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Contract Changes Presentation Goals

� Identify practices used in different areas 
around the Country

� Provide recommendations for 
incorporating changes onto your projects.



Changes are a natural part of construction

� Changes may have both cost and 
schedule impacts.

� Deal with changes promptly. 

� Delaying resolution will increase costs 
and delay the completion of the project.



Primary Reasons for Changes

� Differing Site Conditions.

� Changed Conditions including                   

Regulatory Changes

� Added/Deleted Scope

� Information missing from the contract documents

� Errors and/or Omissions 

� Project Delays



Owner’s perceptions of Change Orders

Original 
Contract



� These are practices recommended by the 
Claims Avoidance and Resolution Committee 
from ASCE’s Construction Institute

� First presented in New York in 2008.

� These will be included in a publication to be 
produced by ASCE in 2009/2010.

Recommended PracticeRecommended Practice
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� Define the change order process

� State the notification requirement

� Define mark-ups

� Define what is included in the mark-ups

� Identify how you calculate extended overhead

� Resolve schedule impacts with each CO

� Define how to calculate extended overhead

� Define what is included in the extended 
overhead amount



Terminology

� Work Change Directive (WCD) – A statement to the 
Contractor from the Owner (design team, Owner’s Rep, CM, 
etc.) requesting an addition, deletion, or change to the work.

� Field Directive (FD) – Written directive from the Owner 
directing a minor change to the work that will not impact the 
contract price or time.

� If the Contractor feels the FD impacts the budget or schedule, it 
is required to notify the Owner.



Terminology

� Change Order (CO) – Document that incorporates changes to 
the scope, price and/or time into the Agreement/Contract.

� Bilateral Change Order – Change Order whereby both the Owner and 
Contractor agree to adjustment to the scope, price and time.

� Unilateral Change Order – Change Order issued by the Owner when 
the Owner and Contractor cannot come to an agreement on the scope, 
price and time.

� Claims – A demand or assertion by the Contractor (or Owner) 
for an adjustment to the contract time or price.



Defining the Change Process



Recommended PracticeRecommended Practice

� Define the change order process in the contract.

� Use flow charts help define and illustrate the 
process

� Review the process in the                                      
Pre-Construction Conference                                  
and Partnering Sessions



Owner Directed 
Change Process



Contractor 
Change Request 
Process

� Most Contracts do not 
spell out a “Contractor 
Change Request”
process.

� If the Contractor wants to 
submit a change request  
it may need to follow the 
“claims” process.
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Notification



Recommended PracticeRecommended Practice

� Clearly State the notification requirement in the 
Contract

“The Contractor has  10  days to provide the Engineer with 
their cost and schedule impacts resulting from this Work 
Change Directive.”

� When granting the Contractor an extension on the 
submittal date; don’t let the proposal submittal extend 
indefinitely. 



Notification Requirements

� EJCDC Contract states that the Contractor must 
notify the Owner within 30 days of notification of 
the change by way of the Claims clause. 
(Section 10)

� FAR General Conditions state that the contractor 
must assert its rights for added costs and/or time 
within 30 days of notice of change. (Section 53-
243-4)



Cases have been won and loss due for 
failing to comply with notice provisions

�� Blankenship Construction Company Blankenship Construction Company 
v. North Carolina State Highway v. North Carolina State Highway 
Commission, 222 S.E.2d 452, 462, Commission, 222 S.E.2d 452, 462, 
28 N.C. App. 593 (1976)28 N.C. App. 593 (1976)

�� Watson Lumber Company v. Watson Lumber Company v. 
GuennwigGuennwig, 226 N.E. 2d 270,276,79 , 226 N.E. 2d 270,276,79 
Ill. App.2d.377 (1967)Ill. App.2d.377 (1967)

�� Mike M. Johnson, Inc. v. County of Mike M. Johnson, Inc. v. County of 
Spokane, 150 Wn.2d 375, 78 P.3d Spokane, 150 Wn.2d 375, 78 P.3d 
161 (2003) Washington State 161 (2003) Washington State 
Supreme Court DecisionSupreme Court Decision



Sample 
Change Form
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This work shall be constructed in accordance with t he 
terms and conditions of the Contract Documents.  If  the 
Contractor feels this Work Change Directive will 
increase the contract cost or time, the Contractor shall 
provide it’s proposal for this work by _[fill in th e date]_ .



Change Proposals



Pricing Changes

� Define the basis for costs
• Labor rates
• Equipment
• Materials 

� Define mark-ups
� Define mark-up distribution

� Time and Material pricing



� Define pricing requirements in the contract

� How should the Contractor should price labor, materials, 
equipment, construction equipment and tools in the 
Contract.

