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VECP CONSTRUCTION MANUAL WORDING

The following document is intended to assist with the implementation and interpretation of the new Revision of Section 104 – Value Engineering Change Proposals standard special provision.  This Construction Bulletin will replace the existing section 104.7 of the Construction Manual:

104.7 VALUE ENGINEERING CHANGE PROPOSALS BY THE CONTRACTOR

Contractors are encouraged to submit Value Engineering Change Proposals (VECPs) to the Department for evaluation. Complete submittal requirements are defined in subsection 104.07 of the standard special provision.  The Project Engineer should promptly supply information such as VE studies, structural selection reports, environmental studies, etc. to the Contractor when requested in writing to do so.
The following procedure is to be used in the evaluation of VECPs:

1. Determine if a VECP qualifies for consideration and evaluation.  The Project Engineer should discuss VECPs with the Resident Engineer, and reject any VECP that is incomplete or that requires excessive time or costs for review, evaluation or investigations.  The Project Engineer should also reject proposals that are not consistent with the Department’s design or construction policies or criteria for the project, or with the specification.  The Project Engineer should notify the Contractor immediately in writing of the rejection, and the reasons for the rejection.

2. Categorize Proposal.  Proposals should be categorized as VECP (Category A) or VECP (Category B).

A VECP (Category A) is any proposal where the changes to original bid items will total over $250,000, or that involves a structure, including but not limited to a bridge, retaining wall, concrete box culvert, or building.  A VECP (Category A) will result in a realized and shared cost savings to CDOT, as described in the specification.

A VECP (Category B) is any proposal that is not a VECP (Category A).

No VECP can be used to alter incentive and disincentive rates and maximums on A+B (cost plus time) projects. In other words, no additional incentive will be paid resulting from acceptance of a VECP for an A+B project.  Right of Way can not be purchased as part of a VECP to eliminate phasing on a project.

For either category of VECP, the Project Engineer should be certain that the estimated quantities are reasonably close to what will be required to complete the items. The Contractor shall provide additional information if costs or quantities are questionable.  The Project Engineer should reject the proposal if the quantities and/or costs are incomplete.

If in doubt as to the proper categorization of a VECP, discuss the proposal with the appropriate Project Development Branch Area Engineer.

3. Evaluation of the proposal.  All reviewers of a VECP should thoroughly review the VECP specification before beginning evaluation.

If the Project Engineer determines that the time for response indicated in the VECP submittal is insufficient for review, the Project Engineer will promptly notify the Contractor.  Based on the additional time needed for CDOT’s review, and the Project Engineer’s analysis of that effect on the critical path of the Contractor’s schedule, the Project Engineer will evaluate the need for a non-compensable time adjustment to the Contract.  If warranted, this additional time should be included in the CMO prepared for the accepted VECP.

CDOT’s evaluation of the VECP should consider the results of any previous Value Engineering (VE) studies conducted on the project during the design phase, structure selection reports, or other decisions which have been considered previously.  Conditions may or may not have changed since these studies and reports were prepared.

All VECPs (Category A) will be evaluated by a panel of subject matter experts within the Department. The Project Development Area Engineers will maintain a list of subject matter experts that will constitute a standing VECP (Category A) Evaluation Panel.  Participants on this standing panel will rotate on a regular basis.  The panel for a specific VECP will be organized and facilitated by the Project Engineer, and may include representatives of Staff Bridge, the Federal Highway Administration, the Region Program Engineer, the Project Development Branch Manager, the Area Engineer, and others deemed necessary.  The panel will discuss the potential merits, cost savings, time savings, and original design intent before accepting or rejecting the proposal.  The panel must be comfortable with the cost and shared risk of the proposal.  The cost of each individual item in the proposed change and the cost of the total proposal should also be reasonable.  The recommendations of the panel will be given to the appropriate Region Program Engineer.  The Region Program Engineer will then make a final decision in consultation with the Region Transportation Director.

