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From the authors of The Financial Risks Of California’s Proposed High-Speed Rail
Project and six Briefing Papers. Available at http://www.cc-hsr.org/

Finding: Megaprojects overrun their original capital cost estimates.

Background: A 2003 study of more than 200 large-scale transport projects
showed the average cost overrun to be 45%. Some examples:

The Channel tunnel was 80% over original estimates and bankrupted the private
companies that were to be its operators”

Germany's Inter-City Express (ICE) between Cologne and Frankfurt construction
costs were 85% higher while the cost to build the Nuremberg-Munich link of ICE
were 42% higher.?

Boston’s Big Dig, managed by the same Parsons Brinckerhoff presently employed by
the CHSRA, cost more than three times its original estimate

A DOT study concluded the median of total cost overruns for ten rail projects was
61%, ranging from -10% to +106%.>

The yet-unfinished Oakland Bay Bridge is now more than five times its original
estimate

Recent findings from the Authority’s own alternative analysis data suggests a steep
rise in estimated costs - from $33Billion in 2008 to $43Billion in 2009 to a
presently estimated $66Billion price tag for the LA-SF Phase One, a one-year
increase of about 60%.* The May 2011 LAO report came to a similar conclusion.’

Conclusions: Two years after ProplA and two years before construction in the
relatively-easy-to-build-in Central Valley, construction costs are already twice the
2008 estimate and more than half again as large as 2009. The construction costs of
the project are only likely to escalate further; ultimately raising ticket prices in
order to service the State’s debt exposure in what was claimed to be a system paid
for by its users.®

The State needs to be indemnified from faulty cost estimates and should demand a
financially guaranteed, fixed price construction contract before proceeding further.
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