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Introduction to Level of
Effort Negotiations

Jessica Andrews, P.E.
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Cambridge Dictionary:

The process of discussing something with someone in order to reach
an agreement with them

Merriam-Webster:
|

The process of conferring with another so as to arrive at the
settlement of some matter

Businessdictionary.com:

Negotiation Definition

| Bargaining (give and take) process between two or more parties...seeking to
discover a common ground and reach an agreement to settle a matter of

mutual concern or resolve a conflict




Give and |
Take

Negotiation

When?

Specific

: e Contr level
YT © Contract leve

Indefinite e Work Authorization
Deliverable level
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What?

Schedule

|
Level of Effort

November 20, 2019 7

2019 PEPS Conference

Defines the methods, procedures and
tasks that will be completed by the provider
to produce the project deliverables.

Must represent major milestones that
correspond to the work included in the
scope

Costs required to complete the project

SEEER hased on the scope
(LOE)

Schedule R cuceet




What?
What are the
tasks?
s
| rE
When will they &
Y .
be completed &
How much is it
Budget going to cost?
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What?

Work
_evel Ll Authorization

~

Services to be
— provided by the — Attachment B — Exhibit A
State

Services to be

— provided by the — Attachment C — Exhibit B
{ Engineer
—  Work Schedule —  Attachment F — Exhibit C

—  Fee Schedule — Attachment E — Exhibit D

10




Payment Types

SpeCified * Payment based on actual hours

worked

Rate & Cost e monitoring of project progress
PIUS Fixed Fee * Review and approval of deliverables

* Payment based on actual work
produced

010010101000« Follows Table of Deliverables (TOD)
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LOE: Specific Deliverable

Jessica Andrews, P.E.
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At the Contract level, both parties have a
clear understanding of the work and
deliverables expected in order to develop a
cost proposal and evaluate the
reasonableness of a cost proposal.

Specific Deliverable - Scope

TxDOT: Provide a copy of Attachment B and Attachment C
in MS Word format to the Prime Provider

Prime Provider: combine comments from Prime SME and

all sub consultants and send to TxDOT prior to scoping
meeting

TxDOT and Prime Provider: Scoping meeting-all relevant
parties in attendance

TxDOT and Prime Provider: Clearly state all tasks,
deliverables in scope and document assumptions




Specific Deliverable - Scope

Function
Code

Start with
the scope
template

Best

Practices

Clear The
numbering Engineer
system shall...”

Tasks vs.
Deliverables
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Specific Deliverable - Budget

Work
Breakdown
Structure

Level of
Effort
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November 20, 2019 16




Specific Deliverable - Budget

mmm  VVOrk Breakdown Structure (WBS) Excel file

» Agree on formatting PRIOR to starting LOE

» TxDOT send template to Consultant Project Manager

* Multiple CSJs? — separate

» Escalation? — separate

» Multiple work authorizations? — separate

 Labor, unit cost, and ODEs? - separate

« Summary sheet — CSJs, Firms, Function codes, HUB/DBE
» Tasks must follow the scope

« Rates rounded to nearest penny

17

Specific Deliverable - Budget

1 v.-.nl1 ar[c:p‘i‘ Bes 1‘ '.-"rmhus
T will ﬂﬂ[Oﬂ'I" Best Practices

I will adopt Best Prackices
1 wiill adopt Best Practices
I will adopt Best Prachices
I wnill adopt Best Prachices
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FAQ

Question:
Do | need to show at least one
hour/unit in a category in order to

. LOE : be able to invoice that category?
Field and Justify

Office Be_St the LOE Response:

Practices It's acceptable to include a
category with zero hours or units in
the Attachment E fee schedule of
the contract *

Task & *MUST show category in Work
Deliverable Authorization in order to invoice it.

Together
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Specific Deliverable - Budget

Consultant LOE vs TxDOT Independent LOE
What if your numbers don’t match?

Review LOE line by line

Significant differences are typically an indication of
different interpretations of the scope. (see scope slide)

2019 PEPS Conference November 20, 2019 20

10



Specific Deliverable - Budget

Consultant LOE vs TxDOT Independent LOE
What if your numbers don’t match?

