COLORADO

Department of Transportation

Contracts and Market Analysis Branch
Headquarters, 4" Floor

4201 East Arkansas Ave.

Denver, Colorado 80222

September 7, 2016

TO: CDOT Project Engineers
TO: Engineering Consultants
FROM: John A. Eddy, PE

Branch Manager

RE: Appendix J - Consultant Pay Raise Gap Reimbursement Process

Effective Sept. 1, 2016, the Engineering Contracts Program is implementing the use of an “Appendix J
Process” which will reimburse consultants for gaps in salary rates resulting from pay raises (and ultimately
costs incurred) that went into effect prior to the renewal of their respective Master Pricing Agreement.
This is an interim process to address qualified situations dating back as far as January 1, 2016. Future and
more streamlined processes are under evaluation but there was an urgent need to address the current
calendar year before Task Orders begin to expire.

A few very important notes about the Appendix J Process:

1)

This is an optional process. Any consultant (prime or subconsultant) may utilize this process to
capture reimbursement of pay rate differential incurred on a Task Orders/Contracts between
January 1, 2016 and the renewal date of an MPA.

Reimbursement may only be obtained IF funds are available within OPEN Task Orders/Contracts.
NO amendments to Task Orders/Contracts will be allowed to accommodate this process. Closed
Task Orders/Contracts will NOT be opened to accommodate this process.

The Consultant remains obligated to complete the contracted work at a cost not to exceed the
contract limits reflected in the Project Cost Worksheet, even if some or all of the remaining

funds are utilized for the Appendix J process.

The process steps are outlined in the Appendix J Procedures Manual, embedded further below,
with the following exceptions:

a. For eligible work performed during CY 2016, the Division of Audit and Engineering
Contracts Program will perform all of the document review steps to minimize immediate
burdens on the project personnel.
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b. The Appendix J will be completed by the consultant and submitted to the Division of
Audit and Engineering Contracts for review and authorization to invoice. Invoicing (with
accompanying supporting documents) will occur between the consultant and project
engineer, as usual.

c. The CDOT Project Engineer administering the Task Order/Contract will be responsible
for ensuring the requested funds are available and submittal of the invoice to the
Region Business for payment.

For Consultant Representatives: We are in the process of finalizing details for three short “training”
sessions (need not attend more than one). Confirmed dates are Wednesday, Sept. 21 (1-3pm), 28 (1-3pm)
and Oct. 5 (1-3p). Location is the Denver Metro Small Business Development Center (SBDC). One of these
sessions (TBD) will be also instructed as a webinar. More information will be made available within the
next week.

For CDOT Project Engineers and TO/Contract adminstrators: Training for processes applicable to eligible
work in CY 2017 will be made available later in the fall, if needed.

Appendix J Procedures Manual

NOTE: This Appendix J Procedures Manual is subject to change. The most current version will be maintained on
the CDOT Consultant webpage.

Any questions may be directed to Kyle Dilbert, Engineering Contracts Program Manager.

Email: kyle.dilbert@state.co.us
Phone: 303-757-9715
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1  Reviews / Approvals
The following table shows the reviews and the approvals of this procedure document.

Name Title Role
Chris Wedor Audit Division Director Project Sponsor
Challon Winer State Controller Subject Matter
expert
Jim Ballard Audit Division Manager Subject Matter
Expert
John Eddy Contracts and Market Subject Matter
Analysis Branch Manager Expert
Kyle Dilbert Engineering Contracts Subject Matter
Manager Expert
Robyn Lamb Audit Division Supervisor Subject Matter
Expert

2 Distribution

This document will be posted on the Internet by the Contracts and Market Analysis Branch.
https://www.codot.gov/business/consultants/forms. Appendix J will also be e-mailed to
internal CDOT affected staff. A copy of Appendix J is also included as an attachment to this
document.

Group Date
Contracts and Market Analysis Branch August 2016
Regions - RTDs, Business Managers, Local August 2016
Agency Contacts, Project Engineers
Audit Division August 2016
A/E Consultants August 2016
Civil Rights Business Resource Center August 2016
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3  Purpose and Requirements

Purpose:

The purpose of this manual is to provide reimbursement for Architectural and Engineering (A/E)
salary increase expenses for the period from when salary increases are first incurred and when

the Master Pricing Agreement (MPA) is renewed (signed).

