AASHTO's Joining the Conversation
Janet Kavinoky, AASHTO, jkavinoky@aashto.org
09/23/2004 04:02 PM


Body: Members of the AASHTO Subcommittee on Transportation Finance have been invited to join the discussion in the community of practice. Thank you for the invitation, and we look forward to making this a useful tool for communicating among all of the interested parties. -- Janet Kavinoky, AASHTO Staff Liaison to the Subcommittee on Transportation Finance
Inactive Projects
Phyllis J. Jones, HABF-40
09/20/2004 02:32 PM


Body: What situations result in a Federal-aid highway project becoming inactive (defined as no costs billed to FHWA during the past 12 months)?
Re: Inactive Projects
Jim Salus, FHWA, Michigan Division, salo48911@yahoo.com
09/21/2004 08:39 AM


Body: I think one of the reasons for inactive projects is the huge amount of earmarking from Congress. States are required to obligate the funds or lose them, so they obligate before they are really ready and then the projects sit there. Another earmarking problem is in the "continuous earmarking forever" syndrom where locals have a multi-year project, say in ITS, where they get earmarks every year. The earmarks come faster than the the project progresses and soon the funds become inactive or worse, expire. A third way is when a congressman "brings home the bacon" by providing funds for a local constituent who has a different agenda than the State Highway Department. These funds also become stagnant because the Congressman did not provide near enough funds for the local to take up the project and the SHA has no interest in the project because the need for the project is local only. Of course, there is the ususal lethargy that takes over a project as it waits for final estimate preparation and concurrence by the contractor, or need for a final audit, or need for a final railroad or utility billing which must then be audited. These last projects are the greatest in number, but not in dollars. The over $ one million projects are coming from the first three items I mentioned.
Re: Inactive Projects
Mike Bucko
09/21/2004 05:54 PM


Body: I think Jim Salus said it nicely. The earmarks are the iceberg and all the other inactive obligations/projects are just the tip of the problem. The IG should issue a report to Congress on its (inactive) "highway" earmarks... 


Does the IG know about the operational agreements between FHWA & each state DOT? Do they know about the exempt & non-exempt groups of projects? That nearly all projects are exempt from daily oversight by the FHWA program people? That the DOTs are responsible for these? Should division financial managers start reviewing more & more of the exempt projects???
Re: Inactive Projects
Wanda Collins, West Virginia Division
09/22/2004 07:49 AM


Body: Ditto to these responses from Jim and Mike; we need to get this information/thoughts to the right people, i.e. IG and Congress. Perhaps they should have a Finance person from a Division meet with them or, at the least, put the thoughts together and send to them. Or, after all the thoughts are gathered together, each Division could contact his/her Congress person. They won't know or understand until someone points out the problems we face. 


Just a thought.

Mike, We could start reviewing more of the exempt projects, but what could we do about anything we found? They are exempt!
Re: Inactive Projects
Jim Salus
09/22/2004 10:05 AM


Body: No Wanda, that's not true. They are exempt because the State has said they will enforce all federal regulations on them. It is our job to conduct process reviews using these exempt projects as our sample in order to satisfy ourselves that the States are following all the regs.
Re: Inactive Projects
Jim Salus
09/22/2004 10:05 AM


Body: No Wanda, that's not true. They are exempt because the State has said they will enforce all federal regulations on them. It is our job to conduct process reviews using these exempt projects as our sample in order to satisfy ourselves that the States are following all the regs.
Re: Inactive Projects
Kim Walraven, Texas Division, kim.walraven@fhwa.dot.gov
09/22/2004 02:46 PM


Body: Wanda: I agree with Jim's response to you. Although the projects are exempt/state administered, that does not relieve us (FHWA) of our responsibility to ensure that they are complying with Title 23 and any other applicable regulations. As long as a project has federal dollars on it, we can and should review them - on a sample basis - and require the state DOT to come into compliance if they are not. This is a large part of why there is a big push coming on strengthening FHWA's FMIP process. Kim
Re: Inactive Projects
David J. Johnson, Federal Highway Administration, david.j.johnson@fhwa.dot.gov
09/22/2004 04:39 PM


Body: Not sure if you heard but there is a draft Order out called the Financial Accountability and Integrity Review (FAIR). The Order mandates FHWA (meaning the Financial Manager) to review: Federal-aid billing; financial systems and controls; procurement of contractual services; special programs (TIFIA, Toll Credits); and project funds management. Plus a bonus: we have to conduct administrative reviews (credit card, property inventories, FMIS statistical data). This will be used as a basis to support the FMFIA certification. So we will be doing more than checking inactive project obligations.
Re: Inactive Projects
Max Inman
09/23/2004 02:32 PM


