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EXECUTIVE SUMMARY

This document summarizes the Closure Project Baseline (CPB) cost estimate to perform
the Rocky Flats Closure Project (RFCP) contract completion criteria by Dec. 15, 2006.
This cost estimate covers the Rocky Flats Environmental Technology Site (RFETS)
scope of work covered by Contract No. DE-AC34-00RF01904.

The CPB cost estimate totals $3.963 billion and includes escalation and contingency.
The $3.963 billion estimate covers all of the scope identified in the nine Project Baseline
Descriptions (PBDs) of the CPB and includes costs from Feb. 1, 2000 through Dec. 15,
2006. It does not include the cost of DOE change directives that have yet to be
negotiated or anticipated, but not yet received, new directives. The costs for Feb. 1, 2000
through May 31, 2000 are based on the actual cost of work performed (ACWP) during
the period. The costs for June 1, 2000 through Dec. 15, 2006 are estimated in FY00
dollars with escalation and contingency added. This cost estimate has been developed
using standard industry cost estimating practices and meets all the requirements of the
closure contract.

This cost estimate improves on a series of cost estimates previously developed for the
closure of the site. The original plan was the Baseline Environmental Management
Report (BEMR) that estimated a cost of $37 billion (unescalated) to close the site by
2060. Since then, Kaiser-Hill has initiated a series of plans focusing on completing the
project sooner resulting in a significant reduction in cost. Figure 1 compares this CPB
cost estimate to the previous cost estimates for closing Rocky Flats.
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The available funding for FY00 (February through September) is $427.2 million, which
provides $16.4 million for incentive fee and $410.8 million for Rocky Flats Closure
Project (RFCP) activities. For FY01 and the out-years, the projected available annual
funding (EW-05) is $657 million. The $657 million annual EW-05 funding provides
funds for the RFCP, Department of Energy (DOE) Rocky Flats Field Office (RFFO)
project support activities and incentive fee. Other funding (non EW-05) is not included in
the CPB total.

Adequate annual funding is essential to meet the project cost and schedule. Any
reduction in the total annual funding could extend the baseline schedule. The annual
funding level is key to the accuracy of the estimate and to project completion.

The development of the CPB cost estimate is consistent with standard industry cost
estimating practices and meets DOE requirements and Kaiser-Hill L.L.C. (K-H) cost
estimating guidance. The cost estimate is activity based to the extent practical. More
than 50 percent of the unit costs in the estimates are based on historical costs for similar
activities at the site. Standard estimating tools and techniques were used, and the
organizations performing the work have developed the individual cost estimates. The
RFCP is subdivided into nine individual projects and 91 individual cost accounts.
Approximately 30,000 individual estimates at the line item level cost estimates form the
basis for the CPB cost estimate.
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1.0 INTRODUCTION

1.1 Overview

This cost estimate report provides the details on the development of the CPB cost
estimate that supports completing the RFCP contract completion criteria by Dec. 15,
2006. The closure contract cost estimate totals $3.963 billion. This cost estimate
includes the costs for special nuclear material (SNM) management, facility
decommissioning, waste management, environmental restoration, and infrastructure and
support. DOE RFFO project support and program direction, which covers the Federal
workforce; other funds (non EW-05); and K-H incentive fee are not included in the
$3.963 billion estimate. The projected annual funding of $657 million annually covers
the projected cost of the closure contract, RFFO project support, and incentive fee.

The $3.963 billion covers all of the scope required to achieve the contract completion
criteria and includes costs from Feb. 1, 2000 through project completion. It does not
include the cost of DOE change directives that have yet to be negotiated or anticipated,
but not yet received, new directives.

Costs after Dec. 15, 2006 are considered outside the scope of the contract and are not
included in this cost estimate. Figure 1-1 illustrates the RFCP funding profiles by PBD.
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Figure 1-1: Annual Funding Profile by PBD
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The costs for Feb. — May 2000 reflect ACWP. The costs from June 2000 through
December 2006 are estimated in FYO0O dollars and include escalation and contingency, as
discussed in detail below. More than 50 percent of the unit costs in the out-year estimates
are based on historical costs for similar activities in prior years at the site. In addition,
vendor quotes, industry benchmarks, trade publications, and estimator experience have
been used where historical data is not available. The details of the cost estimate and the
Basis of Estimates (BOEs) are in Appendix A.

This cost estimate is one in a series of cost estimates developed for RFCP. In 1995, DOE
developed a plan called the Baseline Environmental Management Report (BEMR) that
estimated a cost of $37 billion (unescalated) to close the site by 2060. In 1996, the
BEMR II was developed that estimated a cost of $17 billion to close the site by 2055.

Prior to receiving the January 2000 contract K-H developed a series of plans focused on
closing the site sooner resulting in a significant cost reduction. This cost estimate was
developed using the knowledge and understanding of the current CPB Rev 3a.

