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1. PURPOSE Q,Q

a. To outllne d procedures for preparing engineer’s estimates and for
reviewing b| ncurrence in award.

b. To @\/ Qﬁgﬂance for improving pre-bid, bid review and evaluation policies and
proc

C. Togngrove competitive bidding procedures.

\\Q
\>\ BACKGROUND
0 A State Transportation Agency’s (STA’s ) procedures for soliciting and awarding
construction contracts are an important part of the competitive bidding process. To



ensure a competitive contracting environment, STAs should develop effective
prequalification programs and other procedures to ensure fairness in the pre-bid
solicitation process and post award review of construction bids. In addition, the STA’s
procedures for developing a reliable engineer’s estimate are critical to the success of

such programs. The engineer’s estimate should reflect a fair and reasonable cost of the (\
project in sufficient detail to provide an accurate estimate of the financial obligations to %O
be incurred by the State and FHWA and permit an effective review and comparison of (0.

the bids received. O

A(b
This guideline replaces Technical Advisory “T5080.4 - Preparing Engmeeﬁﬂm@
and Reviewing Bids”, dated December 29, 1980 and Technical AdwsoryE\/ %
Guidelines on Contract Procedures with Emphasis on Bid Reviews arq/ alu%@n
dated December 17, 1982.

0
3. PRE-BID CONSIDERATIONS Q~

a. Contractor Prequalification In general, contﬁb % lification is used to help
determine the quantity and type of work a firm is le ofdndertaking. Normally the
firm's resources, its financial assets, work ex e@] its staffing capability must all
be identified for it to become prequalified. %e St that do not require
prequalification find it necessary to collig e ation via a financial statement or
some other abbreviated process. The a e* not specify the type of work or limit
ec hey feel prequalification may restrict
not prequalify but instead rely on the contractor’s
d. e FHWA does not require prequalification, but
racttg:uch procedures must not restrict competition.

the size of project a firm may bid up
competition unduly. Other State
ability to provide a performanc
if a STA elects to prequalify ‘%
Prequalification has beﬁ@én by some of the States as a useful tool for gathering
pertinent informatio ate management details of a contractor's firm. In the
event of a conV|ct| e such as bid rigging, such information proves useful as
an aid in deterr@wg ti\ Qgg;oprlate sanctions for the firm and/or the individuals
involved. An e use would be to determine the relationship of firms bidding

on any o& je%‘Q

Spe mforQatlon that should be collected from a firm includes the following: financial
I.‘ﬁﬁnmpal individuals in the firm (anyone having a 10 percent or more interest
I affiliates or subsidiary companies including material sources, available
eqU| t work experience, individuals and organizations that have control or
rit(énce over the firm's bidding procedures, and whether the firm has ever been
6® pended or debarred from bidding and the related circumstances.

CQQ The instructions for completing the work experience section (of the pre-qualification
form) should require that the firm identify all projects for which it was the prime
contractor and those on which it worked as a subcontractor during at least the past two



years as well as the contracting agency for those projects. Also, the contracting agency
should describe the penalties for making false statements in the pre-qualification

process.
b. Anti-collusion Statement A sworn anti-collusion statement should be included (\
as part of the bid proposal package. Under the 23 CFR 635.112(f), the STAs are ,@

required to include provisions in the bidding proposals that require all bidders to include

a non-collusion statement with their bids. The FHWA in consultation with the DQIhas \3
concluded that non-collusion statement may be either an un-sworn declaration d Q
under penalty of perjury under the laws of the U.S., or a sworn affidavit exe

sworn before a person who is authorized to admlnlster oaths by laws of th tate?A
non-collusion certifications shall be retained by the STA in accordanc '\h th ention
policy of 49 CFR 18.42. These certifications could serve as imp @ |d%n% in the
event that collusion or bid rigging is discovered at a later date. bid ubmits a

false statement, sanctions could then be taken against the f|r A\Q
c. Standard Specifications All States should have a§~ ecifications that
address the issue of evidence of collusion among bidd t& State specifications
that currently address this item generally specify th ay determine that the
bidder is not responsible and reject his/her propos% ase evidence of collusion. In
should advise that collusive

addition to rejection of a firm's proposal, the
bidding is a violation of the law and could reé%m crifiywnal prosecution, civil damage

actions, and State and Federal administr

N
d. Bidders List Confidentiality of{@ bi "list (those firms that have taken out
plans and a bid proposal docume as{tgh advantages and possible disadvantages.

