the available credits. 

Finding – Toll credits are not being used due to a lack of compliance with FHWA 
requirements. 
 

Issue 
Since FY 2006, VDOT has not been approved by FHWA to use toll credits it has accumulated.  
 

Effect 
Federal toll credits can be used to meet the state match requirements for federal projects.  Use 
of toll credits would thus free up actual state funds to be used to match other federal projects or 
to be used on state projects that are not eligible for federal funds.  Current and pending toll 
credits total $450 million. 
 

Recommendation 
We recommend that the Department comply with the FHWA reporting requirements for toll 
credits in order to gain approval for their use.  VDOT should implement a policy to aggressively 
use toll credits to meet state match requirements in order to free up CPR bonds and other state 
funds for possible use with state-only projects.  

Leveraging Cash Balances 

The Department reports cash balances in over 25 funds.  The following tables show the cash 
balances for the last 11 years and a breakdown of June 30, 2010 balances. 
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 (in millions) 

As of 
June 30 

Total Cash 
Balances 

Highway 
Construction 

Fund Other Funds

2000 $   610 $    17 $   593 

2001 910 58 852 

2002 1,017 180 837 

2003 1,225 126 1,099 

2004 1,252 522 730 

2005 1,268 515 753 

2006 1,528 605 923 

2007 1,590 536 1,054 

2008 1,586 641 945 

2009 1,251 373 878 

2010 1,802 478 1,324 

 

 
By Fund 

June 30, 2010 
Balances  

(in millions) 

Highway construction fund $    478 

Highway maintenance and operations 441 

Federal highway reimbursement anticipation notes 105 

Capital projects revenue bonds 2007 163 

Northern Virginia Transportation District Fund 196 

Toll facilities revolving fund 193 

Other funds 226 

Total $ 1,802 

 
We reviewed the above cash balances with management and noted the following: 
 
Observation 1 – The Department uses a cash flow forecasting system to determine if sufficient 
cash is on hand to meet the daily operating cash requirements.  For the highway construction 
fund, the cash forecasting model revealed that cash balances were adequate to meet daily cash 
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outlays.  Based on discussions with management, VDOT does not have a policy in place to use 
the cash forecasting tool to accelerate or slow down spending within the programs.   
 
Observation 2 – The highway construction fund appears to have unusually high cash balances.  
Management indicated that a cash balance at a level of approximately two months of operations 
is deemed adequate.  The construction fund cash balance at June 30, 2010 represents over 5½ 
months of construction spending.  Consequently, based on this stated policy, the construction 
cash balance seems to have excess cash based on working capital needs and the Department 
should consider allocating excess funds to advance the construction program.   
 
Observation 3 – As discussed in the “Maintenance of System Assets” section of this report, the 
cash balance for highway maintenance and operations is high due to the Central Office and 
districts not spending the allocated funding. 
 

Audit Objective 
Verify that VDOT is leveraging its cash balances to advance projects in addition to using the 
allocations determined during the budgetary process. 
 

Audit Results 
While management has an extensive cash flow model, management does not have a policy in 
place to monitor the outflows to advance projects when cash balances are higher than needed 
to ensure continuity of the construction and maintenance programs. 
 

Recommendation 
VDOT should establish a cash management policy to analyze its current cash balances to 
determine the amount of cash in excess of reasonable working capital needs and then 
associate the cash with allocations that can be used to advance construction projects.  If a two 
to three-month cash working capital policy is adopted then over $200 million would be available.  
While using the excess cash balances makes good business sense, management should be 
careful not to over-commit its cash so that it cannot meet daily operating requirements.  Also the 
cash management policy needs to take into consideration the timing of the sale of future bonds.     
 

Review of Federal Budget Reserves 

Based on projected uncertainty about future federal funding, management has reduced its best 
estimate of federal funds available by $84 million to $90 million for each of the next six years.  
The Department refers to this as federal revenue reserve.  The following table shows the federal 
revenue that has not been allocated to projects.  During the update of the FY 2009-2014 Six-
Year Improvement Program, VDOT initiated this reserve to prevent over-programming of federal 
funds during the uncertainty of the economy and the lack of a new federal authorization.   
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Year 
Federal Reserve

(in millions) 

2011 $ 84.3 

2012 85.5 

2013 86.7 

2014 88.0 

2015 89.2 

2016 90.5 

Total $ 524.2 

 
While this was a good practice at the time, recent circumstances would suggest that the 
Department reevaluate this practice.  For the past two years, the federal funds have been 
realized, therefore the Department has unreserved this money and added it back into the 
program.  For the FY2011 budget, VDOT has unreserved $103 million of estimated federal 
revenue from FY2010 that had not been programmed.   
 
Recognizing that some uncertainty remains since the federal government has not approved a 
transportation bill, management should continue to monitor the need of a federal reserve for 
each year of the Six-Year Improvement Program.  However, based on what the Department 
anticipates for the near term and the fact that the current market for transportation projects is 
very favorable, management should consider using as much of its resources for programming 
projects as possible. 
 

Audit Objective 
To determine whether the Department is making use of available federal resources. 
 

Audit Results 
Management has reserved a total of $524.2 million over the six-year planning horizon for federal 
revenue.  While continued uncertainty in the short term may require some holdback of federal 
funds, the practice of annually reserving funds for all six years is holding back the planning of 
future projects.  Based on the current market conditions and projected federal funding, the 
amount and timing of the federal revenue reserve seem excessive. 
 

Recommendation 
We recommend that management reevaluate the use of its federal reserve so that these funds 
can be allocated to projects and the projects can be started.  Management will need to continue 
to monitor the federal funding and make appropriate reserve adjustments as they become 
known.   
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ARRA Funds 

The American Recovery and Reinvestment Act of 2009 (ARRA) was signed into law by 
President Obama on February 17, 2009.  Virginia received a total of $694.5 million in highway 
funding from ARRA to invest in improving its transportation system.  Of this amount, $576.7 
million was allocated to projects by the Commonwealth Transportation Board (CTB).  The 
remaining $117.8 million was made available to the state’s five largest Metropolitan Planning 
Organizations as follows: 

 Northern Virginia  $51.3 million 

 Hampton Roads $41.0 million 

 Richmond  $20.8 million 

 Tri-Cities  $  3.3 million 

 Fredericksburg $  1.4 million 

The CTB approved 68 projects plus five contingency projects.  The MPOs allocated their funds 
to 54 projects.  As of June 30, 2010, ARRA expenditures totaled $65 million.   

VDOT has set priorities and allocated funds in a number of categories, including the following: 

 Repair of structurally deficient bridges     $   97 million 

 Cure deficient pavements       $ 142 million 

 Congestion mitigation projects including new lane miles   $ 189 million 

 BRAC projects – improvements near expanding military installations $   77 million 

Audit Objective 
Verify that VDOT has obligated all funds available to it, has complied with the funding 
requirements of ARRA and is spending funds efficiently and effectively. 
 

Audit Results 
Public documents, presentations and reports, and correspondence were reviewed.  Websites 
for VDOT, FHWA and the Committee on Transportation and Infrastructure (T&I) of the U.S. 
House of Representatives provided much of the documentation.  Based on our review, VDOT 
has complied with ARRA deadlines and reporting requirements to date, including the due date 
to present eligible projects for obligation of ARRA funds.   
 

In an effort to track efficient use of funds, the T&I committee issues a monthly report that ranks 
states by percentages of projects that are out to bid, under contract and underway, with a higher 
weight assigned to projects that are underway.  In the June 2010 ranking, Virginia is next to last.  
With regard to actual spending, Virginia, with $65 million out of $695 million to date, also ranks 
near the bottom. 

VDOT management believes there are several reasons why Virginia lags behind other states at 
this point: 
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 A conscious decision was made to foster public input into the decision-making process 

 An objective of the Virginia ARRA process was to develop larger significant projects that 
could have an economic impact beyond creating new jobs during the construction 
period, rather than just repaving roads.  

With regard to public involvement, there is ample evidence that an extensive process was put in 
place, starting with the Governor’s office and down through the CTB, VDOT and all political 
subdivisions.  Over 1,800 projects with an estimated cost of over $194 billion were submitted to 
the Governor’s website. 

A significant portion of VDOT’s allocation of ARRA funds is for improvement and new 
construction projects.  Below the average cost of a project for the top 20 ranked states was 
compared with Virginia: 

 ARRA funds per project: 

 Top 20 ranked states $ 2.7 million 

 Virginia, all projects $ 5.7 million 

 Virginia, projects allocated by CTB only  $ 8.5 million 

Virginia’s ARRA funding per project is much higher than that for other states.  If one assumes 
that a higher funding level per project is indicative of larger, more complex construction projects 
in the program, it might provide a partial explanation as to why Virginia currently lags behind in 
spending.  
 
We did not review specific construction contract requirements such as ARRA “Buy American” 
provisions, or compliance with wage laws under the Davis-Bacon Act. 
 

Conclusion 

VDOT has complied with the requirements to secure funding.  With regard to efficient spending 
of ARRA funds, there is definite evidence that Virginia is using ARRA funds for larger projects, 
and this could contribute to the delay in spending.  One would expect that within the next 12 
months Virginia will begin to close the gap once these larger projects are fully underway. 
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2. Maintenance of System Assets 

Section Summary 

VDOT is not performing maintenance on roads and bridges to the extent that funds are 
available.  During fiscal year 2010, a total of $355 million was spent on maintenance projects.  
However, this level of spending was: 

 $488 million less than the total allocation available for maintenance projects, and 

 $142 million less than the maintenance project expenditures in fiscal year 2009, even 
though the fiscal year 2010 allocation was $51 million higher than the fiscal year 2009 
allocation. 

There is an increasing trend of not using maintenance allocations in the year budgeted.  The 
unused allocation is referred to as carryover funds.  The carryover balance has grown from an 
average of under $40 million prior to 2007 to $529 million at the end of June 2010.    
 
A portion of the $529 million balance is a result of relatively minor delays in project spending as 
evidenced by outstanding contracts of $318 million.  However, at least $200 million of the 
carryover balance has yet to be committed to a contract.    Given the condition of Virginia’s 
roads and bridges and the need for jobs in today’s economy, putting every public dollar to work 
is essential.   Based on the economy statistics published by the Federal Highway Administration 
(FHWA), the $500 million in unspent allocation balances could 1) generate or sustain 15,000 
jobs, 2) create or sustain $1 billion in economic activity, and 3) return $36 million to the state in 
additional revenues in the form of taxes and fees.   
 
Our review points to several factors that have led to the above conditions.   
 
Lack of accountability for spending project allocations.  Effective monitoring and follow-up 
of district maintenance project budget reports did not occur to ensure that funds were being 
spent in a timely fashion.  District budget spending plans indicated that there was a problem 
with spending all the funds, but inadequate action was taken to address this issue once it was 
known.  There should be a process for monitoring spending plans and for requiring justification 
of material deviations from the original budgets based on need.  Finally, a routine process to 
communicate and resolve project delays among key stakeholders with programming and project 
development responsibilities in the districts and Central Office should be implemented. 
 
Overly conservative fiscal controls.  Senior management slowed project development due to 
fears of additional revenue shortfalls.  The slowdown was accomplished in part by not allowing 
preliminary engineering work to begin in the districts until funding for the entire project could be 
certified to the Central Office.  VDOT needs to evaluate any policy of fiscal constraint to 
minimize the impact on project development.  We recommend that for certain low-risk projects 
the districts be allowed to authorize preliminary engineering work based on their approved 
budget. 
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Development controls applied to maintenance projects not aligned with risk.  
Maintenance projects are not being completed on a timely basis in part because they are 
developed under essentially the same process designed to provide controls over complex 
construction projects.  A policy to develop all eligible maintenance projects as federal projects 
has also added to project development time and reduced the flexibility to manage the overall 
program.  Low-risk maintenance projects do not need the same level of controls.  VDOT should 
implement a process for analyzing the risk of projects during the initial scoping phase, and then 
categorize each project into a tiered process that applies the controls necessary to mitigate the 
project risk. 
 
Federalization of maintenance projects.  A policy to develop all eligible maintenance projects 
as federal projects implemented in 2008 added to project development time and reduced the 
flexibility districts had to manage the overall program. 
 
Implementation of the Blueprint.  The process to downsize the Department over the last 18 
months through staff reductions, organizational changes and other cost savings has had an 
impact on productivity. 
 
Impact of ARRA funding.  Some projects that would have originally been charged against the 
annual maintenance allocation were submitted instead for funding from the American Recovery 
and Reinvestment Act (ARRA). 
 

Assessing the Condition of Infrastructure Assets 

Background 
VDOT’s Asset Management System (AMS). The condition of roads, bridges and structures in 
the statewide system is based on assessments performed on 100 percent of bridges and 
interstate and primary pavements, a representative sampling of 25 percent of secondary 
pavements, and various other assets.  VDOT contracts with a third party to perform the annual 
road condition assessments. The annual bridge condition assessments are performed by VDOT 
staff supplemented with contracted bridge inspectors.  Pavement assessments are performed 
from December to April, with findings and results available by May.  Bridge assessments are 
performed continuously during the entire year.  
 
VDOT maintained network of lane miles. Performance targets for road conditions were 
established in 2004 with approval of the Commonwealth Transportation Board.  These 
performance targets are expressed as the maximum acceptable percentages of roads in a given 
system assessed as deficient. The deficiency target percentage for both the interstate and 
primary road systems was set at 18 percent. No formal deficiency target was established for the 
secondary road system at that time.  However, in its 2009 Biennial Report for FY 2011 and FY 
2012, a baseline to maintain a deficiency percentage of 31.1 percent was established for the 
secondary road system.  The following chart shows the three-year trend in the deficiency rating 
by road system. 
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Deficiency Trends per Road System 2007-2009 

Year Interstate Primary Secondary 

Target 18% 18% <=31.1%1 

2007 19.1% 21.2% 24.2% 

2008 20.5% 24.4% 28.7% 

2009 20.1% 24.3% 31.1% 

VDOT-Maintained Lane Miles 20081 5,395 21,642 98,719 
1Source: The Biennial Report on the Condition of and Investment Needed to Maintain and Operate the Existing 
Surface Transportation Infrastructure for FY 2011 and FY 2012 

 
Based on the above chart, current road conditions do not meet established targets for interstate 
and primary roadway systems. While the conditions of the interstate and primary systems have 
remained relatively constant the last two years, the secondary system has declined significantly 
over the same period.  As the gap between needs and funding widens, the secondary road 
system stands to lose the most since current funding priorities are to improve the interstate and 
primary road systems to the established deficiency targets by the deadlines of 2011 for 
interstate and 2013 for primary.  
 
Analysis of allocations vs. needs for non-pavement assets. Assets included in the non-
pavement category are bridges, signs, stripes guardrails and signals. The Biennial Report on 
the Condition and Performance of Surface Infrastructure in the Commonwealth of Virginia for 
Fiscal Years 2009 and 2010, issued in September 2007, reported the biennial needs for non-
pavement assets totaled $624 million. Funds allocated to this category of assets have remained 
at $214 million per year for FY 2009 and FY 2010, or a total of $428 million for the two years.  
The Biennial Report on the Condition of and Investment Needed to Maintain and Operate the 
Existing Surface Transportation Infrastructure for FY 2011 and FY 2012 noted that the condition 
assessments performed in 2007 were the last comprehensive assessments performed on 
several of the assets. The table below details the current performance and performance target 
conditions for assets in this group as reported in the biennial reports on condition and 
performance issued in 2007 and 2009.   
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Current Performance for Selected Non-Pavement Assets 

Non-Pavement 
Asset Performance Target 

Current 
Performance1 

Target 
Performance2 

Bridges 
Percentage of bridges in fair 
or better condition  

91%  92%  

Signs 

Percentage not in need of 
repair or replacement for 
each system 

92% - Interstate 

95% - Primary 

90% - Secondary  

95% - Interstate 

95% - Primary 

90% - Secondary 

Pavement 
Marking/ Stripes  

Percentage not in need of 
repair or replacement for 
each system 

69.4% - Interstate 

33.5% - Primary 

28.3% - Secondary 

70% - Interstate 

35% - Primary 

30% - Secondary 

Guardrails 

Percentage not in need of 
repair or replacement for 
each system 

98.5% - Interstate 

98.4% - Primary 

97.5% - Secondary 

98% - Interstate 

98% - Primary 

97% - Secondary 
1Source: Biennial Report on the Condition of and Investment Needed to Maintain and Operate the Existing Surface 
Transportation Infrastructure for FY 2011 and FY 2012 
2Source: Biennial Report on the Condition and Performance of Surface Infrastructure in the Commonwealth of 
Virginia for Fiscal Years 2009 and 2010  

 
The data contained in the table above indicates that currently the conditions of assets in this 
category were at or near performance targets. 
 
Bridge Repair and Replacement.  According to the 2009 State of the Structures and Bridges 
Report by the VDOT Structures and Bridges Division, VDOT is responsible for the inventory, 
inspection, maintenance and improvement of 20,920 structures (bridges and culverts) across all 
of the Commonwealth’s roadway systems.  Of this inventory, 19,397 structures are maintained 
by VDOT and 1,523 are maintained by localities and private owners.  
 
VDOT inspects over 10,000 structures annually at an approximate cost of $16 million. VDOT’s 
system global performance measure for structures is based on the number of structurally 
deficient (SD) structures in the Department’s inventory.  SD structures are those with deficient 
elements that require the structures to be monitored and/or repaired and that have either been 
restricted to light-weight vehicles or closed to traffic.  A bridge is deemed SD when one or more 
of its major components have a General Condition Rating (GCR) of 4 or less. GCR is a national 
numerical system that ranges from 0 (failed condition) to 9 (excellent condition).  

 
VDOT’s current goal is to have no more than 8 percent of the structure inventory rated as SD by 
the end of FY 2012.  The number of SD structures in the VDOT inventory at the end of FY 2009 
was 1,801 (8.6 percent).  This represents a 0.1 percent increase from FY 2008.  The national 
average of structurally deficient structures is 12 percent.  There are 4,551 (22 percent) of in 
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VDOT’s structures inventory with a GCR of 5 which are at risk of becoming structurally deficient.  
In addition, 55 percent of the structures inventory have exceeded or are approaching the end of 
their anticipated service design life (40 years or older).  The design service life of the bridges 
currently in the structures inventory is 50 years.  

 

Change in number of Structurally Deficient Structures between FY 2008 and FY 2009 

 Structurally Deficient During FY 2009 

District 
End of FY 

2008 
End of FY 

2009 Change Restored Deteriorated Change

Bristol 422 387 -8.3% 59 27 -32 

Salem 317 382 20.5% 32 97 65 

Lynchburg 210 205 -2.4% 34 28 -6 

Richmond 208 216 3.8% 22 28 6 

Hampton Roads 68 74 8.8% 7 13 6 

Fredericksburg 67 69 3.0% 2 5 3 

Culpeper 117 115 -1.7% 21 19 -2 

Staunton 309 292 -5.5% 49 32 -17 

NOVA 44 61 38.6% 3 20 17 

Statewide 1762 1801 2.2% 229 269 40 

Source:  VDOT’s State of the Structures and Bridges Report (January 2010), page 7 

Asset Needs Assessment – the Cost of Maintaining Roads and Bridges 

AMS analyzes the condition assessment, factors in performance targets and priorities, and then 
prescribes one of four potential maintenance activities to be performed. The potential 
maintenance activities include: do nothing, corrective maintenance, preventive maintenance and 
restorative maintenance. The goal is to apply the appropriate activity in order to bring the road 
(or bridge for bridge assessment) up to the targeted performance level.  The cost of applying 
each activity is determined using historical construction and maintenance average cost 
information from VDOT’s TRNS*PORT system.  The sum of the costs of performing the 
prescribed activities establishes the maintenance funding needs for a given year.  The following 
table summarizes the results of the FY 2009 Needs Assessment. Based on the conditions 
assessed between December 2008 and April 2009:  
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Needs Assessment by District (in millions) 

District 
FY 2009 
Needs 

FY 2010 
Needs Total Needs 

Bristol  $  147   $  149  $   296 

Salem 154 157 311 

Lynchburg 109 111 220 

Richmond 204 204 408 

Hampton Roads 225 219 444 

Fredericksburg 114 104 218 

Culpeper 99 99 198  

Staunton 154 154 308 

Northern Virginia 229 231 460 

Central Office 58 60 118 

Total  $1,493  $1,488  $2,981  

Source: Director of Operations Planning Division, Targeted Needs Spreadsheet 

 
As noted above, the results from the annual assessment are posted in AMS in May.  
Development of the Highway Maintenance Program budget and setting of maintenance 
priorities start in April prior to the completion of the assessment. The Highway Maintenance 
Program budget is presented to the Commonwealth Transportation Board (CTB) for approval in 
June.  
 
Biennial Report on the Condition of Infrastructure.  Every two years, VDOT issues a 
Biennial Report on the Condition and Performance of Surface Infrastructure in the 
Commonwealth of Virginia as required by §33.1-13.02 of the Code of Virginia. This report is 
based on an asset management methodology as required by the Code and identifies the 
investment needed to maintain and operate the network for which VDOT is responsible.  
 
The report for fiscal years 2009 and 2010 that was issued in September 2007 estimates the 
annual investment needed to maintain and operate the VDOT-maintained network of roads, 
bridges and other structures for FY 2009 and FY 2010 at $2.980 billion.  The Commonwealth 
Transportation Board’s final approved Highway Maintenance Program budgets were $1.186 
billion in FY 2009 and $1.312 billion in FY 2010. The total budget over the biennial period was 
$2.498 billion, approximately $482 million below the needs assessment stated in the biennial 
report.  
 
In September 2009, VDOT issued its latest Biennial Report.  The report estimated that the 
annual investment needed to maintain and operate the VDOT-maintained network of roads, 
bridges and other structures for FY 2011 and FY 2012 is $1.885 billion and $1.899 billion, 
respectively, or a total biennial investment of $3.784 billion. The report also noted that in the 
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proposed FY 2011 and FY 2012 budgets of $1.410 billion and $1.451 billion, respectively, the 
gap between needs and available funds is approximately $923 million over the FY 2011-2012 
biennium.  
 
VDOT maintained bridges and large culverts. In the latest biennial report, the bridges are 
estimated to need $113 million in FY 2011 and $114 million in FY 2012 to achieve and maintain 
their targeted performance of 92 percent in fair or better condition. In the report, the assessed 
conditions had 8.6 percent of the bridges being deficient.  The current level of funding allocated 
for bridge maintenance is in line with the current conditions of the bridge.  However, the aging of 
bridges may soon outpace the current funding structure to provide proper maintenance.  VDOT 
will need to increase its investment in bridge repair and replacement for the structures in 
inventory in order to continue to meet its 8 percent target of structurally deficient bridges and 
culverts.   
 

Audit Objective 
Determine whether VDOT has a rational and objective basis for assessing the condition of the 
roads, bridges and related assets that it must maintain. 
 

Audit Results 
Starting in 2002, the process by which needs are identified and quantified has been the subject 
of several audits and reviews.  A listing of the audits and reviews conducted is detailed in the 
table below.   
 

Review and Audit Reports 

Auditor Report Date Audit/Review 

Joint Legislative Audit and 
Review Commission 

January 2002 Adequacy and Management of 
VDOT’s Highway Maintenance 
Program 

Auditor of Public Accounts July 2002 Special Review of the Cash 
Management and Capital Budgeting 
Practices  

Auditor of Public Accounts  December 2004 Follow-up of the Special Review of 
the Cash Management and Capital 
Budgeting Practices  

Auditor of Public Accounts  July 2010 Review of Transportation’s Asset 
Management System and 
Maintenance Funding Practices 

Source: Auditor of Public Accounts and Joint Legislative Audit and Review Commission website 
 

This year, the Auditor of Public Accounts (APA) completed a review of the AMS and 
maintenance funding practices, in which part of the scope was to determine if the AMS provided 
sound data and decision-making tools for the Department.  The released report indicated that 
the system was found to be capable of providing accurate condition and needs assessment of 
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Department assets.  The results of our interviews and discussions with Maintenance Division 
professionals at the Central Office and in the districts support the conclusion reached in this 
audit.   
 

Conclusion 
The Asset Management System (AMS) process provides an effective tool for identifying 
maintenance investment needs. 
 

Annual Budget Development and Funds Allocation 

Background  
The Operations Planning Division (OPD) has responsibility for developing the annual Highway 
Maintenance Program budget. The total funds available for the program are provided by the 
Financial Planning Division based on its revenue projections for the year.  At the beginning of 
fiscal year 2010, $1.360 billion was initially allocated to the Highway Maintenance Program 
(operations and infrastructure maintenance).  After several midyear adjustments required by 
revised revenue estimates, the FY10 budget as of June 30, 2010, excluding any carryover 
funds, was $1.312 billion.   
 
OPD prepares and analyzes the maintenance budget in several ways: 
 
By system and operational area.  The following table presents the budget by highway system, 
other operations and management:  

Highway System Maintenance Original and Revised FY 2010 Budgets  
(in millions) 

Highway System Maintenance 

Original  
Budget  

FY 20101 
Revised 
Budget 2 

Increase 
(Decrease) 

Systems    

Interstate Maintenance $   334  $   322 ($12) 

Primary Maintenance 467 445 (22) 

Secondary Maintenance 337 340 3  

Transportation Operations Services  133 117 (16) 

Management & Direction 89 88 (1) 

Total  $1,360 $1,312 ($48) 

Revenue source:    

Highway Maintenance Operating Fund 1,174 1,126 ($48) 

Federal 186 186 -   

Source: 1VDOT Fiscal Year 2009-2010, Annual Budget July 1, 2010  

Source: 2VDOT Fiscal Year 2009-2010, Revised Annual Budget May 2010 
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By investment (maintenance projects) and services (operations).  The above budget 
breakdown summarizes funding by budget service area for both operations and maintenance 
activities.  However, for internal monitoring purposes, the funding provided for maintenance and 
operations activities performed under the Highway Maintenance Program is budgeted by the 
districts into two categories: 1) asset investment and 2) maintenance services to facilitate 
allocating funds based on maintenance needs. The following table details the final FY09 and 
FY10 budget scenario developed by OPD:  

FY 2009 and FY 2010 Budget by Category (in millions) 

 Fiscal Year 2009 Fiscal Year 2010 

Asset Investment   

Pavement:   

Interstate $   94 $  135 

Primary 116 228 

Secondary 109 71 

Subtotal 319 434 

Non-Pavement:   

Bridges  126 126 

Signs 16 16 

Stripes 25 25 

Guardrails  9 9 

Signals 15 15 

Other Assets 23 23 

Subtotal 214 214 

Asset Investment Total 533 648 

Maintenance Services Total 815 711 

Grand Total $1,348 $1,359 

Source: Operations Planning Division, FY 2009 and FY 2010 Budgets (Scenario 5) as of June 8, 2009. 

In comparing the budgets from FY09 and FY10, the following changes were noted: 

 The maintenance services category, which includes Emergency and Safety Response, 
Roadways, Traffic Control, Roadside Services, Facilities and Ferries was allocated $711 
million in program funds for FY10, a $104 million reduction from the prior year.  This 
reduction was primarily based on the planned reduction in services as outlined in the 
Blueprint the cost reduction initiative.   

 Within asset investment, the non-pavement category was allocated $214 million in 
program funds for FY10, which was the same amount allocated in FY09.  OPD 
determined the needs to be the same as in the prior year since assets in this category 
were on track to meet the performance target for bridge deficiency by June 2012.  
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 Asset investment in the pavement category was allocated $434 million for FY 2010, 
which was an increase of $115 million from the prior year. The needs were assessed to 
be greatest in this area based on the gap between current pavement conditions and the 
performance targets, and the goal to elevate road conditions to current targets by June 
2011 for the interstate system and June 2013 for the primary road system. 

Allocation to the districts.  OPD developed budget scenarios allocating funds to the districts 
based primarily on a district’s needs per category.   However, other factors are considered when 
scenarios are developed.   In the past, such factors included the practice of not reducing 
allocations to a district from the prior year’s funding level.  Also, there is consideration for the 
need for some base level of maintenance activity on roads that are not considered deficient.   
 
The pavement allocation to the districts for fiscal year 2010 is as follows: 

 

FY 2010 Paving Allocation by District (in millions) 

District Paving Allocation

Bristol $    32 

Salem 32 

Lynchburg 20 

Richmond 106 

Hampton Roads 58 

Fredericksburg 40 

Culpeper 23 

Staunton 39 

Northern Virginia 84 

Total $    434 

 

Audit Objective 
Determine whether the condition assessment provides the basis for allocating funds to the 
infrastructure system and districts. 