Requirements:

In order for A/E firms to be reimbursed for salary increases, the following five conditions must

be met:

e Project and contract document must still be open.
e Contract document must have a remaining encumbrance.
e Salary raises must have been actually incurred and not projected.

e Salary raises are only permitted to be reimbursed up to the task order not to exceed

limits.

¢ New salary resulting from raises must be fair and reasonable, as determined by the

Division of Audit.

4 Roles and Responsibilities

This section defines the roles and responsibilities of each of the affected parties. These roles

and responsibilities are outlined in the table below:

Role

A/E
Consultant

Audit
Division

Responsibilities

Completes and submits Appendix J, including the Appendix J for their
sub-consultants, each month to the respective Project Engineer.
Once the MPA is renewed, the A/E firm will submit a final Appendix J
to the Audit Division along with a final invoice. The A/E firm will
ensure that the salary amounts in Appendix J match the MPA approved
amounts. Once approved by Audit, the A/E firm will submit the
Appendix J package to the respective Project Engineer. In addition,
A/E firm is responsible for ensuring that the appropriate indirect rate
(field, office) is used and work hours charged are correct.

Receives and reviews final Appendix J. This review is based on
verification with the recently approved MPA. The CDOT Audit Division
is responsible for the following: 1) MPA approval, 2) Verification of
employees added after the MPA, 3) Verification of Appendix J salary
amounts, 4) Verification of the Indirect Cost Rate, and 5) Verifying
calculations. The Audit Division also maintains an electronic copy of
Appendix J on the audit shared drive. The Audit Division will also
prepare a memo of verification and acceptance of salary rates and
assemble the Appendix J package.

September 2016
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Business Ensures that invoices are processed and have the necessary supporting
Manager documentation in accordance with normal procedures.

Ensures MPA agreement is modified accordingly. Coordinates with

Contracts ) ;

and Market | State Controller, CDOT Controller and the accounting and finance
Analysis department. Ensures that employees are added timely and maintains
Branch a database. Maintains and updates Appendix J and MPA procedures

and posts these procedures to the CDOT Business Center Internet site.
Assists with special circumstances.

Ensures that salary reimbursement amounts do not allow the task
orders to exceed task order limits. Verifies the work hours on the
invoice and ensures the invoice is complete and accurate. Also,
ensures that project is still open and a task order encumbrance
remains.

Project
Engineer
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5

Glossary

Appendix J
Package

Audit

Consultant

Contractor

Gap Period

Master Pricing
Agreement
Renewal

Task Order

Meaning / Definition

This package is prepared by the Audit Division and includes the approved
final Appendix J, Audit Memo, invoice and Form 1313.

CDOT Audit Division

An individual, firm, partnership, corporation, association, or other legal
entity permitted by law to practice the profession of architecture or
engineering.

§200.23 Contractor. Contractor means an entity that receives a contract
as defined in §200.22 Contract.

The gap period is from the time between when salary raises are given to
employees and the time when the MPA is renewed.

The document that provides an overall fee schedule applicable to all
contract documents associated with the respective A/E firm. The effective
date of the MPA is the date signed by the State Controller.

A bilateral contracting document that allows a state agency to negotiate,
with a vendor already under contract, to do a specific job based on rates
and terms established in the contract.
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6 Process
This process is flowcharted below:

Appendix J
Submission

Con§ultaf\t Audit Creates
Submits Final Appendix J
Final Appendix J Attt Verifios Package_Consisting
Submission Invoice, Form of Audit Memo,

1313 to Audit

Indirect Cost and

Final Invoice, Form

? Salary Rates :
Within 45 days b 1313. Packageis
after MPA sent back to
consultant

Appendix J is Renewal
Attached to
Monthly Invoice

- = ConsultantActions

[:] = PE Actions

Consultant
Corrects Error (s)

Consultant Submits
Appendix J
Package to PE for

_ ) and Sends Back
|:| = Audit Actions to Audit Approval

|:| = Business Office Actions

= Project Engineer

Consultant Submits
Monthly Invoice
Along With App. J
to PE for Approval

PE Verifies Work
Hours on Appendix
J, Indirect Cost
Rate Type,
Calculations
E 3

PE Verifies and
Approves Final
Invoice

Consultant

PE Approves PE Sends 1313 to
Paid

Invoice(s) Business Office

7 Document Management
The final Appendix J submitted by the Consultant will be maintained by the Audit Division for
3 years. Invoices will be filed as outlined in PD51 (see link below).

http://intranet.dot.state.co.us/resources/policy-procedure/by-procedure-number
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8 Architectural and Engineering (A/E) Consultant Procedures

The A/E Consultant will be responsible for tracking salary raises that were provided during the
course of the calendar or fiscal year and up until the Master Pricing Agreement is renewed
(signed by the State Controller). The intent is to compensate for increases in salary expenses
that have been incurred from the beginning of the fiscal year to the MPA renewal date.