Both sides should be willing to give and take (see
negotiation definition)

If an agreement cannot be made, terminating negotiations
is an option. Either side has the option to walk away.
(nothing personal it's a business decision)

If an agreement is reached = successful negotiation

2019 PEPS Conference November 20, 2019 21

Specific Deliverable - Schedule

Excel Gantt Chart Template

= Should be realistic
= |[nclude major milestones | —_
= Consultant develops the schedule - —_—
= TxDOT has a role in critical path

el
S
_

= Gantt chart recommended
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Specific Deliverable - Schedule

2019 PEPS Conference
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Schedule K 2

Budget

24
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Question:

Can we invoice more than estimated
on a function code?

Response:

Yes, please note:

* The final LOE is the Not to Exceed fee. How the numbers are allocated is an estimate.
Actual hours charged must be monitored for reasonableness.

At invoicing, if a Function Code is exceeded, verify no underlying problem.

Invoiced amount for a function code may be greater than expected provided that the
total does not exceed the maximum not to exceed fee.

If a classification is not in the Work Authorization can it be invoiced?

Response:

NO. A classification MUST be shown on the work authorization level
of effort in order to be invoiced.
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LOE: Indefinite Deliverable
Kendall Baker, P.E.

2019 PEPS Conference November 20, 2019

Indefinite Deliverable (ID) - Work Authorization Assignment

TxDOT PM prepares PEPS assigns
Identification of PEPS evaluates ID contract for

Contract Need form ID contracts the Work
and submits to PEPS Authorization
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Work Authorization Preparation Timeline

Day
Step 1: Scoping
* TxDOT Establishes Scope
* Provider Reviews Scope
Step 2: LOE Negotiation
* Provider Prepares Attachment D
* TxDOT Reviews Attachment D
Step 3: Work Auth Documentation
* Provider Prepares Attachments
* TxDOT PM Reviews and Submits
Step 4: Execution
*  Work Auth Review by PEPS/CSD

* Corrections and Execution

A Decision points _ Timescales

10 20 30 40 50
A
I
I
A
I
I
A
I
I
A
|

Indefinite Deliverable (ID) - Scope

TxDOT PEPS: Provide a copy of Attachment B and
Attachment C in MS Word format to the TxDOT PM

TxDOT PM reviews ID scope to ensure that ID
contract includes all applicable scope language
needed for the project

TxDOT PM and Prime Provider: Scoping meeting-all
relevant parties in attendance

TxDOT and Prime Provider: Clearly state all
deliverables and document assumptions

30
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Indefinite Deliverable (ID) - Scope

ID Contract Scope = Standard Scope Template

Work Authorization Scope: MUST FOLLOW
CONTRACT SCOPE

TxDOT and Prime Provider: Determine WA scope.
Cannot add any new scope, can only clarify scope.

Indefinite Deliverable (ID) Payment Types

Lump Sum

Unit Cost

Specified Rate

—L Cost Plus Fixed Fee
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Indefinite Deliverable (ID) - LOE Negotiation

PEPS Service
Center

District/Division PM District/Division PM

Prime Provider Prime Provider

Developing a Work Authorization - LOE/Exhibit D

= The Engineer prepares Exhibit D in Excel (separate tab for each provider and Method of
Payment)

= First tab is the Summary tab of all the subsequent tabs by Firm, Function Code, and CSJ
= Contract Specialist confirms all Function Codes listed in Exhibit B are listed in Exhibit D

= Contract Specialist ensures that whole units/hours are charged. No partial hours or ODEs
accepted

= The Contract Specialist confirms the rates and Labor Classifications are in accordance with
the contract

= ODEs MUST align with the contract and MUST be assigned a Function Code

= Rates, Labor Classifications and Other Direct Expenses can only be invoiced if they are on both
the Contract and Work Authorization

= The Contract Specialist performs a thorough quality review of spreadsheet calculations

2019 PEPS Conference November 20, 2019 34

17



LOE/Exhibit D Example

Contract No. Exhibit D - Fee Schedule PS Contract No
Work Authorization No. Method of Payment: Lump Sum ’
PS PO No.
Summary
Prime Provider:
SUBTOTALS Firm Name Firm Name
Function Code: Description:
Project Management and Administration Total Labor Cost $400.85 $400.85 $0.00
FC 145
Other Direct Expenses $0.00
Roadway Design Controls Total Labor Cost $3,673.78 $3673.78 $0.00
FC 160
Other Direct Expenses $0.00
Drainage Total Labor Cost $1,186.23 $1,186.23 $0.00
FC 161
Other Direct Expenses $0.00
Miscellaneous (Roadway) Total Labor Cost $1,080.37 $1,080.37 $0.00
FC 163
Other Direct Expenses $0.00
Bridge Design Total Labor Cost $8,372.49 $458.72 $7,913.77
FC 170
Other Direct Expenses $312.94
Grand Totals $15,026.66 $6,799.95 $7,913.77
(HUB%) 52.66% 52.7%

*Note that this summary is for a single CSJ. If there are multiple CSJs on a WA, there must be a summary for each CSJ broken down
by Provider and Function Code.

