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CVP Cost Allocation Study 

Agenda and Meeting Purpose 
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 Purpose:  To Discuss the Cost Estimating 

Methodologies & Provide a Status Report 

 Agenda:  

• History (Previous Information) 

• Goals & Focus of Estimating 

Effort 

• Cost Normalization Procedures 

• Unresolved Issues 

• Results & Status 

• Looking Forward 



To evaluate the capital cost of each CVP facility 

& relate this to a base year for comparison with 

the facility benefits  

Facility Types 

Single-purpose – Authorized for one purpose  

Multi-purpose – Authorized for multiple purposes 

Construction in Abeyance – Costs indefinitely 

suspended or terminated (but not officially de-

authorized by Congress) 

45 MP, 125 SP & 9 CIA – 179 Facilities 
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Purpose of Cost Evaluation 



Process for Cost Evaluation 

 Key Definitions Used 

 Single Purpose Alternative Cost (SPA) 

 The Least Cost Alternative which would likely be built as 

a federal Single-Purpose Project, providing the same 

benefit to one specific purpose as the Multi-Purpose 

Project. 

 Separable Cost 

 The cost which would be omitted from total project cost 

if one purpose were to be excluded and the same project 

plan were retained for the rest of the purposes. 
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Process for Cost Evaluation 

 Key Definitions Used – con’t 

 Base Year 

 A common year in time where costs & benefits 

are related (2010) 

 Justifiable Expenditure 

 The value of the benefit or the SPA, whichever is 

less 

 The amount a rationale person would pay to receive 

a specific benefit from a multi-purpose project 

5 



Cost Estimating Goals: 

Process for Cost Evaluation 

S - Specific 

M - Measureable 

A - Achievable 

R - Realistic/Repeatable 

T - Time Related 

Easy to Apply Easy to Understand 

Stakeholders should be able to duplicate & clearly 

understand how the costs were developed 

Easy to Repeat 
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Two Distinct Efforts 

 Cost Evaluation (Estimating) 

Process for Cost Evaluation 

This involves records research (contracts & design), 

field surveying, computer model creation & revisions, 

quantity take-offs, major cost drivers (+/- 85%) 

determination and cost curve creation as well as sound 

engineering judgment. 

Cost Normalization (Index or Re-price) 

Normalization or adjustment of major cost drivers 

or facility costs to a common or base year … 2010 
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Cost Normalization Methods (presented in March 2012) 

 Re-pricing 

Process for Cost Evaluation 

 Cost Indexing  

 USBR Index – Construction Cost Trends (CCT) – per 

facility 

Engineering News Record (ENR)  

 Building Cost Indexes (BCI) – Skilled Labor Weighted 

 Construction Cost Indexes (CCI) – Common Labor 

Weighted 

http://enr.construction.com/economics/ 

Note: Neither Method Changes the Overall Capital 

Reimbursement Amount (Sch. No. 1 CVP Financial 

Statement) 8 



Cost Normalization Methods, con’t 

Process for Cost Evaluation 

 Cost Indexing (BOR Schedule 1)  

 Uses relative price changes, expressed as a ratio, over a 

period of time 

 Creates a generalized relationship between 

cost & time 

 Uses average or grouped pricing data during 

specific periods 

Components: BCI vs. CCI (20 City Avg.) 

BCI 
 68.38 Hrs Skilled Labor 

 25 cwt Structural Steel 

 200 Hrs Common 

Labor 

 Same Supply Components 

as BCI 
 1.128 tons Portland Cement 

 1,088 b-ft 2x4 Lumber 

CCI 
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Cost Index Comparison: Concrete Dams 

Process for Cost Evaluation 
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Cost Normalization Methods (presented in March 2012) 

Process for Cost Evaluation 

 Re-pricing 

 Uses Original Contract Quantities for 

facility 

 Apply Base Year Unit Cost to Original Contract 

Quantities 

 Establish Base Year Unit 

Cost 

• Each Contract is Considered Independently 

Re-pricing is Much More Labor Intensive and Less Transparent  

Construction & Product Improvements Over Time Can 

Distort Impacts 

Technology can Dramatically Alter Unit Prices 
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 Both Methods Use Major Cost Drivers (+/- 85%) 

Process for Cost Evaluation 

Cost Normalization Methods – Comparative Analysis 

 Re-pricing Requires Significant Engineering Judgment to 

Develop Base Year (2010) Unit Prices for Major Items 

 Both Methods Develop Project Cost Models 

Comparable to Plant-in-Service Cost Representation 

 Indexing Utilizes Existing Capitalized Costs, But 

Generalized Normalization Ratios 

 Indexing Simplifies Research and Presents Easily 

Documentable Summaries 

 Re-pricing Requires 2-3 Times the Effort due to Records 

Research (MP210 DL from $900,000 to ≈ $2,000,000) 
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Shasta vs. Temperance Flat Dam 
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Shasta Dam Major Cost Drivers 

