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Change Orders: Objectives 

Be able to …

• Understand the purpose of a Change Orders (CO)

• Determine if the CO is within the scope of your 
contract

• Write a CO

• Determine appropriate method of payment

• Write a CO memorandum
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Change Order is…
a legally binding document used 
to make changes to the contract.

Definition
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Reasons for writing Change Orders (CO) 

•  Change plans/specifications 

•  Add work 

LAPM 16.13 Change Orders

Purpose
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Reasons for writing COs  (continued)

• Specify method of payment for contract 
stipulated extra work

• Authorize additional funds for existing CO

• Adjust item payment (+/- 25%)

CM 5-303 Purpose of Change Orders

Purpose
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Reasons for writing COs  (continued)

• Implement a value engineering change
• Clarify terms of the contract
• Resolve disputes/potential claims prior to 

the proposed final estimate 

CM 5-303 Purpose of Change Orders

Purpose



7

Who initiates the CO:
• Resident Engineer

• Contractor

• Other Agency Units

• Outside Agencies

• Others? 
CM 5-304 Initiation of Change Orders

Initiation
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Questions… 

• Is proposed change within
 the project scope?

• Where is project scope found? 

Scope
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Within the project scope
• Significantly different from other contract 

work? 

• Necessary to mobilize specialized forces 
and equipment? 

• Over the approved contract allotment? 

• Significant deletion to the original contract?

• Outside the approved contract limits? 

Scope
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Questions to ask…
• Is the proposed work already covered in the 

contract?
• Is CO necessary to complete the work as 

contemplated at PS&E approval?
• Are there sufficient contingency funds? 
• Can additional funds be obtained soon enough 

to prevent delays?

CM 5-305 Preliminary Considerations

Preliminary Considerations
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Questions to ask…
• What is the overall impact on the planned work?
• Will it cause a work character change?
• Will the contract time be affected?
• What methods of payment should be used?
• How will any adjustments of compensation be 

determined?

CM 5-305 Preliminary Considerations

Preliminary Considerations
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Does CO impact your environmental documents?

Contact Caltrans if change may affect:

• permit conditions, 

• environmental mitigation commitments, or

• introduction of new social, environmental, or 
economic issues that need to be addressed under 
applicable federal, state, or local law

LAPM 16.10 Change Orders

Preliminary Considerations
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Change Order describes the:  

 Work: Changes or added (extra)

 Payment basis

 Time adjustment

CM 5-306 Change Order Content

Writing the Change Order
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Clearly and concisely… 
• Describe the changes and extra work
• Detail location and limits of proposed 

work
• PE Stamp, sign and date  Engineering 

plans, specs, calculations and reports
• Include specs or spec changes

CM 5-306 Change Order Content

Writing the Change Order
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Include specifications in the CO?
• Increases in contract bid item:  No
• Extra Work (AP or FA): Yes 

Include the specifications directly or 
by reference

The contractor must complete extra work
exactly as it is specified in the CO.

CM 5-306A Specifications

Specifications
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Order of preference:
1. Bid items at bid item unit prices
2. Bid items at bid item unit prices with a payment 

adjustment at agreed unit price or lump sum
3. Extra work at agreed unit price or lump sum
4. Extra work at force account

 One or a combination of the
above methods.

CM 5-306C Methods of Payment
CTSS 9-1.03, Payment Scope

Method of Payment
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Not extra work if it can be paid for by:
• A bid item, 
• A combination of bid items, or
• A bid item with a payment adjustment

CM 5-306C Methods of Payment

Method of Payment



CM 5-306C Methods of Payment
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Method of Payment
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Extra work at agreed prices

• Agreed Unit Price

• Agreed Lump Sum

Contractor must agree!  

CM 5-306C Methods of Payment

Method of Payment
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Agreed price documentation:
• Must perform an independent force account 

cost estimate: 
 Performed by the agency independently of 

Contractor
 Supports the agreed price in the CO
 Signed and dated by Preparer
 Signed and dated by Checker
 Filed

Method of Payment
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Agreed price 
documentation:
Force Account Style 

Cost Estimate

9.1 Handout page 2

Method of Payment
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Extra Work at Force Account
Use when:

• The work cannot be estimated within 
reasonable limits of accuracy

• The RE and contractor are unable to agree 
on an agreed price

• When the work is urgent/time sensitive 

CM 5-306C Methods of Payment

Method of Payment
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If a work-character change has occurred:

1. Determine a correct and equitable adjustment 
in compensation to the bid item unit price

2. Last resort – Delete the entire bid item, or the 
portion of it affected by the change, and pay 
for the entire work as extra work

CM 5-306C Methods of Payment
CTSS 4-1.05B Work-Character Changes

Method of Payment
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Add contract time in a CO?
• CO must affect the scheduled completion date 

– contractor submits a Time Impact Analysis (TIA)
• If CO work affects the controlling activity on 

the critical path, there may be basis for a time 
adjustment.

