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PROJECT DESCRIPTION:  Construct PCC rwy 3/21       





REQUEST FOR MODIFICATION OF CONSTRUCTION STANDARDS:  This request for modification of construction standards to accommodate unique local conditions is as follows:





A.	List of standards requiring modification and a discussion of why the standard cannot be met:  





	The utilization of "Price Adjustment Contract Provisions" are proposed for the grading portion of this project to allow for price adjustments in fuel cost during the life of the contract. The reason for modifying the standard is due to the current short term fluctuations in fuel costs in the market place.  Today's price speculation and inflated prices for fuel will not allow the bidders to accurate estimate their costs. 





	Other conditions creating uncertainty in the market are as follows:





	•	The Middle East has been and remains unstable.





	•	Home heating fuel prices can drive diesel fuel costs.  Refineries produce more gasoline during the summer and more home heating fuel in the winter.  If the winter is long and cold, shortages and high prices for diesel fuel can occur.  If the winter is short and warm, diesel fuel prices can go down, resulting in savings to the projects utilizing the price adjustment provisions.





	This multi-million dollar project is proposed to be let in March.  Approximately 1½ million cubic yards of grading at a rough estimate of $2.5 Million could be affected.  Because fuel is a major component of the grading cost, unit prices for grading are extremely difficult to estimate by the bidders.  Cost to the flying public could be higher than warranted if the bidders include their risk in their bids.   If fuel prices should decrease significantly over the life of the contract, undue "windfall" profits for the contractor could result.  On the other hand contractors could suffer catastrophic losses if they do not bid the risk into their bids and fuel prices continue to escalate.





	The logical alternative is to transfer the risk in bidding to the contracting agencies.  Authorization to approve this request can be found under FAA Order 5100.38A, 821.c. 





	The contract price that the contractor receives can go either "up" or "down" under the proposed price adjustment provision. 





	The proposed Fuel Cost Adjustment (FCA) clause was originally utilized during the 1970's oil embargoes. At the request of the Wisconsin Road Builder's Association, it was re-introduced in 1990 by WisDOT Division of Highways to protect the contractor and owner against the fluctuating fuel cost due to the Persian Gulf Crisis. 





	The FCA clause provides a mechanism for changing the contract price when the Current Fuel Index (CFI) to base Fuel Index (BFI) ratio falls outside the 0.85 and 1.15 limits.





	The CFI is adjusted by the Wisconsin Department of Transportation each month.  The CFI is the price of No. 2 fuel oil, as reported in U.S. Oil Week, using the first issue dated that month.  The CFI is the average of prices quoted for Green Bay, Madison, Milwaukee and Minneapolis.  





	The BFI is adjusted every October.  It is calculated by using CFI values averaged over the past year.  Fuel is a major component of a grading contractors expense and fluctuating fuel cost can add a higher factor of risk. 





	Two construction seasons are needed to finish this project, so bidders are going to be adding extra fuel costs into the contract to ensure that they are covered unless there is a FCA clause.





B.	A description of the proposed modification:





	SEE ATTACHED CONTRACT SPECIAL PROVISION





C.	A discussion of how proposed modification will provide an economical and feasible alternative to the FAA standard: 





	•	The Bureau can re-coup money when fuel prices decrease.





	•	Bidders would perceive less risk resulting in better bid prices for the owner.








D.	A discussion of how proposed modification was successfully used under similar conditions:


	


	The Federal Highway Administration re-authorized the use of the Fuel Cost Adjustment clause in 1990 (see exhibit A).


 


	FCA methods are successfully used by other states (see exhibit B).





 


ASSURANCE STATEMENT:  


	This is to assure that the proposed modification of construction standards will provide a product that will meet or exceed FAA standards for acceptance and that the finished product will perform for its intended design life based on historical data:





ENGINEER





Mead & Hunt, Inc


Name of Firm





BUREAU OF AERONAUTICS





                                                                  Date                      


C. M. Gelderman, P.E.


Specifications Development Chief








                                                                  Date                      


Keith F. Richardson, P.E., Chief


Airport Engineering Section





APPROVAL:


FEDERAL AVIATION ADMINISTRATION








Approved by:                                            Title                        Date                 





Note:  A copy of this approval will be attached to either the "SPONSOR CERTIFICATION FOR PROJECT PLANS AND SPECIFICATIONS" or "SPONSOR CERTIFICATION FOR CONSTRUCTION PROJECT FINAL ACCEPTANCE" as appropriate.
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