the potential for bid collusj than in previous years when such information
was not readily avallab rt to create the most competitive environment for
potential bidders, a fj ot be aware of the identity of the other potential
bidders. An adva e ofdkeeping the bidders' list confidential is that bidders will submit
what is belleve e (égstlc competitive bid based upon the company's own
individual cir . This is especially important for projects where there would be

limited cg@@%ﬁo&Q

2)CA pos g%le disadvantage of keeping the bidders' list confidential would be that
p%n 1al rial suppliers and subcontractors would not be informed of what firms to
contact.forupcoming projects. Therefore, a material supplier may fail to inform a
pote bidder of its current prices. However, by the very nature of competitive bidding
a@he last-minute quotes traditionally provided contractors, it is felt both contractors
suppliers will continue to have adequate communication. Further, since the bidder
Gnust perform the contract work with his/her own firm and/or subcontract it, the burden
00 actually lies with the bidder to determine what other firm he/she wants to work with on a
project. Unless the project has new or unusual material or construction requirements, it
is believed most contractors are aware of the available subcontractors and potential

(1) With the availability é Eﬂ tab&fon information and bidders lists on the Internet,



material suppliers. Therefore, it is believed the bidder is generally the one seeking
potential subcontractors, especially if Disadvantaged Business Enterprise goals are
included in the proposal. During court testimony, defendants have stated the bidders'
list was used to identify other potential prime contractors to be contacted to rig the

project bids. Although there are other ways to find out who plans on bidding, i.e., from (\
material suppliers, bonding companies, etc., at least the contracting agency is not ,@
providing this information when it keeps the bidders list confidential. It is recognized D

that State freedom of information or similar statutes may, however, preclude ke(@ \0

the bidders' list confidential. Q/A

e. Competition Competition for projects by bidders is an integral p&ﬁ(f\a
successful construction program. An effort should be made by the comt/ tlngb@ency
to maximize the competition by a number of methods. q/

(1) Advertisement should be widespread enough to advis sep |aI bidders
interested in the type of work and size of project involved. d %gﬁe complexity of
the project, extended advertisement periods are encouraget:

(2) Consideration should be given to the prOJect ‘& ost/5|ze to maximize
the number of bidders. The size normally varles h State depending on the

makeup of the construction industry. In som §®1 it may be desirable to divide
the project into several smaller contracts to éer co tition.

(3) Jobs should be allowed to be b|%$/ d%hy or in combination.

f. Multiple Bid Requirements St«a@law or regulation exists which requires that
more than one bid be submitte o} ard can be made, efforts should be made to
en

revise or repeal it. There is t in those cases where only one contractor was
interested in a project an m bid requirements existed, the firm actually
contacted other contra to it a complementary bid so award could be made. If
only one bid is sub itted anQ/itfar exceeds the estimate, it should be rejected; but if it is
at or below the es e, |@)h uld be considered for award.

g. Escrow ments The STAs should consider escrowing bid documents
where |t | er feasible to do so. Section 103.08 — “Escrow of Bid
Docume |o ¢ e AASHTO Guide Specifications for Highway Construction

provr@ a sa ple specification for this requirement.

N\ o

&@%EPARING ENGINEER'’S ESTIMATE

bThe critical review of any bid depends on the reliability of the estimate it is being
00 compared to. Therefore, State Transportation Agencies (STAs) are strongly urged to
devote sufficient attention to preparation of estimates using the same level of detail as
the contracting industry. The engineer’s estimate should reflect the amount that the



contracting agency considers fair and reasonable and is willing to pay for performance

of the contemplated work. Under-estimating causes project delay while additional

funding has to be arranged to meet the contract costs. On the other hand, over-

estimating causes inefficient use of funds that could be used for other projects. In

addition, the engineer’s estimate serves as the benchmark for analyzing bids and is an Q™
essential element in the project approval process. There are three basic approaches to - O
estimating: actual cost, historic data, and a combination of historic data and actual cost. (5.\'
One of the most important factors in obtaining a good engineer’s estimate is the O

experience of the estimator. While documented estimating procedures are hel (0'
contracting agencies are encouraged to provide sufficient training opportuniti $

staff.