If you cannot define this in the contract, then…

Recommended PracticeRecommended Practice
Pricing the ChangePricing the Change

Negotiate an agreement on how you plan to price 
labor, materials and equipment at the start of the 
project, before the first change is issued!



� Define mark-ups in the Contract.

� Mark-ups should be reasonable and consistent with 
area practices.

� If you can’t put them in the Contract, then negotiate 
the rates at the start of the project as a first order of 
business.

Recommended PracticeRecommended Practice
Change Order MarksChange Order Marks --ups ups 



Change Order Mark-ups

� Typical mark-ups:
� Labor 10% to 30%
� Materials 10% to 20%
� Equipment 10% to 20%
� Subcontractor work 5% to 20%

..



� EJCDC Contract Mark-ups.
� Labor 15%
� Materials & Equipment 15%
� Construction Equipment 15%
� Subcontractor work 5%

� NYC Contract Mark-ups.
� Overhead

• Labor 10%
• Materials & Equipment 10%
• Construction Equipment 10%

� Profit 10%



� Caltrans Contract Mark-ups.
� Labor 33%
� Materials & Equipment 15%
� Construction Equipment 15%
� Subcontractor work 5%

� GDOT Contract Mark-ups.
� Labor 15%
� Materials & Equipment 10%
� Construction Equipment 10%
� Subcontractor work 5% to a maximum of $5,000



� Florida DOT Contract Mark-ups.
� Labor 17.5%
� Materials & Equipment 17.5%
� Construction Equipment 17.5%
� Subcontractor work 10% for first $50,000, 

5% for amounts over $50k
+ Bond Costs



� Define what is included in the mark-ups
� Field office – Identify facilities, office equipment, etc.
� Field staff – Project Manager, Superintendent, Field 

Engineers, administrative support, etc.
� Home office – Office expenses, officers, legal, accounting, 

etc.
� Insurance
� Bonds
� Profit/Fee 
� State whether OH included in the mark-ups is applied to 

any contract time extensions

Recommended PracticeRecommended Practice
MarkMark --upsups



Schedule Impacts



Recommended PracticeRecommended Practice
Resolve Schedule Impacts with each change orderResolve Schedule Impacts with each change order

� Schedule Impacts

� Require schedule impacts to be submitted with all changes.

� Time Impact Analysis (TIA).

� Agree on new project end date.



Cost of Extended Overhead

�� Agree to extended overhead amount when you Agree to extended overhead amount when you 
agree to the new contract completion date.agree to the new contract completion date.

�� Costs for extended overhead based on:Costs for extended overhead based on:
�� ““ModifiedModified”” EichleayEichleay

�� Negotiated Amount/RateNegotiated Amount/Rate

�� Time related overheadTime related overhead

NOTE: Some States have regulations prohibiting              
“No damages for delay clauses.”



Time Related Overhead (TRO)

� California Department of Transportation (Caltrans) 
uses TRO on some Unit Price contracts

� Bid Item either: 
• Lump sum (divided by the number of contract days)
• Daily Rate

� Contract stated that the rate will be used for any schedule 
extension up to 180 days beyond original contract 
completion date. 



Calculating Time-Related-Overhead

Lump Sum Overhead Amount $1,534,500.00

Contract Days (working days) 620

Daily Rate $ 2,475.00/day



Calculating Time-Related-Overhead

Lump Sum Overhead Amount $1,534,500.00

Contract Days (working days) 620

Daily Rate $ 2,475.00/day

Days Added by Change Order 12 days



Calculating Time-Related-Overhead

Lump Sum Overhead Amount $1,534,500.00

Contract Days (working days) 620

Daily Rate $ 2,475.00/day

Days Added by Change Order 12 days

Extended Overhead for CO
$2,475.00/day x 12 days = $ 29,700.00



�� Formula applied to cumulative calendar days Formula applied to cumulative calendar days 
over 10 days.over 10 days.

�� Cumulative calendar days are defined as total Cumulative calendar days are defined as total 
number of days granted for a time extension. number of days granted for a time extension. 

Florida Time Extension Formula

A x C
D =     B

A = Original Contract Amount
B = Original Contract Time
C = 8% for Overhead
D = Average Overhead Per Day
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� Identify how you calculate extended overhead in 
the contract.

� Define what is included in the extended overhead 
amount:

� Construction support equipment (cranes, forklifts, etc.)
� Field office – Identify facilities, office equipment, etc.
� Field staff - Project Manager, Superintendent, Field 

Engineers, administrative support, etc.
� Home Office – Office expenses, officers, equipment, 

departments, legal, accounting, etc.
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� Define the change order process

� State the notification requirement

� Define mark-ups

� Define what is included in the mark-ups

� Identify how you calculate extended overhead

� Resolve schedule impacts with each CO

� Define how to calculate extended overhead

� Define what is included in the extended 
overhead amount



Discussion


