Transit Project Contingency Policy

Adopted: June 23, 2011

Historical Perspective
This policy was amended on September 27, 2012.
Project contingency is an allowance to mitigate
risks to a project. The application, management
and control of project contingency are implemented
throughout the entire life cycle of a project.
Assessing contingency, whether in cost or time, is
an integral part of the total estimated budget
and schedule of a project. Contingency for each
major project is determined through a risk
assessment process.
In order to have a uniform process for management
of contingency, Metro instituted a policy on Transit
Project Contingency a number of years ago. This
policy has been revised on several occasions since
then to reflect Federal requirements and Metro
objectives.
At the June 21, 2012 Construction Committee
meeting, a motion was approved to establish a
goal of retaining a 3% contingency fund associated
with each projects Life of Project Budget. The
contingency level for projects will vary significantly
depending on the stage of project development and
associated risks. As we are expediting several
mega projects using the design/build delivery
method, a higher contingency is prudent to allow for
unknowns addressed during final design by the
design builder. In addition, the Federal Transit
Administration recommends contingency levels for
projects that they fund. As a result, the
recommended contingency levels for a project can
vary from 5% to 30%.
To comply with the Board motion, Metro staff
recommend that within the total amount of
contingency set at the time of Life of Project Budget
approval, that a 3% Project Reserve be established
for each transit major construction project (over
$100 million). For example, if 10% total contingency
is included in the Project Budget, it will be
separated into 7% "regular" contingency and 3%
Project Reserve. To provide the visibility into the
use of the Project Reserve, the Board would be

notified if it becomes necessary to utilize the
Project Reserve to cover project costs and Metro
staff would be required to prepare a forecast to
complete the project.