 

Audit Results 
Analysis of Allocations vs. Needs for Pavement Assets.  In order to verify the correlation 
between the AMS condition assessment and the actual allocations to districts, the number of 
deficient lane miles by district and the estimated cost to address the deficiencies noted were 
compared with the budget allocation for pavement assets, by district, for the primary system.  
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2009 Deficient Lane Miles Compared with OPD Budget Allocation Primary System  
(in millions) 

 AMS Evaluation  

District 

2009 
Deficient 

Lane 
Miles1 

2009 Cost 
to 

Address  
Deficiency

Percent 
of Total 

Deficient 

OPD  
Budget 

Allocation 
FY 20102 

Percent 
of Total 

Allocation

Bristol 546 $ 13 6% $  13 6% 

Salem 650 16 7% 16 7% 

Lynchburg 360 12 5% 12 5% 

Richmond 804 35 15% 35 15% 

Hampton Roads 538 33 14% 33 15% 

Fredericksburg 706 25 11% 24 11% 

Culpeper 302 14 6% 14 6% 

Staunton 549 25 11% 25 11% 

Northern Virginia 742 57 25% 56 25% 

Total 5,197 $ 230  $    228  
1Source: Biennial Report on the Condition of and Investment Needed to Maintain and Operate the Existing 
Surface Transportation Infrastructure for FY 2011 and FY 2012, September 2009. 
2Source: Operations Planning Division, FY 2009 and FY 2010 Budgets (Scenario 5) as of June 8, 2009. 

 
Overall, the above table for the primary system demonstrates a definite correlation between 
deficient lane miles and the estimated maintenance cost generated by the AMS system within a 
district and the total budget allocation received by that district.    
 
It should be pointed out that that funding decisions are not based solely on the number of 
deficient lane miles.  Other factors weigh into the funding decision, including: 

 The investment needs to keep roads from becoming deficient in the first place 

 The traffic volume on each road 

 

Conclusion 
This is a high-level review for one system, and as noted above, other factors in addition to the 
number of deficient lane miles should be considered; however, based on the allocation table 
above, we conclude that the AMS evaluation forms the basis for funding allocations to the 
districts. 
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District Budget Development  

Background 
Districts have had a significant amount of discretion in developing their investment and services 
budgets.  It is the district’s responsibility to convert an assessment of need to discrete 
maintenance projects.  The first step performed by the districts for their investment budget is to 
receive and review the most current condition assessment data from the AMS. Due to timing 
differences, initial budget priorities may be developed with data that are a year old.  For 
example, FY 2010 maintenance priorities developed from the AMS needs assessment are 
based on a road survey completed in May 2008.  This assessment does not reflect pavement 
improvements from maintenance activities performed during the 2008 paving season or planned 
for the 2009 paving season.  For this and other reasons, district maintenance personnel 
supplement the data with current windshield assessments and visual inspections of road 
conditions for critical road systems.  
 
Historically, the results of the pavement assessment were shared with the districts on a 
spreadsheet distributed by the Maintenance Division.  Starting in FY11, the districts will have 
online access to AMS and the Pavement Management System (PMS) to view assessment 
results and calculated maintenance activity costs. 
 
OPD develops several scenarios as to how to allocate funds to the asset investments and 
services based on statewide needs, department guidance and historical budgeting trends. OPD 
provides each district with a target allocation of funds to maintenance activities.  Starting in FY 
2010, the districts received the budget with allocations grouped in asset investment and 
services categories.  These allocations served as guidelines; as operations are planned and 
projects developed, each district has the ability to adjust the target allocations based on the 
district’s planned maintenance projects and operations for the year.  For fiscal year 2011, any 
transfers proposed by the districts between budget categories greater than $2 million or 20 
percent must be approved.  The result is referred to as the “built budget” for each district.   
 

Audit Objective 
Determine whether there is a process in place to review and monitor budgets developed by the 
districts, to ensure that the district budgets reflect the maintenance priorities reflected in the 
budget guidance provided  by OPD and approved by the Commonwealth Transportation Board. 
 

Audit Results 
The final OPD budget guidance was compared with the actual built budgets submitted by the 
districts.  The table below details the total reallocation of funds between budget categories.  
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FY 2010 Operations Planning Division (OPD) Budget Guidance vs. District Submitted 
Budgets (in millions) 

 OPD Budget 
Guidance 

for FY 2010 

Districts’ Built 
Budgets  
FY 2010 

Variance 
with OPD 
Guidance 

Percent 
Variance

Asset Investment     

Pavement:     

Interstate $    135 $123 ($12) (8.9%) 

Primary 228 227 (1) (0.4%) 

Secondary 71 91 20 28.2% 

Subtotal 434 441 7 1.6% 

Non-Pavement:     

Bridges 126 127 1 0.8% 

Signs 16 17 1 6.3% 

Stripes 25 19 (6) (24.0%) 

Guardrails 9 14 5  55.6% 

Signals 15 17 2 13.3% 

Other Assets 23 28 5 21.7% 

Subtotal 214 222 8 3.7% 

 

Asset Investment Total 

 

648 

 

663 

 

15 2.3% 

Maintenance Services Total 711 697 (14) (2.0%) 

Grand Total $  1,359  $1,360 $      1 0.10% 

Source: Operations Planning Division, FY 2009 and FY 2010 Budgets (Scenario 5) as of June 8, 2009. 

 
For FY 2010, the districts’ submitted budgets redistributed approximately $14.8 million from 
Maintenance Services and Reserves to Investment Pavement and Non-Pavement, and several 
significant reallocations were made within each category.  For pavement, interstate 
maintenance was reduced by more than 8 percent, and secondary road maintenance increased 
by 27 percent.  Significant increases were made to guardrail expenditures, while road striping 
was reduced by 21 percent. 
 
To follow up on these variances, inquiries were made to determine if there was a process in 
place to evaluate these variances and to monitor whether the budgets prepared by the districts 
were in alignment and supporting established performance targets and measures.  In addition, a 
recently completed review by the Auditor of Public Accounts (APA) titled Review of 
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Transportation’s Asset Management System and Maintenance Funding Practices System was 
reviewed and discussed with management. 
 

Finding - There is a lack of a formal process to ensure that district budgets are in 
line with Department priorities  

Issue 
With the change in policy implemented in fiscal years 2010 and 2011, additional guidance has 
been provided to the districts for building their budgets. However, there is no evidence of follow-
up to determine the impact of the shifting of funds on the ability of districts to meet established 
performance targets. The recent review performed by APA noted that there is no formal 
monitoring of the districts’ project plans and the needs identified by AMS.   
 

Effect 
The lack of a formal process to follow up on district changes to budget recommendations 
reduces management’s ability to substantiate that all funds allocated are being applied in 
accordance with established maintenance priorities.  There is general agreement that a certain 
amount of discretion must be provided to the districts when developing the maintenance budget.  
District personnel travel the roads every day and are in the best position to provide the most 
current information.  However, the basis for funding changes should be reviewed and approved. 
  

Recommendation 
A district budget review process should be formalized to confirm that the strategic directives and 
condition assessments have been addressed, and districts should be required to justify 
significant changes from the original budget.   
 
A similar recommendation can be found in the Auditor of Public Accounts (APA) report of the 
recently completed Review of Transportation’s Asset Management System and Maintenance 
Funding Practices System:   
 
APA recommendation. Transportation management needs to ensure that the district’s use of 
maintenance funds supports Transportation’s effort to meet its established performance 
measures and targets. Management can accomplish this by establishing maintenance priorities 
that guide the districts in their use of funds while allowing for district nuances. In addition, when 
management approves each district’s maintenance plan, they should consider the impact the 
planned activities have on the performance measure and targets and only approve those plans 
that move Transportation toward reaching its goal.  
 
The APA recommendation cited above provides VDOT with a framework on which to develop 
additional oversight.  The monitoring guidelines developed should ensure that all significant 
deviations from management’s expectations are thoroughly understood and agreed to by 
management.   Management should clearly define to the districts cost or activity variances from 
AMS and district maintenance plans that will be reviewed and evaluated. Lastly, there should be 
a consistency and correlation in the guidance and threshold levels for review across the various 
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maintenance planning platforms such as budget and spend plans to ensure that all significant 
changes in activity proposed by the districts are consistently reflected.  
 

Budgets and Spend Plans 

Adjustments to budget allocations.  In the previous section, the original allocation of funds 
formed the basis for the original built budget prepared at the beginning of the year.  During the 
year, several adjustments are made to the maintenance allocation. These include:  

 Unspent funds from the prior year carried over to the current year  

 Other adjustments based on revised revenue estimates or other factors 

 Other adjustments to cover expenditures associated with high snow removal 
expenditures (as was the case for FY10) 

The table below details the change in the budget allocation for the maintenance program for FY 
2009 and FY 2010.  

FY 2009 and FY 2010 Allocation Adjustments (in millions)  

 FY 2009 FY 2010 

Original Allocation at July 1 $1,349 $1,359 

Fiscal Year 2008 Carryover 386  

Fiscal Year 2009 Carryover  348 

Other reductions (157) (47) 

Revised Allocation at June 30 $1,578 $1,660 

These adjusted allocation figures will be used in later tables. 
 
Spend plan development.  Annually, in addition to the built budget, districts prepare and 
submit “spend” plans that provide a plan for the work to be performed during the fiscal year and 
detail the timing of spending funds allocated during the fiscal year by OPD.  Monthly, OPD 
includes in the summary operations, budget and expenditure report a detailed comparison of a 
district’s actual spending against the submitted spend plan.  Therefore, for monthly reporting 
and monitoring, the spend plans provide the basis for monitoring actual expenditures. 
 

Audit Objective 
Determine whether district spend plans equal the built budgets at the beginning of the year.  
 

Audit Results 
Spend plans change throughout the year.  As a starting point, the initial spend plan was first 
analyzed and compared with the original allocations. In addition to the current-year allocation, 
the spend plan should anticipate spending of carryover funds from the prior years.   
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The following tables detail the comparison of allocations to planned spending at the beginning of 
fiscal years 2009 and 2010.  

 

FY 2009 Beginning Allocation vs. Beginning Spend Plan (in millions)  

District 

 

Beginning 
Allocation 
FY 20091 

 

Beginning 
Spend Plan 

FY 20092 

Spend Plan 
over/(under) 
Beginning 
Allocation  

Bristol  $   127 $   140  $   13  

Salem  148 190  42  

Lynchburg  81 86  5  

Richmond  178 209 31  

Hampton Roads 173 203  30  

Fredericksburg  101 101  (0) 

Culpeper 71 85  14  

Staunton  125 136  11  

Northern Virginia  199 235 36 

Central Office 146 136  (10) 

 1,349 1,521  172  

Allocation carryover from prior 
year 386   

Total  $1,735  $1,521   ($ 214) 
1Source: Operations Planning Division, Systems Operations Fiscal Year 2009 Budget & Expenditure Report 
as of July 2008. 
2 Source: Operations Planning Division, Statewide Spend Plans for FY 2009.  
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FY 2010 Beginning Allocation vs. Beginning Spend Plan (in millions)   

District 

Beginning 
Allocation 
FY 20101 

Beginning 
Spend Plan 

FY 20102 

Spend Plan 
over/(under) 
Beginning 
Allocation 

Bristol  $ 129  $ 132  $ 3  

Salem  126  164  38  

Lynchburg  81  94  13  

Richmond  220  212  (8) 

Hampton Roads  173   169  (4) 

Fredericksburg  94  80  (14) 

Culpeper 70  67  (3) 

Staunton  123  145  22  

Northern Virginia  226  220  (6) 

Central Office 118  81  (37) 

 1,360  1,364  4  

Allocation carryover from prior year 348      

Total  $ 1,708  $ 1,364  ($344)  
1Source: Operations Planning Division, Systems Operations Fiscal Year 2010 Budget & Expenditure Report 
as of July 2009. 
2Source: Operations Planning Division, statewide Spend Plans for FY 2010. 

 
For fiscal year 2009, the original spend plan was $214 million less than the anticipated current-
year allocation plus carryover.  For fiscal year 2010, the original spend plan was $344 million 
less.  Several factors might explain why the original spend plan would be less than the original 
allocation.  Revenue uncertainties, due to the economic downturn, at the beginning of fiscal 
years 2009 and 2010 combined with the fact that districts were not certain that all carryover 
funds would be returned to them may be cause for a conservative approach to spending.  
However, as revenue estimates become more secure, and the carryover allocation is finalized, 
one would anticipate that spend plans would increase to closely align with the budget allocation 
for the year.   

Audit Objective 
Determine whether revised spend plans reflect the intention to spend the final allocations for the 
year; then determine if funds allocated are being spent as planned.  
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Final allocations, revised spend plans and actual expenditures.  In order to determine the 
final outcome of spend plans and expenditures, the final budget allocations, final spend plans 
and actual expenditures for fiscal years 2009 and 2010 were obtained.  The following tables 
summarize the data:  

Final Fiscal Year 2009 Final Allocations, Adjusted Spend Plans and  
Actual Expenditures (in millions)  

 Planned Spending Actual Spending 

District 

Allocation at 
June 30, 

20091 

Adjusted 
Spend 
Plan2 

Spend Plan 
Over/ 

(Under) 
Allocation

YTD 
Expenses1 

Over/ 
(Under) 

Final 
Allocations 

Over/ 
(Under) 

Spend Plan

Bristol $  154    $139 ($ 15) $ 129 ($ 25) ($ 10) 

Salem 194  156 (38) 144 (50) (12) 

Lynchburg 84  78 (6) 67 (17) (11) 

Richmond 228  180 (48) 174 (54) (6) 

Hampton Roads 220  167 (53) 161 (59) (6) 

Fredericksburg 137  84 (53) 75 (62) (9) 

Culpeper 77  69 (8) 67 (10) (2) 

Staunton 136  123 (13) 120 (16) (3) 

Northern Virginia 250  218 (32) 206 (44) (12) 

Central Office 98  103 5 87 (11) (16) 

Total $  1,578  $ 1,317 ($ 261) $ 1,230 ($ 348) ($ 87) 
1Source: Operations Planning Division, Systems Operations Fiscal Year 2009 Budget & Expenditure Report as of 
June 2009 
2Source: Operations Planning Division, Revised statewide Spend Plans for FY 2009  
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Preliminary Fiscal Year 2010 Final Allocations, Adjusted Spend Plans and  
Year-to-Date Expenditures (in millions) 

 Planned Spending Actual Spending 

 

District 

Allocation at 
June 30,  

20101 
Adjusted 

Spend Plan2

Spend Plan 
Over 

(Under) 
Allocation

YTD 
Expenses1

Over/ 
(Under) 

Final 
Allocations 

Over/ 
(Under) 

Spend Plan

Bristol $ 153  $ 130 ($ 23) $ 115  ($ 38) ($ 15) 

Salem 172  131 (41) 114  (58) (17) 

Lynchburg 93  81 (12) 75  (18) (6) 

Richmond 253  147 (106) 136  (117) (11) 

Hampton Roads 214  140 (74) 128  (86) (12) 

Fredericksburg 152  71 (81) 78  (74) 7 

Culpeper 82  65 (17) 65  (17) -  

Staunton 139  114 (25) 104  (35) (10) 

Northern Virginia 330  210 (120) 255  (75) 45 

Central Office 73  67 (6) 62  (11) (5) 

Total $ 1,661  $ 1,156 ($ 505) $ 1,132  ($ 529) ($ 24) 
1 Source: Operations Planning Division, Systems Operations Fiscal Year 2010 Budget & Expenditure Report as 
of June 2010 run date July 22, 2010  
2Source: Operations Planning Division, Revised statewide Spend Plans for FY 2010 

 
The first observation noted from the data in the tables above is that, rather than closing the gap, 
the difference between the final allocation and the adjusted spend plan increased: 
 

(in millions) 2009 2010 

Difference between original 
spend plan and allocation  

($  214) ($  344) 

Increase in difference 
between spend plans and 
budget allocation  

47 161 

Difference between revised 
spend plan and final 
allocation 

($  261) ($  505) 
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One would assume that the goal is to spend all of the allocations assigned to a district each 
year in a responsible manner.  The original and revised spend plans do not plan to use all 
annual allocations assigned to the districts.  In fact, the above analysis demonstrates that the 
revised spend plan actually would leave more annual allocations unused than the original spend 
plan.  While the above tables include both operating and maintenance activities, as the following 
section will demonstrate, almost the entire shortfall is attributable to a lack of spending for 
maintenance projects. 
 
When comparing actual expenditures with the final allocation and revised spend plans, it is 
unclear which is used to control expenditures.  Expenditures are clearly under the final 
allocation.  At $1.132 billion for fiscal year 2010, total expenditures are only 68 percent of the 
total allocation.  Expenditures in total are under the revised spend plan by $24 million; however, 
two of the districts went over their spend plan estimates. 
 

Finding - Spend plans indicate that the districts are not planning to spend allocated 
maintenance project funds.  

Issue 
Clearly, over the past two years, the Central Office and the districts have not planned to spend 
their allocations.  The budget is initially built around the allocation.  However, their own spend 
plans, if met, would have resulted in a 17 percent  or $261 million shortfall in spending for fiscal 
year 2009 and a shortfall of 30 percent or $505 million for fiscal year 2010.  
 

Effect 
In each year, while it is the policy to develop a spend plan that includes both current and 
carryover allocations, planned spending was not at a level where both would be used. Funding 
for the maintenance program is based on the premise that the original allocation will be spent.  
Funds transferred from the construction fund resources (the Transportation Trust Fund, or TTF) 
to supplement maintenance revenues – referred to as a “crossover” transfer – are also based 
on the original allocation.  If actual spending is going to be less than the original allocation, then 
funds are needlessly taken away from construction projects, or at a minimum, transferred too 
soon.  Planning to under-spend allocations by $500 million for maintenance projects increases 
the gap between total needs and funds available.  The longer roadways are left without 
treatment the more expensive the preventive and corrective maintenance needed to bring roads 
up to condition standards.   
 
In discussions with district and Central Office staff we were told that the following conditions 
contributed to the variance between the allocations and spend plans:  

 Anticipation of budget cuts due to the economic downturn, which had staff unsure of how 
much of the allocations would be available for spending during the year.  

 Recognition that delays in project development and advertisement will occur for various 
reasons, resulting in the delay of the construction phase of maintenance projects to a 
future fiscal year. 
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 Confusion over how much funding for a project was needed for the current year, which 
caused staff to hold funding for some projects from funds available for spending.   

There is a reporting process in place that shows actual spending compared with planned 
spending.  However, no effective action was taken once spending was shown to be slower than 
anticipated. 
 
At $1.317 billion and $1.156 billion respectively, based on the spend plan, the districts as a 
whole planned to spend only 83 percent and 70 percent of their budget allocations for 2009 and 
2010, respectively.   A continuous trend of spending under allocations results in maintenance 
activities to address current pavement and bridge deficiencies not being performed and 
deficiency levels to increasing.  The current maintenance needs of $2.981 billion will continue to 
grow. 
 

Recommendation 
Controls over annual spending for maintenance projects must not only include tracking of the 
variances between spend plans and the built budget; but also require districts to justify why 
spend plans fall behind the original built budgets.  The maintenance division should work with 
Central Office and district personnel with programming and project development responsibilities 
to develop a routine process to communicate and resolve project delays. 
 

Analysis of Project Spending 

The above analysis of expenditures by district combines both operating activities and 
maintenance project expenditures. The following analysis breaks out maintenance projects to 
determine to what extent project spending falls short of funds allocated to it.   
 
The following table breaks out spending between maintenance projects and operating expenses 
for FY 2009 and FY 2010. Included in project expenditures are service-type expenditures that 
are tracked by project for federal reimbursement purposes.   

 

Statewide Maintenance Expenditures 2009-2010  
(in millions) 

 

Fiscal Year 
Services 

(Operations)
Maintenance 

Projects 
Total 

Expenditures 

2009 $  733 $  497 $  1,230 

2010 $  776 $  355 $  1,131 

 
Project spending declined from $497 million to $355 million for fiscal year 2010, a decrease of 
$142 million. 
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The following table compares the funding available for the year with actual expenditures. 

 

Statewide Project Allocations and Expenditures 2009-2010  
(in millions) 

 2009 2010 

Original allocation $ 494 $ 592 

   Midyear adjustment (26) (73) 

Current-year allocation, final 468  519  

Project carryover from prior year 345  324  

   Total available   813  843  

 Actual project expenditures 497  355  

   Actual (Under) available allocation (316) (488) 

Percent of current-year allocation spent 106% 68% 

Percent of total available funds spent 61% 43% 

Source: Operations Planning Division. 

 
Of the $529 million identified as the budget balance for maintenance and operations, it is clear 
that the vast majority of the balance ($488 million) is due to not spending money on 
maintenance projects.  For the fiscal year ended June 30, 2010, VDOT spent $355 million in 
project expenditures: 

 $488 million less than the total funds available including carryover,  

 $164 million less than the allocation for the current year alone; and 

 $142 million less than the prior year, even though the allocation went up $51 million. 

Finding – The Department is not spending available funding on maintenance 
projects. 

Issue 
For fiscal year 2010, only $355 million of the $843 million funding available was spent on 
maintenance projects – just 43 percent of the funds available. 
  

Effect 
The Asset Management System condition assessment shows a decline in the condition of the 
highway system.  The calculated cost to maintain the system is much greater than funds 
available to be spent.  Yet based on the above analysis, VDOT is not currently spending the 
funds it has.   
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A number of reasons have been identified:  
 

 A project development process that submits small, low-risk maintenance projects 
through the same level of reviews, certifications and verifications as large and complex 
construction projects.   

 Concerns over revenue shortfalls by senior management resulted in delaying the 
opening of projects to charges and the approval of projects for advertisement. 

 As noted in the previous section, while there is a reporting process in place that shows 
actual spending compared with planned spending, no effective action was taken once 
spending was shown to be slower than anticipated. 

 Restrictions over the budget for maintenance projects. Historically, when spending on 
maintenance projects has lagged, field operations were able to transfer unused funds to 
support the performance of additional services or operations.  Under recently 
implemented restrictions, field operations no longer have authority to redirect funds from 
maintenance projects to service or operations without review by Operations Planning 
and approval from the Programming Division.     

 A policy to withhold authorization of preliminary engineering phase on a maintenance 
project until both the preliminary engineering and construction phases of a project were 
fully funded.  For example, a $2 million paving project would schedule the preliminary 
engineering phase estimated at $50,000 in fiscal year 2010 and schedule the 
construction phase estimated to cost $1.95 million in the following fiscal year. Under the 
implemented fiscal control policy, both phases of the project had to be fully funded in FY 
2010. Maintenance projects work with an annual budget, and this budget certification 
process created confusion as to whether budget funds had to actually be assigned to the 
project in 2010, or whether a certification meant that there would be funds set aside in 
next year’s budget.  If it was assumed that the funds had to be in the current-year 
budget, then the annual budget would be inflated with funds that would not be spent until 
the next year. 

 A policy to develop all eligible maintenance projects as federal projects has also added 
to project development time and reduced the flexibility to manage the overall program. 

 Some projects that would have originally been charged against the annual maintenance 
allocation were submitted instead for funding from the American Recovery and 
Reinvestment Act (ARRA). 

Recommendation 
The Department must implement the needed process changes in order to effectively spend the 
funds available to it.  Executing maintenance projects in a timely manner so that available 
funding is put to work maintaining Virginia’s highway infrastructure requires the combined efforts 
of all Central Office divisions, as well as the districts.  We recommend the following: 
 

Allocations and spend plans.  The current fiscal year 2011 spend plans should be 
aggressively reviewed and monitored with an objective of spending all available funds.  
Target spending should include both the current-year allocation as well as the $488 million 
project carryover from the prior year.  A reasonable carryover target should be established 
for the end of fiscal year 2011. 
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Federal strategy.  Carve out certain lower-dollar, high-volume activities and designate them 
as state projects only.  Provide districts with a target contribution toward the federal strategy, 
and give the districts authority to designate which projects will be developed as federally 
eligible, and which should be developed as state-only projects. 

 
Risk-based approach to project development.  In order to streamline the process for 
smaller maintenance projects, a risk-based approach to project development must be 
implemented.  The result would be a tiered approach to project development based on the 
risk characteristics of a particular project.  Most maintenance projects are low-cost and low-
risk projects and would benefit from the process changes that would be applied to these 
projects.  The application of a risk-based approach to smaller, low-risk state and federal 
maintenance projects is covered in more detail in the Project Development section of this 
report.  However, the following is a recommendation specific to maintenance projects: 

 
 Eliminate the requirement that a maintenance project be fully funded before the 

Preliminary Engineering (PE) phase is authorized and open to charges.  Delegate 
authority to authorize PE under a specified dollar amount to the district administrators. 

 

Funds Carryover 

Background  
Unlike budgets for construction projects funded over several years, the maintenance projects 
are funded with annual budgets.  Most maintenance projects are relatively small and can be 
completed over one season (approximately April through October).  Construction for most 
projects should occur over two fiscal years.  Districts estimate how much will be spent on a 
given project prior to June and after June.  For example, if there is a $500,000 paving project in 
place for this summer, 25 percent, or $125,000, might be budgeted in fiscal year 2010 (ending 
June 30), and 75 percent, or $375,000, might be budgeted in fiscal year 2011. 
 
This type of estimating is not an exact science, and the timing of projects can be affected by 
several factors.  In addition, with the end of the fiscal year occurring on June 30, which is the 
middle of the peak period for the construction phase of maintenance projects, a delay in a 
project’s starting can easily cause funds to be carried over to the following fiscal year.   
However, with carryover funds increasing, the root cause for carryover is more than slight 
project timing delays of only a few months. 
 
Therefore, in order to gain an understanding of trends in carryover funds, carryover was 
summarized for the past nine years in the following table:   
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Carryover Trend 2002-2010 (in millions) 

Fiscal 
Year 

Original 
Approved 
Allocation 

Final 
Allocation Expenditures Balance 

Percent of 
Unspent 

Final 
Allocations 

2002 $   871.9 $   871.0 $   840.1 $   30.9 3.55% 

2003 878.5 935.1 901.8 33.3 3.56% 

2004 933.2 918.4 879.2 39.2 4.27% 

2005 993.8 1,032.4 1,024.4 8.0 0.77% 

2006 1,080.0 1,102.8 1,021.0 81.8 7.42% 

2007 1,185.7 1,282.8 971.7 311.1 24.25% 

2008 1,257.6 1,583.7 1,197.3 386.4 24.40% 

2009 1,186.4 1,578.5 1,230.1 348.4  22.07% 

2010 1,312.4 1,660.8 1,131.7 529.1 31.86% 

Source: Director of Operations Planning Division, Maintenance and Operations Program Carry-forward 
Spreadsheet   

 

Prior to 2007, carryover balances averaged less than 5 percent of the total maintenance 
allocation for the year.  The average for the five-year period prior to 2007 was $39 million.  In 
2007, the balance jumped to almost 25 percent of the maintenance allocation.  The percentage 
dropped slightly in 2009, but increased to 31 percent in 2010.  
 
Large carryover balances have occurred in the last several years and Central Office and district 
personnel indicated that the federalization of projects initially contributed to larger carryover 
balances.  In 2006, VDOT began to use federal funding for maintenance projects with an initial 
late year infusion of over $80 million.  This federalization of the maintenance process created an 
initial backlog of projects, as it was determined that “a project is a project is a project,” and most 
of the same controls, checks and balances that support large construction projects were 
imposed on all maintenance projects.  The use of federal funds has grown to approximately 
$186 million in fiscal year 2010.  While this would explain the initial spike in funds carryover, the 
process should have leveled out with balances returning to more normal levels. 

 

Audit Objective 
To determine if carryover funds, while increasing, represent funds that are committed under 
contract and will be spent during the next fiscal year. 
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Analysis of allocation carryover from FY 2009 to FY 2010 
Under VDOT’s current procedures an analysis of carryover funds to determine what portion 
relates to outstanding contracts is not performed.  VDOT’s definition of “committed” is much 
broader and extends to projects that have been advertised as well as any project for which 
preliminary engineering work has begun.   

 

In order to determine how quickly carryover funds are being spent and verify if all the carryover 
was spent in the subsequent fiscal year, the 2009 carryover related to projects of $324 million 
was analyzed. The spending in FY 2010 for each project Unique Project Code (UPC) with 
allocations carried over from FY 2009 was reviewed to determine if expenditures in FY 2010 at 
least equal allocations carried over.  

Analysis of FY 2009 Carryover of Project Allocations 
 (in millions) 

Total FY 2009 carryover allocated to project (UPCs)  $  324 

   Adjustments to allocations during FY 2010 (71) 

2009 carryover as adjusted 253 

  

Expenditures applied to FY 2009 allocation during FY 2010 (153) 

  

Total unspent FY 2009 carryover allocations as of June 30, 2010 $  100 

Percent of 2009 carryover still unspent at June 2010 31% 

Source: Operations Planning Division, FY 2010 Analysis of FY 2009 Project Carry-forward. 
 
The Department reduced the carryover allocation for projects by $71 million.    Even with the 
allocation adjustment, the level of spending in fiscal year 2010 associated with the carryover 
was only $153 million, leaving $100 million or 31 percent in allocations as carryover to FY2011. 
 
