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SUMMARY 

The O f f i c e  o f  t he  A u d i t o r  General  has conducted a  per fo rmance a u d i t  o f  

t he  A r i z o n a  Department o f  T r a n s p o r t a t  i o n ' s  (ADOT) h ighway d e s i g n  p r o c e s s  

and c o n t r a c t o r  c l a i m s  p rocess  i n  response t o  t h e  r e q u i  rements o f  Chapter  

68 o f  t h e  1988 Sess ion  Laws. T h i s  i s  t he  f i r s t  i n  a  s e r i e s  o f  r e p o r t s  

add ress ing  t h e  requ i remen ts  o f  Chapter  6 8 .  

HIGHWAY DESIGN PROCESS 

ADOT's Highway Development Group i s  r e s p o n s i b l e  f o r  advanc ing  p r o j e c t s  

t h rough  t h e  d e s i g n  p r o c e s s ,  a  v i t a l  p a r t  o f  a l l  p r o j e c t s  i n v o l v i n g  t h e  

c o n s t r u c t i o n  o f  new highways o r  t h e  r e c o n s t r u c t i o n  o f  e x i s t i n g  

f a c i l i t i e s .  Des ign  o f t e n  i n v o l v e s  s t u d y i n g  h ighway l o c a t i o n  and 

env i ronmen ta l  concerns ,  d e v e l o p i n g  g e n e r a l  p l a n s ,  a c q u i r i n g  l a n d ,  and 

p r e p a r i n g  e n g i n e e r i n g  d raw ings  and c o n s t r u c t i o n  p l a n  d e t a i l s .  Our r e v i e w  

found few prob lems,  o v e r a l l ,  w i t h  t h e  q u a l i t y  o f  d e s i g n s  deve loped  

th rough  t h e  ADOT p rocess .  

ADOT Needs To Strengthen 
the Design Review Process (see pages 5 through 9) 

ADOT has n o t  r o u t i n e l y  pe r fo rmed  t i m e l y  d e s i g n  r e v i e w s .  Des ign  r e v i e w  

p r o v i d e s  needed assurance a  road can be c o n s t r u c t e d  as  i n t e n d e d  and t h a t  

i t  w i l l  f u n c t i o n  s a f e l y  and e f f i c i e n t l y  when b u i l t .  Des ign  r e v i e w  i s  

e s p e c i a l l y  v i t a l  s i n c e  much o f  ADOT's d e s i g n  work has been c o n t r a c t e d  o u t  

t o  e n g i n e e r i n g  c o n s u l t a n t s .  Reviews shou ld  be pe r fo rmed  when d e s i g n s  a r e  

3 0 ,  60 ,  and 90 p e r c e n t  comp le te .  D u r i n g  ou r  a u d i t ,  we rev iewed a l l  53 

highway d e s i g n  c o n t r a c t s  f o r  f i s c a l  y e a r s  1987 t h r o u g h  1989 .  Of t h e  29 

p r o j e c t s  90 p e r c e n t  o r  more comp le ted ,  10 had n o t  been rev iewed  a t  one o r  

more o f  t h e  3 0 ,  60 ,  and 90 p e r c e n t  c o m p l e t i o n  s t a g e s .  

Even when rev iews  were comp le ted ,  r e v i e w  comments were n o t  a lways  

s u b m i t t e d  on t i m e .  ADOT s t a f f  d i d  n o t  p r o v i d e  t i m e l y  r e v i e w  comments f o r  



h a l f  o f  t h e  p r o j e c t s  rev iewed .  L a t e  comments may cause d e l a y s  and impact  

p r o j e c t  c o s t s .  Seve ra l  p r o j e c t s  we examined r e q u i r e d  change o r d e r s  due 

t o  u n t i m e l y  r e v i e w .  

To c o r r e c t  t h i s  p rob lem,  ADOT i s  d e v e l o p i n g  u n i f o r m  p rocedures  and 

g u i d e l i n e s  t o  address  key  a reas  o f  r e s p o n s i b i l i t y  and s p e c i f y  

e x p e c t a t  i ons  a t  each d e s i g n  r e v i e w  phase.  To encourage b r o a d e r  

p a r t i c i p a t i o n  i n  t h e  r e v i e w  p r o c e s s ,  ADOT s h o u l d  a l s o  c o n s i d e r  a d o p t i n g  a  

more r e a l i s t i c  s c h e d u l i n g  sys tem.  

ADOT Needs a More Effective System 
for Managing Design Costs (pages 1 1 through 1 7) 

F i n a n c i a l  management o f  u rban  highway d e s i g n  p r o j e c t s  needs t o  be 

s t reng thened ,  as d e s i g n  c o s t s  on numerous p r o j e c t s  have s i g n i f i c a n t l y  

exceeded o r i g i n a l  b u d g e t s .  

Twelve p r o j e c t s ,  rev iewed i n  d e t a i l ,  were more than  d o u b l e  the  o r i g i n a l  

budge t .  I n  t h r e e  o f  t h e s e ,  d e s i g n  c o s t  o v e r r u n s  o c c u r r e d  because 

o r i g i n a l  budgets  were n o t  m e a n i n g f u l ,  and r e p r e s e n t e d  o n l y  t h e  f i r s t  

phase o f  m u l t i - p h a s e  work .  On the  rema in ing  9 p r o j e c t s ,  ADOT p l a c e d  

g r e a t e r  emphasis on a d d r e s s i n g  c i t i z e n  and m u n i c i p a l  concerns  and 

m a i n t a i n i n g  schedu les  than  on s t r i c t  adherence t o  o r i g i n a l  b u d g e t s .  Upon 

passage o f  t h e  h a l f - c e n t  s a l e s  t a x ,  ADOT commi t ted  i t s e l f  t o  a  

c h a l l e n g i n g  schedu le  o f  c o n s t r u c t i o n  b i d  d a t e s .  C o n c u r r e n t l y ,  o r i g i n a l  

p r o j e c t  budgets  ( e s t a b l i s h e d  by ADOT immed ia te l y  a f t e r  passage o f  t h e  

s a l e s  t a x )  d i d  n o t  a n t i c i p a t e  the  f u t u r e  changes r e q u e s t e d  by c i t i z e n  

groups and m u n i c i p a l i t i e s  -- changes t h a t  wou ld  u l t i m a t e l y  cause d e l a y s  

and i nc rease  p r o j e c t  c o s t s .  

Compounding t h i s  p rob lem,  ADOT has no t  k e p t  adequate  f i n a n c i a l  

i n f o r m a t i o n  a v a i l a b l e  on i n d i v i d u a l  p r o j e c t  budge ts  and e x p e n d i t u r e s .  

C o r r i d o r  e n g i n e e r s ,  f o r  example,  art? unab le  t o  m o n i t o r  p r o j e c t  budge ts  

th rough  ADOT's T r a n s p o r t a t i o n  Accoun t i ng  System (TRACS). A t  t he  t ime  o f  

ou r  a u d i t ,  t he  system lacked  a  ' t r o l l - u p t '  c a p a b i l i t y  t o  accumula te  and 

r e p o r t  budget and e x p e n d i t u r e  d a t a  f o r  each s e c t i o n  o f  a  h ighway and f o r  

t h e  highway as a  who le .  The Department  i s  p r e s e n t l y  a d d r e s s i n g  some o f  

these TRACS d e f i c i e n c i e s .  



C o s t  Reduct ion  Through M o r e  - -- 
C o m p e t i t i v e  Consu l tan t  Procurement  (see pages 19 through 24) 

Whi le  ADOT g e n e r a l l y  adheres  t o  sound procuremef i t  p r a c t i c e s  f o r  

c o n s u l t a n t s ,  and i t s  E n g i n e e r i n g  C o n s u l t a n t  S e r v i c e s  S e c t i o n  c o n s i s t e n t l y  

f o l l o w s  p r e s c r i b e d  p rocedures  ( w e l l  documented i n  c o n t r a c t  f i l e s ) ,  t h e  

Department m i g h t  be a b l e  t o  reduce c o s t s  by u t i l i z i n g  a  more c o m p e t i t i v e  

approach i n  t he  s e l e c t i o n  o f  c o n s u l t a n t s  f o r  i t s  Highway Development 

Group. 

Cost c o m p e t i t i o n  f o r  t h e  s e l e c t i o n  o f  an e n g i n e e r i n g  c o n s u l t a n t  i s  

l i m i t e d .  ADOT n e g o t i a t e s  h o u r l y  r a t e s  and f e e s  a f t e r  s e l e c t i n g  a  

c o n s u l t a n t .  T h i s  approach,  a l t h o u g h  p r e f e r r e d  by t h e  e n g i n e e r i n g  

c o n s u l t a n t  community, does n o t  ensure t h a t  ADOT pays a p p r o p r i a t e  and 

compet i t  i v e  r a t e s .  

I n  a d d i t i o n ,  ADOT shou ld  c o n s i d e r  d i s c l o s i n g  i t s  p o l i c y  o f  s p r e a d i n g  work 

among many e n g i n e e r i n g  f i r m s .  T h i s  p o l i c y  i s  n o t  c l e a r l y  d i s c l o s e d  i n  

i t s  b i d  n o t i c e s  and reques ts  f o r  p r o p o s a l s ,  and may be u n f a i r  t o  some 

f i r m s .  ADOT may a l s o  want t o  cons ide r  a d o p t i n g  procurement  r u l e s  o r  

p o l i c i e s  f o r  e n g i n e e r i n g  c o n s u l t a n t  s e r v i c e s .  Because ADOT i s  exempt 

f rom t h e  procurement code,  and no o t h e r  s t a t u t o r y  p r o v i s i o n s  o r  ADOT 

r u l e s  a p p l y  t o  e n g i n e e r i n g  s e r v i c e s ,  ADOT i s  under no o b l i g a t i o n  t o  

c o n t i n u e  sound procurement p r a c t i c e s .  

C O N T R A C T O R  C L A I M S  PROCESS 

C o n t r a c t o r  c l a i m s  f o r  more money a r e  common i n  h ighway c o n s t r u c t i o n .  

C o n t r a c t o r s  may f i l e  c l a i m s  based on d e l a y s ,  a d d i t i o n a l  wo rk ,  d i f f e r i n g  

s i t e  c o n d i t i o n s ,  and f o r  numerous o t h e r  reasons .  When a  d i sag reemen t  

between ADOT and a  c o n t r a c t o r  a r i s e s ,  ADOT and t h e  c o n t r a c t o r  can 

f r e q u e n t l y  reach an agreement and r e s o l v e  t h e  m a t t e r .  However, i f  t h e  

c o n t r a c t o r  and ADOT cannot  agree on a  s o l u t i o n ,  t h e  c l a i m s  p r o c e s s  a l l o w s  

t h e  c o n t r a c t o r  t o  pu rsue  t h e  d i s p u t e .  



ADOT e s t a b l i s h e d  a  Cla ims Branch i n  1982. C u r r e n t l y ,  t he  Claims Branch 

i s  r e s p o n s i b l e  f o r  m a i n t a i n i n g  a  c l a i m s  database,  p r o v i d i n g  t r a i n i n g  on 

c l a i m  avoidance and c l a i m  h a n d l i n g  t o  ADOT f i e l d  p e r s o n n e l ,  c o o r d i n a t i n g  

necessary a c t i o n s  on appealed c l a i m s ,  and a s s i s t i n g  d i s t r i c t  s t a f f  upon 

request  . 

ADOT Lacks a Complete and Accurate 
Picture of the Statewide -- Claims Situation (see pages 35 through 43) 

ADOT c u r r e n t l y  l a c k s  a c c u r a t e  and complete i n f o r m a t i o n  on the number, 

s t a t u s  and outcome o f  c l a i m s  depar tmentwide.  A l though  t h e  Claims Branch 

shou ld  c e n t r a l l y  g a t h e r  c l a i m s  i n f o r m a t i o n ,  c l a i m  f i l e s  m a i n t a i n e d  by the  

Claims Branch a r e  o f t e n  incomp le te .  Our rev iew o f  C la ims Branch f i l e s  

revea led  t h a t  some f i l e s  lacked b a s i c  documents necessary t o  de te rm ine  

the  s t a t u s  o f  the c o r r e s p o n d i n g  c l a i m .  For example, some f i l e s  lacked 

c l a i m  r e p o r t  fo rms,  p r o j e c t  o r  d i s t r i c t  d e n i a l  l e t t e r s ,  l e t t e r s  o f  

s e t t l e m e n t  o r  o f f e r s  t o  s e t t l e ,  and genera l  correspondence between ADOT 

and the c o n t r a c t o r  r e g a r d i n g  the  c l a i m .  F u r t h e r ,  we i d e n t i f i e d  problems 

w i t h  f i l e  o r g a n i z a t i o n  and main tenance.  A l though  the Cla ims Branch sees 

i t s  r o l e  as a  resource  f o r  a s s i s t a n c e  o r  a d v i c e  on h a n d l i n g  c l a i m s ,  the 

lack  o f  complete i n f o r m a t i o n  on c l a i m s  and the poor o r g a n i z a t i o n  o f  c l a i m  

f i  l e s  l i m i t  the b r a n c h ' s  ab i  l  i t y  t o  p r o v i d e  these s e r v i c e s  t o  ADOT 

management and d i s t r i c t  s t a f f .  

I n  a d d i t i o n  t o  i ncomp le te  f i l e s ,  the computer ized,  departmentwide r e p o r t  

on c l a i m s  i s  f l awed .  The b ranch  m a i n t a i n s  a  database t o  t r a c k  the s t a t u s  

o f  c l a i m s  and r e p o r t  t h i s  i n f o r m a t i o n  t o  management and d i s t r i c t  s t a f f .  

However, o f  the 25 a c t i v e  f i l e s  we rev iewed,  o n l y  10 cases had a  database 

s t a t u s  which matched t h e  a c t u a l  s t a t u s  o f  t h e  c l a i m .  I n  a d d i t i o n ,  the 

i n f o r m a t i o n  r e p o r t e d  by  t h e  Claims Branch r e g a r d i n g  c o s t s  a s s o c i a t e d  w i t h  

c l a i m s  i s  m i s l e a d i n g .  For  example, some c o s t s  (such as $241 ,000 i n  

c o n s u l t a n t  c o s t s  on one c l a i m )  a re  n o t  c a p t u r e d ,  t r a c k e d ,  o r  r e p o r t e d .  

F i n a l l y ,  i n f o r m a t i o n  r e p o r t e d  by t h e  Claims Branch l a c k s  d e t a i l  and 

p r o v i d e s  no ev idence o f  i n - d e p t h  a n a l y s i s  o f  c l a i m s .  

D u r i n g  the course o f  our  a u d i t ,  ADOT recogn ized  many o f  the  problems 

i d e n t i f i e d  above and began t a k i n g  c o r r e c t i v e  a c t i o n .  The b ranch  has 

r e c e n t l y  developed g o a l s  and o b j e c t i v e s  which c l a r i f y  i t s  r o l e  i n  the 



c l a i m s  p rocess  and s h o u l d  improve b r a n c h  o p e r a t i o n s .  However, o t h e r  

improvements a r e  needed.  For example ,  t h e  b ranch  needs t o  r e v i s e  i t s  

method o f  r e p o r t i n g  c l a i m  i n f o r m a t i o n  and s h o u l d  conduct  more i n - d e p t h  

a n a l y s i s  o f  c l a i m  i n f o r m a t i o n .  

ADOT Needs t o  Implement Changes 
to  Ensure Timely Resolution of-Claims -- (see pages 45 through 50) 

ADOT needs t o  implement changes t o  promote  t h e  t i m e l y  r e s o l u t i o n  o f  

c l a i m s  s u b m i t t e d  by c o n t r a c t o r s .  We a t t e m p t e d  t o  d e t e r m i n e  ADOT's 

o v e r a l l  t i m e l i n e s s  i n  c l a i m  r e s o l u t i o n ,  b u t  ADOT does n o t  m a i n t a i n  t h e  

b a s i c  d a t a  needed t o  do so .  A l t h o u g h  d a t a  i s  n o t  a v a i l a b l e  on how long  

i t  takes  ADOT t o  accep t  o r  r e j e c t  a  c l a i m ,  we were a b l e  t o  t r a c k  t h e  t ime  

i t  took  f o r  ADOT t o  p r o c e s s  a  c o n t r a c t o r ' s  appeal  o f  a  r e j e c t e d  c l a i m .  

We found t h a t  c o n t r a c t o r s  w a i t  a lmos t  f i v e  a d d i t i o n a l  months t o  r e c e i v e  a  

d e t e r m i n a t i o n  on an appea l  t o  second l e v e l  r e v i e w .  

ADOT's l ack  o f  p r o c e d u r e s  may have caused these d e l a y s .  ADOT has 

deve loped s p e c i f i c a t i o n s  wh ich  d e f i n e  b o t h  ADOT's and t h e  c o n t r a c t o r ' s  

r o l e  i n  c l a i m  r e s o l u t i o n .  However, t h e  s p e c i f i c a t i o n s  a r e  vague i n  

s e v e r a l  a reas  w h i c h  may c o n t r i b u t e  t o  d e l a y s  i n  c l a i m  r e s o l u t i o n .  For  

example,  a l t h o u g h  c o n t r a c t o r s  must f o l l o w  s p e c i f i c  t i m e  g u i d e l i n e s  i n  

f i l i n g  c l a i m s ,  t h e r e  a r e  few t i m e  requ i remen ts  f o r  ADOT a c t i o n s .  The 

s p e c i f i c a t i o n s  a l s o  f a i l  t o  p r o v i d e  c l e a r  gu idance f o r  c o n t r a c t o r s  i n  

f i l i n g  a  c l a i m ,  and do n o t  r e q u i r e  ADOT t o  p r o v i d e  w r i t t e n  d e c i s i o n s .  

I n  a d d i t i o n  t o  vague s p e c i f i c a t i o n s ,  ADOT l a c k s  i n t e r n a l  p rocedures  f o r  

m o n i t o r i n g  t h e  p r o g r e s s  o f  c l a i m s .  However, t h e  C la ims  B r a n c h ' s  new 

g o a l s  and o b j e c t i v e s  i n d i c a t e  t h a t  i t  p l a n s  t o  d e v e l o p  a  " t i c k l e r "  

database t o  s i g n a l  when ADOT a c t i o n s  a r e  r e q u i r e d .  The C la ims  Branch 

a l s o  p l a n s  t o  v i s i t  d i s t r i c t s  t o  upda te  i n f o r m a t i o n  on c l a i m  s t a t u s  and 

p r o v i d e  t r a i n i n g  on c l a i m s  r e s o l u t i o n .  
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INTRODUCTION AND BACKGROUND -- 

The O f f i c e  o f  the  A u d i t o r  General  has conducted a  per fo rmance a u d i t  o f  

t h e  A r i z o n a  Department  o f  T r a n s p o r t a t i o n ' s  (ADOT) highway d e s i g n  p r o c e s s  

i n  response t o  t h e  requ i remen ts  o f  Chapter  68 o f  t he  1988 Sess ion  Laws. 

T h i s  i s  t h e  f i r s t  i n  a  s e r i e s  o f  r e p o r t s  a d d r e s s i n g  the  requ i remen ts  o f  

Chapter  6 8 .  

The d e s i g n  p rocess  i s  a  v i t a l  p a r t  o f  a l l  p r o j e c t s  i n v o l v i n g  c o n s t r u c t i o n  

o f  new highways and r e l a t e d  f a c i  I  i t  i e s  as we1 l as r e c o n s t r u c t  i o n  and 

improvement o f  e x i s t i n g  roads .  S p e c i f i c  d e s i g n  a c t i v i t i e s  necessa ry  

p r i o r  t o  c o n s t r u c t i o n  w i l l  v a r y  depend ing upon t h e  n a t u r e  o f  t h e  

p r o j e c t .  However, d e s i g n  o f t e n  w i l l  r e q u i r e  s t u d i e s  o f  highway l o c a t i o n  

and env i ronmen ta l  conce rns ,  development o f  t he  p r o j e c t ' s  gene ra l  p l a n ,  

a c q u i s i t i o n  o f  l and ,  and the  p r e p a r a t i o n  o f  c o n s t r u c t i o n  p l a n  d e t a i l s .  

Highway Development Group 
Oversees Design Process 

The ADOT Highway D i v i s i o n ' s  Highway Development Group i s  r e s p o n s i b l e  f o r  

advanc ing  p r o j e c t s  t h rough  a l l  phases o f  t h e  d e s i g n  p r o c e s s .  Headed by a  

Deputy S t a t e  E n g i n e e r ,  t he  Group i s  composed o f  t h e  D e s i g n ,  L o c a t i o n ,  

R igh t -o f -way ,  S t r u c t u r e s ,  and Urban Highway S e c t i o n s .  Each S e c t i o n ' s  

r e s p o n s i b i l i t i e s  a r e  as f o l l o w s :  

Design Section i s  r e s p o n s i b l e  f o r  t h e  d e s i g n  and development o f  
roadway c o n s t r u c t i o n  p l a n s  f o r  a l l  h ighways n o t  on t h e  urban highway 
system, and uses e n g i n e e r i n g  d e s i g n  c o n s u l t a n t s  t o  p r o v i d e  d e s i g n  
s e r v i c e s  on i n d i v i d u a l  p r o j e c t s .  A p r o j e c t  m o n i t o r  i s  ass igned  t o  
a d m i n i s t e r  t he  d e s i g n  c o n s u l t a n t  c o n t r a c t s .  

A l l  p r o j e c t s  p r e p a r e d  by  ADOT o r  by e n g i n e e r i n g  c o n s u l t a n t s  under 
c o n t r a c t  t o  ADOT, a r e  r o u t e d  t o  c o n t r a c t s  and s p e c i f i c a t i o n s  s e r v i c e s  
i n  t he  Des ign  S e c t i o n  f o r  f i n a l  p r o j e c t  a p p r o v a l ,  and b i d  
adve r  t  i  semen t . 

Location Section i s  composed o f  two u n i t s  -- l o c a t  i o n  s e r v i c e s  and 
photogrammetry and mapping s e r v i c e s .  L o c a t i o n  s e r v i  ces  i  s  
r e s p o n s i b l e  f o r  c o n d u c t i n g  h ighway l o c a t i o n  and d e s i g n  s t u d i e s ,  and 
f o r  p r e p a r i n g  p r o j e c t  assessment documents. Photogrammetry and 



mapping s e r v i c e s  p r o v i d e  s u p p o r t  ( f i e l d  s u r v e y s ,  a e r i a l  pho tog raphs ,  
and a  v a r i e t y  o f  e n g i n e e r i n g  maps) t o  v a r i o u s  d i v i s i o n s  w i t h i n  t he  
Depar tmen t .  

R igh t -o f -way  S e c t i o n  i s  r e s p o n s i b l e  f o r  a l l  a c t i v i t i e s  i n v o l v e d  i n  
t h e  a c q u i s i t i o n  o f  r i g h t - o f - w a y  f o r  h ighways.  The s e c t i o n  p r o v i d e s  
s e r v i c e s  f o r  p l a n  and t r a n s f e r  documents p r e p a r a t i o n ,  and a p p r a i s a l ,  
r e l o c a t i o n ,  a c q u i s i t i o n ,  and condemnat ion .  

S t r u c t u r e s  S e c t i o n  i s  r e s p o n s i b l e  f o r  t h e  d e s i g n  and p r e p a r a t i o n  o f  
p l a n s  f o r  a l l  b r i d g e - r e l a t e d  p r o j e c t s ,  d r a i n a g e  d e s i g n  s e r v i c e s  on 
a l l  highway and b r i d g e  p r o j e c t s ,  and b r i d g e  i n s p e c t i o n  s e r v i c e s .  

0 Urban Highway S e c t i o n  i s  r e s p o n s i b l e  f o r  d e v e l o p i n g  a l l  highway 
p r o j e c t s  on t h e  Urban Highway sys tem,  and assumes a l l  r e s p o n s i b i l i t y  
f o r  t h e  Urban Highway p r o c e s s ,  w i t h  t h e  e x c e p t i o n  o f  r i g h t - o f - w a y  
a c q u i s i t i o n  and f i n a l  p r o c e s s i n g  o f  b i d  documents used i n  b i d  
a d v e r t i s i n g .  

A d d i t i o n a l l y ,  t r a f f i c  d e s i g n  s e r v i c e s ,  env i ronmen ta l  p l a n n i n g  s e r v i c e s ,  

t h e  m a t e r i a l s  s e c t i o n ,  p r e c o n s t r u c t i o n  e n g i n e e r i n g  management, and the  

f o u r  ADOT d i s t r i c t s  a l l  p r o v i d e  s i g n i f i c a n t  s u p p o r t  t o  t h e  Highway 

Development Group.  

Statewide and Urban 
Highway Design - 

C u r r e n t l y ,  ADOT d e s i g n  e f f o r t s  f ocus  p r i m a r i l y  on t h e  D e p a r t m e n t ' s  

s t a t e w i d e  program and on the  development o f  r e g i o n a l  u rban freeway 

sys tems.  A l though  ADOT s t a f f  a r e  p e r f o r m i n g  much o f  t h e  d e s i g n  work on 

s t a t e w i d e  p r o j e c t s ,  most r e g i o n a l  u rban f reeway d e s i g n  has been 

c o n t r a c t e d  o u t  t o  e n g i n e e r i n g  c o n s u l t a n t s .  D e s i g n - r e l a t e d  c o n t r a c t  c o s t s  

f o r  f i s c a l  year  1989-90 a r e  e s t i m a t e d  t o  be $69 m i l l i o n . ( ' )  

As r e s p o n s i b i l i t i e s  f o r  t h e  Urban Highway Program inc reased  d r a s t i c a l l y ,  

i m p a c t i n g  ADOT's s t a t e w i d e  c o n s t r u c t i o n  program and t h e  Group ' s  o v e r a l l  

r e s o u r c e s ,  t h e  Department  addressed t h e  i n c r e a s e d  w o r k l o a d  by  employ ing  

o u t s i d e  management and d e s i g n  c o n s u l t a n t s  t o  p e r f o r m  a c t i v i t i e s  

p r e v i o u s l y  hand led  by ADOT's own s t a f f .  

( 1  Contracts cos ts  f i s c a l  year 1989-90 include obl iga t i  ons from pr ior  years. 



Accord ing  t o  t he  Depar tmen t ,  passage o f  t h e  Mar i copa  h a l f - c e n t  s a l e s  tax  

was i n s t r u m e n t a l  i n  t h e  d r a m a t i c  expans ion  o f  d e s i g n - r e l a t e d  a c t i v i t i e s .  

P r e s e n t l y ,  t h e  Urban Highway Program r e c e i v e s  the  m a j o r i t y  o f  ADOT1s 

fund i  ng and a c t  i  v  i  t y  . I  n  f  i  sca l  year  1988-89.  ADOT expended $234.7  

mi 1 l i o n  on the  program -- a p p r o x i m a t e l y  11 .5  p e r c e n t  ( o r  $ 2 7 . 1  mi l l  i o n )  

o f  t h i s  amount was p a i d  f o r  ' d e s i g n - r e l a t e d  s e r v i c e s .  

Staff and Budget 

For  f i s c a l  year 1989-90, t h e  Highway Development Group employs 500 

f u l l - t i m e  employees (FTEs) ,  m a i n t a i n s  an a d m i n i s t r a t i v e  budge t  o f  $20 

mi l l i o n ,  and i s  r e s p o n s i b l e  f o r  a s t a t e w i d e  c o n s t r u c t i o n  program o f  

a p p r o x i m a t e l y  $460 mi l  l  i o n .  

