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Section 1:  The Mechanics of Sunk Costs
What are sunk costs?
Why would you want to incorporate sunk costs?
How do you enter Sunk Cost into ACEIT? 

Section 2:  Special Case Implementation
Scenario 1 –Actuals are at Summary WBS levelScenario 1 Actuals are at Summary WBS level

Capturing Sunk Costs at Summary Level
Allocating Sunk Cost to Child Level

S i 2 B ildi A t l Pl R tScenario 2 – Building an Actual vs Plan Report
Using a What-If case to create Revised Plan
Implementing Actual vs Plan within an ACE Session
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Section 1: The MechanicsSection 1: The MechanicsSection 1: The MechanicsSection 1: The MechanicsSection 1: The MechanicsSection 1: The MechanicsSection 1: The MechanicsSection 1: The Mechanics
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BackgroundBackgroundBackgroundBackground

What are “Sunk” Costs?
Society of Cost Estimating Analysts (SCEA) defines sunk costs 
as:

“The total of all past Expenditures, or irrevocably committed 
funds, related to a program or project. Sunk Costs are 
generally not relevant to decision making since they reflect 
previous choices rather than current choices. Sunk costs are 
often referred to as Prior Year Costs.” (taken from CeBOK Glossary, ver. 2009)

Basic Economic Definition:
In economics and business decision-making, sunk costs are 

t th t t b d th h bcosts that cannot be recovered once they have been 
incurred.
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aka:  “Actuals to Date”



Why are Sunk Costs Important?Why are Sunk Costs Important?Why are Sunk Costs Important?Why are Sunk Costs Important?

As an estimator, or an analyst, why are we 
concerned with sunk costs?

Considering the prior definitions…sunk costs are not even used 
in business decision making?!

Updating the EstimateUpdating the Estimate
Adding sunk costs to the estimate provides for a “complete 
answer” on total cost (i.e. sunk cost + future cost = total cost)
Including sunk costs adds credibility to the estimate (real data!)

Tracking and Measuring Progress and/or 
PerformancePerformance

Capturing and analyzing sunk costs allows the analyst to 
measure the difference between the program’s plan for 
expending funds and the actual money spent
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expending funds, and the actual money spent



Entering Sunk Costs in ACEEntering Sunk Costs in ACEEntering Sunk Costs in ACEEntering Sunk Costs in ACE
Sunk Costs are easily entered in the ACE Fiscal Year (FY) 
Columns for any Child Row in an ACE Session

Yearly Phasing Screen:Yearly Phasing Screen:

Input All Form:

Sunk Costs entered using 
“{ }” and Treated as TY{ }  and Treated as TY 

overrides with same units 
as the session.  Can be 

specified for any phasing 
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method, except “%”.



How ACE Calculates Sunk How ACE Calculates Sunk 
CostCost

How ACE Calculates Sunk How ACE Calculates Sunk 
CostCost

Sunk Costs Act as a TY Override for the Specific 
Years that the Sunk Costs are entered.

Similar to entering TY Overrides in an ACE Case

ACE Calculation Steps
ACE first calculates the equation result and phases it over the 
year range specified by the phasing method.
ACE then overrides the results for years in which sunk costs are 
specified
Final ACE phased results are the values based on sunk costs 
and the phased estimate
Final ACE total results is the sum of the combination of sunk 
override costs and phased estimate remainder.
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Behind the Scenes of ACE Sunk Behind the Scenes of ACE Sunk 
Calculation Calculation –– Initial EstimateInitial Estimate

Behind the Scenes of ACE Sunk Behind the Scenes of ACE Sunk 
Calculation Calculation –– Initial EstimateInitial Estimate

Original Estimate

Original Estimate Phased Results – TY$Mg
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Behind the Scenes of ACE Sunk Behind the Scenes of ACE Sunk 
Calculation Calculation –– Sunk Costs AddedSunk Costs Added
Behind the Scenes of ACE Sunk Behind the Scenes of ACE Sunk 
Calculation Calculation –– Sunk Costs AddedSunk Costs Added

Sunk Costs Specified

Revised Estimate with Sunk Costs Phased 
Results – TY$M
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Sunk Costs Appear in 
Phased Results



Behind the Scenes of ACE Sunk Behind the Scenes of ACE Sunk 
Calculation Calculation –– Estimate ImpactEstimate Impact

Behind the Scenes of ACE Sunk Behind the Scenes of ACE Sunk 
Calculation Calculation –– Estimate ImpactEstimate Impactpppp

Original Results – TY$M

Revised Estimate with Sunk Costs Phased Results TY$M

Sunk Costs Override 
Original Phasing

Remaining Estimate 
Maintains Results

Revised Estimate with Sunk Costs Phased Results – TY$M

Final Results are Combination of Sunk and Original Phasing
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Final Results are Combination of Sunk and Original Phasing