Construction commitments.  Based on a report generated by the Scheduling and Contracting 
Division, the balance on outstanding contracts at June 30, 2009 was $250 million.  This would 
account for almost the entire carryover balance.  However, since budgets are designed to 
estimate what would be spent in a given fiscal year, the outstanding contract amount does not 
necessarily match up with the carryover funds.  The above analysis identifying $100 million of 
the 2009 carryover balance unspent a year later supports this conclusion. 
 
At June 30, 2010, the outstanding contract balance was $318 million, leaving a $211 million 
balance over and above outstanding commitments. 
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Finding - Carryover funds are excessive 

Issue 
Current budget practices are designed to budget only what is expected to be spent which 
should leave only a minimal cash balance at the end of the year.  Yet carryover balances have 
increased from an average of $39 million to $529 million at June 30, 2010.  Of this balance, 
$318 million is currently committed to outstanding contracts.  However, this leaves 
approximately $211 million of unspent allocation that has not yet been put to work on projects.  
Based on the analysis of the 2009 carryover, some portion of the $318 million committed to 
contracts may also go unspent during fiscal year 2011. 
  

Effect 
The amount of carryover funds has increased more than tenfold from five years ago to almost 
half a billion dollars.  While a significant portion of it is committed to outstanding contracts, this 
dramatic increase is indicative of the overall issue of not getting maintenance projects 
advertised, awarded and executed.  The delays in executing maintenance projects impact the 
nature of the repair, replacement or rehabilitation work performed on road and bridge surfaces.  
Continued growth in annual carryover results in funds being idle and results in an inefficient 
leveraging of financial resources to address growing maintenance and operational needs.    
 

Recommendation 
We recommend that the districts plan their maintenance work to fully utilize the fiscal year 2011 
budgets and accelerate the planned maintenance work to reduce the carryover to pre-2007 
levels.  A reasonable balance would be around $50 million based on 10 percent of the fiscal 
year 2010 maintenance project allocation of $519 million.  Management should have districts 
periodically evaluate all projects with carryover funds.  This evaluation should demonstrate 
allocations to date compared with the cost estimate, advertisement date, start date, 
expenditures and projected completion date.  Based on these data elements, thresholds should 
be developed to provide early warning signals of potential problems.  Management should 
consider removing from projects any funds that will not be spent in the next fiscal year.  
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3. Project Development and Execution 

Section Summary 

The complexity and risks associated with a major interchange project are vastly different from a 
project to put in a left-turn lane or to repave a section of a rural primary road.  However, with the 
current project development process, each project is treated essentially the same, with the 
same level of approvals, reviews, certifications, verifications and controls.   
 
Projects are taking too long to develop.  It is taking too long to develop smaller low-risk 
projects.  VDOT should develop a risk assessment methodology and apply it to every project 
during the initial scoping phase.  A tiered development process should be established that 
aligns project risk with the processes and controls.  Separate processes should be considered 
for the following types of projects: 

 State-funded projects with a limited or no plan requirements 

 Projects with federal funds that have limited or no plan requirements 

 
Designate certain maintenance activities for state-only funding. The policy of requiring 
most eligible maintenance projects to be developed as “federally eligible” slows down the 
development process for many small, low-cost maintenance projects.  VDOT should identify 
certain low-cost, high-volume activities as “state only” and provide added discretion to the 
districts to designate projects as state only once projects to meet their federal obligation have 
been identified. 
 
Lack of process transparency.  There is a lack of routine communication or monitoring on the 
status of projects among major stakeholders within Central Office management and the districts.  
Specific discussions on a routine basis should be established to focus on strategic operational 
plans, high-priority projects where key milestones are in jeopardy, and other pertinent 
operational issues. 
 
System tools have limited functionality.  The project scheduling tool has very limited 
functionality and is inadequate to manage complex projects.  The project management tool is 
designed for construction projects and is difficult to use for small low-risk projects. 
  
The process for procuring professional services takes too long.  The best case scenario is 
seven months, but a recent review by the Inspector General revealed that it could easily take 
over one year to hire an engineer to design a project.  VDOT should reevaluate current 
processes to first determine specifically what is legally required then weigh the benefits of other 
process steps against the time added to the process. 
 
Establish routine communication with the industry.  The Commissioner or his designees 
should regularly meet with the companies working to build, operate and maintain the highway 
system of roads and bridges. Agenda topics could include a discussion of the current schedule 
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of work to be advertised and a review of construction bid specifications to identify opportunities 
for efficiency and cost reduction.   
 
(Note: Throughout the following discussion, references are made to VDOT financial and 
operational information technology applications. Refer to the report section, Information 
Technology Applications Supporting Project Development where these applications are 
described in detail.) 
 

The Changing Role of VDOT 

As the state highway system has matured over the years, the focus of VDOT’s project 
development program has shifted from new construction projects designed to create 
transportation assets to activities designed to maintain existing transportation assets, such as 
paving of an existing road. In many cases from a project development perspective, the 
refurbishment of an existing asset may have many of the characteristics of a new construction 
project. 
 

Construction Projects 
Projects that entail the construction of a new road or bridge are likely to require that a number of 
related tasks be performed in both the development and construction phases by a wide array of 
people having diverse skill sets.  Therefore, construction projects are typically managed through 
a structured process that requires significant project management skills and information system 
applications with sophisticated task management capabilities.  It is not unusual for construction 
projects to require a number of years to complete both the development tasks and the 
construction tasks.  New construction projects are managed within both the financial and 
operational systems under a unique project code (UPC). 
 
The funding for new construction projects is typically broken down into these same phases: 
preliminary engineering (PE), right of way (RW), and construction (CN).  Construction projects 
are authorized annually as part of Virginia’s Six-Year Improvement Program (SYIP).  The six-
year plan is approved by the Commonwealth Transportation Board during June of each year.  
Therefore, the first year of any six-year plan should correspond to the current fiscal year 
beginning in July and extending to the following June.  
 

Traditional Maintenance Activities (paving applied to existing road) 
Traditional maintenance activities, such as paving an existing road, generally do not entail the 
same complexity, number of tasks and degree of engineering that would be the case for most 
new construction projects.  As a result, maintenance activities generally do not require the same 
degree of sophistication in project development processes, design plans and information 
technology applications.  Like new construction projects, maintenance projects are operationally 
and financially managed under a unique project code (UPC).  
 
Most small maintenance projects have little preliminary engineering and no right-of-way costs 
associated with them.  Maintenance activities are funded on an annual basis through the 
operational budgeting process.   
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While some maintenance activities are seasonal and do not extend beyond one year, a typical 
cycle for road paving can extend over two and possibly three fiscal years, as is illustrated in the 
following table. 
 

Illustration: $2 Million Maintenance Paving Project 

$100,000 to be spent from 
May 1 to June 30 for 

preliminary engineering 
$400,000 to be spent from 

May 15 to June 30 for paving

$1,500,000 to be spent from 
July 1 to October 15 for 

paving 

  Oct. Ad Date 
May Paving 
Start Date 

Complete 
Paving Oct 

 

 1-May 15-Oct 15-May 15-Oct  

Fiscal Year X1 Fiscal Year X2 Fiscal Year X3 

 
In the second half of fiscal year X1, a district receives road condition data that measure road 
conditions that existed during the previous year.  As a result of the data (which is a year old), 
the district identifies the need for paving where the paving activities will begin during the spring 
of fiscal year X2 and be completed during the fall of fiscal year X3, as illustrated above.   
 
At May 1 of year X1, the district might not yet know its fiscal year X2 budget allocation for 
paving projects.  However, it can reasonably estimate the amount of funding it will have 
available for paving activities during the next fiscal year.  Sometime between May and June of 
X1, the district will receive its annual budget allocation and will begin the process required to 
advertise its contracts for paving projects during October of fiscal year X2. 
  
The district must go to advertisement during the fall of X2 in order to have a contract awarded 
early enough so that actual paving can begin during the late spring of fiscal year X2 and paving 
can be completed by early fall of fiscal year X3.  Any delay that causes the district to be unable 
to meet the fall of X2 advertisement date might result in a corresponding delay in contract 
awarding or letting to such an extent that the paving project might not be completed during the 
spring of X2 to fall of X3 paving season.  In this situation, road-paving activities necessary to 
remedy road conditions that existed in fiscal year X, a full year prior to the development of the 
paving project, would not be performed until the spring of X3 to fall of X4 paving season. 
 

The “Projectization” of Maintenance Activities 
Prior to 2007, maintenance activities were not managed with the same project control system as 
construction projects.  The activity would have been administered by resident or district 
maintenance personnel within an overall paving program that would be completed during the 
next year’s paving season.  Fiscal control would have existed at the budget line-item level in 
VDOT’s financial management system and not at the more detailed project (UPC) level as is the 
case today.  The lack of general ledger project controls had the advantage of providing more 
flexibility at the district level to react to changing conditions and project priorities.  
Disadvantages include difficulty in tracking and reporting true project costs. 
 
Beginning in 2006, federal funds were applied to maintenance projects.  This required the 
establishment of a project tracking system (UPCs) for projects that were to be funded in whole 
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or in part by federal funds.  More recently, in part to ensure that all federal funds available to 
VDOT are used, a policy decision was made to treat all projects the same (“a project is a project 
is a project”), the objective of which was to manage most maintenance activities, such as paving 
an existing road, at the project (UPC) level in a manner consistent with that of new construction 
projects.   
 
The implementation of this concept has required that maintenance paving, and certain other 
traditional maintenance activities, be defined at the project or UPC level in VDOT’s financial 
management system, as well as in the Department’s operational systems. 
 
Managing maintenance paving activities at the project code level has enabled the Central 
Office’s Programming Division to implement fiscal controls down to the project level in a similar 
manner to that of new construction projects.  One effect of this approach has been to increase 
the number of low-risk, less complex projects that are funneled into transactional-level control 
procedures designed for complex projects.   
 

Central Office Activities Pertaining to Project Development and Delivery 
Prior to 2000, VDOT's Central Office managed most new construction projects.  In the last 
decade, the role of the Central Office in managing construction projects has been diminished or 
“devolved” to the nine districts so that theoretically Central Office staff develop and establish 
policies while the district offices manage the projects.  With regard to project delivery for 
construction, based on our discussions with VDOT staff and the industry, VDOT has been 
largely successful with this strategy for project delivery.  Key objectives in the strategy were to 
hire a number of professional engineers at the district level, and provide them with a “playbook” 
from which decisions can be made in the field. 
 
With small maintenance projects, prior to 2007 there was much less Central Office involvement.  
Since then, a policy was implemented to treat both maintenance and new construction projects 
the same.  This policy, referred to as “a project is a project is a project,” resulted in an increased 
level of involvement from Central Office divisions with all facets of project development. 
 
In the last decade, the concepts of delegated authority and devolution and the migration toward 
becoming a matrix organization have been key theories that VDOT management has 
considered.  The Commission on Transportation Policy in its report dated December 15, 2000, 
recommended that VDOT “move to decentralize more activity to the districts.  As much 
responsibility and authority should be shifted to the districts as possible.  Today, the Central 
Office manages many functions on important projects.”   
  
Within the last two years, it appears that the combination of the economic downturn, the 
Blueprint staffing reductions and reorganization and the “project is a project is a project” 
approach toward administering maintenance activities has clouded the degree of authority that 
exists in the districts relevant to that of the Central Office over the project development process 
for both new construction projects and maintenance activities. 
 
The following is a brief description of certain Central Office activities affecting project 
development, and is not intended to provide a comprehensive analysis of each division’s 
responsibilities. 
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Programming Division  

The Central Office’s Programming Division performs significant tasks to ensure that funding for 
projects is available.  The division has a significant amount of interaction with district project 
managers and other district staff.  The division manages the assignment of system-generated 
project codes (UPCs).   
 
The Programming Division must approve changes to certain key milestone tasks in the Project 
Schedule.  These tasks are:  approve preliminary engineering, authorize right-of-way and utility 
funds, and advertise the project.  Given the fiscal control objective of ensuring that funding is 
available for each of the three project phases, the Programming Division must approve changes 
to the planned target dates for these tasks since they directly correspond to the phase start 
dates of preliminary engineering (PE), right of way (RW), and construction (CN).  For example, 
all requests by project managers to modify the project advertisement date must be 
communicated in the project management system to the Programming Division for approval 
since the advertising date corresponds to the construction phase start date.  
 
The Programming Division manages the allocation of funding to projects within the 
Commonwealth's Six-Year Improvement Program.  Additionally, the Programming Division 
manages the use of federal funds (the federal strategy) and performs significant interactions 
with the Federal Highway Administration. 
 
There are numerous funding sources and transportation plans that the Programming Division 
manages.  An overview of Programming Division roles and responsibilities is provided below.  

 Manage the annual development of the Six-Year Improvement Program 

 Verify funds for preliminary engineering, right of way and construction – in the current 
financial environment, all phases of both construction and maintenance projects are 
approved by the chief financial officer 

 Develop and manage the federal strategy to ensure the use of all formula obligation 
authority annually 

 Develop the Statewide Transportation Improvement Program (STIP) and process STIP 
amendments 

 Draft Transportation Improvement Programs (TIPs), submit to Metropolitan Planning 
Organizations (MPOs) and process TIP amendments 

 Provide annual obligation information to MPOs 

Location and Design Division 

Central Office Location and Design staff maintains policies, procedures, technical guidance and 
training for the statewide location and design organization.  Engineering support services are 
provided not only to the statewide location and design discipline, but also to all of the 
preliminary engineering divisions, consultants and localities.  The Central Office provides 
statewide oversight for compliance with policies, procedures and quality assurance.  The 
Location and Design Division includes experts in highway engineering, road geometric design, 
hydraulics and river mechanics, survey and photogrammetry, project management, consultant 
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services and administration, traffic engineering design, landscape architecture, CADD, safety 
hardware, and the development and interpretation of standards, policies and procedures. 
 
Environmental Division 

VDOT's Environmental Division has expertise in a broad range of areas including biology, 
arboriculture, acoustical modeling, geology, horticulture, agronomy, forestry, wildlife 
management, engineering, environmental science, landscape architecture, environmental 
planning, chemistry, wetland science, public administration and natural and cultural resources.  
Close coordination on environmental requirements between the sponsor and the VDOT district 
environmental manager is necessary so that project scopes, plans, schedules and budgets 
accurately reflect the cost, requirements and duration of the environmental work. 
 
Right of Way Division 

The Right of Way and Utilities Division is responsible for the appraisal and acquisition of 
property rights necessary for the construction and improvement of state roads.  In conjunction 
with these duties, the division also coordinates the adjustment (i.e., movement) of utilities and 
the relocation of businesses and families displaced by highway projects.  In addition, the 
division tracks the management and disposition of residue parcels and surplus right of way.   
 
Scheduling and Contracting Division 

Scheduling and Contracting performs tasks pertaining to the process of assessing plan designs 
and converting those designs into biddable contracts.  The division develops RFPs (request for 
proposals) and awards contracts.  A component of the division’s procedures is the calculation of 
the bid control, or engineer’s estimate.  Additionally, the division reviews plans for omissions, 
miscalculations, or inconsistencies with the specifications, standards and cost estimates. 
 
Project Management Office  

The Project Management Office defines VDOT’s project management policy and procedures, 
implements project management tools and techniques, ensures the delivery of pertinent project 
management training that facilitates the utilization of a disciplined approach to project 
development and execution. 
 

District Activities Pertaining to Project Development 
Formal responsibility for project development and delivery resides at the district level.  
Administratively, VDOT is segmented into nine districts: Bristol, Salem, Lynchburg, Richmond, 
Northern Virginia (NOVA), Hampton Roads, Fredericksburg, Culpeper and Staunton.  
 
While the nine districts share many common characteristics, some of the districts operate in a 
geographic area that necessitates the development of customized approaches to organizational 
structure and operational policies.   
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Number of 
Projects 

Total Estimated 
Project Cost 
(in millions) 

Average 
Estimated Cost 

per Project 
(in millions) 

Bristol 418 $   1,311 $  3 

Culpeper 205    602  3 

Fredericksburg 236     972   4 

Hampton Roads 429  9,952 23 

Lynchburg 252     434   2 

Northern Virginia 397  3,134   8 

Richmond 436  1,418   3 

Salem 411  3,247   8 

Staunton 400  1,039   3 

Total 3,184 $ 22,109   $ 7 

Source: VDOT Integrated Project Manager (iPM), data as of July 9, 2010 

 
As shown in the table above, the number of projects and average project cost vary from district 
to district across the Commonwealth. Additionally, geographic, environmental, traffic and other 
characteristics of the districts are not identical.  Therefore, the nature of project risk from district 
to district varies. As a result, it is reasonable to expect that organizational structures and 
operational procedures might vary among the districts. 
 
However, the critical role of the project manager in the development and delivery of successful 
projects is consistent across all of VDOT.  From our interviews with both Central Office division 
and district management, it is clear that ultimate responsibility for successful project 
development and delivery resides with the project manager. 
 
The project manager must coordinate activities among each project’s team members, some of 
whom reside in the district and some of whom are in the Central Office.  Additionally, the project 
manager must manage and meet the expectations of numerous external stakeholders who have 
a vested interest in a project.  The project manager must possess team-building, interpersonal, 
communication, organizational and technical skills.  Additionally, the project manager must be 
able to achieve project objectives that depend on other VDOT associates or external 
consultants when the project manager has no direct supervisory authority over those people. 
 

Signing and Sealing in the Field 
A significant change in field operations that has transpired in 2009 and into 2010 is the 
implementation date for VDOT to comply with Virginia’s requirement that engineers be licensed 
as a result of Virginia Code §54.1-406.  Based on the requirements of this legislation, VDOT 
design plans developed in the districts are signed and sealed by professional engineers who 
operate at the district level.  Plans signed and sealed in the district are then reviewed by district-
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level location and design professional engineers. Typically, such plans are submitted to Central 
Office Location and Design engineers, who also review the plans. 
 

Federal Funding and Project Oversight 
The use of federal dollars to fund transportation projects entails various additional procedures or 
procedural modifications that must be performed in order to obtain Federal Highway 
Administration (FHWA) authorization.  FHWA requirements for VDOT transportation projects are 
defined in the “Efficiencies Agreement” that FHWA negotiated with VDOT in May 2007.  A 
partial listing of those requirements is as follows: 
 
“VDOT will continue to assume FHWA’s responsibility for the oversight of compliance with Title 
23 – U.S.C.3 for the preliminary engineering, design, plans, specifications, estimates, contract 
awards, and construction inspection for: 

 
1.  Interstate projects estimated to have a construction (exclusive of construction 

engineering and contingencies) cost of $1 million or less. 

2. National Highway System (NHS) projects (other than Interstate) estimated to have a 
construction cost (exclusive of construction engineering and contingencies) of $25 
million or less. 

3. All Interstate Preventive Maintenance projects estimated to have a construction cost 
of $5 million or less. 

4. All projects that are not on the NHS regardless of project cost. 

Projects that qualify based on the criteria above are referred to as non-federal oversight, or NFO 
projects. 

 
“FHWA oversight” (FO) is defined as full FHWA involvement in project scoping, preliminary 
engineering, design, plans, specifications and estimates (PS&E) approval; concurrence in 
award, project inspections, work order approval, approval of design exceptions, approval of 
claim settlement and project acceptance.   
 
“VDOT Oversight”, referred to as NFO projects, is defined as delegation of FHWA oversight 
responsibilities to VDOT.  Delegation removes FHWA’s direct involvement in design activities, 
PS&E approval, and concurrence in award and construction activities.  VDOT will act on behalf 
of FHWA in ensuring that all Title 23 requirements are met.  In addition, FHWA reserves the 
right to conduct reviews, as appropriate, to confirm that the federal-aid program is being 
administered in accordance with the applicable laws and regulations. 

 
VDOT may enter into an agreement with a local public agency to administer phases or portions 
of VDOT Oversight projects or FHWA Oversight projects.  In each case, the agreement shall 
require the third party to perform work under the appropriate federal requirements.  VDOT is 
responsible for compliance with federal requirements by the local public agency.  In accordance 
with FHWA regulations, VDOT is responsible for determining that sub-recipients of federal funds 
have: 
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 adequate project delivery systems for projects approved under this section; 

 sufficient accounting controls to properly manage such federal funds. FHWA shall 
periodically review the monitoring of sub recipients by the state. 

 
In accordance with the Efficiencies Agreement, FHWA requires 15 full working days to process 
the plans, specifications and estimates package for each project.  Therefore, at a minimum, 
VDOT can reasonably expect that every project that is pre-qualified for federal funding will 
require an additional three weeks at a minimum to process. 
 

The Federalization of Maintenance Projects 
During 2008, a policy decision was made to pre-qualify all eligible maintenance projects for 
federal funding, even in cases where the funding plan for a project did not call for the use of 
federal dollars.  Therefore additional procedures and procedural modifications required to 
“federalize” a project were applied to all VDOT projects, even though ultimately a significant 
number of those projects would not be funded with federal dollars.  VDOT management made 
this policy decision in order to ensure that sufficient eligible projects were available to meet the 
annual federal obligation.  
 
As a result, there was an increase in processes and considerations for all maintenance projects.  
Some of the delay is inherent with the federal regulations themselves: 

 
 In order to be eligible for federal funds, a project code and project tracking must be in 

place for all projects.   

 Federal Highway Administration (FHWA) approval must be received before the 
preliminary engineering and construction phases of the project can be started.  

 Certifications for right-of-way and environmental impacts must be performed.  

 Projects with federal funds have additional scope requirements.  For example, traffic and 
safety studies and guardrail improvements may be required to be included in the scope 
of projects for federal funding, which extend project development time and decrease the 
amount of paving performed under contract.  

Finding – All federally eligible projects pre-qualified to receive federal dollars are 
processed the same way, adding delays and cost to processing small, low-risk 
projects 

Issue 
All construction and maintenance projects that are eligible for federal funding are processed as 
though they would receive federal dollars. However, not all projects processed in accordance 
with federal requirements ultimately receive federal funds. 
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Effect 
Projects processed under federal eligibility requirements have many more steps to be 
performed, many of which are designed for larger projects.  Also, for any project, FHWA 
requires 15 working days to approve any agreement.  These requirements add unnecessary 
delay and cost to the process.   
 

Recommendation 
The decision to process every maintenance project as if it were going to be federally funded 
was made when state funds were plummeting, the construction program was being cut back, 
and there was concern that there would not be enough projects to use up all the federal funds.  
Revenues have not returned to pre-recession levels, but they have leveled out to some degree.   
Current federal funding is less than half of maintenance project costs.  There is a large volume 
of projects that have relatively small costs associated with them.  Given the small dollar value 
that these projects can contribute to the federal strategy, it makes sense to develop these as 
“state only” projects, which would remove all federal requirements and significantly reduce 
development time and cost for these projects.   
 
Management should review its construction and maintenance programs for certain types of 
projects or activities that rarely receive federal funds, and therefore might be processed outside 
of the federal eligibility requirements, in order to minimize the time and costs incurred to develop 
and deliver such projects.  In order to implement this strategy, the following should be 
considered: 

 
 Identify certain lower-dollar, high-volume activities and designate them as state projects 

only; 

 The Programming Division should provide districts with a target contribution toward the 
federal strategy.  Once the district’s contribution toward the federal strategy has been 
met, give the districts authority to designate projects to be developed as state-only 
projects.  

Project-Level Risk Assessment 

Policy to consistently apply project development based on project risk categories 
Effective February 1, 2008, the Project Management Office issued a project management policy 
that was authorized by VDOT’s Chief Engineer.  The policy was intended to provide a 
framework for the consistent application of project management in VDOT on a statewide basis.  
According to the policy, “the project manager in all VDOT districts and the Central Office shall 
follow a disciplined project management process in order to achieve quality, time, and budget 
requirements in development and delivery of all VDOT transportation projects.” 
 
The purpose of the policy was to ensure that certain project management procedures defined as 
mandatory were applied based on the type of project.  All non-mandatory procedures were 
noted as “to be considered.”  The policy defined the following project categories based on the 
“complexity and application of requirements.” 
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Category I No plan projects, small, simple and short-duration projects. 
 
Category II Minimum plan projects, relatively simple, single-season construction projects. 
 
Category III Full C-plan projects, multi-season construction projects of medium complexity. 
 
Category IV Very large, complex C-plan projects (generally >$100 million), multi-season  

construction projects of large complexity. 
 
Category V Major projects and multi-contract projects where seamless interaction among  

contractors is necessary. 
 
The policy document defined the project manager as the person who either “accomplishes the 
task” or “ensures others accomplish the task.”  The project manager has overall responsibility 
for guiding the project through the development and delivery process.  This policy is intended to 
bring clarity in establishing responsibility, authority and accountability in the development and 
delivery of a project. 
 
Additionally, it was noted that “This policy and the procedures are to be implemented 
immediately throughout each district and the Central Office.  Districts may choose to 
supplement these policies and procedures for use on their projects as determined by the district 
Preliminary Engineering Manager and/or district Construction Engineer and approved by the 
District Administrator.  While providing districts the flexibility to supplement and tailor their 
procedures, no district can decide not to follow the intent of these policies and procedures 
including the requirements.”  In order to implement the policy, it was noted that the form PM-103 
was created to help assess process risk. 
 

Audit Objective 
Determine if the processes that are in place take into account the level of risk associated with 
the project, and that risk is balanced with the mission objective to develop and deliver projects in 
a timely manner. 
 

Audit Results 
It initially appears, based on the project management policy described above, that the 
Department has at least considered the risk attributes of a project as evidenced by the five 
project categories based on certain project characteristics.  Additionally, VDOT has 
contemplated the idea that certain categories of low-risk projects might not be subject to all 
procedures.  Though as noted above, the policy did not eliminate any procedures; rather it 
stated that the task should be “considered.”  In addition, the general policy was not followed up 
by development of specific processes for each category. 
 
However based on information gathered during our fieldwork, this general policy was not 
implemented to develop actual processes based on the risk categories of projects.  Such a 
policy would necessarily have required a coordinated effort between the districts and the Central 
Office divisions.  As a result, there was no evidence that VDOT has effectively implemented a 
risk-based approach during project scoping in order to more effectively align the degree controls 
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associated with various Central Office reviews with the nature and magnitude of risks inherent in 
a project.  Procedures performed and results obtained are summarized as follows: 

 
 As noted above, project risk was to be documented through the use of form PM-103.  A 

detail review of the project files of four projects each from the Salem, Staunton and 
Richmond districts was conducted.  All project documents stored in Integrated Project 
Manager were reviewed for each project.  Our test revealed that none of the projects 
had a completed PM-103 form or other evidence that a project specific risk assessment 
was performed. 

 Twenty-five projects were tested from all remaining districts from Central Office files.  
None of the 25 projects tested in this manner contained completed PM-103 forms, or 
other evidence that a project-specific risk assessment was performed. 

 During extensive interviews with engineers and project managers throughout VDOT, 
operating in both the Central Office and in the districts noted above, consistent feedback 
was received indicating that there was no significant reduction or variation of Central 
Office transactional controls or project-level review procedures based on project risk.   

 Additionally, we did not observe evidence to suggest that the increased volume of plans 
signed and sealed in the districts during the previous year, or the increased number of 
professional engineers utilized in the districts to develop plans, had resulted in 
reductions or variations in Central Office review procedures applied during the project 
development process. 

Finding – Lack of project risk assessment results in low-risk projects being 
subjected to processes and controls developed for high-risk projects 

Issue 
Based on our detailed project walk-throughs of 12 total projects, as well as our detailed review 
of Project Pool, iPM, SYIP, Project Schedule data and associated documents for 25 additional 
projects selected from the other districts, we found no projects where a risk assessment was 
performed.  Specifically reviewed were project-related documents stored in the Integrated 
Project Manager application, the repository where all project-related documents should be 
stored.   
 

Effect 
Without a project-specific risk assessment, management has no structured process through 
which it can consistently prioritize projects, and field engineers and project managers have no 
consistent basis on which to determine which specific tasks should be performed during the 
development phases of the project life cycle.  The lack of a project-specific risk assessment 
process results in an inefficient use of labor and monetary resources by requiring that all 
projects, regardless of project risk, be subject to the same level of project controls and reviews. 
 
Obtaining a project code (UPC) from programming.  Without a risk-based approach, all 
projects are subject to the same processes.  The following flowchart outlines the tasks 
performed in order to authorize the application of charges to preliminary engineering.  This 
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flowchart is designed for new construction projects under the six-year plan.  However, a 
separate process has not been established for smaller, low-risk maintenance projects.  