Body: The draft order calls for a review of inactive projects with unexpended obligations of $500,000 or more. How will the lower threshold impact the FHWA divisions and States? Note that the IG report states that the division offices need to review the documentation to verify the validity of the remaining obligations. Is this implying that the States are providing incorrect information?
Re: Inactive Projects
Janice Richard, Virginia Division
10/14/2004 04:25 PM


Body: Projects are inactive for a period of time because we are not supposed to close a project until we receive a final acceptance report. Engineers don't see this as a high priority. They are more concerned with whether or not the project was completed and if there are any safety issues. If the project has been completed for a couple of years, the final acceptance is put on a back burner. We should be able to close a project out fiscally in FMIS and release excess funds without the final acceptance report.
Re: Inactive Projects
Timothy McDowell, Wyoming DOT
09/22/2004 05:17 PM


Body: I thought we could add a little to the discussion. Upon reviewing our inactive project status it was noted that the biggest issue we face is actually doing the work it takes to manage the cash flow on these projects. The second issue was seen to be holding projects open in order to finally get the last bit of charges to a project. Since we have to incur costs, then bill the FHWA, over 95% of our projects don't really have a problem. Internal policies have helped us avoid many issues. 


We think the biggest cause of inactive projects is individuals (Whether they are headquarters or field) finally closing out the projects. 

As far as earmarked (Pork Barrel, or whatever...) that is a very small percentage of the projects we have in Wyoming. We keep a close eye on these and note the status, even if we don't have control over the funds. On a national scale, this area may be a problem, but in the big scope of things I don't believe it to be the most serious issue. If it really is a big issue let's put a tag on these inactive projects that points out they are Congressional caused (Don't blame the State for Federally caused issues). It might take some of the heat off the individual States. Another way is to de-obligate the funds for other projects (if allowed) and make sure that when the earmarked project comes due the State has the Cash flow to fully fund it. 
Re: Inactive Projects
Max Inman
09/23/2004 02:51 PM


Body: Timothy states that the primary cause is individuals, which I take to mean that some people who are responsible for initiating the closeout of projects do not see it as a high priority. That's a good point...projects become inactive and excess funds remain on projects because someone fails to take action. What may be needed is a process where, if someone fails to act, the project closes automatically. One of the reference documents suggests including a project completion date in the project agreement. Failure to modify the agreement with justification would result in the project closing. Any thoughts on that process or something similar?
Re: Inactive Projects
Mike Bucko
09/24/2004 12:49 PM


Body: I think it's also important to keep the size of the program in mind... Even a smallish state like Alabama has about 2,000 inactive projects in the pipeline & only a hand-ful of people to try & keep-up with them. An automatic feature to initiate a final voucher on the state-side might help - but I think you need people involved on both sides...
Re: Inactive Projects
Lynne Huggins
09/29/2004 01:23 PM


Body: A project completion date as part of the project agreement is a good suggestion, if the State has a time frame planned to conduct the work, they should be able to estimate how long it will take to complete administrative activities and close the project.
Re: Inactive Projects
Gary Mercer, Texas Dept of Transportation, GMERCER@dot.state.tx.us
10/01/2004 09:49 AM


Body: From the perspective of the little guy doing the work, here is what I see. Some entities are out of the communications loop and tend to be very slow in doing their part of the closing process. One of the biggest offenders is the railroad system. In Texas it can take several years to get the railroad paper work done. The question should be why aren't all of the parts working together. The reality may be that human resources are the limiting factor. It takes several hundred people to start a project, do the construction, and less than 10 to close a project.
Re: Inactive Projects
Tom Stewart, State of Alaska DOT&PF, tom_stewart@dot.state.ak.us
11/03/2004 04:02 PM


Body: From the standpoint of another little guy doing some of the work. The reasons behind our inactive but not closed projects are (1) the closure process is a low priority (more glory in starting than closing projects) and that results in (2) an inadequate number of persons needed to close projects. (3) Another reason that is becoming more apparent is a loss of knowledge, as people involved with these projects have or are retiring. As for a specific activity/phase that holds a project open, working to close a Right of Way and/or Utilities phase appears to take the greatest effort.
Re: Inactive Projects
Max Inman, FHWA, Federal-aid Division
11/04/2004 03:03 PM


