
 
 

Please see important disclosures at the end of this report. 

 

Export Infrastructure 

Sempra Energy: Digging Into The 
Details Around Cameron, Port Arthur, 
& More 
 

Forecasted Ramp In Craft Labor Headcount 

Indicate Costs Likely Trending Above Plan. 

Recent filings indicate that Calcasieu Pass LNG’s 

(CPLNG) average on-site workforce is set to more 

than double compared to Q419 company projections 

(from ~1275 to ~3000 workers), while also requiring 

a 1200 craft worker nightshift. While there are likely 

several variables in play here, we believe the data (in 

the pages that follow), suggests that CPLNG’s on-

site craft labor costs could increase materially 

(we estimate up to ~$1.4B of cost inflation, or 

~130%).  

Details: According to CPLNG’s October 2018 Final 

Environmental Impact Statement (“FEIS”), Calcasieu 

Pass’s average onsite craft workforce was 1275, with 

a peak of 1410. On February 25, 2020, CPLNG 

increased the on-site forecasted craft work force to 

an average headcount of 3000 until Sep 2021 and 

included a 1,200 craft worker nightshift until 

December 2021. We believe CPLNG’s on-site craft 

labor costs could rise from $1.07B (our Sep 

2019 est) to ~$2.45B (Feb 2020 est).  

The marine levee and floodwall are expected to be complete in April 2020; therefore, 

the extra construction personnel are likely needed to install underground utilities, 

construct foundations and other on-site utility structures, and hook-up modules after 

arriving to site and after receiving FERC approval. Based upon EPC Risks’ experience, 

CPLNG’s two (2) 200,000 m3 LNG storage tanks would require around 300 direct and 

indirect craft workers at peak. Additionally, LNG storage tank construction methodology, 

quantities, and manpower planning are well understood by the industry, therefore, it’s 

likely the LNG storage tanks are not driving the bulk of the craft labor increases. 

Parking Lot Infrastructure: In addition to the craft labor increases, there’s usually an 

increase in both indirect construction support infrastructure and the associated cost for 

that infrastructure. An example of this phenomenon is the reported increases by CPLNG 

in parking lot infrastructure. Throughout most of the FERC approval and Pre-FID phase 

of the Project from September 2015 to March 2019, the Project execution plans and EPC 

estimate were based upon ~750 to ~1,000 parking spaces for on-site labor. Five 
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months prior to FID, CPLNG received FERC approval to add 1,715 parking spaces for 

construction workers in March 2019. In February 2020, CPLNG requested FERC approve 

the use of 326 additional parking spaces (Figure 1). In short, craft labor drives to work 

and needs parking, so if project craft labor requirements increase, parking requirements 

generally go up as well.  

While not usually top-of-mind, ancillary factors like parking carry a real cost for projects 

this large, and significant increase in parking requirements would be felt in a projects 

budget. This same correlation is true for other indirect costs like lunch tents, lavatories, 

office spaces, personal protective equipment, health & safety supervision, small tools and 

consumables, radios and other IT equipment, trash removal, security, craft training, and 

on and on. Given the larger work-force, and ramping in supporting infrastructure like 

parking infrastructure, we think it’s reasonable to assume the costs for CPLNG’s 

ancillary infrastructure requirements and indirect construction services are 

likely trending higher as well.  

 

 

Work Hours and Craft Labor Costs 

CPLNG received ~$7.1B in equity and debt financing from 

various financial institutions. In September 2019, our EPC 

Cost Breakdown of the $7.1B was based on CPLNG’s average 

craft workforce of 1,275 and our estimated all-in wage rate 

of $89.75. Figure 2 represents the base case scenario of a 

36-month or 3-year EPC schedule, along with a 

demonstration of how craft labor costs may increase if the 

EPC schedule should slip out to 4-years or 5-years. 

 

Based upon CPLNG’s new on-site craft labor headcount, as well as the inclusion of nighttime work, we have changed our estimated on-

site craft labor costs (Figure 3). CPLNG effectively doubled the on-site craft personnel. Considering that every worker is still 

working 60 hours a week, and little reason to believe there’s been any material wage deflation since the Project was estimated and/or 

sanctioned, we think it’s reasonable to believe that CPLNG’s labor costs may have more than doubled.  