Audit Scope 

Our a u d i t  was conducted t o  e v a l u a t e  t h e  e f f e c t i v e n e s s  o f  ADOT's h ighway 

d e s i g n  p r o c e s s .  An o v e r a l l  r ev iew  i n d i c a t e d  ADOT had v e r y  few prob lems 

w i t h  d e s i g n  q u a l i t y .  F o l l o w i n g  a  p r e l i m i n a r y  rev iew  o f  t h e  Highway 

Development Group 's  a c t i v i t i e s ,  ou r  e f f o r t s  focused on t h e  D e p a r t m e n t ' s  

d e s i g n  rev iew  p r o c e s s ,  d e s i g n  c o s t s ,  s t a f f i n g ,  and procurement  o f  

e n g i n e e r i n g  c o n s u l t i n g  s e r v i c e s .  Our f i n d i n g s  address  t h r e e  s p e c i f i c  

a reas  : 

t h e  e f f e c t i v e n e s s  o f  ADOT's q u a l i t y  c o n t r o l  p rocess  f o r  h ighway 

des i  gn , 

t he  methods t h a t  c o u l d  be u t i l i z e d  t o  s t r e n g t h e n  f i n a n c i a l  management 

o f  u rban highway d e s i g n ,  and 

t h e  adequacy o f  ADOT's procedures  f o r  procurement o f  e n g i n e e r i n g  

c o n s u l t a n t  s e r v i c e s .  

T h i s  r e p o r t  a l s o  c o n t a i n s  o t h e r  p e r t i n e n t  i n f o r m a t  i o n  on d e s i g n  s t a f f i n g  

(see page 2 5 ) .  



Our a u d i t  was conducted i n  accordance w i t h  g e n e r a l l y  accep ted  

governmental  a u d i t i n g  s t a n d a r d s .  

The A u d i t o r  General  and s t a f f  exp ress  t h e i r  a p p r e c i a t i o n  t o  t h e  D i r e c t o r  

o f  t h e  A r i z o n a  Department  o f  T r a n s p o r t a t i o n  and s t a f f  f o r  t h e i r  

c o o p e r a t i o n  and a s s i s t a n c e  d u r i n g  t h e  course  o f  ou r  a u d i t .  



F I N D I N G  I 

DESIGN REVIEW PROCESS 

NEEDS T O  -- BE STRENGTHENED 

ADOT's d e s i g n  rev iew  p rocess  can be improved.  We found c o s t l y  d e l a y s  and 

c o n t r a c t  change o r d e r s  can occu r  when rev iews  a r e  n o t  r o u t i n e l y  pe r fo rmed  

and comments a r e  n o t  s u b m i t t e d  on a  t i m e l y  b a s i s .  ADOT has adop ted  

u n i f o r m  w r i t t e n  p rocedures  t o  improve i t s  d e s i g n  r e v i e w ,  and s h o u l d  

c o n s i d e r  a d d i t i o n a l  measures t o  promote a  more e f f e c t i v e  d e s i g n  r e v i e w  

p r o c e s s .  

Impor tance o f  d e s i g n  r e v i e w  - Des ign  r e v i e w ,  a  common p rocedure  i n  t h e  

t r a n s p o r t a t i o n  i n d u s t r y ,  p r o v i d e s  t h e  needed assurance a  road can be 

c o n s t r u c t e d  as i n t e n d e d ,  and t h a t  i t  w i l l  f u n c t i o n  s a f e l y  and e f f i c i e n t l y  

when b u i l t .  A l l  s t a t e s  c o n t a c t e d  d u r i n g  our  a u d i t  r e v i e w  des igns  d u r i n g  

t h e i r  development t o  ensure q u a l i t y .  Des ign  rev iew  can a l s o  p r o v i d e  

a d d i t i o n a l  b e n e f i t s  by  i d e n t i f y i n g  c o n s t r u c t i o n  t ime  and c o s t  s a v i n g s .  

T imely  d e s i g n  rev iew  i s  e s p e c i a l l y  i m p o r t a n t  as ADOT r e l i e s  h e a v i l y  on 

o u t s i d e  d e s i g n  c o n s u l t a n t s ,  many o f  whom have n o t  worked w i t h  ADOT b e f o r e  

and a r e  t h e r e f o r e  unfami l i a r  w i t h  i t s  t e c h n i c a l  s t a n d a r d s  and o t h e r  

r e q u i r e m e n t s .  Review o f  c o n s u l t a n t  work i s  a l s o  necessa ry  t o  ensure  

s e c t i o n s  des igned  by  d i f f e r e n t  f i r m s  a r e  compa t ib le  i n  d e s i g n  and s a f e t y  

f e a t u r e s .  

ADOT a s s i g n s  each p r o j e c t  a  m o n i t o r  who d i s t r i b u t e s  d e s i g n  p l j n s  t o  

v a r i o u s  ADOT s e c t i o n s ,  d i s t r i c t  o f f i c e s ,  and o t h e r  o u t s i d e  agenc ies  f o r  

rev iew  comments, and i s  r e s p o n s i b l e  f o r  des ign  r e v i e w .  

Des ign  Rev iews  N o t  Done 
o n  a Rou t i ne  Bas is  

A l though  needed t o  ensure  q u a l i t y ,  t he  Department i s  n o t  r o u t i n e l y  

p e r f o r m i n g  t i m e l y  and c o n s i s t e n t  d e s i g n  rev iews .  A c c o r d i n g  t o  ADOT, 



rev iews  s h o u l d  be conducted a t  t h r e e  d i s t i n c t  s t a g e s :  when d e s i g n s  a r e  

3 0 ,  60 ,  and 90 p e r c e n t  comp le te .  Our a n a l y s i s  o f  p r o j e c t  f i l e s  found 

comments a r e  n o t  a lways  s u b m i t t e d  a t  these 3 0 ,  60 ,  and 90 pe rcen t  s t a g e s  

o f  c o m p l e t i o n  and,  even i f  s u b m i t t e d ,  comments a r e  o f t e n  l a t e .  Some 

p r o j e c t s  may have expe r ienced  d e l a y s  and c o s t  i n c r e a s e s  because d e s i g n  

rev iew  comments were n o t  s u b m i t t e d  on t i m e .  

We rev iewed a l l  53 highway d e s i g n  c o n t r a c t s ,  i n  v a r i o u s  s t a g e s  o f  

c o m p l e t i o n ,  f o r  f i s c a l  y e a r s  1987-89 t o  de te rm ine  i f  ADOT p rocedures  were 

b e i n g  f o l l o w e d .  Because 12  o f  t h e  53 highway d e s i g n  p r o j e c t s  had n o t  

completed 30 p e r c e n t  r e v i e w s ,  we c o n c e n t r a t e d  o n l y  on t h e  rema in ing  41 .  

Untimely reviews - Our e x a m i n a t i o n  o f  highway d e s i g n  f i l e s  found t h a t  

d e s i g n  rev iew  has n o t  a lways  been c o n s i s t e n t  and t i m e l y .  For  example,  10 

o f  t he  29 p r o j e c t s  90 p e r c e n t  o r  more completed had n o t  been rev iewed a t  

one o r  more o f  t h e  30 ,  60 ,  and 90 pe rcen t  s tages  -- a r e s u l t ,  a t  l e a s t  

p a r t l y  caused by i n c o n s i s t e n t  r e v i e w  p r a c t i c e s  by p r o j e c t  m o n i t o r s .  Some 

m o n i t o r s  ask ADOT s e c t i o n s  t o  r e v i e w  p l a n s  a t  a l l  t h r e e  i n t e r i m  d e s i g n  

s t a g e s ,  w h i l e  o t h e r s  reques ted  rev iews  o n l y  once.  D i s t r i c t  i nvo l vemen t  

has a l s o  been i n c o n s i s t e n t .  I n  some cases,  d i s t r i c t s  have rev iewed p l a n s  

a t  t he  30 o r  60 p e r c e n t  c o m p l e t i o n  s tage o f  d e s i g n ,  i n  o t h e r  cases ,  

d i s t r i c t  r ev iew  has n o t  o c c u r r e d  u n t i l  t he  90 pe rcen t  c o m p l e t i o n  s t a g e .  

Even when rev iews  were conduc ted ,  comments were f r e q u e n t l y  s u b m i t t e d  

l a t e .  I n  f a c t ,  ADOT d i s t r i c t  s t a f f  o r  o t h e r  ADOT s e c t i o n s  d i d  n o t  

p r o v i d e  t i m e l y  rev iew  comments f o r  21 o f  41 p r o j e c t s  p a s t  t he  30 p e r c e n t  

rev iew  s t a g e .  Rev iewers  g e n e r a l l y  have 14  days t o  submit  comments. 

Comments a r e  cons ide red  l a t e ,  i f  a  rev iewer  f a i l s  t o  respond w i t h i n  t h e  

s p e c i f i e d  t i m e  f rame. 

Cost increases - L a t e  d e s i g n  r e v i e w  comments can d e l a y  p r o j e c t s  and may 

r e s u l t  i n  c o s t l y  change o r d e r s .  Seve ra l  management c o n s u l t a n t  p r o j e c t  

m o n i t o r s  have compla ined about  ADOT's p e r v a s i v e  l a t e  r e v i e w  p rob lem.  One 

c o n s u l t a n t  i n  p a r t i c u l a r  has r a i s e d  concerns about  t h i s  p rob lem i n  e v e r y  



r e p o r t  he has w r i t t e n  t o  ADOT i n  t h e  p a s t  11 months .  Another  c o n s u l t a n t  

i n fo rmed  us l a t e  r e v i e w  comments by c e r t a i n  Highway Development Group 

s e c t i o n s  a r e  a l s o  a  c o n t i n u i n g  p rob lem.  

The f o l l o w i n g  a r e  f o u r  s p e c i f i c  examples o f  p r o j e c t  d e l a y s  and change 

o r d e r s  caused by l a t e  d e s i g n  r e v i e w :  

L a t e  rev iews on t h e  I n d i a n  School  Road T r a f f i c  I n t e r c h a n g e  P r o j e c t  
have resu  l  t e d  i n  d e s i g n  development p r o b  lems and an $1 1,600 change 
o r d e r .  Reviews a t  t he  60 and 90 p e r c e n t  s tages  o f  c o m p l e t i o n  were 
two and seven weeks l a t e ,  r e s p e c t i v e l y .  Of t he  s i x  ADOT s e c t i o n s  
wh ich  were supposed t o  r e v i e w  the  d e s i g n  p l a n s ,  o n l y  one s u b m i t t e d  
comments on t i m e ,  t h e  o t h e r s  were 4 t o  52 days l a t e .  O the r  i m p o r t a n t  
ADOT e n g i n e e r i n g  s e c t i o n s  never  s u b m i t t e d  rev iew  comments a t  a l l .  
L a t e  comments a l s o  r e s u l t e d  i n  a  change o r d e r  t o  address  l andscap ing ,  
d e t o u r  c o n s t r u c t i o n  d e t a i l s ,  and t r a f f i c  s i g n  s t r u c t u r e  r e q u e s t s .  

L a t e  rev iews r e s u l t e d  i n  e x t r a  ADOT d e s i g n  and p r o j e c t  d e l a y s  on t h e  
40 th  S t r e e t  t r a f f i c  i n t e r c h a n g e  p r o j e c t .  An ADOT rev iew  s e c t i o n  
s u b m i t t e d  60 p e r c e n t  r e v i e w  comments t o  d e s i g n  c o n s u l t a n t s  a f t e r  
p r o j e c t  des igns  were comp le te .  These comments suggested s i g n i f i c a n t  
changes i n  t h e  d e s i g n ,  f o r c i n g  c o n s t r u c t i o n  d e l a y .  Correspondence 
f.rom an ADOT a d m i n i s t r a t o r  i n d i c a t e d  t h a t  had these  comments been 
r e c e i v e d  a t  o r  c l o s e  t o  t h e  a p p r o p r i a t e  t i m e ,  changes c o u l d  have been 
made r o u t i n e l y ,  w i t h  m in ima l  a d d i t i o n a l  c o s t .  I n  t h e  end,  ADOT s t a f f  
had t o  r e d e s i g n  p l a n s  t h e  c o n s u l t a n t  had been p a i d  t o  d e v e l o p .  

Acco rd ing  t o  t h e  East  Papago P r o j e c t  m o n i t o r ,  l a t e  rev iew  comments 
have r e s u l t e d  i n  change o r d e r s  on a l l  t h e  East  Papago highway 
s e c t i o n s .  For  example,  j u s t i f i c a t i o n  f o r  change o r d e r s  on the  second 
s e c t i o n  o f  t h e  East  Papago i n d i c a t e d  t h a t ,  i n  some cases,  necessary  
rev iews  were up t o  t h r e e  months l a t e .  I n  f a c t ,  t h e  change o r d e r s  
i n d i c a t e  l a t e  rev iews  a l s o  caused o t h e r  e lements  o f  t h e  d e s i g n  
development p r o c e s s  t o  go p o o r l y .  

The need t o  re -ana lyze  pavement d e s i g n  on an Ou te r  Loop Highway 
P r o j e c t  r e s u l t e d  i n  a $50,174 change o r d e r .  ADOT comments on t h e  
pavement d e s i g n  were l a t e  and,  because the  c o n s u l t a n t  had a l r e a d y  
completed the  d e s i g n ,  a  change o r d e r  was s u b m i t t e d  a u t h o r i z i n g  
payment app rova l  f o r  a d d i t i o n a l  work caused by l a t e  comments. 

Uniform Procedures and 
Written Guidelines are Necessary 

A t  t h e  t ime  o f  ou r  a u d i t ,  ADOT d e s i g n  rev iew  had been i n c o n s i s t e n t  

because t h e  Department  had n o t  e s t a b l i s h e d  and e n f o r c e d  f o r m a l ,  u n i f o r m  

p rocedures .  P r o j e c t  m o n i t o r s ,  f o r  example,  d i d  n o t  have s t a n d a r d  

p rocedures  i n d i c a t i n g  who s h o u l d  rev iew  des igns  a t  each s tage  i n  t h e  

d e s i g n  development p r o c e s s .  Consequen t l y ,  some p r o j e c t  m o n i t o r s  



d i s t r i b u t e d  p l a n s  and o t h e r  d e s i g n  documents f o r  r e v i e w  a t  t he  3 0 ,  60 .  

and 90 p e r c e n t  c o m p l e t i o n  s t a g e s ,  whi l e  o t h e r s  d i d  n o t .  D i s t r i c t  o f f i c e  

invo lvement  i n ,  and r e s p o n s i b i l i t y  f o r ,  d e s i g n  r e v i e w  had a l s o  n o t  been 

c l a r i f i e d .  On some p r o j e c t s ,  d i s t r i c t s  had n o t  p a r t i c i p a t e d  i n  d e s i g n  

rev iew  u n t i l  l a t e  i n  t he  development p rocess .  

ADOT has responded t o  t h i s  p rob lem by p r e p a r i n g  a  comprehensive manual on 

the  h ighway development p r o c e s s ,  wh ich  i t  p l a n s  t o  f i n a l i z e  and implement 

i n  t h e  summer o f  1990.  A c c o r d i n g  t o  t he  Deputy S t a t e  Eng inee r  f o r  

Highway Development,  t h e  manua l ,  w h i c h  has been under development s i n c e  

February  1989,  w i l l  g r e a t l y  improve t h e  c u r r e n t  p rocess  i n  two d i s t i n c t  

ways. F i r s t ,  i t  p r o v i d e s  a  u n i f o r m  rev iew  p rocess  f o r  a l l  h ighway d e s i g n  

p r o j e c t s .  Second ly ,  i t  c l e a r l y  d e f i n e s  and e s t a b l i s h e s  s p e c i f i c  

g u i d e l i n e s  f o r  each d e s i g n  r e v i e w  s tage and o u t l i n e s  the  s p e c i f i c ,  

f o r m a l i z e d  r e s p o n s i b i l i t i e s  o f  p r o j e c t  m o n i t o r s  a t  each s t a g e .  

To supplement t h e  manual , ADOT has a  l so deve loped a  po l  i  cy memorandum on 

d i s t r i c t  invo lvement  i n  d e s i g n  r e v i e w .  The memorandum ( w h i c h  was 

implemented i n  A p r i l  1990) w i l l  r e q u i r e  d i s t r i c t  i nvo l vemen t  i n  each 

s tage  o f  t he  d e s i g n  p rocess  -- t h e  development and r e v i e w  o f  p r e - d e s i g n  

documents ( i . e . ,  p r o j e c t  assessments) ,  t h e  rev iew  o f  a l l  d e s i g n  p l a n s  and 

documents, and p a r t i c i p a t i o n  i n  a l l  d e s i g n - r e l a t e d  f i e l d  s i t e  v i s i t s .  

A d d i t i o n a l  e f f o r t s  -- Wh i l e  ADOT's highway development manual and p o l i c y  

memorandum on d i s t r i c t  invo lvement  w i l l  address  many o f  t h e  d e f i c i e n c i e s  

we i d e n t i f i e d ,  t h e  Department may w i s h  t o  c o n s i d e r  a d d i t i o n a l  measures t o  

promote a  more e f f e c t i v e  d e s i g n  rev iew  p rocess .  The manua l ,  f o r  example ,  

does n o t  s p e c i f y  how much t ime  ADOT w i l l  a l l o w  f o r  d e s i g n  r e v i e w .  I n  

many cases,  t h e  Department  has a l l o w e d  two weeks f o r  s e c t i o n  s t a f f  t o  

rev iew  d e s i g n  p l a n s  and documents.  U n i t  s t a f f  and d e s i g n  managers have 

s t a t e d  two weeks a r e  n o t  a lways  s u f f i c i e n t  t o  accomp l i sh  r e v i e w ,  

e s p e c i a l l y  when they  have compet ing  p r i o r i t i e s .  The s t a f f  a l s o  i n d i c a t e d  

t h r e e  t o  f o u r  weeks may be necessary  f o r  adequate and comple te  d e s i g n  

r e v i e w .  C o n s u l t a n t s  we spoke w i t h  a l s o  agree t h a t  t h e  two-week rev iew  

p e r i o d  may n o t  be adequate .  They suggested a  l ~ n g e r  p e r i o d  s h o u l d  be 

p lanned when f i r s t  d e v e l o p i n g  a  p r o j e c t  schedu le .  



As ADOT r e v i e w e r s  have no t  a lways  s u b m i t t e d  t h e i r  comments on t i m e ,  and 

some have no t  responded a t  a l l ,  ways t o  f a c i l i t a t e  t i m e l y  response and 

p a r t i c i p a t i o n  i n  t h e  des ign  rev iew  p rocess  s h o u l d  a l s o  be c o n s i d e r e d .  

C u r r e n t  p rocedures  r e l y  h e a v i l y  on i n d i v i d u a l  desk rev iews  and submiss ion  

o f  d e t a i l e d  w r i t t e n  comments. T h i s  can be t e d i o u s  and t ime  consuming f o r  

those r e v i e w i n g  d e s i g n s .  

To m i n i m i z e  t h i s  p rob lem,  t h e  Co lorado Department  o f  T r a n s p o r t a t i o n  has 

deve loped a  method t h a t  reduces r e l i a n c e  on i n d i v i d u a l  w r i t t e n  comments. 

P l a n s  a r e  d i s t r i b u t e d  i n  advance and r e v i e w e r s  a t t e n d  mee t ings  i n  wh ich  

a l l  comments a r e  d i s c u s s e d .  Mee t ings  a r e  o r g a n i z e d  so e n g i n e e r s  f rom 

s i m i l a r  d i s c i p l i n e s  meet a t  t h e  same t ime  t o  d i s c u s s  a reas  o f  common 

r e s p o n s i b i l i t y .  D u r i n g  m e e t i n g s ,  d e t a i l e d  n o t e s  a r e  taken  and a l l  

comments reco rded .  A c c o r d i n g  t o  Co lorado highway o f f i c i a l s ,  a t t e n d a n c e  

a t  these mee t ings  has been h i g h  and the  p rocess  has been e f f e c t i v e .  ADOT 

may be a b l e  t o  promote g r e a t e r  and more t i m e l y  p a r t i c i p a t i o n  i n  d e s i g n  

rev iew  by a d o p t i n g  s i m i l a r  p r o c e d u r e s .  

RECOMMENDATIONS 

1 .  The Department s h o u l d  adopt  t h e  p o l i c y  and g u i d e l i n e s  mandated i n  t h e  

Highway Development G r o u p ' s  d e s i g n  rev iew  d r a f t  manua l .  

2 .  The Department a l s o  needs t o  c o n s i d e r  a d d i t i o n a l  ways t o  s t r e n g t h e n  

t h e  d e s i g n  rev iew  p r o c e s s .  S p e c i f i c a l l y ,  t hey  s h o u l d :  

a .  a l l o w  more t i m e  f o r  r e v i e w e r s  t o  submi t  comments, and 

b .  adopt  methods r e d u c i n g  r e l i a n c e  on i n d i v i d u a l  w r i t t e n  comments 



ADOT NEEDS - - A MORE EFFECTIVE SYSTEM 

FOR MANAGING DESIGN COSTS 

ADOT's f i n a n c i a l  management o f  t h e  urban highway d e s i g n  p rocess  needs t o  

be s t r e n g t h e n e d .  Des ign  c o s t s  i nc reased  s u b s t a n t i a l l y  d u r i n g  t h e  f i r s t  

f o u r  y e a r s  o f  t he  Urban Highway Program. Ra the r  t han  s t r i c t  adherence t o  

p r o j e c t  b u d g e t s ,  u n t i l  r e c e n t l y ,  emphasis has been p l a c e d  on m e e t i n g  b i d  

schedu les  and s a t i s f y i n g  c i t i z e n  r e q u e s t s .  Lack o f  adequate f i n a n c i a l  

i n f o r m a t i o n  on p r o j e c t  budge ts  and e x p e n d i t u r e s  has a l s o  f u r t h e r  l i m i t e d  

ADOT's a b i l i t y  t o  m o n i t o r  and c o n t r o l  d e s i g n  c o s t s .  

Substantial Design 
Cost increases 

Urban highway d e s i g n ,  l i k e  t h e  program as a  who le ,  has had s u b s t a n t i a l  

c o s t  i n c r e a s e s .  A n a l y s i s  o f  t h e  reasons f o r  these i n c r e a s e s  sugges ts  

some o r i g i n a l  d e s i g n  budge ts  u n d e r s t a t e d  funds needed t o  comple te  d e s i g n  

work ,  w h i l e  o t h e r  budgets  f a v o r e d  mee t ing  schedu les  over  c o s t  c o n t r o l .  

Program costs  increase - The c u r r e n t  p r o j e c t e d  c o s t  t o  comple te  t h e  

20-year Urban Highway Program i s  c o n s i d e r a b l y  h i g h e r  t han  t h e  1985 

e s t i m a t e  o f  a p p r o x i m a t e l y  $ 3 . 2  b i l l i o n .  A d j u s t e d  f o r  i n f l a t i o n ,  t h i s  

1985 e s t i m a t e  r e p r e s e n t s  a p p r o x i m a t e l y  $3 .9  b i  l  l  i o n .  ADOT c u r r e n t l y  

p r o j e c t s  t h e  c o s t  o f  t h e  Program t o  be $6 .1  b i  I l i o n  i n  1989 do1 l a r s , ( l )  

o r  a  56 p e r c e n t  c o s t  i n c r e a s e . ( 2 )  

( 1 )  A c c o r d i n g  t o  ADOT s t a f f ,  t h e  f o l l o w i n g  a r e  some o f  t h e  reasons f o r  t h e  i n c r e a s e :  i n  

1985 ADOT u n d e r e s t i m a t e d  some c o s t s ;  r i g h t - o f - w a y  c o s t  e s t i m a t e s  have doub led ;  
t r a f f i c  p r o j e c t i o n s  have i n c r e a s e d  on average 90 p e r c e n t ;  t h e  number o f  m i l e s  

depressed be low grade has more t h a n  doub led ;  a d d i t i o n a l  m id -m i l e  b r i d g e s  and f u l l y  
d i r e c t i o n a l  i n t e r c h a n g e s  a r e  b e i n g  des igned and c o n s t r u c t e d ;  and d r a i n a g e  r e q u i  r e r n e ~ t s  

i n c r e a s e d .  
( 2 )  T h i s  i n c r e a s e ,  combined w i t h  an expected revenue s h o r t f a l l ,  r e s u l t s  i n  a  need f o r  

a d d i t i o n a l  f u n d i n g  t o  comp le te  t h e  proposed system. P r o j e c t e d  revenues f o r  t h e  

20-year l i f e  o f  t h e  Urban Highway Program have decreased each y e a r  s i n c e  t h e  e x c i s e  

t a x  l e g i s l a t i o n  was enac ted  i n  1985. T o t a l  p r o j e c t e d  revenues i n  f i s c a l  y e a r  1986 
were $6.009 b i l l i o n ;  by f i s c a l  yea r  1989 t h i s  e s t i m a t e  had decreased t o  $4.049 
b i l l i o n .  Tak ing  bond p roceeds ,  d e b t  s e r v i c e ,  and o t h e r  revenues i n t o  accoun t ,  t h e  

t o t a l  revenue a v a i l a b l e  t o  t h e  Urban Highway S e c t i o n  becomes $3.2 b i l l i o n  (1989 
d o l l a r s ) .  Thus, $2.9 b i l l i o n  o f  t h e  $6.1 b i l l i o n  c o s t  remains  unfunded.  



D e s i g n  p r o j e c t s ,  l i k e  o t h e r  e lements  o f  t he  Urban Highway Program, have 

a l s o  e x p e r i e n c e d  c o s t  i n c r e a s e s .  Because a p p r o x i m a t e l y  95 p e r c e n t  o f  t he  

d e s i g n  on t h e  Program w i l l  be comple ted by c o n s u l t a n t s ,  d e s i g n  c o s t  

i n c r e a s e s  a r e  due p r e d o m i n a t e l y  t o  i nc reased  c o n s u l t a n t  c o s t s .  

To d e t e r m i n e  t h e  magn i tude o f  and causes f o r  i nc reased  d e s i g n  c o s t s ,  

A u d i t o r  General  s t a f f  r ev iewed  budget  d a t a  f o r  a l l  open u rban  highway 

d e s i g n  p r o j e c t s  as o f  November 1989.  Of t h e  59 p r o j e c t s  i d e n t i f i e d  

t h r o u g h  ADOT's Transpor  t a t  i o n  Account i ng System (TRACS), 12  p r o j e c t s  

o r i g i n a l l y  t o t a l i n g  a p p r o x i m a t e l y  $25  m i l l i o n ,  had budget  i n c r e a s e s  o f  

more than  25  p e r c e n t  o r  g r e a t e r  t han  $100 ,000 (1 ) ,  and c o n t r a c t  change 

o r d e r s  t o t a l i n g  a p p r o x i m a t e l y  $55  m i l l i o n .  Thus,  t h e  t o t a l  c o s t  o f  t he  

p r o j e c t s  r e p r e s e n t e d  by these  c o n t r a c t s  i nc reased  218 p e r c e n t .  Tab le  1 

(page 1 3 )  shows s p e c i f i c  c o n t r a c t  amounts and t o t a l  change o r d e r s  f o r  the  

con t  r ac  t s  rev  i  ewed . 

( 1 ) Budget i nc reases  were determined by comparing " o r i g i n a l "  budgeted amounts t o  the  

" c u r r e n t "  budgeted amounts as s t a t e d  i n  ADOT's T r a n s p o r t a t i o n  Account ing System. As 

no ted  l a t e r ,  these budgeted amounts may n o t  be accura te .  



TABLE 1 

DESIGN COST INCREASES 
1 2  DESIGN CONTRACTS 

C o n t r a c t  C o n t r a c t  Change P e r c e n t  
D e s c r i p t i o n  -- Amount Orde rs  l nc rease  

NW Outer  Loop TI  $ 4 , 9 5 4 , 9 0 0  $ 2 , 6 1 5 , 0 0 9  5 2 . 7 8  
Outer  Loop TI @ S t a t e  R t .  360 3 , 9 2 4 , 3 0 0  2 , 9 5 8 , 8 7 5  75.40 
SE Loop & P r i c e  Rd 2 , 7 6 5 , 2 0 0  324,314 1 1 . 7 3  
Parad ise  C o r r i d o r  2 , 7 3 3 , 7 0 0  1 , 0 1 5 , 8 5 6  37.16 
1-10 & 99th Ave. TI  2 , 0 4 8 , 9 0 0  1  ,469,270 71 .71 
Squaw Peak G e n ' l  C o n s u l t a n t  1  ,829 ,300  5 , 6 0 7 , 3 7 8  ( a )  306 .53  
C o l t o n  Lane-NW Loop 1 , 7 1 6 , 8 0 0  2 , 1 5 8 , 4 7 2  125 .73  
Hohokam-Sky Harbor  I n t e r c h a n g e  1 , 4 8 0 , 2 0 0  779,114 5 2 . 6 4  
Oute r  Loop Mgmt C o n s u l t a n t  2 , 3 9 3 , 7 5 2  33 ,932 ,281  ( a )  1 , 4 1 7 . 5 4  
Squaw Peak E x t e n s i o n  823,681 481 ,836 58 .50  
Hohokam A r c h a e o l o g i c a l  266,800 3 , 2 6 8 , 5 0 0  ( a )  1 , 2 2 5 . 0 7  
E .  Papago Storm D r a i n  197 ,918  236,980 119 .74  

T o t a l  

( a )  Change o r d e r s  were l a r g e l y  f o r  a d d i t i o n a l  phases o f  m u l t i - p h a s e  work .  See d i s c u s s i o n  
be1 ow.  

