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Discussion should focus on technical aspects of the work and any discussion of costs should be limited until the audit results are received.  The contract shall not be concluded until the audit report has been received and reviewed by the agency.





Exhibit 10-A is a sample request for a pre-award audit. Sections 3.5.5 and 3.5.6 of Caltrans Consultant Services Manual provide additional details about the audit process.




Authorization to Proceed





FHWA, or Caltrans acting in their behalf, must give the local agency an “Authorization to Proceed” with the work prior to the performance of any work for which Federal reimbursement is to be requested (see Chapter 3, “Project Authorization”).





Copies of the “Authorization to Proceed” and the consultant agreement must be retained in the project files for future audit purposes.




Selecting the Project





The local agency is responsible for selecting and initiating a Federal-aid highway project.  The decision to begin development is influenced by a project’s need, its acceptability, and the timing of studies, financing and construction.  The local agency identifies the project’s objectives, including the general level of improvement or service, operating standards, and the target date for project completion before commencing any consultant selection process.




10.2  Identifying & Defining a Need for Consultants





The need for consultant is identified by comparing the project’s schedule and objectives with the local agency’s capabilities, its staff availability, and its funding resources.  If the local agency does not have sufficient staff capabilities, it may choose to solicit assistance from another agency or hire a qualified private consultant to perform the required work.




Appointing the Contract Administrator





The contract administrator is responsible for the quality of consultant contract products or services. The administrator is appointed as soon as the need for consultant services is identified and is involved throughout the development of the contract provisions and administration of the consultant’s work.  The contract administrator must be a public employee qualified to ensure the work pursued is complete, accurate and consistent with the terms, conditions and specifications of the contract.





The contract administrator’s duties include the following:





· Providing direction to ensure the proposed work is advertised properly, the request for qualifications (RFQ), description of work, and request for proposals (RFP), if used, are prepared and distributed, and the draft contract is appropriately prepared


· Arranging for preparation of an advance, independent, estimate of the value of the work to be contracted out


· Making analysis of the selected consultant’s cost proposal


· Serving as the successful consultant’s primary contact person


· Monitoring the consultant’s progress and providing direction


· Approving the consultant’s progress payments





The use of a consultant for a “management” role should be limited to unique or very unusual situations. These situations require a thorough justification as to why the local agency cannot perform the work.  Consultants used in management roles must be selected using the same procedures as those for other consultants specified in this directive with full justification retained in the project files for future reference.




Determining the Project Schedule





The local agency develops a schedule to show the time for performance of work and completion of the project. The schedule includes sufficient time to allow for selecting consultants, developing consultant contracts, completing the pre-award audit, and conducting meetings and project reviews.




Segmenting Consultant Work





Consultant services are most effective when consultant work is segmented appropriately.  The extent of segmenting depends upon the type and complexity of the work. Combining preliminary engineering tasks with the preparation of the required environmental analysis is normally desirable.





Preparing an environmental assessment or environmental impact statement is more than simply writing a report. Assessment and impact reports include preliminary engineering needed to analyze project alternatives and produce an engineering and planning assessment.  Initial project studies include only as much traffic and engineering analysis of alternatives as is needed to produce a sound environmental assessment or environmental impact statement (see Chapter 6, “Environmental Procedures”).  Final detailed design is delayed until environmental clearance has been received if Federal reimbursement is desired.





Figure 10-1 illustrates several satisfactory ways to segment consultant activities.




Specify Products to be Delivered





The contract administrator identifies the products and services to be delivered as a result of consultant contract work.  These vary depending upon the type of projects and the phase of project development being addressed.




Define Scope of Consultant Work





The scope of work, which the contract must include, is a detailed description of the products or services the consultant is to provide.  From a detailed scope of work, consultants responding to a project advertisement determine personnel and time requirements, and develop a technical proposal and person-hour estimate for the contract.




Establish Intent for DBE Participation





A local agency receiving Federal funds must have an adopted Disadvantaged Business Enterprise (DBE) program and annual goals.  It must take affirmative steps to assure that DBE consultants are utilized when possible.  Such steps include soliciting DBE firms and, when feasible, organizing the project schedule and task requirements to encourage participation by DBE firms.  The consultant has the responsibility for using DBEs as sub-consultants when feasible.  If a DBE subconsultant is unable to perform, the consultant must make a good faith effort to replace him/her with another DBE subconsultant. DBE efforts shall be documented and verified.  See Exhibit 10-I, “BIDDER/PROPOSER DBE PARTICIPATION REQUIREMENTS AND INSTRUCTIONS” for more detailed information.  See Exhibit 10-J, "SAMPLE DBE PARTICIPATION REQUIREMENTS" for sample contract clauses with, and without specified DBE goals. 





