Explanation of the Development of Unit Costs used by DMRM 
to Compute the Performance Security as required in ORC 1513.08 (B)
House Bill 443 introduced new language that requires the DMRM to determine the estimated cost to reclaim any active coal mining operation in the event of forfeiture. The estimate must cover all costs to design, construct and administer the resulting reclamation project. This estimate is a projection of a cost that would not occur for at least one year in the future. Site conditions may also significantly change over that one-year period.

Summary
Beginning in March 2007, the DMRM met with coal industry personnel to discuss how these estimates should be developed. After reviewing methods used by other states, the majority of participants suggested using a unit-cost system. It was felt this system allowed for adequate estimations without being overly burdensome to industry or the DMRM.

Background
The DMRM acquires from its Pay Estimate System the bids from the three lowest bidders of each bid project. Performed once per year for bid projects from July 1 to June 30 of the following year, the data is added to a Unit Costs Spreadsheet.  From this data, a graphical representation is added to previous yearly results to allow for examination of trends in the unit costs. An extrapolated unit cost is then determined and is used in the PSE spreadsheet. 

The individual bids are reviewed to insure that the results will not be inappropriately influenced by values that are not representative of typical reclamation work.  Examples are earthwork costs that were too high because of compaction and incidental work, and water treatment costs that reflected high overhead for small quantities of water with additional incidental work. Such values are dropped from the data sample. Typically the exclusion of data tends to reduce the average unit cost.

As is typical in most estimation, the DMRM uses “R.S. Means Building Construction Cost Data” to establish a unit cost in the event there is insufficient data to develop a cost from the Pay Estimate System. 

The following is a more detailed description of some of the unit cost items as listed on the Results Sheet of the PSE spreadsheet. 

Clearing and Grubbing / Final Grading – This item covers both possible clearing and grubbing as well as final grading and the quantity of this item is 15 % of the permit area minus phase III released areas and areas that will not have any surface affectment. 

Water Treatment (30% of Dewatering) – Typically only about 30% of the water impounded at a forfeited site was in need of treatment. This assumption is reflected here with the understanding that some permits may require additional treatment, as is the case with slurry impoundments. Those quantities of water may be added in manually to the Quantities column and notes to that effect should be explained on the “Notes” Sheet of the PSE. Any long-term treatment of AMD is covered under a separate agreement and is not included in this item.

Misc. Earthwork/Haulroads – Intended for larger volume haulroads that must be removed, this item is paid for at the same unit cost as “Pit Earthwork” on the PSE, both of which equal the unit cost for “Earthwork” on the Unit Cost Spreadsheet. Any significant quantity of earthwork, other than for surface mine pits, should be added through the “Miscellaneous Earthwork/Haulroad Input Section” of the PSE spreadsheet.

Rock larger than Type B – Intended for the cost to purchase and install ODOT Type A and Type B rock. Note that input is in CYD while the unit cost is for tons. The quantities are converted to tons within the PSE spreadsheet.

Rock between Type B to Type D – Typically DMRM specifies riprap as ODOT Type C and/or Type D, which is what this line item refers to. Intermediate sizes can be included on this line item.

Smaller than Type D RCP - This cost includes any rock that is smaller than ODOT Type D Rock and would be representative of materials typically between ODOT No.1 / No. 2 Stone down to ODOT #304, used as bedding material for rock channels.

Grass Lined Channels/Stone Centered Waterways - The Unit Cost for this item relates to the extra treatment for this type of channel, such as matting, grading, and special seeding practices. Any cost within these items that were identified to have been included, such as stone, is removed, as all stone costs are included in the previous rock line items.

Standard Revegetation - Includes the typical fertilizer, seed and mulching applications as well as the average amount of lime applied per acre. Any additional costs related to restoration of Prime Farmland would have to be calculated separately and the resulting per acre cost in excess of the Standard Revegetation cost, would be entered as a “Substantial Known Event”. Standard Revegetation costs are dropped from the Performance Security estimate for areas where the Phase II process has been deemed successfully completed.

Maintenance – This item is applied to the entire permit acreage requiring resoiling until portions are deleted due to a Phase III release.

Oil or Gas Well Plugging/Resetting - This value is based on discussions with the DMRM staff familiar with construction costs related to oil and gas well plugging and resetting. The value is based on a worse case scenario that an appropriate plugging operation will be necessary rather than the significantly less expensive resetting of the well head. This cost will typically be excluded if a permit shows a setback or area of non-affectment.

Wetland Mitigation – This cost has been based on conversations with ODOT regarding their estimates for planning purposes. Note that property acquisition as well as design and construction are standard expenses that are encountered. It is strongly encouraged that wetland mitigation be shown to have been successfully achieved prior to mining (as it is the case in other various states), thereby removing this cost from the Performance security Estimate.

Means Contingencies – These percentages are in line with the coal industry’s desire to have flexibility within the mining permit and the fact that the initial permit, as it relates to construction documents such as Forfeiture Program plans and specifications are conceptual at best. During the period when a pit exists, or in other words the entire permit is not deemed successfully beyond a Phase I release, the contingency is 20% for a “Conceptual Phase” as listed by RS Means 01-21-16.50 0020. Once the entire permit is beyond Phase I, the contingency drops to 10% as “Preliminary working drawing stage” (RS Means 01-21-16.50 0100).

Conclusions
ODNR-DMRM has used care to analyze the available data and research other agency costs to derive these Unit Costs. DMRM combines appropriate mathematical analysis with data on record, as well as considering known and expected events that will affect future costs. Our staff continues to review all aspects of the PSE computations, which includes the unit costs. Periodic adjustments are made to these spreadsheets to insure they reflect appropriate engineering calculations. Use of the spreadsheets linked to this website should reflect the most recent versions, but consulting with DMRM for more critical assessments is advisable.
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