Source :  A u d i t o r  Genera l  r e v i e w  o f  E n g i n e e r i n g  C o n s u l t a n t  S e r v i c e s  
c o n t r a c t  f i l e s  

Budgets  n o t  m e a n i n g f u l  - ADOT d i d  n o t  i n i t i a l l y  e s t a b l i s h  mean ing fu l  

budgets  f o r  some d e s i g n  p r o j e c t s .  Fo r  example,  t h r e e  o f  t h e  l a r g e s t  

change o r d e r  i n c r e a s e s  o c c u r r e d  because o r i g i n a l  p r o j e c t  budge ts  

rep resen ted  o n l y  t h e  i n i t i a l  phase o f  wo rk .  The $34 m i l l i o n  change o r d e r  

i nc rease  i n  t h e  O u t e r  Loop management c o n s u l t a n t  c o n t r a c t  r e f l e c t s  t h i s  

p rob lem.  The o r i g i n a l  budgeted amount was f o r  t h e  development o f  a  

gene ra l  d e s i g n ,  and r e p r e s e n t e d  o n l y  t h e  f i r s t  phase o f  a  m u l t i - p h a s e  

p r o j e c t .  A l t h o u g h  t h e  a d d i t i o n a l  phases were a n t i c i p a t e d  a t  t he  t i m e  

t h i s  c o n t r a c t  was deve loped ,  t hey  were n o t  r e f l e c t e d  i n  t h e  o r i g i n a l  

budget  f i g u r e s .  The budget  was s i g n i f i c a n t l y  exceeded when t h e  

subsequent phases were implemented by n e g o t i a t i n g  change o r d e r s  w i t h  t h e  

c o n s u l t a n t .  



L i k e w i s e ,  most o f  t h e  $ 5 . 6  mi l l i o n  change o r d e r  i n c r e a s e  f o r  t h e  Squaw 

Peak genera l  c o n s u l t a n t  c o n t r a c t  was needed t o  pay f o r  an a d d i t i o n a l  

phase o f  t h i s  m u l t i - p h a s e  p r o j e c t .  The $ 3 . 2  m i l l i o n  i n c r e a s e  i n  t h e  

Hohokam A r c h a e o l o g i c a l  c o n t r a c t  was a l s o  t h e  r e s u l t  o f  a d d i t i o n a l  t e s t i n g  

and d a t a  r e c o v e r y  n o t  i n c l u d e d  i n  t h e  f i r s t  phase o f  t h e  p r o j e c t .  

Meeting schedules a priority - For  t h e  remai n i  ng 9  c o n t r a c t s ,  a d d r e s s i n g  

c i t i z e n  r e q u e s t s  and m a i n t a i n i n g  p r o j e c t  schedu les  t o o k  precedence ove r  

o r i g i n a l  budge ta ry  i s s u e s .  Des ign  changes made i n  response t o  p u b l i c  

concerns were t h e r e f o r e  a  p r i m a r y  f a c t o r  i n  a t  l e a s t  p o r t i o n s  o f  t hese  

cos t  i n c r e a s e s . ( ' )  ADOT o r i g i n a l l y  budgeted f o r  " b a s i c "  f r eeways .  

Because t h e  o r i g i n a l  budge ts  d i d  n o t  a n t i c i p a t e  t h e  p u b l i c  and m u n i c i p a l  

concerns r a i s e d  l a t e r ,  more f reeway m i l e s  depressed be low  g rade  had t o  be 

designed than were o r i g i n a l l y  p l a n n e d ,  and more l o c a t i o n  and d e s i g n  

a l t e r n a t i v e s  had t o  be s t u d i e d  and deve loped .  ADOT v iewed  these changes 

as necessa ry ,  i n  p a r t ,  t o  keep p r o j e c t s  on s c h e d u l e .  

Meet ing  schedu les  w i t h  o r i g i n a l  budge ts  p roved  a  monumental t a s k .  When 

the  Urban Highway S e c t i o n  was c r e a t e d ,  ADOT management p r e s s u r e d  i t  t o  

meet a  r i g o r o u s  c o n s t r u c t i o n  b i d  d a t e  s c h e d u l e .  ( A l t h o u g h  the  h a l f - c e n t  

s a l e s  tax  p r o p o s i t i o n  was n o t  passed u n t i l  e a r l y  October  1985,  

c o n s t r u c t i o n  was o r i g i n a l l y  schedu led  t o  b e g i n  on a l l  s i x  p r o j e c t s  i n  

1986 -- the  f i r s t  i n  t h e  " e a r l y  p a r t  o f  t he  1986 , "  t h e  " f i n a l  f reeway i n  

January 1987 . " )  A t  t h a t  t i m e ,  w i t h  o n l y  f o u r  s t a f f ,  t h e  Urban Highway 

S e c t i o n  was expec ted  t o  deve lop  p l a n s  f o r  a l l  s i x  f reeway s e c t i o n s  so 

c o n s t r u c t i o n  c o u l d  b e g i n  i n  e a r l y  1986.  

To accompl ish  t h i s  g o a l ,  ADOT had t o  h i r e  o u t s i d e  d e s i g n  and management 

c o n s u l t a n t s  t o  e x p e d i t e  t h e  d e s i g n  p r o c e s s .  ( I t  c u r r e n t l y  t akes  27 weeks 

t o  award a  d e s i g n  c o n t r a c t . )  O r i g i n a l  p r o j e c t  b u d g e t s ,  e s t a b l i s h e d  by 

ADOT immedia te ly  a f t e r  passage o f  t h e  h a l f - c e n t  s a l e s  t a x ,  d i d  n o t  

a n t i c i p a t e  f u t u r e  changes t h a t  wou ld  be reques ted  by  c i t i z e n  g roups  and 

m u n i c i p a l i t i e s  -- changes t h a t  wou ld  cause b o t h  d e l a y s  and c o s t  

( 1 )  C i t i z e n  i n p u t  i s  n o t  t h e  o n l y  f a c t o r  p r e c i p i t a t i n g  c o s t  i n c r e a s e s .  Some c o s t  

i n c r e a s e s  may be i n i t i a t e d  by ADOT i n  o r d e r  t o  reduce  c o n s t r u c t i o n  c o s t s  l a t e r .  By 

c o n t r a s t ,  some c o s t  i n c r e a s e s  may have been unnecessary  and a v o i  dab1 e .  ( F o r  exampl e ,  

see F i n d i n g  I ,  pages 6 t h r o u g h  7 . )  



i nc reases .  I n  some i n s t a n c e s ,  when f o r c e d  t o  make a  c h o i c e  between 

o r i g i n a l  budgets  and s c h e d u l e s ,  management p l a c e d  g r e a t e r  emphasis on 

mee t ing  schedu les  than  on adherence t o  budget  l i m i t a t i o n s .  

Lack of Adequate - 

Financial Information 

Compounding t h i s  p rob lem,  ADOT has no t  had adequate f i n a n c i a l  i n f o r m a t i o n  

a v a i l a b l e  on i n d i v i d u a l  p r o j e c t  budge ts  and e x p e n d i t u r e s .  ADOT1s 

T r a n s p o r t a t i o n  Accoun t i ng  System (TRACS) and o t h e r  f i n a n c i a l  t o o l s  

a v a i l a b l e  t o  program managers d i d  n o t  p r o v i d e  a c c u r a t e  and t i m e l y  budget  

and e x p e n d i t u r e  i n f o r m a t i o n  t h a t  may have h e l p e d  r e s t r a i n  c o s t  i n c r e a s e s  

by  e n a b l i n g  urban highway managers t o  assess  t h e  impact  o f  c i t i z e n  and 

m u n i c i p a l  reques ts  on o v e r a l l  f reeway b u d g e t s .  

D e c i s i o n s  made w i t h o u t  needed i n f o r m a t i o n  - F i v e  c o r r i d o r  e n g i n e e r s  

oversee des ign  o f  t h e  Urban Highway Program, and a r e  r e s p o n s i b l e  f o r  

s u p e r v i s i n g  highway d e s i g n  b u d g e t s .  They rev iew  work pe r fo rmed  by  

e n g i n e e r i n g  c o n s u l t a n t s  under c o n t r a c t  w i t h  t h e  Depar tmen t ,  and recommend 

c o n t r a c t  m o d i f i c a t i o n s  and change o r d e r  a p p r o v a l s .  They a r e  a l s o  

r e q u i r e d  t o  s i g n  a  s ta tement  c e r t i f y i n g  funds a r e  a v a i l a b l e  t o  pay f o r  

change o r d e r s .  Some c rossed  o u t  o r  m o d i f i e d  t h i s  s t a t e m e n t  because they  

do no t  r e c e i v e  t h e  d e t a i l e d  f i n a n c i a l  i n f o r m a t i o n  necessa ry  t o  p r o p e r l y  

assess t h e  impact o f  change o r d e r s .  

C o r r i d o r  eng inee rs  a r e  unab le  t o  m o n i t o r  p r o j e c t  b u d g e t s  th rough  

f i n a n c i a l  i n f o r m a t i o n  o b t a i n e d  f rom TRACS, because:  

A t  t h e  t ime o f  ou r  a u d i t ,  TRACS d i d  n o t  have a  " r o l l - u p "  c a p a b i l i t y  
so t h a t  budget  and e x p e n d i t u r e  d a t a  f o r  each s e c t i o n  o f  a  h ighway 
c o u l d  be accumulated and r e p o r t e d  f o r  t h e  highway as a  w h o l e .  ADOT 
was w o r k i n g  t o  deve lop  t h i s  c a p a b i l i t y  and p roduced  i t s  f i r s t  
p r o t o t y p e  r e p o r t  i n  May 1990. C o r r i d o r  e n g i n e e r s  t h e r e f o r e  cannot  
rev iew budget v a r i a n c e s  f o r  an e n t i r e  highway and a n a l y z e  t h e  e f f e c t s  
o f  a  des ign  change i n  one s e c t i o n  on t h e  o v e r a l l  h ighway b u d g e t .  The 
TRACS f e a t u r e  wh ich  would a l  low these r o l  l -ups t o  o c c u r  wi l  l n o t  be 
o p e r a t i o n a l  u n t i l  n e x t  f i s c a l  y e a r .  

@ Cu r ren t  des ign  p r o j e c t  budge ts  a r e  s t i l l  n o t  m e a n i n g f u l  f o r  f i n a n c i a l  
c o n t r o l  purposes.  Most p r o j e c t s  have exceeded t h e i r  c u r r e n t  budget  
amounts because o r i g i n a l  budgets  had n o t  been u p d a t e d .  C o n t r a c t  



o b l i g a t i o n s  ( t h e  sum o f  t h e  c o n t r a c t  and change o r d e r  amount) were ,  
on ave rage ,  33 p e r c e n t  h i g h e r  than c u r r e n t  budget  v a l u e s .  One 
c o n t r a c t  -- w i t h  a  c u r r e n t  budget  o f  $18.7  m i l l i o n  -- had o b l i g a t i o n s  
o f  more than  $35 m i l l i o n .  Measu r ing  e x p e n d i t u r e s  a g a i n s t  budge ts  i s  
l e s s  m e a n i n g f u l  when budge ts  have a l r e a d y  been exceeded.  

Urban Highway management has n o t  p l a y e d  a  s u f f i c i e n t l y  a c t i v e  r o l e  i n  
d e f i n i n g  and u p d a t i n g  budget  i n f o r m a t i o n .  Budgets  a r e  e s t a b l i s h e d  by 
A d m i n i s t r a t i v e  S e r v i c e s  D i v i s i o n  s t a f f .  The s t a f f  base c u r r e n t  
budget  amount on c o n t r a c t  amount. No c o n t i n g e n c i e s  f o r  change o r d e r s  
o r  i ncomp le te  p r o j e c t  scopes a r e  i n c l u d e d .  

The system l a c k s  a c c u r a t e  d a t a .  Some d e s i g n  c o n t r a c t s  have more than 
one TRACS p r o j e c t  number, and TRACS d e s c r i p t i o n s  a r e  o f t e n  
m i s l e a d i n g .  As a  r e s u l t ,  TRACS d e s c r i p t i o n s  may n o t  match c o n t r a c t  
d e s c r i p t i o n s ,  and e x p e n d i t u r e s  may be charged t o  t h e  wrong TRACS 
account  . 

Urban Highway s t a f f  a r e  a d d r e s s i n g  f i n a n c i a l  d e f i c i e n c i e s  - To improve 

f i n a n c i a l  management o f  t h e  program,  Urban Highway s t a f f  a r e  a d d r e s s i n g  

some o f  t h e  TRACS d e f i c i e n c i e s .  D u r i n g  our  a u d i t ,  Urban Highway s t a f f  

i nc reased  t h e i r  e f f o r t s  t o  i d e n t i f y  and implement TRACS p r o j e c t  

d e s c r i p t i o n s  and r e p o r t  f o rma t  enhancements. ADOT s t a f f ,  f o r  example,  

a r e  r e v i e w i n g  a l l  p r o j e c t s  t o  ensure  TRACS d e s c r i p t i o n s  match p r o j e c t  

d e s c r i p t i o n s ,  and e x p e n d i t u r e s  a r e  n o t  b e i n g  cha rged  t o  t h e  wrong 

accoun t .  As o f  l a t e  January  1990,  60 p e r c e n t  o f  t h e  TRACS p r o j e c t  

numbers had been rev iewed .  A t  t h e  end o f  our  a u d i t ,  ADOT formed a  

commit tee t o  p l a n  and s u p e r v i s e  a  more e x t e n s i v e  TRACS c lean-up e f f o r t .  

A d d i t i o n a l l y ,  ADOT' i s  i n s t i t u t i n g  t r a i n i n g  requ i remen ts  f o r  a l l  c o r r i d o r  

e n g i n e e r s .  

U n t i l  r e c e n t l y ,  Urban Highway managers have made d e s i g n  d e c i s i o n s ,  

r e s u l t i n g  i n  c o s t  i n c r e a s e s ,  w i t h o u t  t h e  a b i l i t y  t o  e v a l u a t e  and d i s c u s s  

w i t h  c i t i z e n  g roups  and m u n i c i p a l i t i e s  the  impact o f  t hese  d e c i s i o n s  on 

p r o j e c t ,  h ighway ,  and o v e r a l l  program budge ts .  However,  new TRACS 

f i n a n c i a l  enhancements s h o u l d  a l l o w  c o r r i d o r  e n g i n e e r s  t o  e v a l u a t e  such 

d e c i s i o n s .  A " r o l l - u p "  c a p a b i l i t y ,  f o r  example,  wou ld  p r o v i d e  budget  

v a r i a n c e  i n f o r m a t i o n  t h a t  c o u l d  a s s i s t  c o r r i d o r  e n g i n e e r s  i n  d e t e r m i n i n g  

t h e  o v e r a l l  impact  o f  any d e s i g n  changes.  C o r r i d o r  e n g i n e e r s  c o u l d  a l s o  

use t h i s  i n f o r m a t i o n  t o  r e j e c t  s i g n i f i c a n t  c o s t  changes,  o r  suggest  l e s s  

expens ive  a l t e r n a t i v e s .  



RECOMMENDATIONS 

1 .  ADOT shou ld  deve lop  more r e a l i s t i c  p r o j e c t  d e s i g n  budge ts  and update  

budge ts  on a  more t i m e l y  b a s i s .  

2 .  Urban Highway s t a f f  s h o u l d  c o n t i n u e  t o  deve lop  f i n a n c i a l  t o o l s  t h a t  

p r o v i d e  a c c u r a t e  budget  and e x p e n d i t u r e  d a t a  so d e c i s i o n s  a f f e c t i n g  

d e s i g n  c o s t  i n c r e a s e s  can be made i n  v i e w  o f  t h e i r  impact  on 

i n d i v i d u a l  p r o j e c t ,  h ighway ,  and o v e r a l l  Urban Program b u d g e t s .  

3 .  Urban Highway s t a f f  s h o u l d  i ssue  an annual  r e p o r t  e x p l a i n i n g  

s i g n i f i c a n t  v a r i a n c e s  between highway budge ts  and e x p e n d i t u r e s .  



FINDING Ill 

ADOT - M A Y  BE ABLE TO REDUCE COSTS 

BY MAKING ITS CONSULTANT PROCUREMENT ----- 

PROCESS MORE -- COMPETITIVE 

The Department may be a b l e  t o  reduce c o s t s  t h r o u g h  a  more c o m p e t i t i v e  

approach i n  s e l e c t i n g  c o n s u l t a n t s .  A r e v i e w  o f  c o n t r a c t  f i  l e s  i n d i c a t e d  

t h a t  t he  Department  f o l l o w s  sound procurement  p r a c t i c e s  i n  a d v e r t i s i n g  

and i n  i t s  use o f  commi t tees  t o  r e v i e w  p r o p o s a l s  i n  s e l e c t i o n  o f  

c o n s u l t a n t s .  However, ADOT c o u l d  p o t e n t i a l l y  reduce c o s t s  by i n t r o d u c i n g  

some cos t  c o m p e t i t i o n  p r i o r  t o  c o n s u l t a n t  s e l e c t i o n .  I n  a d d i t i o n ,  ADOT 

s h o u l d  c o n s i d e r :  1 )  d i s c l o s i n g  i t s  p o l i c y  o f  s p r e a d i n g  work among f i r m s ,  

and 2 )  a d o p t i n g  procurement  r u l e s  f o r  e n g i n e e r i n g  c o n s u l t a n t  s e r v i c e s .  

Scope o f  consu l tan t  q rocu remen t  - ADOT's Highway Development Group 

c o n t r a c t s  c o n s u l t a n t  s e r v i c e s  i n c l u d i n g  h ighway d e s i g n  and d r a w i n g s ,  

landscape d e s i g n ,  and b r i d g e  and s t r u c t u r a l  d e s i g n s .  I n  f a c t ,  t h e  

m a j o r i t y  o f  t h e  new u rban  highway system d e s i g n  i s  b e i n g  deve loped by 

c o n s u l t a n t s .  I n  a d d i t i o n ,  t h e  Department  c o n t r a c t s  c o n s u l t a n t s  t o  

p r o v i d e  o t h e r  s e r v i c e s  r e l a t e d  t o  o r  needed f o r  h ighway d e s i g n  and 

c o n s t r u c t i o n .  For  example ,  ADOT awards c o n t r a c t s  t o  c o n s u l t a n t s  t o  

p e r f o r m  a r c h a e o l o g i c a l  su rvey  and d a t a  c o l l e c t i o n .  The Highway 

Development Group ' s  E n g i n e e r i n g  C o n s u l t a n t  S e r v i c e s  (ECS) S e c t i o n  

a d m i n i s t e r s  t h e  p r o c e s s  used f o r  h i r i n g  c o n s u l t a n t s .  As o f  September 27 ,  

1989, ADOT had c u r r e n t  c o n t r a c t s  o f  a p p r o x i m a t e l y  $325 m i l l i o n  f o r  

d e s i g n - r e l a t e d  s e r v i c e s  -- d e s i g n  e n g i n e e r i n g ,  a r c h a e o l o g i c a l  s e r v i c e s ,  

and management c o n s u l t a n t s .  

Sound Procurement 
Practices Followed 

ADOT's Highway Development Group adheres t o  sound procurement  p r a c t i c e s  

i n  t h e  s e l e c t i o n  o f  c o n s u l t a n t s .  The ECS S e c t i o n  c o n s i s t e n t l y  f o l l o w s  



p r e s c r i b e d  p rocedures ,  and a l l  a c t i o n s  a r e  w e l l  documented i n  c o n t r a c t  

f i l e s .  The Department  a l s o  c o n s i s t e n t l y  uses a p p r o p r i a t e  s t a f f  

commit tees t o  e v a l u a t e  p r o p o s a l s .  

To o b t a i n  an e n g i n e e r i n g  c o n s u l t a n t ,  ADOT p u b l i c l y  a d v e r t i s e s  and i n v i t e s  

q u a l i f i e d  f i r m s  t o  submi t  s t a t e m e n t s  o f  i n t e r e s t .  These s t a t e m e n t s  a r e  

then e v a l u a t e d  by a  s t a f f  commi t tee  wh ich  reduces t h e  number o f  

c o n s u l t a n t  c a n d i d a t e s  t o  a  " s h o r t  l i s t "  o f  s e v e r a l  f i r m s .  S h o r t - l i s t e d  

f i r m s  a r e  then i n v i t e d  t o  submi t  t e c h n i c a l  p r o p o s a l s  t h a t  a r e  e v a l u a t e d  

by  a  second s t a f f  p a n e l .  T h i s  second panel  t hen  ranks  these  f i r m s  and 

submi t s  i t s  recommendations t o  ADOT management. 

We rev iewed a  random sample o f  41 ECS c o n s u l t a n t  c o n t r a c t s  (abou t  50 

pe rcen t  o f  a l l  c o n t r a c t s  awarded d u r i n g  the  y e a r s  1987-89) t o  t e s t  ADOT's 

compl iance w i t h  i t s  i n t e r n a l  p rocedures  g o v e r n i n g  t h e  s e l e c t i o n  p r o c e s s .  

We found ADOT c o n s i s t e n t l y  f o l l o w s  we l l -documented procurement  

p rocedures .  On ly  one o f  t he  41 c o n s u l t a n t  c o n t r a c t s  examined d i d  n o t  

i n c l u d e  documenta t ion  o f  app rova l  w i t h  a p p r o p r i a t e  s i g n - o f f  by  s e l e c t i o n  

commit tee members and management. I n  a l l  excep t  one f i l e ,  c o n s u l t a n t  

p r o j e c t s  were a d v e r t i s e d  a t  l e a s t  t w i c e . ( ' )  I n  a d d i t i o n ,  we found 

m u l t i p l e  f i r m s  s u b m i t t i n g  s ta temen ts  o f  i n t e r e s t  i n  a  p r o j e c t ,  i n d i c a t i n g  

ADOT made i t s  s e l e c t i o n  f rom s e v e r a l  f i r m s .  

F u r t h e r ,  our  rev iew  i n d i c a t e s  ADOT r o u t i n e l y  uses s t a f f  commi t tees  t o  

e v a l u a t e  p r o p o s a l s ,  and c o n s i s t e n t l y  uses a  number o f  t e c h n i c a l  s t a f f  on 

t h e i r  s h o r t - l i s t  and s e l e c t i o n  p a n e l s .  P a r t i c i p a n t s  on b o t h  t h e  

s h o r t - - l i s t  and s e l e c t i o n  p a n e l s  i n c l u d e  v a r i o u s  s t a f f  f rom a p p r o p r i a t e  

ADOT e n g i n e e r i n g  s e c t i o n s ,  as w e l l  as s t a f f  f rom o t h e r  a g e n c i e s  

r e p r e s e n t i n g  a  p a r t i c u l a r  p r o j e c t .  P r o j e c t s ,  f o r  example,  i n v o l v i n g  

highway d e s i g n  th rough  a  n a t i o n a l  f o r e s t  i n c l u d e d  t h e  a p p r o p r i a t e  f e d e r a l  

s t a f f  as p a r t i c i p a n t s  on the  p a n e l .  

( 1 )  I n  b o t h  i n s t a n c e s ,  t h e  necessa ry  documen ta t i on  was l a c k i n g  i n  t h e  f i l e s  we r e v i e w e d .  

I t  i s  p o s s i b l e  t h a t  t h e  i n f o r m a t i o n  was m i s p l a c e d  as t h e r e  was no i n d i c a t i o n  o f  

p rob lems i n  t h e  o v e r a l l  s e l e c t i o n  p rocess  i n  t hese  cases.  



Evidence i n d i c a t e s  b o t h  p a n e l s  e v a l u a t e d  s ta temen ts  o f  i n t e r e s t  and 

t e c h n i c a l  p r o p o s a l s  on c l e a r l y - s t a t e d  c r i t e r i a ,  and ranked a p p l i c a n t s  on 

these c r i t e r i a .  I n  a d d i t i o n ,  management made c o n s u l t a n t  s e l e c t i o n s ,  i n  

most cases,  based on the  p a n e l ' s  r a n k i n g .  

Competition May 
Reduce Costs 

A l t h o u g h  ADOT g e n e r a l l y  f o l l o w s  sound procurement  p r a c t i c e s ,  c o s t  

c o m p e t i t i o n  p r i o r  t o  s e l e c t i o n  i s  l i m i t e d .  I n  a d d i t i o n ,  ADOT s h o u l d  

c o n s i d e r  d i s c l o s i n g  i t s  p o l i c y  o f  s p r e a d i n g  work among f i r m s  and a d o p t i n g  

a d m i n i s t r a t i v e  r u l e s  g o v e r n i n g  procurement  o f  e n g i n e e r i n g  s e r v i c e s .  

No cost competition - The D e p a r t m e n t ' s  c u r r e n t  procurement p rocess  does 

n o t  p r o v i d e  f o r  any c o s t  c o m p e t i t i o n  p r i o r  t o  s e l e c t i o n .  A l t hough  

c o n s u l t a n t s  must submi t  man-hour e s t i m a t e s ,  c o s t  p r o p o s a l s  a r e  n o t  

r e q u i r e d .  A f t e r  s e l e c t i n g  a  c o n s u l t a n t ,  ADOT n e g o t i a t e s  h o u r l y  r a t e s  and 

fees  based on h i s t o r i c a l  c o s t s .  T h i s  approach,  a  common p r a c t i c e  i n  t h e  

h ighway c o n s t r u c t i o n  i n d u s t r y ,  i s  p r e f e r r e d  by t h e  e n g i n e e r i n g  c o n s u l t i n g  

communi t y . ( l )  

T h i s  approach,  however,  a l s o  does n o t  ensure  ADOP pays a  c o m p e t i t i v e  

r a t e .  For  example,  ADOT n e g o t i a t e d  an overhead r a t e  o f  145 p e r c e n t  w i t h  

one f i r m .  L a t e r ,  d u r i n g  t h e  f i n a l  a u d i t ,  t h e  c o n t r a c t  a u d i t o r ' s  

p r e l i m i n a r y  work i n d i c a t e d  t h a t  t h e  f i r m ' s  overhead was a c t u a l l y  89 

p e r c e n t ,  The a u d i t o r s  d i d  n o t  pu rsue  f u r t h e r  work no r  r e p o r t  on t h e  

f i r m ' s  overhead because ADOT had a l r e a d y  n e g o t i a t e d  and agreed t o  an 

overhead r a t e  o f  145 p e r c e n t .  Thus,  ADOT may have p a i d  56 p e r c e n t  more 

overhead than  t h e  f i r m ' s  a c t u a l  r a t e  f o r  t h e  p r o j e c t .  A l t h o u g h  t h e  

department  has s i n c e  r e v i s e d  i t s  c o n t r a c t  language so t h a t  n e g o t i a t e d  

overhead r a t e s  a r e  now s u b j e c t  t o  change f o l l o w i n g  a  f i n a l  a u d i t ,  t h i s  

example suggests  n e g o t i a t i o n s  may n o t  p r o v i d e  t h e  lowest  r a t e s  t h a t  ADOT 

m i g h t  o b t a i n .  