 
Source: Central Office Programming Division 

 
The impact of applying reduced review procedures to low-risk projects can be demonstrated by 
considering the following data from Integrated Project Manager standard reports as of July 9, 
2010. 
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By District, Percentage of No Plan and Minimum Plan Projects, Number of Projects 

 
Total 

Projects 
Category I: 
# No Plan 

Category 
II: 

# Min Plan 

Total 
Category I 

& II 
% of 

Projects 

Bristol 418 240 24 264 63% 

Culpeper 205 117 6 123 60% 

Fredericksburg 236 121 29 150 64% 

Hampton Roads 429 161 74 235 55% 

Lynchburg 252 151 44 195 77% 

Northern Virginia 397 114 84 198 50% 

Richmond 436 161 63 224 51% 

Salem 411 214 88 302 73% 

Staunton 400 227 54 281 70% 

Total 3,184 1,506 466 1,972 62% 

 
By District, Percentage of No Plan and Min Plan Projects Expressed in Project Dollars  

 
System Total 

Estimate 
Category I: 

No Plan 
Category II: 

Min Plan 
Total Category I 

& II 

% of 
System 

Total 
Estimate

Bristol $   1,311 $    150 $   21 $    171 13% 

Culpeper 602 136 6 142 24% 

Fredericksburg 972 110 59 169 17% 

Hampton Roads 9,952 142 166 308 3% 

Lynchburg 434 86 58 144 33% 

Northern Virginia 3,134 274 118 392 13% 

Richmond 1,418 294 90 384 27% 

Salem 3,247 238 127 365 11% 

Staunton 1,039 204 103 307 30% 

Total $ 22,109  $ 1,634 $ 748 $ 2,382 11% 

Source: Integrated Project Manager standard reports generated for “projects” as of July 9, 2010. 
Note: The term “No Plan” refers to project plans that do not entail engineered plans. Such plans are typically defined 
on 8 ½ by 11 paper. The term “no plan” should not be construed to imply that there are no documents that define 
what is to be accomplished on the project. 
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Based on the above data, 62 percent of all projects being managed by VDOT as of July 9, 2010, 
are either No Plan (Category I) or Min Plan (Category II) projects.  The cost of these projects 
represents only 11 percent of the total estimated costs of all projects being managed by VDOT 
as of July 9, 2010.   
 
VDOT has the opportunity to experience efficiency gains in its project development process by 
streamlining processes on 62 percent of its total project workload, while those same projects 
represent only 11 percent of VDOT’s estimated total project investment.  
 
There is strong evidence of delays in project development for fiscal year 2010. 

 
 Only $355 million was spent of the total $843 million available for maintenance projects. 

 Fiscal year 2010 maintenance project expenditures declined by $142 million, despite the 
fact that maintenance project funding increased by $51 million.  

 Total highway construction spending was $989 million, $151 million less than 2009 
despite receiving over $650 million in ARRA funds. 

 In June 2009, the Virginia Transportation Construction Alliance received a listing of all 
projects that were targeted to be advertised over the next 12 months.  The Alliance then 
tracked the actual advertisement dates on its own internal Dashboard.  Its report shows 
that for the total number of 245 projects on the list, as of May 15, 2010, 91 projects (38 
percent), with a total value of $401 million, had not yet been advertised. 

Recommendation 
Management should develop a project-specific risk assessment methodology that should be a 
required task in the project planning phase.  The project-level risk assessment should provide 
the basis for concluding that a low-risk project would not be subject to certain control reviews 
such as the review of signed and sealed plans by the Central Office Location and Design.   
 
The project-level risk assessment should not be based solely on a project’s total investment 
dollars, nor should it be based on the plan type utilized to define the project. There are a 
number of pertinent project attributes that should be considered, such as: 

 
 Procurement method (design-bid-build vs. design-build) 

 Public involvement (hearing vs. willingness vs. exception) 

 Federal vs. state funding 

 If a federal project, will there be federal oversight? 

 Type of environmental document (EA/EIS vs. PCE/CE)  

 Is there any unusual funding that may have additional compliance requirements (e.g. 
ARRA or TPOF)? 

 How much local government involvement is expected? 

 Is Right of Way required? 

 Are there utilities to be moved? 
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 Are there railroads, other state agencies, or the federal government involved? 

 Is there any unique maintenance of traffic issues (e.g. night work required)? 

 Is funding complete for all phases? 

 What is the nature of the work (e.g. system preservation vs. capacity improvement)? 

The above is only a partial listing of project risk attributes that might be considered. Additionally, 
it is likely that certain of the project risk attributes are more significant than others. Therefore, 
the risk attributes might not have equal weighting. 
 
The objective of the project risk assessment is to provide a basis on which management can 
make informed decisions as to how to more efficiently allocate resources, time and effort to 
individual projects in its entire program of projects.  Without an effective project risk assessment 
process, the practice of treating all projects the same, defaulting to the most complicated 
project, cannot be changed. 
 

Recommended Implementation Strategies 
The following discussion describes specific recommendations that management can implement 
as part of a risk-based strategy. The discussion is not intended to describe every process or 
procedure that might be reduced or eliminated, but is intended to provide illustrative examples 
of the types of reviews and authorizations that VDOT should modify or eliminate when 
developing low-risk projects.   
 
The sources of these recommendations are our understanding of the process, consideration of 
best practices, review of prior internal and external reviews and audits, focus group input from 
the industry, and information obtained from VDOT employees through discussions and focus 
groups.  Certain recommendations are more fully developed elsewhere in the report. 

 
 Consider a three-tiered process approach to project development.  The details need to 

be addressed by appropriate VDOT personnel, but in principle: 

o Tier one:   No plan or minimum plan state-only projects 

o Tier two: No plan or minimum plan federal projects  

o Tier three:  Full plan, complex and very large projects 

 Certain Central Office review procedures pertaining to project scoping and design should 
be eliminated from the project development process for low-risk projects: 

o Central Office authorization of final project scope 

o Central Office Location and Design review of project plan design 

o Central Office right of way certifications for projects where there is no right-of-
way 

 For low-risk projects, the PE manager and a district Location and Design Engineer 
should authorize project scope and plan design with no additional review or approval 
required by the Central Office. 
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 Certain review processes and procedures included in the Central Office Scheduling and 
Contracting Division’s “Plan Review” phase could be revised or eliminated for low-risk 
projects: 

o Scheduling and Contracting reviews pertaining to environmental permitting 

o Scheduling and Contracting reviews pertaining to maintenance of traffic during 
construction 

o Scheduling and Contracting reviews performed by the “second” plan reviewer. 
According to the Scheduling and Contracting Divisions “Plan Review” 
documented procedures, “before the proposal package is submitted to Document 
Assembly it is reviewed by a different plan Reviewer to be critiqued.”  

 Certain review processes and procedures included in the Central Office Scheduling and 
Contracting Division’s estimating phase should be modified or reviewed.  Specifically, for 
low-risk projects, Scheduling and Contracting should consider utilizing cost estimates 
developed by district engineers without performing an additional bid control estimate, or 
applying multilayer review processes to district cost estimate calculations.  

 
VDOT’s recent efforts toward change.  The establishment of a project process based on risk 
requires a culture shift away from an approach that requires that all project steps be considered 
for all projects.  There is evidence that VDOT is internally working on this process change.  
VDOT’s local assistance program that manages projects administered by local governments 
has already instituted a risk-based approach to overseeing these projects.  During the course of 
the audit, the District Administrative Council (DAC) provided input that identified ways to 
improve current practices in order to improve VDOT’s ability to deliver its program.  Themes that 
emerged included:  using a risk-based approach to assign approval authority for construction 
and maintenance projects; establishing monitoring criteria in order to ensure work quality; and 
the development of written policies and procedures guidance.  It was also noted that changes in 
the process will necessarily involve working with the Federal Highways Administration and that 
working agreements will need to be modified.  For each recommendation a series of “next 
steps” is identified in order to proceed with implementation of the recommended changes. 

Project Cost Estimates 

Project cost estimates are input and updated numerous times during the project development 
cycle.  When a project sponsor inputs the original information to set up a project in the Project 
Pool application, the sponsor inputs estimated project costs that are based on knowledge of 
similar projects, but not based on a formal methodology.  During the scoping process, the 
project manager updates estimates for all project phases (preliminary engineering, right of way, 
construction) every quarter.  The Integrated Project Manager provides standard reporting that 
shows projects with outdated or problem estimates. 
 
During early scoping activities, the project manager utilizes the Project Cost Estimating System 
(PCES) to develop and update cost estimates.  As the project scope becomes more clearly 
defined, and more precise engineering estimates are possible during plan development, cost 
estimates are developed within an AASHTO (American Association of State Highway and 
Transportation Officials) estimating system, TRNS*PORT.  Estimates prepared in either PCES 
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or TRNS*PORT are recorded within the PCES application, which is closely aligned with the 
Integrated Project Manager. 
 
In many instances, the update of the PCES estimate requires only that the project manager 
press a “refresh” button within the PCES application.  From quarter to quarter, a project’s 
estimate is not likely to change significantly unless there are project scope changes, in which 
case the project manager should update the estimate as a standard practice. 
 
In addition to the estimates prepared during the development phase by the project manager, the 
Scheduling and Contracting Division prepares a bid control estimate that is utilized in the 
evaluation of bids. 
 

Finding – Project estimate updates are not aligned with project milestones or 
annual Six-Year Plan Development Program 
 

Issue 
VDOT policy requires that project estimates be updated on a quarterly basis.  The current policy 
to require quarterly updates does not correspond to scope changes, or the completion of 
important project milestones during the development phase.  As a result, in many cases the 
estimate update process only amounts to a click of a button to refresh an existing estimate 
within the PCES and is not the result of a substantive evaluation of the cost estimate. 
 

Effect 
The quarterly update of estimates occurs with a frequency that does not reflect the economic 
activity associated with a project over its life.  It appears that in many cases the procedure 
required to update the estimate does not require significant time. However, a small amount of 
time required to perform a task does not justify performing the task if the task does not add 
value to a process. 
 

Recommendation 
We recommend that management require project managers to update project estimated costs 
at various intervals that are more likely to be meaningful and less arbitrary.  Project managers 
should update estimates when preliminary engineering is approved at the start of the 
preliminary engineering phase: when project scoping is approved at which time the right-of-way 
phase begins, and at the advertisement date, at which time the construction phase begins.  The 
preliminary engineering, right-of-way and construction phases are the key phases that 
correspond to Central Office Programming's requirements to verify that funding is available.  
Additionally, we recommend that project cost estimates be updated annually to correspond with 
project development milestones of the Six-Year Improvement Program. 
 

Tracking Projects through the Development Process 

Based on numerous interviews with field project managers and engineers, district level 
personnel consistently describe many Central Office divisions as lacking visibility.  Field project 
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managers are expected to manage the completion of project tasks; however, the status of tasks 
performed within Central Office divisions is difficult to determine.   
 
In order to analyze this issue, the Central Office’s Scheduling and Contracting division was 
selected to identify tasks performed and determine whether there was a tracking process in 
place.  
 
A study by VDOT’s Project Management Office (PMO) during 2008 reviewed specific tasks 
performed in Central Office’s Scheduling and Contracting division.  The PMO study concluded 
that on average, five months were required for a project to be processed in the Central Office 
Scheduling and Contracting division.  The complete listing of tasks and corresponding number 
of days to accomplish each task is provided as follows: 

Task ID 
Schedule 

Task Description Days 

5.1  Prepare Project for Advertisement 5 days 

5.1.1  Finalize CTDR (Contract Determination Report) 1 day 

5.1.2  Develop CEI & Cost Estimate 2 days 

5.1.3 71C Perform Constructability Review 1 day 

5.1.4  CEI entered in PES/TRNS*PORT 1 day 

5.1.5 70 Obtain Environmental Permits 5 days 

5.2  Lock PES Estimate 3 days 

5.3 71X Col. 1 – Conduct (PAC) Pre-Advertisement Conference Date 1 day 

5.4 71 Col. 2 – Perform L&D Plan Coordination Review and Processing 22 days 

5.4.1  Col. 3 – Project Manager Certification 5 days 

5.4.2  Col. 4 – Acquire Title Sheet Signatures 15 days 

5.4.3  PD Processes Funding Verification (CFO Approval) 17 days 

5.4.4  Perform Environmental Review 14 days 

5.4.5  Obtain Environmental Certification for Advertisement 1 day 

5.4.6  Verify Inclusion of R/W and Utility Plans 1 day 

5.5  Col. 5 – Begin Contract Development 30 days 

5.5.1  SCD Review of Bid Proposal Documents 4 days 

5.5.2  Establish DBE Goals 20 days 

5.5.3  Perform Specification Review 15 days 

5.5.4  Perform Plan Review 15 days 

5.5.5  Assemble Proposal Documents 5 days 

5.5.6  Perform PES Review & Generate Engineer’s Estimate 10 days 
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5.6  Col. 6 – Post Bid-ability for Review 1 day 

5.7 72B Col. 7 – Perform Bid-ability Review 15 days 

5.8  Obtain FHWA Authorization (FO & NFO) 28 days 

5.8.1  Provide Detailed Estimate Cost Summary to PD (FO & NFO) 2 days 

5.8.2  Provide FHWA Criteria Sheet to PD (FO &NFO) 3 days 

5.8.3  PD-Processes Federal Authorization for Adv. (FO & NFO) 5 days 

5.8.4  Provide PS&E to FHWA and Receive FHWA Approval  

(FO only) 

20 days 

5.8.5  FHWA Reviews PS&E and Provides Comments to VDOT 
(FO only) 

15 days 

5.9  Col. 8 – Revisions to Contract Documents End 6 days 

5.10  Col. 9 – Final Plan Submission to Plan Coordination 3 days 

5.11  Col. 10 – Advertisement Submission to SCD 5 days 

5.12 69X Right of Way – Utility Certification 1 day 

5.13  Correct and Run Proposal 5 days 

5.14 79 Col. 11 – Obtain Federal Authorization for Construction 12 days 

5.15 80 Col. 12 – Advertise Project 1 day 

5.16  Perform Prequalification Review of Bidder’s Waiver Request 3 days 

5.17  Hold Project Showing 1 day 

5.18  Process Revisions 5 days 

5.19  Finalize Engineer’s Estimate 5 days 

5.20  Move PES Data to LAS (Letting & Award System) 2 days 

5.21 82 Conduct Bid Opening/Hold Letting 1 day 

5.22  VDOT Review of Bid Proposal 40 days 

5.23  Process Bids for CTB/Commissioner 10 days 

5.24  Perform Quality Control of Bid Items and Prices 27 days 

5.24.1  Review Bids and Hold Bid Review Meeting 5 days 

5.24.2  Submit Funding Verification Documents to Programming 10 days 

5.24.3  Perform Verification of Bidders Prequalification 5 days 

5.24.4  Perform DBE Goals Review 10 days 

5.24.5  Process Contractor’s DBE Compliance forms 10 days 

5.24.6  Obtain Chief Engineer’s Approval of Bids 1 day 

5.24.7  Prepare Preliminary Award Cost Summary for submittal to 
PD 

5 days 
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5.24.8  Recommend for Award (or Rejection) 1 day 

5.25  Perform VDOT Review 57 days 

5.25.1  Request FHWA Concurrence in Award (FO) 10 days 

5.25.2  Prepare Ballot for CTB and/or Commissioner 10 days 

5.25.3  Obtain CTB Approval  5 days 

5.25.4  Obtain Commissioner’s Approval 5 days 

5.25.5  Prepare Award Cost Summary for Submittal to PD 3 days 

5.25.6  Submit Detailed Estimate Based on Award to FHWA 5 days 

5.25.7 84 Award Contract/Disburse Contract Award Letter 2 days 

5.25.8  Submit Funds Distribution Sheet for PD 5 days 

5.25.9  Submit Budget Letter to PD 10 days 

5.25.10 end 7 PD Authorizes Award in FMS 2 days 

5.26  Chief Engineer Executes Contract 2 days 

 
In the second column certain tasks are referenced to a number, which refers to a pre-defined 
task that is set up in the Project Schedule.  The Project Schedule is the task management 
application that district project managers utilize to track their progress during the project 
development phase. 
 
Out of approximately 70 tasks that might normally occur in the Central Office’s Scheduling and 
Contracting division relating to a project, only 14 of those tasks are tracked in the Project 
Schedule.   
 
The above analysis illustrates the fact that many critical tasks pertaining to project development 
are performed in Central Office divisions but are not tracked in the Project Schedule.  
Additionally, in most cases, the status of tasks such as these is not viewable through current 
information technology applications by project managers and others in the districts that have 
primary responsibility for the development and delivery of projects.  In order to obtain status 
information as to tasks performed in many Central Office divisions, district project managers 
must rely upon phone calls and emails, and must know specifically to whom they should speak 
in order to obtain information regarding the status of their projects.  
 

Finding – Significant Central Office tasks and deliverables are not identified in the 
Project Schedule 
 
Issue 
There are tasks performed in Central Office Programming, Location and Design, Scheduling 
and Contracting, and other divisions that result in deliverables that are critical to the project 
development process.  Ultimately, the field project manager is held responsible for the 
completion of these tasks.  Based on our review of the defined tasks in the Project Schedule 
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application, documentation pertaining to VDOT project development practices, Location and 
Design’s concurrent engineering process flowchart, and discussions with the Central Office 
Project Management Office and Richmond district management, a significant number of critical 
Central Office tasks are not defined, managed or monitored in the Project Schedule application. 
 
As noted above, the Scheduling and Contracting Division might perform up to 70 tasks for a 
project.  However, out of these tasks only 14 are reflected in the Project Schedule.  For 
example, according to VDOT's "Efficiencies Agreement" with the Federal Highway 
Administration, design plans, cost estimates and other information (PS&E) must be submitted to 
FHWA for approval prior to the advertisement date.  According to FHWA’s efficiency agreement 
with VDOT, FHWA requires a minimum of 15 working days to perform its review.  This is noted 
as step 5.8.5 in the above table.  Within the Project Schedule, there is no separately defined 
task for this process.   
 

Effect 
In order for project scheduling applications to be effective, they must include all significant tasks 
in the project development process.  If certain key tasks are not included in project scheduling 
or task management applications, the ability of management and project managers to effectively 
manage their projects is reduced.  
 

Recommendation 
Management should identify critical tasks and deliverables that should be reflected in the pre-
defined Project Schedule application that are owned and performed in the Central Office 
divisions.  The planned start, planned completion, actual start and actual completion dates 
should be updated by the Central Office divisions in their own divisional IT applications.  This 
process should also update the corresponding dates in the Job Schedule application. 
 

Project Development Performance Measures 

Dashboard Measures 
VDOT’s Dashboard is a performance reporting system for projects and programs.  This system 
is used both as a performance report that is displayed to the public and as a project 
management tool.  The Dashboard is organized into two main sections: highway performance 
and VDOT performance.  See next page for a snapshot of the Dashboard as of July 15, 2010. 

 



 

 

Section 3:  Project Development       Page 66 

 

 
Under the project performance area of the VDOT performance measurement, projects are 
measured in relation to the project development and construction phases.  The project 
development phase measures studies, design and advertisement, and project cost estimation 
performance relating to projects that have been included in the Six-Year Improvement Program.  
The studies measurement section might include:  corridor studies and feasibility studies, 
projects in any stage of development, but where no planned advertisement dates have been 
set, and PPTA Studies; but the section excludes state forces projects, canceled projects, and 
projects containing certain data anomalies such as construction is complete, but there is no 
planned or actual ad date.  
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Performance Measures for Project Development 
If the “Project Development” button is selected, the following screen is presented (as of July 15, 
2010). 

 

 
The design and advertisement performance measurement of project development selects 
projects that are current Six-Year Improvement Program and that have an established 
advertisement date.   
 

 “Green” project is a project that is advertised prior to its baseline advertisement date, or 
is forecasted to advertise prior to its baseline advertisement date.   

 “Yellow” project is a project where the current planned advertisement date is later than 
the baseline advertisement month, but the baseline month has not yet passed.   

 “Red” project is a project that was advertised later than the baseline ad month, or a 
project that has not yet advertised but the baseline ad month has passed. 

 
Projects selected for the project cost estimation performance measurement are based on the 
same criteria as those for design and advertisement.  
 

 “Green” project is one where the most recent estimate is within negative 10 percent to 
positive 30 percent of the post-scoping estimate.  

 “Yellow” project is where the most recent estimate is between negative 10 percent and 
negative 20 percent, or between positive 30 percent and positive 40 percent of the post-
scoping estimate, or the project contains an estimate that is more than 90 days old.  

 “Red” project exists if the most recent estimate exceeds negative 20 percent or positive 
40 percent of the post-scoping estimate, or if there is no estimate available after scoping. 

 
The Dashboard provides certain project-level data on inquiry.  For example, the citizen can 
select a district and review the projects in development for that district.  Additionally, the citizen 
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can select a specific project and obtain project-level information, as follows (information as of 
July 15, 2010): 

 

 

 
Note that for the project above, the project’s grade during the development phase is “green,” 
which at first glance might suggest that all of the project development tasks are proceeding 
smoothly.  
 
However, an informed user of the information might actually question whether in fact project 
development is proceeding according to plan.  Note that the scheduled begin date of project 
scoping is May 31, 2010.  According to the information above, this task has not yet started as of 
July 15, 2010.  This implies that the start of the preliminary engineering phase is six weeks late, 
yet the project classification per the Dashboard remains “green.” 
 
In fact, since project scoping has not begun, an informed user of the information will realize that 
the “Current Ad Date” of April 1, 2011 may not be a realistic target.  VDOT recognizes this fact 
since the Dashboard’s “Baseline Ad Date” as shown above has not yet been established.  
VDOT practice is to establish the “Baseline Ad Date” when project scoping is complete.  This is 
a reasonable practice - how can one reasonably forecast the advertisement date of a project 
until the scope of the project has been determined? 
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However, it raises a question: How many users of this information will be able to accurately 
interpret the data presented and arrive at the correct conclusion that VDOT cannot yet 
determine the advertisement date for this project? 
 

Performance Measures for Project Delivery 
If the “Project Delivery” button is selected, the following information is presented. 

 

 

The project delivery phase measures project performance in terms of time, budget and 
environmental compliance.  The contracts that are selected for measurement under the project 
delivery phase are active construction contracts that have been executed and that have an 
original scheduled completion date within the selected time period.  
 

 “Green” project is when the original completion date has not passed and the projected 
completion date is earlier than the original date.  

 “Yellow” project is when the projected completion date is later than the original date, but 
the original date has not passed.  

 “Red” project is when the original completion date has passed, or the projected 
completion date is earlier than the current day or is missing. 

The budget performance attribute of the project delivery phase is measured by comparing the 
original contract award amount with the current contract amount and the cost of work to date.  
 

 “Green” project is when the current contract amount or the cost of work to date does not 
exceed the award amount by more than 3 percent of budget.  
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 “Yellow” project is when either the current contract amount or the cost of work to date 
exceeds the contract award amount by 3 to 10 percent.  

 “Red” project is when either the current contract amount or the cost of work to date 
exceeds that award amount by more than 10 percent.  

The on-time and on-budget performance measures have targets of 76 percent and 85 percent, 
respectively.  Actual results are much, much better, 98 percent on-time performance and 93 
percent on-budget.  Given the complexity and variables that affect project delivery, a target of 
76 percent may be reasonable.  How is VDOT achieving 98 percent?  Performing at what 
appears to be a significantly higher level that practically equates to a perfect score could mean 
that the target measures are way too low, or the data parameters have changed to make it 
easier to stay green.   
 

Dashboard Type Performance Measures in Other States 
During our review of the Dashboard’s performance measures pertaining to project management, 
we reviewed the project-level performance measures provided by a number of other states at 
their public websites.  The states we reviewed and our observations are provided in the table 
below. 

 

State 

 

General Observation 

Use of 
Project 
Specific 
Grade 

Increment 
of Time 
Used To 
Measure 

“On Time” 

North 
Carolina 

Provides the delivery rate as a % at the state level in 
the initial Dashboard page. Additional breakdowns of 
the overall rate are available.  

 
 Percent of plans completed and bids opened on 

time. 
 Percent of right-of-way acquisitions begun on time. 
 Percent of active construction projects on schedule.
 Percent of construction projects on budget. 

 

Specific project data is available for active 
construction projects, but specific project data is not 
available for development phase measures, 
associated with the above measures.  

 

Detailed project data is available through the "project" 
inquiry. 

 

For no measures is an effort made to "grade" either 
development or construction activities at the project 
level. 

No Date 
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Texas Updates to the project tracker occur once a month.  
Texas construction measures on time and on budget.  
Project development milestones shown in terms of 
target month.  
 
Texas measures at state or county level, not at project 
level of detail.  
 

On-time/on-budget measures do not reference 
specific dates or costs but a range based on a 10 
percent variance.  VDOT's dates do not allow for any 
variance, while costs allow for a 3 percent variation. 

No Month 

Alabama Schedules for certain projects are available and 
include expected dates, but no performance 
measures noted. 

No Not Readily 
Available 

Arizona Project-level information is available for certain major 
construction projects, but no performance measures 
noted.  No project-specific grade. 

No Date 

Florida Project data available and actual dates are used, no 
Dashboard utilized.  No project-specific grades. 

No Date 

Georgia Construction project information, no Dashboard, no 
project-specific grades. 

No Season 

Minnesota Project-level data was not readily available, no 
project-level measures. The state does measure 
whether the contract is “let” within the target year. No 
project grades. 

No Not Readily 
Available 

New Jersey No Dashboard noted, project information not readily 
available. No project grades. 

No Not Readily 
Available 

New York No Dashboard noted, project-level inquiry available, 
state identifies key project dates as seasons of the 
year within project detail. 

No Season 

Utah Web page established for projects.  Milestones are 
expressed in terms of seasons or months.  No 
Dashboard type measures noted.  Projects not 
graded. 

No Season or 
Month 

Washington 
State 

Project detail information is available. No project 
specific grades.  Targets are not date-specific. 

No Season 

 

Observation on the use of the Dashboard and management decisions 
Based on our discussions with management, the implementation of VDOT’s Dashboard was a 
critical tool to change the culture of the agency to focus on performance outcomes.  Its 
transparency is a model and best practice that other states look to.  However, the Dashboard is 
not an end in itself; and, as with any set of performance measures, care must be taken to avoid 
unintended consequences when managers “manage to the performance measure”.  Over-
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emphasis placed upon Dashboard measures of “on-time/on-budget,” particularly during the 
project development phase, may lead users of the information, whether they be internal or 
external, to make inaccurate conclusions regarding the achievement of project objectives. 
 

Effect 
The equal weighting of projects per the Dashboard increases the likelihood that project 
managers, engineers and other support staff might make time management and resource 
allocation decisions that do not necessarily reflect project priorities or risks. 
 
Our observations and research suggest that there have been instances where decisions are 
made and actions taken strictly to manage the Dashboard without adequate consideration of 
project priorities, project risks, long-term quality considerations, public safety issues, etc.   
 
For example, a Virginia Transportation Research Council report, published in 2007, noted "that 
a large number of plan revisions might be beneficial if they led to cost or schedule reductions 
but that strict adherence to deadlines might be counterproductive.  The advertisement of a 
particular project was delayed by 2 months, making it ‘red’ on the Dashboard in terms of 
construction advertising.  The reason for the delay, however, was to incorporate design changes 
and proffers that reduced the overall cost and shortened the construction period by 8 months.” 
 
Additionally, during one of our discussions with a District Administrator, he recounted a recent 
incident where a field engineer questioned whether VDOT should apply two arrow decals in a 
recently paved turn lane that were left off a truck that morning.  The engineer's concern was that 
since he would have to return to the shop to get the arrow decals, which could not be 
accomplished until the following day, the Dashboard would go ‘red’ because construction 
completion date would be missed by one day. 
 

Recommendation 

“On-time/On-budget” measurements contemplate valid objectives that acknowledge VDOT’s 
obligation to the public for delivering projects in a cost-effective and timely manner.  However, 
these measures should be considered along with safety, quality, effectiveness, and other 
measures to keep the Department focused on its core mission.  For example, reporting the 
incidence of worker injuries, traffic accidents and congestion at construction sites would provide 
a more balanced view of project management.  
 
Senior management should emphasize that the Dashboard performance measures are tools for 
making educated business decisions.  It needs to be recognized that there are sometimes very 
good reasons why a project may take longer or exceed original budget estimates.  When “not 
going in the red” becomes an end in itself, an unfavorable business decision might result.  
 

District and Project Level Performance Measures 
In the last decade, certain Commissioners or Deputy Commissioners engaged in structured, 
periodic meetings with District Administrators and their staff to engage in pointed discussions 
pertaining to various business and operational issues, including the project status of high-priority 
projects. However, these types of communications were not consistently practiced by all 
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Commissioners.  More recently, it appears that there has not been consistent oversight by 
Central Office managers of district activities.  Additionally, it appears that district-level 
management monitoring of project manager activities is inconsistent across VDOT. 
 
During our review of VDOT’s project management system referred to as the Integrated Project 
Management system (iPM) we observed that various data related to projects is readily available 
by district, project, project manager, etc.  From this data, we were able to construct a collection 
of district-level scorecards that provide project-related information from which performance 
metrics can be built and can be applied to each district’s project load at any point in time. 
 
The illustrative metrics we developed are provided below.  The project data are as of July 9, 
2010 and were obtained directly by generating reports available to all iPM users.  We provide 
this information to illustrate the fact that certain project-specific information is available from the 
Integrated Project Management system, but management may not be consistently utilizing this 
information in an effective manner. 
 
