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Mr. August Schofer
Reglonal Faderel Highway Administrator
Room 1633, Federal Building

31 Hopkins Flaza

Baltimore, Maryland 21201

Dear Mr, Schofert

We are currently reviewing, in several States, selected aspects of
several Federal Highway Administration (FHWA) projects to provide emergency
comsunication systemg to sssist motorists on the Interstate System., As <D
you know, we have recently completed a review of the motorist-aid systen
on the Maryland portion of the Capital Beltway (Interstate route 1-495),
While we anticipate that the results of the review of the Capital Beltwsy
system will be included in an ovarall report, we noted certsin matters
which we beliove require your attention at this time,

Our review ghowed that liquidated demages that have aeerued to the
State have not been considered in determining the amount eligible for
Yedersl participation, and that there are indications that the basis
used for Federal participation contains certain other costs which may not
be eligible for Federal participation, We believe, therefore, that FHWA
should reassess the extent of Federal participation in the cost of con~
structing the systenm.

The results of our review of the system were discussed with you and
vepresentatives of FHWA's Washington, Regional, and Division Offices and
representatives of the Maryland State Roads Commission (SRC) st a recent
naeting in Baltimore, Maryland,

On Rovember 25, 1966, the SRC, with FHWA'as concurrence, awarded &
contract for the installstion of the system at a contract price of about
$388,000, The contract specified that the work was to be completed to
the satisfaction of the SRC within 150 calendar days of the notifiication
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to procsed, The contractor was auvthorized to procesd with congtruction on
or before Decambey 25, 1956. Un September 25, 1967, the SRC sccepted as
satisfactory all work prior to Ssptember 12, 1967, with only sinor exceptions.
Although the contract was not fully cospleted, it was placed in “shutdown® -
status as of September 12, 1967. At that tise, 64 of the 325 callboxes that
were $nitially planned for installetion as & part of the systes had not been
installed, The BREC advised FHUA on May 19, 1569, that the 64 callboxes
would not be fnstalled and that the contract should be cloged dut when the
balance of the materisl had been reveived from the contractox,

FRWA's policy, 88 to assoclissent of liguideted dasmges, 1s expressed
in Poliecy and Procedure Hemovandum (FPH) 217, dated July 22, 1986, It
states that the contract construction amount eligible for Federal partici~
petion shall be reduced, through liquidated damages, by & specified vate
per day for each day overrun in contract time. This reduction is sssessed
against the econtractor to cover the additional cost Inmcurred by the State
because of the fgilure to complete the contract within the specified time,
The Stake, in executing the profect agresment, agreed to assess iiquideted
dpeapns in accordance with PR 21~7. .

W noted thet contrary to contrpet provisions that called for ooupletion
of the work gpecified in the contract within 1350 celendar days, the work
was not completed by the comtractor and sccepted by SRC unbil 262 calendar
days had elepsed. The contrect provided that the conpletion date could
be extended up to 90 days by the SKC for cguges ovey which Uhe contractoy
had no control and which cauvsed & delay in completion of the work., We
noted that the contractor had vequested an extension of time, however, we
found no évidence that en extension hed been granted, In fact, the 3RC
specifically rejected that portion of the contractor's request for a&n
extension related to inclement weather, because the weather was not congid~
ered to be vusually severe.

| FEEMg participation ip the cost of comstructing Interstate highway
projects is genevally ifeited to 90 percent of the cost of comstruction,

© SRO's standard specifications provide for a per diem assessment of $65

for liquidated damages on s contract in the ronge of $200,000 to $400,000,
as wag this contract. Therefore, it appears thet the cost to be considered
- #ligible for Pedeval participation should be reduced by 37,280 (112 days
from Hay 23, 1967, to Scptember 12, 1967, at %63 a day), thus vedueing the

: _ With regavd to the materialy furnfshed under the contract--the costs
of which sppear o have been included fn the amount on which Federal
- pariicipation wes based~864 of the csllboxes delivered by the contractor
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%f:&‘ ot installed. W noted that some of tﬁnw callboxes were used for

- replacesent and vepaires of callboxes originally included in the system,

In our opinion, the pse of the caliboxes in such & seoner is clearly &

maintenance function and the cust of these caliboxes should not be consid~
ered eligible for Pedersl participation, Also, there are {ndications that
SRC wmay not have received some of the satevials specified by the contzact.

‘Besause of the matter of iiguidated dacspges and the problens imalving
the veceipt and vse of materisls under this contract~-principally the 64
callboxes not fnstelled——we vacommend that the agreemeénts snd contracis
fnvolved be garefully veviewsd to precisely detersine the total asount of
construction costs which ars eligible for Faderal participation in accordance
with FHEA policles. We belisve that this review ghould be the basis for
future FHUA actions, regarding either adjustments to the asount of Pederal
paxticipation ov, if warraoted, recovery of Federsl :Enmés from the SR,

We would appreciate bamg advised of aay action taken wit!z mgard te
the asiters dismteé in this repori.

’ﬂ& ap;prmwa z:he ccoperation aaﬁ sourtesies aut'enﬂad td us by both

) FHEA gnd SRC persommel during our roview, Copies of this letter are being

gent to the Asgistant Secretary For Adsintistration end the Fedoral Highway -
Administrator, Department of Transportation.

»ssim&miy VOUTH,

James. D. Iﬁar;_fsg
" Bernsrd Sdcke
Agsistant Uirector