( 1 )  T h i s  p r o c e s s  i s  a l s o  s u p p o r t e d  by  t h e  B r o o k s  A c t  f o r  f e d e r a l  h i ghway  p r o j e c t s .  



ADOT may be a b l e  t o  reduce c o s t s  by i n i t i a t i n g  some c o s t  c o m p e t i t i o n  

p r i o r  t o  s e l e c t i o n ;  p r o j e c t s  u s i n g  f e d e r a l  f unds ,  however,  m i g h t  r e q u i r e  

t h e  a p p r o v a l  o f  t h e  Federa l  Highways A d m i n i s t r a t i o n .  Agenc ies  cove red  by 

t h e  procurement code have t h e  o p t i o n  o f  s o l i c i t i n g  c o s t  p r o p o s a l s  f rom 

e n g i n e e r i n g  f i r m s  b e f o r e  making a  f i n a l  s e l e c t i o n .  A r i z o n a  Rev i sed  

S t a t u t e  $41-2578.D.2 a l l o w s  c o s t  p r o p o s a l s  t o  be s o l i c i t e d  f rom t h e  t h r e e  

top- ranked f i r m s ,  i f  c o n s i d e r a t i o n  o f  a  f ee  p roposa l  i s  deemed 

advantageous t o  t h e  S t a t e .  Wh i l e  no c o n t r a c t  may be awarded s o l e l y  on 

t h e  b a s i s  o f  p r i c e ,  c o s t  may be taken i n t o  c o n s i d e r a t i o n  i n  award ing  a  

c o n t r a c t  . 

G iven t h e  amount o f  funds c o n t r a c t e d  by t h e  Depar tment ,  i t  may be 

advantageous t o  c o n s i d e r  a  s i m i l a r  p rocedure  f o r  s e c u r i n g  e n g i n e e r i n g  

c o n s u l t a n t s .  The S t a t e  p u r c h a s i n g  o f f i c e  has found c o s t s  have been 

reduced when c o m p e t i t i o n  has been i n t r o d u c e d  i n t o  t h e  procurement  

p r o c e s s .  The S t a t e  p u r c h a s i n g  d i r e c t o r  i n d i c a t e d  i t  i s  a l s o  reasonab le  t o  

assume a  10 p e r c e n t  s a v i n g s  on p r o f e s s i o n a l  s e r v i c e s  c o n t r a c t s  by 

i n t r o d u c i n g  c o m p e t i t i o n .  W i t h  an e s t i m a t e d  budget  o f  $69,711,200 f o r  

1990,  a  c o s t  r e d u c t i o n  o f  o n l y  5 pe rcen t  c o u l d  r e s u l t  i n  an annual  

s a v i n g s  i n  e n g i n e e r i n g  c o n s u l t a n t  s e r v i c e s  o f  a lmos t  $3 .5  mi l l i o n .  

Acco rd ing  t o  t he  s t a t e  o f  M a r y l a n d ' s  genera l  s e r v i c e s  s e l e c t i o n  b o a r d  

r e p r e s e n t a t i v e ,  Mary land  implemented a  c o m p e t i t i v e  b i d  p r o c e s s  f o r  

a r c h i t e c t u r a l  and e n g i n e e r i n g  c o n s u l t a n t  s e r v i c e s  t h a t  p roved  h i g h l y  

e f f e c t i v e  i n  r e d u c i n g  t o t a l  c o n s t r u c t i o n  c o s t s .  I n  1986,  however ,  due t o  

o p p o s i t i o n  from a r c h i t e c t u r a l  and e n g i n e e r i n g  p r o f e s s i o n a l  g r o u p s ,  t h e  

s t a t e  r e t u r n e d  t o  a  n e g o t i a t e d  c o s t  p rocess  r e s u l t i n g  i n  i n c r e a s e d  

a r c h i t e c t u r a l  and e n g i n e e r i n g  c o n t r a c t  c o s t s  as a  pe rcen tage  o f  t o t a l  

c o n s t r u c t i o n  c o s t s .  

"Spreading the work around" pol  i cy  - I  n  add i  t i o n ,  ADOT shou l  d  c o n s i d e r  

d i s c l o s i n g  i t s  p o l i c y  o f  sp read ing  work among many e n g i n e e r i n g  f i r m s ,  

s i n c e  i t  may be u n f a i r  and c o s t l y  t o  some f i r m s .  

Acco rd ing  t o  ADOT o f f i c i a l s ,  t o  a v o i d  h i r i n g  two o r  t h r e e  i n t e r n a t i o n a l  

f i r m s  f o r  a l l  c o n s u l t a n t  w o r k ,  management has adopted an u n w r i t t e n  p o l i c y  

o f  " s p r e a d i n g  t h e  work a round . "  A l t hough  ADOT a l r e a d y  c o n s i d e r s  t h e  



c u r r e n t  wo rk load  o f  f i r m s  as a  s e l e c t i o n  c r i t e r i a ,  some f i r m s  may l a t e r  

be removed f rom f i n a l  c o n s i d e r a t i o n  i f  t hey  have had a  l a r g e  number o f  

c o n t r a c t s  w i t h  ADOT i n  t h e  past. A c c o r d i n g  t o  t h e  e x e c u t i v e  d i r e c t o r  o f  

t h e  A r i z o n a  C o n s u l t i n g  Eng inee rs  A s s o c i a t i o n ,  t hey  encouraged ADOT t o  

adopt  t h i s  u n w r i t t e n  p o l i c y ,  because they  f e l t  i t  was necessary  so t h a t  

A r i z o n a  f i r m s  wou ld  n o t  be l i m i t e d  f rom s e c u r i n g  c o n t r a c t s . ( ' )  

ADOT has e l i m i n a t e d  f i r m s  f rom c o n s i d e r a t i o n  based on t h e  amount o f  t h e  

f i r m ' s  p r i o r  work w i t h  ADOT. I n  15 o f  t h e  41 cases r e v i e w e d ,  management 

m o d i f i e d  t h e  s h o r t  l i s t  and e l i m i n a t e d  most o f  t h e  f i r m s  t h a t  had 

r e c e i v e d  s u b s t a n t i a l  work f rom ADOT i n  t h e  p a s t .  I n  6 o t h e r  cases ,  

management d e c i d e d  n o t  t o  award t h e  c o n t r a c t  t o  t h e  s e l e c t i o n  p a n e l ' s  t o p  

c h o i c e  because t h e  f i r m  had s u b s t a n t i a l  p r i o r  work .  

T h i s  p r a c t i c e  may be u n f a i r  t o  some f i r m s .  The use o f  h i s t o r i c a l  

wo rk load  as a f a c t o r  i s  n o t  men t i oned  i n  a d v e r t i s i n g  f o r  a  s p e c i f i c  

p r o j e c t .  On a  r e c e n t  landscape d e s i g n  p r o j e c t ,  we c o n t a c t e d  t h r e e  d e s i g n  

c o n s u l t a n t s  on t h e  s h o r t  l i s t ,  and found none had been n o t i f i e d  o f  t h e  

Depar tmen t ' s  u n o f f i c i a l ,  u n w r i t t e n  p o l i c y  o f  " s p r e a d i n g  t h e  work 

around. "  AI l  t h r e e  a l s o  f e l t  t h a t  b e i n g  e l i m i n a t e d  f rom f u t u r e  ADOT 

des ign  c o n t r a c t s  because o f  t h e i r  w o r k l o a d  was u n f a i r .  F u r t h e r ,  t hese  

c o n t r a c t o r s  i n d i c a t e d  they  m i g h t  h e s i t a t e  b e f o r e  b i d d i n g  on f u t u r e  ADOT 

c o n t r a c t s  a s ,  a l l  t h r e e  n o t e d ,  f i r m s  i n c u r  s u b s t a n t i a l  c o s t s  i n  p r e p a r i n g  

t e c h n i c a l  p r o p o s a l s .  One c o n t r a c t o r  i n d i c a t e d  h i s  f i r m  spent  $5,000 - 

$6,000 i n  d e v e l o p i n g  such p r o p o s a l s .  T h i s  f i r m  a l s o  f e l t  t h i s  

e x p e n d i t u r e  was e x c e s s i v e  when t h e  f i n a l  c o n t r a c t  amount was $50 ,000 ,  and 

the  f i r m ' s  chances o f  s e c u r i n g  t h e  c o n t r a c t  were s i g n i f i c a n t l y  reduced 

due t o  ADOT's u n w r i t t e n  p o l i c y .  

Rules may be needed - F i n a l l y ,  because ADOT i s  exempt f rom t h e  

procurement code,  and no o t h e r  s t a t u t o r y  p r o v i s i o n  o r  ADOT r u l e s  a p p l y  t o  

e n g i n e e r i n g  c o n s u l t a n t  s e r v i c e s ,  t h e  Department  i s  under no l e g a l  

( 1 )  An ADOT a n a l y s i s  o f  112 f i r m s  wh ich  a r e  c u r r e n t l y  a c t i v e  i n d i c a t e s  t h a t  45 p e r c e n t  a r e  
A r i zona  f i r m s ,  and 39 p e r c e n t  a r e  o u t - o f - s t a t e  f i r m s  wh ich  have e s t a b l i s h e d  and 

ma in ta ined  l o c a l  A r i z o n a  o f f i c e s  f o r  a t  l e a s t  f i v e  yea rs .  The r e m a i n i n g  f i r m s  a r e  

o u t - o f - s t a t e  f i r m s  wh ich  have m a i n t a i n e d  l o c a l  o f f i c e s  f o r  l e s s  than  f i v e  yea rs  ( 1 1  

p e r c e n t )  o r  have no A r i z o n a  o f f i c e  ( f i v e  pe rcen t . ) .  



o b l i g a t i o n  t o  c o n t i n u e  sound procurement  p r a c t i c e s .  Changes i n  pe rsonne l  

o r  management p o l i c i e s  c o u l d  r e s u l t  i n  d e t e r i o r a t i o n  o f  p rocurement  

p r a c t i c e s  t o  t h e  d e t r i m e n t  o f  t h e  S t a t e .  

Our rev iew  o f  ADOT's exempt ion  i n d i c a t e s  i t  was based on c o n s i d e r a t i o n  o f  

c o n s t r u c t i o n  c o n t r a c t i n g  f o r  w h i c h  ADOT had s e p a r a t e  s t a t u t e s  a t  t h e  t i m e  

t h e  code was adop ted .  However, ADOT has never  had s e p a r a t e  s t a t u t e s  f o r  

p r o c u r i n g  e n g i n e e r i n g  s e r v i c e s  - -  an a r e a  t h a t  has grown c o n s i d e r a b l y  i n  

terms o f  t h e  number o f  c o n t r a c t s  awarded s i n c e  the  code was adopted.  

Some l a r g e r  a g e n c i e s ,  exempt f rom the  procurement code ,  a r e  r e q u i r e d  t o  

adopt  a  r u l e  e s t a b l i s h i n g  procurement p rocedures  " s u b s t a n t i a l l y  

e q u i v a l e n t "  t o  p r o v i s i o n s  o f  t h e  code.  For example,  t h e  c o u r t s ,  t h e  

u n i v e r s i t y  sys tem,  and the  S t a t e  l o t t e r y  must a l l  adopt  a  procurement 

r u l e .  As ADOT f o l l o w s  procurement  p r a c t i c e s  c o n s i s t e n t  w i t h  t h e  code ,  

a d o p t i n g  such r u l e s  o r  an i n t e r n a l  p o l i c y  wou ld  n o t  appear un reasonab le  

nor  r e q u i r e  ADOT t o  make s u b s t a n t i a l  changes i n  p r e s e n t  p rocurement  

p rocedures .  

RECOMMENDATIONS 

1 .  ADOT s h o u l d  c o n t i n u e  t o  f o l l o w  p u b l i c  a d v e r t i s i n g ,  c o n s i s t e n t  

t e c h n i c a l  e v a l u a t i o n ,  and o t h e r  c u r r e n t  p r a c t i c e s  t h a t  have p r o v i d e d  

a  s t r o n g  procurement system f o r  d e s i g n  c o n s u l t a n t s .  

2 .  ADOT management shou ld  r e c o n s i d e r  i t s  p o l i c y  o f  " s p r e a d i n g  t h e  work 

a round , "  and i f  a  d e t e r m i n a t i o n  i s  made t o  c o n t i n u e  i t ,  t h i s  p o l i c y  

shou ld  be d i s c l o s e d  i n  a d v e r t i s i n g  and m a t e r i a l s  d i s t r i b u t e d  t o  

i n t e r e s t e d  f i r m s  and s e l e c t i o n  commit tee members, 

3 .  ADOT management shou ld  c o n s i d e r  i n t r o d u c i n g  some c o s t  c o m p e t i t i o n  

p r i o r  t o  s e l e c t i o n  o f  a  d e s i g n  c o n s u l t a n t .  

4 .  The L e g i s l a t u r e  may w i s h  t o  c o n s i d e r  r e q u i r i n g  ADOT t o  p romu lga te  

r u l e s  comparable t o  t h e  S t a t e ' s  procurement code f o r  depa r tmen ta l  

p u r c h a s i n g  n o t  covered by  o t h e r  l e g i s l a t i o n .  As an a l t e r n a t i v e ,  ADOT 

c o u l d  adopt  an i n t e r n a l  p o l i c y  a d d r e s s i n g  procurement  o f  e n g i n e e r i n g  

c o n s u l t a n t  s e r v i c e s .  



OTHER PERTINENT INFORMATION 

I n  response t o  Chapter  68 o f  t h e  1988 Sess ion  Laws, we deve loped o t h e r  

p e r t i n e n t  i n f o r m a t i o n  on s t a f f i n g  l e v e l s  f o r  highway d e s i g n .  

Design Staff Increases - 
Have Been Moderate 

I n  t h e  p a s t  f i v e  y e a r s ,  ADOT's Highway Development G r o u p ' s  s t a f f  

i nc reased  o n l y  m o d e r a t e l y  as a  d i r e c t  r e s u l t  o f  t h e  i n i t i a t i o n  and g rowth  

o f  t h e  Urban Highway Program.  The o v e r a l l  i n c r e a s e  i n  s t a f f i n g  (see 

Tab le  2 ,  be low ,  and Tab le  3 ,  page 2 6 )  and c o n s t r u c t i o n  program budgets  

(see Tab le  4 ,  page 26 )  i n d i c a t e s  s t a f f  has n o t  changed s i g n i f i c a n t l y ,  

even w i t h  a d d i t i o n a l  w o r k l o a d .  From f i s c a l  yea r  1985-86 th rough  1989-90 

t h e  Highway Development Group s t a f f  has i nc reased  o n l y  17 p e r c e n t .  

TABLE 2 

HIGHWAY DEVELOPMENT GROUP 
FTEs FOR FISCAL YEAR 1985-86 THROUGH 1989-90 

Sect i on - 1985-86 1986-87 1987-88 1988-89 1989-90 

A d m i n i s t r a t  i o n  3  
Research 0  
L o c a t  i o n  100 
Des i  gn 122 
R i g h t  o f  Way 135 
S t r u c t u r e s  6  1  
Loca l  Government ( a )  4  
P r o j e c t  S c h e d u l i n g  0 
Eng . Consul t a n t s ( a )  0  
Urban Highway 1  

TOTAL 426 -- 47 1  % glJ 

( a )  A f t e r  f i s c a l  y e a r  1986-87, FTEs ( f o u r  l o c a l  government and f i v e  e n g i n e e r i n g  

c o n s u l t a n t s )  were moved t o  t h e  u rban  h ighway and d e s i g n  s e c t i o n s .  

Sou rce :  A r i z o n a  Department  o f  T r a n s p o r t a t i o n ,  Highway Development Group, 
F e b r u a r y ,  1990.  



C o n s t r u c t  i o n  fund i  ng however,  d u r i n g  t h e  same p e r  iodcl )  has i n c r e a s e d  

a p p r o x i m a t e l y  60 p e r c e n t .  

TABLE 3 

HIGHWAY DEVELOPMENT GROUP 
FTE INCREASES BY SECTION BETWEEN 

FISCAL YEAR 1985-86 AND 1989-90 

Sec t i on  FTE Increase/Decrease 

A d m i n i s t r a t i o n  
Research 
Loca t  i on 
Des i gn 
R i g h t  o f  Way 
S t r u c t u r e s  
Loca l  Government 
Urban Highway 

TOTAL t 7 4  

Source:  A u d i t o r  Genera l  a n a l y s i s  o f  ADOT FTEs f i g u r e s  f o r  f i s c a l  yea r  
1985-86 t h r o u g h  1989-90 

TABLE 4 

ADOT CONSTRUCTION PROGRAM 
COST BY FISCAL YEAR 

Year Amount 
( i n  M i l l i o n s )  

1985-86 463.0 
1986-87 611 . 3  
1987-88 768.5 
1988-89 875.1 

( F i g u r e s  i n  c o n s t a n t  d o l l a r s )  

Source:  O r g a n i z a t i o n a l  R e p o r t ,  A r i z o n a  Department  o f  T r a n s p o r t a t i o n ,  
Highway Development Group 

( 1 )  ADOT's cons t ruc t ion  funding began t o  i n c r e a s e  d r a m a t i c a l l y  i n  f i s c a l  year  1985-86, due 
t o  the  beginning of t h e  Urban Highway Program. 



Based on a c c e l e r a t i o n  o f  t h e  Urban Highway Program w i t h i n  Mar i copa  

County ,  t h e  Highway Development G r o u p ' s  o v e r a l l  17 p e r c e n t  FTE i n c r e a s e  

d u r i n g  t h e  f i v e - y e a r  p e r i o d  appears  reasonab le  as s t a f f  i n  o t h e r  s e c t i o n s  

a f f e c t e d  by t h e  Urban Highway Program ( i . e .  l o c a t i o n ,  d e s i g n  and 

r i g h t - o f - w a y )  i n c r e a s e d  by 9  p e r c e n t  o r  47 p o s i t i o n s .  

Acco rd ing  t o  t h e  Deputy S t a t e  Eng inee r  o f  t h e  Highway Development Group,  

t h e r e  a r e  no p l a n s  a t  t h e  p r e s e n t  t i m e  t o  s i g n i f i c a n t l y  i n c r e a s e  FTEs 

w i t h i n  any s e c t i o n s  o f  t h e  Highway Development Group,  and whenever 

p o s s i b l e ,  a d d i t i o n a l  work w i l l  be hand led  by e x i s t i n g  s t a f f  o r ,  i f  

necessa ry ,  t h r o u g h  o u t s i d e  p r o f e s s i o n a l  s e r v i c e  c o n t r a c t s .  

E x t e n s i v e  use o f  o u t s i d e  c o n s u l t a n t s  - E s t i m a t e d  c o n s u l t a n t  c o s t s  f o r  

b o t h  t h e  s t a t e w i d e  and Urban Highway Programs f o r  f i s c a l  yea r  1989-90 a r e  

$69,711,200.  I n s t e a d  o f  h i r i n g  a d d i t i o n a l  f u l l - t i m e  s t a f f ,  ADOT's 

Highway Development Group has engaged e n g i n e e r i n g  c o n s u l t a n t  f i r m s  t o  

des ign  and manage development o f  new S t a t e  h ighways .  On ly  about  30 

pe rcen t  o f  p r e s e n t  s t a t e w i d e  p r o j e c t  d e s i g n  work i s  done by ADOT s t a f f ,  

t he  o t h e r  70 p e r c e n t  i s  done by  o u t s i d e  c o n s u l t a n t s .  I n  t h e  Urban 

Highway Program, a lmos t  a l l  d e s i g n  a c t i v i t i e s  a r e  p r o v i d e d  by o u t s i d e  

c o n s u l t a n t s .  

C o n s u l t a n t s  have e x t e n s i v e  d u t i e s  - B o t h  d e s i g n  and management 

c o n s u l t a n t s  have e x t e n s i v e  d u t i e s .  Des ign  c o n s u l t a n t s  t r a n s l a t e  ADOT's 

conceptua l  i deas  and those o f  f e d e r a l  and l o c a l  agenc ies  i n t o  d e s i g n s  f o r  

t he  a c t u a l  h ighway s e c t i o n s  o r  s t r u c t u r e s  i n  conformance w i t h  ADOT 

t e c h n i c a l  s t a n d a r d s .  Management c o n s u l t a n t s  d i r e c t  a l l  management 

a c t i v i t i e s  f o r  p a r t i c u l a r  h ighway s e c t i o n s .  They meet w i t h  l o c a l  

community g roups and oversee e x p e n d i t u r e s  t o  c o n t a i n  c o s t s  o f  v a r i o u s  

d e s i g n  c o n s u l t a n t s '  work on s u b - p r o j e c t s  and o t h e r  r e l a t e d  a c t i v i t i e s .  

A d d i t i o n a l  b e n e f i t s  o f  c o n s u l t a n t s  - There a r e  s e v e r a l  reasons why ADOT 

uses c o n s u l t a n t s .  F i r s t ,  when ADOT o b t a i n e d  f u n d i n g  f o r  t h e  expans ion  o f  

t h e  h ighway system i n  Mar i copa  County ,  t h e  Department  chose t o  use 

o u t s i d e  c o n s u l t a n t s ,  r a t h e r  t han  i nc rease  agency s t a f f  so d e s i g n  and 

c o n s t r u c t i o n  work c o u l d  b e g i n  more r a p i d l y .  



I n  a d d i t i o n ,  ADOT l a c k e d  t h e  e x p e r i e n c e  t o  manage numerous d e s i g n  

c o n s u l t a n t s ,  and a l s o  l acked  t h e  s p e c i a l i z e d  e x p e r t i s e  needed f o r  d e s i g n  

o f  some o f  t h e  c o m p l i c a t e d  s t r u c t u r e s  i n  t h e  concept  p l a n s  ( i . e .  t h e  

"S tack "  a t  1-10 and 1-17 o r  t h e  "Deck" a t  1-10 and C e n t r a l  Avenue).  The 

use o f  d e s i g n  and management c o n s u l t a n t s  a l s o  a l  lowed ADOT t o  make 

s i g n i f i c a n t  p r o g r e s s  w i t h o u t  d e l a y  and few s t a f f  i n c r e a s e s .  

F i n a l l y ,  c o n s u l t a n t s  a r e  b e i n g  used so ADOT w i l l  n o t  have i d l e  s t a f f  when 

w o r k l o a d  d e c l i n e s .  S i g n i f i c a n t  numbers o f  i d l e  s t a f f  c o u l d  f o r c e  t h e  

Department  t o  l a y o f f  employees.  Thus,  use o f  c o n s u l t a n t s  a l l o w s  ADOT t o  

m a i n t a i n  a  c o n s i s t e n t  l e v e l  o f  s t a f f  and,  a t  t h e  same t i m e ,  p r o v i d e  

enhanced j ob  s e c u r i t y  f o r  i t s  employees.  





INTRODUCTION AND BACKGROUND 

The O f f i c e  o f  t h e  A u d i t o r  Genera l  has conducted a  Per formance A u d i t  o f  

t h e  A r i z o n a  Department  o f  T r a n s p o r t a t i o n ' s  (ADOT) c o n t r a c t o r  c l a i m s  

p rocess  f o r  highway c o n s t r u c t i o n .  T h i s  per fo rmance a u d i t  was conducted 

i n  response t o  t h e  r e q u i r e m e n t s  o f  Chapter  68 o f  t h e  1988 Sess ion  Laws 

wh ich  d i r e c t e d  us t o  r e v i e w  c o n t r a c t o r  c l a i m s  f o r  h ighway c o n s t r u c t i o n .  

C o n t r a c t o r  c l a i m s  a r e  common i n  h ighway c o n s t r u c t i o n  because many f a c t o r s  

i n f l u e n c e  each c o n s t r u c t i o n  p r o j e c t  and n o t  a l l  can be a n t i c i p a t e d  i n  t h e  

c o n t r a c t .  C o n t r a c t o r s  may f i l e  c l a i m s  based on d e l a y s ,  a d d i t i o n a l  wo rk ,  

d i f f e r i n g  s i t e  c u n d i t i o n s ,  and f o r  numerous o t h e r  reasons .  When a  

d isagreement  between ADOT and a  c o n t r a c t o r  a r i s e s ,  ADOT and t h e  

c o n t r a c t o r  can f r e q u e n t l y  reach a  s o l u t i o n  p r i o r  t o  t h e  d i s p u t e  

e s c a l a t i n g  t o  a  c l a i m .  I f  ADOT and t h e  c o n t r a c t o r  agree t h a t  e x t r a  

compensat ion  i s  j u s t i f i e d ,  t h e  m a t t e r  i s  r e s o l v e d  by change o r d e r  o r  

f o r c e  account  . ( I )  However, i  f  t h e  c o n t r a c t o r  and ADOT cannot  agree on a  

s o l u t i o n ,  t h e  c l a i m  p rocess  a l l o w s  t h e  c o n t r a c t o r  t o  pursue t h e  d i s p u t e .  

Several Factors Impact 
Frequency O f  Claims 

A c c o r d i n g  t o  a  1983 T r a n s p o r t a t i o n  Research Board  s t u d y ,  a  number o f  

f a c t o r s  c o n t r i b u t e  t o  t h e  i n c i d e n c e  o f  c l a i m s . ( * )  On t h e  c o n t r a c t o r ' s  

p a r t ,  t h e r e  may be i nadequa te  i n v e s t i g a t i o n  o f  t h e  s i t e  b e f o r e  b i d d i n g ,  

o v e r o p t i m i s m  i n  b i d d i n g ,  and d e l i b e r a t e  b i d d i n g  under c o s t .  The 

depar tment  can a l s o  c o n t r i b u t e  t o  c l a i m s  by  chang ing p l a n s  d u r i n g  

c o n s t r u c t i o n ,  g i v i n g  i nadequa te  b i d d i n g  i n f o r m a t i o n ,  and i n c l u d i n g  

s p e c i f i c a t i o n s  t h a t  a r e  o v e r l y  r e s t r i c t i v e .  

( 1 )  I f  ADOT and t h e  c o n t r a c t o r  a g r e e  on t h e  t o t a l  p r i c e ,  a  change o r d e r  i s  i s s u e d .  I f  

t h e y  canno t  d e t e r m i n e  an a g r e e a b l e  p r i c e ,  t h e  c o n t r a c t o r  keeps d e t a i  1  ed r e c o r d s  o f  

c o s t s ,  wh i ch  ADOT i n s p e c t o r s  v e r i f y  d a i l y ,  and a  f o r c e  a c c o u n t  i s  used t o  r e p a y  t h e  

c o s t s  p l u s  a  f i x e d  p e r c e n t a g e  o f  p r o f i t  based on t h e  s t a n d a r d  s p e c i f i c a t i o n s .  

Aud i  t o r s  r ev iewed  ADOT's i n t e r n a l  c o n t r o l  s  o v e r  t h e s e  supp l  ementa l  ag reemen ts .  

N o t h i n g  came t o  o u r  a t t e n t i o n  t o  sugges t  t h o s e  c o n t r o l s  a r e  n o t  adequa te .  

( 2 )  C o n s t r u c t i o n  C o n t r a c t  C l a i m s :  Causes and Methods o f  S e t t l e m e n t ,  T r a n s p o r t a t i o n  
Research Boa rd ,  N a t i o n a l  Resea rch  C o u n c i l  (November 1983) .  



A c c o r d i n g  t o  ADOT s t a f f ,  t h e  u n d e r l y i n g  cause o f  many c l a i m s  i s  i n c r e a s e d  

c o m p e t i t i o n  i n  t h e  c o n s t r u c t i o n  i n d u s t r y .  T h i s  has caused c o n t r a c t o r s  t o  

c u t  t h e i r  p r o f i t  m a r g i n s  t o  t h e  e x t e n t  t h a t  t h e y  can no longer  a f f o r d  t o  

absorb  any e x t r a  c o s t s .  However, t h e  depar tment  acknowledges i t  a l s o  

p l a y s  a  r o l e ,  s i n c e  i t  w r i t e s  t h e  p l a n s  and s p e c i f i c a t i o n s .  ADOT 

r e p o r t e d  t h a t  a  f r e q u e n t  cause o f  c l a i m s  i s  d i f f e r e n t  i n t e r p r e t a t i o n s  o f  

c o n t r a c t  documents.  F i n a l l y ,  b o t h  ADOT and c o n t r a c t o r s  t o l d  us  t h a t  

c l a i m s  sometimes a r i s e  due t o  p e r s o n a l i t y  c l a s h e s  on t h e  j o b .  