 

Figure 1. Parking & Headcount Estimates For Calcasieu Pass 

 Parking Spaces & Headcount for the LNG Terminal Construction 

Date Source Location Parking Spaces 
Carpool 

Assumptions* 
Average Headcount** 

Sep 15 RR 5 Liberty Facility 
200 (base) + 

150 (expansion) 
195 to 260 1,275 

Mar 16 RR 1-8, 10 Mudd Support Facility 400 520 1,275 

Mar 16 RR 1-8, 10 Inside the terminal area Unknown Unknown 1,275 

Mar 19 FERC Submittal 
Helms Road Facility 

(~20 miles north of site) 
1,715 2,229 1,275 

Feb 20 FERC Submittal 
PHI Support Facility 

(1.1 mile east of site) 
326 423 3,000 

*Assume some craft will carpool at a rate of 1.3 craft workers per vehicle 
**Average headcount according to CPLNG’S FEIS in October 2018  

Previous Craft Labors Cost Est. Curve 
(September 2019) 

Average 
Headcount 

Weekly 
Hours 

All-In 
Wage 
Rate 

Years in 
EPC 

Schedule 

Total Craft 
Labor Costs 

1,275 60 $89.75 3 $1,071,076,500 

1,275 60 $89.75 4 $1,428,102,000 

1,275 60 $89.75 5 $1,785,127,500 

Figure 2. Our Previous CPLNG Craft Labor Cost Curve  

Figure 3. Our New CPLNG Site Craft Labor Cost Estimates 
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Estimated Site Craft Labors Costs 
(February 2020) 

Time Frame 
No. of 

Workers 
Weekly 
Hours 

All-In 
Wage Rate 

No. of 
Weeks 

Total Craft Labor Costs 

April 2019 to April 2020 

Day Shift 700* 60 $89.75 56 $241,248,000 

Night Shift 200* 60 $92.75*** 56 $62,328,000 

April 2020 to Sept. 2021 Day Shift 3,000** 60 $89.75 76 $1,260,090,000 

April 2020 to Dec. 2021 Night Shift 1,200** 60 $92.75*** 88 $587,664,000 

Sept. 2021 to Aug. 2022 Day Shift 1,100* 60 $89.75 52 $308,022,000 

 Total Craft Labor Estimate (Feb-2020): $2,459,352,000  

Total Craft Labor Estimate (Sep-2019): $1,071,076,500 

Potential Craft Labor Cost Increase $1,388,275,500 

* EPC Risks estimated 
** From CPLNG public data 
*** $3 per hour increase for night shift personnel 

 

EPC Costs Expanded 

The revised site craft labor headcount and the corresponding cost increases will be borne by one of the Project 

participants, the only question is which one? As we previously xxxxx, we do not believe that the EPC contractor, Kiewit, took a 

full Lump-Sum Turnkey contract (“LSTK”), nor do we believe they’re responsible for engineering. We think that Kiewit is effectively 

responsible for constructing the facility and installation of the Baker Hughes (NYSE: BKR) LNG and Honeywell UOP (NYSE: HON) pre-

treatment modules once they arrive on-site. Furthermore, we think BKR is responsible for all engineering, procurement, fabrication, 

and shipping associated with the liquefaction modules; McDermott is responsible for the EPC of the LNG storage tanks; and Honeywell 

UOP is responsible for the engineering, procurement, fabrication, and shipping of the pre-treatment modules. If you’re confused by 

the patchwork contracting structure, you’re not alone; and this type of confusion is why owners typically stick to a single EPC 

contracting entity in order to have access to that ever coveted “one-throat to choke.”  

In order to think about this properly, we must have the initial understanding that material quantities drive everything on an EPC 

project. Craft workers are needed to install every cubic yard of concrete, piece of rebar, ton of steel, foot of pipe, and loop of cable. If 

it takes a craft-worker 1-hour to install a linear foot of pipe and there’s 100 linear feet of pipe to install, then the owner either has to 

wait 100 hours for the pipe to be installed or hire 10 workers to install the pipe in 10 hours – meaning that quantities also drive 

schedule and headcount. Furthermore, a craft worker and his nine co-workers earn hourly wages and benefits, which in turn drives 

cost. So, when there’s a higher than estimated headcount, one potential source for the problem is an error in the estimated 

quantities. If an owner or contractor thought they had 1,000 cubic yards of concrete to install and that this could be done in 1 month; 

but it turns out that there’s actually 10,000 cubic yards of concrete to install, then either more workers must be hired or the same 

number of workers have to stay on the project longer in order to complete the increased volume of concrete work.  