The A/E firm will be responsible for two main tasks: 1) Accruing Salary Reimbursement Expense
and 2) Appendix J Completion and Submission.

Accruing Salary Reimbursement Expense

A/E Consultants are responsible for tracking accrued amounts for salary raises provided for the
gap period (time salary raises are given and when the MPA is renewed). This amount should be
included in the monthly Appendix J.

Appendix J Completion and Submission

A/E Consultants are responsible for completing the Appendix J and attaching it to each monthly
invoice showing accrued work hours and the associated cost. The Consultant is also responsible
for obtaining and submitting the Appendix J on behalf of their sub-consultants. These monthly
invoices and Appendix J’s are submitted to the applicable Project Engineers. In addition, the
final Appendix J must be submitted to the Audit Division no later than 45 days from the date
the Master Pricing Agreement is renewed.

The costs in the final Appendix J must be billed on a separate invoice independent of any other
invoices.

Reimbursement will be limited to the task order not to exceed amount. No task order
amendments will be allowed to the not exceed amount in order to accommodate salary raise
reimbursements.

When completing Appendix J, the following instructions must be used. These instructions apply
to both cost plus fixed fee and specific rate of pay contracts.

¢ Indicate the current month and if it is an interim or final submission.

¢ Indicate the applicable task order number, and the task order must still be open.

¢ Indicate the applicable CDOT Region and contract close date.

¢ Include the accrued salary raise reimbursement, accrued work hours, and accrued cost
associated with the salary raise reimbursement on the monthly submitted Appendix J.

e Use the appropriately approved indirect cost rate (field, office). The indirect cost rate
applied should be the rate that was effective when work was being performed.

e Ensure work hours are correct for each employee.

e Sign on the appropriate signature line certifying the form is correct.

e Attach the monthly Appendix J to the applicable invoice and submit to the appropriate
Project Engineer(s).

e Submit the Appendix J obtained from the sub-consultant.
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Upon renewal of the MPA, the final Appendix J must be submitted to the Audit Division along
with the applicable invoice and Form 1313—Consultant Monthly Invoice Coversheet. Specific
submission instructions include:

e Submit no later than 45 days from the date the MPA was renewed.

e Electronically submit to Robyn Lamb, Audit Supervisor, of the Audit Division. E-mail:
robyn.lamb@state.co.us

e Sign on the appropriate signature line certifying the form is correct.

¢ The invoice total must match the total on the final Appendix J including the Appendix
J’s submitted by the sub-consultants.

The Audit Division will return the sighed and approved Appendix J package to the Consultant
for their submission to the respective Project Engineer.

9 Audit Division Procedures

The Audit Division will be responsible for verifying the Appendix J salary amounts and indirect
cost rates submitted by the A/E Consultant firm. The Audit Division will be not verify employee
work hours, task order, nor the type of indirect rate (field, office) claimed on the appendix.
This verification will only be conducted after the MPA for the current fiscal year has been
renewed.

Specifically, the Audit Division will:

e Verify the indirect cost rates match the MPA rates.

e Verify that employee salaries match the MPA approved salaries, including those
employees added during the add employee process.

¢ Work with Consultants to resolve any salary rate or indirect rate differences.

e Verify the accrued rate and total rate calculations.

e Prepare a memo verifying that the salary increase amounts have been completed.

e Forward the memo (see attached), original document of the final signed Appendix J,
invoice, and Form 1313 back to the Consultant for their submission to the respective
Project Engineer.

e Maintain a copy of the verified Appendix J on the Audit Division’s shared drive in a folder
containing the year of the approval.

