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LFA – Definitions

• SFA – State Force Account
– State working on state highway

• LFA – Local Force Account
– LFA – State 

• Local Unit working on state highway

– LFA – Local
• Local Unit working on local highway

Presenter
Presentation Notes
SFA – State Force Account

A State Force Account (SFA) is used when the department performs work on the State Trunk Highway System with its own forces and equipment and the work is funded under an improvement project.



LFA – Local Force Account

Local Force Account (LFA) contracts are used when a local unit of government does work for the department on the State Trunk Highway System or when a local unit of government does work on a Local Highway System.

LFA – State 

Local Unit working on state highway

LFA – Local

Local Unit working on local highway
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LFA – Background

• FHWA Process Review – 2006 
• US DOT Report – December 2006
• FHWA Report – May 2007
• Initial WisDOT Response – July 2007

Presenter
Presentation Notes
From FHWA Report:

The results of the 2006 Local Force Account Review showed that some significant modifications to current procedures and practices will be necessary to ensure compliance with Federal regulations. FHWA fully recognizes the capabilities of the Counties, and some municipalities, to perform quality construction work on some types of projects, and we recognize the role of the Counties in providing critical maintenance functions to the State. However, this cannot be a basis for a program that does not fully conform to Federal requirements. We are willing to work with WisDOT to modify the program and provide flexibility where it is appropriate to do so. 



FHWA Report included 21 items, 8 of which are already completed



WisDOT responded to items 1 through 10 on July 23, 2007.  Items 11 through 21 will be addressed through manual updates sent to FHWA for review and/or approval.
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LFA – Previously Implemented 
PART 1

• LFA Agreements Now Reflect P S & E 
Approval

• LFA Agreements Incorporate All Required 
Contract Provisions

• Minor Equipment Covered Under 
Equipment, Not Materials

• LFAs Only Used on Federally-Eligible 
Roads

Presenter
Presentation Notes
Since April 2007, WisDOT uses a process whereby the region design representative will be notified (at the time the LFA is being forwarded for contract processing) indicating the PS&E for the subject LFA is approved.  A copy of the notification will also be sent to CO files. 



Since April 2007, LFA agreement “contract” provisions are now part of all LFA submittals.  Provisions are as follows:

GENERAL, NONDISCRIMINATION ASSURANCE, ASSURANCE OF NONDISCRIMINATION ON THE BASIS OF DISABILITY, SAFETY: ACCIDENT PREVENTION, FALSE STATEMENTS CONCERNING HIGHWAY PROJECTS, BUY AMERICA, Prohibition Against Convict Produced Materials (23 CFR 635.417), Purchase of Materials, Requirement For and Access to Records 



In 2007, WisDOT reviewed all future LFA projects to ensure they were eligible for Federal-aid funding by being on the Federal-aid system.  Some projects not on the Federal-aid system (highways functionally classified as local or rural minor collector) were removed from the program.  The only exceptions to using federal funds off the Federal-aid highway system are for bridge or safety (hazard elimination) projects. 



In general, minor equipment components (such as saw blades) are included as part of the equipment costs and not  paid as a separate material cost. 
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LFA – Previously Implemented 
PART 2

• Stronger Role in Project Oversight
• Limited use of Rental Equipment
• Change from “Contract” to “Agreement”
• All Project Work in State Municipal 

Agreement

Presenter
Presentation Notes
To fulfill its responsibility under the WisDOT/FHWA Federal Aid Project Administration and Oversight Agreement, WisDOT will fulfill its responsibility by providing a Management Consultant to oversee for all LFA agreements.  Actual Construction Oversight may be by a consultant project engineer.

It is possible for local units with appropriate expertise to provide some of the inspection staff for LFA agreements.



The State-Municipal Agreement for each project would show all work, including contracts for services/work by private contractors

The locals sometime contract out portions of the project work using 100% local funds.  While this is the best way to handle work that won’t be completed by the local agency, the work should still be listed and included in the State/Municipal Agreement.  For any federal-aid project, FHWA and WisDOT require assurance that the complete project will be constructed; we do not want to fund a partial project that is never completed.  As such, there needs to be a commitment that the entire project will be constructed.

The department agrees with FHWA and will amend current policy and procedure to require that all project work (including any work that is 100% locally funded) will be included in the State/Municipal Agreement. 
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LFA – Discussions in Progress

• Subcontracting
• Staffed and Equipped
• Work on Another’s System
• Cost Effectiveness Findings

Presenter
Presentation Notes
Discussion on these items is continuing.



