CONTRACTORS GUIDE TO CHANGE ORDERS

CoNTRACTORS GUIDE TO CHANGE ORDERS IS AN ESSENTIAL RESOURCE FOR ANYONE INVOLVED IN CONSTRUCTION PROJECTS.
CHANGE ORDERS ARE A COMMON ASPECT OF THE CONSTRUCTION PROCESS, OFTEN ARISING DUE TO UNFORESEEN CIRCUMSTANCES
OR CHANGES IN PROJECT SCOPE. [UNDERSTANDING HOW TO MANAGE THESE CHANGES EFFECTIVELY CAN MAKE THE DIFFERENCE
BETWEEN A SUCCESSFUL PROJECT AND A COSTLY DELAY. IN THIS GUIDE, WE WILL EXPLORE WHAT CHANGE ORDERS ARE, WHY
THEY ARE IMPORTANT, AND HOW CONTRACTORS CAN NAVIGATE THIS COMPLEX TERRAIN.

WHAT IS A CHANGE ORDER?

A CHANGE ORDER IS A WRITTEN AGREEMENT THAT MODIFIES THE ORIGINAL CONSTRUCTION CONTRACT. THIS CAN INVOLVE
CHANGES IN THE SCOPE OF WORK, ADJUSTMENTS IN THE TIMELINE, OR ALTERATIONS IN CONTRACT PRICE. CHANGE ORDERS CAN
ARISE FROM VARIOUS FACTORS, INCLUDING:

CLIENT REQUESTS FOR ADDITIONAL \WORK
® DESIGN CHANGES DUE TO UNFORESEEN CIRCUMSTANCES
® ERRORS OR OMISSIONS IN THE ORIGINAL PLANS

® REGULATORY CHANGES OR PERMIT ISSUES

UNDERSTANDING THE NATURE OF CHANGE ORDERS IS CRUCIAL FOR CONTRACTORS, AS THEY CAN SIGNIFICANTLY IMPACT PROJECT
BUDGETS AND TIMELINES.

WHY CHANGE ORDERS MATTER

CHANGE ORDERS ARE A CRITICAL PART OF THE CONSTRUCTION PROCESS FOR SEVERAL REASONS:

1. FINANCIAL IMPLICATIONS

CHANGE ORDERS CAN LEAD TO INCREASED COSTS FOR BOTH CONTRACTORS AND CLIENTS. IT IS VITAL TO ASSESS THE FINANCIAL
IMPACT OF ANY CHANGES ACCURATELY. FAILURE TO DO SO CAN RESULT IN DISPUTES AND STRAINED RELATIONSHIPS.

2. PRoJECT TIMELINE

EVERY CHANGE ORDER CAN POTENTIALLY EXTEND THE PROJECT TIMELINE. CONTRACTORS MUST FACTOR IN THE TIME NEEDED TO
IMPLEMENT CHANGES AND COMMUNICATE THESE ADJUSTMENTS TO ALL STAKEHOLDERS.

3. LEGAL CONSIDERATIONS

CHANGE ORDERS MUST BE DOCUMENTED PROPERLY TO AVOID LEGAL DISPUTES. AN UNDOCUMENTED CHANGE CAN LEAD TO
CONFUSION AND MISINTERPRETATION OF CONTRACTUAL OBLIGATIONS. THIS CAN ULTIMATELY RESULT IN LEGAL ISSUES THAT
COULD JEOPARDIZE THE PROJECT.



How To HANDLE CHANGE ORDERS EFFECTIVELY

MANAGING CHANGE ORDERS REQUIRES A SYSTEMATIC APPROACH. HERE ARE KEY STEPS CONTRACTORS CAN TAKE TO HANDLE
CHANGE ORDERS EFFECTIVELY:

1. EsTABLISH A CLEAR CHANGE ORDER PROCESS

SETTING UP A STANDARDIZED CHANGE ORDER PROCESS WILL HELP STREAMLINE COMMUNICATION AND REDUCE
MISUNDERSTANDINGS. THIS PROCESS SHOULD INCLUDE:

IDENTIFYING WHO CAN INITIATE A CHANGE ORDER

o DEFINING THE STEPS REQUIRED FOR APPROV AL
e DOCUMENTING ALL CHANGES IN WRITING

e COMMUNICATING CHANGES TO ALL RELEVANT PARTIES

2. COMMUNICATE WITH STAKEHOLDERS

EFFECTIVE COMMUNICATION IS VITAL WHEN DEALING WITH CHANGE ORDERS. CONTRACTORS SHOULD:

e DISCUSS POTENTIAL CHANGES WITH CLIENTS PROMPTLY
® |NVOLVE SUBCONTRACTORS AND SUPPLIERS IN DISCUSSIONS TO ASSESS THE IMPACT OF CHANGES

o KEEP THE ENTIRE PROJECT TEAM INFORMED OF ANY APPROVED CHANGES

3. DOCUMENT EVERYTHING

DOCUMENTATION IS THE BACKBONE OF SUCCESSFUL CHANGE ORDER MANAGEMENT. CONTRACTORS SHOULD ENSURE THAT EVERY
CHANGE ORDER IS:

e \W/RITTEN AND SIGNED BY ALL PARTIES INVOLVED
® |NCLUDED IN THE PROJECT FILE FOR EASY REFERENCE

e FILED IN A MANNER THAT IS EASILY ACCESSIBLE FOR AUDITS OR DISPUTES

4. Assess THE IMPACT oF CHANGES

BEFORE APPROVING A CHANGE ORDER, CONTRACTORS SHOULD CONDUCT A THOROUGH ASSESSMENT OF ITS IMPACT ON:



® PROJECT COSTS
® TIMELINE AND SCHEDULING

® RESOURCE ALLOCATION

THIS ANALYSIS CAN HELP IN MAKING INFORMED DECISIONS AND IN SETTING REALISTIC EXPECTATIONS WITH CLIENTS.

5. BE PROACTIVE
ANTICIPATING POTENTIAL CHANGES BEFORE THEY ARISE CAN SAVE TIME AND MONEY. CONTRACTORS CAN:
L] REVIE\X/ PLANS AND SPECIFICATIONS CAREFULLY TO IDENTIFY POSSIBLE ISSUES

® MAINTAIN OPEN COMMUNICATION WITH CLIENTS TO GAUGE THEIR EXPECTATIONS

® STAY INFORMED ABOUT INDUSTRY TRENDS AND REGULATIONS THAT MIGHT AFFECT THE PROJECT

CoMMoN CHALLENGES WITH CHANGE ORDERS

DESPITE BEST EFFORTS, CONTRACTORS MAY STILL FACE CHALLENGES WHEN MANAGING CHANGE ORDERS. SOME COMMON ISSUES
INCLUDE!:

1. ResisTANCE FROM CLIENTS

CLIENTS MAY BE RELUCTANT TO APPROVE CHANGE ORDERS, ESPECIALLY IF THEY INVOLVE SIGNIFICANT COSTS. CONTRACTORS
SHOULD BE PREPARED TO EXPLAIN THE NECESSITY OF THE CHANGES AND THE POTENTIAL CONSEQUENCES OF NOT APPROVING
THEM.

2. INADEQUATE DOCUMENTATION

POOR DOCUMENTATION CAN LEAD TO DISPUTES AND CONFUSION. CONTRACTORS MUST PRIORITIZE THOROUGH RECORD-KEEPING
TO ENSURE THAT ALL CHANGES ARE WELL-DOCUMENTED AND AGREED UPON BY ALL PARTIES.

3. Scope CReep

W/HEN MINOR CHANGES ACCUMULATE WITHOUT PROPER MANAGEMENT, IT CAN LEAD TO SCOPE CREEP, WHERE THE PROJECT
EXPANDS BEYOND ITS ORIGINAL PARAMETERS. CONTRACTORS SHOULD BE VIGILANT IN ASSESSING EACH CHANGE ORDER'S IMPACT
ON THE OVERALL PROJECT.



Tips For SuccessruL CHANGE ORDER MANAGEMENT

T O ENSURE EFFECTIVE CHANGE ORDER MANAGEMENT, CONTRACTORS SHOULD CONSIDER THE FOLLOWING TIPS:

1. Use CHANGE ORDER TEMPLATES

UTILIZING STANDARDIZED TEMPLATES FOR CHANGE ORDERS CAN STREAMLINE THE PROCESS AND ENSURE CONSISTENCY IN
DOCUMENTATION.

2. TRAIN YOUR TEAM

EDUCATE YOUR TEAM ON THE IMPORTANCE OF CHANGE ORDER MANAGEMENT AND THE PROCESSES IN PLACE. THIS WILL EMPOWER
THEM TO HANDLE CHANGES MORE EFFECTIVELY.

3. FOsTER CLIENT RELATIONSHIPS

BUILDING STRONG RELATIONSHIPS WITH CLIENTS CAN EASE THE CHANGE ORDER PROCESS. CLIENTS WHO TRUST THEIR
CONTRACTORS ARE MORE LIKELY TO UNDERSTAND THE NEED FOR CHANGES AND APPROVE THEM IN A TIMELY MANNER.

4. MoNITor CHANGES CLOSELY

KEEPING A CLOSE EYE ON ALL APPROVED CHANGE ORDERS AND THEIR IMPACTS ON PROJECT TIMELINES AND BUDGETS CAN HELP
PREVENT ISSUES DOWN THE LINE.

