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	Critical 

Issue
	Advantage
	Disadvantage
	Explanation
	Impact

	Compatibility

with Low Bid 

System
	
	
	The warranty method is compatible with the low bid system.
	Contractors will need to develop a model and rationale for developing the warranty parameter to use in their bids.

	Impact on 

Open 

Competition
	
	
	The number of bidders on warranty projects may decrease compared to traditional methods.
	Some contractors, particularly small contractors, may be hesitant to bid warranties.  This trend may reverse itself once the contractors better understand warranties and the risks associated with them.  Contractors located considerable distances from the site may be discouraged from bidding, due to the possibility of being required for maintenance activities.

	Reduction of Agency  
Human 

Resources


	
	
	Warranties can reduce the number of staff inspection and testing personnel on a project.  Since the contractor SHOULD be responsible for quality control, the agency need not perform the quality control and potential the quality assurance functions.
	The contractor may want/be required to have a quality control function.  The contractor may run as many or as few quality control tests as they deem necessary.

	Reduction in
Project (Bid) 

Cost
	
	
	No definitive conclusion at this time.
	No definitive conclusions at this time.  
Some indication that contractors may increase items such as “mobilization” in their bids to offset the increased risk they believe they are taking in bidding on a warranty project, as well as the increased cost they may factor into their bids for possible remedial work.

	Improvement
in Quality of

Constructed 

Project
	
	
	Warranty contracting appears to increase the quality of the completed project.  Since the contractor runs the risk of returning to repair or replace work that fails to meet product threshold levels, there is a greater incentive to construct a higher quality product from the beginning, rather than merely meet the minimum levels set by a specification requirement.
	Contractors may have to estimate some percentage in their bid for future remedial actions, However, if the product performance meets or exceeds the threshold levels set by the 
Agency in the specifications, the contractor will not have to spend that money, and therefore profit may increase.


	Critical 

Issue
	Advantage
	Disadvantage
	Explanation
	Impact

	Reduction of

Project

Completion 

Time
	
	
	Warranty contracting may increase project completion time.  Contractors will be reluctant to complete their work until all factors that may affect performance of their product have been addressed.  Innovative construction methods, however, may help reduce Project completion time.
	Contractors may need to take into account and document all factors that may affect the final performance of their product.

	Shifting of 

Risk from

Agency to 

Contractor
	
	
	The agency shifts some post construction performance risk of the warranted product to the contractor.
	The contractor assumes more post construction risk than under a traditional methods based specification.

	Ease of 

Implementation 

with Respect

to Resources,

Data, Systems

and Expertise
	
	
	The establishment of a warranty contracting program requires resources to be invested upfront for training.  Large amounts of data may be required to establish the threshold levels for distress indicators and a data base to maintain and extract data. 
	The contractor will also need to spend some time and resources in training personnel and becoming familiar with the warranty method.  In addition, the contractor may need to conduct some research in developing quality control methods often required for warranty projects.

	Contractor
Innovation
	
	
	Contractors should not be restrained from traditional agency methods based specifications.  Thus, they have latitude to use alternate or innovative constructions techniques that may otherwise not be allowed.  In the long run, innovation by contractors may increase product quality and decrease life-cycle costs.  Also, manufactures are more likely to want to use new products.
	A contractor may use a cost-saving construction method under a warranty specification, but not under traditional methods based specification.  

	Project
Applicability
	
	
	Warranties appear to be most applicable to small or medium sized projects that are not overly complex.  They have been applied to large, complex projects. 
	Smaller, less complex projects with warranties will allow for a larger number of contractors to bid, while larger, complex projects will most likely have a smaller number of bidders.


Items to Consider when Drafting a Warranty Specification
	Item
	Explanation

	Description
	» Describe work required and what the specification covers.

	Length of

Warranty
	»Establish the length of the warranty.

	Bonding

Requirements
	» Establish the penal value of warranty bonds or retainage system.  The penal value should be       enough to cover the cost of remediating a worst case failure scenario.

» Establish acceptable bond rating using A.M. Best rating system.
» Determine combination of acceptable bonds (e.g. one full length bond or a combination)

» Determine steps to be taken if a surety company falls below an acceptable rating.

» Determine penalties if contractor fails to renew warranty bond.

	Maintenance
	» Establish who is responsible for maintenance activities.

» Establish how contractor-performed maintenance activities will be performed.

	Conflict

Resolution
	» Establish conflict resolution team (CRT).

» Determine composition of CRT.

» Determine when CRT will be used.

» Determine length of conflict resolution process.

	Contractor

Responsibilities
	» Securing of a warranty bond for the entire period of the warranty.

» Guarantee of the end product for the entire period of the warranty.

» Selection of materials and construction methods.

» Remedial action if any threshold levels are met or exceeded.
» Establishment and submission of a Quality Control Plan and data.
» Elective/preventative actions deemed necessary by the contractor.

» Maintenance or third party liability insurance (e.g. railroad, permits etc…).

	Department

Responsibilities
	» Approve liability insurance and bond providers.

» Determination of end product inspection method.

» Annual inspection of end product (Allow contractor to attend?).

» Compilation and timely submittal of an annual written report to contractor documenting performance of end product.

» Approval of materials and construction methods and techniques used to perform remedial actions.

» Approval of any elective/preventative action performed by the contractor.

» Specification of special requirements such as Quality Control Plan.
» Definition of what constitutes an emergency condition.

» Determination of responsibilities and time frames for response to emergency conditions.

» Determination of the existence of emergency conditions and remedy if necessary.

» Definition and performance of routine maintenance during the warranty period.

	Performance 

Indicators
	» Establishment of performance indicators and threshold levels.

» Definition of conditions under which specified threshold values are not valid.

	Requirements

For Corrective

Action
	» Approval of remedial action.

» Establishment of remedial period.

» Establishment of activity types that void requirements for remedial action by the contractor (e.g. destructive testing procedures by the agency or utility relocation).

	Basis of

Payment
	» Establishment of measurement method for warranted end product (e.g. by the foot, ton, square foot).
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