Early Resolution 
Is Important 

L i t e r a t u r e  on c l a i m s  r e s o l u t i o n  s t r e s s e s  t h e  impor tance  o f  r e s o l v i n g  

c l a i m s  a t  a  low l e v e l  o f  a u t h o r i t y .  R e s o l u t i o n  a t  t h i s  l e v e l  g e n e r a l l y  

i s  l e s s  c o s t l y  t o  t h e  S t a t e  because h i g h e r  l e v e l  r e s o l u t i o n  can add l e g a l  

f e e s ,  o u t s i d e  c o n s u l t a n t s  c o s t s ,  and i n t e r e s t  charges t o  t h e  b a s i c  

c l a i m .  For  example,  a  1981 c l a i m  f o r  $652,769 more than  doub led  ( t o  

$1 ,321 ,694 .65 )  when t h e  A r i z o n a  Supreme Cour t  a f f i r m e d  an award t o  t h e  

c o n t r a c t o r  o f  $557,000 p l u s  i n t e r e s t  and a t t o r n e y ' s  f e e s .  C o n t r a c t o r s  

a l s o  b e n e f i t  f rom r e s o l u t i o n  o f  c l a i m s  a t  a  low l e v e l  o f  a u t h o r i t y  s i n c e  

they  can o b t a i n  re imbursement f o r  t h e i r  l e g i t i m a t e  c o s t s  more q u i c k l y .  

Claim Process 
Has Several Steps 

ADOT's S tandard  S p e c i f i c a t i o n s  f o r  Road and B r i d g e  C o n s t r u c t i o n  d e f i n e  

t h e  s t a g e s  o f  t h e  c l a i m  p r o c e s s .  These s p e c i f i c a t i o n s  a r e  p a r t  o f  eve ry  

c o n s t r u c t i o n  c o n t r a c t .  B e f o r e  s t a r t i n g  t h e  d i s p u t e d  work ,  t h e  c o n t r a c t o r  

submi t s  n o t i c e  o f  c l a i m ,  i n  w r i t i n g ,  i n d i c a t i n g  t h e  c l a i m ' s  b a s i s  and 

n a t u r e .  D u r i n g  t h e  c o u r s e  o f  t h e  work ,  b o t h  p r o j e c t  s t a f f  and t h e  

c o n t r a c t o r  keep d e t a i l e d  r e c o r d s  o f  l a b o r ,  equ ipment ,  and m a t e r i a l s  

used .  The c o n t r a c t o r  s u b m i t s  an e s t i m a t e  o f  t o t a l  coq: v i t h i n  10 days 

a f t e r  n o t i c e  o f  c l a i m  i s  g i v e n .  W i t h i n  60 days a f t e r  a l l  c o s t s  a r e  

i n c u r r e d ,  t h e  c o n t r a c t o r  s u b m i t s  a  c l a i m ,  w h i c h  i n c l u d e s  a  d e t a i l e d  

p r e s e n t a t i o n  and e x p l a n a t i o n  o f  c o s t s .  ADOT p r o j e c t  s t a f f  make t h e  

i n i t i a l  d e c i s i o n  t o  a c c e p t  o r  r e j e c t  t h e  c l a i m  a f t e r  d i s c u s s i o n  w i t h  

d i s t r i c t  s t a f f .  



The c o n t r a c t o r  can pursue f u r t h e r  avenues i f  d i s s a t i s f i e d  w i t h  ADOT's 

d e c i s i o n  o r  i f  no d e c i s i o n  i s  made w i t h i n  a  d e f i n e d  t i m e  f rame.  He o r  

she may request  a  second l e v e l  r e v i e w ,  wh ich  i s  an a d m i n i s t r a t i v e  h e a r i n g  

b e f o r e  ADOT e n g i n e e r i n g  s t a f f .  Whether o r  n o t  t h e r e  i s  a  second l e v e l  

r e v i e w ,  t h e  c o n t r a c t o r  may demand a r b i t r a t i o n  f o r  c l a i m s  o f  l e s s  than  

$100,000.  A r b i t r a t i o n  f o l l o w s  p rocedures  d e f i n e d  by t h e  Amer ican 

A r b i t r a t i o n  A s s o c i a t i o n ,  and  t h e  a r b i t r a t o r ' s  d e c i s i o n  cannot  be 

appea led.  C o n t r a c t o r s  may take  l e g a l  a c t i o n  i f  t h e  c l a i m  i s  ove r  

$10Q,000. The A t t o r n e y  G e n e r a l ' s  T r a n s p o r t a t i o n  S e c t i o n  h a n d l e s  these  

cases f o r  ADOT, w i t h  t e c h n i c a l  a s s i s t a n c e  f rom ADOT p e r s o n n e l .  

Claims Branch Was Created 
To Assist In Process 

ADOT e s t a b l i s h e d  a  C la ims  Branch i n  1982.  I t s  e a r l i e s t  r e s p o n s i b i l i t y  

was t o  p r o v i d e  t e c h n i c a l  a s s i s t a n c e  t o  t h e  A t t o r n e y  G e n e r a l ' s  o f f i c e ,  

wh ich  a t  t h e  t ime was d e f e n d i n g  ADOT a g a i n s t  a  l a r g e  l a w s u i t  b r o u g h t  by  a  

c o n t r a c t o r .  

The Cla ims Branch was r e o r g a n i z e d  and expanded i n  1985.  I t  t o o k  on o t h e r  

d u t i e s  i n c l u d i n g  m a i n t a i n i n g  a  c l a i m s  da tabase ,  p r o v i d i n g  t r a i n i n g  on 

c l a i m  avo idance and c l a i m  h a n d l i n g  t o  ADOT f i e l d  p e r s o n n e l ,  c o o r d i n a t i n g  

necessary a c t i o n s  on appea led cases,  and a s s i s t i n g  d i s t r i c t  s t a f f  upon 

request  . 

As p a r t  o f  i t s  a c t i v i t i e s ,  t h e  b ranch  d i s t r i b u t e s  t o  each d i s t r i c t  a  

mon th l y  r e p o r t  r e g a r d i n g  t h e  s t a t u s  o f  c u r r e n t  c l a i m s .  The F e d e r a l  

Highways A d m i n i s t r a t  i o n  (FHWA) has p r a i s e d  t h e  "emphasis a rea "  wh ich  

b e g i n s  each q u a r t e r l y  i s s u e  o f  t h e  r e p o r t .  The emphasis a r e a  i s  an 

a r t i c l e  about some aspect  o f  c l a i m s :  i t  i s  a  supplement t o  ADOT's 

p e r i o d i c  c l a i m s  t r a i n i n g ,  and i t  keeps d i s t r i c t  s t a f f  aware o f  t h e  

i s s u e s .  Recent t i t l e s  i n c l u d e  "Unexpected C l a i m s , "  " C l a i m  Defense 

Package," " T i p s  f o r  W i tnesses , "  "Cla ims Avo idance , "  and " N e g o t i a t i n g . "  

The FHWA was so impressed w i t h  t h e  concept  t h a t  i t  sen t  c o p i e s  t o  a l l  i t s  

r e g i o n a l  o f f i c e s .  

C u r r e n t l y ,  t h e  b ranch  i s  p a r t  o f  C o n s t r u c t i o n  A n a l y s i s  S e r v i c e s  w i t h i n  

t h e  C o n s t r u c t i o n  S e c t i o n  o f  t h e  Highway O p e r a t i o n s  Group i n  ADOT's 



Highways D i v i s i o n .  The b r a n c h  i s  overseen by  t h e  manager o f  C o n s t r u c t i o n  

A n a l y s i s  S e r v i c e s  and has 4 . 5  a d d i t i o n a l  FTEs i n c l u d i n g  a  c l a i m s  

e n g i n e e r ,  a  p r o j e c t  a n a l y s i s  e n g i n e e r ,  a  l e g a l  a n a l y s t ,  an a d m i n i s t r a t i v e  

r e c o r d s  w o r k e r ,  and an a d m i n i s t r a t i v e  s e c r e t a r y .  

C l a i m s  Smal l  In Re la t i on  
T o  T o t a l  Cons t ruc t i on  C o s t s  

ADOTts d a t a  i n d i c a t e s  t h a t  c l a i m s  a r e  n o t  a  s u b s t a n t i a l  e x p e n d i t u r e  i n  

r e l a t i o n  t o  t h e  amount o f  h ighway c o n s t r u c t i o n .  The t o t a l  amount 

expended on c l a i m s  f rom 1985 t h r o u g h  1989 was l e s s  t h a n  1  p e r c e n t  o f  t he  

v a l u e  o f  c o n s t r u c t i o n  p r o j e c t s  s t a r t e d  d u r i n g  t h e  same p e r i o d .  F u r t h e r ,  

f rom 1985 th rough  1989,  ADOT p a i d  o u t  an average o f  o n l y  32 p e r c e n t  o f  

t he  amount reques ted  by c o n t r a c t o r s .  Tab le  1 (see page 33 )  shows t h e  

t r e n d s  i n  c o n s t r u c t i o n  and c l a i m s  ove r  t he  p a s t  f i v e  y e a r s . ( ' )  

Comparable d a t a  on c l a i m s  i s  n o t  a v a i l a b l e  f rom o t h e r  s t a t e s .  We 

c o n t a c t e d  e i g h t  o t h e r  s t a t e s  and a t temp ted  t o  o b t a i n  c l a i m s  i n f o r m a t i o n .  

We found t h a t  no t  a l l  s t a t e s  t r a c k e d  c l a i m s ,  and some o f  those t h a t  d i d  

d e f i n e d  t h e  te rm " c l a i m "  d i f f e r e n t l y  than ADOT. For example,  some s t a t e s  

t r a c k  c l a i m s  o n l y  a f t e r  t hey  have been p resen ted  t o  t h e  c e n t r a l  o f f i c e  

f o r  a  d e c i s i o n ,  w h i l e  ADOT b e g i n s  t r a c k i n g  when n o t i c e  o f  a  p o t e n t i a l  

c l a i m  i s  r e c e i v e d .  

The T r a n s p o r t a t i o n  Research Board  r e p o r t e d  i n  1983 t h a t  " t h e r e  i s  an 

a lmost  t o t a l  l ack  o f  n a t i o n w i d e  d a t a  on the  c l a i m s  e x p e r i e n c e  o f  highway 

agenc ies .  " c 2 )  

( 1 )  T h i s  d a t a  i s  p r e s e n t e d  t o  show t h e  gene ra l  magn i t ude  and t r e n d  o f  c l a i m s .  As 

d i s c u s s e d  i n  F i n d i n g  I ,  a u d i t o r s  d i d  n o t  f i n d  ADOTis c l a i m s  d a t a  t o  be r e 1  i a b l e .  

A l t h o u g h  t h e  a c t u a l  d o l l a r  amounts may n o t  be c o r r e c t ,  we b e l i e v e  t h e  g e n e r a l  

c o n c l u s i o n  abou t  t h e  s i g n i  f i  cance o f  c l a i m s  i n  r e l a t i o n  t o  c o n s t r u c t i o n  i s  v a l  i d .  

( 2 )  C o n s t r u c t i o n  C o n t r a c t  C l a i m s :  Causes and Methods o f  S e t t l e m e n t ,  T r a n s p o r t a t i o n  
Research Boa rd ,  N a t i o n a l  Resea rch  C o u n c i l ,  (November 1983) :  5. 



TABLE 1 

CONTRACTOR CLAIMS STATISTICS 
CALENDAR YEARS 1985 THROUGH 1989 

(as o f  February 7,  1990) 

Amount o f  Amount o f  Claims F i l e d  Settlement Amount Percent o f  Claims 
Construct ion Inc lud ing  Pending and o f  Reso l ved Paid t o  P ro jec t  

Year P ro jec ts  Awarded Resolved Claims(a) C la ims(b) (~)  Amount 

1985 $ 206,118,912 $19,848,597 
1986 324,555,891 7,164,333 
1987 285,413,653 9,871,295 
1988 323,544,669 9,706,337 
1989 441 ,256,640 -- 6,634,013 
TOTAL $1,580.889.765 $53.224.575 

( a )  C la ims whose n o t i c e  o f  c l a i m  was f i l e d  d u r i n g  t h e  y e a r .  May p e r t a i n  t o  a  p r o j e c t  begun i n  a  p r i o r  yea r .  
W 
w ( b )  S e t t l e m e n t  amount i s  based on p a i d  c l a i m s  wh ich  were f i l e d  d u r i n g  t h e  y e a r ,  a l t h o u g h  payment may have been i n  a 

subsequent y e a r .  

( c )  O u t s t a n d i n g  c l a i m s  e x i s t  f o r  each o f  t h e  c a l e n d a r  yea rs ;  t h e r e f o r e ,  t h e  s e t t l e m e n t  amounts w i l l  i n c r e a s e  as pend ing  

c l a i m s  a r e  r e s o l v e d .  Fo r  example, c l a i m s  r e p r e s e n t i n g  a lmos t  t w o - t h i r d s  o f  t h e  t o t a l  amount c la imed  d u r i n g  1989 were 

s t i l l  pend ing  as o f  Feb rua ry  7 ,  1990. 

Source: In format ion on cons t ruc t ion  p ro jec ts  from ADOT Contracts and Spec i f i ca t i ons  Serv ices.  
Claims data from ADOT Claims Branch database. Percents and t o t a l s  ca lcu la ted  by Auditor 
General s t a f f .  



Audit Scope and Purpose 

Our a u d i t  focused on t h e  per formance o f  ADOT1s Cla ims Branch i n  

s u p p o r t i n g  c l a i m s  h a n d l i n g  th roughou t  t he  depar tmen t .  I n  a d d i t i o n ,  we 

rev iewed c l a i m  d e c i s i o n s  made by ADOT's d i s t r i c t  and management s t a f f .  

The r e p o r t  p r e s e n t s  d e t a i l e d  f i n d i n g s  i n  two m a j o r  a r e a s :  

a The need f o r  comple te  and a c c u r a t e  i n f o r m a t i o n  on t h e  number, s t a t u s ,  
and outcome o f  c l a i m s  depar tmentwide 

a The t i m e l i n e s s  o f  ADOT1s c l a i m s  h a n d l i n g .  

D u r i n g  t h e  cou rse  o f  o u r  a u d i t ,  we deve loped O the r  P e r t i n e n t  I n f o r m a t i o n  

r e g a r d i n g :  ADOT1s l a c k  o f  r e l i a b l e  management i n f o r m a t i o n  and second 

l e v e l  rev iew  boa rd  c o m p o s i t i o n .  

T h i s  a u d i t  was conducted i n  accordance w i t h  g e n e r a l l y  accep ted  government 

a u d i t i n g  s t a n d a r d s .  

The A u d i t o r  General and s t a f f  exp ress  a p p r e c i a t i o n  t o  ADOT's d i r e c t o r  and 

employees f o r  t h e i r  c o o p e r a t i o n  and a s s i s t a n c e  d u r i n g  t h e  a u d i t .  



FINDING I 

ADOT LACKS A COMPLETE AND ACCURATE 

PICTURE OF THE STATEWIDE CLAIMS SITUATION 

ADOT c u r r e n t l y  l a c k s  a c c u r a t e  and comple te  i n f o r m a t i o n  on t h e  number, 

s t a t u s ,  and outcome o f  c l a i m s  depar tmentwide.  A l t hough  t h e  C la ims B ranch  

shou ld  c e n t r a l l y  g a t h e r  c l a i m s  i n f o r m a t i o n ,  c l a i m  f i l e s  m a i n t a i n e d  by  t h e  

Cla ims Branch a r e  o f t e n  i ncomp le te  and p o o r l y  m a i n t a i n e d .  F u r t h e r ,  

s t a t e w i d e  c l a i m s  i n f o r m a t i o n  d i s s e m i n a t e d  by t h e  b ranch  f a i l s  t o  p r o v i d e  

an a c c u r a t e  and comprehensive p i c t u r e  o f  c o n t r a c t o r  c l a i m s .  D u r i n g  t h e  

course o f  ou r  aud i  t , ADOT management recogn i  zed these p r o b  l  ems and began 

t a k i n g  c o r r e c t i v e  a c t i o n .  

The C la ims Branch i s  ADOT's c e n t r a l  r e p o s i t o r y  o f  c o n t r a c t o r  c l a i m  d a t a .  

A l t hough  ADOT p r o j e c t  s t a f f  m a i n t a i n  t h e i r  own c l a i m  f i l e  and a r e  

i n i t i a l l y  r e s p o n s i b l e  f o r  h a n d l i n g  and making d e c i s i o n s  r e g a r d i n g  c l a i m s ,  

t he  C la ims Branch e s t a b l i s h e s  and m a i n t a i n s  a  c e n t r a l  f i l e  on a l l  c l a i m s  

f i l e d  a g a i n s t  ADOT by c o n t r a c t o r s .  The b ranch  uses an automated sys tem 

t o  t r a c k  t h e  s t a t u s  and r e s o l u t i o n  o f  c l a i m s  and produces a  m o n t h l y  

r e p o r t  wh ich  c a p t u r e s  depar tmentwide c l a i m  a c t  i v i  t y . ( ' )  The b r a n c h  i s  

ADOT's o n l y  compos i te  source  o f  management i n f o r m a t i o n  r e g a r d i n g  c l a i m s .  

I n  f a c t ,  ADOT r e l i e s  on i n f o r m a t i o n  compi led  by  t h i s  b ranch  t o  e v a l u a t e  

how w e l l  i t  i s  h a n d l i n g  c l a i m s .  

F i l e s  m a i n t a i n e d  by the  C la ims  Branch a r e  i ncomp le te  and p o o r l y  

m a i n t a i n e d .  As a  r e s u l t ,  t h e  s t a t u s  o f  t h e  c l a i m s  cannot  be d e t e r m i n e d  

f rom r e v i e w  o f  c e n t r a l  o f f i c e  f i l e s .  F u r t h e r ,  t h e  C la ims B r a n c h ' s  

a b i l i t y  t o  p r o v i d e  a d v i c e  and a s s i s t a n c e  i s  h i n d e r e d .  

( 1 )  S p e c i f i c a l l y ,  t h e  r e p o r t  breaks o u t  by d i s t r i c t  each a c t i v e  c l a i m ,  t h e  s t a t u s  o f  t h e  

c l a i m ,  any d o l l a r  amount c la imed ,  and a  b r i e f  d e s c r i p t i o n  o f  the  c l a i m .  The r e s o l v e d  
c l a i m  l i s t i n g  shows t h e  d o l l a r  amount p a i d  ou t  on t h e  c la im.  



C e n t r a l  o f f i c e  c l a i m  -- - f i l e s  a r e  i ncomp le te  - We rev iewed 25 a c t i v e  c l a i m  

f i l e s  and 28 c l o s e d  c l a i m  f i l e s  m a i n t a i n e d  by the  c e n t r a l  o f f i c e  C la ims 

Branch and a t t e m p t e d  t o  i d e n t i f y  t h e  p r o g r e s s  and s t a t u s  o f  a  c l a i m  by  

t h e  c o n t e n t s  i n  t h e  f i e  Our rev iew  found t h a t  many f i l e s  lacked 

b a s i c  documents necessa ry  t o  de te rm ine  what was happen ing,  o r  had 

happened, w i t h  t h e  c l a i m .  For  example,  i n  10 o f  t h e  25 a c t i v e  f i l e s  t h e  

most recen t  documen ta t i on  was a t  l e a s t  6 months o l d .  I n  a d d i t i o n ,  our  

rev iew  o f  28 c l o s e d  c l a i m  f i l e s  found t h a t  r e s o l u t i o n  i n f o r m a t i o n  was n o t  

a lways  c o n t a i n e d  i n  t h e  f i l e .  B a s i c  i t ems  wh ich  were m i s s i n g  f rom some 

f i l e s  i n c l u d e d :  

C la im  r e p o r t  forms wh ich  c a p t u r e  b a s i s ,  d o l l a r  amount and d a t e  o f  
c l a i m .  

P r o j e c t  o r  d i s t r i c t  d e n i a l  l e t t e r s  wh ich  would i n d i c a t e  when t h e  
department  responded t o  t h e  c l a i m .  

L e t t e r s  o f  s e t t l e m e n t  o r  o f f e r s  t o  s e t t l e  wh ich  wou ld  i n d i c a t e  ADOT's 
e f f o r t s  t o  address  t h e  c l a i m .  

General  cor respondence between ADOT and the  c o n t r a c t o r  r e g a r d i n g  the  
c l a i m  wh ich  wou ld  document any e f f o r t s  taken t o  r e s o l v e  o r  address  
t h e  c l a i m .  

Change o r d e r s  o r  supp lementa l  r e c e i v e r s  i n d i c a t i n g  the  amount f o r  
wh ich  t h e  c l a i m  was s e t t l e d .  

O the r  u s e f u l  i n f o r m a t i o n  r e g a r d i n g  the  h a n d l i n g  o f  a  c l a i m  i s  n o t  a lways  

documented i n  t h e  C la ims  Branch f i l e .  For  example, p r o j e c t  s t a f f  and the  

c o n t r a c t o r s  may h o l d  v a r i o u s  mee t ings  w h i l e  t r y i n g  t o  r e s o l v e  a  c l a i m .  

However, s e v e r a l  p r o j e c t  s t a f f  t o l d  us t h a t  t he  m i n u t e s  o f  and d e c i s i o n s  

f rom these m e e t i n g s  a r e  n o t  i n c l u d e d  i n  t he  c l a i m  f i l e .  A l s o ,  t e lephone  

c o n v e r s a t i o n s  between C la ims  B ranch  s t a f f  and p r o j e c t  s t a f f  r e g a r d i n g  a  

c l a i m  a r e  f r e q u e n t l y  n o t  documented i n  t he  c l a i m  f i l e .  Thus, a c t i o n  may 

be o c c u r r i n g  on a  c l a i m  t h a t  wou ld  n o t  be e v i d e n t  from t h e  f i l e .  

F u r t h e r ,  t he  d i f f i c u l t y  o f  i d e n t i f y i n g  a  c l a i m ' s  s t a t u s  f rom t h e  f i l e  i s  

compounded by  t h e  l a c k  o f  summaries f o r  b o t h  c l a i m  f i l e  c o n t e n t s  and 

a c t i v i t i e s  r e l a t e d  t o  t h e  c l a i m .  

( 1 )  T h i r t y  c l o s e d  c l a i m s  were  s e l e c t e d .  However,  o n l y  28 were  a c t u a l 1  y r e v i e w e d .  One 

c l a i m  was a  d u p l i c a t e  and a n o t h e r  c o u l d  n o t  be l o c a t e d .  



Some o f  t he  prob lems w i t h  m i s s i n g  d a t a  a r e  due t o  p r o j e c t  s t a f f ' s  f a i l u r e  

t o  send t h e  i n f o r m a t i o n  t o  t h e  C la ims  B ranch .  P rocedures  o u t l i n e d  i n  t h e  

August 1989, ADOT C o n s t r u c t i o n  Repor t  r e q u i r e  p r o j e c t  s t a f f  t o  submi t  

c l a i m  i n f o r m a t i o n  t o  t h e  C la ims  B r a n c h .  However, b ranch  s t a f f  i n d i c a t e d  

t h a t  p r o j e c t  pe rsonne l  do n o t  a lways  r e l a y  c l a i m  i n f o r m a t i o n .  We 

rev iewed and compared 12  c l a i m  f i  l e s  a t  t h e  p r o j e c t  o f f i c e s  t o  t h e  

co r respond ing  c l a i m  f i l e s  m a i n t a i n e d  a t  t h e  C la ims  Branch and found t h a t ,  

i n  each case,  p r o j e c t  f i l e s  c o n t a i n e d  i n f o r m a t i o n  n o t  f ound  i n  C la ims  

Branch f i l e s .  I m p o r t a n t  documents m i s s i n g  f rom C la ims  B ranch  f i l e s  b u t  

c o n t a i n e d  i n  p r o j e c t  o f f i c e  f i l e s  i n c l u d e d  t h r e e  d e n i a l  l e t t e r s  and one 

l e t t e r  o f f e r i n g  s e t t l e m e n t .  I n  one o f  t h e  12 cases ,  t h e  C la ims  B ranch  

had no i n f o r m a t i o n  on t h e  c l a i m .  

C e n t r a l  o f f i c e  c l a i m  f i l e s  p o o r l y  m a i n t a i n e d  - Not o n l y  a r e  t h e  C la ims  

Branch f i l e s  i ncomp le te  b u t  t hey  a r e  a l s o  p o o r l y  m a i n t a i n e d .  The c u r r e n t  

l a c k  o f  o r d e r  t o  t h e  f i l e s  p r e v e n t s  them f rom b e i n g  an e f f i c i e n t  t o o l  

f rom which  t o  g a i n  i n f o r m a t i o n .  Our r e v i e w  o f  c l a i m  f i l e s  f o u n d :  

a F i l e s  f r e q u e n t l y  c o n t a i n  m u l t i p l e  c o p i e s  o f  t h e  same document.  

F i l e  c o n t e n t s  a r e  n o t  i n  any i d e n t i f i a b l e  s y s t e m a t i c  o r d e r .  

a Many f i l e s  l a c k  summaries o f  f i  l e  c o n t e n t s  o r  a  compos i te  l i s t i n g  o f  
a c t i o n s  taken on t h e  c l a i m .  

a I n d i v i d u a l  c l a i m  f i l e s  m i g h t  c o n s i s t  o f  more t h a n  one f o l d e r .  
However, t h e r e  was no i n d i c a t i o n  t h a t  t h e  c l a i m  was c o n t i n u e d  
e lsewhere .  

a Severa l  d i f f e r e n t  and c o n f u s i n g  f i  l i n g  systems a r e  i n  use i n  t h e  
o f f i c e .  

I n  a d d i t i o n ,  s t a f f  do n o t  use a  f i l e  checkout  sys tem,  w h i c h  makes i t  

d i f f i c u l t  t o  l o c a t e  f i l e s  when needed.  C la ims B ranch  s t a f f  a d m i t t e d  they  

f r e q u e n t l y  have d i f f i c u l t y  l o c a t i n g  f i l e s .  I n  f a c t ,  f i l e s  a r e  

o c c a s i o n a l l y  l o s t .  A r e c o r d s  management s u p e r v i s o r  f rom t h e  Department  

o f  L i b r a r y ,  A r c h i v e s ,  and P u b l i c  Records  rev iewed t h e  C la ims  B ranch  f i l e s  

a t  our  request  and v e r i f i e d  t h e  above p rob lems .  H i s  o b s e r v a t i o n s  and 

recommendations f o r  c o r r e c t i n g  t h e  prob lems a r e  i n c l u d e d  i n  Appendix I .  

C la ims B ranch ' s  a b i l i t y  t o  p r o v i d e  a s s i s t a n c e  i s  h i n d e r e d  - Incomp le te  

and p o o r l y  o r g a n i z e d  i n f o r m a t i o n  l i m i t s  t h e  b r a n c h ' s  a b i l i t y  t o  p r o v i d e  



sound a d v i c e  and a s s i s t a n c e  t o  ADOT management and d i s t r i c t  s t a f f .  The 

b ranch  sees i t s  r o l e  t o  be a  resou rce  t o  wh ich  d i s t r i c t  and 

a d m i n i s t r a t i v e  s t a f f  can go t o  o b t a i n  a s s i s t a n c e  o r  a d v i c e  on h a n d l i n g  

c l a i m s .  T h e r e f o r e ,  b ranch  s t a f f  s h o u l d  be a b l e  t o  r e f e r  t o  t h e  c l a i m  

f i l e  t o  r e v i e w  t h e  c i r c u m s t a n c e s ,  a c t i o n s ,  and s t a t u s  o f  t he  c l a i m  i n  

o r d e r  t o  respond t o  q u e s t i o n s  o r  p r o v i d e  a s s i s t a n c e  r e g a r d i n g  the  

h a n d l i n g  o f  a  c l a i m .  Not 'hav ing  comple te  i n f o r m a t i o n  a t  t h e i r  d i s p o s a l  

p l a c e s  b ranch  s t a f f  a t  a  d i s a d v a n t a g e  because they  may be reques ted  t o  

p r o v i d e  a d v i c e  w i t h o u t  h a v i n g  t h e  p r i v i l e g e  o f  p e r u s i n g  a l l  i n f o r m a t i o n  

a s s o c i a t e d  w i t h  t h e  c l a i m .  