CoNCLUSION

IN CONCLUSION, A STRONG UNDERSTANDING OF CHANGE ORDERS IS VITAL FOR ANY CONTRACTOR INVOLVED IN CONSTRUCTION
PROJECTS. BY ESTABLISHING CLEAR PROCESSES, MAINTAINING OPEN COMMUNICATION, AND DOCUMENTING EVERYTHING
METICULOUSLY, CONTRACTORS CAN NAVIGATE THE COMPLEXITIES OF CHANGE ORDERS. THIS PROACTIVE APPROACH WILL NOT
ONLY MINIMIZE THE FINANCIAL AND LEGAL RISKS ASSOCIATED WITH CHANGE ORDERS BUT WILL ALSO ENHANCE RELATIONSHIPS
WITH CLIENTS AND STAKEHOLDERS, LEADING TO MORE SUCCESSFUL PROJECT OUTCOMES. BY IMPLEMENTING THE STRATEGIES
DISCUSSED IN THIS GUIDE, CONTRACTORS CAN EFFECTIVELY MANAGE CHANGE ORDERS AND ENSURE THEIR PROJECTS REMAIN ON
TRACK, ON BUDGET, AND MEET THE EXPECTATIONS OF ALL PARTIES INVOLVED.

FREQUENTLY ASKeED QUESTIONS

W/HAT IS A CHANGE ORDER IN CONSTRUCTION?

A CHANGE ORDER IS A FORMAL DOCUMENT THAT OUTLINES CHANGES TO THE ORIGINAL CONSTRUCTION CONTRACT, INCLUDING
ALTERATIONS TO THE SCOPE OF WORK, ADJUSTMENTS IN COST, AND MODIFICATIONS TO THE PROJECT TIMELINE.

\WHY ARE CHANGE ORDERS IMPORTANT FOR CONTRACTORS?

CHANGE ORDERS ARE CRUCIAL FOR CONTRACTORS AS THEY PROTECT THEIR INTERESTS BY ENSURING THAT ANY CHANGES TO THE



PROJECT SCOPE ARE DOCUMENTED, WHICH ALLOWS FOR ADJUSTMENTS IN PAYMENT AND TIMELINES.

\WHAT ARE THE COMMON REASONS FOR CHANGE ORDERS?

COMMON REASONS FOR CHANGE ORDERS INCLUDE DESIGN CHANGES, UNFORESEEN CONDITIONS, REGULATORY CHANGES, OWNER
REQUESTS, AND ERRORS OR OMISSIONS IN THE ORIGINAL PLANS.

How SHOULD CONTRACTORS DOCUMENT CHANGE ORDERS?

CONTRACTORS SHOULD DOCUMENT CHANGE ORDERS IN WRITING, INCLUDING DETAILS OF THE CHANGE, REASONS FOR THE CHANGE,
COST IMPLICATIONS, AND ANY ADJUSTMENTS TO THE PROJECT SCHEDULE, AND HAVE THEM SIGNED BY ALL RELEVANT PARTIES.

\WHAT ARE THE POTENTIAL RISKS OF NOT MANAGING CHANGE ORDERS PROPERLY?

FAILING TO MANAGE CHANGE ORDERS CAN LEAD TO DISPUTES, FINANCIAL LOSSES, DELAYS IN PROJECT COMPLETION, AND
STRAINED RELATIONSHIPS WITH CLIENTS AND SUBCONTRACTORS.

How CAN CONTRACTORS MINIMIZE THE FREQUENCY OF CHANGE ORDERS?

CONTRACTORS CAN MINIMIZE CHANGE ORDERS BY CONDUCTING THOROUGH PRE-CONSTRUCTION PLANNING, MAINTAINING CLEAR
COMMUNICATION WITH CLIENTS, AND ENSURING DETAILED AND ACCURATE PROJECT DOCUMENTATION.

WHAT SHOULD BE INCLUDED IN A CHANGE ORDER REQUEST?

A CHANGE ORDER REQUEST SHOULD INCLUDE A DESCRIPTION OF THE CHANGE, THE REASON FOR THE CHANGE, THE IMPACT ON
COST AND SCHEDULE, AND ANY NECESSARY DOCUMENTATION SUCH AS DRAWINGS OR SPECIFICATIONS.

How DO CHANGE ORDERS AFFECT PROJECT BUDGETING?

CHANGE ORDERS CAN SIGNIFICANTLY AFFECT PROJECT BUDGETING BY INCREASING COSTS, WHICH MAY REQUIRE RENEGOTIATION
OF CONTRACT TERMS AND CAREFUL FINANCIAL MANAGEMENT TO STAY ON TRACK.

\WHAT IS THE TYPICAL PROCESS FOR APPROVING CHANGE ORDERS?

THE TYPICAL PROCESS FOR APPROVING CHANGE ORDERS INVOLVES THE CONTRACTOR SUBMITTING A CHANGE ORDER REQUEST,
THE CLIENT REVIEWING IT, NEGOTIATING TERMS IF NECESSARY, AND BOTH PARTIES SIGNING THE FINALIZED DOCUMENT.

How CAN TECHNOLOGY ASSIST IN MANAGING CHANGE ORDERS?

TECHNOLOGY CAN ASSIST IN MANAGING CHANGE ORDERS THROUGH PROJECT MANAGEMENT SOFTWARE THAT TRACKS CHANGES,
AUTOMATES DOCUMENTATION, AND FACILITATES COMMUNICATION AMONG STAKEHOLDERS, IMPROVING EFFICIENCY AND
ACCURACY.
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