VECPs (Category B) will be evaluated in the Region by a panel consisting of the Project Engineer, Resident Engineer and Program Engineer. The Region panel will contact the appropriate CDOT and FHWA experts as needed, and discuss the potential merits, cost savings, time savings, and original design intent before accepting or rejecting the proposal. The Area Engineer may be contacted for evaluation guidance and to determine which additional parties should be involved in the review process. The Region panel must be comfortable with the cost and shared risk of the proposal. The cost of each individual item in the proposed change and the cost of the total proposal should also be reasonable.  The Region Program Engineer will then make a final decision, based on the conclusions of the panel.

The Project Engineer will ensure that all VECPs are reviewed in a timely manner, and advise the Contractor whether the VECP is complete or incomplete.  If a VECP is incomplete, the Project Engineer should reject the VECP and advise the Contractor in writing of the reasons for the rejection.  When the VECP is complete and has been reviewed, the Project Engineer will advise the Contractor in writing of the approval of the VECP, or the reasons for rejection.

4. Contractor Appeal Process.  Appeals can only be made on VECPs (Category A).  The Prime Contractor submitting the VECP may file a one time appeal through the Project Engineer to the Region Transportation Director on the denial of a VECP (Category A). The Contractor must have a valid reason for the appeal, and the decision of the Region Transportation Director will be final.

5. Processing of accepted VECPs.  After the terms of the proposal are agreed upon, the Project Engineer will process the proposal using Form 90 – Contract Modification Order. See Appendix C for an example.

It is preferable that the final cost be agreed upon before implementation.  However, based on the estimated value of the change, the Project Engineer and the Contractor may agree to a flexible method of determining the final cost share. Such agreements must be documented in detail on Form 90.

The Form 90 should identify the difference between the original planned quantities and the quantities represented by the accepted VECP.  The net savings shall be calculated pursuant to the formula shown in the specification.

If a VECP saves time on the project, especially on A+B projects, the contract time will be adjusted accordingly.  For example, if an A+B project initially has a contract time of 300 calendar days, and CDOT accepts a VECP that saves the project 20 days, the CMO will reset the contract time to 280 days.  The allowable incentive and disincentive rates and maximums will be unchanged.  Example 2 – an A+B project initially has a contract time of 200 calendar days with an early completion incentive of $10,000 per day.  A VECP proposes to save 10 days, but at an increased construction cost of $85,000.  The early completion incentive can not be used to offset, or be credited against, the additional construction costs, and CDOT would not accept the proposal, since it would result in additional construction costs.

The Contractor’s development and re-design costs and CDOT’s review costs should only be those costs over and above what each party would have expended if the VECP did not exist.  In other words, the Contractor’s development and re-design costs might include the services of a Consultant Engineer, and must be documented with certified billings.  CDOT’s review costs might include costs for Staff Bridge, Region or Headquarters personnel that would not have worked on the project at all, or as much, if not for the VECP.  In some instances, CDOT may have to hire a Consultant to assist with evaluation, and those costs would be included, as well.  The rates for CDOT’s review services are shown in the specification.

The Contractor will be paid for the work represented by the appropriate pay items as the work progresses and is acceptably performed.  In addition, the VECP Incentive will be paid to the Contractor upon acceptable completion of all the construction work represented by the VECP, according to the formulae in the specification via an added 900 item “Value Engineering Change Proposal Incentive”.

If an analysis of the schedule shows an impact to the critical path, consideration should be given to adjusting the contract time using the CMO.

The CMO letter of explanation should describe any impacts to the project schedule.  The CMO letter of explanation should also describe the impact of the accepted VECP on the original scope of the project, including but not limited to milestones or lane rentals.  If adjustments are warranted, the CMO should spell these out, as well.
6. Tracking of VECPs.  The Project Engineer should report specifics of accepted VECPs to the Project Development Area Engineer for tracking and reporting purposes.

7. Implementation of VECPs into future projects.  VECP information will be shared statewide by the VECP coordinator in Project Development to encourage consideration of appropriate VECP elements, whether accepted or not on a particular project, into future design or construction practices, standards, or specifications.

If you have questions, please contact Randy Furst in Project Development at 303-757-9233.
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