Claims Information 
Reported Is  Deficient . 
C l a i m  i n f o r m a t i o n  comp i l ed  and r e p o r t e d  by the  C la ims  Branch i s  f l a w e d  

and sometimes i n a c c u r a t e .  I n  a d d i t i o n ,  t h e  manner i n  w h i c h  c o s t s  

a s s o c i a t e d  w i t h  c l a i m s  i s  r e p o r t e d  i s  m i s l e a d i n g .  A l s o ,  t h e  r e p o r t s  sen t  

t o  t h e  p r o j e c t  s t a f f  and c e n t r a l  o f f i c e  s t a f f  c o n t a i n  no d e t a i l e d  

i n f o r m a t i o n  o r  in -depth  a n a l y s i s  o f  c l a i m s .  

Repor ted  s t a t u s  i n f o r m a t i o n  n o t  e n t i r e l y  a c c u r a t e  - ADOT has e s t a b l i s h e d  

an automated database wh ich  t r a c k s  c l a i m  s t a t u s .  T h i s  database 

i n f o r m a t i o n  i s  r e p o r t e d  t o  ADOT c e n t r a l  o f f i c e  s t a f f  as w e l l  as p r o j e c t  

s t a f f  v i a  a  m o n t h l y  c o n s t r u c t i o n  r e p o r t .  However, ou r  rev iew  o f  25 

a c t i v e  f i l e s  r e v e a l e d  t h a t  i n  o n l y  1 0  cases d i d  t h e  data-base s t a t u s  

match t h e  a c t u a l  s t a t u s  o f  t h e  c l a i m .  I n  some cases the  i n a c c u r a t e  

s t a t u s  i s  a  d i r e c t  r e s u l t  o f  h a v i n g  inadequate i n f o r m a t i o n  i n  t h e  c l a i m  

f i l e .  For  example,  we found f o u r  c l a i m s  i d e n t i f i e d  as a c t i v e  on the  

da tabase ,  t h a t  ADOT p r o j e c t  pe rsonne l  in fo rmed us had been dropped o r  

s e t t l e d .  However, t h e r e  was no i n f o r m a t i o n  i n  t h e  C la ims Branch f i l e  t o  

r e f l e c t  t h e  change i n  s t a t u s .  C la ims  Branch f i l e  c o n t e n t s  a r e  t h e  main  

source  o f  i n f o r m a t i o n  used t o  e s t a b l i s h  a  c l a i m  r e c o r d  on the  database as 

w e l l  as a  sou rce  f o r  t r a c k i n g  c l a i m  s t a t u s .  

Even when t h e  b ranch  has i n f o r m a t i o n  on a  c l a i m ,  i t  i s  n o t  a lways  

c a p t u r e d  on t h e  database.  We found i n s t a n c e s  where t h e  b ranch  f a i l e d  t o  

use t h e  i n f o r m a t i o n  i n  t h e  f i l e  t o  update  the  c l a i m  s t a t u s .  I n  9 o f  t he  



25 a c t i v e  c l a i m s  we r e v i e w e d ,  t h e  b ranch  f i l e s  c o n t a i n e d  i n f o r m a t i o n  

wh ich  impacted the s t a t u s  o f  a  c l a i m ,  y e t  t h e  database d i d  n o t  r e f l e c t  

t h e  f i  l e  s t a t u s .  Fo r  example,  f o u r  c l a i m  f i l e s  i n  ou r  sample c o n t a i n e d  

w r i t t e n  documen ta t i on  t h a t  t h e  c o n t r a c t o r  had dropped t h e  c l a i m .  

I d e a l l y ,  t h i s  i n f o r m a t i o n  s h o u l d  have been used t o  remove t h e  c l a i m s  f rom 

t h e  a c t i v e  database f i l e  and t r a n s f e r  them t o  t h e  r e s o l v e d  database 

f i l e .  However,  some o f  t hese  c l a i m s  were i d e n t i f i e d  as a c t i v e  on the  

database as many as 9  months a f t e r  t h e  documen ta t i on  t o  d r o p  t h e  c l a i m  

was r e c e i v e d  by t h e  b r a n c h .  I n  a d d i t i o n ,  one c l a i m  f i l e  c o n t a i n e d  

documen ta t i on  i n d i c a t i n g  t h a t  t h e  c l a i m  had been d e n i e d  by t h e  depu ty  

S t a t e  e n g i n e e r ,  y e t  t h i s  change i n  s t a t u s  was n o t  r e f l e c t e d  on t h e  

c l a i m s  da tabase .  C la ims  B ranch  s t a f f  c o u l d  p r o v i d e  no e x p l a n a t i o n  as t o  

why t h i s  i n f o r m a t i o n  had n o t  been used excep t  t h a t  i t  was an o v e r s i g h t .  

Repor ted  c l a i m  amount i n f o r m a t i o n  i s  m i s l e a d i n g  - I n  a d d i t i o n  t o  t h e  

i n a c c u r a c i e s  i n  r e p o r t e d  s t a t u s ,  i n f o r m a t i o n  r e p o r t e d  by  t h e  C la ims  

B ranch  r e g a r d i n g  c o s t s  a s s o c i a t e d  w i t h  c l a i m s  i s  m i s l e a d i n g .  For  

example,  some c o s t s  w h i c h  s h o u l d  be c a p t u r e d  and i n c l u d e d  as c l a i m  c o s t s  

a r e  n o t  b e i n g  t r a c k e d  and r e p o r t e d .  

C o n s u l t a n t  c o s t s  -- ADOT sometimes uses c o n s u l t a n t s  t o  h e l p  w i t h  i t s  
de fense o f  a  c o n t r a c t o r  c l a i m ,  and t h e  charges can be s u b s t a n t i a l .  
For  example,  as o f  September 27 ,  1989,  ADO^ had p a i d  $240,939 t o  
c o n s u l t a n t s  f o r  t h e i r  a s s i s t a n c e  i n  t h e  de fense  o f  a  $7 m i l l i o n  
c l a i m .  However, t hese  t y p e s  o f  c o s t s  a r e  never  r e f l e c t e d  i n  t h e  
a c t u a l  c l a i m  c o s t s  r e p o r t e d  by  the  C la ims B r a n c h .  

A r b i t r a t i o n  c o s t s  - C o s t s  a s s o c i a t e d  w i t h  d e f e n d i n g  a  c l a i m  i n  
a r b i t r a t i o n  a r e  n o t  i d e n t i f i e d  o r  i n c l u d e d  as p a r t  o f  t h e  c l a i m  
c o s t .  A r b i t r a t i o n  c o s t s  average s e v e r a l  hundred d o l l a r s  r a n g i n g  f rom 
$150 t o  $875 pe r  a r b i t r a t i o n  case d u r i n g  t h e  1989-90 f i s c a l  y e a r .  

F u r t h e r m o r e ,  some c o s t s  i n c l u d e d  i n  t h e  r e p o r t e d  c l a i m  amounts s h o u l d  be 

i s o l a t e d  t o  p r o v i d e  a  more r e a l i s t i c  p i c t u r e  o f  how much ADOT a c t u a l l y  

p a i d  o u t  on a  c l a i m .  C la ims  i n v o l v i n g  t i m e  e x t e n s i o n s  ( l i q u i d a t e d  

damages), p e n a l t i e s ,  c i t y  p r o j e c t s ,  and f e d e r a l  p a r t i c i p a t i o n  a r e  a l l  

cases i n  w h i c h  ADOT's r e p o r t i n g  i s  m i s l e a d i n g .  For  example:  

ADOT can f i n e  a  c o n t r a c t o r  f o r  f a i l i n g  t o  comple te  a  j ob  on 
schedu le .  Consequen t l y ,  some c o n t r a c t o r s  f i l e  c l a i m s  because they  



b e l i e v e  they  a r e  e n t i t l e d  t o  more t ime  t o  f i n i s h  t h e  j o b  and do n o t  
b e l i e v e  they  shou ld  be f i n a n c i a l l y  p e n a l i z e d .  T y p i c a l l y ,  t he  
c o n t r a c t o r  wi l l t r y  t o  o b t a i n  a  t ime  e x t e n s i o n  and,  i n  essence,  
m i t i g a t e  t h e  d o l l a r  amount t h e  c o n t r a c t o r  wou ld  be p e n a l i z e d  f o r  
c o m p l e t i n g  t h e  j ob  l a t e .  An amount e q u i v a l e n t  t o  t he  monetary 
p e n a l t y  wou ld  be c l a i m e d .  

The r e p o r t i n g  p rob lem a r i s e s  i f  ADOT agrees t o  g i v e  t h e  c o n t r a c t o r  
t h e  t i m e  e x t e n s i o n  r e q u e s t e d .  Ra the r  t han  r e p o r t i n g  these t ypes  o f  
c l a i m s  s e p a r a t e l y  f rom r e g u l a r  c l a i m s ,  t h e  r e p o r t e d  i n f o r m a t i o n  may 
show a  d o l l a r  amount c l a i m e d  by  t h e  c o n t r a c t o r  and a  ze ro  r e s o l v e d  
amount ,  i n d i c a t i n g  ADOT p a i d  o u t  n o t h i n g  on t h e  c l a i m .  However, i n  
essence t h e  c o n t r a c t o r  was compensated. T h e r e f o r e ,  ADOT's f a i l u r e  t o  
i s o l a t e  these  c o s t s  r e s u l t s  i n  t h e  r e p o r t i n g  o f  m i s l e a d i n g  
i n f o r m a t  i o n .  

a ADOT may impose p e n a l t i e s  on c o n t r a c t o r s  i f  t h e  end p r o d u c t  o f  t he  
p r o j e c t  does n o t  meet c o n t r a c t  s p e c i f i c a t i o n s .  I f  a  c o n t r a c t o r  
b e l i e v e s  he o r  she was p e n a l i z e d  i m p r o p e r l y ,  t h e  c o n t r a c t o r  can f i  l e  
a  c l a i m  f o r  t h e  amount o f  t h e  p e n a l t y .  We i d e n t i f i e d  one case i n  
w h i c h  ADOT l a t e r  wa ived t h e  p e n a l t y .  However, t h e  i n f o r m a t i o n  i s  
p r e s e n t e d  so t h a t  i t  appears  t h e  c o n t r a c t o r  l o s t  t h e  c l a i m  s i n c e  ADOT 
shows no money b e i n g  p a i d  o u t  where money was c l a i m e d .  R e p o r t i n g  the  
i n f o r m a t i o n  t h i s  way makes ADOT look  as i f  i t  i s  p a y i n g  o u t  a  lower 
p e r c e n t a g e  o f  c l a i m s  t h a n  i t  a c t u a l l y  i s .  A g a i n ,  r e p o r t i n g  t h e  
i n f o r m a t i o n  i n  t h i s  manner m i s r e p r e s e n t s  what a c t u a l l y  happened w i t h  
t h e  c l a i m .  

I n  a d d i t i o n ,  i n  some i n s t a n c e s  t h e  C la ims  Branch i s  r e p o r t i n g  i n f o r m a t i o n  

on c l a i m s  f o r  w h i c h  the  S t a t e  i s  n o t  f i n a n c i a l l y  l i a b l e .  For  example,  

some c i t y  p r o j e c t s  a r e  p a r t i a l l y  funded by f e d e r a l  d o l l a r s ,  b u t  t he  

f e d e r a l  funds must pass t h r o u g h  ADOT. As a  r e s u l t ,  ADOT c o n t r a c t s  f o r  

t h e  j o b  b u t  t h e  c i t y  p r o v i d e s  s u p e r v i s i o n  and i n c u r s  a l l  l  i a b i  l  i t y  

a s s o c i a t e d  w i t h  t h e  p r o j e c t ,  i n c l u d i n g  any c l a i m s .  However, t he  

c o n t r a c t o r  f i l e s  i t s  c l a i m  w i t h  ADOT. I n  these cases ,  a  d o l l a r  amount 

c l a i m e d  w i l l  be r e p o r t e d ,  and a  ze ro  d o l l a r  amount p a i d  w i l l  be i n d i c a t e d  

even though some o t h e r  e n t i t y ,  such as t h e  c i t y ,  may have a c t u a l l y  p a i d  a  

p o r t i o n  o f  t h e  c l a i m e d  amount .  By i n c l u d i n g  o n l y  t h e  c l a i m e d  amount and 

no amount p a i d ,  t he  p e r c e n t  o f  c l a i m  d o l l a r s  a c t u a l l y  p a i d  i s  

a r t i f i c i a l l y  l owered .  

F u r t h e r ,  t h e  C la ims  Branch f a i l s  t o  i d e n t i f y  c l a i m  c o s t s  wh ich  may have 

been p a i d  by t h e  f e d e r a l  government ,  mak ing i t  appear as i f  a l l  c l a i m  



c o s t s  p a i d  were p a i d  by ADOT.(') For  example ,  t h e  f e d e r a l  government 

t h rough  the  FHWA p a r t i c i p a t e d  i n  t h e  amount o f  $1 ,006,817 o f  a  $1 .7  

mi l l i o n  de lay  c l a i m .  However, ADOT's r e p o r t i n g  mechanism g i v e s  no 

i n d i c a t i o n  o f  f e d e r a l  a s s i s t a n c e .  

I n f o r m a t i o n  r e p o r t e d  i s  l i m i t e d  - I n  a d d i t i o n  t o  t h e  i n a c c u r a c i e s  and 

m i s l e a d i n g  i n f o r m a t i o n  c o n t a i n e d  i n  t h e  r e p o r t ,  t h e  i n f o r m a t i o n  r e p o r t e d  

and d i s t r i b u t e d  t o  t h e  d i s t r i c t s  and ADOT management p r o v i d e s  no d e t a i l e d  

i n f o r m a t i o n  o r  a n a l y s i s  on c l a i m s .  The C la ims  B ranch  m o n t h l y  r e p o r t  

l i s t s  a c t i v e  c l a i m s  o r g a n i z e d  by  d i s t r i c t s  and s o r t e d  by  r e s i d e n t  

e n g i n e e r ,  c l a i m  number, and p r o j e c t  number. In a d d i t i o n ,  any d o l l a r  

amount c la imed  i s  n o t e d  a l o n g  w i t h  a  b r i e f  d e s c r i p t i o n  o f  t h e  c l a i m .  

However, no i n f o r m a t i o n  r e g a r d i n g  t h e  h i s t o r y  o f  a  c l a i m  i s  p u b l i s h e d .  

T h e r e f o r e ,  one cannot  r e a d i l y  i d e n t i f y  t h e  age o f  t h e  c l a i m ,  t h e  l a s t  

d a t e  o f  any a c t i o n  on t h e  c l a i m ,  o r  t he  a c t i o n  t h a t  has been t a k e n  on t h e  

c l a i m .  C u r r e n t l y ,  t h i s  t y p e  o f  i n f o r m a t i o n  i s  n o t  c a p t u r e d  on t h e  

database.  However, p lanned  r e v i s i o n s  t o  t h e  automated system w i l l  a l l o w  

t h i s  i n f o r m a t i o n  t o  be t r a c k e d  and r e p o r t e d .  

A l s o ,  we found l i t t l e  ev idence  o f  any r o u t i n e  i n - d e p t h  a n a l y s e s  b e i n g  

per fo rmed on t h e  c l a i m  i n f o r m a t i o n  by t h e  C la ims  B ranch .  The b ranch  

comp i l es  and r e p o r t s  i n f o r m a t i o n .  However i t  appears  t o  be used 

p r i m a r i l y  t o  l i s t  t h e  s t a t u s  o f  c l a i m s .  A l t h o u g h  t h e  volume o f  c l a i m s  

may i n d i c a t e  ADOT1s need t o  improve i t s  c l a i m  s e t t l e m e n t  and p r e v e n t i o n  

p rocedures ,  they  do n o t  suggest  what p a r t s  o f  t h e  c o n s t r u c t i o n  p rocess  o r  

t h e  c o n t r a c t i n g  system need a t t e n t i o n .  T h e r e f o r e ,  i t  i s  necessa ry  t o  

e v a l u a t e  what aspec ts  o f  c o n s t r u c t i o n  a r e  most f r e q u e n t l y  t h e  s u b j e c t  o f  

c l a i m s .  

ADOT1s c o n t r a c t i n g  c l a i m  expe r ience  can be a n a l y z e d  t o  i n d i c a t e  s p e c i f i c  

changes i n  t h e  c o n t r a c t i n g  p rocess  t h a t  a r e  l i k e l y  t o  reduce t h e  number 

o f  c l a i m s  o r  t h e  s e v e r i t y  o f  t h e  d i s p u t e s .  P e r i o d i c  a n a l y s i s  o f  t h e  

( 1 )  The federa l  government may p a r t i c i p a t e  i n  p a y i n g  c la ims  i n  p r o j e c t s  where f e d e r a l  
money i s  fund ing  a l l  o r  a  p o r t i o n  o f  the  p r o j e c t .  However, FHWA's agreement t o  

p a r t i c i p a t e  i n  t h e  c o s t  o f  the  c l a i m  does n o t  e n t i t l e  A r i z o n a  t o  a d d i t i o n a l  f e d e r a l  

funds b u t  g i ves  ADOT pe rmiss ion  t o  use e x i s t i n g  f e d e r a l  funds t o  pay c l a i m  c o s t s .  



a v a i l a b l e  i n f o r m a t i o n  may r e v e a l  t r e n d s  o r  i d e n t i f y  a r e a s  i n  wh ich  

improvements o r  changes a r e  needed i n  o r d e r  t o  m i t i g a t e  t h e  number o f  

f u t u r e  c l a i m s .  

ADOT Is Taking 
Steps to Improve 

D u r i n g  t h e  c o u r s e  o f  ou r  a u d i t ,  ADOT management became aware o f  many o f  

t h e  problems men t ioned  above,  and began c o r r e c t i v e  a c t i o n .  C la ims  Branch 

pe rsonne l  a r e  t a k i n g  a  more a c t i v e  r o l e  t o  a s s i m i l a t e  c l a i m  d a t a .  For  

example,  s t a f f  have begun mak ing r e g u l a r  t r i p s  t o  each d i s t r i c t  t o  rev iew  

d i s t r i c t  c l a i m  f i l e s  t o  ensure  c o m p a r a b i l i t y  w i t h  t h e i r  own f i l e s .  O the r  

p lanned  improvements i n c l u d e :  

o Upda t ing  i n f o r m a t i o n  c o n t a i n e d  on t h e  database 

0 R e v i s i n g  and expand ing  t h e  t ype  o f  c l a i m  i n f o r m a t i o n  c a p t u r e d  on t h e  
database t o  i n c o r p o r a t e  r e l e v a n t  a c t i o n s  and d a t e s  i n  o r d e r  t o  
f a c i l i t a t e  e a s i e r  s t a t u s  d e t e r m i n a t i o n .  

E s t a b l i s h i n g  and m a i n t a i n i n g  a  t i c k l e r  database o f  a l l  c l a i m  n o t i c e s  

a P r o v i d i n g  summaries o f  f i l e  c o n t e n t s  and a c t i o n s  i n  a l l  c l a i m  f i l e s .  

I n  a d d i t i o n ,  t he  b r a n c h  has r e c e n t l y  deve loped g o a l s  and o b j e c t i v e s  wh ich  

s h o u l d  c l a r i f y  t h e  b r a n c h ' s  r o l e  i n  t h e  p rocess  and improve o p e r a t i o n s .  

A l s o ,  t h e  b ranch  p l a n s  t o  d e l i n e a t e  s t a f f  r e s p o n s i b i l i t i e s  r e g a r d i n g  t h e  

p r o c e s s i n g  o f  c l a i m  i n f o r m a t i o n .  F i n a l l y ,  based on some o f  t h e  r e c e n t l y  

deve loped o b j e c t i v e s ,  i t  appears  more ana lyses  o f  c l a i m  i n f o r m a t i o n  w i l l  

be pe r fo rmed .  



RECOMMENDATIONS - 

I .  ADOT shou ld  c o n t i n u e  t o  implement improvements as o u t l i n e d  i n  i t s  

g o a l s  and o b j e c t i v e s  s ta temen t  f o r  t he  C la ims  B r a n c h .  

2 .  ADOT shou ld  r e v i s e  i t s  method o f  r e p o r t i n g  c l a i m  i n f o r m a t i o n  t o  more 

a c c u r a t e l y  r e f l e c t  c l a i m  d o l l a r  amounts.  

3 .  ADOT s h o u l d  a n a l y z e  c l a i m s  i n f o r m a t i o n  i n  v a r i o u s  ways.  The a n a l y s e s  

m igh t  be used t o  i d e n t i f y  and c o r r e c t  p rob lem a reas  i n  p l a n s ,  

s p e c i f i c a t i o n s ,  o r  o t h e r  c o n t r a c t  documents wh ich  may be t h e  cause o r  

s u b j e c t  o f  f r e q u e n t  c l a i m s .  

4 .  ADOT shou ld  c o n s i d e r  imp lemen t ing  some o f  t h e  recommendations 

proposed by r e c o r d s  management i n  o r d e r  t o  b e t t e r  u t  i  l  i z e  and manage 

i t s  C la ims Branch f i l e s  i n c l u d i n g  d e v e l o p i n g  a  s e t  o f  o f f i c e  

p rocedures ,  p r o v i d i n g  case summaries f o r  each f i l e ,  and i m p r o v i n g  

f i l e  s e c u r i t y .  



FINDING I I  

ADOT NEEDS TO IMPLEMENT CHANGES 

TO ENSURE TIMELY RESOLUTION OF CLAIMS 

ADOT needs t o  implement changes t o  promote t h e  t i m e l y  r e s o l u t i o n  o f  

c l a i m s  s u b m i t t e d  by c o n t r a c t o r s .  ADOT has n o t  hand led  some c l a i m s  i n  a  

t i m e l y  manner. By d e v e l o p i n g  a  more fo rmal  c l a i m s  p rocess  and t r a c k i n g  

c l a i m s  t o  ensure  they  adhere t o  t he  g u i d e l i n e s ,  ADOT may be a b l e  t o  

r e s o l v e  c l a i m s  more q u i c k l y .  

Some Claims Have Had 
Delays in Resolution 

Al though ADOT does n o t  m a i n t a i n  t h e  d a t a  necessary  t o  d e t e r m i n e  i t s  

o v e r a l l  per fo rmance i n  t i m e l y  c l a i m  r e s o l u t i o n ,  i t  appears t h a t  some 

c l a i m s  a r e  de layed  l onge r  t han  necessa ry .  We a t t e m p t e d  t o  d e t e r m i n e  

ADOT's t i m e l i n e s s  i n  c o m p l a i n t  r e s o l u t i o n  by r e v i e w i n g  30 r e c e n t l y  c l o s e d  

c l a i m s  b u t  c o u l d  n o t  o b t a i n  t h e  b a s i c  d a t a  we needed f rom them. The 

rev iew  p roved  i n c o n c l u s i v e  due t o  s e v e r a l  p rob lems :  1 )  some f i l e s  

con ta ined  no ev idence o f  when a  n o t i c e  o f  i n t e n t  t o  f i l e  c l a i m  became a 

fo rmal  c l a i m :  t h e r e f o r e  we c o u l d  n o t  de te rm ine  t h e  l e n g t h  o f  t i m e  between 

f i  I  i n g  t h e  c l a i m  and ADOT's a c t i o n s ; ( ' )  2 )  ove r  h a l f  o f  t h e  f i  l e s  

c o n t a i n i n g  fo rmal  c l a i m s  lacked a  w r i t t e n  d e c i s i o n  by  ADOT t o  a c c e p t ,  

m o d i f y ,  o r  r e j e c t :  t h e r e f o r e  t h e r e  was no r e c o r d  o f  when t h e  i n i t i a l  

d e c i s i o n  was reached;  and 3) i f  ADOT responded t o  t h e  c l a i m  by i n i t i a t i n g  

n e g o t i a t i o n s  and d i s c u s s i o n s  w i t h  c o n t r a c t o r s ,  as  some ADOT s t a f f  t o l d  

u s ,  we c o u l d  n o t  de te rm ine  when t h i s  took  p l a c e ,  s i n c e  no w r i t t e n  r e c o r d  

was made f o r  t he  f i  l e s .  These t h r e e  f a c t o r s  made i t  i m p o s s i b l e  t o  

c a l c u l a t e  t h e  l e n g t h  o f  t ime  between t h e  c o n t r a c t o r ' s  f i  l i n g  a  c l a i m  and 

ADOT's response.  

( 1 )  Before beg inn ing  d ispu ted  work, c o n t r a c t o r s  submit a  n o t i c e  o f  i n t e n t  t o  f i l e  c l a i m ,  

which a l l o w s  ADOT t o  beg in  keeping i t s  own records o f  t h e  work b u t  does n o t  r e q u i r e  a  

response. L a t e r ,  when t h e  work i s  completed and a l l  c o s t s  have been i n c u r r e d ,  i f  t h e  

c o n t r a c t o r  s t i l l  be1 ieves  a d d i t i o n a l  compensation i s  j u s t i f i e d ,  t h e  c o n t r a c t o r  w i l l  

f i l e  a  formal  c la im.  ADOT then makes i t s  d e c i s i o n  t o  accep t ,  mod i f y ,  o r  r e j e c t  t h e  
c la im.  



A l t h o u g h  we c o u l d  n o t  rev iew  the  amount o f  t ime i t  took  ADOT t o  reach i t s  

i n i t i a l  d e c i s i o n  on a  c l a i m ,  we were a b l e  t o  t r a c k  t h e  t ime  i t  t ook  f o r  

ADOT t o  p rocess  a  c o n t r a c t o r ' s  appeal  o f  the  d e c i s i o n .  We rev iewed a l l  

22 o f  t h e  cases wh ich  had second l e v e l  rev iew h e a r i n g s  between 1987 and 

1 9 8 9 . ( l )  I n  t hese  cases ,  ADOT took  an average o f  97 days f rom t h e  

c o n t r a c t o r ' s  reques t  f o r  a  h e a r i n g  t o  t h e  h e a r i n g  d a t e ,  and an a d d i t i o n a l  

47 days f rom t h e  h e a r i n g  t o  n o t i f y  t h e  c o n t r a c t o r  o f  i t s  d e c i s i o n . ( 2 )  

Thus,  on average c o n t r a c t o r s  w a i t  a lmost  f i v e  a d d i t i o n a l  months t o  

r e c e i v e  a  d e t e r m i n a t i o n  on t h e  appeal  o f  an i n i t i a l  ADOT d e c i s i o n .  

Wh i l e  t h e  d a t a  was n o t  a v a i  l a b l e  t o  t r a c k  ADOT's o v e r a l l  t i m e l i n e s s  i n  

h a n d l i n g  c l a i m s ,  a  survey  o f  20 c o n t r a c t o r s  produced examples o f  d e l a y e d  

c l a i m s .  Twelve o f  t h e  20 c o n t r a c t o r s  we surveyed a r e  d i s s a t i s f i e d  w i t h  

t h e  amount o f  t ime  taken by  ADOT t o  r e s o l v e  c l a i m s . ( 3 )  Three c o n t r a c t o r s  

accused ADOT o f  d r a g g i n g  o u t  t h e  p rocess  so t h a t  t h e  c o n t r a c t o r  wou ld  

d r o p  t h e  c l a i m .  The f o l l o w i n g  cases i l l u s t r a t e  de layed  c l a i m s .  

