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RISK BASED CONTINGENCY: HOW DID WE
GET HERE?

= Busted Budgets

= Busted Schedules

* |[naccurate Contingencies

» Challenges with the Process

= Process Bottlenecks




TOP REASONS FOR
MAJOR COST VARIATIONS

Early planning level to construction award:

Accurate Quantities 5.

Estimate Details$;

Orps
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High’ Stakeholder influence, risk, and uncertainty

Cost of changes
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COST & SCHEDULE RISK ANALYSIS (CSRA)

= Technigue used to improve development of
contingencies

* Formal analysis required on all projects
requiring authorization and anticipated to be
$40 Million or more in total project cost

* Relies on qualitative and guantitative studies

=  OUTPUT quality is limited by INPUT quality
(Inputs are estimates and schedules)
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GOAL

» Develop the Risk Register for the Project in
order to:

» Provide a means to communicate the projects
risks effectively

» |[dentify Issues that need mitigation

» Develop an accurate range Cost and Schedule
for the project!




RISK ANALYSIS PROCESS

= The Team Develops the Risk Register
* Develop Cost and Schedule Model

= |dentify Sensitivity of Risk Elements

» |dentify Risk Mitigation Efforts

= Confidence Levels and Contingency

= Communicate

= Monitor and Act
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S CURVE EXAMPLE

Cost Contingency
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SENSITIVITY REPORT

15,000 Trials

Cantribution ko Y ariance Wiew

Crverall Job (Bidding Climste) —

Acquistion Planning —

Furnizh & Install Machinery —

-3.0%

Sensitivity: Construction Project Summary
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SCOUR PROTECTION, UNDERWATE ...

SCOUR PROTECTION, PLACEMENT ...

“erical Lift Gates

APRON PROTECTION, PRECAST C..

SCOUR PROTECTION, PLACE BED...
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RISK COMMUNICATION

i Contingency Amount

= Recommended
Project contingency

. $180,000

and corresponding 100

$140,000
confidence levels are o
2 580,000

presented to the PM. = oo

$40,000
$20,000

= PM and District
Management will
decide what
confidence level
would be acceptable
for the project.
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2) HQ Prowides Program , 4) HQ Review &
Guidance ( Mar ) | : ( pr?j.;‘e: )

p

1) OMB Provides Budge 3) Field Offices Develop
Guidance (Jan) Prograzn Rec'&lrements
13) Districts Execute uhpr=hy ]
12) Funding current FY Program P
Allocations to Oct - Sep? Prooram

Field Offices
( Oct - Dec)

9) Program Presented

B to Secretary of the Army
he P rogrsm e (Jul - Aug )
.“\:;.'z;:“.‘m

6) Pro ram Submitted

MB ( Sep )
B\

9) Congressional Hearings
( Mar - Apr)

11) President 7) OMB Passback

Ao Sl,g?:;n i S - < = ( Nov-Dec )
PIAPNETONS "' 10) Appropriations Bills 8) President’'s Bud
[Sep-Onk) ) A?ﬂulpSep) o Congress ( Febg)el
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Product Min. Cost Estimate Class

Review Requirements

Assignment of

IEPR

(in accordance with W

a a Reviewer ation = = FoT
eview Policy)
Reqd Reqd NWW Cost MCX Reqd Varies.
Reqd Reqd ATR Cert Reviewer Not Required” N/A
ATR Cert Reviewer with
Class 4 Reqd Reqd Cost MCX issuing final Reqd Varies
Feasibility Report TSP Cost Cert.
Alternative Estimates (SMART Milestone #1) Class 4 Reqd Reqd NWW Cost MCX Not Required” Varies
Reqd Reqd NWW Cost MCX Not Required” Varies
Civil Works Review Board (SMART Milestone #4) Class3 Reqd Reqd NWW Cost MCX Reqd Varies
Reqd Reqd NWW Cost MCX Reqd Varies
Design Documentation Report (DDR) Class 3 Reqd Varies NWW Cost MCX Varies Varies
Reqd Reqd NWW Cost MCX Reqd Varies
General Reevaluation Report Class 3 Reqd Reqd NWW Cost MCX Reqd Varies
Reqd Reqd NWW Cost MCX Reqd Varies
Reqd Reqd NWW Cost MCX Reqd Varies
Dredge Material Management Plan Class 3 Read Reqd NWW Cost MCX Reqd Varies
Reqd Reqd NWW Cost MCX Reqd Varies
Shoreline Management Plan (w/o EIS) S ———_ Read NWW Cost MCX Read Varies
" Varies Reqd Reqd ™ NWW Cost MCX Varies Varies
Master Plan Update (w/o EIS) Varies Reqd Varies Nww Cost MCX Varies Varies
Annual Work Plan Budget Submissiol \
MCX Cost Certification has Jdeen issued within two years. c)
The cost office along with/PDT has analyzed the latest project Combination of
escalated to current price levels Class 3and Class 2
_ ocfs nt pric ass 3and Class Reqd Not Required N/A ot Required N/A
accurately depicts projgct cost, schedule and risk with only depending on phase and A
escalation. e) approved by the Chief design level |I
Cost Organization. anfl f) the TPCS includes a clear
description of what chinges have been made to the current [
certification (see requifgd statement below). |
i
For AWPBS, does not m%conditions above. same as above Reqd Reqd NWW Cost MCX A Reqd N/A
For Internal Cost Controls rly Update of TPCS, CSRA and b o a N/A 4 a N/A
X same as above e i i
Schedule_(Current Working Estimate) d e e £ W
— onD N Class 2 Reqd Reqd ATRCertRos@wer Nt Required” N/A
Class 1 or Class 2 7
depending on acquisition Reqd DQC can suffice for ATR “'N/A Not Required? N/A

Contract IGE type

Class 1

Contract Mod

R
e Waa

USACE Budget Submission
Requirements

Certification <2 years old

-Current Estimate
-Current Schedule
-Current CSRA
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SUMMARY

= Requirementto certify estimates no greater than every 2 years should
see a natural decline in contingency level.

= 80% Confidence Contingency level is overall a conservative
approach. It can also vary significantly based on the current state of
the project.

= Due to the general large size of most Trust Fund Projects and the
funding level required for efficient annual funding
“reducing/reallocation” of contingency may not be viable until very late
in the construction of ongoing projects.
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QUESTIONS?

Cost and Schedule Risk Analysis
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BACK UP SLIDES FOR DISCUSSION
AS NEEDED
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12 Month & 5 Year Cost Trends OLMSTED
TPCS (Last 5 Years)

$3.150
$3.100

$3.050 \ —

$3.000
2 $2.950
S
= $2.900
o
$2.850
$2.800
$2.750
$2.700

PACR FY14 FY15 FY16 FY17 FYi8
Annual Update (Even years are certified)

TEP (Last 12 Months)

$2.800

$2.790

$2.780 /

$2.770

lons

Bill

$2.760
$2.750

$2.740
Mar-17 Apr-17 May-17 Jun-17 Jul-17 Aug-17 Sep-17 Oct-17 Nov-17 Dec-17 Jan-18 Feb-18 Mar-18

Months

BUILDING STRONG,

and Taking Care of People! 10
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