Figure 10-1  Segmenting Consultant Work
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Estimate Cost of Consultant Work





An independent cost estimate is needed to ensure that consultant services are obtained at a fair and reasonable price.  The estimate is prepared in advance so the local agency’s negotiating team has a detailed analysis of the project from which to evaluate the strengths and weaknesses of the consultant’s cost proposal.  The estimate is kept confidential for use by the local agency negotiating team.





A good cost estimate can be prepared only if the scope of work is defined clearly.   The scope of work must include a list of the products or services which the consultant is required to deliver and a schedule describing when they must be delivered.





The estimate must include a breakdown of:





· Direct labor costs.


· Indirect costs.


· General and administrative costs.


· Other direct costs.


· Subconsultant costs.


· Net fee.





If more than one project is to be developed within the consultant contract, separate estimates are prepared for each project.




Determine Type of Contract





The contract must specify how the consultant is to be paid.  Four methods of payment are permitted on consultant contracts:





· Actual Cost Plus Fixed Fee


· Cost Per Unit of Work


· Specific Rates of Compensation


· Lump Sum




Actual Cost Plus Fixed Fee





This method is used most commonly.  The consultant is reimbursed for actual costs incurred and receives an additional predetermined amount as a fixed fee.  The fixed fee is not adjustable for the life of the contract except where there is a significant change in the scope of the work, in which case the fee may be renegotiated.





This method of payment is appropriate when the extent, scope, complexity, character, or duration of work cannot be precisely predicted.  Fixed fees apply to the total direct and indirect costs.  Fixed fees over 15 percent must be justified and documented in the files prior to commencement of work.  (See Exhibit 10-H for a “Sample Cost Proposal” form and Exhibit 10-E for a “Sample Payment Clauses” form.)




Cost Per Unit of Work





The consultant is paid based on the work performed.  This method of payment is appropriate when the cost per unit of work can be determined with reasonable accuracy in advance but the extent of the work is indefinite.  Contract payment provisions must specify what is included in the price to be paid for each item.




Specific Rates of Compensation





The consultant is paid at an agreed and supported specific fixed hourly or daily rate for each class of employee engaged directly in the work.  Such rates of pay include the consultant’s estimated costs and net fee.  The specific rates of compensation, except for an individual acting as a sole proprietor, are to include an hourly breakdown, direct salary costs, salary additives, indirect costs, and net fee.  Other direct costs may be set forth as an element of the specific rate or may be included as independent cost items.  This method of payment is used for on-call contracts and is considered only when none of the other three methods of payment can be used.  It is used only for emergency work or when the tasks are relatively minor.




Lump Sum





The consultant undertakes to perform the services stated in the agreement for an agreed amount as compensation.  It is appropriate only if the extent, scope, complexity, character, and duration of the work have been sufficiently defined to permit just compensation to be determined and evaluated by all parties during negotiations.




10.3  Consultant Selection Methods





Flow Chart 10-1 shows the three methods normally used in selecting a consultant. They are:





· One-Step Request for Proposals (RFP)


· One-Step Request for Qualifications (RFQ)


· Two-Step Request for Qualifications/Proposals (RFQ/RFP)





The method used depends upon the scope of work, the services required, the project’s complexity, and the time available for consultant selection.





Beginning with Section 10.4 “Consultant Selection Using the One Step RFP Method,” the selection methods are explained in detail.




One-Step RFP (Request for Proposals, Followed by Interviews and Negotiation)





The One-Step RFP method may be used when the consultant service is highly specialized and there are few qualified consultants.  This method is also used when a local agency has a modest number of projects per year, and the expected number of proposals is small--generally less than ten.





In this method, consultants submit a technical proposal and statement of qualifications at the same time.  Proposals by all consultants are evaluated based on criteria outlined in the RFP and a short list of qualified consultants is developed.  The local agency ranks qualified consultants and negotiation begins with the most qualified consultant.
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