Original Final Costs 

Re-priced 2010 

Proportional Impacts 

of Re-Pricing 
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 Shasta Dam vs. Temperance Flat Dam 

Process for Cost Evaluation 

So, Re-pricing or Indexing 

 USBR CCT - $1.5B   

 ENR BCI - $2.5B 

 ENR CCI - $3.5B 

 Re-pricing - $5.0B 

How do we know 

which one to use?  

This is a wide range 

 Temperance Flat Dam – at Feasibility Level Estimate 

 TSC Estimate  - $2.48B 
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Cost Evaluation Procedure 

 So What is the Work Product? 

Single-Purpose Facilities 

 A comprehensive summary normalizing the 

capitalized facility costs over time, expressing the 

result in 2010 (Base Year $) 

 Considers accounting adjustments, which have 

occurred over the life of the facility 

 Models are not anticipated for the SP facilities 
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Cost Evaluation Procedure 
 Where Are We Getting the Capitalized Facility Cost? 

Reclamation’s Schedule No. 1 
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Cost Evaluation Procedure 

 Single-Purpose Facility 
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Multi-Purpose Facilities 

 45 Facilities … Much More Involved Process 

Cost Evaluation Procedure 

 Involves Developing a SPA for Each Authorized 

Purpose 

So How Are We Going About This?   

 Field Surveying & Computer Model Creation 

 Records Research (Design, Bids & Costs) 

 Model Revisions for SPA Quantities & Estimates 
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MP Facility Process Walk Through 

 Establish the Base Facility Model 

Cost Evaluation Procedure 

 Define the Major Cost Drivers (MCD) 

 Create Cost Curves Using 

Original Bid MCD  

 Revise Facility Models to Represent SP 

Requirements – Criteria From Modelers  

 Take-off MCD Quantities for Each Model Version 

& Apply to Cost Curves 

 Use data from all 

MP facilities – 

size issues 

 Created in 2010 $ 

using BCI 

 Assemble SPA Field Cost With Proportional 

Unlisted Items Reduction  
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MP Facility Work Products (Base Year Costs) 

 Existing Facility, As-Is 

 SPA Cost for Each Authorized Single Purpose 

 Existing Facility Without: Each Purpose Removed (Meet 

Benefits for All Other Purposes)  

For Instance, Shasta Dam Authorized for 4 

Purposes: WS, P, 

FC & N 

 We Will Produce 9 Cost Summaries for this One 

Facility 
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Cost Evaluation Procedure 



Other Considerations - TBD  

 Land & Land Rights vs. Construction Costs 

Cost Evaluation Procedure 

How To Separate Land Cost & Do We Need To?   

• How Do the Variations in Land & Construction 

Cost Impact the Reimbursable Allocations? 

 Should Land Costs Will Be Indexed Similarly to 

Previous Slide or Combined with Construction? 

CCT Includes Land Cost Indices on State Wide 

Basis 

22 



Other Considerations (con’t) 

 Interest During Construction (IDC), OM&R & Construction 

Costs 

Cost Evaluation Procedure 

• IDC is an Opportunity Cost – Loss of Return 

on Federal Funds in Best Alternative Use 
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So How Are We Dealing with IDC and OM&R?   

 IDC – Process is Being Defined 

 OM&R is Being Present Valued & 

Excluded 



Single Purpose Facilities 

 All 125 SP Facilities Will Have Capitalized 

Cost Indexed to 2010 by May 15, 2014  

Completed & Future Efforts 

 A QC Check Will Require Another 30-days to 

Complete 

Multi-Purpose Facilities 

 Records Research Continues  - Est. Completion August 

2014   

 Major Cost Drivers Cost Curve Creation – Est. 

Completion – Dec. 2014 

 Facility Model Revisions & Quantity Take-offs – Est. 

Complete Mar. 2015 
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 We are making good progress with the SP facilities 

Summary & Wrap-up 

 The MP facilities will require more effort and some 

analysis elements are still being defined 

 MP facilities will require hydrologic input from TSC, but 

this is not holding up our current efforts  

 Roughly 15 of the 45 MP facilities have gaps in 

documentation.  We are attempting to locate the 

information 

 Some facilities were constructed by other entities, i.e. 

ACOE.  We are working to get contract and design data 

on these facilities 
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Final Questions? 