Additionally, we believe that there are likely to be other metrics that should be included in 
monitoring reports of this kind.  
 
District Analysis: Average Tasks Behind and Expired Estimates per Project 

 Projects 
Tasks 
Behind 

Tasks 
Behind 

per 
Project 

Projects 
with 

Expired 
Estimates 

Expired 
Estimates 
per Project 

Bristol 418 442 1.06 123 0.29 

Culpeper 205 159 0.78 68 0.33 

Fredericksburg 236 277 1.17 77 0.33 

Hampton Roads 429 425 0.99 123 0.29 

Lynchburg 252 107 0.42 131 0.52 

Northern Virginia 397 513 1.29 136 0.34 

Richmond 436 513 1.18 139 0.32 

Salem 411 683 1.66 154 0.37 

Staunton 400 343 0.86 3 0.01 

 
This analysis illustrates the ability of the Integrated Project Management system to provide 
comparative metrics that can be utilized to compare certain project management objectives 
among the districts.  Two critical project management metrics are measured for each of the 
districts: the number of Project Schedule tasks where the target begin date or target end date 
has passed without completion, and the number of project estimates that have expired and 
need to be updated.  From the information in this chart, VDOT management can very quickly 
compare the districts as to these performance metrics and direct their inquiries and discussions 
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to the management of those districts whose performance might not compare favorably with its 
peers. 
 
The purpose of the above analysis was to demonstrate that the current project management 
system can generate data that would allow for effective oversight of district performance. 
 

Finding – There is a lack of routine communication on the status of projects among 
major stakeholders in Central Office management and the districts.   

Issue 
In the past Central Office management has utilized different types of management meetings 
between the Commissioner or Deputy Commissioner and the District Administrators to discuss 
various business issues, project-specific issues, strategic plans, etc.  For example, a former 
Deputy Commissioner met on a quarterly basis with each District Administrator to discuss 
various business issues at the district-level.  Additionally, a former Commissioner conducted 
periodic "Dashboard" meetings via video conference with the District Administrators to discuss 
project status. 
 
We did not see evidence to suggest that these types of focused discussions specific to district-
level business plans, project status, etc. are currently conducted in a routine manner. 
 

Effect 
Central Office monitoring of district operational activities is critical in order to maintain an 
adequate control environment.  While certain of the recommendations we make within this 
report are designed to reduce certain Central Office review processes applied at the 
transactional level, any reduction in transaction-level controls must be accompanied by robust 
monitoring controls in for VDOT to achieve and maintain an effective internal control 
environment. 
 

Recommendation 
The VDOT Commissioner should delegate to the Chief Deputy Commissioner or his designee to 
conduct very specific discussions on a routine basis with District Administrators and key 
members of their management teams.  The focus of these discussions should be to discuss 
strategic operational plans, high-priority projects where the advertisement date or other key 
milestones are in jeopardy, and other pertinent operational issues.  We suggest that such 
discussions should be conducted on a quarterly basis at a minimum. 
 

Finding – Available reports are not used to monitor performance. 
 

Issue 
While iPM includes various project level reports pertaining to schedule tasks with missed dates, 
expired project estimates, outstanding Programming revision requests, etc., we did not find 
evidence that this type of information was consistently monitored at either the district-level or by 
Central Office. 
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Effect 
In order to gain efficiencies from the reduced application of Central Office reviews and other 
transaction-based controls during the project development process for low-risk projects and 
maintain an adequate control environment, district managers must routinely review operational 
data pertaining to projects in order to effectively monitor the activities of their project managers.  
Additionally, Central Office management must also review similar operational metrics for each 
district in order to hold districts accountable for their operational results. 
 

Recommendation 
District-level performance metrics pertaining to project management, construction activities, and 
other operational objectives should be developed and monitored by both district level 
management and Central Office management.  Stakeholders should be held accountable for 
performance results. 
 

Project Manager Performance Measures 

From our discussions with the Central Office’s Project Management Office, Central Office 
Location and Design, and various members of district-level management, it appears that project 
managers are not evaluated based on a consistent set of performance metrics from district to 
district.  It appears that the nature and frequency of project manager evaluations are based 
entirely on the discretion of the districts.  This situation illustrates the recurring weakness in 
VDOT’s management approach in that entity-level type controls, such as implementing a 
consistent approach for the evaluation of project managers, are not robustly implemented. 
 
A related manner is the nature of training that project managers are required to obtain annually.  
It appears that the Central Office’s Project Management Office, VDOT’s Knowledge Center and 
other groups have provided various types of training to project managers; however, we do not 
see evidence that project managers are required to participate in such programs. 
 
Additionally, in the past it appears that Central Office divisions periodically developed training 
programs for project managers to provide them with an understanding of the internal processes 
in those divisions.  For a variety of reasons, it does not appear that this type of training is 
routinely provided in a structured manner. 
 

Finding – A consistent performance management system to evaluate project 
managers has not been established.  
 
Issue 
Based on our discussions with various Central Office and district personnel, it does not appear 
that management has established a consistent set of performance metrics against which project 
managers are routinely evaluated across the districts. 
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Effect 
The lack of a consistent set of performance measures against which all project managers are 
periodically evaluated increases the likelihood that VDOT’s project development and delivery 
objectives will not be consistently accomplished.  
 

Recommendation 
Management should develop a set of performance metrics against which project managers 
should be assessed at least annually.  The performance metrics should focus on quality 
attributes of projects delivered.  Specifically, the assessment process should consider value and 
quality-related measures for the development and delivery of projects viewed holistically, as 
opposed to focusing on development phase or construction metrics separately. 
 

Finding – Provide training on Central Office processes 

Issue 
It appears that in the past, project managers and perhaps other field staff persons received 
occasional training conducted by Central Office division staff that was designed to provide them 
with an understanding of the processes, tasks and activities that exist within those Central 
Office divisions.  It does not appear that this type of training pertaining to internal Central Office 
procedures is provided in a routine, structured manner at the present time. 
 

Effect 
Given the significance of Central Office division activities within the project development 
process, project managers that do not understand Central Office division processes are more 
likely to make poor decisions in the management of their projects, affecting the quality, 
timeliness and cost-effectiveness of project development and delivery. 
 

Recommendation 
Central Office management should develop training programs designed to educate district 
program managers and engineers about the processes that exist within the Central Office 
divisions. 
 

Information Technology Applications Supporting Project Development 

VDOT has developed numerous information technology applications that impact the project 
development process. 
 
A partial listing of those applications is provided in the following table: 
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Project Pool The entire population of project-related data resides in the Project 
Pool.  When a project is initially envisioned, the project sponsor inputs 
certain data attributes into the Project Pool with a “pending” project 
identifying code. 

After processing is performed by the Central Office Programming 
Division, the official project identification code (UPC) is set-up in the 
Project Pool. 

The UPC is not created in the Project Pool; it is created in the 
Financial Management System. 

Financial 
Management 
System  

(FMS II) 

The primary accounting and financial system of VDOT.  Specific to 
project development, Central Office Programming establishes a UPC 
for each new project in FMS II.  The UPC is then established in the 
Project Pool. 

 

As expense vouchers are processed in the field and submitted to 
Finance, expenditures at the UPC level are recorded in FMS II.  FMS 
II expenditures are then recorded through a nightly batch process to 
the operational applications described in this section that project 
managers use to manage their projects. 

Therefore, actual expenditure project data that project managers can 
review and compare to their project estimates are derived from FMS 
II. 

Project 
Schedule 

The Project Schedule is the primary task management tool available 
to project managers.  Project managers identify tasks for each project 
that need to be completed during the project planning process.  
Certain of these tasks correspond to the start of the preliminary 
engineering phase, the right-of-way phase and the construction 
phase which are controlled by the Programming Division as part of 
their fiscal control processes. 

Integrated 
Project 
Manager (iPM) 

This application is closely aligned with the Project Pool, the Project 
Schedule, PCES and the Integrated Six-Year Improvement Program.  
It is managed by the Central Office’s Project Management Office.  
The application is the key application relied upon by project managers 
to manage their projects.  iPM includes a project/program reporting 
utility, division and engineering discipline-specific comments, project 
team, project documents, project schedule and record of action items.  
My iPM is a tool that enables the project manager to take action on 
pending issues in five dimensions. 

 

iPM includes a repository of all project related documents and forms. 
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iPM also integrates information from CEDAR (Environmental 
Geographic Data), RUMS (Right of Way and Utility Management 
System) and FALCON (CADD file management system for project 
documents). 

Integrated Six-
Year 
Improvement 
Program 
(iSYP) 

Brings together data from various source systems to produce an 
integrated view of the financial aspects of projects in the CTB's Six-
Year Improvement Program.  Used by the Programming Division to 
approve projects and establish the funding and authorization of all 
approved projects.  Also tracks project obligations. 

Right of Way 
and Utility 
Management 
System 

A web application/database maintained to track the acquisition 
process of the Right of Way and Utilities Division.  It gives Right of 
Way managers at-a-glance status of a highway project, including key 
deadlines to ensure that right-of-way and utilities activities are 
completed on schedule.  It helps Right of Way and Utilities agents 
generate, customize, store and retrieve forms, letters and other 
documentation.  It also automates the assignment and reassignment 
of work to division agents.  It tracks legal processes and the 
maintenance and disposal of surplus properties. 

 

Certain tasks defined in the Project Schedule are integrated with 
RUMS.  

Project Cost 
Estimating 
System 
(PCES) 

Provides a tool for project personnel to construct cost estimates for 
road and bridge projects and document the cost of projects. Reports 
actual cost from other VDOT systems, mainly FMS II. 

TRNS*PORT More precise engineering estimates.  VDOT designers enter items, 
the item quantity and project details into PES that allow a designer to 
create a preliminary estimate. 

 
During our discussions with Central Office personnel, district-level personnel and VDOT 
Information Technology management certain ideas were consistently expressed by all groups.  
Within VDOT, there are not adequate communication mechanisms for people who use systems 
to bring forth ideas to improve systems.  User groups for specific applications are established 
during the system development process, but application user groups are not maintained with a 
focus toward achieving continuous improvement in systems.  District managers, project 
managers, members of Central Office Location and Design, Right of Way and the Project 
Management Office consistently expressed that the applications described above could be 
significantly improved in ways to promote efficiencies in processes and procedures entailed in 
VDOT project development. 
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As we noted in our description of Central Office Scheduling and Contracting’s internal 
procedures, many Central Office divisions have significant internal procedures and processing 
tasks that are not managed through information technology applications, and in many cases, 
critical tasks and deliverables that Central Office personnel must perform are not reflected in the 
Project Schedule task management application. 
 

Finding – An effective and continuous steering process to set priorities for the 
development of IT systems has not been established. 

Issue 
Based on our conversations with IT management, it does not appear that VDOT has established 
an effective and continuous steering process to set priorities for the development of IT systems 
and ensure the alignment of those systems with VDOT business objectives. 
 

Effect 
Without the establishment of effective IT governance mechanisms to align VDOT strategic, 
financial and operational objectives with IT strategy, it is unlikely that VDOT information 
technology strategies will provide VDOT project managers, engineers and other staff persons 
with systems having optimized functionality. 
 

Recommendation 
A Technology Steering Committee or similar group should meet regularly to discuss current IT 
initiatives, determine the nature of required system functionality and set IT priorities.  This group 
should include meaningful and significant representation from the districts, including project 
managers. 
 

Finding – System user groups to attain continuous improvement have not been 
established for iPM, Project Pool and other key systems. 
 

Issue 
It does not appear that management has established effective, continuous communication 
forums for key user groups across the districts to vet ideas pertaining to iPM, Project Pool, 
Schedule, SYIP and other systems functionality requirements. 
 
To illustrate this concept we cite the following: 
 
We interviewed a member of a Central Office division to discuss various aspects of that 
division’s internal system application.  During our discussion, that person made reference to the 
manner in which that division’s application updated the Project Schedule application used by the 
district project managers.  When asked how that issue might be resolved, the individual was not 
aware of an established process for vetting system functionality enhancements.  Additionally, 
that individual stated that during the development of Project Pool, iPM and the Job Schedule 
applications, they participated in the user group that supported the original development project, 
but that the user group was disbanded.  To that person's knowledge, there was no current user 
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group established to vet ideas for the continuous improvement of functionality inherent in those 
operational systems. 
 
During a separate interview with a management-level person working in the Location and 
Design Division of the Central Office, that individual mentioned that Location and Design had 
requested a number of enhancements to the Integrated Project Manager (iPM) application that 
apparently had not gained traction with the IT Department.  We inquired as to whether an iPM 
user group was established or if there was another other forum to discuss iPM functionality.  
The manager stated that they were not aware of the existence of such a group or any other 
communication mechanism within VDOT to vet such functionality enhancements. 
 
Based on interviews with an original member of the Integrated Project Management System 
user group that formed during that system's implementation, as well as discussions with the 
Central Office’s Project Management Office, it appears that VDOT gave serious consideration to 
implementing Microsoft's Project Management software as an enterprise-wide project 
management tool.  It is our understanding that the implementation was not completed due to a 
specific problem pertaining to the ability to integrate labor hours input into the Microsoft Project 
application pertaining to project tasks with other VDOT applications utilizing the same data.  
Without proper integration, field personnel would have to enter hours worked into multiple 
systems. 
 
Currently, VDOT is in the process of implementing an upgraded financial management system.  
The project is referred to as project "Cardinal.”  We see no evidence to suggest that VDOT 
management has assessed the Cardinal system for possible integration with Microsoft Project, 
or other "off-the-shelf" project management tools.  
 

Effect 
Functionality enhancements identified by expert users across VDOT will not be built into critical 
information technology applications. Critical IT applications will not evolve as business 
processes are modified. Therefore, it is likely that IT functionality deficiencies will become 
obstacles to VDOT’s achieving its operational objectives in an effective and efficient manner. 
 

Recommendation 
Management has utilized system application user groups in the past to vet ideas pertaining to 
system functionality.  The use of such groups pertaining to iPM, Project Pool, Schedule and 
other key operational systems should not be limited to the development and implementation of 
IT applications, but should be institutionalized in order to manage the continuous improvement 
of such system applications. 
 

Finding – The current project scheduling application has limited functionality 

Issue 
The project scheduling application associated with iPM (Integrated Project Manager) has limited 
functionality.  For various project-specific tasks, the project manager is able to specify target 
begin and end dates.  However, the application does not provide robust task management 
functionality that would be inherent in off-the-shelf project management software tools.  The 
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current Project Schedule does not allow the project manager to identify critical paths or simulate 
revised milestone dates if earlier milestone dates are modified.  If an earlier project milestone 
date requires adjustment, the project manager must adjust all subsequent milestone dates 
manually. 
 

Effect 
Efficiencies in project development that result from utilizing project task management 
applications providing state-of-the-art functionality are not attainable.  
 

Recommendation 
Management should form a group of project managers and other key users of project 
scheduling information to meet with the IT Department for the purpose of determining how to 
provide "best practice" project task management functionality through iPM.  Ideally, this would 
be accomplished through the use of an off-the-shelf project management tool such as Microsoft 
Project, as opposed to a custom-developed tool. 
 

Finding – The Project Pool application should be modified to accommodate smaller, 
low-risk maintenance activities 

Issue 
The Project Pool was designed to accommodate the data requirements of large construction 
projects whose development and construction phases span several years.  It was not designed 
to retain the more limited data associated with maintenance road-paving activities.  Additionally, 
the graphical user interface input screens and associated system processes required to set up 
projects in the Project Pool were designed specifically to accommodate the more complex and 
structured project tasks associated with large construction projects.  The setup of projects in the 
Project Pool application was not designed to efficiently accommodate the less complex activities 
associated with maintenance activities. 
 

Effect 
Data input requirements for construction projects cause inefficiencies and data errors when 
those same inputs are required for less complex maintenance activities. 
 

Recommendation 
Management should modify the Project Pool and iPM system applications to provide a 
processing variation that more efficiently allows maintenance activities to be set up and 
managed. 
 

Procurement of Consultant Engineers 

The process flow diagram below provides an overview of the procurement process in Central 
Office Location and Design utilized to obtain consultant engineers for a specific project.  The 
process is described in VDOT’s 2009 Manual for the Procurement of Professional Services.  
The basic procedures described below are utilized in all Central Office divisions. 
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During our interviews with Location and Design personnel pertaining to the process, it was 
stated that the total time required to procure a project-specific consultant engineer would be 
approximately seven months.  Refer to the table below for approximate time requirements to 
complete the various phases. 

 

 

 

Define Requirements 

 

 

 

Define Scope of 
Services 

Estimate of Costs 

Approvals 

Prepare 
Solicitation 
Documents 

Develop RFP 

Manage RFP & 
Proposal Process 

Select Consultant 

Short List Meeting (ASD 
Oversight) 

Final Selection Process 

Contract Negotiation 

 
Contract Negotiation 

& Fee Proposal 

Execute Contract 

Advertise/ 
Publication 

Receive & Distribute 
EOIs

MOA Signatures, 
Approvals & 
Distribution 

MOA Development 
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Professional Service Procurement Process Timeline 

Define Requirements 1 to 2 Weeks 

Prepare Solicitation Documents 4 Weeks 

Manage RFP & Proposal Process 4 to 5 Weeks 

Select Consultant 8 Weeks 

Contract Negotiation  4 to 8 Weeks 

Execute Contract 4 Weeks 

Total 7 Months 

Source: Central Office Location and Design. 

 

Finding - Time needed to procure consultant engineers is too long. 

Issue 
During our discussions with Central Office Location and Design personnel responsible for 
administering the processes for the procurement of project-specific consultant engineers, the 
time required to complete those processes was characterized as approximately seven months, 
in a "best case" scenario.  However, based on a discussion of several specific instances and a 
recent review conducted by the Inspector General’s office, many contracts took more than one 
year to award. 
 

Effect 
In instances where a project-specific consultant is necessary to effectively develop a project, 
delays of several months are likely to be experienced due to the time required to complete the 
procurement process. 
 

Recommendation 
We recommend that management perform a detailed review of the processes and tasks 
currently involved in procuring project-specific consultant engineers.  Management should 
confirm that the tasks, reviews and authorizations required by the current process are in fact 
mandated by the Brooks Act.  The Department should then weigh all other internal steps, 
approvals and verifications in the process against the time added to the process. 
 

Cost of Professional Services 
In recent months, bids received on construction and maintenance projects have come in below 
VDOT estimates; in several instances, they have been significantly below.  This raised the 
question whether a similar reduction might be seen with professional services contracts. Two 
types of professional service contracts are used by VDOT: on-call contracts and project specific 
contracts.  On-call contracts are contracts with a maximum of $2 million per term, with two one-
term options to extend the contract with a scope of providing various design, inspection, and 
survey work as needed by any of the nine districts or the Central Office.  Project specific 
contracts have a scope that includes an identified project to be completed by the consultant. 
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Several factors that likely contribute to a lack of a corresponding reduction in professional 
services costs include: 
 
Different business model.  The business model for contractors and professional services firms 
is different.  Contractors have significant overhead tied up in equipment that is financed through 
loans.  A significant portion of the cost may relate to materials and not to labor.  The cost of 
equipment is the same whether it is idle or in use.  During difficult economic times, a business 
decision might be made to bid a project with little or a negative profit margin in order to generate 
some cash flow.  Professional services firms do not have large investments in equipment.  With 
professional staff, it is easier to scale operations to the workload by the use of full- and part-time 
individuals. 
 
The length of time to award a contract.  The time it takes to procure professional services at 
VDOT is much longer, as described in the above section, than for construction contracts.  
During fiscal years 2009 and 2010 only two on-call contracts were issued for professional 
services. In addition, in discussions with district staff persons several indicated that the length of 
time it takes to award a contract has been a deterrent to submitting requests for new contracts. 
This creates a situation in which most current on-call contracts are in a second optional term, 
meaning the contracts were first issued and contract rates established in 2007 and 2008.  It is 
possible that the downward pressure on fees has not yet been noticed, in part, due to timing of 
on-call contracts.  As of April 2010, $26 million remains unspent on a total of 22 on-call 
contracts and $50.3 million remains unspent for 53 current project-specific contracts for 
professional services. 
 
Process for procuring professional services.  Bidders for construction contracts submit their 
pricing and cost proposal with their original bid.  For professional services, the Department 
follows the requirements of the federal Brooks Act, which requires agencies to promote open 
competition by advertising, ranking, selecting and negotiating contracts based on demonstrated 
competence and qualifications for the type of services being procured, and at a fair and 
equitable price.  Firms are first ranked based on their qualifications without regard to price.  
Next, the top-ranked firms can be brought in for an interview to allow them to further elaborate 
on their qualifications.  Once the top firm is selected, negotiations are conducted with that firm.  
If the two parties can agree on a price, a contract is then awarded.  If the two parties cannot 
agree on a price, negotiations are terminated, and negotiations begin with the second-ranked 
firm.  This process continues until an agreement is reached. 
 
VDOT follows this practice by ranking proposals by the qualifications for each consultant, and 
then the consultant with the highest ranking is asked to submit a fee proposal.  The fee for an 
on-call contract has four components: the base average hourly rate, an escalation rate for 
extended periods, a predetermined overhead rate based on consultant size and qualifications, 
and profit.  Once a fee proposal is submitted to VDOT, which includes rates for the primary 
consultant as well as sub-consultants, the external and construction audit division examines the 
fees to determine if the consultant is using the correct overhead rate and whether all other rates 
appear reasonable based on the type of on-call contract.  The auditor provides an opinion 
based solely on the reasonableness of the rates and gives no suggestions as to the negotiability 
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of the rates.  Any cost other than the predetermined overhead rate may be negotiated. A final 
contract is then created once the rates have been audited and any negotiations are resolved.  
 
As of August of 2009, VDOT suspended the escalation rate for professional services contracts.   
This will not have an immediate impact on rates, but would serve to hold down rates in the 
future. 
 

Audit Objective 
Review whether the current procurement process results in a fair and equitable price. 
 

Audit Results 
Based on a review of on-call contract agreements, base rates of required personnel and the net 
profit remained the same as in the original fee proposal. There was no evidence of negotiations 
in an effort to seek reduction of proposed fees. In a comparison year over year of fee schedules 
submitted by primary contractors and subcontractors, rates remained constant or slightly 
increased.  However, the rates did not vary substantially from the audited rates. It was also 
noted that, in accordance with the current VDOT procurement policy, the most recent on-call 
contracts did not contain escalation prices for future option terms.  
 

Conclusion 
Procurement for professional services under the Brooks Act follows a very formal pricing 
process that generates a fair price.  The focus is not on obtaining the lowest possible bid, but on 
obtaining a contract with a qualified professional at a reasonable price.  The audit verifications 
serve the purpose of ensuring that a bid is not out of line with the market; however, in a slow 
economy, the process may not be quick to anticipate a decline in rates.  
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4. Operations Related to Safety and Congestion Mitigation 

Section Summary 

The effects that the reduction in Safety Service Patrols has had on congestion mitigation have 
not yet been determined.  VDOT will need to analyze the costs and effects of this reduction on 
congestion, safety and the environment.  This analysis could suggest a change in the number 
and location of these patrols. 
 
VDOT has a robust Congestion Mitigation Plan; however, the general public is not fully aware of 
many of its capabilities.  For example, the current 511 system has the capability of sending 
emails to citizens advising them of traffic conditions throughout the day, but only 300 users have 
signed up for this system.  VDOT should develop a marketing plan to inform the public of its 
congestion mitigation capabilities, especially in the high-congestion areas. 
 
The regional Transportation Operations Centers (TOCs) play a pivotal role in emergency 
response and congestion mitigation and are a focal point for collecting and sharing traffic 
information.  VDOT needs to improve the connectivity among the TOCs to enhance data and 
communication sharing while providing additional operational redundancy.  In addition, VDOT’s 
overall response to emergencies would be enhanced if its TOCs were integrated with the 
operations of law enforcement, emergency management, fire and rescue and other 
transportation agencies.  VDOT’s TOC in Northern Virginia could serve as a model.   
 
The technology needs of the TOCs should be continually reviewed and updated because the 
cycle of technology obsolescence is much more rapid for this area than for traditional roadway 
assets.  Providing technology funding and leveraging innovation, whether from the private or 
public sector, is key for improving the emergency response and congestion mitigation functions 
of the TOCs. 

 

Background 

VDOT has grouped functions that relate to the delivery of maintenance and operations services 
into five service areas.  Within each service area are service groups that identify specific service 
activities. The following table details the service areas and related service groups and the 
funding needed to deliver maintenance and operations services based on the latest biennial 
needs assessment.   
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Biennial Service Needs for Service Areas and Service Groups (In millions) 

Source: Biennial Report on the Condition of and Investment Needed to Maintain and Operate the Existing 
Surface Transportation Infrastructure for FY 2011 and FY 2012. 

Service Area Service Group FY 2011 FY 2012

Emergency and Safety 
Response 

Incident and Clearance 
Management  

$    8.7 $    9.0

 Snow and Ice Control 88.9 91.6

 Traffic Operations 52.9 54.4

 Asset Maintenance Services – 
Signal and Technology Assets 

26.6 27.7

 Subtotal $ 177.1 $ 182.7

Traffic and Safety Services Asset Maintenance Services $   31.3 $   32.2

 Other Traffic and Safety Services 31.2 33.4

 Subtotal $   62.5 $   65.6

Roadway Services Pavement Management $ 127.1 $ 130.7

 Bridge Management 46.0 52.8

 Tunnel Management 12.3 12.7

 Subtotal $ 185.4 $ 196.2

Roadside Services Drainage Management $   69.1 $   71.0

 Vegetation Management 73.3 75.1

 Barriers Management 2.1 2.1

 Other Roadside Services 4.9 5.0

 Subtotal $ 149.4 $ 153.2

Facility, Equipment and Other 
Services 

Ferry Service $   17.1 $   18.6

 Safety Rest Area Management 12.6 13.0

 Fleet Equipment Management 42.7 44.3

 Parking and Ride Lot Management .2 .2

 Sidewalk and Trail Management 1.7 1.8

 Other 133.3 137.5

 Subtotal  $ 207.6 $ 215.4

 Grand Total  $ 782.0 $ 813.1
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Service Areas Overview 
Emergency and Safety Response.  Services include incident response, clearance 
management, snow and ice control, traffic management, traveler information and ordinary 
maintenance services for technology assets.  Services in this area are performed by VDOT staff 
and contractors, except for interstate roads where Turnkey Asset Maintenance Services (TAMS) 
contractors provide snow and ice control and incident response.  
 
Traffic and Safety Services.  Services include ordinary maintenance on signs, guardrails, 
lighting, traffic and safety assets; traffic counts; traffic engineering; overhead sign inspection; 
and integrated directional signing.  VDOT staff performs most of the services in this area, except 
for interstate roads managed by TAMS contractors.  
 
Roadway Services.  Ordinary maintenance such as pothole repair, debris removal, deck 
washing, flushing culverts and bridge joints, bridge inspection, monitoring movable bridge 
operations, tunnel washing, patching and tile repair are the services conducted in this area.  
TAMS contractors provide pothole repair and debris removal on interstates they service.  VDOT 
staff or other contractors perform these services on all other roadway systems.  
 
Roadside Services.  Maintenance activities performed on ditches, pipes, curbs, gutters, rock-
slide protections, retaining walls, storm-water basins, sound walls and fences are included in 
this area.  Other roadside services include management of roadside aesthetics; mowing and 
trimming of trees and other vegetation; and regulation of outdoor advertising, Adopt-a-Highway 
and wildlife.  VDOT staff performs the required maintenance on primary and secondary roads, 
and TAMS contractors perform the maintenance on interstates.  
 
Facility, Equipment and Other Services.  Services performed in this area include the 
management of ferry operations, safety rest areas, welcome centers, parking lots, trails and 
fleet equipment.  All services in this category are performed by VDOT staff.  

 

Overview of Service Groups Reviewed 
Our review focused on service groups under the Emergency and Safety Response area.  The 
Safety Service Patrols and the technology used by the Transportation Operations Centers were 
selected due to the identification of these service areas as key in addressing emergency 
response and congestion mitigation, which are two of VDOT’s top priorities.  

Emergency Response 

Background   
The Blueprint presented several key changes to the emergency response group.  Moving 
forward, VDOT will be an agency that has a strong emphasis on maintenance, operations, and 
emergency response.  The focal point for these activities is with the residencies. 
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Residency focus and supervisory structure: 

 Maintenance and emergency response are the primary focus of residencies. 

 To improve response and supervisory clarity, authorized formal supervision is comprised 
of three levels: Superintendent (at the Area Headquarters), Resident Administrator (at 
the residency) and district Maintenance Engineer (at the district). 