Each topic has its own PowerPoint slide, immediately following.
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LFA – Subcontracting

• Contracting for Private Services as Part of 
LFA No Longer Allowed

• Local Units Needing Private Services May:
– Use WisDOT let process - $50K min.
– Use local let process – locally funded

• A third process is being discussed
– Local let – federally funded

Presenter
Presentation Notes
In lieu of contracting as part of an LFA, local unit may contract for services/work from private industry to do a portion of a project.  The contract would not be part of the LFA. 

 

Services/work that are needed to complement the LFA work could be procured now using one of two methods:

--Contracts obtained using a state letting (meeting Federal-aid contracting requirements)

	This could be one contract for each project or one contract that would combine work from a group of projects

	The threshold for these contracts is a minimum of $50,000.  (It is not expected to result in a large number of state let projects.)

--Contracts obtained using a local letting and 100% locally funded

	Locally let, locally funded contract work does not need to follow Federal-aid contracting requirements



A third method is still being discussed – a local letting meeting federal requirements and eligible for federal aid.
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LFA – Staffed and Equipped

• For 2009 Construction, Local Unit will 
Need to be Pre-Qualified

• Additional Guidance on Process coming in 
summer

• Pre-Qualification Good for 3 Years

Presenter
Presentation Notes
“Adequately staffed and suitably equipped” applies only to work being done under the LFA portion of the project.  This does not mean all project work must be done with local unit employees and equipment – the local unit must be capable of doing the primary work with only some incidental type work accomplished through the use of rented equipment (see slide on Renting Equipment).

 

The department has developed criteria (similar to the prequalification system used in construction) on how to judge a local unit’s capabilities to perform certain types of force account work.  This will include reviewing the existing inventory of owned equipment and determining the presence of sufficiently trained operators.  It will also include a review of past projects of the same work category.  



The department will also perform periodic reviews to verify the local unit’s capabilities.  
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LFA – Work on Another’s 
System

• One Local Unit Working on Another Local 
Unit’s System is Not Allowed Under an 
LFA Agreement

• WisDOT/FHWA Will Be Discussing How 
This Impacts Small Safety Program

Presenter
Presentation Notes
Local units cannot use Federal-aid funds to complete work on another local’s system.



The impact on the small HSIP program, which the State currently requires to be completed via force account, needs to be evaluated.  The FHWA has suggested the it be continued by using State funding or competitively let a group of small HSIP projects. 
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LFA – Cost Effectiveness 
Findings

• Update procedures on preparing a CEF
• Clearly state reason for using LFA
• Discuss source of bid prices
• CEF process should “normalize” local unit 

advantages
• Re-examine CEF for significant cost 

increases?
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LFA – Future Discussions

• Basis of Payment
• Small Tools/Administrative Fees
• “Excluded Work”
• Penalties for Non-Conforming Materials

Presenter
Presentation Notes
These items will be addressed in the near future
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LFA – Basis of Payment

• LFA Estimates May Be Prepared Using 
Unit Costs 

• LFA Work Is Reimbursed Based on Actual 
Cost

• Approved Machinery Rates Part of Actual 
Costs

Presenter
Presentation Notes
The basis of payment for LFA agreements is actual cost.  While the estimate of costs is developed on unit cost basis, reimbursement is to be based on actual cost incurred.  WisDOT will develop procedures to be followed in all regions to insure adequate controls exist for administering these contracts.

 

The Department will make information related to LFAs such as approved machinery and indirect cost rates available to PDS staff and consultants with responsibility for administering LFA contracts. 
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LFA – Small 
Tools/Administrative Fees

• Should Comply with OMB Circular A-87
• Counties Are in Substantial Compliance
• Other Local Units Using LFAs Must 

Comply

Presenter
Presentation Notes
WisDOT’s current LFA agreements reference reimbursements for labor, fringe benefits, tools, equipment and incidentals.  Reimbursements to counties are based on the same terms used for the Counties’ maintenance contracts with the state.  Terms of reimbursements for other municipalities have historically been based on the terms used for counties if the municipality did not calculate and propose its own reimbursement rates.