Body: I believe Tom's point is key to the basis for inactive projects - limited staff and low priority. Based on some of the earlier comments, the solution may be to establish an automatic closing date. Then "no action" results in a closed project, not an inactive project. So far that's the best solution I've heard and I'm moving in that direction. As I stated at this summer's AASHTO meetings, the purpose of this discussion is to identify a process that eliminates inactive projects. Based on ideas from the discussion, I indicated that I would draft a revised policy in November. If there are other good ideas for solving this problem, please submit those within the next week.
Re: Inactive Projects
Jim Salus, FHWA Michigan Division, james.salus@fhwa.dot.gov
11/08/2004 09:12 AM


Body: I am not in favor of unilateral closing of projects. One concern I have pertains to PE and ROW projects which have not gone to construction. If we close these types of projects, are we also going to be required to take back all the funding? If not, what kind of controls will be put in place to take a look at these projects once the 10 and 20 year time periods have expired to see if the funds have to be credited? 


Now I see we are being critisized for performing reviews meerly because we have been ordered to instead of because we determined, through risk assessment, that the review was needed. I still maintain that the auditors have not demonstrated any adverse risk to our program from keeping these inactive projects open. There is no evidence that the States can reuse these de-obligated funds. Also, I don't think the auditors have come to grips with the reality of this program which is that the "inactive obligations" do not represent idle cash. It only represents idle letter of credit. However, I realize that the come back to my last statement is that I need to come to grips with the reality of the situation which is that the auditors don't ever have to make a valid point anymore. By definition, any point they make automatically becomes valid. But I repeat myself, sorry. 
Re: Inactive Projects
Max Inman
11/09/2004 02:35 PM


Body: Good question about the 10/20 year requirements. How are these requirements currently being managed? 


So far, the best solution I've heard is a closure date. I don't view it as unilateral closing since the date is agreed to by the State.

It's important to understand the reason for dealing with excess obligations. The 2004 OIG report states that the audit objective as to determine whether FHWA's inactive obligations represent valid financial liabilities or can be used on other projects. The primary issue relates to the validity of FHWA obligations, not cash management. Each year FHWA certifies to the validity of its obligations. The IG went to 10 States and found $284 million of excess obligations. The second issue relates to cash management. Our objective is not to obligate funds but to have those funds being spent on transportation improvements. One of our corporate goals is to increase the amount of funds being "spent" on projects as a percentage of total obligations. This translates into improved infrastructure, jobs, improved safety, etc. The IG audit excluded earmarks and other projects where released funds could not be used. I could argue that the impact on advancing new projects is limited in States that advance construct projects, however, the IG report lists a number of examples where excess funds were identified and State officials agreed to deobligate and use the funds on other projects. One example involved emergency relief funds. We have a hugh need for ER funds. We have to find a way to keep obligations in line with estimated final costs. All solutions are welcome but time is short.
Re: Inactive Projects
David J. Johnson, NH Division, david.j.johnson@fhwa.dot.gov
11/08/2004 01:08 PM


Body: I do not believe establishing an automatic closing date addresses the problem. Closing projects this way will only make it appear to the OIG that we have finally taken effective action to close inactive projects. Instead, FHWA's proposed action is just to sweep the dirt under the rug. That is not effective management. 

Further, when you automatically close a project, then fiscal questions must be answered. What happens if a project exceeds or is out-of-balance or has other fiscal errors? What about the unobligated project balance? Will FHWA fiscal action cause funds to lapse? There are probably other fiscal questions that must be thought of before FHWA decides to go this route. 
There is no real good solution unless Congress mandates fiscal closure action in law. Until that happens, the best solution is for FHWA management, at the highest level, to set a goal each FY for every State to close inactive projects (at least those projects that the State can control). If the State(s) do not want to take the necessary steps to reduce the number of inactive projects then FHWA should (1) remove those States from receiving additional redistribution during the FY; (2) State applications for discretionary projects should be in placed in an inactive file; (3) send a list of inactive projects to the Governor/Congressional delegation with a note, if applicable, that pending projects could be advanced only if the State DOT released unneeded obligations. 

