
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

Defining the steps required for approval

Documenting all changes in writing

Communicating changes to all relevant parties

2. Communicate with Stakeholders

Effective communication is vital when dealing with change orders. Contractors
should:

Discuss potential changes with clients promptly

Involve subcontractors and suppliers in discussions to assess the impact
of changes

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:

Written and signed by all parties involved



Included in the project file for easy reference

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:

Review 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

When 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 Successful Change Order Management

To 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 Asked Questions

What 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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