Reimbursement for LFA work is subject to the cost principles in OMB Circular A-87.  The rates used to reimburse county highway departments are in substantial compliance with OMB A-87.  WisDOT will work with FHWA to develop procedures for FHWA review and approval of reimbursement rates for all counties on a statewide basis without requiring each individual county to prepare and submit for approval a cost allocation plan under A-87.  In the event FHWA does not accept components of the county reimbursement rates, WisDOT will develop adjustment to those rates to be applied when billing construction agreements.

WisDOT agrees the costs and additive structures for other municipalities may be different than counties.   WisDOT is proposing to allow other municipalities to invoice actual labor and fringe benefits costs without submitting a cost allocation plan.  If other municipalities want to recover indirect costs beyond fringe benefits, they will be required to prepare and submit to WisDOT a cost allocation plan in accordance with OMB Circular A-87.
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LFA – “Excluded Work”

• Currently Local Unit Must Perform 30% of 
Work Under a LFA

• Work Not Performed by Local Unit was 
Called “Excluded”

• Banning “Subcontracting” for Private 
Services and Limiting Rental Equipment 
Will Reduce This Concern

• Purchased Materials OK as Excluded

Presenter
Presentation Notes
The “excluded work” concept is a department mechanism to monitor the work under the WCHA/WTBA 1998 agreement.



FHWA comments:

By using an “excluded work” concept, WisDOT is allowing locals to subcontract work and rent equipment as long as the local are performing/providing 30% of the work, equipment and materials.  However, “subcontracting” and equipment rental should not be allowed as part of LFA work except as noted previously (See previous slides on “Subcontracting” and “Renting Equipment”)

 

The WisDOT policy on “excluded work” should be eliminated, but must, as a minimum, be modified to ensure conformance with Federal regulations relating to subcontracting and equipment rental. 
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LFA – Penalties for Non- 
Conforming Materials

• Sometimes Non-Conforming Materials Are 
Allowed to Remain, At a Reduced Cost

• WisDOT/FHWA Will Address How to 
Assess Penalties for Non-Conforming 
Materials Incorporated into a LFA Project

Presenter
Presentation Notes
WisDOT’s practice of accepting non-conforming materials on both let projects and LFA projects may often include reduction of payment for certain items.  It is important that WisDOT ensures appropriate testing is completed and that only acceptable materials are incorporated into the project.  However, the FHWA recognizes that sometimes non-conforming materials may be accepted, although at a reduced cost.

 

This acceptance at a reduced cost becomes complicated on LFA projects.  LFA projects are to be paid on actual costs for labor, equipment and materials.  Estimated item costs don’t always effectively reflect actual costs for the work and it can be difficult to determine how much costs should be deducted for non-conforming materials.  In addition, when reductions are made, the total cost of the project is reduced and as such, the local’s 20% share is reduced.  Since the locals are “allotted” a certain amount of Federal funds for local projects, any reduction in Federal funding for a project ends up being allocated to the local entity on future Federal projects.  In essence, there is no net “penalty” assessed to locals for non-conforming materials.  This is something that WisDOT should look at further to ensure appropriate “penalties” or reductions are assessed and non-conforming materials are not routinely accepted.
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LFA – Communication Plan

• Stakeholder Meetings
• Conference Presentations
• Memos to Local Units of Government

– Memo 1 – June 20, 2007
– Memo 2 – March 19, 2008
– Memo 3 – Summer 2008

• Manual Updates (PMM, FDM, C&MM, 
MM)

Presenter
Presentation Notes
These are the various ways changes to LFA policy will be communicated.



The primary stakeholder we have been meeting with is WCHA, since the counties do the bulk of the LFA work.  We are working through the Local Roads and Streets Council  to keep Cities (City of Milwaukee and City of Madison do some LFA work) and Towns to keep them informed of upcoming changes.



Initial memo (on “subcontracting”) generated the current on-going discussion with WCHA.  Additional memos with policy changes to all the local units of government will be coming, prior to making updates to department manuals.  Draft manual updates may be part of the memos.



Manuals to be updated:

Program Management Manual

Facilities Development Manual

Construction & materials Manual

Maintenance Manual
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QUESTIONS?

• Brian Bliesner, Chief, Local Project Delivery
– Office: 608-264-8701
– Cell: 414-750-3195

• Brian Edwards, SE Region Local Project Manager
– Office: 920-492-0149
– Cell: 920-360-2801

• Don Miller, Director, Bur Project Development
– Office: 608-266-3707
– Cell: 608-516-8738
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