AN
a. Estimating Methods Q (b'

(1) Actual Cost Approach The actual cost approac nto |derat|on
factors related to actual performance of the work (i.e. the c&ﬁ cg&( labor,
equipment, and materials; sequence of operations; produb( and a reasonable
value of overhead and profit). This approach requwes r to have a good
working knowledge of construction methods and eq«@n \ﬁo the estimator should
have resources available for determining product ates actual work performed
by the contracting industry on similar type praje ‘as resources for determining
current construction methods and equipme hllef$ stments for current market
conditions may be required, this approac ical oduces an accurate estimate and
is useful in the bid review process in a| t Ision to award or reject the project.
However, this method may be more c ing and may not be practical for all

projects. Q

(2) Historic Data Approa: %) Th&e of historic data from recently awarded
contracts is a cost-effective\eth develop the engineer’s estimate, however, solely

relying on historic data no ppropriate when the data is based on a non-
competitive blddlng iron . A file of previous unit bid prices should be maintained
according to type location of project. Upcoming projects should be matched
to the most rec ro develop base prices for estimating the value of the unit
prices. Un ach bid data are summarized and adjusted for project
condltlo . pr Iocatlon size, quantities, etc.) and the general market
conditlo

\&}ppr&&u requires the least amount of time and personnel to develop and
produces‘ah adequate estimate for use in budgeting/programming, as long as
com ve bid prices are used to build the estimate. Non-competitive bidding and
uﬁﬁanced practices are the least recognizable using the historic data approach to
ating. Further adjustment of the base prices should be considered based upon the
bages of the similar projects, but past inflation rates should not be projected into the
00 future unless based on circumstances which can be reasonably expected to occur, such
as labor rate increases through labor negotiations and known material price increases.



Where the magnitude and timing of future increases are uncertain and would have a
major effect on critical unit prices, price adjustment clauses may be a better alternative.

(3) Combination Approach This approach combines the use historic bid data
with actual cost data. Most projects contain a small number of items that together
comprise a significant portion (e.g. 75 percent) of the total cost. These major contract
items may include Portland cement concrete pavement, structural concrete, structural
steel, asphalt concrete pavement, embankment, or other major items of work Vwme N
contract. To the extent practical, STAs should collect information on local mar rc
of materials, equipment manufacturers, dealers, and rental companies, and eri

suppliers to obtain current cost information on a regular basis. Davis-Bac \ling
wage rates on Federal-aid contracts could be easily incorporated to ?}d costs
as determined by Department of Labor. Current material costs a m local
approved sources. Equipment costs can be obtained through r hfal/c es or
equipment dealers based on a reasonable depreciation sche aining items
are estimated based on historical prices and adjusted as a %na&@r the specific
project.

Q)\

b. Confidentiality of the Engineer’s Estimat ‘d \@‘s

Procedures and policies concerning conf&ltlal nge from including the total
estimated construction cost in the bid eeping the estimate confidential from
the public even after the project has e ucted and opened to traffic. Benefits of
making the total estimate public i e el@matlng the possibility of only one or some of
the bidders knowing what the S beligves the project is worth plus removing any
pressure from State employ e@(o re e the estimated cost secretly. One
disadvantage of making t cost public is that firms desiring to rig bids can

use the engineer's estl as SIS for determining the low-bid amount to be
submitted. This is e mll@ ortant in cases where the contracting agency
anticipates m|n|m Q?)l n and/or a single bid for construction.

from co er bidders, it does prevent bidders from knowing what
apprOX| the contracting agency is willing to accept. For those agencies
that t\ébave total secrecy from the public is not realistic in their State, as a minimum
aﬁj b{@nfldentlallty a range for the estimated project cost could be provided and
i he bid proposal document. For example, a range could be established as

While confl @s e estimate obviously will not by itself successfully deter a firm
gw h

foIIovg
&
Project Classification Project Cost
A $ 0 -$100,000
B $100,000 - $250,000
C $250,000 - $500,000