• The Department grants a time extension only if the 
total float is absorbed and the scheduled 
completion date is delayed 1 or more working days. 

CTSS 8-1.02D(8)(c) Ordered Changes
CM 5-306D Adjustment to Time of Completion

Time Extensions/Reductions
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• Can’t determine / agree on an adjustment of time
• Determine time adjustment as soon as work is 

completed
• Unilaterally approve the supplemental CO if you 

still cannot agree

LAPM 16.10 Change Orders
CM 5-306D Adjustments to Time of Completion

Deferred Time Adjustment
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• File TIA  used to support CO time adjustment.
• No supporting documentation 

 = loss of federal funds 
 = number unsupported days given x LDs($)

LAPM 16.10 Change Orders
CM 5-306D Adjustments to Time of Completion

Time Adjustment Documentation
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Caltrans Construction Manual
 Chapter 5 Contract Administration 

 Section 3 Change Orders

Change Order Standard Clauses:

Examples of Change Orders: 
 

Resources

https://dot.ca.gov/programs/construction/change-order-information/change-order-standard-clauses
https://dot.ca.gov/programs/construction/change-order-information/change-order-examples
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Adjustment for Increase in Quantities in Excess of 25 Percent 
of the Quantities Shown on the Bid Item List

 

 Standard Clause:
  Payment adjustment in accordance with Section 9-1.06B 

“Increases of More Than 25 Percent,” of the Standard 
Specifications: 

  The following adjustment(s) will be made for units of 
 work in excess of 125 percent of the quantities shown 
 on the bid item list: 

  [List the bid(s), unit adjustments, quantities, 
  and total item adjustment(s).] 

Sample Clauses
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Extra Work or Payment Adjustment at Agreed Unit Price 

 Standard Clause:
 For this work, the contractor shall receive and 

accept $ __ per [unit] of [pipe, fence, among other 
items]. 

 This sum constitutes full and complete 
compensation for furnishing all labor, material, 
equipment, tools, and incidentals including all 
markups by reason of this change. 

Sample Clauses
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Change Orders
Examples

CM Example 
Work-Character Change
Item Increase, Payment 
Adjustment, Extra Work 

at Force Account
9.1 Handout - page 3
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Change Orders
Examples

CM Example 
Critical Delay

Payment Adjustment at 
Agreed Lump Sum and 

Time Adjustment
9.1 Handout - page 4
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What is the CO Memorandum?
• Internal document
• Explains the scope and reasons for the change 
• Provides justification for the work
• Supports reasonableness of the compensation
 Money
 Time 

CM 5-307 Change Order Memorandum

Memorandum



33

Include:
• Summary line or two of what the change 

order provides

• Why the change is needed

 
CM 5-307 Change Order Memorandum

Memorandum
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Include:

• Why the particular method of payment 
was chosen.

• State the method used in making the cost 
analysis

• Include the cost analysis in the files

 CM 5-307 Change Order Memorandum

Memorandum
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Include:

• Justification for contract time adjustment:

 State controlling operation during the delay period

 Indicate the specific calendar or working days 
represented by the time extension (if work done)

 Note that TIA is on file

Memorandum

CTSS 8-1.07B
Green Book 6-4.2 Extensions of Time 
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Include:
• Who requested the change
• Names and dates of concurrences obtained
• Explanation of any concurrences not obtained

CM 5-307 Change Order Memorandum

Memorandum
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Explain why if …
• Work character change results from CO

• CO was unilaterally approved

CM 5-307 Change Order Memorandum

Memorandum
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Example: 
Work-Character Change

9.1 Handout - page 5

Change Orders 
Memorandum
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Example: 
Critical Delay

9.1 Handout - page 6

Change Orders
Memorandum
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• Indicate on the Memorandum:

 Federal fund participation, 

 Participation in part, or

 Nonparticipation

Don’t use nonparticipation to 
circumvent federal requirements.

LAPM 16.10 Change Orders

Federal Funding Participation
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9.1 Change Order – Handout pages 7 & 8 

FHWA List of Frequently Encountered 
Non-Federal Participating Items

LAPM 16.10 Change Orders

Nonparticipating Items
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• Prior Authorization allows changes or 
extra work to be performed prior to a 
fully executed change order.

• Must be written authorization.

• Change order must be written within 
7 days of written authorization.

LAPM 16.10 Change Orders

Prior Authorization
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Payment cannot be made until 
Change Order is fully executed!

LAPM 16.10 Change Orders

Payment
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