Section 2: Special Case Section 2: Special Case Section 2: Special Case Section 2: Special Case 
ImplementationImplementationImplementationImplementation
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The DataThe DataThe DataThe Data
Original Phased Estimate

Actuals to Date
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Scenario 1 Scenario 1 –– Summary Summary ActualsActualsScenario 1 Scenario 1 –– Summary Summary ActualsActuals

Scenario
Analyst has a model at a very detailed WBS level
Actuals are tracked at a summary WBS level
Analyst wants to incorporate sunk costs into their estimate to 
maintain funding history and to develop a revised estimatemaintain funding history and to develop a revised estimate

Implementation Solutions
1. Track Actuals via a Summary WBS line Item
2. Prorate actuals to children
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Scenario 1, Example 1 Scenario 1, Example 1 ––
Summary WBS itemSummary WBS item

Scenario 1, Example 1 Scenario 1, Example 1 ––
Summary WBS itemSummary WBS itemyyyy

Solution:  Track Actuals via a Summary WBS line Item
1. Add a new child WBS line item to each major WBS item
2. Name the new item “WBS #x.x Actuals”
3. Enter the sunk costs on this row as TY phased inputs
4. Enter “{0}” as sunk costs for all other child items for the years that you’ve specified sunk costs
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Scenario 1, Example 2 Scenario 1, Example 2 ––
Prorated Prorated ActualsActuals

Scenario 1, Example 2 Scenario 1, Example 2 ––
Prorated Prorated ActualsActuals

Solution:  Prorate Actuals to 
Children

1 Save Original phased1. Save Original phased 
estimate plan

2. Develop annual percent 
factors of contribution of child 
to Parentto Parent

3 Prorate the total actual down3. Prorate the total actual down 
to child elements based on 
allocation factor

4. For years with no baseline 
ti t k ti
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estimate – make assumption 
on allocation scheme



Scenario 1, Example 2 Scenario 1, Example 2 ––
Prorated Prorated ActualsActuals

Scenario 1, Example 2 Scenario 1, Example 2 ––
Prorated Prorated ActualsActuals

Caution must be exercised to ensure child sums will 
rollup to the summary actual per year.
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Scenario 2 Scenario 2 –– Tracking Tracking 
ActualsActuals vsvs BaselineBaseline

Scenario 2 Scenario 2 –– Tracking Tracking 
ActualsActuals vsvs BaselineBaseline

Scenario
Analyst has a model for the baseline plan
Analysts obtain actuals for the project
Analyst wants to Analyst wants to incorporate sunk costs into 
their estimate to maintain funding history and to develop atheir estimate to maintain funding history and to develop a 
revised estimate
Analyst wants to compare latest revised estimate with prior plans

Implementation Solutions
1 Using a What-If case to create Revised Plan1. Using a What-If case to create Revised Plan
2. Implementing Actual vs Plan within an ACE Session
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Scenario 2, Example 1 Scenario 2, Example 1 ––
What If CaseWhat If Case

Scenario 2, Example 1 Scenario 2, Example 1 ––
What If CaseWhat If Case

Solution:  Track Actuals via a What-If Case
1. Add a new case to your model referencing the Baseline Plan
2 Enter TY overrides on child WBS items for Sunk Costs2. Enter TY overrides on child WBS items for Sunk Costs
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Slight VariationSlight Variation
Capturing sunk costs at the summary level
Still using the Inputs/Results Viewer to place TY Overrides
Adding Cases allows for the analyst to see the progression ofAdding Cases allows for the analyst to see the progression of 
actuals over time
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Scenario 2, Example 1 Scenario 2, Example 1 ––
Using POSTUsing POST

Scenario 2, Example 1 Scenario 2, Example 1 ––
Using POSTUsing POSTgggg

POST enables capability to track/compare Baseline vs Latest Plan
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Scenario 2, Example 2 Scenario 2, Example 2 ––
Multi Section ModelMulti Section Model

Scenario 2, Example 2 Scenario 2, Example 2 ––
Multi Section ModelMulti Section Model

Solution:  Implementing Actual vs Plan within an ACE Session
1. Create a section in the model for the baseline plan
2. Create a section in the model to track actuals by WBSy
3. Create a section in the model to estimate “costs-to-go”

1. Can have costs-to-go be the remaining phased costs for the baseline plan
2. Can have costs-to-go be a remaining estimate with revised phasing
3. Can have costs-to-go be a revised estimate and revised phasing

4. Create a section in the model to develop latest plan by summing actuals plus “costs-to-go”

Revised Plan (Actuals + Cost-to-Go)

Cost-to-Go

Actuals to Date
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Baseline Plan



THANK YOU!THANK YOU!THANK YOU!THANK YOU!THANK YOU!THANK YOU!THANK YOU!THANK YOU!
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