D $500,000 - $1,000,000

E $1,000,000 - $2,500,000

F $2,500,000 - $5,000,000

G $5,000,000 - $10,000,000

H $10,000,000 - $15,000,000 Q'

| $15,000,000 - $25,000,000 Q} O

J $25,000,000 or greater

< &
A policy of providing a specified dollar amount for a bid bond could indicat t
of the estimate. This procedure should be revised to specify a percentagke %d
submitted, thus maintaining the confidentiality of the estimate. (1/
/\\q’ &6
Q' W
c. Accuracy of Engineer’s Estimate Q\ 4

The estimate must have credibility if the bid review @ss ls S effective. Estimate
accuracy should be judged by comparing the estim e low bid (%).
Estimate accuracy relies on the estimator usin he ava Ie resources to create a
fair and reasonable value for the work glven rtlc JOb conditions and evaluating
these conditions accurately to establish a c ate It is realized that estimate
preparation is not an exact science; how tthe engineer's estimate should be
within +10 percent of the low bid for a rcent of the projects. If this degree of

accuracy is not being achleved ove er|o time, such as one year, confidence in
the engineer's estimates may d ﬁher if estimated total costs are made
available to the public, even a g and are consistently running well above the

low bid (say 15-20 percent) n |C|ent workload is available, bidders may be

cognizant of the higher e te may submit higher bids accordingly.

Where confidence i@he estfpate has been established by the contracting agency, it
ff tool, the agency must show that confidence by rejecting

follows that to b
those low bids that are-\et within a reasonable percentage above the estimate.
Adjustment e eStimate for projects to be re-advertised should not be made to
correspo&@o th vious bids submitted without adequate justification.

Atlﬁ% ent rowdes a review guide for assessing a contracting agency’s procedures
vel the engineer’s estimate.

\\(\

6@ BID ANALYSIS AND CONTRACT AWARD
N

C?Q In 1983, the Office of the Inspector General (OIG) performed a review of the STA’s
preparation of the engineer’s estimate. They found that: 1). Estimates were overstated
and unreliable for bid evaluation, and 2) The FHWA had not adequately reviewed the



STA’s estimating procedures to assure that contracts were awarded at the lowest
reasonable rates. In response to the OIG’s findings and recommendations, the FHWA
established criteria to support and assist the STAs to improve their estimating
procedures. In addition, the FHWA Division Offices were advised to review their STA’s

procedures. ‘ O(\.

The engineer’s estimate should be a fair and reasonable value for the work to be >
performed. It should be within plus or minus 10% of the low bid for at least 50% @fthe \0
projects awarded. Specialized highway construction work should be evaluate a, .\
case-by-case basis. The following guideline discusses circumstances wher,
apparently excessive bid may be justified as a basis for award: '\(e\ (\6

a. Assessing Competition Competition should be consi XC tWhen
there are six or more bids within 20 percent of the low bid, m:@ﬁg th bid. Fewer
competitive bids should require evaluation to determine w com&tmon was
adequate, and whether additional competition or better pricg ?@be obtained. As a
guideline to this determination, the following is offered @a su&; tion for determining
whether adequate competition was obtained: Q)\

. %

Number of competitive |t|on May be considered
bids * (*Range = low bid G%eqh\é@ when Iow b|d does not exceed
+ 20 percent)
5 QO <(,1‘20 percent of engineer’s estimate
4 < (Cy 115 percent of engineer’s estimate
3 DY N\ 110 percent of engineer's estimate
2 .2 1o 105 percent of engineer’s estimate
1 ‘(‘7}9 é{)\\ The engineer’s estimate
**(Exceptional type s‘f\-prOJ should be identified where competition has been
historically poor, e prospects of increased competition are not apparent.
Such projects Id Q ewed independently of this or any alternative guideline.)

b. Congmeng‘ e-Advertisement Few projects are considered so essential that
def E (even$or 60 days to solicit re-advertised bids) would not be in the public
t. ever projects that are considered essential are of the following:

1 fety projects which are to correct extremely hazardous conditions where the
t ing public may be in danger.

6 (2) Emergency repair or replacement of damaged facilities.

0\\\

(3) Projects to close gaps in otherwise completed facilities to allow opening to traffic.



(4) Projects that are critical elements in a staged or phased construction schedule,
where a delay would mean substantial impact on the completion date of the facility.