This closure contract cost estimate includes most, but not all, of the scope covered by the
previous cost estimates. For example previous estimates included prior year costs, some
post project completion costs, RFFO project support costs, and K-H incentive fee. This
cost estimate reflects almost a $200 million reduction from CPB Rev 3a when the same
scope is compared. Figure 1-2 illustrates a comparison of previous project cost estimates.
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This cost estimate has been developed using standard industry cost estimating practices
and meets the requirements of the closure contract. Kaiser-Hill (K-H) organizations that
will perform the work provided the cost estimates for the individual activities in the cost
estimate. Professional estimators assisted in the development of these estimates and
provided an overall review for consistency and credibility.

1.2 General Assumptions

There are many assumptions associated with developing a cost estimate of this
complexity and magnitude. The annual funding level is key to on schedule project

completion. The cost estimate of $3.963 billion requires the annual funding outlined in
Table 1-1.

FY0O0 | FYO1 FY02 | FYO03 FY04 FY05 | FY06 | FYO7 Total

Total EW-05 428,715| 657,000| 657,000 657,000 657,000 657,000| 649,842| 62,375| 4,425,932
Funding
RFFO Project 12,533 18,800, 18,800 18,200 17,600 16,600 16,300, 4,100 122,933
Support
Incentive Fee 16,404| 24,575 24,575 24,575 24,575 24,575188,432| 12,288 340,000

K-H Closure 399,778 613,625 613,625| 614,225 614,825| 615,825( 445,110 45,988 3,963,000
Project Total

Table 1-1: CPB Annual Funding Requirements
(Dollars in Thousands)

2.0 CPB COST ESTIMATE
2.1 PBD Cost Estimate Summaries

The RFCP organizes work into nine PBDs. Collectively, the PBDs define the entire
closure contract work scope. Section 2 of the each PBD provides the PBD total budget
with a breakdown to the cost account level. Appendix A details the cost estimate by PBD
and is subdivided by cost account, activity, charge number, and line items. The report
describes each activity, the quantities and units required, the basis of estimate (BOE)
type, the risk factors, and the level of resources required in labor hours and dollars.

Tables 2-1 and 2-2 provide the breakdown of the estimated costs of the project. Table 2-
1 presents the cost by PBD in burdened dollars. Table 2-2 shows the costs by cost
account in burdened dollars. Table 2-3 identifies the actual cost for Feb. - May 2000 that
is included in the PBD budgets and Tables 2-1 and 2-2. The Feb. - May 2000 actual costs
are not included in the Basis-of-Estimate Software Tool (BEST).
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2.2 Activity-Based Cost Estimating

Activity-based cost (ABC) estimating is the primary estimating method used to build the
CPB cost estimate. ABC estimating is the method for preparing the cost estimates that
break the work into discrete, quantifiable activities. DOE policy states that estimates for
ongoing environmental cleanup operations should be activity based, whenever possible.
The cost of each activity is estimated in terms of resource requirements.

Most of the approximately 30,000 estimates at the line item level comply with this
guidance. However, there are some line item estimates that fall short of being activity
based that will be corrected as the project progresses.

The CPB cost estimate is developed in prime dollars. Prime dollars represent the cost for
labor, material, subcontracts, supplies, etc. The RFCP Work Breakdown Structure
(WBS) elements include activities for overhead, general and administrative expenses,
fringe benefits, taxes, etc. that are sometimes referred to as indirect costs. The indirect
costs are estimated in prime dollars in the CPB. The cost estimates in the PBD
documents are shown in both prime and burdened dollars. Burdened dollars are prime
dollars plus an allocation of the fringe benefit cost that is applicable to the labor
component. The fringe benefits are the only cost in the burden pool, and the fringe
burden is applied only to the Kaiser-Hill Team’s labor. In FY00 and FYOI, the fringe
associated with retiree benefits is recovered by spreading it in the burden. Starting in
FYO02, the retiree benefits remain as a fringe but are not spread in the burden.

2.3 Cost Estimating Software

The cost estimate and BOEs are contained in the BEST electronic database. BEST
provides a structure for developing the cost estimate and documenting the basis for the
unit costs. Estimates are activity based and tied directly to detailed work scope. Line
items are the lowest level of input to the planning system. The sources of the unit costs
in the cost estimate are based on historical data, vendor quotes, trade publications,
industry benchmarking, and estimator experience. All cost estimates were developed in
FYO00 dollars. Escalation and contingency were calculated and distributed at the activity
level.

The cost estimate reflects the assumptions and data developed by the technical groups
that have responsibility for performing the work. A cost estimate was developed for each
activity and line item in BEST. Where applicable, more detailed estimates were
developed outside of BEST using estimating tools such as Timberline®. The total of the
detailed estimate is entered into BEST as a cost for an activity. The detailed estimate is
maintained by the cost estimator or Cost Account Manager and is available for review.
Level-of-effort estimates are only used where appropriate. This methodology ensures
that credible, consistent, and adequately documented estimates are developed.
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The BOEs are also at the line item level. The BOE documents the justification for the
required resources and associated costs.

