Utilizing Fixed Price Variable Scope (FPVS)
Contracting for Design-Bid-Build Construction
Projects (SEP-14) FY 2023 Program Update

Purpose and Scope

The Missouri Department of Transportation (MoDOT) and the Federal Highway Administration (FHWA)
have entered into this programmatic work plan agreement to approve the use of Fixed Price Variable
Scope Contracting (FPVS) on preventive maintenance and traffic control device installation types of work
when deemed appropriate and beneficial in accordance with the guidelines set forth in EPG Article
147.4. With this agreement, MoDOT and FHWA agree to programmatically approve the use of FPVS, a
form of “alternative contracting” identified under the FHWA'’s SEP-14 program, without requiring a
specific work plan and approval for each individual project.

Introduction

FPVS is a competitive Alternative Contracting Method (ACM) that allows an agency to maximize the
amount of work completed for a fixed budget amount. The benefit of this contract method allows
MoDOT to vary the amount of work to be completed to match the budget programmed for the project.
MoDOT has successfully used FPVS contracting on numerous projects over the last couple of years. An
advantage to contractors will be the ability to calculate bids knowing the locations of work, based on
priorities established in the bid proposal.

This contract method allows MoDOT to vary the amount of work to be completed to match the budget
programmed for the projects. The work included in the bid proposal is established in priority order to
be completed and will exceed the amount of work that is expected to be completed by the budget in
order to capitalize on getting better than expected bids. This procurement method will have the
contractor bid a unit price for the estimated bid quantities for each item of work in the contract. The
estimated quantities included in the contract represent the amount of work than can be completed for
the budgeted amount. Once the project has been awarded, the MoDOT construction office would then
manage the contract by adjusting the contract quantities to deliver the budgeted amount.

One of the goals of using FPVS is to reduce the amount of work required by staff to manage MoDOT'’s
program. A project with a constrained budget reduces the burden on staff to reallocate funds from
projects if the cost estimate is exceeded or reduced. By using a fixed amount of funds, MoDOT did not
have to search for additional projects to allocate any bid savings to, or conversely find additional funds
from un-let projects. This also results in not having to prepare additional proposals and bid letting
packages. The FPVS process saves the Department staff time and effort.

Federal Fiscal Year 2023 Reporting

Missouri Report: MoDOT tracks the use of innovative Contracting in the Organizational Performance
“Tracker” Document. FPVS delivery method is tracked and reported every state fiscal year (July 1 —June
30). In state FY 2023 five (5) Projects were delivered using Fixed Price Variable Scope FPVS projects in
Missouri receive bids through the traditional bidding process. The Contractor provides unit prices for the
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pay items provided in the schedule of items. The selected contractor is determined by the lowest
submitted bid. The project is awarded at the lowest bid price. The bid book is made up of the normal
pay items and quantities estimated by the Engineer that are included in the bid quantities. MoDOT
provides the Contractors with the available budget for the project in the Job Special Provisions. The
portion of the project that is not included in the bid book is considered the variable scope and is shown
in the plans and Job Special Provisions in priority order after the bid quantities for removal or addition
based on the bid price. Both the bid quantities and the variable scope quantities are included in the
design and the environmental clearance document.

Project Development Considerations

MoDOT’s FPVS projects were all environmentally classified as categorical exclusions. Each project needs
to be cleared through the environmental process and all permits obtained for the entire project limits
and not just what is estimated to be constructed. Work cannot exceed what is environmentally cleared.

The projects and scope were approved in the State Transportation Improvement Plan (STIP) The
portions of the project that were not constructed will be included in future projects.

Bid Process and Results

MoDOT receives bids electronically on all DBB projects. Appendix A contains the bidding results for each
FPVS awarded in 2022 and 2023, and includes the scope of work, number of bidders, the bids from all
bidders, the engineer’s estimate of work and the additional work gained beyond the engineer’s
estimate.

Although the projects were programmed with approximately 20-30% more work than the engineer’s
estimate of work, maximum bids were received on zero (0) of the five (5) FPVS projects.

The engineer’s estimate of work on FPVS projects is based on historical average unit prices from a
geographic area. The letting results from the FPVS projects indicate that the FPVS contracting method
on FPVS with pavement markings is cost effective, and that more work is being performed to preserve
MoDOT’s roads than through the use of conventional Design-Bid-Build contracts.

Performance Measures and Reporting

Tracker Measure 3f — Innovative Contracting Methods and Value Engineering is MoDOT’s performance
measure that captures use of Design-Build, Fixed Price Variable Scope, A+B Contracting, and Design-Bid-
Build ATC at MoDOT. The target is 10% of MoDOT'’s total program be used on innovative contracting and
2 projects. MoDOT’s Tracker can be found at https://www.modot.org/innovative-contracting-and-value-
engineering-3f. Measure 3f is located in the Deliver Transportation Solutions of Great Value section.

MoDOT is looking for opportunity to expand the use of FPVS into other preventative maintenance
spaces. MoDOT has delivered MMA bridge crack-filling, surface leveling, hot polymer concrete
patching, and HMA crack filling project work types in addition to an existing yearly seal coat project.
MoDOT is realizing promising successes on targeted preventative maintenance projects as a way to
manage our assets through using this ACM.