It is difficult to justify that re-advertising would likely result in higher cost without
concluding that all practical anti-inflation measures have been employed to the Q™
maximum extent possible. O

Estimating errors should not be considered unless the magnitude of the erroris _ O \{0
significant and procedures are modified to attempt to prevent the occurrence o@ml (b
errors. Some errors are merely mistakes that can be corrected easily once OV@X

while others are “errors of judgment” which cannot be as easily explamg\ 6

States are encouraged to track projects that are re-let and tabulat
higher cost for each calendar year. If higher costs are found in -let ects, a

thorough review of the current estimates and procedures sho ed. Also,
current bid collusion detection techniques should be empl |dep£$fy potential bid

rigging/collusion. N
@ Q~

The analysis and award process for a project sho @e thgaugh even when the low bid
is below or at a reasonable percentage abov 'S estimate. Itis reasonable,
however, to expect that larger projects will r g%ve a e thorough review than very

@qér s%\?/%s or

small projects. The STA should have wri res for justifying the award of
contract, or rejection of the bids, when é@ ppears excessive or rejection is
being considered for other reasons

29

X

Q
@\} ®®

c. Bid Review Factors (0'

(1) Factors tsh@\ e considered in reviewing the bids received for a
prolect [ following:

a&)@mpa&on of the bids against the engineer's estimate;
&)@Q@b r of bids submitted;
&‘(\ c@Dlstrlbutlon or range of bids received,
Q)% (d) Identity and geographic location of the bidders;
6Q>\ (e) Potential for savings if the project is re-advertised,;

0 (f) Bid prices for the project under review versus bid prices for similar
projects in the same letting;



(g) Urgency of the project;

(h) Current market conditions/workload,;

(i) Any unbalancing of bids; O(\’
Q
() Which unit bid prices differ significantly from the estimate, and from other (5.\'
bids?
4’0
(k) If there is a justification for the difference; and Q/

() Any other factors the contracting agency has determlnedli\be yz&@ortant

(2) The influence of any one of the above factors may %to ‘é\nrngful
However, when considered in combination, the resuQ;O ould bg significant.
Although the number of bids received is a measu \Q terest, by itself
the number does not indicate the degree of com‘pgt' r example, one
would not normally expect a firm that is Iocatqgnea Q%ject to be underbid
by a firm located a distance from the pro; @rﬁg extensive mobilization
and materials transportation costs if both\firms arévbidding truly competitively.
A number of other factors enter into.aarticuléhfirm's bid such as workload or
the size of project, but a bidder's Qg@rap cation is a significant factor.

d. Comparison of Bid Prices A cogari (o) project unit bid prices should be
made at each letting to determine if o] ors are submitting consistent prices on
the different projects they bid. In &ra{,@ere will be an adequate number of projects
in each letting to make a comp pt for the large or very specialized jobs.
Although the projects being co par ay not be in the same geographic area, the
reviewers should be aw&r;?& graphic price differences, which normally remain

constant between area %g the overall market conditions change.
rices

e. Unbalancin nrt The unbalancing of unit bid prices by a
contractor is diffieplt to: s in that it is quite normal for different contractors to place
their costs s S head or their expected profit for the project in the unit cost of
different it g ally these costs will be in those items, which the individual
contractépha rmined will not be eliminated or significantly under run. The main

concefm of thedcontracting agency should be to assure itself that the bids have not been
m%@ially alanced in order to take advantage of errors in the plans or specifications.
Unbalancirg of bids may also occur on those lump-sum items that can be performed in
the e stages of the project.

\e distinction between a mathematically unbalanced bid and a materially unbalanced
Gld is often difficult. The State of Wisconsin utilizes a bid analysis procedure that was
00 developed with the assistance of the contracting industry to identify materially
unbalanced bids. The State examines significant items that are mathematically
unbalanced (as identified by a certain percentage over or under the engineer’s



estimated unit price for that item). If it appears that a quantity error may have caused a

contractor to unbalance, the State will examine all significant bid items for quantity

errors. If quantity errors are found, the State will examine the impact on the bidder

ranking if corrected quantities had been used. A change in the ranking is an indicator of