2.4 Escalation

Escalation is the adjustment applied to cost estimates to account for the impact of
inflation. The unit costs and labor rates used in the cost estimate are in FY00 dollars. An
average escalation factor of 2.3 percent compounded per year has been applied to costs
beyond FY00. Figure 2-1 shows the $263.4 million of escalation included in the baseline
spread by fiscal year.

Figure 2-1: Escalation by Fiscal Year

Figure 2-2 illustrates the escalation of the Construction Cost Index (CCI), as reported by
the Engineering News-Record (ENR) on March 29, 1999, compared to the escalation
used for this cost estimate.

As shown in Figure 2-2, the 2.1 percent escalation applied to the cost estimate is
reasonable when compared to historical cost indexes. The average of the cost indexes
over the past six years is 2.4 percent.
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Figure 2-2: Cost Index Compared to RFCP Escalation
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2.5 Contingency

Contingency is a specific provision for unforeseeable elements of cost within a defined
project scope. Contingency is used to cover costs resulting from incomplete design,
unforeseen and unpredictable conditions, and uncertainties within the defined project
scope. Contingency does not include provisions for out-of-scope work or baseline
changes. The application of a contingency cost covers the entire life cycle of a project
from feasibility studies through operations to closeout. This section provides the
approach used to determine the contingency.

The amount of contingency applied to the cost estimate was determined using an
accepted cost engineering practice and complies with DOE guidance. The DOE’s Cost
Estimating Guide, Volume 6, provides guidance for the determination and application of
contingency for cost estimates prepared for the DOE. The contingency reflects the cost
risk associated with activities planned in each fiscal year. The Programmatic Risk
Management Plan further defines the approach used to determine the cost risk.

DOE’s Cost Estimating Guide, Volume 6 provides guidance on the application of
contingency for various types of cost estimates. The guidance indicates that the expected
contingency range for a standard budget estimate is 15 to 40 percent. Using the
contingency range for the standard budget type estimate is conservative when compared
to the contingency ranges for the various activities in an environmental restoration
project. Figure 2-3 shows the amount of contingency in dollars by fiscal year that is
included in the $3.963 billion compared to the contingency range provided by DOE
guidance. The RFCP contingency costs are at the low end of the range.
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Figure 2-3: Contingency by Fiscal Year
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3.0 RESOURCES

The resources required to fulfill the contract completion criteria of the closure contract by
Dec. 15, 2006 have been analyzed and are presented below.

Figure 3-1 shows the projected headcount required by fiscal year. The graph segments
the data by type of workforce. As expected, the labor resource requirements remain
fairly constant until FY02. The labor mix, however, changes in that the number of craft
headcount increases while the number of salaried headcount decreases. The headcount
drops off significantly in the out-years when subcontracted services increase and work is
completed. The security police officer workforce diminishes as the SNM is removed
from the site. The figure also shows the salaried and craft labor drop proportionately in
the out-years.
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Figure 3-1: Workforce by Fiscal Year
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Figure 3-2 shows subcontracted services, as a percentage of the total dollars
subcontracted by fiscal year. This graph demonstrates that Kaiser-Hill has prepared this
estimate with the goal of increasing subcontracted services.
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Figure 3-2: Percentage of Subcontracted Services by Fiscal Year
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APPENDIX A

Appendix A provides the details of the cost estimate and the BOE. Appendix A is sorted
by PBD and then by the cost account within each PBD. Each cost account is organized by
activities and line items.

A cost summary provides the total for each cost account.

Cost estimates are developed at the line item level. Appendix A provides the following
for each activity and line item:

WBS, activity, and line item number
WS title, activity, and line item
Fiscal year in which the activity starts
Charge numbers associated with the work activity
Quantity required
Units of measure
BOE type. Available types are:
VQ  Vendor Quote
HC  Historical Cost
TP Trade Publications
BM  Benchmarks
EE  Estimator Experience.
8. Risk factors for cost, schedule, and technical areas. (See Section 2.5 for
additional information on risk factors).
9. Unit labor hours for the Kaiser-Hill Team
10. Total labor hours for the Kaiser-Hill Team. (Unit labor hours
X quantity)
11. Total labor cost
12. Costs for materials and subcontracts
13. Contingency and escalation
14. Total prime cost
15. Burden
16. Total cost (burdened)

Al e

The BOE provides the basis and the resources that support the cost estimate.

The BOE documents the basis of the unit cost. The standard format for the BOE is to
identify the source of the unit cost and any necessary adjustments to the unit costs. The
basis for the adjustment will be noted. BOEs are not provided for contingency and
escalation line items.

Appendix A also contains a list of resources contained in the cost estimates. The
resources are in hours for Kaiser-Hill Team labor and in dollars for all other resources.
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Appendix A provides the following for each resource:
Cost element designation and description
Skill code and description

Department number and name

Curve that represents the expenditure profile
Quantity

Units

Factors

NNk W=
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