We need to hold the State DOT accountable for fiscal management (all fiscal actions, not just closing inactive projects). Recent statements I have heard sound more like engineering solutions. Ignore the problem and just hope it goes away since finance is not important. It is no wonder why Ken Mead from the OIG has such little regard for FHWA fiscal management.
Re: Inactive Projects
Max Inman
11/09/2004 04:21 PM


Body: Dave suggests that the use of an automatic closing date is not effective management. Excess obligations on projects is also not effective management. So what is the most effective thing we can do? 


We thought about excluding non-compliant States from the August redistribution. The first problem is defining non-compliant and then identifying the guilty States. The next problem is the non-compliant State that doesn't care about August redistribution.

FHWA has conducted some kind of inactive project review for the past 20 years leading me to believe that after-the-fact reviews don't work. Management processes need to be established. For example, if a State doesn't submit a project agreement supported by a cost estimate, no Federal funds will available for the project...action is required. Establishing a project close date would require action to keep the project open.

The real question may be how we have managed to operate without a project close date. There is a lot of attention on the States managing projects on-time and on-budget. The standard grant application form, SF-424, includes a project ending date. The common rule, 49 CFR 18.50, says that all financial reports are due within 90 days after the end of the grant. It makes sense that projects should have an estimated completion date. If the State decides not to extend the date, then the project closes and unexpended funds are released. For many years, FHWA has recommended that projects be closed when fiscal activity ceases, regardless of outstanding law suits, project inspections, etc. If additional charges or credits occur on the project, it can be reopened to make the adjustment.

I agree with Dave that the States should be accountable for fiscal management. Of course, FHWA is also accountable for ensuring that the Federal funds are managed properly. I believe a project close date enhances accountability. Imagine a project manager that let's the Federal money slip away because he failed to request an extension. But even if the project closed, it can be reopened...no permanent harm.
Re: Inactive Projects
Dave Dickson, Dave.dickson@fhwa.dot.gov
11/09/2004 05:40 PM


Body: Automatic closure dates will work on construction projects, when days are pretty well established. However, I beleive that on PE projects it would be difficult at best to establish a meaningful closure dat. I envisioned many request for extensions. How would we work demo. projects when we get incremental funding over several years. Has anyone considered proposing some guidlines requiring projects are authorized PE, ROW or Const. must be started within the same fiscal year. Ninety days after final inspection, projects will be fiscally closed, rather than establishing some meaningless time frames. If I was a state, my automatic closing days would be 10 years after PE was started, or 20 years after construction.
Re: Inactive Projects

10/04/2004 07:35 AM


Body: Lynne I agreed with you that a project completion date as part of the project agreement is a good suggestion. ALso the monthly Progress Report from State is helpful, it will tell the originial completion date and revised completion date. It helps us to adjust how long it will take to complete activities and close the project. The certificate of acceptance of work and acceptance of project(con-13)or certificate of acceptance (Main.017)are helpful. 

Everything is now saved in ERS sometimes is misfiled. We should get the hard copy of all final inspection forms or any forms that we can start reviewing before we close the projects. FMIS monthly reports for inactive projects for 12 months or more list will enable us to review why they are inactive for a long time. We should work with State closely.
Re: Inactive Projects
Marilyn Chambers, FHWA
09/29/2004 04:26 PM


Body: I have read the draft Order on Financial Accountibility & Integrity Review (FAIR) and section 9 is "What is the policy for reviewing inactive Fed-aid projects?" In that section it states that if the state does not give sufficient justification for the unexpended funds on an inactive project, the project should be immediately closed and the funds released. I was pretty surprised by this. I was not aware FHWA could do this. I asked Max and he said "The excess obligation issue has recently been identified by the IG as constituting an improper obligation. Appropriation law requires documentary evidence to support an obligation and T23, section 106 requires a cost estimate. This is probably sufficient to allow us to unilaterally adjust an obligation. Closing the project may be another issue. We're considering some regulations that would give us the ability to act on these projects. You might want to bring this up on the community of practice." 