a materially unbalanced bid. See Attachment B. O(\*

f. Review Committee A multi-disciplined review committee should be used to
analyze the bids received so that the various perspectives within the contracting
are represented and are provided with technical and managerial input. This a a Q@'
can also be used to readily identify the effects of awarding the contract or rej ing@

with

bids. If a review committee is not utilized for analyzing bids, as a mlnlﬂ‘&
fa
the project. Any major differences in the unit bid prices and the readily
&Etnsed

estimating section should be involved. The estimating section is nor
identifiable and evaluated. Also, it keeps the estimating section ny trends
in the market conditions so the engineer's estimates can be k@ rr

g. General Guidelines It may be beneficial for a cont g@cy to develop
general guidelines to be used in determining whether t war contract or to reject
all bids. However, each project should be con&der%b merits, as some will
normally have a higher priority to begin construct% an others. If guidelines are
developed, consideration should be given to é(Ds @j'sliding scale" approach for
low bids over the estimate. A low bid 15 pe t abgyethe engineer’s estimate of
$50,000 should not necessarily be treate sa ay as a low bid 15 percent above
an engineer's estimate of $5,000,000. , If giidelines are used, it is recommended
that the specifics be kept confidentiakffem t neral public so as not to influence
contractors who are preparing bidQQ \&

h. Submission of Bids If acggnifi@% number of firms take out a set of plans and a
bidding proposal but only entage, less than 30 percent, actually submit a
bid, an effort should be ermine the reasons for the lack of interest. If the
cause for lack of |nt t ca@dentlfled appropriate steps should be taken to improve

the situation. Q
\)QQ N
6. POS@\QVQQBBEWEWS

‘@val n Period A conscientious effort should be made to determine if bid
/Slng rrently ongoing or has occurred in the recent past. To make this
determjration, an adequate number of projects awarded over a sufficient time period
r@%}e evaluated. A time period of approximately 5 years should be selected for the
6® al evaluation to determine if any abnormal competitive bid patterns exist.

CQQ b. Review Considerations The following information should be considered in a
post-award review for abnormal bid patterns: (1) number of contract awards to a specific
firm; (2) project bid tabulations; (3) firms that submitted a bid and later became a



subcontractor on that project; (4) rotation of firms being the low bidder; (5) a consistent

percentage differential between the various firms' bids; (6) a specific percentage of the

available work in a geographic area to one firm or to several firms over a period of time;

(7) a consistent percentage differential between the low bid and the engineer's estimate;

(8) location of the low bidder's plant versus location of the second and third low bidders’ (\
plants; (9) variations in unit bid prices submitted by a bidder on different projects in the - O
same letting; (10) type of work involved; (11) number of firms that took out a set of plans xS

and a proposal versus the number actually submitting a bid; and, (12) any other jtéms \0
discovered in the review that may indicate noncompetitive bidding. Re- advertl@

projects should be checked to determine if the eventual low bidder was als

first letting.

c. Analysis To consider or to analyze the above information to d %@usual
bid patterns exist. The information for project award must be in \ dily @ceessible
form, preferably on a computer. Further, although the analysi be@ e manually,
the use of a computer to analyze the data and to monitor bj % has become

very prevalent. While many STAs have their own bid anally? s§~ , the majority of
the STAs are using the Bid Analysis and Management@ste ecision Support
System, (BAMS/DSS), a module within the AASHT & software package.
The BAMS is a comprehensive system comprising\five moddles, which includes the
Decision Support System containing the coll R@ tection capabilities. The use of a
computer program is intended only to provi formé&tion to indicate whether further
investigation is warranted. If for any reas feels that bid rigging or fraud has
occurred, they should contact the nea%%: [}%/OIG Regional Office
http://www.oig.dot.qov/offices.php. a ased on a suspicion or actual
evidence of fraud, waste, and abéy@# ang-project funded by FHWA.

d. In-depth Post-Award R v@v The&tent to which an in-depth post-award review
should be carried out by F@A o) @SHA will depend upon the circumstances
surrounding each parti revi If an FHWA field office believes that irregular bid
patterns may exist urth@r jnvestigation is warranted, any evidence should be
furnished to the a Department of Transportation (DOT), Office of the Inspector
General (OIG) @State Further, most SHA's should provide any evidence
of wrongdoi |ts %le Attorney General's Office, FHWA, and other appropriate
officials. Tghe-fre of the in-depth reviews should be adequate to indicate to the

contracU@ agenCy that illegal activities are not ongoing or have not occurred in the
recentpast.