=
O
O
O
O
O
O
O
O
O
O
O
O

Work Authorization Review Checklist

Total amount not to exceed is covered in the contract

Prime Provider name or Sub-Provider name is on each page

Prime Provider/Sub-Provider names match the names in the contract
Correct headers and footers on every page

General formatting is correct

Summary table is provided

Break out Exhibit D by CSJ, if multiple CSJs

Method(s) of payment shown on each fee schedule

Lump Sum WAs MUST HAVE a Table of Deliverables

Staffing categories exactly match with those included in the contract
ODE & Unit Cost rates, descriptions, and units align with those in the contract
GSA website used for Hotel/Meals and the USPS for postage rates
Formulas & calculations are correct

36
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District Viewpoint - Lufkin District

Jimmy Thompson, P.E.
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District Perspective - Scope

At the Work Authorization (WA) level, the District is responsible to prepare and
submit a scope of work (Exhibit A and B) to provide the Consultant with a clear
understanding of the work and deliverables expected in order to develop a cost

True or False: T R U E

Preparation and Submission of the Scope (Exhibits A and B) are considered
negotiations?
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District Perspective - Timing

Once a Consultant has been selected by PEPS for a respective ID Contract,
the District has 25 working days to complete negotiations and submit
negotiated documents to PEPS for processing.

25 DAYS?

How do we work together to get this done in 25 days?

How long does the District have to prepare the scope (Exhibits A and B)?

Does the District have any idea how much LOE (Exhibit D) is required and what is the
basis?

District Perspective - Process

Lufkin District TR s CRT reviews Draft

Consultant Review c tant and Consultant provides Exhibits and
Team (CRT) discusses Cg::rl;c?n an comments on Draft provides Comments
Preliminary Scope and Scope — DAY § - DAY 15

-

) Consultant provides
Submit an ICN to Draft Scope submitted to Exhibits C and D - Final Exhibits executed or
PEPS for Consultant and Scoping DAY 12 submitted to PEPS for
Consultant Meeting is Scheduled - Review and Execution -
DAY 1 DAY 25




District Perspective - Partnership

ATTACHMI ATTACHMENT C

Summary

C8J Now: 0011.30-060; 0311.20.041; 0911.28-042; 0350-05-008; 0911.30-004; 091130032

SERVICES TO BE FROVIL SERVICES TO BE PROVIDED BY THE | i

Project Man-Hour Projection

For each negobated Work Authorization the Sta - The Engineer shall provide engineering 4 s required [ = FROJECT WAME: __ Rcbinson Lane # Gilian Dayow: CR 245 2 Dig Dikhar: Cresk: CR 1615 M 2660 at Livde Crwl Cresks CA 206 at Dlack Cresk: CF 141 0
represent the State and will provide the followin  specifications and estimates (PSAE) and TAGK DESCRIPTIN o o o T
by Function Code (FC) rural and urban seflings.  The: e ) D e [ Later - ont
roadway and beidge — - Lot o | st v com o Eap
Subject 1o avallability, the Services 1o be pre survey, and geolec = — p— I A
Include, but not be limited to, the following | testity at Right of . - ” - b »T . £ s =T T
i QSN process CollpDoYal 10n T{ GMWOY k & £ L_lusen
Route and Design Studies 013 s s 000 00
GENERAL REQUIREMENTS B ] Fra) (Y
o A st ne avanesest: = = S
+ Provide Predminary Cost Estimate, Proje 1.1, Design Criteria. 'nn- Engineer s W g Wen Pe Y fo YMance ) = B [T
+  Provide ol boring logs for Inclusion in if St A = = : T P
s Provide availabke Evaronmental Docume  drivings, and stand; - T ol = T
) ) 3 B (T
» Prowile Map Fke. Topographic (Pianme Special pecifcaton mnovaliion = = 3 3y
= Provide approved traffic data. ¥
*  Provide OCIS progect miomation ET) e T EN O CRCT T [T
= Provide Design Summary Report " amsnn |1 ] + ron e
+ Provide Value Engmeering Repert ifava WNen design critenia are not identifie v smm|s _manm| 3w
; ; State and refer 1o the American A 3 Tmsne s sauem| 3 s
Social, Economic and Environmental Studse e e