 
VDOT’s Maintenance Division is tasked with maintaining the highway and roadway 
infrastructure to a prescribed operational quality.  As a first responder for the state of Virginia in 
emergency situations, such as hurricanes, floods, terrorist attacks, or other incidents that could 
significantly impede the flow of traffic through the state; one of the primary focuses of VDOT’s 
maintenance and operations function is emergency response.  VDOT has a network of districts, 
residencies, and area headquarters throughout the state that are responsible for responding 
when emergencies occur.  VDOT has numerous contingency plans and publications available 
for localities and the general public so that they are aware of what VDOT’s role is and what the 
public should be doing during those emergencies.   
 
On May 2, 2008, former Commissioner David Ekern provided VDOT’s Action Plan for Improving 
Emergency Response.  This plan was a direct result of the Springfield Interchange icing incident 
that occurred in the winter of 2008.  The plan was developed from a series of meetings with 
transportation professionals, law enforcement and EMS agencies, localities, and public input.  It 
addressed the critical emergency services that VDOT will provide during all unforeseen events.  
The plan outlined the following 13 action directions that adopt best practices and overcome 
geographic inconsistencies and barriers that cause delays in clearing incidents.   

 
1. Implement an anti-icing program 

2. Establish snow and ice mobilization plans 

3. Institute formal command and control structure and protocols 

4. Expand focus from Transportation Management Centers to Transportation Operation 
Centers 

5. Modernize incident response vehicles 

6. Implement statewide Master Plan for sensor deployment 

7. Deploy communication system to ensure comprehensive coverage and interoperability 
with partner agencies 

8. Implement statewide Master Plan for communication devices 

9. Implement public information protocols and procedures 

10. Establish protocol for internal and external meetings that focus on sharing lessons 
learned 

11. Establish emergency response institute for practical applications 

12. Establish agreements with external agencies for support during incidents 

13. Streamline administrative and other types of processes that hinder effective response 
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VDOT is held accountable for emergency response by the Virginia Office of Commonwealth 
Preparedness (OCP), which annually reviews the agency’s emergency plans.  Based on the 
most recent report available, FY2008, the agency received a 76.15 out of 100 possible points 
for a Good rating on the Virginia Performs website.  According to the OCP, the next report will 
be issued in late fall 2010.  
 
VDOT also provides data on the duration of incidents on the highways through its Dashboard 
database.  The Dashboard shows a measure of how long it takes to clear unplanned events, 
which affect traffic, from Virginia highways.  The information provided is not just a VDOT 
measure and it includes all responders (state Police, Fire and Rescue, VDOT, etc.)  Only 
vehicle, tractor-trailer or HAZMAT events are included; congestion or traffic slowdowns are 
shown in a different section of the Dashboard.  The time is measured from when an event is 
verified and logged in until responders have cleared the event. Incidents of less than 10 minutes 
are not included; all other incidents are reported as less than 30 minutes, 30 to 60 minutes, 60 
to 90 minutes, and more than 90 minutes.  

 

Time 4th Qtr 2010 3rd Qtr 2010 2nd Qtr 2010 1st Qtr 2010 FY 2010 

<30 mins 1,036 22% 1,028 22% 1,169 21% 1,048 22% 4,281 22%

30-60 mins 1,857 40% 1,816 39% 2,101 39% 1,899 40% 7,673 39%

60-90 mins 996 21% 1,041 22% 1,140 21% 1,064 22% 4,241 22%

>90 mins 751 16% 761 16% 1,029 19% 731 15% 3,272 17%

Total 4,640  4,646  5,439  4,742  19,467   

 

Finding – Establish targets for incidents response times. 
While the information on incident duration is provided on the Dashboard, we could not find any 
targets for determining the effectiveness of these response times and whether improvement is 
necessary. 
 

Recommendation 
VDOT should establish targeted goals for measuring the effectiveness of clearing incidents 
timely and then analyze the results to determine what improvements may be necessary. 
 

Incident and Clearance Management 

The Safety Service Patrols (SSP) are key responders to non-routine incidents, such as crashes 
and breakdowns, on the interstates.  SSP assist with clearance of incidents on roadways so that 
traffic can return to normal flow and secondary incidents are avoided.  Assistance provided by 
the SSP includes pushing disabled vehicles off the road, providing gasoline, changing flat tires 
or providing minor repairs.  On roadways without shoulders, such as bridges and work zones, 
the quick clearance of incidents is crucial to ensuring that major delays or additional incidents 
do not develop.  Under these conditions, every disabled car is a major delay and is a risk for 
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injury or fatality.  Incident response teams are a key strategy for reducing nonrecurring 
congestion in real time.   
 
Industry research has found that for each minute of delay incurred in clearing an incident, it 
takes four minutes for traffic to recover to normal speeds.  In the report Technology Deployment 
for Emergency Response Initiatives issued in December 2008, the SSP program was identified 
as an essential part of the VDOT’s overall incident management program.  Key performance 
measures monitored for SSP are response time to incidents, and number of incidents handled.  
On the VDOT Dashboard, incident duration, which measures how long it takes to clear 
unplanned events, is being monitored.  This measure not only tracks VDOT efforts to clear 
incidents but also tracks responses by State Police, Fire and Rescue.  Statewide the average 
duration for incidents over the last 13 months has been 64 minutes.  
 

Issue 
Under the Blueprint, Safety Service Patrols were cut back from covering 503 miles of highways 
to 190 miles, generating an estimated savings of $2 million to $5 million.  Currently, the Eastern 
and Northern regions contract for SSP services for the respective interstates in each region.  
SSP services in the Central, Northwest and Southwest regions were discontinued as of July 1, 
2009.   

Reduction in Safety Service Patrols 

Region 

Pre Blueprint 
(centerline 

miles) 

Post Blueprint 
(centerline 

miles) Difference 

Eastern 113 48 65 

Northern 158 142 16 

Central 54 - 54 

Northwest 84 - 84 

Southwest 94 - 94 

 

Although the Department saved approximately $6.4 million, which was greater than the 
anticipated savings of $5 million by making the SSP reductions, added delays, reduced 
throughput, secondary incidents and poorer air quality will result.  The effects of these budget 
reductions have not yet been measured. 

Comparison of SSP Budget and Expenditures – Last Two Fiscal Years 

$ in millions FY 2009 FY 2010 Difference 

Safety Service Patrols Budget $  13.52 $   5.67 $   7.85 

Safety Service Patrols Expenditures  $  11.38 $   5.02 $   6.36 
 
There are no current performance results to measure since the reduction in safety patrols.  It is 
too soon to determine whether this change has resulted in additional delays, secondary 
incidents or impacted air quality. 
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Recommendation 
VDOT should analyze the effects of the reduction in safety patrols to determine whether there 
has been a negative impact on congestion, safety or the environment as a result of this change.  
This analysis should provide the recommended number and location of patrols throughout the 
state. 

 

Congestion Mitigation 

There are two distinct categories of congestion:  recurring and nonrecurring.  Recurring 
congestion is caused by capacity constraints where the amount of traffic exceeds roadway 
capacity.  This accounts for about 45 to 50 percent of the overall congestion.  Nonrecurring 
congestion represents incidents or disruptions that are caused by other than capacity-related 
issues including accidents, work zones and significant weather events.  The Operations Division 
indicated that it tries to manage these two types of congestion effectively together within its 
budget to minimize overall congestion.  There are no published goals for congestion mitigation; 
however, there are several congestion-mitigation related measures reported on the VDOT 
Dashboard and on the Virginia Performs website (as shown on the next page).  Some of the 
main goals are signal optimization, maintenance of facilities, dynamic message boards, 
cameras and signs using Intelligent Transportation Systems (ITS), and maximizing the use of 
the traffic operation centers.  

 

 

 

Average Commute Length / Travel Time in Minutes,  
by State, 2000-2008 
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Longest Commute / Travel Time in Minutes, 
by Virginia Locality, 2008 

 

Annual Hours of Traffic Delay per Traveler, by MSA 

 

Our research has identified certain best practices from federal and other state DOTs that noted 
successful mitigation strategies are accomplished by a balance of short-term strategies and 
long-term solutions.  These strategies ensure congestion relief to the current system along with 
the utilization of technology and innovation to increase capacity and expand travel options for 
the future.  

Short Term Strategies: 

 Improve services on existing roads 

- Response times for traffic incident management 

- Improving traffic signal timing 

- Streamline freeway management and traffic operations  

- Appropriately planned weather management 
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 Providing real-time information to travelers 

- Use of the 511 traveler information services 

- Travel message signs by way of dynamic messaging systems (DMS) 

- Use of traffic cameras 

- Utilize social media and other media outlets 

 Work zone management 

Long Term Solutions: 

 Utilize and Invest in Technology   

 Implement Congestion Pricing  

 Add Additional Capacity 
 
Based on information provided by the Operations Division, VDOT has a statewide 
Comprehensive Congestion Mitigation Plan (SWCCMP). The plan has been in effect since 2007 
and continues to influence the Six-Year Improvement Program.  Key areas of the plan consist of 
the following: 
 

 Freeway traffic management 

o Use of closed circuit traffic cameras and traffic operations centers to provide 
incident detection and traffic management operations. 

o Use of electronic toll collections. 

o Modified construction schedules to prevent work zone congestion. 

o Use of variable speed limits and ramp metering in congested areas. 

 Arterial traffic management 

o Traffic signal timing and data collection.  

o Use of roundabouts instead of traffic signals. 

 Emergency response 

o Reducing incident duration by use of Safety Service Patrols. 

o Use of traffic cameras to identify incidents and dispatch appropriate response.  

 Provide en route travel information 

o Expanding the use of dynamic message signs across the state. 

o Use of VA511 to provide up-to-date information to drivers. 

 Managed lanes with HOV network 

o Use of HOT lanes in the Northern Virginia area. 

 Transportation demand management 

o Promote the use of rail and public transportation. 

o Provide carpool and vanpool assistance. 

o Encourage the use of telecommuting. 

o Expand the use of bicycle and pedestrian programs 
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 Add capacity through construction 

o New construction is focused on reducing bottlenecks throughout the system. 

 Long-range planning 

o Support the Metropolitan Planning Organizations throughout the state. 

o VTRANS – Virginia’s statewide Multimodal Transportation Plan. 

o Perform highway needs assessments on key highways throughout the state. 

 
Currently the Department performance is measured by the VA Performs Strategic Annual Plan 
which states that the Department should attain an 85 percent green rating over a 13-month 
period for the entire system.  A green rating means that the percentage of travel is rated as 
good or better.  As the chart below indicates, that goal is being met with 86% when measured 
over a 24-hours period, but it is not being met during peak volume times when ratings drop to 72 
percent and 71percent for morning and afternoon commute times.   

 

Congestion Mitigation 24-Hour Period  AM Peak  PM Peak 

 Level of Service  Level of Service  Level of Service 

 Good Marginal Poor  Good Marginal Poor  Good Marginal Poor

Last 13 Months            

Various Interstate Locations 86% 12% 2%  72% 23% 5%  71% 24% 5% 

Northern Virginia 67% 25% 8%  48% 34% 18%  27% 50% 23% 

Hampton Roads 86% 13% 1%  62% 35% 3%  73% 26% 1% 

Richmond 92% 8% 0%  86% 14% 0%  83% 15% 2% 

Fredericksburg 91% 7% 2%  84% 14% 2%  88% 11% 1% 
 
The Texas Transportation Institute (TTI) generates reports on peak-travel-time congestion and 
delay experienced by travelers in major urban areas.  Its report is called the TTI Urban Mobility 
Report, and it is produced annually on a two-year lag.  The latest report is from 2009, but 
contains data through 2007.  
 
The grid below lists recent results provided in TTI reporting for Virginia’s three major urban 
areas: Washington DC (a proxy for Northern Virginia since TTI does not breakout NoVA 
roadway results separately), Virginia Beach (including the Hampton Roads metro area) and the 
Richmond metro area.  Also, the line graph below charts the results of the data provided in the 
grid, showing recent trends by data year in each of the metro areas. 
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Annual Hours of Delay per Traveler 

Data Report Washington DC 

Year Year (Proxy for NoVA) Virginia Beach Richmond 

2007 2009 62 29 20 

2006 2009 59 30 20 

2005 2009 61 30 20 

2004 2009 61 30 20 

2003 2009 60 31 18 

2002 2009 58 32 17 

2001 2009 56 32 17 

2000 2009 53 29 16 

1999 2009 51 33 19 

1998 2009 48 32 19 

Virginia Performs - Goals 

Washington DC Virginia Beach Richmond 

59 30 18 

Goal not measurable until 2011 - 2 year lag on report 
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Recommendation 
As described above, VDOT has a congestion mitigation plan that considers short-term needs 
and longer-term solutions.  However, it appears that the general public is not fully aware of 
many of the congestion information capabilities within the current system.  For example, the 
current 511 system has the capability of sending emails to citizens advising them of traffic 
conditions throughout the day, but only 300 users have signed up for this system.  VDOT should 
develop a marketing plan to inform the public of its congestion mitigation capabilities, especially 
in the high-congestion areas of Northern Virginia and Hampton Roads. 

 

Transportation Operations Centers 

There are five Transportation Operations Centers (TOCs) from which traffic management 
services are provided across the Commonwealth.  These centers also serve as Emergency 
Operations Centers (EOCs) when significant events such as snowstorms or hurricanes affect a 
region.  The centers are regionally based in Fairfax, Hampton Roads, Richmond, Staunton and 
Salem.  The centers operate 24/7 monitoring traffic and road conditions using Intelligent 
Transportation System (ITS) technologies to obtain information on traffic and road conditions.  
ITS technologies are devices such as closed-circuit television cameras and dynamic message 
signs, which allow the TOCs to monitor traffic and to alert travelers to adverse conditions.  The 
hardware and software within each TOC known as an Advanced Transportation Management 
System (ATMS) controls and manages the ITS field devices, and manages information 
associated with the operation of the roadway network.  Currently, four of the TOCs employ an 
ATMS platform called OpenTMS, while the Eastern Region TOC employs a platform called 
DYNAC.  These systems are designated as mission-critical systems and have 24/7/365 support.   
 
Construction and traffic condition information collected is entered into VATraffic which feeds into 
the VA 511 system and private-sector information service providers (ISPs) for use by the public.  
These systems help VDOT and other service providers respond to incidents and emergencies 
effectively, as well as allow travelers to make transportation and travel decisions.  Three of the 
centers also manage traffic signal operations.  The TOCs also support other transportation 
facilities and services including underwater crossings in Hampton Roads, mountain tunnels in 
Southwest Virginia, toll roads and toll bridges, and ferry services.  The FY 2010 budget and 
expenditures for the TOCs are detailed below. 

 

Comparison of TOCs Budget and Expenditures for FY2010 

($ in millions) FY 2010 

Transportation Operations Centers Budget $   24.5 

Transportation Operations Centers Expenditures  $   19.0 
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Finding – Improve Connectivity of TOCs 

Issue 
While each of the TOCs supports both operational command and control and information 
sharing through its use of ATMS and VaTraffic software, each TOC has its own unique software 
and hardware profile, customized to serve the particular traffic needs of its region.  In addition, 
four of the TOCs are operating different versions of the OpenTMS software while one region 
uses a different operating platform. 
 
The Department has made improvements in connectivity and redundancy; for example, the 
Central Region has been connected to the Southwest Region as a result of a major fiber 
expansion involving the use of “resource sharing” fiber.  This allows for sharing of data and 
video and potential TOC redundancy.   
 

Recommendation 
VDOT should continue to improve its connectivity of the TOCs to enhance data and 
communication sharing across the state while providing additional operational redundancy.  
VDOT’s Change Confirmation Board should continue to review the operation systems for each 
region because special customization within each region may slow or prevent its redundancy 
efforts. 
 

Transportation Operations - Intelligent Transportation System (ITS) 

Key to the operations of the TOCs is the various ITS devices used to monitor traffic and road 
conditions.  The ITS devices employed by VDOT include closed-circuit television (CCTV) 
cameras, vehicle detection systems, dynamic message signs (DMS), Highway Advisory Radio 
(HAR) transmitters, ramp meters and Roadway Weather Information System (RWIS) sensors.  
The following table details the number of devices deployed statewide.  The key to receiving data 
from the ITS devices is communications.  Agency-owned is the preferred communications 
medium due to its high reliability, high throughput and minimal recurring costs.  VDOT uses 
agency-owned fiber-optic infrastructure along with partnership “resource-sharing-agreements” 
with the private sector.  Currently, VDOT is using a mix of agency-owned resources, leased 
resources, and resource-sharing agreements with the private sector.   
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Current Inventory of Select ITS Devices  

 

Region 
Closed-circuit 

Televisions 

Dynamic 
Message 

Signs 

Highway
Advisory
Radios 

Roadway 
Weather 

Information 
System 

Central 26 16 6 10 

Eastern 279 274 7 6 

Northern 142 198 4 15 

Northwestern 69 31 7 14 

Southwestern 68 62 6 28 

Total 584 581 30 73 

Source: Overview of Virginia Department of Transportation, Transportation Operations Centers. 

 
The operations of the TOCs are highly dependent on the availability of various ITS devices 
deployed across the state to measure, collect and transmit information regarding traffic and road 
conditions.  The majority of ITS assets have a useful life of five to fifteen years due to exposure 
to the weather elements and technology advances.  However due to the current funding 
constraints and VDOT’s priority of using available resources to maintain the existing 
transportation infrastructure, the investment in continuous upgrading of existing ITS assets and 
new technologies has slowed. 
 
The existing ITS infrastructure on Virginia’s roadway network provides significant benefits in 
many program areas; but it is not a comprehensive system and many gaps in coverage exist.  
Although VDOT has a substantial number of ITS devices deployed throughout the state, there 
are significant needs in operating and sustaining the usefulness of the deployed ITS operations 
infrastructure.  Many of the devices and systems installed in the two most urban and congested 
areas, Hampton Roads and Northern Virginia, are beyond their useful life.  As the Department 
keeps some of these devices functioning with regular maintenance and repair, several of the 
aging ITS devices are seriously suffering from a lack of spare parts, as there are no longer 
manufacturers in the industry. 
 
In the most recent Biennial Report on the Condition of and Investment Needed to Maintain and 
Operate the Existing Surface Transportation Infrastructure for FY 2011 and FY 2012, the 
reported needs for ITS assets were $48.6 million for FY 2011 and $20.2 million for FY 2012.  
These figures were developed from current and future device inventory counts and expected 
useful life and life cycle replacements of assets, which all focus on maintaining the existing 
system of assets.  For FY 2011, the budget allocated $23 million for investment in TOC and 
technology, which is $25 million or 52 percent below the assessed needs.  Only Secondary 
Pavement had a higher percentage funding below needs. 
 
While the current priorities of the Six-Year Improvement Program are to fund projects now 
underway, maximize federal funding, fund new phases of projects starting in the fiscal year, and 
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fund deficient bridges and pavement, some funding has been allocated to technology projects.  
In the report Overview of VDOT Transportation Operations Centers, issued August 5, 2010, 
current technology initiatives include software upgrades for the ATMS and VATraffic systems to 
enhance the systems at four centers and enable connection from the Eastern center to the other 
four centers; software development to be able to publish travel times on ITS assets such as 
dynamic message signs and through the 511 traveler information system; and increasing 
connectivity with transportation stakeholders in neighboring states and within the TOC regions.  
In addition, in response to VDOT receiving funds under the American Recovery and 
Reinvestment Act (ARRA), ITS and operational projects totaling $150 million were identified for 
consideration of ARRA funding.  While none of the projects was selected for ARRA funding, the 
identification of the projects is an indication of the need for current investment.  
 
The current development of a Six-Year Operations Improvement Program (SYOIP) prioritizes a 
list of Intelligent Transportation Systems (ITS) and operations projects and provides a 
framework to implement ITS and operations improvement projects in a systematic manner.  The 
plan addresses key gaps and provides an effective six-year project delivery methodology similar 
to VDOT’s current Six-Year Improvement Program (SYIP), which is primarily used for 
construction projects.  Some key factors considered in the project development process 
included: cost effectiveness, availability of utilities, communication infrastructure and immediate 
needs (weather, evacuation information and traffic incident management).  Higher priority was 
given to the interstate projects and software upgrades needed to support expansion of device 
coverage.  Major detours and evacuation routes on primary roads were also given a high 
priority.  The projects included in the plan have an estimated cost of approximately $190 million. 
 

Finding – Implement Six-Year Operations Improvement Program 

Issue 
Continued investments in current equipment are necessary to ensure that the systems remain in 
good working order.  As technology advances, many new Intelligent Transportation System and 
Intelligent Freight applications will be available to enhance safety, reduce travel times or 
increase travel time reliability.  However, until funding increases, there will be constraints on the 
advances that can be made in investment in ITS assets and other transportation technology.   
 

Effect 
The implementation and funding of an SYOIP will address several current weaknesses in the 
TOC and ITS structure:  

 Establish connectivity among the five TOCs and Customer Service Center, which will 
enable the sharing of data and provide redundancy among the locations.  

 Install fiber optics along all major interstate corridors where device deployment is most 
dense and reliability of communications is most critical. 

 Provide a structure of infrastructure projects needed to support existing operational 
programs and implement new congestion mitigation and safety improvement initiatives.   
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Recommendation 
By acting as a focal point for collecting and sharing traffic information and controlling all field 
devices, the technology for each TOC must continually be reviewed and updated because the 
cycle of technology obsolescence is very rapid compared with that of traditional roadway assets. 
Therefore, VDOT should consider implementing the Six-Year Operations Improvement 
Program, with the goal of: 

 Sustaining funding and resource levels for the Transportation Operations Centers to 
ensure that these facilities remain state-of-the-art and can continue to process data from 
the various sources; execute the required incident/emergency response and 
communicate the response to both the internal and external customers; and keep up 
with the quickly changing technologies.   

 Funding annual maintenance needs and providing a dedicated source of annual funding 
for Operations capital improvements.  The SYOIP provides the infrastructure projects 
needed to support the existing operational programs and provides the foundation for 
various advanced technologies and new congestion mitigating and safety improvement 
initiatives.   

 Continuing the development of multi-modal congestion and mobility-related initiatives.  In 
order to mitigate congestion, VDOT needs to integrate its operations with those of the 
transit providers through Integrated Corridor Management (ICM) technologies and 
implement Active Traffic Management (ATM) techniques that involve changing operating 
characteristics based on real-time traffic demands. 
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5. Compliance with Blueprint Initiative  

Section Summary  

The Department has implemented most of the Blueprint initiatives and met the reorganization 
and operational goals set by the General Assembly.  Key targets for reducing employee staffing 
levels to 7,500, achieving contractual spending levels of 70 percent of total expenditures, and 
consolidating certain organizational units have been achieved while focusing on the 
Department’s primary functions of emergency response, congestion mitigation, pavement 
rehabilitation, and bridge repair and replacement. 
 
However, many of the Blueprint initiatives were made without the benefit of review and revision 
of current business processes.  Blueprint was a process to quickly downsize the agency in 
response to sharply declining revenues.  It was not a strategic alignment.  The Performance 
Management Division can play a pivotal role in analyzing business processes and providing 
recommendations for reengineering operations and future staffing levels. 
 
Due to the recent implementation of the Blueprint, it is difficult to determine how the staffing and 
reorganization changes will affect the Department’s ability to achieve its mission.  The 18-month 
implementation with three phases of staff reductions has had a negative impact on staff morale 
and productivity.  Some performance metrics have slipped in the last year, which could be 
expected during the implementation of the Blueprint changes.  Continuing to make business 
process improvements by reducing or removing unnecessary restrictions and reviews should 
have a positive effect on staff morale. 
 
Timely and effective implementation of the Planning and Investment Manager (PIM) role in the 
districts will assist in addressing several of the recommendations in this report.  The PIM role is 
to manage and provide leadership to ensure the effective use of all available federal and state 
transportation funds while complying with applicable federal and state regulations and policies.   
 
Project and service delivery outsourcing needs continuous monitoring to ensure effective 
performance.  In addition, VDOT should develop policies and procedures for determining the 
services to outsource and analyzing the mix of staffing and outsourcing, including consideration 
of the use of managed competition as an alternative when determining the appropriate service 
provider.  The Department needs to ensure that critical staffing is maintained for the support and 
delivery of maintenance, operations, and front-line emergency response, and the preservation 
of core engineering expertise. 
 
The Department actually exceeded its staff reduction due to additional staff attrition after the 
staffing cuts were made.  Now the Department is in a position to make the necessary hiring 
decisions based on an analysis of its operating needs.  While the Department fell well below the 
7,500 target, this gap between the current employment and approved employment levels 
provides VDOT with the ability to make strategic hiring decisions. 
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Background 
By November 2008, the national economy was in the midst of the most significant financial crisis 
in the last 75 years.  As a result of the reduction in available credit and the overall downturn in 
the economy, gasoline consumption had fallen, car and truck sales had plummeted, and real 
estate and other tax bases had fallen.  These shocks to the economy reduced available public 
revenues, which support transportation construction and maintenance at both state and national 
levels.  

 
In December 2008, Governor Tim Kaine addressed the Joint Money Committees of the General 
Assembly and stated that during the biennium, he expected transportation revenues to fall $600 
million from the figures contained in the previous biennial budget.  When the impact was spread 
over the full six-year plan, the combined state and federal revenues were expected to fall by 
$2.6 billion.   

 
Starting in 2009, annual reductions in state revenues were expected to range from $200 million 
to $400 million below previously forecasted levels.  State transportation revenues were not 
expected to rebound until the general economy recovers which was predicted to take several 
years.  Along with state revenue shortfalls, the American Association of State Highway and 
Transportation Officials forecasted that federal revenue reductions for Virginia could range from 
$400 million in 2010 to as high as $216 million in years 2011-14.  These revenue reductions 
were coupled with significantly rising prices for construction and maintenance.  Asphalt prices 
per ton and other materials that are critical components of construction and maintenance, 
including steel and concrete and delivery costs had increased by double digits.  

 
Faced with the most significant revenue shortfalls in its history, VDOT embarked on a plan to 
restructure and develop an organization for the future.  The changes required significant 
adjustments in both organization and business approaches.  Therefore to address the future of 
VDOT, former Commissioner David Ekern designed and released “A Blueprint – VDOT 
Response to a Declining Economy.”  The Blueprint plan was a three-pronged approach focusing 
on 1) organization and staffing changes, 2) services and program changes, and 3) reduction of 
future construction.  

 
Three teams were established to examine the organization:  a district and field team, a Central 
Office team, and a Business Services team. The Commissioner charged the teams with 
reviewing the following: 

 

 Development of a sustainable model district organization for the effective delivery of the 
following critical functions: 

- Land development 

- Maintenance and operations 

- Emergency response 

- Project management 

- Customer relationship management 
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- Planning/programming and resource management 

- Construction program delivery 

 Consolidation of residency operations from 44 to approximately 30.  

 Consolidation of equipment operations and shops from 73 to approximately 35. 

 Development of a plan for implementing a service center concept. 

 Consolidation of Transportation Operations Centers from six to five. 

 Establishment of a call center or centers for response 24/7/365. 

 Identification of issues requiring additional study to develop action steps that will be 
critical to the effective streamlining and organizational efforts to include, but not be 
limited to, business process issues, technology investment and Central Office 
organization. 

 
Other teams were tasked with identifying potential service reductions and modifications to 
outsourced contracts.  VDOT also adjusted the six-year plan to obtain the specified reductions 
over the six-year term.  The Blueprint was implemented during 2009 and while it will continue to 
impact the Department in the years to come, it was considered implemented as of June 30, 
2010.  
 

General Assembly Action 
As a result of these recent economic conditions and VDOT’s implementation of the Blueprint, 
the General Assembly enacted the following requirements in Item 462.05 of the 2009 Acts of 
Assembly – Chapter 781. 

a.  ensure that maintenance and operations of existing highway infrastructure is focused on 
emergency response, congestion mitigation, pavement rehabilitation based on the 
lowest pavement condition ratings, and bridge repair and replacement based on 
structurally deficient structures; 

b.  set service and staffing levels for VDOT programs that have clear and measurable 
performance requirements; 

c.  ensure contractual spending of VDOT funding comprise no less than 70 percent of total 
VDOT expenditures each fiscal year; 

d.  reconfigure VDOT, including the elimination and consolidation of organizational units 
and VDOT facilities, to achieve at least a 30 percent reduction in the number of 1) 
Central Office divisions, 2) residency offices, and 3) equipment and repair shops; 

e.  as part of the consolidation of organizational units, ensure that the supervisory layers 
between the lowest line staff and the leadership position reporting directly to the 
Commissioner or Deputy Commissioner shall be no more than five; 

f.  use an objective methodology on which to base all actions and take no actions until 
public input has been considered; 
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g.  ensure that appropriate accountability, compliance, and oversight by auditors is 
conducted on all programs and functions on a periodic basis; and 

h.   have no more than 7,500 full-time positions filled on June 30, 2010. 

 
Audit Objective 
To determine whether VDOT has complied with the intent of the Appropriations Act and 
Blueprint.  
 

Audit Results 
VDOT has only recently completed many of the Blueprint actions; therefore, the full effect of 
these organizational and operational changes cannot be determined at this time.  However, we 
can determine whether the Department met the requirements outlined in the 2009 
Appropriations Act.  