,Q{\ O(\
)

<
7¢\§emoval from the Bidders List (Debarment)

bgﬁspensmns and debarments are discretionary administrative actions taken to protect
00 contracting agencies by preventing persons and / or companies from receiving
additional contracts and / or subcontracts. At the Federal Government level, a notice of
suspension or debarment ensures that the Federal Government does not conduct



business with a person or a company who has an unsatisfactory record of integrity and
business ethics. Suspension and debarment actions are administered government

wide; consequently, a person excluded by one Federal agency is excluded from doing
business with any Federal agency. The FHWA's suspension and debarment policies

are in 49 CFR Part 29 and the General Services Administration’s Excluded Parties

Listing System (http://epls.arnet.qgov/) is a web based list that is updated daily for
individuals and firms that are currently suspended or debarred. Contracting agencies
may rely on this list to confirm eligibility prior to awarding any Federally assisted )
contract or subcontract. Q(b

It is desirable that each contracting agency has a written policy addresm@hat@;tlon
will be taken in instances of contractor irregularities, such as bid rigging.

policy serves as a deterrent to the contracting industry by advisin
terms, what activities the agency considers to be illegal or irres
intends to deal with those involved should any wrongdoing b
policy provides a basis for any action(s) that may be taken
involved in the illegal wrongdoing by those responsible fo

eral
j Ie ow it
ecte urther, the

\ndlwdual or firm
he policy.

Many States have their own procedures for suspen agent or procedures for
limiting future business dealings with non-respon Ie f|rm
http://www.fhwa.dot.gov/programadmin/contract§ls qu@&)




Attachment A —

REVIEW OF ENGINEER'S ESTIMATE PREPARATION

1. Are any State laws or regulation in effect regarding release or
protection of the engineer’s estimate?

2. Are any State laws or administrative regulations in effect for O
determination of whether a contract award is proper, based on estlm{Q
overrun, competition, or other factors? Q/

3. Review and attach any copies of any procedures or inst 'Tbns}é&\
State may have pertaining to preparation, revision, chec @ f
the engineer’s estimate?

4. Briefly describe the intended process for pre[@%n oh&tlmates
Verify the actual method used in comparlson W teq_ process and
note any differences?

5. Does the State have an estimating s%e ch other portions of the
agency become involved in preparing{g @‘sor approving the
estimate? 8

6. Briefly describe the pers es available for preparing, etc.,
estimates and note any wo& ges vs. personnel available over
the past 3 years.

7. What is the g @[ ba@%r establishing estimated unit prices?

8. What met ar @d to identify and incorporate anticipated changes
in cost of r, e@ent and material?

9. Ar{(b% @abor negotiations considered in the process?
6€§4Are @nal suppliers contacted for anticipated material costs?
% 11Qre adjustments made for individual project conditions? In what way?

& QZ What other factors are used to adjust the primary basis to determine
< the estimated prices for the project?

Q}\ 13. In typical cases, how far in advance of the letting date is the estimate
prepared?

0\}\



14. How often is the estimate revised during the advertising period?
Discounting addenda and quantity changes, what are the usual reasons
for revising estimated prices?

15. Is every estimate routinely evaluated by anyone other than preparer? Q
If so, when? \9
16. If possible, determine how often further study and/or revision is O \\{0
believed desirable but not accomplished due to workload restriction.(Q 4(0

)

17. Is any information released publicly, which may indicate tr&&&m
approximate value of the estimate prior to opening bids? Is@‘lt;; sti%&

released after opening bids? q/Q S
a. When? /\\ . @$
© 8
b. Is it published and where? r\Q Q_Q)
c. Who receives copies, if publish@g) Q)\é

d. In detail or only giving tot&l‘@ﬁ? \@'s

o

18. Is any other information reg&hg;&l@stimate available to contractor
on request? (%9)
& ¢,9

N

19. Review the State’s @erie(? uring the past calendar year for
Federal-aid contract f@ t randomly selected projects if the
contract volume excéeds rojects.