Therefore, I am bringing it up here. What does everyone think about FHWA releasing funds from inactive projects without State requet/action first and/or closing inactive projects without State request/action?
Re: Inactive Projects
Kim Walraven, Texas Division
09/30/2004 08:33 AM


Body: I have some concerns about unilaterally adjusting funds off of a project and/or unilaterally closing projects. Due to the nature of the Federal-Aid program, there are a number of issues that can arise at any time that would delay (or even temporarily halt) a project. The project may still be a valid project with known potential costs to be applied in the future. If we reduce the obligations knowing this is a possibility, are we not then creating another appropriations law violation? Based on what I have been taught at appropriations law training, I would say yes. I have been consistently taught over the years that to reduce an obligation when you know (or have reason to believe) there will be future costs is at least a circumvention of appropriations law if not an out right violation. I would really like Max's opinion on this in light of the proposed changes.
Re: Inactive Projects
Chris Kubik, Indiana DOT, ckubik@indot.state.in.us
09/30/2004 09:12 AM


Body: Probably not a big surprise from a state DOT, but we would not be in favor of such action. As has been noted here in a number of posts, there are a variety of reasons why projects remain open and/or are inactive with attached obligated funds. To have FHWA unilaterally adjust obligations may cause more issues than it solves. On the same note, I would imagine that State DOT's, in most cases know the underlying reasons for inactivity, when FHWA may not. Having said that, I would not be opposed to suggestions from FHWA for adjusting obligations.
State DOT Policy
Chris Kubik, Indiana DOT, ckubik@indot.state.in.us
09/30/2004 09:35 AM


Body: I'm interested in various state policies regarding the overall issue of inactive project management (both state and local projects). Indiana is currently reviewing our policies on 1) time of inactivity (phase based), 2)percentage of obligation needed actually authorized on projects (full funding at authorization vs. expected cash flow outlays), 3)final project close-out (audit delay), and other issues. I'd be happy to hear from any state that would be willing to share their policies / practices on these and other obligation authority management issues. Feel free to email me directly at ckubik@indot.state.in.us
Re: State DOT Policy
Felix Rodriguez, felix.rodriguez@fhwa.dot.gov
10/14/2004 12:42 PM


Body: PR Division will be crafting a procedure to address the draft Order on FAIR handed to our DA. The draft FAIR policy states that "a FAIR Tool Kit has been prepared to support this policy", however, it appears as if still not available per contact with HQs on October 13, 2004. HQs issued on March 17, 1999 a Review Guidance for Division certification that covers many of the items in the Draft FAIR policy. Absence of the Tool Kit, and as PR will be developing a procedure to address the new Policy, PR welcomes sample of procedures from any Division that may have taken the lead on this new effort. E-mail info to either me directly or our financial manager angel.ruiz@fhwa.dot.gov.or Fax (787) 766-5924.
Re: Inactive Projects
Dale Gray
10/01/2004 02:21 PM


Body: Is there any difference (best practices) between a State only versus Federally funded project?
Re: Inactive Projects

09/30/2004 10:51 AM


Body: It says that "if the state does not give adequate justification for the unexpended funds", we should close the project. It doesn't say to just close the projects without any discussion between the division and the state. I think that if we give a state plenty of time to provide justification and they still do not, we need to be able to do something. Right now, we can't do anything so there is no incentive for teh state to provide the information that we request. There are two problems I see with this policy. 1)There are 52 divisions that will define "adequate justification" differently and 2)we need to decide how much time is "plenty of time" for the state to provide justification.
Re: Inactive Projects
Karen Grosskopf, Texas Division
09/30/2004 11:15 AM


Body: I know several people have seen the draft FAIR order, but we haven't. When will we all get to see it so we bring up any concerns we might have (similar to Marilyn's here)?
Re: Inactive Projects
Al Steger
09/30/2004 03:23 PM


Body: All of the attendees at the FHWA annual meeting in Philadelphia received a copy of the draft order. See your DA.
Re: Inactive Projects
Georgiann Schinabeck, FHWA, Indiana Division, Georgiann.Schinabeck@fhwa.dot.gov
09/30/2004 12:43 PM


Body: Our DA had a paper copy of the draft FAIR that was given to him in a meeting. I think that Max Inman mentioned this during the September video conference on inactive obligations.
10/20 year limitation
Holly Bell, FHWA - WA division, holly.bell@fhwa.dot.gov
11/10/2004 08:49 AM


Body: We manage the 10/20 year requirements by producing a list at the beginning of each fiscal year of those projects that will exceed the time frames by the end of that fiscal year. In our state, these are generally local agency projects and this allows the state time to put pressure on the local agency to get moving. It also gives them a hammer to withdraw the funds from the local agency if they so choose. This also gives them time to request a waiver and sometimes we agree and sometimes we don't. If we do agree, we give them a deadline. 


I am contemplating adding a requirement to the "final voucher" of PE only projects that the certify they will go to construction (if applicable)and tell us with what money. It is very hard to try to track down a PE project that was closed 10 years ago so I'm trying to find a way to get ahead of the curve.