 

Staffing and Reorganization 

Total Department Staffing Level 

Audit Objective 
To determine that VDOT has no more than 7,500 full-time positions filled on June 30, 2010. 
 

Background 
According to the decision brief on “Organizing and Staffing VDOT to Meet the Challenges of the 
Future” on January 1, 2009, as well as a presentation to the Commonwealth Transportation 
Board on May 20, 2009, made by David Ekern, former VDOT Commissioner, the Department’s 
goal was to reduce its staffing level by approximately 1,000. 
 
The decision brief also stated: 

 It was important that the decisions were designed specifically with the thought in mind to 
preserve critical staffing for the support and delivery of maintenance, operations and 
front-line emergency response, and the preservation of core engineering expertise.   

 This was a very conscious decision, rather than simply approaching the reductions from 
the standpoint of a fixed percentage reduction across all Department functions.   

 The staffing impacts were the best available estimates and as the Department moved 
forward with implementation, it is expected that the individual numbers could be revised 
to reflect more detailed information.  

Former Commissioner Ekern’s presentation to the Commonwealth Transportation Board on May 
20, 2009 indicated that VDOT would “ensure that maintenance and operations of existing 
highway infrastructure are focused on emergency response, congestion mitigation, and 
pavement rehabilitation based on the lowest pavement condition ratings, and bridge repair and 
replacement based on structurally deficient structures.” 
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This presentation provided information on projected staffing reductions - one based on attrition 
only and another using involuntary separations.   

 
Through Attrition Only 

 

Employment 
level 07/01/08 

Benchmark 
09/01/08 

Today 
05/09/09

Projected 
07/01/09 

Projected 
07/01/10 

Target 
07/01/10

Classified 8,472 8,464 8,233 8,190 7,810 7,500 

Classified – 
Central 

Functions 

1,321 1,332 1,288 1,280 1,180 1,020 

Classified – 
Field 

7,151 7,132 6,945 6,910 6,630 6,480 

Wage 520 503 336 106 N/A N/A 

Source:  Blueprint Organization and Staffing – Update and Status Report – Commonwealth Transportation  

Board Meeting, May 20, 2009, David S. Ekern. 

 
Based on the Attrition Only table above, VDOT was projected to be 310 employees above the 
target level on July 1, 2010.  The CTB presentation concluded that while reductions through 
attrition might be enough, the reductions through attrition alone would not be in the right places 
and might not occur soon enough.   Therefore the following plan for scheduled involuntary 
separations was put in place. 
 
Staff Reductions through Involuntary Separation 
 
This methodology included three stages of involuntary separation.   

Stage 1 - Wage/Staff Augmentation Reductions 
– June 6, 2009 — 232 wage employees will be released, with a total reduction of 404 

(target 450) 

Stage 2 - Classified Employees Notification in July 2009 
– Anticipated release October 2009  
– 450-500 positions depending on attrition 
– Partial consolidation of Central Office functions 

Stage 3 - Classified Employees 
– Anticipated notification December 2009 
– 400 positions depending on attrition 
– Functions Affected:  

o Residency consolidation 
o Central Office/district business support consolidation 
o Completion of Central functions consolidation 
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Audit Results 
The following graphs show a ten year staffing history and the net change in staffing levels over 
a ten year period:  

VDOT STAFFING HISTORY (01/01/2005 to 07/01/2010) 
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Source:  VDOT Human Resource Division 

 



 

 

Section 5:  Blueprint Initiative        Page 108 

Changes in Employment Levels (01/01/2005 to 07/01/2010) 
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Source:  VDOT Human Resource Division 

 
The total reductions since September 8, 2008, totaled 1,592, from 8,464 to 6,872 (as of July 1, 
2010), leaving the Department with 628 unfilled positions below the targeted maximum 
employment level (MEL) of 7,500.   
 
Planned and actual cost savings 
 
According to former Commissioner Ekern’s presentation on the Blueprint Organization and 
Staffing Update and Status Report at the Commonwealth Transportation Board Meeting on May 
20, 2009, the following reductions in costs were estimated in stages one through three: 

 Stage 1: $15 million in FY 2010 and $60 million in FY 2011-2014 (annual savings of $15 
million) 

 Stage 2: $30 million in FY 2010 and $132 million in FY 2011-2014 (annual savings of 
$33 million) 
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 Stage 3: $6 million in FY 2010 and $125 million in FY 2011-2014 (annual savings of $31 
million) 

We obtained salary information from VDOT Human Resources based on the pre-Blueprint 
employment level and salary at the MEL of 7,500.  For classified full-time positions only, this 
table shows an annual savings of $53.3 million, including an estimated benefits rate of 33%. 

 

 Salaries 
(in millions) 

Benefits 
(33%) 

Total 
(in millions) 

September 2008 employment of 8,446 $ 402.8 $ 132.9 $ 535.7

Maximum Employment level of 7,500   362.7 119.7 482.4

Estimated savings $   40.1 $   13.2 $   53.3

 
Comparison with other states 
 
We have compared similar states responsible for maintaining secondary roads.  Below is a 
structural comparison of VDOT with other state departments of transportation for North Carolina 
and Texas.  

 

VDOT    

Actual 
Pre-Blueprint

Post-Blueprint
Target MEL NCDOT TXDOT 

Total FTEs 8,999 7,500 12,401 14,451 

Centerline Miles 57,481 57,481 79,067 79,849 

Ratio of Centerline Miles per FTE 6.39 7.66 6.38 5.53 

Source:  Financial and mileage data from FHWA 2008 Highway Statistics.  Full Time Equivalent (FTE)  

Information from the 2007 AASHTO Salary Survey. 

 
Adjusting the FTE to the MEL of 7,500 would increase ratio of centerline miles per FTE based 
on 2008 centerline miles to 7.66, which would further increase its ratio compared with NCDOT 
and TXDOT ratios.  This employment level may indicate a strain for VDOT employees to 
adequately staff Virginia’s lane mileage. 
  

Conclusion 
VDOT has met the goal of having no more than 7,500 positions as of June 30, 2010 as required 
by the Blueprint and the Appropriations Act.   
 
However, we could not find any evidence as to how the Department determined that 7,500 
employees was the correct staffing level.  There was no evidence that any type of review was 
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performed to determine the employment level for the planned reduction in service levels or for 
planned changes in business practices.  While the attrition only approach through a hiring 
freeze may have come close to achieving the reduced employment level, it would not have 
necessarily provided the cuts in the correct areas.  Once the Blueprint initiative for a staffing 
level of 7,500 was established, teams were formed to determine how to make staffing and 
organizational changes to reach this goal.   
 
The Department actually exceeded its staff reduction due to additional staff attrition after the 
staffing cuts were made.  Now the Department is in a position to make the necessary strategic 
hiring based on an analysis of its operating needs.  While the Department fell well below the 
7,500 target, this gap between the current employment and approved employment levels 
provides VDOT with the ability to make strategic hiring decisions on staffing needs. 
 
It is still too soon to determine whether the 7,500 staffing level will allow the Department to 
properly meet its mission.  VDOT will need to review and revise its business processes, analyze 
its outsourcing needs, and update service levels to further determine the correct employment 
level.  
 

Observation 
Best practices would indicate that the Department should assess prior business processes and 
desired service levels to decide what level of staff is best for the Department.  The staffing level 
and structural design could then be revised based on the processes rather than the process 
being enforced upon a required staffing level.  Based on discussion with staff, the staffing 
decisions on certain business functions should be re-examined.  Some examples include: 
 

 The elimination of pavement marking crews   

 The elimination of environmental monitors with their responsibilities transferred to the 
construction inspectors, whose numbers have also been reduced.  Violations of 
environmental regulations could result in penalties and additional costs to the 
Department. 

 Fiscal assistants with daily responsibilities such as timekeeping were removed from the 
area headquarters and placed in the residency.  In addition, many administrative and 
clerical positions have been eliminated in the Central Office and the districts.  These 
staff reductions have resulted in administrative tasks being performed by supervisory 
personnel at a higher salary cost. 

 Overall reductions and the impact on emergency response staffing as described in more 
detail below. 

Emergency response staffing.  The districts are charged with identifying gaps in the 
emergency response capabilities and with identifying the people who are adequately certified or 
willing to handle the various roles.  Maintenance personnel work on all types of road 
maintenance work including patching, drainage, and shoulder-work, but they are also 
responsible for responding to emergencies.  VDOT’s emergency responders work in teams and 
have the ability to mobilize teams from one area of the state to another, as needed.  Emergency 
response is divided into four categories: weather related incidents, terrorist, hazardous, and 
incident management.  Depending on the type of emergency, certain members of the 
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Emergency Response team are designated to handle the category of issue at hand.  In peak 
times of emergency, the Department hires contractors to handle the extra capacity necessary.  
 
In the opinion of VDOT senior management, an emergency response staffing level of 3,200 is 
desired based on historical needs.  This number is based on having crews of 15 to 18 within 
each Area Headquarter.  Included in the total emergency response staff are all area 
headquarters personnel, superintendents and all crew members; bridge maintenance crews and 
superintendents; and pavement marking crews and superintendents.   
 

Recommendation 
With the Department downsizing under the Blueprint, VDOT should analyze the available 
emergency response personnel to ensure that “minimally adequate” staffing levels are 
maintained to provide effective response when emergencies occur.  The following table shows 
the reduction in emergency “boots on the ground” personnel available for emergency response. 

 

As of 
June 30 

Authorized 
Positions 

Filled 
Positions 

2007 3,453 3,104 

2008 3,276 3,032 

2009 3,028 2,937 

2010 3,098 2,821 

Source:  VDOT System Operations 

Supervisory Layers 
 

Audit Objective  
To determine whether supervisory layers between the lowest line staff and the leadership 
position reporting directly to the Commissioner (or Deputy) shall be no more than five. 
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Pre-Blueprint Supervisory Layers: 

Management Levels between Staff Employee & Direct Report to 
the Commissioner (Position Counts by district & Mgt Layers) 

District 
Direct 
Report 0 1 2 3 4 5 6 7 Total 

00-Central Office            11            43          183          404         394          239            52              2              3        1,331  

01-Bristol              1            12            49          111         151          212          203            52               -           791  

02-Salem              1            14            54          126         255          208          365            15               -        1,038  

03-Lynchburg              1            10            36          100         139          117          146            61               -           610  

04-Richmond              1            18            75          163         235          286          305            15               -        1,098  

05-Hampton Roads              1            12            75          155         248          333          169            61          117        1,171  

06-Fredericksburg              2            10            47          106         139          213            97              1               -           615  

07-Culpeper              1            12            43            87         115          177          142               -               -           577  

08-Staunton              1            12            65          156         448          139            10              1               -           832  

09-NOVA              1            13            61          178         275          271          199              2               -        1,000  

Agency Summary            21          156          688       1,586      2,399       2,195       1,688          210          120        9,063  

 
Post-Blueprint Supervisory Layers: 

Management Levels between Staff Employee & Direct Report to 
the Commissioner (Position Counts by district & Mgt Layers) 

District 
Direct 
Report 0 1 2 3 4 5 6 7 Total 

00-Central Office            10            41          169          398         580          172              8               -               -        1,378  

01-Bristol              1              6            29          116         483            20              2               -               -           657  

02-Salem              1              7            39          122         577            46               -               -               -           792  

03-Lynchburg              1              6            26          101         445              7               -               -               -           586  

04-Richmond              1              7            40          141         572          109              8              1               -           879  

05-Hampton Roads              1              7            39          128         277          380            93              3               -           928  

06-Fredericksburg              1              6            30            72         337            13               -               -               -           459  

07-Culpeper              1              6            27            86         288            31               -               -               -           439  

08-Staunton              1              7            44            96         467            43               -               -               -           658  

09-NOVA              1            10            62          149         469            78              3               -               -           772  

Agency Summary            19          103          505       1,409      4,495          899          114              4               -        7,548  

Source:  Personnel Management Information System (PMIS) data snapshots August 31, 2008 (Pre-Blueprint) and  

May 31, 2010 (Post-Blueprint) based on Maximum Employment Level (MEL) 

Note:  Several functions including Right of Way, Human Resources, and district Training were 
shifted from the districts and are now included in Central Office as a result of the Blueprint 
reorganization. 
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Conclusion 
As of May 31, 2010, there are only four positions with more than five supervisory layers 
between them and the leadership position reporting directly to the Commissioner.  Ninety-nine 
percent compliance with the five-or-fewer supervisory levels adequately meets the standards 
set forth by the Acts of the Assembly.  

Performance Savings 

Audit Objective 
To determine whether service and staffing levels for VDOT programs have clear and 
measurable performance requirements.  
 
As discussed in the Background section above, VDOT faced a substantial reduction in 
transportation funding, which was expected to impact operations for the next 5 - 10 years.  
Facing this challenge, the former Commissioner and key committees identified certain VDOT 
service areas that could be reduced without impacting VDOT’s overall mission and goals.  

The Blueprint Implementation team identified the following service areas for potential savings: 

 Turnkey Asset Maintenance Services (TAMS) - interstate maintenance contracts 

 Mowing standards  - excludes interstates, which are a part of the TAMS contracts 

 Residency and Equipment shop closures  

 Transportation Operations Centers and Material labs closures  

 Temporary Closure of Rest Areas and Welcome Centers – Not discussed in this report, 
as the Rest Areas have been reopened as of April 2010.  

TAMS Contracts – VDOT Projected Savings of $8 Million 

Background 
The 2006 session of the Virginia General Assembly passed House Bill No. 667, which stated: 
“All maintenance on components of the Interstate Highway System in Virginia, excluding 
frontage roads, shall be carried out under contracts awarded by the Commonwealth 
Transportation Commissioner.”  The provisions of this bill, now Section 33.1-49.1 of the Code of 
Virginia, were to be executed no later than June 30, 2009.  The interstate maintenance 
privatization was determined by VDOT to be accomplished by way of turnkey asset 
management services (TAMS) contracts. 
 
TAMS contractors are responsible for ordinary interstate maintenance such as roadway surface 
repair, drainage repair, guardrail repairs, roadside work (mowing, litter removal), incident 
management, snow removal and emergency response.  There are eleven main TAMS contracts 
throughout the state and a “Request for Proposal” to address a portion of I-495.  VDOT is 
currently exploring a joint agreement with the state of Maryland for the Woodrow Wilson Bridge.  

Blueprint implementation.  As a key service plan area of the Blueprint, VDOT was directed to 
reduce the scope of services within the TAMS contracts to achieve an estimated annual savings 
of $8 million to $10 million.  Accordingly, key areas of the TAMS contracts were renegotiated.  
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Audit Results 
As of June 30, 2010, VDOT has successfully renegotiated nine out of eleven TAMS contracts 
for an estimated savings of more than $9.8 million dollars.  The effect of these TAMS contract 
modifications on the condition of the interstate system cannot be determined due to the recent 
timing of these changes.   
 

Conclusion 
Of the TAMS contracts still in force and renegotiated, VDOT recognized a cost savings of $9.8 
million, which is in the projected range included in the Blueprint.  Once VDOT awards the 
remaining TAMS contracts, additional savings may be realized. 
 

Recommendation 
VDOT should continue to monitor the performance of the contractors to ensure that 
performance is properly measured, performance is deemed acceptable, and the projected cost 
savings continue to be recognized. 

 
Mowing Standards  

Background 
VDOT is responsible for the mowing and litter control services on all primary, secondary, and 
rural roadways.  The interstate mowing and litter control are performed in accordance with the 
TAMS contracts.  Each district is in charge of its mowing procedures and has standard mowing 
guidance from the Central Office for the use of in-house staff or contractors to perform the 
services.  
 
Blueprint implementation.  Mowing services of non-interstate roadways were identified in the 
Blueprint to be reduced.  VDOT’s objective was to make modifications to the mowing standards 
to produce cost savings without sacrificing safety and impacting the environment significantly.  
VDOT determined the criteria based on the best information available and other best practices 
from other state Transportation Departments.  Projected savings were estimated at $20 million 
based on the service changes requested.   
 

Mowing Changes 

Roadway Category Mowing (Feb 09) Mowing (May 10) 

1 A+ B 

2 A B 

3 A/B C 

4 B C 

5 C D 

Total Costs $42 Million $22 Million 
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Roadway categories are based on the type of roadway and the average daily traffic.  The 
specific roadway categories determine the level of service required, which was most recently 
updated in April 2010.  The following information provides a descriptive narrative for each 
service level (A-E).  

 Service Level A:  Mow no more than four cycles annually. Litter pickup and removal 
shall be performed prior to and during each mowing cycle. 

 Service Level B: Mow no more than three cycles annually. Litter pickup and removal 
shall be performed prior to and during each mowing cycle. 

 Service Level C: Mow no more than two cycles annually. Litter removal services may be 
obtained via contract, Adopt-A-Highway, Community Service or other means based on 
available resources. 

 Service Level D: Mow no more than one cycle annually. Litter removal services may be 
obtained through Adopt-A-Highway, Community Service or other means based on 
available resources. 

 Service Level E: Mowing shall occur to remove sight distance problems only. 

Current performance: Based on the expenditure information provided by VDOT Maintenance 
Division, it was noted that FY2010 expenditures for the entire turf management program were 
$13 million dollars less than FY2009 expenditures, which includes $9 million dollars savings due 
to the modified mowing standards.   

 

 Budget (millions) Actual Expenditures (millions) 

 FY2009 FY2010 Savings FY2009 FY2010 Savings 

Turf  $43 $28 $15 $37 $24 $13 

Mowing Only $34 $22 $12 $27 $18 $ 9 

 
In comparing the fiscal year 2009 budget for turf management before the change in mowing 
standards with the fiscal year 2010 actual expenditures, it shows cost reductions of $19 million 
(FY09 budget of $43 million less FY10 actual expenses of $24 million).  A similar comparison for 
mowing only costs shows a savings of $16 million (FY09 budget of $34 million less FY10 actual 
expenses of $18 million). 

 

Conclusion 
The Department has realized significant cost savings for turf management even though it was 
not able to achieve the projected cost savings during fiscal year 2010. 
 

Outsourcing 

Background 
Outsourcing by state departments of transportation (DOTs) has offered an external method for 
project and service delivery to complement in-house provided services.  There are many factors 
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to consider when deciding whether to outsource services.  Two key factors that have driven the 
trend of outsourcing are the overall growth in the state highway systems, primarily through the 
Transportation Equity Act for the 21st Century (TEA-21) funding, and the current budget crisis 
causing reductions in state work forces.  By having more funds available with the same or fewer 
staff to oversee the projects, state DOTs had to rely on the private sector for delivering services.  
Typical outsourced services include a variety of activities and range from litter removal and 
mowing services to professional engineering, construction, and IT services.  

 
The effects of outsourcing state highway maintenance programs and other key transportation 
services have been studied by JLARC, the Transportation Research Board, and other state 
Department of Transportations.  Those studies noted that when looking at the highway 
maintenance privatization programs, the reasoning tends to be their potential to provide cost 
savings, increase level of service, supplement state resources, make use of scarce skills, tap 
specialized areas of expertise, meet peak demands associated with accelerated schedules, and 
implement political directives.   
 
The National Cooperative Highway Research Program report, “State DOT Outsourcing and 
Private-Sector Utilization,” (2003) noted there are occasions when either the legislative or 
executive branches of state government mandate outsourcing directly.  In times of budget 
cutbacks the goal is to limit or reduce the number of state employees, which results in a 
mandated outsourcing of services.  Despite political motives, the decision of what to outsource 
is unique to each state DOT and the specific activity.  This report concluded that the lack of 
sufficient staff and the right combination of skills are the predominant forces motivating states to 
outsource.  Cost effectiveness was infrequently mentioned as a reason for outsourcing.  Many 
efforts have attempted to compare the cost of outsourced engineering to in-house efforts; 
however, no study emerges as the defining work on the subject of cost-effectiveness. What is 
most evident is the complexity of comparing in-house costs and outsourced expenses, as well 
as the lack of sufficiently accurate data from which to draw definitive conclusions. 
 
JLARC’s “Study on the Use of VDOT Consultants,” (11/22/98) noted that consultants generally 
provide a valuable service to VDOT, but raised concerns that VDOT’s level of consultant use 
may not be optimal in some areas of service.  VDOT management has voiced concerns that the 
current use of consultants has not allowed the Department to maintain adequate in-house 
experience because more complex projects are routinely outsourced.  VDOT management 
noted that it is important for some of these more complex projects to be completed in-house so 
that VDOT staff have opportunities to sharpen their skills and maintain their ability to properly 
oversee consultants.  It is essential for state DOTs to have specific performance measures, 
safeguards, and oversight to ensure the services provided by the consultants are in accordance 
with the contracts.  With the implementation of the Blueprint, VDOT may find it difficult to 
provide proper monitoring due to the loss of the technical expertise.   
 
The Department should continue to review functions to determine whether there are functions 
which are inappropriately outsourced, and conversely, that there may be some activities which 
would more appropriately be outsourced.  VDOT should conduct formal analyses of its work to 
determine which activities are cost-effective to outsource and base future staffing decisions and 
requests based on these analyses.  The Washington state study, “Synopsis of WSDOT’s 
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Review of Highway Maintenance Outsourcing Experience,” recommended that a financial plan 
be developed to properly assess an outsourcing plan which includes: 

 Direct costs of vendor services 

 Avoided costs from termination of in-house services 

 Short and long term implications of the outsourcing plan for equipment and facilities held 
by the public 

 Full costs of adequate contractual administration, management, and supervision of 
contractors and potential subcontractors 

 Risks of service disruptions due to strikes or other labor harmony issues 

Outsourcing versus “In-sourcing” of Government Contracts 
Due to the recent economic recession, governments are continually looking for new ways to cut 
costs and reduce their expenditures.  As a result, many governments are reviewing the benefits 
of outsourcing certain projects or services.  Furthermore, many governments now encourage 
managed competition or competitive sourcing to determine the best combination of price and 
value for service contracts.   

 
Managed competition allows for current government employees to bid for a contract against 
private sector companies.  The benefits of managed competition include: reduced cost, 
enhanced quality, timeliness of delivery, flexible staffing, access to expertise, innovation due to 
competitive contracting, and shifting of risk to contractors.  Often managed competition is 
combined with a reverse auction to provide the most cost savings.  A reverse auction allows for 
competing bidders to bid on a contract without seeing their competitors.  Instead, bidders can 
only view the amount of the previous bid.  Savings from managed competition can represent 
significant cost reductions and provided for increased spending for other services.   

 
Competitive sourcing also encourages the participation of public (government) sectors to 
compete against the private sector for government contracts.  It is important to understand that 
competitive sourcing does not automatically assume that the private sector provides better 
services while the public sector is less efficient and productive.  Instead, competitive sourcing 
seeks to provide the tax payers with the best price and value for their tax dollars. 

 
Whether the government chooses to outsource services or keep them “in-house” is therefore 
solely dependent upon which avenue provides the most service for the best price.  It can be 
argued under certain situations that retaining projects “in-house” is more beneficial.  Still others 
would argue that outsourcing projects and services is better for governments.  When 
considering each option, it is important to consider such factors as cost effectiveness, training 
and expertise, infrastructure, freedom for innovation, and quality of work.  Both options allow for 
such benefits and advantages depending on the situation.  Accordingly, when deciding between 
outsourcing and “in-sourcing,” governments must determine which situational factors they hold 
most important and which option provides the best service to the people within their region or 
locality.  
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Over the past 15 years, VDOT’s use of private sector vendors, primarily consultants, 
contractors, and engineers have increased substantially.  VDOT now accomplishes a significant 
portion of its daily work through the use of outside consultants and contractors.  VDOT is to 
ensure that contractual spending comprises no less than 70 percent of total VDOT expenditures 
annually.  VDOT’s Financial Planning Division prepares quarterly updates of the Department’s 
outsourcing efforts.  The following graphs summarize VDOT’s position (as of Period 11 of 
FY2010) and with comparative information for FY2009.  When reporting its outsourcing efforts, 
VDOT includes private sector vendors and transfer payments, which primarily represents 
payments to localities for city street maintenance. 

 

Breakdown of FY2010 & FY2009 VDOT Expenditures  

By Department of Accounts Category 1,2 

 

Private Sector 
Vendors 
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61% 

Personal Services 
 $512.9 

18% 
Debt Obligations 

$245.4 
 9% 

Transfer  
Payments 
 $324.9

12%

FY2010 VDOT Expenditures

Periods 1 – 11
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Audit Objective 
To determine that contractual spending of VDOT funding comprises no less than 70 percent of 
total VDOT expenditures each fiscal year. 
 

Conclusion 
As illustrated in the graphs above, VDOT achieved 73 percent for outsourcing in FY2010 and 75 
percent for outsourcing in FY2009 and thus has met the 70 percent threshold mandated by the 
General Assembly. 
 
Reasonableness of the 70 percent outsourcing threshold.  Based on the review performed, 
the basis to support the 70 percent threshold of outsourcing could not be determined.  It 
appears to be a target selected to encourage further outsourcing and to support the planned 
reduction in VDOT workforce.  For comparative purposes, we contacted representatives from 
similar state departments of transportation to determine if a target threshold percentage for 
outsourcing was utilized to manage expenditures.  Representatives from NCDOT noted that 
there was no state requirement for a certain percentage to be outsourced.  However, in the next 
few years, they would be moving towards a 30% threshold for consultants due to a lack of 
resources.  A TXDOT representative noted that Texas currently has a 50% threshold for 
outsourcing their pavement maintenance contracts.  Both thresholds from North Carolina and 
Texas are directed at specific activities.  Neither state has an overall target for outsourced 
services. 

 

Recommendation 
VDOT should examine the use of contractors and consultants in all service areas to ascertain 
whether or not their use is financially prudent.  VDOT also needs to maintain the ability to 
provide policy, direction, and oversight in-house.  Outsourcing should be done in a rational, 
deliberate approach so that the Department can maintain its ability to respond to emergencies 
without having to rely exclusively on contractors due to inadequate maintenance staffing.  

Private Sector 
Vendors 
$2,010.9 

61% 

Personal Services 
 $580.9 

17% 
Debt Obligations 

$277.5 
 8% 

Transfer  
Payments 
 $450.5

14%

FY2009 VDOT Expenditures

$3,319.8 million
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Furthermore, VDOT should consider the use of managed competition as an alternative when 
determining the appropriate service provider.   
 
A policy needs to be developed for determining whether or not an activity should be outsourced 
or performed in-house. 
 
Examples of the possible criteria are:  

 Available staffing 

 Specialized expertise 

 Complexity of the work/time line 

 Construction cost threshold 

Recommendation 
As a part of VDOT’s ongoing review of business processes and organizational structure, and 
level of outsourcing, the Department may find that the 70 percent target does not provide the 
flexibility to provide services in the most cost effective manner.  Code of Virginia Section 33.1-
13.01 requires that VDOT report annually on outsourcing, privatization, and downsizing.  The 
General Assembly may wish to consider having the Department also report any proposed 
changes to staffing levels and outsourcing efforts based on its business process analysis.  

Organizational Changes 

Audit Objective 
To determine whether VDOT was reconfigured, including the elimination and consolidation of 
organizational units and VDOT facilities.  To achieve at least a 30 percent reduction in the 
number of a) Central Office divisions, b) residency offices, and c) equipment and repair shops. 
 

Background 
Prior to the implementation of the Blueprint, VDOT was organized into 9 districts, with 44 
residencies, 73 equipment shops, and 189 area headquarters located around the state to 
provide services to the individual districts. 
 
Historically, each district was functionally a full-service operation in the way that they were 
organized and staffed to included payroll, procurement, human resources, civil rights, planning, 
preliminary engineering, operations and maintenance, and construction.  
 
However, districts vary dramatically in size and lane mile responsibility, as well as workload:  
  

 Richmond, Hampton Roads and Salem have the most lane miles.  

 Northern Virginia, Richmond and Hampton Roads have the most daily vehicle miles 
traveled (VMT).  
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 VMT in Northern Virginia is four times that of Culpeper, three times that of Staunton and 
almost six times that of Lynchburg.  

 Richmond has the most interstate and primary lane miles and a daily VMT of 34.8 
million, which is second only to Northern Virginia.  

Based on the economic situation, it was determined that although the current field structure had 
served the Department well for many years, the Department was not properly positioned to 
address the shifts in traffic patterns that will continue for the next decade.  Districts and 
residencies tended to be staffed and organized as if the state were uniform geographically and 
the functions and staffing levels needed in one part of the state are needed in every area.  
Therefore, VDOT management noted opportunities to adjust the organizational structures and 
business approaches between the districts and Central Office.  Previously, the Central Office 
and districts contained the same functions in many administrative areas which offered an 
opportunity to consolidate, eliminate, and reduce overhead costs.   
 
Along with the Central Office and district restructuring, the nature of the local residencies had 
changed.  What once was an organization focused on construction program delivery was now 
more focused primarily on leading maintenance, operations and emergency response.  Due to 
these changes and financial constraints, VDOT decided to restructure, consolidate, reduce the 
number, and refocus the residency as a VDOT organizational unit.  
 
