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Cost Indexing
File: 2006FIRM data\WaterPowerFCl05AMM rjl June 12 2006.xls
Most costs were indexed to January 2006 dollars using the Bureau of Reclamation’s Construction Cost Trends (available on the web at: http://www.usbr.gov/pmts/estimate/cost_trend.html . Although the 2006 cost figures are expressed as numbers to the nearest dollar they should be interpreted only as basic estimates of what the project/item would actually cost in today’s dollars. Construction designs, methods, materials, and transportation and labor costs etc. have changed dramatically over the years, which greatly affect the final costs of any particular project. In addition, some judgment was exercised in matching the items being indexed to the appropriate escalation factors. As a result caution should be exercised in the application of the 2006 indexed costs to any specific purpose, task, or use.
The indexing of most costs was accomplished by selecting the construction index for the particular item that was listed in the construction cost trends that most closely matched the item listed in the excel file:
1. Identify the item to be indexed: e.g. earth dam, concrete dam, canal, tunnel, etc.

2. For items built between 1940 and 2006, select the appropriate index number that matches the item description and year the item was constructed (original date) from Reclamation’s Construction Cost Trends manual or web site printout (available at http://www.usbr.gov/pmts/estimate/cost_trend.html ). This index number goes in the Original Date column (column G).

3. Select the index number that matches the item description for January 2006 from Reclamation’s Construction Cost Trends manual/web site printout. This index number goes in the Jan –06 column (column H). 

4. The January 2006 value is automatically calculated by the formula in column I. (2006 value = ((Jan-06 index number * original cost value)/original date index number), e.g., (H26*F26)/G26 = indexed value in 2006 dollars ((233*4,700.423)/45) = $24,338).
5. Items built between 1929 and 1939 are first indexed to 1940 dollars using the Implicit Price Deflators for Gross Domestic Product (in columns Q, R, and S) available from the BEA at http://www.bea.gov/bea/dn/nipaweb/TableView.asp?SelectedTable=13&FirstYear=2003&LastYear=2005&Freq=Qtr and then these 1940 dollar figures are indexed to 2006 dollars using Reclamation Construction Cost data.

6. Items built before 1929 are indexed using the Reclamation Construction Cost data for 1940 as the base year because this is the earliest cost indexing data Reclamation has and indexing these figures to 1940 dollars is not possible because Implicit Price Deflators for Gross Domestic Products are not available for years earlier than 1929. 

7. Items that were identified as buildings were indexed using multiplication factors developed from Building Cost History data from the Engineering News Record, McGraw-Hill Construction, June 6, 2006  “Building Cost Index History (1915-2004)" with updates for more recent years.


8. Some items identified as being more complex than a simple building were indexed using multiplication factors developed from Construction Cost History data from the Engineering News Record, McGraw-Hill Construction, June 6, 2006 “Construction Cost Index History (1908 - 2004)” with updates for more recent years. 

9. Items that were identified as other than those specifically matched to a construction listing in Reclamation’s construction Cost Trends were indexed using the Composite Trend index numbers.  These items include projects like programmatic activities, fish and wildlife projects, recreation projects, environmental restoration, etc.
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