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Introduction

Cost estimate, budget, work breakdown structure and schedules are interrelated concepts in project management. Therefore, good planning starts with a good estimate. The initial cost estimate can seal a project’s financial fate. Because NIH projects are contracted out, cost estimates are used to develop an overall budget for the project.  Close coordination and communication during the estimating effort is crucial for minimizing the omissions and duplications when groups are working jointly on interfacing work packages.

1.0   Purpose 

This procedure outlines the steps required to estimate the cost of any project large or small including construction, Architect/Engineer (A/E) and Construction Quality Management (CQM) (as applicable).  As the size, complexity and nature of these projects vary, the method should be adjusted and modified to fit the specific need of the project under review.
2.0   Applicability

This procedure applies to all  Office of Research Facilities (ORF) construction, A/E, and CQM contracts.  

 3.0   Responsibilities

 The Project Officer is responsible for ensuring that all the procedures are followed and that every effort is made to develop a reasonably good estimate of the work to be done.

 The Project Officer is responsible for ensuring that the data used in the estimate are valid and comparable with the current rates and values used by government agencies and organizations.

4.0 Procedure

4.1
Develop Work Breakdown Structure (WBS):  The Project Manager, in collaboration with the technical support team, will develop the WBS.

The procedure used for estimating the cost of the project is normally based on analysis that breaks down the project into its component parts, which are more manageable.  Using a systematic breakdown structure such as WBS, Organization Breakdown Structure (OBS), Product Breakdown Structure, Functional Breakdown Structure or any other model, the work packages or entities small enough to permit more accurate estimation of labor, material and other costs are established.


4.2
Assign Categories of Cost and Work Packages to the Estimators:

Depending on the size and complexity of the project, input from one or more functional areas may be required.


4.3
Estimate the Cost of each Work Package, Category, or Division:

The estimates are determined by reference to previous similar work, standard manuals, reference documents, rules of thumb, and rough estimates. A tabular format is used to present the basis of the calculation of the estimate.
Within the table the following components could be presented:

· Direct Labor:  skill, skill level, hours, standard rate, etc.

· Materials:  name, type, grade, quantity, unit, unit price, size, etc.

· Equipment/Machinery: name, category, unit price, size, spec numbers needed, etc.

· Overhead Costs:  management and administrative costs, clerical assistance, capital tied up, insurance, utilities, etc.

· Other Costs:  travel, computer time, permits, etc.

4.4
Collate and Consolidate the Estimate Data:

The Project Officer collects the estimation data from different experts and consolidates them into one single document. 


4.5
Approve the Estimate and Request for Budget:

The estimate should be approved by the PO in a meeting chaired by the PO, with DPPA representatives also present to discuss the budget for the project.

5.0 Related Procedures

Not Applicable

6.0 Relevant Documents

Not Applicable

7.0 Records

Independent Cost Estimate for each phase of submittal
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