Summary of FPVS per FY
2021 ‘ 3 Projects
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2022 8 Projects
2023 5 Projects

MoDOT used innovative contracting to deliver 6 out of 457 (5 FPVS, 1 DB) projects in FY 23 accounting
for approximately 16.1% of the $1.8B Program. The 10% and 2 Projects goals were met in FY 23.

Cost and Time Savings

With preventative maintenance as the target for using FPVS, there is a substantial savings in both cost
and time by delaying major improvements to assets and efficiently putting programmed resources to
use. Additionally, by bundling many routes into one contract with a guaranteed price, MoDOT has
realized lower bids on many of the projects compared other projects in the same area delivered
traditionally. Using this method also provides the ability to get under contract efficiently and mitigate
market fluctuations in real time.

Lessons Learned and Industry Reaction (To Date):

e After construction of the bridge concrete crack project 1613651, the Contractor discussed that
they liked how the project was set up and bundled bridges in the same area. They also
mentioned that the size of the project didn’t matter and would be able to scale up this yearly if
MoDOT determined that to be in our best interest.

e  MoDOT has shown great value with completing pavement repairs with hot polymer job 1653657
in FY22 subsequently with JSLO051 in FY23. Previous project that included this type of work have
had issues with completing the work within budget as the repairs are hard to estimate ahead of
bidding. With how FPVS is set up, JSLO051 was able to pick up where J653657 ran out of budget.

e Federally funded job JSLOO85 and state funded job J6M3411 were set up to be combination
projects as they were both seal coat FPVS projects in the same geographic area. The lowest
bidder on job JSLO085 did not put in a bid for J6M3411 and was considered non-responsive.

e MoDOT has met with representatives from Industry to discuss the innovative contracting
methods being used on projects and required mandatory pre-bid meetings for each new type of
FPVS project. Since then, MoDOT has used FPVS on many different projects, most prevalently on
seal coat treatment. Some projects that have become standard practice are evaluated
independently to determine if a pre-bid meeting is required or not.

e After the pre-bid meeting for the first MMA bridge crack filling project J6P3646, industry
provided feedback that it is problematic for their bidding to have a bridge over a railroad
included near the bid scope/variable scope line. Future projects in this series of FPVS will have
all bridges over railroads be either the first bridges in the bid quantities or the last in the
variable scope in order to give more certainty to the contractor about bidding railroad costs.

e During construction of a seal coat project J6P3605, there were issues determining the project
limits termination. The route had large amounts of high friction surface treatment placed on it
previously and the contractor had to spend a lot of resources determining how much aggregate
to order to correct for the HFST on the route. The lesson learned is if a route like this is to be
done that includes HFST, MoDOT should ensure the whole route gets completed and terminate
the limits more strategically. A debrief was done with the contractor after the project was
completed to walk through the issue. The contractor did mention that they would continue to
bid on this yearly project in the future.



An attempt to deliver a cape seal project in FY22 on J6MAMDO02. MoDOT found there are other
complexities to the project that make it not the best delivery method for FPVS because of the
requirement to trigger other improvements within the project limits such as guardrail
improvements and ADA upgrades. These modifications are required to be addressed as part of
the project and complicate the use of FPVS on these types of jobs.

This delivery method is useful to have a yearly project for each type in a planned sequence to
maximize the scope done with the fixed-price and prepare resources to complete the projects
more strategically.

MoDOT realized on Job JSLO001 which is a crack sealing job on various routes, bundling many
routes into one contract provide bid prices significantly reduced as seen in many “buy in bulk”
approaches that provide economies of scale. Managing one contract also provides efficiencies
in construction inspection. This project ran out of scope for the budget and future projects in
the series are correcting for the efficiency.

Hot polymer repairs in concrete pavements in traditional projects have traditionally proven
problematic with having enough money for the scope needed to complete full routes. This
delivery method has provided MoDOT a great tool to use to remove the risk of incomplete
routes and make logical project termini for work in the following year.

With the addition of scope on this project, the contractor made a statement that they needed
extra “fresh oil, loose gravel” and “no center line” signs to follow the requirements shown in the
plans. With traffic control being paid per lump sum, the contractor had to pay for more signs
than expected. Future projects have added more signs to compensate.

Appendix A

FY 2023 Bid Results:

Job N b Letti 5 f Work Fundi Budget |Engi 's Estimats Number of Contract Bid Scope
ob Mumber ettin cope of Worl undin, udge ngineer's Estimate ontractor i
e P e & & Bidders Change
Truesdell $1,249,249.00
Louis-Company $1,428,500.00
AAD Contractin 1,489,430.00
613651 1/20/2023 | Bridge Crack Filling | Federally|$1,500,000 |  $1,743,081.16 6 i S -16.7167
Fahrner Asphalt Sealers | 51,627,477.40
Kozeny-Wagner $1,958,850.00
R.V. Wagner $2,152,582.80
16M3411 1/20/2023 seal Coat ktate-Only $372,000 4347,597.79 1 Missouri Petroleum | 3411,289.42 | 10.56167
Blevins Asphalt 601,083.00
J5L008S 1/20/2023 Seal Coat Federally| $680,000 $589,249.27 2 P 5 10.56167
Missouri Petroleum $679,734.04
15L0051 2/17/2023 Hot Polymer Federally| $1,200,000 $1,205,796.35 1 Parking Lot Maintenance| $1,153,928.25 | -3.83931
JKU0048 3/17/2023 LED Lighting Federally| $5,000,000 $5,000,000.00 1 Custom Lighting Services| $7,407,919.00 | 48.15838