5 QO

a. Det e @ercentage of projects sampled where the low bid
fell Athin ercent of the estimate, and plot the distribution of
ids @)o e and below the estimate.

I

NS o

Q . Dge mine the percentage of projects with zero, one, two, three,
OO folb, etc., bids. Are there any project size trends noted?

O ¢

\% Q c. Prepare graphs with percent above or below estimate for each
&‘{\ (\ project vs. cumulative percent of number of low bids for three
O separate groups of projects, single bids, two or three, and four or
Q)% more bids. (Each group should be arranged in ascending order to
\\(\ facilitate preparing these graphs.) Are any trends noted?
R g 20. Review the Contracting agency’s procedure for evaluating bids
00 received prior to recommending award or rejection.



a. Is there an established policy on, or apparent pattern of, awards
or rejections of bids at a set level above the engineer’s estimate?

b. In the case of poor competition or excessive difference between

the estimate and the low bid, does the Contracting agency contact (\

the bidders and non-bidders who checked out proposal forms? \\,O
o

c. Are there any “ground rules” for adjusting estimates after receipt \0
of bids? Is such action taken on its own merits or may it be 4(0
prompted by pressure to award an apparently excessive bi & Q/



Attachment B

Wisconsin DOT Unbalanced Bid Analysis

(Excerpt from the Wisconsin DOT Construction and Materials Manual, (\
Section 2.1.2.1.1, revised 10/98) - O
>

1. A unbalanced bid analysis will be performed under two circumstances?) \0

« If the Department becomes aware of an error in a quantit ((\ an@
item shown in the bidding documents.

* If an item is found to be both significant to the ¢ Pﬁ;‘ﬁ aa.c’i(b'

significantly unbalanced.

2. An individual item will be considered s S|gn|f|c % the&traot if an
bidder has an item included in the proposal whexg g@rence between
the total cost of the item and the estimate, e ess a percent of the

estimated total contract cost, is greater t s\ an 0.50% for
contracts less than $2,000,000 and gr e tha less than 0.25% for
contracts $2,000,000 and larger. \@‘s

3. An item will be conS|dered &@ham@nbalanced if the difference
between the low bidder's un e estimate, expressed as a
percent of the estimate, i é +50% or is less than -75%.

4. The Unbalanced Bi al shall consist of the following steps:

A. The estimatedGhit p’r@?or all items identified as being significantly
unbalanced wilhbe r ed for correctness. Corrections will be made as
needed a el idders unit price will reevaluated to determine if the
item rer&iu@&fl antly unbalanced (see item #3).

B. ntitj }br all items found to be significant to the contract will be
ke verified. Quantities will be determined based upon the
d

6 ' ocuments and the construction methodologies depicted in the

& pld ese guantities will be used only for the purpose of performing the

&‘Q\ cl>s®balanced Bid Analysis.

9

C. Corrected quantities for items known to be in error (see item #3) plus
corrected quantities for all items significant to the contract will then be
multiplied times the unit price bid for each contractor and a gross sum for
the contract for each bidder will be calculated.

D. A comparison of the calculated gross sum totals will be made. If the
calculated gross sum for the contract low bid is found to be higher than the



calculated gross sum of another bidder, the low contract bid proposal shall
be determined to be materially unbalanced. If the calculated gross sum of
the contract low bid proposal is found to be less than the calculated gross
some of all other bidders, that bid shall be determined to be not materially

unbalanced. .
00

E. Step D will be repeated as necessary using the next low contract bid (0.
proposal until a contract bid is found to be not materially unbalanced. _ O \0

4’0

5. If the initial contract low bid proposal is found to be not m r‘@y §
unbalanced, the contract will be considered for award at th

amount in accordance to the Standard Specifications. (@ nt

based upon the bid amount and the quantities shown r\\

documents. (%)
4\

6. If the initial low bid contract proposal is foun Qb @arlally
unbalanced it will be considered irregular an |II b cted as
nonresponsive as reasonable doubt emst@a does not represent
the lowest cost to the Department.
7. If the initial low bid contract pr aI is d to be materially
unbalanced and rejected, the D, tm ay award to the next low bid
contract proposal at the bid act unt or may elect to reject all bids
and relet. Decisions will b d e public interest and will consider
consequences of relett| E@ect

> &





