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Due to extreme fluctuations in the cost of asphalt material in New Mexico the NMDOT has revised its price index used in its asphalt price adjustment clause. 

The Department in order to have a “real time” cost index more indicative of the actual market conditions in New Mexico will use the published rack prices of the major suppliers in the state. The costs of the  two major types of asphalt used in the New Mexico construction program 64-28 and 70-22 will be used to set the high and low range for asphalt material in the index and the Department will use the average of these two prices as its monthly index. The rack prices will be taken from the prices published by the state producers weekly and the average of these prices used to determine the average asphalt index in the state monthly.  These rack prices are documented by the suppliers to the NMDOT via direct hard copy reports. The Department’s Materials Bureau will report quarterly on asphalt prices in New Mexico, the Western region and the Nation. These reports will be used to validate the New Mexico asphalt index with regional and national trends and costs. Adjustments to the New Mexico index will be implemented based on data pulled from these quarterly analysis reports. 
Additionally the Department has changed the method it employs to set the base asphalt index in its price adjustment clause. The current method uses the Departments cost index to set the base asphalt cost at bid opening and monthly price variations. The new method solicits the asphalt cost for the contractor to set the base cost at bid opening and then uses the Department cost index to determine monthly price increases or reductions. The price index as detailed above will be applied to all contracts let from June 2008 forward.
The Department will apply the modified price index on existing contracts with outstanding PMBP tonnage not currently installed and possibly subject to the current market instability provided the following procedure is adhered to; The Department will review on a project by project basis change order requests from the awarded prime contractor for price escalation on remaining tonnage. The new index will be used as the basis for the cost escalation only if the contractor can prove they have paid the higher cost for asphalt material on the project. At a minimum certified material invoices, a signed affidavit from the contractor stating that they incurred the cost of material to the project, and asphalt quantities and direct costs for material will be required.  Approval of these change orders will adhere to the existing procedure for Change Order approval.
No price adjustment for material placed and paid for on any previous pay estimate will be entertained by the Department. 
The procedure detailed above was reviewed and accepted by FHWA last week. Projects following this process will be eligible for Federal funding participation. 
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