A c l a i m  f i l e d  J u l y  2 5 ,  1988, f o r  $26,800 was i n i t i a l l y  den ied  a t  t h e  
p r o j e c t  l e v e l  August 5 ,  1988. The c o n t r a c t o r  subsequen t l y  reques ted  
an a d m i n i s t r a t i v e  r e v i e w  o f  t h e  c l a i m  on August 1 6 ,  1988. The 
h e a r i n g  was schedu led and h e l d  December 13 ,  1988 (119 days l a t e r ) .  
The rev iew  b o a r d  made a  recommendat i o n  t o  t h e  ADOT S t a t e  Eng ineer  on 
January 1 1 ,  1989, b u t  t h e  d e c i s i o n  l e t t e r  t o  t he  c o n t r a c t o r  (award ing  
a  p o r t i o n  o f  t h e  c l a i m  amount) was n o t  sent  o u t  u n t i l  March 1 3 ,  1989 
- 90 days a f t e r  t h e  h e a r i n g  was h e l d .  

( 1 ) Second l e v e l  r e v i e w  h e a r i n g s  a r e  a d m i n i s t r a t i v e  h e a r i n g s  h e l d  b e f o r e  ADOT e n g i n e e r i n g  

s t a f f .  

( 2 )  Average t i m e  t o  schedu le  h e a r i n g  i s  based on 19 o f  t h e  22 cases .  One case was 

exc luded  because t h e  f i l e  was n o t  a v a i l a b l e  f o r  o u r  r e v i e w .  The h e a r i n g  i n  t h a t  case 

was h e l d  on May 25,  1989, and as o f  Janua ry  3 ,  1990, t h e  r e v i e w e r  had n o t  made a  

d e c i s i o n  and s t i l l  had t h e  f i l e .  A  second case was exc luded  because t h e  p r o c e s s  was 

p r o l o n g e d  by t h e  c o n t r a c t o r ' s  need t o  pos tpone  t h e  h e a r i n g  w h i l e  he  f i n i s h e d  g a t h e r i n g  

c o s t  i n f o r m a t i o n .  The t h i r d  case was n o t  a  second l e v e l  r e v i e w  b u t  a  f i n a l  

a d m i n i s t r a t i v e  r e v i e w  as r e q u i r e d  by t h e  1982 s p e c i f i c a t i o n s ,  w h i c h  c a l l e d  f o r  

a t t o r n e y s  on b o t h  s i d e s ,  c o u r t  r e p o r t e r s ,  and f i n a l  a t t o r n e y s '  b r i e f s  p r e s e n t e d  a f t e r  

t h e  h e a r i n g .  Time frames on t h a t  case wou ld  n o t  be comparab le  t o  o r d i n a r y  second 

l e v e l  r e v i e w s .  Average t i m e  t o  i s s u e  a  d e c i s i o n  i s  based on t h e  14 o f  t h o s e  19 cases 

f o r  wh i ch  a d e c i s i o n  had been g i v e n  a t  t h e  t i m e  o f  o u r  r e v i e w .  Fou r  o f  t h e  19 cases 

were s t i l l  a w a i t i n g  a  d e c i s i o n ,  and one had been s e t t l e d  b e f o r e  a d e c i s i o n  was made. 

( 3 )  We su rveyed  20 c o n t r a c t o r s  who had a c t i v e  c l a i m s  w i t h  ADOT as  o f  December 6 ,  1989. 
See Append ix  I 1  f o r  f u r t h e r  i n f o r m a t i o n  o b t a i n e d  f r om c o n t r a c t o r  s u r v e y .  



A c o n t r a c t o r  w a i t e d  over  8  months f rom the  t ime  he reques ted  an 
a d m i n i s t r a t i v e  r e v i e w  u n t i l  t he  h e a r i n g  was h e l d ,  and he w a i t e d  2 
more months t o  r e c e i v e  t h e  d e c i s i o n  f rom the  r e v i e w .  The c o n t r a c t o r  
reques ted  an a d m i n i s t r a t i v e  rev iew  on June 24 ,  1987, a f t e r  t h e  c l a i m  
was den ied  a t  t h e  p r o j e c t  l e v e l .  The h e a r i n g  was n o t  h e l d  u n t i l  
March 1 6 ,  1988, 266 days l a t e r .  F u r t h e r m o r e ,  a  recommendation 
r e g a r d i n g  the  c l a i m  was n o t  reached u n t i l  May 3 ,  1988 (48  days a f t e r  
t h e  h e a r i n g )  and t h e  c o n t r a c t o r  was n o t i f i e d  o f  t h e  d e c i s i o n  i n  a  
l e t t e r  da ted  May 2 0 ,  1988. 

I n  some cases,  c o n t r a c t o r s  m a i n t a i n  ADOT's f a i l u r e  t o  r e s o l v e  c l a i m s  i n  a  

t i m e l y  manner may cause them f i n a n c i a l  h a r d s h i p .  For  example:  

A c o n t r a c t o r  e s t i m a t e s  an u n r e s o l v e d  6  month o l d  c l a i m  c o u l d  c o s t  h i s  
company $300,000 i n  missed p r o f i t  on o t h e r  work .  As o f  Feb rua ry  2 ,  
1990, ADOT had n o t  made a  d e t e r m i n a t i o n  r e g a r d i n g  a  c l a i m  f i l e d  by 
t h i s  c o n t r a c t o r  on J u l y  2 7 ,  1989, a l t h o u g h  a  d e c i s i o n  s h o u l d  have 
been made w i t h i n  90 days .  ADOT d i s t r i c t  s t a f f  b e l i e v e  t h e  c l a i m  i s  
v a l i d  b u t  have n o t  reached an agreement on c o s t s .  

The d e l a y  i n  r e s o l v i n g  t h i s  c l a i m  has impacted t h e  company's a b i  l  i  t y  
t o  b i d  on o t h e r  j o b s  s i n c e  ADOT and bond ing  companies de te rm ine  t h e  
s i z e  j ob  a  c o n t r a c t o r  can b i d  by r e v i e w i n g  t h e  c o n t r a c t o r ' s  l i q u i d  
a s s e t s .  S i n c e  t h e  c l a i m  c o s t s  have n o t  been re imbursed ,  t h e  
company's l i q u i d  a s s e t s  a r e  d i m i n i s h e d .  The c o n t r a c t o r  s a i d  he c o u l d  
q u a l i f y  f o r  j o b s  up t o  t e n  t imes  t h e  amount o f  l i q u i d  a s s e t s ,  so t h i s  
$136,000 c l a i m  c o u l d  have reduced h i s  a b i l i t y  t o  b i d  by up t o  $1 . 3 6  
mi l  l i o n .  

ADOT's l ack  o f  p rocedures  t o  ensure  the  t i m e l y  r e s o l u t i o n  o f  c l a i m s  may 

have caused these d e l a y s .  ADOT has deve loped s p e c i f i c a t i o n s  wh ich  d e f i n e  

b o t h  ADOT's and t h e  c o n t r a c t o r ' s  r o l e  i n  c l a i m  r e s o l u t i o n .  However, t h e  

s p e c i f i c a t i o n s  a r e  vague i n  s e v e r a l  a reas  wh ich  can c o n t r i b u t e  t o  d e l a y s  

i n  c l a i m  r e s o l u t i o n .  I n  a d d i t i o n ,  ADOT l a c k s  i n t e r n a l  p rocedures  f o r  

m o n i t o r i n g  t h e  p r o g r e s s  o f  c l a i m s .  

No time frames for ADOT actions - A l t h o u g h  t h e  s p e c i f i c a t i o n s  i n c l u d e  

t i m e  g u i d e l i n e s  f o r  c o n t r a c t o r s  t o  f o l l o w  th roughou t  t h e  r e s o l u t i o n  

p r o c e s s ,  t h e  s p e c i f i c a t i o n s  do n o t  c o n t a i n  s i m i l a r  requ i remen ts  f o r  



ADOT. The s p e c i f i c a t i o n s  r e q u i r e  o n l y  t h a t  ADOT make an i n i t i a l  d e c i s i o n  

w i t h i n  60 o r  90 days (depend ing  on t h e  s i z e  o f  t h e  c l a i m ) .  Once an 

i n i t i a l  d e c i s i o n  i s  made, ADOT has no f u r t h e r  t i m e  g u i d e l i n e s  t o  meet 

d u r i n g  t h e  appeal p r o c e s s .  O the r  s t a t e s  have deve loped g u i d e l i n e s  f o r  

each phase o f  t he  r e s o l u t i o n  p r o c e s s .  Oklahoma, f o r  example ,  has  s e t  

d e a d l i n e s  f o r  each phase o f  t h e  p rocess  so t h a t  t h e  f i n a l  a d m i n i s t r a t i v e  

d e c i s i o n  can be g i v e n  w i t h i n  40 days o f  t he  fo rma l  c l a i m  s u b m i s s i o n .  

C la im  s u b m i t t a l  i s  i n f o r m a l  - ADOT s p e c i f i c a t i o n s  g i v e  o n l y  g e n e r a l  

guidance f o r  f i l i n g  a  c l a i m ,  r e s u l t i n g  i n  i n f o r m a l  and i n c o m p l e t e  c l a i m s  

wh ich  i n  t u r n  l ead  t o  t i m e l i n e s s  p rob lems .  The c o n t r a c t o r  i s  t o  submi t  

t h e  c l a i m  a l o n g  w i t h  c o s t  i n f o r m a t i o n  t o  ADOT w i t h i n  60 days a f t e r  a l l  

c o s t s  a s s o c i a t e d  w i t h  a  c l a i m  have been i n c u r r e d .  However, t h e  

s p e c i f i c a t i o n s  do n o t  d e f i n e  t h e  fo rmat  o f  t h e  c l a i m ,  Consequen t l y ,  some 

f i l e s  we reviewed c o n t a i n e d  no ev idence  o f  when a  n o t i c e  o f  i n t e n t  t o  

f i l e  c l a i m  became a  fo rma l  c l a i m .  W i t h o u t  b e i n g  a b l e  t o  d e t e r m i n e  when a  

c l a i m  becomes " f o r m a l , "  t r a c k i n g  o f  d e c i s i o n  due d a t e s  becomes d i f f i c u l t ,  

i f  no t  i m p o s s i b l e .  G e o r g i a  e s t a b l i s h e s  a  fo rma l  c l a i m  f i l i n g  d a t e  by 

r e q u i r i n g  c o n t r a c t o r s  t o  f i l l  o u t  a  c l a i m  c e r t i f i c a t i o n  fo rm.  

F u r t h e r ,  ADOT s p e c i f i c a t i o n s  a r e  u n c l e a r  as t o  e x a c t l y  what s u p p o r t i n g  

documenta t ion  i s  needed. As a  r e s u l t ,  c o n t r a c t o r s  f r e q u e n t l y  submi t  

incomple te  c la i rns wh ich  d e l a y s  p r o c e s s i n g  u n t i l  t h e  c o n t r a c t o r  s u p p l i e s  

the  m i s s i n g  d a t a .  I n  c o n t r a s t ,  Wash ing ton ' s  s p e c i f i c a t i o n s  c l e a r l y  

d e t a i l  t he  minimum i n f o r m a t i o n  t o  be s u p p l i e d  by  c o n t r a c t o r s  when t h e y  

submit a  c l a i m .  

W r i t t e n  d e c i s i o n s  a r e  not r e q u i r e d  - ADOT s p e c i f i c a t i o n s  do n o t  r e a u i r e  

ADOT t o  p r o v i d e  c o n t r a c t o r s  w i t h  w r i t t e n  d e c i s i o n s  on c l a i m s  submi 2 d ~  

A l though ADOT s p e c i f i c a t i o n s  i n d i c a t e  t h a t  ADOT i s  t o  rende r  a  d e c i s i o n  

w i t h i n  60 o r  90 days o f  r e c e i p t  o f  a  c l a i m ,  t h e  s p e c i f i c a t i o n s  do n o t  

r e q u i r e  a  w r i t t e n  d e c i s i o n ,  I n s t e a d ,  t h e  s p e c i f i c a t i o n s  i n d i c a t e  t h a t  i f  

t he  c o n t r a c t o r  does n o t  r e c e i v e  a  d e c i s i o n  f rom ADOT w i t h i n  t h e  60 o r  90 

days,  t h e  c o n t r a c t o r  can assume t h e  c l a i m  i s  d e n i e d .  Many o f  t h e  p r o j e c t  

f i l e s  we reviewed lacked  a  w r i t t e n  d e c i s i o n .  A l t h o u g h  most o f  t h e  

c o n t r a c t o r s  we su rveyed  i n d i c a t e d  t h a t  ADOT g e n e r a l l y  d i d  p r o v i d e  a  



w r i t t e n  d e c i s i o n ,  some o f  those t h a t  d i d  n o t  r e c e i v e  a  w r i t t e n  d e c i s i o n  

were u n c e r t a i n  as t o  whether ADOT t r u l y  den ied  the  c l a i m ,  o r  whether  ADOT 

was j u s t  l a t e  i n  r e a c h i n g  a  d e c i s i o n .  S i x  o f  t h e  e i g h t  s t a t e s  we 

surveyed r e q u i r e  depar tment  s t a f f  t o  make a l l  d e c i s i o n s  i n  w r i t i n g . ( ' )  

C l a i m  p r o g r e s s  - i s  n o t  m o n i t o r e d  - A l though  ADOT management i n d i c a t e d  t h a t  

i t  i s  t he  d i s t r i c t ' s  r e s p o n s i b i l i t y  t o  m o n i t o r  c l a i m s  p r i o r  t o  t h e  

a d m i n i s t r a t i v e  rev iew  s t a g e ,  some d i s t r i c t  s t a f f  i n d i c a t e d  t h a t  t hey  r e l y  

on the  C la ims Branch t o  m o n i t o r  c l a i m s  and i ssue  r e m i n d e r s .  However, t h e  

Cla ims Branch has n o t  a c t i v e l y  m o n i t o r e d  the  p r o g r e s s  o f  c l a i m s  a t  any 

l e v e l .  

We found t h a t  even those c l a i m s  wh ich  have reached t h e  c e n t r a l  o f f i c e  

rev iew  s tage  a r e  n o t  b e i n g  m o n i t o r e d  t o  ensure t i m e l y  r e s o l u t i o n .  Once a 

c l a i m  has been den ied  a t  t h e  p r o j e c t  o r  d i s t r i c t  l e v e l ,  t h e  c o n t r a c t o r  

can request  an a d m i n i s t r a t i v e  r e v i e w .  A l though  t h e  C la ims  Branch p l a y s  a  

key  r o l e  i n  s c h e d u l i n g  c l a i m s  f o r  t h e  a d m i n i s t r a t i v e  r e v i e w ,  t h e  b ranch  

does n o t  a lways  schedu le  h e a r i n g s  i n  a  t i m e l y  manner,  and i t  a l s o  f a i l s  

t o  f o l l o w  up on the  p r o g r e s s  o f  c l a i m s  a f t e r  r e v i e w  t o  ensure  t i m e l y  

d e c i s i o n s  have been rendered .  

The Cla ims B r a n c h ' s  new g o a l s  and o b j e c t i v e s  i n d i c a t e  t h a t  i t  p l a n s  t o  

t ake  a  s t r o n g e r  r o l e  i n  m o n i t o r i n g  c l a i m s .  The b r a n c h  i s  p l a n n i n g  t o  

deve lop  a " t i c k l e r "  da tabase t o  s i g n a l  when ADOT a c t i o n s  a r e  r e q u i r e d .  

F u r t h e r ,  t h e  b ranch  w i l l  be v i s i t i n g  d i s t r i c t s  t o  upda te  i n f o r m a t i o n  on 

c l a i m  s t a t u s ,  and t o  p r o v i d e  t r a i n i n g  t o  d i s t r i c t  s t a f f  on c l a i m  

r e s o l u t i o n .  

( 1 )  We surveyed e i g h t  s t a t e s  r e g a r d i n g  a l l  aspects o f  t h e i r  c la ims-hand l ing  process.  We 

chose these s t a t e s  ( N o r t h  Dakota, Colorado,  Washington, Georg ia ,  F l o r i d a ,  Mary land,  

Mich igan,  and C a l i f o r n i a )  based on recommendations from t h e  Federal Highway 
A d m i n i s t r a t i o n ,  t h e  American A s s o c i a t i o n  o f  S t a t e  Highway and T r a n s p o r t a t i o n  

O f f i c i a l s ,  and a  n a t i o n a l  c la ims  c o n s u l t a n t ,  who s a i d  these s t a t e s  had good c la ims  

processes o r  many c la ims .  We a l s o  d iscussed t ime l i m i t s  w i t h  Oklahoma, New Mexico, 
and Nevada, because o u r  rev iew o f  1 i t e r a t u r e  and conversa t ions  w i t h  c o n t r a c t o r s  

i n d i c a t e d  these s t a t e s  had s h o r t e r  t i m e  requi rements.  



RECOMMENDATIONS 

1 .  ADOT should establish time guidelines for each step in the claim 

process. 

2 .  ADOT should formalize the claim submission process by: 

Requiring contractors to submit a claim form indicating the 

date, basis, and amount of the claim. 

Clarifying what items the contractor must submit with a claim. 

3. The Claims Branch should develop and implement a system for 

monitoring the progress of claims, and issue reminders when 

appropriate to ensure that time guidelines are met. 

4 .  ADOT should establish procedures requiring a written decision for 

every formal claim. 



OTHER PERTINENT INFORMATION 
--p--ppp 

D u r i n g  t h e  course  o f  ou r  a u d i t  we deve loped i n f o r m a t i o n  on ADOT1s l a c k  o f  

c r i t i c a l  management i n f o r m a t i o n  and t h e  appea ls  p r o c e s s .  

A D O T  Does N o t  Keep Accu ra te -  
Compos i te  I n fo rma t ion  on P r o j e c t  C o s t s  

ADOT c o u l d  no t  r e a d i l y  p r o v i d e  t h e  h i s t o r y  o f  a l l  c o s t s  a s s o c i a t e d  w i t h  

i t s  c o n s t r u c t i o n  p r o j e c t s .  We reques ted  compos i te  i n f o r m a t i o n  r e g a r d i n g  

p r o j e c t s ,  s p e c i f i c a l l y :  1 )  t h e  i n i t i a l  b i d  amount o f  a  p r o j e c t ,  2 )  change 

o r d e r s ,  3 )  f o r c e  a c c o u n t s ,  4 )  c l a i m s ,  and 5 )  t o t a l  payments made t o  

c o n t r a c t o r s .  However, we d i s c o v e r e d  t h a t  no such c o m p i l a t i o n  o f  

i n f o r m a t i o n  e x i s t s .  A l t h o u g h  ADOT r e p o r t s  s i g n i f i c a n t  o v e r r u n s  m o n t h l y  

t o  t h e  T r a n s p o r t a t i o n  B o a r d ,  i t  does n o t  c o m p i l e  t h e  d a t a  needed t o  

p e r c e i v e  a  p a t t e r n  ove r  t i m e .  A number o f  unconnected computer  systems 

t r a c k  r e l a t e d  p r o j e c t  i n f o r m a t i o n .  

We found t h a t  n e i t h e r  computer d a t a  nor  h a n d w r i t t e n  r e c o r d s  were 

c o m p l e t e l y  r e l i a b l e .  ADOT s t a f f  w r o t e  a  s p e c i a l  computer  p rogram t o  

comp i l e  p a r t  o f  t h e  d a t a  we reques ted  f rom two o f  i t s  sys tems.  However, 

the  r e s u l t a n t  r e p o r t  c o n t a i n e d  i n a c c u r a t e  f i g u r e s  f o r  change o r d e r s  and 

f o r c e  accounts .  A l s o ,  t h e  payment r e c o r d s  m a i n t a i n e d  m a n u a l l y  by one 

ADOT s e c t i o n  a r e  i n c o r r e c t .  B o t h  prob lems appear t o  stem f rom r e c o r d i n g  

i n f o r m a t i o n  when o n l y  e s t i m a t e s  a r e  known, and n o t  c o r r e c t i n g  i t  when 

a c c u r a t e  f i g u r e s  become a v a i l a b l e .  As a  r e s u l t ,  e f f o r t s  t o  t e s t  t h i s  

d a t a  were abandoned and t h e  i n f o r m a t i o n  was n o t  used.  

Appeals Process 

ADOT has developed an a d m i n i s t r a t i v e  rev iew  p r o c e s s  t o  g i v e  c o n t r a c t o r s  a  

second chance t o  p r e s e n t  t h e i r  case ,  b u t  some c o n t r a c t o r s  b e l i e v e  t h e  

rev iews  a r e  b i a s e d .  We examined ADOT's r e c o r d s  b u t  reached no d e f i n i t e  

c o n c l u s i o n  on whether h e a r i n g s  a r e  a c t u a l l y  b i a s e d .  S e v e r a l  o t h e r  s t a t e s  

use d i f f e r e n t  appeal  p r o c e s s e s ,  b u t  t h e i r  p rocesses  were n o t  e v a l u a t e d .  



C u r r e n t l y ,  s e v e r a l  o p t i o n s  a r e  a v a i l a b l e  f o r  a  c o n t r a c t o r  t o  appeal  

ADOT's i n i t i a l  ( p r o j e c t  l e v e l )  d e c i s i o n  on a  c l a i m :  

6 Second l e v e l  r e v i e w  i s  a v a i l a b l e  a t  t h e  c o n t r a c t o r ' s  o p t i o n  f o r  any 
s i z e  c l a i m .  One o r  t h r e e  r e v i e w e r s ,  a l l  ADOT e n g i n e e r s ,  a r e  s e l e c t e d  
on a  case-by-case b a s i s  t o  hear  t h e  case and make a  recommendation t o  
t h e  S t a t e  E n g i n e e r .  The S t a t e  E n g i n e e r ' s  d e c i s i o n  b i n d s  ADOT, b u t  
t he  c o n t r a c t o r  may appeal  t o  a r b i t r a t i o n  o r  c o u r t .  

6 A r b i t r a t i o n  i s  t h e  f i n a l  r e c o u r s e  f o r  c l a i m s  under $100 ,000 .  
C o n t r a c t o r s  w i t h  l a r g e r  c l a i m s  may d r o p  the  excess i n  o r d e r  t o  go t o  
a r b i t r a t i o n .  The American A r b i t r a t i o n  A s s o c i a t i o n  p r o v i d e s  a  l i s t  o f  
a r b i t r a t o r s  f rom w h i c h  ADOT and t h e  c o n t r a c t o r  can s e l e c t .  The 
d e c i s i o n  i s  f i n a l  and cannot  be appea led t o  c o u r t .  

6 L i t i g a t i o n  i s  a v a i l a b l e  o n l y  f o r  c l a i m s  over $100,000.  

Acco rd ing  t o  ADOT s t a f f ,  t he  second l e v e l  rev iew  i s  an o p p o r t u n i t y  f o r  

c o n t r a c t o r s  t o  p r e s e n t  t h e i r  case t o  an eng inee r  n o t  a s s o c i a t e d  w i t h  t h e  

p r o j e c t  who may o v e r t u r n  the  p r o j e c t  s t a f f ' s  i n i t i a l  d e c i s i o n .  P r i o r  t o  

1987, c o n t r a c t o r s  were r e q u i r e d  t o  pass  th rough fo rma l  h e a r i n g s  w i t h i n  

t h e  department  b e f o r e  g o i n g  t o  a r b i t r a t i o n  o r  c o u r t .  T h i s  was c o n s i d e r e d  

u n p r o d u c t i v e ,  so requ i remen ts  were changed t o  a l l o w  t h e  c o n t r a c t o r  t o  go 

d i r e c t l y  t o  a r b i t r a t i o n  o r  l i t i g a t i o n  i f  ADOT's f i r s t  response i s  

u n s a t i s f a c t o r y .  However, t he  S t a t e  Engineer wanted t o  g i v e  t h e  

c o n t r a c t o r s  a  chance t o  p resen t  t h e i r  case t o  h i g h e r  l e v e l  ADOT o f f i c i a l s  

so he r e i n s t a t e d  t h e  t o p  l e v e l  a d m i n i s t r a t i v e  rev iew  as an o p t i o n a l  s t e p .  

A l t hough  t h e  second l e v e l  rev iew  i s  o p t i o n a l ,  many c o n t r a c t o r s  appear t o  

b e l i e v e  i t  i s  b i a s e d  a g a i n s t  them. N i n e  o f  t he  f i f t e e n  c o n t r a c t o r s  we 

surveyed who had been th rough  a  second l e v e l  r e v i e w  (see Appendix I l l )  

s a i d  ADOT's second l e v e l  rev iew  h e a r i n g s  were b i a s e d .  To de te rm ine  

whether t h e r e  was any apparent  b i a s ,  we rev iewed ADOT's r e c o r d s  on a l l  

t h e  second l e v e l  rev iews  h e l d  s i n c e  t h e  new s p e c i f i c a t i o n s  took  e f f e c t .  

S i n c e  o n l y  two cases went on t o  a r b i t r a t i o n  a f t e r  t h e  second l e v e l  

r e v i e w ,  and one outcome f a v o r e d  ADOT w h i l e  t h e  o t h e r  f a v o r e d  t h e  

c o n t r a c t o r ,  we c o u l d  n o t  t e l l  whether  an independent  p a r t y  wou ld  have 

reached a d i f f e r e n t  c o n c l u s i o n  than  ADOT's r e v i e w e r s .  We a l s o  found t h a t  

o v e r a l  I ,  60 p e r c e n t  o f  second l e v e l  r e v i e w  h e a r i n g s  r e s u l t e d  i n  comple te  

d e n i a l  o f  t h e  c l a i m ,  w h i l e  o n l y  30 p e r c e n t  o f  a r b i t r a t i o n s  h e l d  s i n c e  



1984 r e s u l t e d  i n  d e n i a l .  I n  a d d i t i o n ,  no second l e v e l  rev iews  awarded 

t h e  f u l l  c l a imed  amount ,  a l t h o u g h  20 p e r c e n t  o f  a r b i t r a t i o n s  awarded t h e  

f u l l  amount. However, i t  s h o u l d  be n o t e d  t h a t  c o n t r a c t o r s - m a y  n o t  appeal  

t o  a r b i t r a t i o n  u n l e s s  they  f e e l  they  have a  v e r y  s t r o n g  case,  wh ich  may 

e x p l a i n  the  lower d e n i a l  r a t e .  

I n  a d d i t i o n  t o  r e v i e w i n g  c o n t r a c t o r s '  conce rns  t h a t  t h e  second l e v e l  

rev iew  i s  b i a s e d ,  we s t u d i e d  t h e  appeal  p rocesses  used by o t h e r  s t a t e s .  

We found ADOT's r e v i e w  p r o c e s s  i s  n o t  u n i q u e ,  b u t  t h e r e  may be a  t r e n d  

towards d i f f e r e n t  p r o c e d u r e s .  I n  1984,  A r i z o n a  was one o f  s i x  s t a t e s  

w i t h  an i n t e r n a l  r e v i e w  b o a r d  wh ich  made recommendations t o  a  depar tment  

a u t h o r i t y  and whose d e c i s i o n s  c o u l d  be appea led t o  c o u r t . ( l )  A l a s k a ,  

Nevada, New J e r s e y ,  Oregon,  and South  Dako ta  shared those c h a r a c t e r i s t i c s  

w i t h  ADOT. However, when we c o n t a c t e d  t h e  o t h e r  f i v e  s t a t e s  we found 

t h a t  f o u r  had made o r  a r e  mak ing m o d i f i c a t i o n s  t o  i n c l u d e  o u t s i d e r s  on 

t h e  boa rd  o r  t o  a l l o w  t h e  boa rd  t o  make a  d e c i s i o n  i n s t e a d  o f  a  

recommendation. On ly  New J e r s e y  r e p o r t e d  no change.  Our c o n v e r s a t i o n s  

w i t h  those s t a t e s ,  r e v i e w  o f  t he  FHWA r e p o r t ,  and su rvey  o f  e i g h t  

a d d i t i o n a l  s t a t e s  found s e v e r a l  d i f f e r e n t  appeal  p rocesses ,  i n c l u d i n g :  

* I n t e r n a l  boa rds  w i t h  more a u t h o r i t y ,  f i x e d  membership, or r e g u l a r  
schedu les .  L i k e  ADOT, s t a t e s  wh ich  use these boards  u s u a l l y  a l l o w  
subsequent appea l  t o  o u t s i d e  c o u r t s  o r  a r b i t r a t o r s .  Some boards  make 
the  d e p a r t m e n t ' s  f i n a l  d e c i s i o n  i n s t e a d  o f  recommending a  d e c i s i o n  t o  
a  t o p  department  o f f i c i a l .  Some boa rds  have c o n s t a n t  membership and 
meet r e g u l a r l y  t o  hear  c l a i m s  i n s t e a d  o f  u t i l i z i n g  case-by-case 
appo in tments  and s c h e d u l i n g .  

