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Background:


Since 1990, FHWA has been evaluating methods for improving the efficiency of delivering transportation improvement projects.  The SEP-14 program has provided the State DOTs with a vehicle for evaluating various types of non-traditional contracting on Federal-aid highway contracts.  The objective of SEP-14 is to evaluate project specific innovative contracting practices that have the potential to reduce the life cycle cost of projects, while maintaining product quality.   Three of the four experimental techniques originally identified have been declared operational (cost-plus-time bidding, lane rental and warranty clauses).  

Talking Points:
· Ten years after its inception, interest in non-traditional contracting remains strong.  FHWA continues to experience an interest in various contracting techniques and the sharing of best practices.   FHWA has provided financial assistance to the Utah State University - Local Technology Assistance Program to conduct a study on the best practices for certain innovative contracting techniques. Utah State has established a web page to collect information from the States and share best practices regarding warranties and other areas of innovative contracting (http://www.ic.usu.edu).

· Virginia DOT is currently planning to host the second national conference on Innovative Contracting.  VDOT anticipates that this conference will be held at the Sheraton Norfolk Waterside Hotel, November 4-6, 2001.

· Lane Rental and Cost-Plus-Time Bidding   The FHWA has encouraged the use of cost-plus-time bidding and lane rental provisions on critical projects that have high road user delay impacts.  These methods incorporate a contractor’s bid for contract time, with an associated cost, into the overall low bid determination.  This contracting method forces the contractor to schedule work to minimize the time the traveling public is exposed to construction delays.   After a five-year evaluation period, both cost-plus-time bidding and lane rental were declared operational on May 4, 1995 and are no longer considered to be experimental.

As an example, during the reconstruction of the California freeways after the Northridge Earthquake, Caltrans used the cost-plus-time bidding technique on ten reconstruction projects.   This technique reduced the total contract time for all ten projects by 450 calendar days.  Caltrans estimated that this bidding technique saved an estimated $47.7 million in road users costs.

· Warranties      Prior to 1991, the FHWA had a longstanding policy that restricted the use of warranties on Federal-aid projects to electrical and mechanical equipment.  The rationale for the restriction was that such contract requirements may indirectly result in Federal-aid funds participating in maintenance costs, and the use of Federal-aid funds for routine maintenance is prohibited by law.   The 1991 ISTEA permits states to exempt itself from FHWA oversight for Federal-aid projects located off the NHS.  Thus, states have been able to use warranties on non-NHS projects using their own procedures since 1991.  

In 1995 and 1996 FHWA went through a rule making for warranties on National Highway System projects.  The warranty provision must be for a specific construction product or feature.  Routine maintenance items are still not eligible.  Most important, the warranty must be for items within the control of contractors.    Eight states evaluated the use of warranties under SEP-14. (CA, IN, MI, MO, MT, NC, WA, WI)   Since the final rule making, an additional seventeen states have evaluated warranty specifications.  

· Design-Build
The fourth SEP-14 technique, design-build, is being evaluated by a number of State DOTs.   FHWA has approved design-build projects in 24 states and several metropolitan areas.   Section 1307 of the 1998 Transportation Equity Act for the 21st Century requires FHWA to develop design-build regulations for “qualified projects”.  After the final rule, ITS projects $5 million or greater and other projects $50 million or greater,  may be approved by FHWA Division offices without Headquarters approval.  Prior to the final rule and for projects outside these limits, FHWA will continue evaluation and approval procedures under SEP-14.  FHWA expects to issue a design-build notice of proposed rule making in 2001.
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