+ Provide avallable project development o

Documentation, schematics, typical secl
*  Review and process each necessary em LOnSchOH “’""‘“" Dm"‘“ and "*
Gacument prior 1o lesing of thi: constrsct

business plan

+ Lacale sulable Eacilfies, advertise, and ¢ |1e EMINCET Shall ldentty. prepare ¢

+ Provide sesignated Siate representative: DES/N EXCEplion and Walver requin COWNSY lTa “T r;" Yale 3'1

- Provte  cou repertr  necessary or (olelen sUbmtal The Engneer st

+ Review the mformation and matenal gev 7 Eon B ST B

 each public meeling or public heamng  rin i of each condition that ma 300. l‘ may l’ e‘t in {;] MiSSIon

State will retum review comments 1o the

meelings or hearings. if apphtable

1.2. Right-of-Entry and Coordinatic)

Right-ot-Way Data and Utitty ; s lhavr e F mance jnvestmeud

= Provide avallable existing right of way pli
s Conguct all righl-of-wiy appraisals and 4
+ Ay coordination on approvals required

when Crossing state owned lands of navi

concerns of altected pivale property oaners
roperty QWner pricr 1o any entry onio the owner's

" property and shall reque: Ence om e State prior 1o each enlry
= Ifavalabée, Subsurtace Uity Enginecnr
ownershipdacility data: and
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District Perspective - Milestone Submittals

Start P630% ) ([Pe60%)  ({P695% P6 100% P6 ENV NEPA |P6 ENVRTL (|P6RTL STIP
04-Jun-04 A o S

15-Jun-16 A

10-Jan-17 A

06-Mar-15 A

26-0ct-15 A

08-Feb-17 A

05-Dec-16 A

17-Jan-12 A

15-Aug-17 A 10/04/2017 A 12/20/2017 A 01/26/2018 A 01/09/2018 A 01/09/2018 A 02/09/2018 A 20171026
17-lan-12 A 11/09/2016 A 01/06/2017 A 02/14/2017 A 02/14/2018 A 03/29/2018 A 03/29/2018 A 20161219
04-Jun-04 A

03-Feb-17 A 08/16/2017 A 01/10/2018 A 02/20/2018 A 03/13/2018 A 03/13/2018A 03/13/2018A 20161219
03-Feb-17 A 08/16/2017 A 01/10/2018 A 02/20/2018 A 03/13/2018 A 03/13/2018 A 03/13/2018 A 20161219
03-Feb-17 A 01/10/2018 A 02/20/2018 A 03/01/2018 A 03/01/2018 A 03/09/2018A 20161219
05-Oct-05 A 02/07/2017 A>(1/22/2018 A)10/05/2005 A 05/01/2017 A 20180227
04-Jun-04 A O 013 A 02/07/2017 A 01/22/2018 A 10/05/2005 A 05/01/2017 A 03/05/2018 A 20180227
08-May-17 A 10/18/2017 A 01/09/2018 A 02/20/2018 A 03/09/2018 A 03/03/2018 A 03/03/2018 A 20161219
08-May-17 A 10/18/2017 A 01/09/2018 A 02/20/2018 A 03/09/2018 A 03/09/2018 A 03/09/2018 A 20161219
05-Dec-16 A 08/10/2017 A 01/31/2018 A 02/13/2018 A 03/05/2018 A 03/05/2018A 03/09/2018 A 20161219
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District Perspective - Level of Effort (Fee)

Previous 3 Year Average This Contract Average
Manhours Manhours

(PS&E Only) (PS&E Only)

Off-System On-System Off-System On-System

828 1,265 953 1,328
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Questions and
Discussion
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Jessica Andrews, P.E.
Fort Worth Service Center Manager
© Jessica.Andrews@txdot.gov

A « (® 817-370-3668

Jimmy Thompson, P.E.
Transportation Engineering Supervisor
Jimmy.Thompson@txdot.gov

M 936-633-4397

i Kendall Baker, P.E.
Asst. Rural Service Center Manager
Kendall.Baker@txdot.gov

M o79-778-9789
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