Boards w i t h  members f rom o u t s i d e  t h e  d e p a r t m e n t .  I n  some s t a t e s ,  t h e  
department  and t h e  c o n t r a c t o r  each s e l e c t  one member, and those 
members s e l e c t  an independent  member. Boards  w i t h  o u t s i d e  members 
g e n e r a l l y  a l l o w  subsequent  appeal  t o  c o u r t  o r  a r b i t r a t i o n .  

Separa te  boa rds  o r  c o u r t s  wh ich  hear  c l a i m s .  Some s t a t e s  have 
e s t a b l i s h e d  C o u r t s  o f  C l a i m s ,  Boards o f  C o n t r a c t  Appea ls ,  o r  Boards 
o f  Cla ims wh ich  have j u r i s d i c t i o n  ove r  c l a i m s .  These e n t i t i e s  a r e  
n o t  c o n t r o l l e d  by t h e  department  o f  t r a n s p o r t a t i o n ,  b u t  a r e  
independent o r  a r e  p a r t  o f  t h e  c o u r t  sys tem.  I n  some s t a t e s ,  t h e i r  
d e c i s i o n s  may be appea led  t o  o t h e r  c o u r t s .  

( 1  State  Laws and Reoul a t ions  Governing Settlement of Hiohway Construction Contract 
claims and Claim D i  sputes ,  FHWA-TS-84-209, October 1984. 



No b o a r d .  Some s t a t e s  have no h e a r i n g  p rocess ,  and c o n t r a c t o r s  may 
go d i r e c t l y  t o  c o u r t  o r  a r b i t r a t i o n  a f t e r  o b t a i n i n g  a  f i n a l  
department  d e c i s i o n .  

We d i d  n o t  e v a l u a t e  t h e  p o t e n t i a l  impact on A r i z o n a  o f  a d o p t i n g  any o f  

these a l t e r n a t i v e s ,  o r  de te rm ine  whether  c o n t r a c t o r s  i n  those s t a t e s  a r e  

more s a t i s f i e d  than  those i n  A r i z o n a .  F u r t h e r  r e s e a r c h  i s  needed t o  

e v a l u a t e  t h e  consequences o f  a  change. 
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Mr. Douglas R. Norton, Auditor General 
Office of the Auditor General 
2700 N. Central, Suite 700 
Phoenix, Arizona 85004 

Dear Mr. Norton: 

I appreciated the opportunity to comment on your findings 
regarding ADOT's Construction Design Process and Contractor 
Claims Process. The opportunity to discuss the findings as 
they were being developed allowed our staff to respond in a 
positive way before receipt of the draft report. I endorse 
this process and encourage its continuance as it strengthens 
the audit and response activity. 

We are substantially in concurrence with the findings contained 
in the report. We have taken the report as constructive 
criticism, and have utilized the information to initiate 
revisions to our procedures. 

Attached are the specific responses to the report so that you 
may better understand our view with regard to the design and 
claims processes. Additionally, where applicable, added data 
and information have been provided to clarify statements or 
correct misunderstandings within the report. 

Thanks again for the opportunity to make comments on the 
findings. Please accept my compliments to your staff for the 
professional manner in which they conducted themselves while 
visiting our agency. 

Sincerely, 
1 7  

CHARLES L. MILLER 
Director 
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RESPONSE TO THE AUDIT OF CONSTRUCTION DESIGN 

FINDING 1: DESIGN REVIEW PROCESS NEEDS TO BE STRENGTHENED. 

Response: We concur. 

Discussion: We began development of guidelines to strengthen 
design reviews last Fall. This effort culminated in 
Highways Division Procedure Memorandum No. 90-12. The 
Highway Development Process Manual will also address the 
design review process and will support the Procedure 
Memorandum. Since highway projects vary considerably in 
complexity, the number of reviews required varies among 
projects, but we will have a consistent policy by project 
type 

We will schedule increased review time, commensurate with 
the complexity of the project. Increased emphasis will also 
be placed on adherence to review schedules. Late design 
reviews will be reduced through staffing modifications and 
clarified review procedures. 

Recommendations: 

1. The Department should adopt the policy and guidelines 
mandated in the Highway Development Group's design review 
draft manual. 

The Department will publish the Highway Development Process 
Manual with policy direction for its use. 

2. The Department also needs to consider additional ways to 
strengthen the design review process. Specifically they 
should: 

a. allow more time for reviewers to submit comments. 

We have already directed that more time be allocated for 
schedule review and will incorporate the additional time 
into our project scheduling system. 

b. adopt methods reducing reliance on individual written 
comments . 
We will investigate the review system used by Colorado 
and other states for application in Arizona. 

FINDING 2: ADOT NEEDS A MORE EFFECTIVE SYSTEM FOR MANAGING 
DESIGN COSTS. 

Response: We concur. 



Discussion: Financial management of urban highway design 
projects is strong. We carefully monitor the cost of urban 
highway design projects, and the fact that design costs on 
numerous projects have significantly exceeded original budgets 
does not signify weak financial management. Original budgets 
are established on the basis of project knowledge before 
design begins. However, design by its very nature is a 
discovery process,. and change from original estimates or 
budgets are a certainty unless the original budget is 
artificially inflated. 

Our consultant design process is strongly managed financially. 
Consultants are brought under contract with specific scopes 
of work and dollar limitations. Any changes in scope or 
increase in contract financial limits must be authorized by 
supplemental contractual agreements ( e . ,  change orders). 
For example, as stated in the original contract for the outer 
loop management consultant, work is expected to begin in 
July, 1985, and may continue a minimum of 5 to 10 years". 
ADOT stated in that contract that it intended to award a 
contract for phase 1 and 2 work, and that phase 3 would be 
added later as necessary. Both the Project Monitor and 
Engineering Consulting Services closely monitor the project 
expenditures throughout the billing process and payments are 
not made which exceed the current budget as defined by the 
original contract and supplemental contractual agreements. 

ADOT has placed a greater emphasis on addressing citizen and 
municipal concerns and schedule above our concern for the 
original budgets. Emphasis on communitv participation and 
schedules pays larse benefits. The original urban controlled 
access system as presented to the voters had not progressed 
to the point of detailed engineering and cost estimating. 
Shortly after the election, MAG took official action to 
establish a schedule for completing the system, thus 
creating public expectations. Legislative leadership also 
established time expectations for placing the urban 
controlled access system under construction. 

ADOT has been very successful in meeting early construction 
commitments. An analysis for the Squaw Peak showed users 
will benefit nearly $4,000,000 per year for each mile of 
freeway open to traffic. Consideration of citizen and 
municipal concerns are vital to the successful implementation 
of any public works project; as is required by law for all 
federally-funded projects and by ADOT's own procedures for 
State-funded projects. The Department has adopted a 
partnership philosophy of working with the community to make 
its projects compatible with the environment and goals of the 
community. This process takes time and resources, but 
results in the best product, Construction of the system 
could not take place without this partnership. 



ADOT has kept adequate financial information on individual 
project budgets and expenditures. We have precise informa- 
tion on engineering, construction and right of way budgets 
and expenditures. We agree that this information has not 
been readily available to project monitors. We are working 
to consolidate that information into one system--TRACS, so 
that budgets and expenditures for related projects may be 
summarized and aggregated in an automated procedure, and the 
information will be easily accessible by project monitors. 

TRACS, a new comprehensive system which replaced five 
individual systems, is completing its final stage of imple- 
mentation. This phase includes issues such as, enhancements 
to increase roll-up capabilities and expanded data availa- 
bility. The Department is addressing of the TRACS issues 
mentioned in the report. 

The use of the term "change order" is really a misnomer, the 
term "Supplemental Agreements to the Contracts" is the most 
appropriate and descriptive term. A comparison of original 
contract amounts and subsequent total amounts contracted is 
not the means by which one should measure whether or not 
ADOT's budgets for design are meaningful, adhered to or 
accurate. The contracts are merely the mechanism for letting 
the work. 

Recommendations: 

1. ADOT should develop more realistic project design budgets and 
update budgets on a more timely basis. 

We have made a significant effort in developing realistic 
design budgets for this year's 5-Year Construction Program 
update. New procedures have been established for design, 
budget and expenditure management, including a monthly status 
report. 

2. Urban Highways staff should continue to develop financial 
tools that provide accurate budget and expenditure data so 
decisions affecting design cost increases can be made in view 
of their impact on individual project, highway, and overall 
Urban Program budgets. 

The comprehensive effort underway to complete the 
implementation of TRACS and its productivity enhancements 
will result in a powerful tool to provide accurate budget and 
expenditure data at the project, corridor and program levels. 

3. Urban Highway staff should issue an annual report explaining 
significant variances between highway budgets and 
expenditures. 



The Department will determine how it should best report 
variances between highway budgets and expenditures. Several 
reports of this nature are presently produced for specific 
purposes. A single annual report may not fulfill all of the 
needs. 

FINDING 3: ADOT MAY BE ABLE TO REDUCE COSTS BY MAKING ITS 
CONSULTANT PROCUREMENT PROCESS MORE COMPETITIVE. 

Response: We are willing to explore the concept of other 
contracting methods for consultant services. 

Discussion: To address cost reduction through competitive 
consultant procurement, the Department will undertake a value 
engineering study to review its engineering consultant 
contracting procedures. 

The phrase "spreading the work around" whether used in the 
report or by ADOT staff--does not reflect the true nature of 
our selection policy or criteria. More precisely, considera- 
tion is given to existing residual resources of a firm prior 
to selection. Further, consideration is given to the 
location at which the work is to be performed. 

Our procurement practices are subject to close scrutiny and 
approval--externally by the Attorney General and the Federal 
Highway Administration; and internally by our own management 
and auditors. ADOT practices are carefully watched by the 
consulting community. Most importantly, however, ADOT has an 
obligation to the public to continue sound procurement 
practices. 

ADOT has never eliminated a firm from consideration at either 
the short listing or final selection stages because of 
substantial prior ADOT work. We have eliminated firms from 
consideration because of the amount of their current ADOT 
work and their capabilities. In ADOT's review of the 206 
contracts awarded in calendar years 1987, 1988 and 1989, 
management modified the short list recommendation on only 22 
projects (10.7%) and the final selection recommendation on 
only 10 projects (4.9%). In both cases, modifications were 
not primarily related to the amount of current ADOT work. 

Recommendations: 

1. ADOT should continue to follow public advertising, consistent 
technical evaluation, and other current practices that have 
provided a strong procurement system for design consultants. 

We will continue our strong procurement system for 
consultants. 



2. ADOT management should reconsider its policy of "spreading 
the work around," and if a determination is made to continue 
it, this policy should be disclosed in advertising and 
materials distributed to interested firms and selection 
committee members. 

ADOT's selection process is based upon a consultant's current 
ADOT workload, other factors, and the firm's capabilities as 
clearly expressed in the short list and selection criteria, 
and emphasized in preproposal meetings. ADOT will continue 
to emphasize the importance of this understanding. 

3. ADOT management should consider introducing some cost 
competition prior to selection of a design consultant. 

ADOT believes the current system does indirectly consider 
cost as a selection factor. 

4. The Legislature may wish to consider requiring ADOT to 
promulgate rules comparable to the State's procurement code 
for departmental purchasing not covered by other legislation. 

ADOT believes the current procedures which have been reviewed 
and approved by the Federal Highway Administration and the 
Attorney General's office are more than adequate. 



RESPONSE TO THE AUDIT OF 

CONSTRUCTION CONTRACTOR CLAIMS 

@ FINDING 1 : ADOT LACKS A COMPLETE AAD ACCURATE PICTURE OF THE STATEWIDE 
CLAIMS SITUATION 

Response: We partially concur. 

Discussion: The Claims Branch was created at the request of the Office 
of the Attorney General to act as a liaison between it and the 
Department. Major functions of this office include training and 
assistance to field personnel in claims avoidance and claims 
resolution. The results of our efforts have reduced the claims 
payout as a percent of the dollar amount of construction projects 
awarded from two percent in 1985 to nearly zero percent in 1989 as 
documented in your report. 

It was never intended that this new office duplicate all the claims 
records which are kept at the project offices; nor was it intended 
that this office maintain duplicate copies of all the accounting 
records for' the project, which are maintained more appropriately by 
other sections with ADOT. 

The Claims Branch has already implemented many of the recommendations 
regarding our central office files. The following are the recommen- 
dations which the Claims Branch has already implemented with regard 
to its files: 

o Inactive files have been moved off-site. 
o Active files are secured and a strict sign-out system has been 

implemented, limiting access to staff directly involved in the 
claims process. 

o All claims files have been reviewed; duplicate records have been 
eliminated; documents are organized chronologically in each file. 

o Each active file has a summary sheet to reflect all actions which 
have been referred to the Claims Branch. 

o Internal office procedures have been established for the claims 
office and a manual documenting these procedures is forthcoming. 

Recommendations: 

1. ADOT should continue to implement improvements as outlined in its 
goals and objectives statement for the Claims Branch. 

I) We agree and are continuing to implement improvements. 

2. ADOT should revise its method of reporting claim information to more 
accurately reflect claim dollar amounts. 

We partially agree. We will report waivers of liquidated damages 
and end product penalties but not administrative costs. 



3. ADOT should analyze claims information in various ways. The analyses (I, 
might be used to identify and correct problem areas in plans, 
specifications, or other contract documents which may be the cause or 
subject of frequent claims. 

We agree; the process is already underway. 

4 .  ADOT should consider implementing some of the recommendations 
a 

proposed by records management in order to better utilize and manage 
its Claims Branch files including developing a set of office 
procedures, providing case summaries for each file, and improving 
file security. 

We agree and have already implemented much of this recommendation. 

FINDING 11: ADOT NEEDS TO IMJ?LmNT CKANGES TO ENSURE TIMELY RESOLUTION 
OF CLAIMS 

Response: We concur. 

Discussion: The appeals process offered by ADOT in the form of a review 
by the State Engineer's office has been a successful procedure. 
Hearing Officers are urged to base their decisions solely on the 
merits of the claim as brought out in the evidence presented at the 
hearing by the contractor and the District. The hearing officers are 
counseled to be unbiased and impartial in judging the claim and to 0 
find in favor of the contractor if the evidence demonstrates that 
entitlement is warranted. 

Lack of a standard form to use to file the formal claim has never 
been a problem; we use the contractor's letter accompanied by a form 
composed by the District. Each claim filed by a contractor is unique 
and may not be one that would fit into a form with all required 
information appropriate to the particular claim. Section 105 (B) of 
our Standard Specifications itemizes all necessary information 
required to be included in a claim. The lack of a specified list of 
minimum items to go into a formal claim has also not proven to have 
been a problem. 

Although we are amending our Standard Specifications, we also have 
sent our district personnel a written procedure which directs the 
District to send the contractor written notification when ADOT denies 
a claim. We are developing a policy to include a time limit for ADOT 
to make a decision following the administrative review of an appeal. 

Recommendations: 

1. ADOT should establish time guidelines for each step in the claim 
process. 

Time guidelines for the submission and processing of claims are set 
out in the Standard Specifications. 



2. ADOT should formalize the claim submission process by: 

o Requiring contractors to submit a claim form indicating the 
date, basis, and amount of the claim. 

o Clarifying what items the contractor must submit with a claim. 

It should be stressed again that each claim by a contractor is unique 
and may not lend itself to submission in a form. The Standard Speci- 
fications (Sec. 105.17, Page 3a) clearly indicate the required 
contents of a notice and a claim. 

3. The Claims Branch should develop and implement a system for 
monitoring the progress of claims, and issue reminders when 

C appropriate to ensure that time guidelines are met. 

4 .  ADOT should establish procedures requiring a written decision for 
every formal claim. 

We concur with recommendation Nos. 3 and 4 and are currently in the 
process of implementing changes. 
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TO: Shan Hays 
Auditor General / Performance Audit Division 

FROM: Hal H o l a d r p ~ d  
Dept of Li rary, Archives k Public Records/Records Mgmt 
Division 

SUBJECX Staff Assistance Visit 

On December 19th, you and I visited the ADOT office which processes 
contract adjustment claims. Based upon our discussion and my observations, 
I offer the following comments: 

1. The staff frequently has difficulty in locating files. Files are occasionally 
lost. 

2. A W T  Records Manual 1-85-41, page 14, schedule 5, item 127, requires 
microfilming all these files. We do not believe miaofiirning is practical or 
cost effective. 

3. Because of staff shortages, nobody was assigned specific responsibility for 
managing the claims case files. A Mike Marietti was to be assigned this 
task in the near future. 

4. Files contained many duplicate records. Eight copies of the same letter had 
been filed in one folder I examined. 

5. No systematic filing order had been established for placing documents 
within a case file. Each document was filed randomly and every search 
conducted from "scratch". 

6.  There were several different filing systems in use in the same office. 
Thefiling system was confusing. 

7. File security left a lot to be desired. File cabinets were located in a common 
area where they were easily accessed by anyone and everyone. 

hn Cqurrl Opportunity Employer 
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8. Individual cases might consist of one folder or several folders. There was 
no indication that a case was continued elsewhere. 

9. Out cards were not being used, although several were stacked on top of 
one cabinet. 

10. A file check out system was not enforced, although a clip board was 
hanging from the wall above one cabinet. Apparently, it was intended that 
folders be signed out when removed from the files. 

11. Filing equipment was inefficient in terms of floor space and labor 
required. Open shelf filing would decrease floor space requirements by 
about 40% and increase labor productivity by 304%. 

Based upon the above observations and concerns, I suggest the following 
actions be taken: 

1. A new records retention and disposition schedule should be written to 
include claims files, as required by ARS 41-1346. The claims engineer 
suggests (and I concur) that files be maintained two years in the office and 
three years at the records center, after the case is resolved. 

2. Inactive records should be rotated out of the office and into the records 
center. More office space would then be made available far active files. 

3. One individual should be assigned responsibility for managing all claims 
files. 

4. When funds become available, files should be converted to open shelving 
and color coded side tab folders. Color coding would substantially reduce 
the number of misfiles. 

5. Cases should be filed in sectioned file folders with predesignated sections 
for various components of the case. This would enable critical data from a 
case to be retrieved much more easily (and rapidly). A summary of each 
case should be filed inside the cover of each case file. 

6. The ADOT file plan for claims files should be reviewed, updated and 
followed. Our office would be happy to assist in this project later this year. 
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7. A set of office procedures should be developed for the claims office. The 
present system operates 'dy "word of mouth". 

8. File security needs to be strictly enforced. Access should be limited, files 
should always be signed out and out cards should be USED routinely. 

I hope the above suggestions are helpful in your study. Please contact me at 
542-3741 if I can be of any further assistance. 



APPENDIX I I  

CONTRACTOR SURVEY RESULTS 

Dur i ng  the course o f  the  a u d i t ,  a  smal l  sample o f  highway c o n s t r u c t i o n  

c o n t r a c t o r s  were surveyed t o  determine t h e i r  op i n i ons  about the c la ims  

process.  The c o n t r a c t o r s  surveyed were assoc ia ted  w i t h  25 a c t i v e  c la ims  

we randomly se l ec ted  f o r  a  f i l e  rev iew,  as wet l as the p o p u l a t i o n  o f  22 

c la ims  t h a t  had rece i ved  a  second l e v e l  rev iew.  From b o t h  sources,  

twenty d i f f e r e n t  c o n t r a c t o r s  (29 percen t  o f  the t o t a l  p o p u l a t i o n  o f  

c o n t r a c t o r s )  who have f i l e d  c la ims  w i t h  ADOT were i d e n t i f i e d . ( ' )  

Al though t h i s  sample i s  smal l  and no t  s t a t i s t i c a l l y  s i g n i f i c a n t ,  the 

survey popu la t i on  represen ts  those c o n t r a c t o r s  who have f i l e d  67 percent  

o f  the t o t a l  c l a ims  from September 1984 t o  September 1989. Consequent ly,  

the responses p r o v i d e  a  meaningfu l  and qua1 i t a t  i v e  assessment o f  the 

c l a i m  r e s o l u t i o n  p rocess .  

Methods 

Th i s  survey was conducted by te lephone.  Ques t ions  covered the c la ims  

process i n  gene ra l ,  the  c o n t r a c t o r ' s  s p e c i f i c  procedures regard ing  

c l a ims ,  and the q u a l i t y  and t i m e l i n e s s  o f  ADOT's c l a i m  d e c i s i o n s .  (A 

copy o f  the q u e s t i o n n a i r e  i s  a t t a c h e d . )  Opin ions were a l s o  s o l i c i t e d  

regard ing  the c o n t r a c t o r ' s  op in i ons  about the second l e v e l  rev iew process 

and the composi t ion o f  t he  rev iew board .  

Analysis 

O v e r a l l  r a t i n g / c r i t i c i s m s  - Over h a l f  (12 o f  20) o f  the  c o n t r a c t o r  

r ep resen ta t i ves  i n  t he  sample r a t e d  ADOT's hand l i ng  o f  c l a ims  as e i t h e r  

POOR (3 o f  the 1 2 )  or VERY POOR (9 o f  the 1 2 ) .  Of the remainder ,  four  

r a t e d  i t  F A I R ,  t h ree  r a t e d  i t  G000, and one had no o p i n i o n .  

( 1 )  A l though 20 d i f f e r e n t  c o n t r a c t o r s  were i d e n t i f i e d ,  one was determined t o  be ou t  o f  
business, and t h e  company t h a t  has f i l e d  the  most c la ims  o v e r a l l  was con tac ted  tw ice .  
Consequently, t h e  survey c o n s i s t s  o f  responses from 20 d i f f e r e n t  c o n t r a c t o r  
represen ta t i ves ,  f rom 19 d i f f e r e n t  companies. 



Some c o n t r a c t o r  r e p r e s e n t a t i v e s  were c r i t i c a l  o f  ADOT f o r  un t ime l y  c l a i m  

dec i s i ons  and responses. Other c r i t i c i s m s  were based on pe rcep t i ons  tha t  

ADOT i s  u n w i l l i n g  t o  n e g o t i a t e  o r  work w i t h  the c o n t r a c t o r ,  and t h a t  most 

c la ims  a re  r eso l ved  a t  the d i s t r i c t  l e v e l  o r  h i g h e r .  The most commonly 

mentioned improvements t o  the process were i n  these t h ree  a reas .  

T ime l iness  o f  d e c i s i o n s  - N ine teen  o f  the 20 c o n t r a c t o r  r ep resen ta t i ves  

surveyed were aware o f  the c l a ims  process and the o p t i o n s  a v a i l a b l e  f o r  

appeal o f  an un favo rab le  d e c i s i o n .  These n i ne teen  had a  b a s i c  idea o f  

the t ime frames f o r  the process as f a r  as t h e i r  submission o f  

i n f o r m a t i o n ,  b u t  o n l y  f i v e  c o n t r a c t o r s  knew the t ime frames i n  which ADOT 

must respond t o  c l a i m s .  

Twelve o f  the  twenty c o n t r a c t o r  r e p r e s e n t a t i v e s  s a i d  t h a t  ADOT d i d  not  

reso lve  c l a ims  i n  a  t i m e l y  manner. I n t e r e s t i n g l y ,  when asked what they 

would propose as an acceptab le  t ime frame, the t ime frames o f f e r e d  by the 

c o n t r a c t o r s  ranged from w i t h i n  30 days f o r  complete r e s o l u t i o n  t o  w i t h i n  

6 months. Th i s  wide range i n d i c a t e s  the lack o f  consensus regard ing  an 

acceptab le  t ime frame. 

Decis ion-making a u t h o r i t y  - A l though  ADOT p o l i c y  s t a t e s  t h a t  c la ims  be 

reso lved a t  the lowest p o s s i b l e  l e v e l ,  most ( 1 4  o f  2 0 )  c o n t r a c t o r  

r ep resen ta t i ves  f e l t  t ha t  c l a i m  d e c i s i o n s  a re  made a t  the d i s t r i c t  l eve l  

o r  h i g h e r .  Some f e l t  t ha t  p r o j e c t  s t a f f  should  be a b l e  t o  reso lve  

c la ims ,  because the process would be qu i cke r  and l ess  c o s t l y .  

The m a j o r i t y  (13 o f  20)  a l s o  s a i d  t h a t  ADOT i s  no t  w i l l i n g  t o  n e g o t i a t e .  

F i ve  c o n t r a c t o r  r ep resen ta t i ves  s t a t e d  t h a t  ADOT p o l i c y  i s  t o  deny a l l  

c la ims ,  f o r c i n g  the c o n t r a c t o r  t o  take f u r t h e r  a c t i o n  ( i  . e . ,  second l eve l  

rev iew,  a r b i t r a t i o n ,  o r  l i t i g a t i o n ) .  I n  the o p i n i o n  o f  one c o n t r a c t o r ,  

t h i s  unw i l l i ngness .  t o  n e g o t i a t e  i s  due t o  the f a c t  t h a t  ADOT d i s t r i c t  

s t a f f  and below do no t  have the a u t h o r i t y  t o  n e g o t i a t e  c l a i m s .  Three 

c o n t r a c t o r  r ep resen ta t i ves  s t a t e d  t h a t  even when ADOT does n e g o t i a t e ,  

t h e i r  se t t l emen t  o f f e r s  a re  unreasonably low, sometimes o n l y  $ . I 0  o r  $.I5 

on the d o l l a r .  



Nine c o n t r a c t o r  r e p r e s e n t a t i v e s  s t a t e d  t h a t  they were no t  adequate ly  

compensated f o r  t h e i r  c l a i m s .  Th is  Occurs mos t l y  because, i n  t h e i r  

o p i n i o n ,  ADOT never o f f e r s  a  reasonable se t t l emen t  amount. However, 

e i g h t  r e p l i e d  they cou ld  no t  o f f e r  an o p i n i o n  because t h e i r  c l a ims  had 

no t  been s e t t l e d  y e t .  A l s o ,  most (12  o f  2 0 )  s a i d  t h a t  t he  b i g g e s t  impact 

on t h e i r  ope ra t i on  from a  p o o r l y  handled c l a i m  by ADOT i s  unnecessary 

expend i tu re  o f  t ime and money. 

Second level rev iew - F i f t e e n  o f  the twenty  c o n t r a c t o r  r ep resen ta t i ves  

had been through a  second l e v e l  rev iew,  b u t  o n l y  e leven  had rece i ved  a  

d e c i s i o n  s ince  four  cases were s t i l l  pend ing .  Of these e l even ,  a l l  had 

been through the process o n l y  once o r  t w i c e ,  and o n l y  one responded t ha t  

the d e c i s i o n  was f a v o r a b l e .  E i gh t  s a i d  t h a t  the d e c i s i o n  was 

un favo rab le ,  whi l e  two s a i d  i t  was m i  xed ( d i d n '  t  favor  e i t h e r  s i d e ) .  

O v e r a l l  , seven c o n t r a c t o r  r e p r e s e n t a t i v e s  responded t h a t  the  second l  eve l 

rev iew process needed s i g n i f i c a n t  improvement. Three f e l t  the  rev iew was 

good b u t  needed m o d i f i c a t i o n s ,  and o n l y  one approved o f  the  p rocess .  

Nine c o n t r a c t o r  r e p r e s e n t a t i v e s  s t a t e d  they f e l t  the rev iew board was 

b iased  aga ins t  the c o n t r a c t o r ,  and n i n e  a l s o  s a i d  they would l i k e  t o  see 

rev iew board members who were no t  ADOT employees. Desp i t e  these 

c r i t i c i s m s ,  seven o f  the f i f t e e n  c o n t r a c t o r  r e p r e s e n t a t i v e s  s a i d  they 

would request a second l e v e l  rev iew aga in .  