The next question you may be asking yourself is, well who comes up with the quantities? In a traditional EPC LSTK contract, the EPC 

contractor performs all the engineering and design, which is the basis for the quantities; therefore, the EPC contractor would be 

responsible for the accuracy of the quantities accordingly. In the hodge-podge of contracts on CPLNG, we think that Baker Hughes is 

likely responsible for the quantities associated with the liquefaction modules, Honeywell UOP is likely responsible for the pre-treatment 

modules, and another third-party engineer, which could be Kiewit, is likely responsible for all off-module (stick-built) design for things 

like site preparation, piling, foundations, steel, and underground pipe and cable. Effectively, we believe all third-party entities are 

responsible for their quantities based upon a set of rely-upon data from CPLNG, engineering from other third-party entities, and inlet/ 

outlet conditions for their respective scopes of work.  
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As an example, BKR is responsible for design of the LNG liquefaction modules. The weight and dimensions of the LNG liquefaction 

modules along with soil type are the two main drivers behind the design and sizing of the piling system and foundations. If the BKR 

module design changed in such way that it caused the foundation or piling design to change, this may cause the infinite circle of finger-

pointing, change orders, claims, and counter-claims game to begin.   

The key point is that none of those companies are Kiewit. Kiewit likely does not have any quantity responsibility, which means 

that if Kiewit has more things to install than what they planned on because the quantities they didn’t design or develop increased, then 

they’re not responsible for the cost of the additional craft labor. The interesting twist is that it’s not likely that any of the engineering 

or design parties are responsible for the increase in construction costs either. That might not seem fair, but it’s also not fair that a 

company earns $50MM to $300MM in engineering revenue and then takes $2.5B+ worth of construction risk they are not responsible 

for. This leaves one party holding the bag on quantity risk, and that appears to be the owner. So, right about now, that “one-throat to 

choke” or “LSTK Agreement” would sure be handy.  

All That Said, Incorrectly Estimated Quantities Are Just One Possibility For The Increased Craft Labor. Another possibility 

is Kiewit improperly installed piles or foundations and now has a lot of re-work to do, or maybe Kiewit’s craft productivity isn’t as good 

as what was originally planned, and they need more workers to install the same amount of planned quantities. It could also be CPLNG 

and Kiewit are anticipating either the pre-treatment or liquefaction modules arriving to the Project site with needing additional work 

and/or the module fabrication yard was not able to finish their construction activities prior to shipping the modules. Alternatively, late 

engineering drawings could have delayed certain procurement and construction, which pushed the schedule resulting in the need for 

“construction acceleration” to make up for lost time.  Any of these scenarios could see Kiewit, Honeywell UOP, or Baker Hughes 

responsible for the increase in site-labor. However, each party’s contract with CPLNG would likely have limits of liability based 

upon their individual contract value and not the overall EPC contract price/ cost. To the extent that one of the parties is late in providing 

deliverables to that affect the work of another party, then the late party’s liabilities are probably capped by a limit on their delay 

liquidated damages. Moreover, except for a limited list of carveouts like willful misconduct and gross negligence, the contractors 

involved likely have an overall liability cap of ~10 to 20% of their respective contracts.  

Based upon EPC Risks’ original CPLNG cost breakdown, we estimated ~$1.5B in EPC Contractor risk, contingency, and profit; as well 

as $284MM in owner’s contingency. If our estimate is correct (or vaguely close) and craft labor costs have increased by another 

~$1.4B, it would likely drawdown CPLNG’s contingency and begin to noticeably eat into project returns. If a significant portion of those 

craft labor increases are to be borne by Kiewit or one of the other contractors, then it could all be drawn from one their pools of 

contingency and profit. The most important questions from here are:  

1) Which party will ultimately be responsible for the inflation in site craft labor cost, indirect costs, and potential material 

cost increases?  

2) Is there enough contingency and profit in their contracts to cover those costs?   

Concluding Thoughts 

While there could be several explanations for the ramp in labor (too many to list within a single note), if we were stakeholders we’d 

want to understand what’s actually driving the ramp in labor, and how any associated inflation in direct and indirect costs are being 

accounted for by CPLNG. While our cost inflation estimate is just that – an estimate – we’re confident the fundamental relationship 

between labor head count and project costs have us pointed in the right direction  

It’s also worth noting though CPLNG’s Pre-FID site prep and soil fill quantities barely changed for 4-years (August 2015 to July 2019), 

despite significant changes in the plot plan and design. Early-stage changes to plot plans and design are relatively normal and expected, 

but there’s usually a coincidental and corresponding move in construction data/quantities to reflect those changes. It’s unclear what 

ultimately accounts for those differences, although given the data patterns and CPLNG’s rapid progress, some degree of FEED 

underdevelopment certainly seems plausible. Put another way, 7-months after it’s FID, CPLNG’s costs are starting to catch up 

with its pre-FID design changes.  
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