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Mr. Ronald Heinz' May 16, 1988, memorandum on bid analys
bidding listed several steps which should be considered
and possible actions to be taken.

We have attached, for your information, a copy ¢ ! dum showing how
one Division Administrator is addressing thj e has taken a
strong, positive stand by requesting a bid mdpPhe State and,
where acceptance of an unbalanced bid is rec - #oport for the
State's recommendation and the ro ed to protect the public
interest. He will give full considerat State's judgment, but he
vants to be assured that this jud is ble.

bidding and award controls
attached example may give

If you are not yet full
being exercised by Stat
you some ideas on how to

Original Signed By
William A. Weseman

William A. Heseman
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Bid Analysis and Unbal$Bcedt

The FHWA has been placing j garhasiSion bid analysis and
unbalanced bidding., At the Nat¥ona Qe FHWA has supported and
encouraged improved metheds, inclf@ing cdm ized methods for
analyzingb:.dstodetermmembal i bidding’and bid rigging. The

FHWA Division COffices Rave bg ed to work with the state
Highway agencies to i G p1d SialysISerd decision-making on award
of contract, to more thORMEhly ro@ev bId information, and to
condition award concurrencier withiif@d concurrence where necessary to
protect the Federal =

€ from my staff, we have been more
balancing. On projects in which there has
between bid prices and the engineer's
ut those bid items and have asked that they
durirng construction.

toanapparentlcwblddermﬂdresultinarmmial
tothatcmﬂactormthacorraspmﬂingfmmm

to the and FHWA. We believe implementation of an
analys' proc&sswmldnotorﬂyprw:.debcth . and FIVA teols for
better protecting the public interest, but would alse fit into
focus on contrelling overruns in project cost.

In our review of bid information irvolving substantial differences
between the low bid unit prices, we are required to consider first,
whether there is an error in the estimated quantity and if there is no
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exror,vhetherthebﬂ:smﬂmﬂamllyormtenallymbalamad A
mathematically unbalanced bid is one containing a bid item(s) which do
not reflect reasonable actual costs and a reascnable

share of the bidder's profit and overhead. A materially unbalanced bid
is one for which there is reascnable doubt that award to the bidder
submitting the mathematically unbalanced bid will re the lowest
anMHeadquartarsmrandmmmttmsubject
cc:ntamm:; concern and materially unbalanced bids
actlontoprotectﬂier‘ederalmterest In these i
Dlvmxmmlstratormymmﬂmstate'sdec
the contract or if the State decides to award, ths
administrator's action may range from non-con
with conditions limiting Federal participaticm

bids,

To begin this processfge 2ehd routine comparison
of the low bidder's i i o with the engineer's
estimate. Where . i : exist, the estimated
quantities should be o ty errcr is confirmed, a
decision should be to award or reject bids. If after
examination, ies are determined to be reascnably
acourate, 4 be further evaluated for unbalancing.
A deta:l.led

. ems can reveal where contractors may be
ms by using substantially higher bid prices for
edge of this ocowmrrence should alert the project
y ose items to control overrmuns. A recent example
Pmslabreplammsasapartofm.erstatem
'edmwwﬂl also:.dmtifybid it.en:svm:.d'xwere

’n:eabcveanalysasisbasedmtheassmnptlmﬂ:attheergﬁw's
estimate is reasonably accurate. This has been a weak element in the

program. FHWA has been tracking the accuracy of estimates cn an
armrmal basis since 1984. A State is considered to have a satisfactory
estmatingprocaﬂreifsc%oftheengmeersatmtasmmtbini
10% of the low bids. For . the percentages have ranged from 37%
to 49%.
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In the interim until esl:abl:.s.tmitsbldmalysmprms we will
contime to review bid information, seeking clarification on apparent
unbalanced bids, arﬁcmetm:gmprojectmtcmgrequixmxts
canditioning cur concwrrence action as appropr:.ate. ,
with bids m:bm:.ttedforamcmnmmor

1. Results of your bid analysxs Identify which,
the bid items you believe are wnbalanced. Confi
quartities of these items have been -
identified. Identify any of these i
the potential to significantly overmm
Indicate whether the unbalanced item
mathematically or materially

2. In cases where you
identified unbalanced i ot ,
in the public interest to & AN cate what you
expect to do to control the u .

We recognize that s oy i administrative
considerations in reachiV@E decisy onmetherabidistobe
rejected cn the basis of alancing We also recognize that
considerable judgemg Sglired in reaching a decision on whether a
bid is mathematica or mate y ubalanced. We intend to give full
cons:.demt:.onto T Judgefit these matters and your propesed

actions in rea tir declicns on award ConCUrTeEnce.

The above meff@ined exCEPH includes discussion of the benefits of
ing --- ccrrtract specifications a specific clause
; ooy unbal gad bidding and encourages use of the AASHTO Guide

“.i = e Ayl meble prUViSJ.Gn. mm
msaresn.lmtmﬂusmttermeptfcmthe
ision expressing the State's richt to reject any or all
Casae . WlththemstarﬂardSpecﬁJ.catlmsnwbeJ:gdevelcped
an cpp@tunity to include such a provision is available.

erera -

Finally Yor your information, more than half the States are now
involved in using AASHTO's Bid Analysis and Managewent System (BAMS)
campater software package. Two of the modules in BEAMS are specifically
designed for improving the engineer's estimate and performing the
analysis of bids, Wetzrgeymgivecmsmeraticntousirqit. This
was the subject of a workshep on -

which was attended by several of your staff,
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