Central Office Reorganization 

Former Commissioner Ekern noted that the function of the Central Office should be to formulate 
policies and procedures, distribute workload and staff, develop and allocate budgets statewide, 
provide for fiscal operations, human resources, auditing, financial management, software 
development and acquisition, legal oversight, and preliminary engineering, design or other 
technical work where economy of scale and workload warrant.  The Blueprint originally planned 
to consolidate the Central Office from 31 to 22 divisions.  Based on our review of the May 1, 
2008 organizational chart compared with the most recent organization chart dated July 9, 2010, 
it was noted that only five divisions had been eliminated.   
 
There was a combination of a few divisions and some divisions reporting to different division 
chiefs.  Based on discussions with certain division administrators, they noted that for 
organizational chart purposes their divisions would no longer be known as divisions; rather they 
would be referred to as offices.  Upon further inquiry, documentation supporting how this 
consolidation was determined and what divisions were to be involved was not found.  As noted 
earlier, some Blueprint targets were made without analytical support, which resulted in trying to 
make changes to fit the decision.  
 

Conclusion 
The number of Central Office divisions was not reduced to the level contemplated by the 
Blueprint: however, without a review of workload and staffing, desired service levels, and 
business processes, it would be difficult to effectively restructure the organizational lines of 
responsibility. 
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Recommendation 
VDOT should assess current business processes and desired service levels to decide what 
organizational structure is best for the Department.  The organizational structure design could 
then be revised based on the processes rather than the structure based on a target number of 
divisions.   
 
Consolidation of Equipment Repair Facilities 

Prior to the Blueprint reductions there were 73 shops in the nine districts that service VDOT 
vehicles and equipment and vehicles belonging to other state agencies.  The Commissioner’s 
Blueprint included a target number of 35 shops, roughly a 50 percent decrease.  To achieve this 
reduction, each district examined their current operations and the location and age of shops, 
and proposed one or more shops that could be closed.  The Equipment Division developed a 
spreadsheet tool to determine the travel times from all area headquarters within a district to the 
nearest equipment shop.  Every attempt was made to keep the travel times under 60 minutes, 
recognizing that the closest shop might be across district boundaries.  The final decision was to 
close 36 shops for a remaining total of 37 equipment shops around the state, in line with the 50 
percent reduction directive.  
 

Conclusion  
Based on discussions with district personnel, all Equipment Repair Facilities directed to be 
closed; ceased operations and duties were reassigned between August 6, 2009 and October 
31, 2009.  The goal of closing 50% of the shops was met. 
 
Consolidation of Residencies 

There were 44 residencies in the nine districts that govern the 189 area headquarters activities 
for their respective areas.  The Blueprint included a target number of 30 residencies, roughly a 
32 percent decrease.  
 
The implementation group discussed several options for district restructuring to accommodate 
the reduction in the number of residencies as instructed.  The result was a structure that would 
make maintenance and emergency response the primary focus of the residency and move other 
current residency functions such as local government support, land development activities, and 
permitting out of the residency.  
 
In addition to this significant structural change, several other changes were identified by this 
team: 

 Elimination of fiscal assistants in the area headquarters (AHQ). This change would 
necessitate a number of other changes including discontinuing inventory functions at the 
AHQ, some form of automation of the timekeeping function, and the elimination of the 
AHQ as a customer walk-in service center. 

 Redefine the AHQ supervisor position as a working crew member/lead. 

 Reassign contract procurement, material estimates, and ordering from the AHQ to the 
residency/maintenance area or district level. 



 

 

Section 5:  Blueprint Initiative        Page 123 

 Elevate other administrative functions such as human resources to the district and/or 
business service center level. 

 Initiate significant technology application development and process improvement and 
streamlining in order to reduce administrative burden at all levels  

In response to the analysis, the former Commissioner’s directives included: 

 Maintenance and emergency response will be the primary focus of residencies.  

 To improve response and supervisory clarity, authorized formal supervision will be 
composed of three levels: Superintendent, Resident Engineer, and district Maintenance 
Engineer.  

 Residencies will be consolidated from the existing 45 to 29. The decisions on 
consolidation are based on balancing population, geographic area, lane miles, and traffic 
volumes so that each part of the state is provided approximately the same relative level 
of resources to provide consistent service. 

 There will be no change in the number or location of area headquarters, which were 
consolidated in 2006.  

As a result of the analysis, the 29 maintenance areas were identified as reported in the table 
below.   

 

Residency Locations – Post-Blueprint 

District Residency Retained?  District Residency Retained? 

Bristol  Lebanon Y NOVA Arlington Y 

  Wise Y   Fairfax Y 

  Wytheville Y   Loudoun Y 

  Abingdon  N   Prince William Y 

  Jonesville  N Richmond Ashland Y 

  Tazewell  N   Chesterfield Y 

Culpeper Charlottesville Y   Petersburg Y 

  Warrenton Y   South Hill Y 

  Culpeper  N   Amelia  N 

  Louisa  N   Sandston  N 

Fredericksburg Fredericksburg Y Salem Bedford Y 

  Saluda Y   Christiansburg Y 

  Northern Neck Y   Martinsville Y 
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  Bowling Green  N   Salem Y 

Hampton Roads Accomac Y   Hillsville  N 

  Franklin Y   Rocky Mount  N 

  Williamsburg Y Staunton Edinburg Y 

  Norfolk  N   Harrisonburg Y 

  Waverly  N   Lexington Y 

Lynchburg Appomattox Y   Luray  N 

  Dillwyn Y   Verona N 

  Halifax Y       

  Chatham N       

  Amherst N        
 

Conclusion 
Based on discussions with district personnel, all residencies directed to be closed had ceased 
operations between April 5, 2010 and April 24, 2010.  
 

Accountability and Compliance Oversight 

Audit Objective 
To determine that appropriate accountability, compliance, and oversight by auditors is 
conducted on all programs and functions on a periodic basis. 
 
VDOT is entrusted with billions of tax dollars each year for transportation operations and has a 
duty to ensure accountability and transparency in its operations.  VDOT’s main stakeholder is 
the public and to ensure the public trust is upheld VDOT is subject to reviews and investigations 
by numerous internal and external bodies.  We reviewed existing external and internal oversight 
bodies and the coverage provided to determine whether this objective was being met. 
 
External Bodies Providing Audit Coverage 

Numerous oversight bodies external to VDOT provide audit coverage to the Department.  These 
include, but are not limited to: 

 Joint Legislative Audit and Review Commission (JLARC) 

 Auditor of Public Accounts (APA) 

 State Comptroller 

 U.S. Department of Transportation (US DOT) 

 Federal Highway Administration (FHWA) 

 American Association of State Highway and Transportation Officials (AASHTO) 

 CPA firms and other professionals contracted to perform audits and reviews 
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Studies/Reviews (External) 

Regulator Report Title Year 

Review of the Use of Consultants by the Virginia 
Department of Transportation 

1998 

Review of Construction Costs and Time Schedules 2001 

Equity and Efficiency of Highway Construction and 
Transit Funding 

2001 

Adequacy and Management of VDOT’s Highway 
Maintenance Program 

2002 

Joint Legislative Audit 
and Review 
Commission 

Review of Commonwealth’s Planning and Programming 
Activities (not released) 

2010 

Special Review of Cash and Capital Budgeting Practices 2002 

Review of Performance Measures  2002 

Follow up to Cash and Capital Budgeting Practices  2004 

Progress Report on Selected Information Technology 
Projects in the Commonwealth 

2008 

Analysis of Commonwealth Audit Resources and 
Inspector General Functions 

2009 

Review of the Internal Audit Function 2010 

Internal Control and Compliance Annually 

Auditor of Public 
Accounts 

Single Audit Reviews Annually 

US DOT OIG Value Engineering ARRA Review (not released) 2010 

Proposal, Specifications, & Estimate ARRA Review 2009 

Disadvantaged Business Enterprise ARRA Review 2010 

Contract Administration ARRA Review 2010 

National ARRA Review 
Teams 

Quality Assurance/Quality Control ARRA Review 2010 

Process Reviews 2001-06 

Transportation Asset Management Case Studies – Data 
Integration – The Virginia Experience  

2004 

Project Authorization Modifications Process Review 2006 

Federal Highway 
Administration 

Local Assistance Program Process Review 2009 

Turner-Fairbanks 
Highway Research 

Center 

Review of Research Programs Administered by the 
Virginia Transportation Research Council 2010 
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VDOT Financial and Program Management – Peer 
Review 

2002 American Association 
of State Highway 

Transportation Officials Measuring Performance Amount state DOT’s  2006 

Deloitte Management Review Study – Hampton Roads district 2004 

Business Process of VDOT’s Project Development and 
Construction Program 

1997 

KPMG 
Program Assessment of the Virginia Public-Private 
Transportation Act 

2010 

Results of External Audit Coverage 

We reviewed many of the above noted reports by the various external entities and noted a wide 
array of audit coverage of VDOT over a number of years.  Our review of the annual reports 
prepared by the Auditor of Public Accounts noted that it has been several years since VDOT 
had any reported significant issues in its financial areas.  However, many of the programmatic 
reviews and including certain special APA reviews have had findings and recommendations for 
improvement.   

As evidenced by the table above, VDOT obtains additional and valuable coverage of its 
programs through these external partners.  The external audit coverage, except for the annual 
APA audit, may be targeted at specific issues or concerns and is nonrecurring.  Therefore, it is 
important to note that the comprehensive and cyclical coverage obtained through the internal 
groups discussed below, is a critical partner to the external reviews noted above. 

Internal Bodies Providing Audit Coverage – the Office of Inspector General 

The VDOT Office of the Inspector General was formed in early 2000 to consolidate the antitrust, 
internal audit, external audit, and investigative functions of the Department; to elevate those 
functions to the highest management level, and to support a renewed emphasis on 
safeguarding the VDOT’s assets and resources.   
 
In addition to supervising these functions, the Inspector General advises the Commonwealth 
Transportation Commissioner, Commonwealth Transportation Board, Secretary of 
Transportation, and Governor’s Office on core matters relating to the condition of agency 
accounting, financial and administrative controls; investigations to resolve allegations of 
fraudulent, illegal, and/or inappropriate activities; prevention and detection of fraud, waste, and 
abuse, and coordination with federal and state law enforcement and prosecutorial agencies.  
The IG’s staff also monitors audit issues identified by external oversight agencies (discussed 
above), to ensure adequate and timely corrective action.   
 
The groups under the supervision of the OIG provide independent services such as audits, 
investigations, evaluations, anti-collusive analysis, and business performance reviews.  Internal 
Audit develops a multi-year audit plan each year.  The plan is based on input from key 
stakeholders, the types of audits, audit frequency, audit intensity and timing, and on a thorough 
risk assessment process.  The yearly plan, along with a long term five year plan, are approved 
by the Commissioner’s office and updated throughout the year based on the changing 
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environment.  The OIG also manages special projects and provides advisory services and 
technical assistance to management; as well as conducts business performance reviews, and 
coordinates and monitors Department action plans in response to external audits and reviews.  
The OIG workforce has fluctuated over the last 10 years from 50 to 40 employees, while the 
workload has continued to increase.  
 
Internal Audit performs an independent, objective assurance and consulting function to add 
value to and improve the performance of the VDOT’s operations.  Internal Audit provides a 
comprehensive audit and review coverage to VDOT based on its agency-wide risk assessment 
and planning process.  Internal Audit also produces a prospective five-year plan, and a 
retrospective “coverage matrix” to ensure that appropriate accountability, compliance, and 
oversight by auditors is conducted on all programs and functions on a periodic basis.  Internal 
Audit coordinates with other audit and oversight groups so as to avoid duplication of effort.  
Finally, Internal Audit serves a follow-up and verification role by tracking and reporting issues 
quarterly to VDOT Chiefs and the Commissioner to ensure they are resolved.  The most recent 
quarterly report shows that 98 percent of Internal Audit findings since 2003 have been 
corrected.   
 
External and Construction Audit has two functional audit areas, (1) Consultant Audit Section, 
which is responsible for performing pre-award evaluations on consultant cost proposals, 
detailed reviews of indirect (overhead) cost rates, and interim and final contract cost and close-
out audits and (2) Construction Audit Section, which is responsible for performing pre-award 
evaluations on contractor change/work order proposals, and evaluates claims on construction 
contracts.   
 
Investigations is to deter, detect, and investigate misconduct that impacts VDOT by 
aggressively pursuing any attempt by VDOT employees, contractors, subcontractors, members 
of the public, or any other party to gain financial or other benefit from VDOT to which they are 
not entitled.   
 
Results of IG Audit Process 

We reviewed the FY2010 Internal Audit plan and noted that the scope of the interim and five-
year audits and examinations to be performed covered significant key VDOT processes and 
projects.  We also examined the risk assessment procedures and criteria for formulation of the 
plan, which included coordination with key external review groups, and deemed it reasonable.  
Review of prior year audits and statistics (summary below) shows that the groups reporting to 
the IG have provided valuable coverage of Department functions.  There is a strong process for 
monitoring implementation of corrective action resulting from these reviews. 
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Studies/Reviews (Internal - OIG) 

Fiscal 
Year 

Number of 
Audits and 

Investigations 
Performed 

Recommendations 
from Audits and 
Investigations 

External 
Audit 

Reviews & 
Evaluations 
Completed 

ARMICS 
Exhibits 

Reviewed 
& Tested 

ARMICS 
Exceptions 

State Fraud, 
Waste, and 

Abuse Hotline 
Investigations 

2009 60 85 445 167 86 88 

2008 40 75 490 170 87 70 

2007 80 150 430 N/A - 90 

 
The IG workforce, including Internal Audit, Investigations, and External and Construction Audit, 
has decreased over the last 10 years from 50 to 40 employees, while the workload and level of 
audit coverage have continued to increase.   
 

Conclusion 
Based on our review and the information provided from the Inspector General and other 
regulatory bodies, there is appropriate oversight by auditors of VDOT’s programs and functions.  
VDOT has the appropriate structure for accountability, ensuring compliance, and continues to 
have sufficient oversight over VDOT operations.   
 

Recommendation 
As discussed later in this section, the Blueprint implementation combined two divisions into the 
Safety and Performance Management Division (S&PM), which now reports to the Chief of 
Administration.  The Performance Management Division within S&PM will be conducting 
business process reviews with an eye toward streamlining and improving them.  Performance 
Management has staff with engineering and other valuable operational expertise.  
 
We see an opportunity for Performance Management and the Internal Audit function to partner, 
at least initially, to focus the efforts of the new division.  Specifically, because of its breadth of 
experience auditing all areas of VDOT, Internal Audit is in a position to recommend certain 
processes for more in-depth streamlining reviews.  Internal Audit could help target the 
Performance Management Division to areas and processes already identified as needing 
improvement.  In addition, proposed improvements identified by the Performance Management 
Division could be reviewed by Internal Audit for internal control considerations, to prevent 
implementation of process changes that might jeopardize controls.   
 

Public Input 

Audit Objective 
To determine whether VDOT used an objective methodology on which to base all actions and 
took no actions until public input has been considered. 
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Background 
When the Blueprint was formulated, former Commissioner Ekern provided his recommendations 
for cuts and tasked the implementation teams with determining how they should be best 
implemented.  While we were unable to obtain evidence for how the former Commissioner 
determined the specific directive of cutbacks, both staffing and closures, we were able to 
ascertain how those directives were carried out.  The implementation teams relied on historical 
data and objective criteria to determine the best means for executing the directives.  They 
performed complex analyses to determine the potential impact of residency and equipment 
shop closures to ensure that services and emergency response would not be significantly 
impacted.  When determining the staffing cuts, they reviewed division by division rather than 
making a percentage cut across all divisions.  
 
Public input was considered while determining the scope and implementation of the changes in 
the form of public meetings.  Those meeting were held throughout the state from March 10, 
2009 to April 1, 2009.  We reviewed the presentations and newspaper articles relating to the 
public meetings that were held at each district in response to the potential Blueprint impacts.  
However, we were unable to examine any transcripts or district Summarizations which were 
reportedly sent to the former Commissioner’s office for his consideration.  We did note during 
our testing that due to public input, the Williamsburg residency remained open and the Waverly 
Residency was closed.  

Conclusion 
It appears that VDOT used an objective methodology and considered public input, where 
appropriate, while executing the Blueprint.  However, no evidence could be obtained to 
demonstrate how the targets (number of residencies to close, number of equipment shops to 
close, five layers of supervision etc.) set by the former Commissioner were determined.   
 

Other Key Blueprint Elements 

Audit Objective 
To determine if Transportation Operations Centers were consolidated as directed in the 
Blueprint   
 
Transportation Operations Centers (TOC) Consolidation 

 
Before the Blueprint, there were five full-scale Transportation Operations Centers (TOCs) (in 
Northern Virginia, Staunton, Salem, Richmond, and Hampton Roads), one satellite TOC (in 
Fredericksburg), and a Transportation Emergency Operations Center (TEOC) in the Richmond 
office.  The Regional Operations Directors are responsible for TOC management (including call 
centers), technology network/device management, and traffic engineering.  Traffic engineering 
is now provided as a service to all districts.   
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Conclusion 
The Richmond TOC and the TEOC were consolidated into one center and the satellite center in 
Fredericksburg was closed. The remaining five centers (shown above) are functioning as 
statewide call centers in addition to other responsibilities. All customer calls for service were 
routed to and are being managed from one of the five centers. 
 
The Role of the Planning and Investment Manager 
 

Background 
The purpose of the Planning and Investment Manager (PIM) according to the Employee Work 
Profile is to manage and provide leadership to direct reports to ensure the effective use of all 
available federal and state transportation funds while complying with applicable federal and 
state regulations and policies. The PIM is to coordinate district participation in development and 
management of the Six-Year Improvement Program (SYIP), Secondary Six-Year Programs 
(SSYPs), State and Metropolitan Transportation Improvement Programs (STIP/TIPs), Federal 
Strategy, and Project Close-out.  
 

The planning and investment management organizations have two main components; a 
Transportation and Land Use component and a Programming component as illustrated in the 
following organizational chart. 
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*The number of this position varies based on workload and geographic needs. 

As the Planning and Investment Manager role is implemented, personnel from the Central 
Office and the PIMs have been meeting regularly to discuss topics relevant to establishing these 
sections at the districts.  The two components of the PIM organization are the Transportation 
and Land Section and the Programming Investment Management Section.  Land Development 
and Land Use responsibility has been removed from the residencies and is now managed at the 
district level.   
 
Responsible Charge Area Land Use Engineers will have direct oversight of all site plan reviews, 
issuance of permits, and inspection of land development activities.  Land Development staff 
may or may not be located in the field to meet the needs of the individual district. 
 
Planning staff will report to the Transportation and Land Use Director (except in NOVA) and will 
essentially function as they have pre-Blueprint.  As the PIM organization develops, it is 
envisioned that the Planning staff will have an enhanced role in ensuring the coordination of 
land use and programming decisions as well as with economic development activities.   
 
All Secondary and Urban Six-Year Plan functions (including special funded programs) 
historically performed by the Resident Administrators and the Urban Program Managers have 
been merged and will be performed as a district function managed by the Programming 
Investment Management Director.  In the NOVA district, the Planning and Investment Director 
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will coordinate those responsibilities with the Transportation and Land Use Directors and the 
PMO. 
Current District Programming functions including those associated with interstate and primary 
SYP development are enhanced to provide a more cohesive relationship with the Central Office 
Programming Division.  The oversight of Maintenance and Operations funding as they relate to 
project development will be expanded to provide greater flexibility and coordination of all 
available funding streams including the coordinated use of Construction, Maintenance, and 
Operations funds. 
 
The Planning and Investment Management organizations were established to ensure that the 
districts are adequately planning for and utilizing resources available to the agency in a way that 
will maximize benefits to the Commonwealth.  The PIM section was created to improve the 
coordination between previously “isolated” activities within the agency.  Planning, Land 
Development, and Programming activities had been independent of one another and not placed 
under single consolidated unit.  There are many different entities involved in the allocation of 
and requirements associated with VDOT resources (FHWA, VDOT, localities, MPOs, etc) and 
several different sources of potential solutions.  It appears that a single section tied closely with 
the various entities will be most effective. 
 

Conclusion 
We found that key positions among the Planning and Investment organizations have yet to be 
filled.  As a result, the Planning and Investment organizations have been unable to get fully 
implemented without the necessary staffing.  Furthermore, once the sections retain the 
necessary staffing required, they will need time to evolve and establish their working 
relationships and responsibilities among the other sections in the district.  It appears that an 
improved dedication to the programming management effort (as is currently just beginning to 
get underway with the establishment of PIM organizations) would put them into a position where 
they can operate effectively to achieve their “program” goals.  In addition, as the Central Office, 
PIM sections, and the districts work together to further define the working relationships and 
responsibilities, the Employee Work Profiles should be updated accordingly.  
 

Post-Implementation Review 

Audit Objective 
To assess whether the Safety & Performance Management team possesses the capability for 
conducting reviews related to industrial engineering and continuous improvement. 
 

Background 
Due to the economic environment, the Department was faced with a significant challenge to 
align operations with new funding projections within a relatively short period of time.  
Responding to the time sensitive need of cutting costs did not allow the Department to perform 
a detailed review of processes for efficiencies and then match the reengineered process to 
resources prior to determining staffing goals.  As previously discussed the Blueprint was a cost 
reduction strategy, not a strategic reorganization.  In order to achieve maximum efficiency and 
determine the true need for the Department, a review of all significant processes should have 
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been undertaken in order to determine the appropriate resources required.  This would have 
allowed the Department to ensure the appropriate resources are deployed in the right areas.  
The process that was undertaken significantly impacted the number of resources available with 
little to no change in the way the Department operates.   
 
The Department has a Safety & Performance Management (S&PM) Division with experience 
and skills to perform process reviews and industrial engineering.  It is critical that the 
Department fully utilize this division to perform detailed studies of business processes based on 
the current maximum employment level under which the organization has been directed to 
operate.   
 
The Performance Management Division within S&PM has developed a draft charter, strategic 
plan, and business plan that are pending approval from the Commissioner.  The mission of this 
division is to instill an accepted strategic continuous improvement culture by leading and 
applying strategic planning, performance management, and operating improvement principles to 
maximize the use of human resources, time, money, and information.  The division currently has 
eleven team members with three positions vacant of which five have industrial engineering 
backgrounds.  The division also offers twenty to thirty years of experience with process re-
engineering and industrial engineering.  The division’s staff includes a team with skills such as 
industrial engineering, operations research, business management, performance management, 
strategic planning, economics, finance, public policy, and administration in both the public and 
private sector.  
 
The division’s draft charter establishes a Transportation Improvement Committee (TIC) which 
will create an independent governance team.  The division will create a work plan based on 
input from districts and other departments within VDOT based on a risk assessment.  This risk 
assessment should include all risks identified by the division and determine the priority of each 
risk.  From this risk assessment the division will then be able to complete a risk and frequency 
model (or matrix) that will map out when each risk will be addressed and how often they should 
be reconsidered for improvement based on changes at VDOT.  Further, the work plan should 
include detail on how each business process impacts the other so that as the Department 
continuously improves its operations, all impacts of such improvements can be considered prior 
to making a decision.  This detailed work plan and risk assessment should be reviewed by the 
Commissioner and the TIC.   The draft charter, including the related strategic plan and business 
plan, also needs to be reviewed by the Commissioner, modified accordingly, and approved in 
order to provide clear guidance to the division.  When reviewing the charter (including related 
plans) consideration of performance metrics should be considered in order to ensure 
accountability.   
 
The current challenges the Department faces, given the reduction in staff and implementation of 
a new financial system, are significant; therefore, reengineering the business processes is 
critical to the success of VDOT.  Given the current demands for business re-engineering within 
the Department, VDOT should consider outsourcing as a supplement to the Performance 
Management Division for routine business process reviews, while leaving the reviews that have 
significant change and require institutional knowledge to this division.   
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Recommendations 
The operational impacts of many of the Blueprint changes are unknown at this time.  The use of 
the Performance Management Division is critical to the post-implementation process for the 
Department.  The division’s draft charter (and related plans) should be reviewed, modified, and 
approved by the Commissioner in order to provide a clear direction for the division’s 
involvement in reengineering the significant business processes.  This charter should include 
detailed performance measurements for the division in order to provide accountability to the 
process and measure the success.  The division will need to create detailed work plans based 
on risk to the Department and frequency of reviews while also creating a monitoring system to 
track the status of approved recommendations.  In addition, a review of the resources currently 
available within the division needs to be considered and tasks will need to be prioritized based 
on the available resources, using either internal resources or outsourcing certain process 
reviews.   
 
All approved recommendations should provide a detailed action plan and explicitly assign 
responsibility for the action plan to the appropriate individual within in the Department.  The 
division also should create a tracking schedule that is reported to the TIC quarterly which details 
the status of all approved recommendations for improvement.  Further, we recommend that 
response to the action plans should be included in the performance evaluation of the 
responsible party. 
 
VDOT’S PRIMARY FUNCTIONAL AREAS 
 
One key initiative of the Blueprint was to have VDOT focus on four primary functional areas: 

1. Emergency response  
2. Congestion mitigation 
3. Pavement rehabilitation 
4. Bridge repair and replacement 

Emergency response and congestion mitigation are discussed in the Operations section of this 
report while pavement rehabilitation and bridge repair and replacement are covered in the 
Maintenance of System Assets section of this report.  Within each of these sections, there are 
findings and recommendations associated with each functional area. 

 

Conclusion  
Based on discussions with VDOT staff and review of departmental documentation, and 
operating results, the Department does appear to be focusing its efforts on the four primary 
functional areas of Emergency Response, Congestion Mitigation, Pavement Rehabilitation, and 
Bridge Repair and Replacement.   
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Appendix – Glossary of Terms  

Acronym Description 
AASHTO American Association of State Highway and Transportation Officials 
AC Advanced Construction 
AHQ Area Headquarters 
AMS Asset Management System 
APA Auditor of Public Accounts 
ARRA American Recovery and Reinvestment Act 
ATM Active Traffic Management 
ATMS Advanced Transportation Management System 
CCTV Closed Circuit Televisions 
CDR Contract Determination Report 
CE Cost Estimate 
CFO Chief Financial Officer 
CMAQ Congestion Mitigation and Air Quality 
CN Construction 
CPR Capital Project Revenue 
CTB Commonwealth Transportation Board 
DAC  District Administrative Council 
DMS Dynamic Messaging System 
DOT Department of Transportation 
EOC Emergency Operations Center 
FHWA Federal Highway Administration 
FIRE Financial Integrity Review and Evaluation 
FMS Financial Management System 
FO FHWA Oversight 
FTE Full Time Equivalent 
GCR General Condition Rating 
HAR Highway Advisory Radio 
HMOF Highway Maintenance and Operating Fund 
HSIP Highway Safety Improvement Program 
ICM Integrated Corridor Management 
IG Inspector General 
IM Interstate Maintenance 
IPM Integrated Project Management  
ISP Information Service Provider 
ISYP Integrated Six Year Plan 
ITS Intelligent Transportation Systems 
JLARC Joint Legislative Audit and Review Commission 
LAS Letting & Award System 
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Acronym Description 
MEL  Maximum Employment Level 
MPO Metropolitan Planning Organization 
NCDOT North Carolina Department of Transportation 
NFO VDOT Oversight 
NHS National Highway System 
NOVA Northern Virginia 
OCP Office of Commonwealth Preparedness 
OIG Office Of Inspector General 
OPD Operations Planning Division 
PAC Pre-Advertisement Conference 
PCE Project Cost Estimate 
PCES Project Cost Estimating System 
PE Preliminary Engineering 
PIM Planning and Investment Manager 
PMIS Personnel Management Information System 
PMO Project Management Office 
PMS Pavement Management System 
PS&E Plans, Specifications and Estimates 
RUMS Right of Way and Utility Management  
RW Right of Way 
RWIS Roadway Weather Information System 
S&PM Safety and Performance Management  
SD Structurally Deficient 
SSP Safety Service Patrols 
SSYP Secondary Six-Year Program 
STIP Statewide Transportation Improvement Program 
STP  Surface Transportation Program 
SWCCMP Statewide Comprehensive Congestion Mitigation Plan 
SYIP Six-Year Improvement Program 
SYOIP Six-Year Operations Improvement Program 
T&I Transportation and Infrastructure 
TAMS Turnkey Asset Maintenance Services 
TEA-21 Transportation Equity Act for the 21st Century 
TEOC Transportation Emergency Operations Center 
TIC Transportation Improvement Committee 
TIP Transportation Improvement Programs 
TOC Transportation Operations Center 
TTF Transportation Trust Fund 
TTI Texas Transportation Institute 
TXDOT Texas Department of Transportation 
UPC Unique Project Code 
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Acronym Description 
US DOT U. S. Department of Transportation 
VDOT Virginia Department of Transportation 
VMT Vehicle Miles Traveled 

 

 