10 Project Engineer Procedures

Upon receipt of the monthly Appendix J attached to the invoice and Form 1313, Project
Engineers must:

e Verify that the work hours listed for the affected employees (those that received a raise
during the interim period) are correct.
e Verify that the indirect cost rate type (field or office) is correct.
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e Verify that the accumulated work hours are correct.

e Verify calculations.

e Ensure that the proposed total costs related to the salary increase reimbursement do
not exceed the task order encumbrance. Amendments for purposes of accommodating
salary raises will not be permitted.

e Sign the Appendix J indicating approval of the work hours.

e Maintain a copy of the Appendix J with all supporting invoices.

Upon receipt of the final Appendix J package from the Consultant, Project Engineers must
compare the accrued work hours from the prior month to the final Appendix J, sign the final
Appendix J indicating approval of the work hours, and submit the Appendix J package to the
Business Office.

If these procedures do not adequately address your specific billing situation, please contact Kyle Dilbert,
Engineering Contracts Manager, at 303-757-9715 or by e-mail at kyle.dilbert@state.co.us.

11 Contracts and Market Analysis Branch Procedures

The Contracts and Market Analysis Branch will provide support to this process. This includes:

e Act as a liaison between the A/E Consultant and the various CDOT departments.
e Provide support to Project Engineers and Business Offices.

e Ensure that employees are added timely and maintain a database.

¢ Communicate changes to the Appendix J and MPA process.

e Post these procedures to the CDOT Business Center Internet site.

e Ensure compliance with State Procurement rules and regulations.

e Coordinate with Accounting and Finance.

e Assist with special circumstances.

12 Business Manager Procedures

The Region Business Offices will ensure that Appendix J’s are supported by the invoices and
ensure invoices are processed. Specifically:

e Ensure that the Appendix J package is complete. (This package is provided by the
Consultant to the Project Engineer and was prepared by the Audit Division.)

e Maintain the copies of the Appendix J’s and invoices for project files.

e Process payment.

10
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13 Appendix J Attachment

APPENDIXJ
ACCRUED SALARY RAISES
< Company Name >
For the Month of: xxxx
Interim __ Final___

SAP Purchase Order Number
Task Order Number
For CDOT Region
Contract Close Date

Current  Current Cumulative

Original New Raise  Indirect Hours Accrued Cumulative Accrued

Employee Rate Rate Rate Diff Date Cost Rate Worked Difference Hours Worked Difference
Josh $10.00 | $11.00 $1.00 160.00% [ 5.00 $13.00
$0.00 $0.00
$0.00 $0.00
$0.00 $0.00
$0.00 $0.00
$0.00 $0.00

Totals 5.00 $ 13.00 0.00 S -

| certify that to the best of my knowledge and belief, Appendix J is a complete and an accurate representation of our firm's accrued
salary raises.
Approved by Consultant:

Date

| have reviewed the Appendix J and found that the work hours, indirect cost rate and the salary rate are correct.

Approved by Project Engineer:

Date

Notes

SAP Purchase Order Task Order Number, Contract Close Date are found in the “Notice to Proceed” or Task
Order Letter.

Rates-must reflect approved Master Pricing Agreement rates

CDOT region is provided by the CDOT Project Manager

Raise date is the date the raise is effective.

Indirect Cost Rate is the rate that effective for the particular invoice period and therefore, can change during
the life of the task order depending on the MPA approval.
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14 Audit Division Memo

COLORADC
Departnent of Transportation

Ciw znomy ol 2wl

DATE: Month, Day, Year

TO: Consultant

FROM: Robyn Lamb - CDOT Audit Division Supervisor
SUBJECT: Review of Appendix J 5alary Raise Reimbursements

The Audit Division has reviewed your Appendix J and has found that the direct labor
and indirect cost rates contained in the worksheet conform to those approved in your
Master Pricing Agreement. We also verified that the Appendix J is mathematically
correct, and the invoice amount matches the Appendix Jfotal. We did not verify the
work hours, task orders, or the type of indirect costrate (field or office) applied. This
verification is performed by the respective Project Engineer.

Please forward this Appendix J package (approved Appendix J, invoice, Form 1313, and
this memao) to your respective Project Enginéer for verification of work hours, indirect
cost rate type and task order.

If additional information is required, please contact dosh Gosenca, Lead Auditor, at
303-512-4369 or myself at 303-757-9363.

Robyn Lamb
Audit Supervisor

Attachments:
Appendixt)

Invaice
Form 1313

4201 E Arkansas Ave, Shumate Building, Denver, 0O B0227 P 303.757.3661 F 300.757.9671 dot_sudit@state oo.us
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