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OVERVIEW

This chapter provides guidance on the preparation of Change Orders and Letters of Authorization (LOA) documentation and the steps to suc-
cessfully execute them.

CHANGE ORDERS

NDOT has the right to modify a contract. Change Orders are the contractual methods to make changes and are required for changes to the char-
acter of the work, payment, specification and/or working days/completion dates. A Change Order is legally binding and becomes part of the con-
tract. Just as the original plans and specifications define the scope, terms, and conditions of work to be done, the Change Order needs to define
the same.

A Change Order is legally binding to the contractor and to NDOT, so it must be prepared with care. The required elements of a Change Order must
be clear, concise, and unambiguous. A Change Order must be prepared so that a person not familiar with the modification can readily interpret
scope, terms, and conditions of the work.

CHANGE ORDER TYPES
NDOT has 3 Change Order types (General, Administrative and Prior) with 44 Change Order Reason Types (see the Change Order Reason Type
list on the next page). Each type/reason covers a specific change to a contract.

General Change Orders include Reason Types 1 through 24. These Change Orders require a Cover Letter, cost justification (if applicable), and
other various supporting documentation depending on their type. When extra work is part of the Change Order, a Record of Authorization To Pro-
ceedWith Extra Work (form 040-002) is also required. These Change Orders must include signatures from the Resident Engineer, Contractor, Dis-
trict Engineer/Assistant District Engineer, Internal Division involved in the change, Chief of Construction, Assistant Chief of Construction, Assistant
Director and FHWA (if applicable). DocuSign signature routing templates have been set up for each district and funding source for these Change
Order types (refer to the Change Order Execution Workflow section in this chapter for details).

Administrative Change Orders include Reason Types 25 through 29. These Change Orders do NOT require a Cover Letter or a cost justification.
They can have various supporting documentation depending on their type (e.g., calculation sheets, correspondence). Change Order Reason
Types 25 and 27 must include signatures from the Resident Engineer, District Engineer/Assistant District Engineer, and Assistant Chief of Con-
struction. A DocuSign signature routing template has been set up for the administrative Change Order types 25 and 27 (refer to the Change Order
Execution Workflow section in this chapter for details). Change Order types 26, 28 and 29 only require a signature from the Resident Engineer. A
DocuSign signature routing template has been set up for the administrative Change Order types 28 - 29 (refer to the Change Order Execution
Workflow section in this chapter for details). The Close Out Change Order (Reason Type 26) is created by the Resident Engineer and left in
DRAFT status. Construction Admin Services staff review and approve this type of Change Order. Change Order type 30 - HQ Administrative is
reserved for Construction Admin Services staff use only.

Types 901 through 924 are Prior Change Orders. These Change Orders require a Cover Letter, cost justification (if applicable), and other various
supporting documentation depending on their type. A Prior Change Order allows for payment for items of work, when the overall amount of work is
not precisely known. They do require an additional Change Order to be created to finalize the quantity(s) for the work performed. These Change
Orders must include signatures from the Resident Engineer, Contractor, District Engineer/Assistant District Engineer, Internal division involved in
the change (if applicable), Chief of Construction, Assistant Chief of Construction, Assistant Director and FHWA (if applicable). DocuSign signature
routing templates have been set based on the funding source for these Change Order types (refer to the Change Order Execution Workflow sec-
tion in this chapter for details).
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CHANGE ORDER REASON TYPE LIST
n 01 - Errors or Omissions
n 02 - Construction Stakeout Errors
n 03 - Utilities Conflicts
n 04 - Traffic Control (Temporary conditions - striping, pavement markings, phasing changes)
n 05 - ITS Changes or Additions (Signals, lighting, permanent signs and electrical)
n 06 - Roadway Changes
n 07 - Fencing / Right of Way (Gates, change of access)
n 08 - Drainage (Pipe extensions, DIs, RCB, anything underground)
n 09 - Structural Items
n 10 - Material and Testing (Alternate pits, if existing pit to materials only, materials, lime treatment, sieve

changes, test methods, material spec changes)
n 11 - Safety and Traffic (Permanent conditions - guardrail, barrier rail, guideposts, striping, pavement markings)
n 12 - Specifications Changes (No materials or traffic control phasing)
n 13 - Miscellaneous
n 14 - Flaggers
n 15 - Non-Specification Material Allowed to Remain in Place
n 16 - Claims
n 17 - Dispute Resolution
n 18 - Value AddedWork
n 20 - Landscape & Aesthetic Treatments
n 21 - VEP: Value Engineering Proposal
n 22 - Stormwater
n 24 - Environmental
n 25 - Adjusting Incentive / Disincentive (Crew Administrative)
n 26 - Contract Closeout (Crew Administrative) (HQ reviews and processes)
n 27 - Quantity Overrun (Crew Administrative) (This applies to any item major item ($50,000 or greater) with a quantity change over $100,000 or

100% of the original bid amount)
n 28 - Reducing Escalation Quantity (Crew Administrative)
n 29 - Category Adjustment (Crew Administrative)
n 30 - HQ Administrative (HQ Admin ONLY)
n 901 - Prior - Errors or Omissions on Plans
n 903 - Prior - Utilities Conflicts
n 904 - Prior - Traffic Control (Temporary conditions - striping, pavement markings, phasing changes)
n 905 - Prior - ITS Changes or Additions (Signals, lighting, permanent signs and electrical)
n 906 - Prior - Roadway Changes
n 907 - Prior - Fencing / Right of Way (Gates, change of access)
n 908 - Prior - Drainage (Pipe extensions, DIs, RCB, anything underground)
n 909 - Prior - Structural Items
n 911 - Prior - Safety and Traffic (Permanent conditions - guardrail, barrier rail, guideposts, striping, pavement markings)
n 913 - Prior - Miscellaneous
n 914 - Prior - Flaggers
n 918 - Prior - Value added work
n 920 - Prior - Landscape & Aesthetic Treatments
n 921 - Prior - VEP: Value Engineering Proposal
n 922 - Prior - Stormwater
n 924 - Prior - Environmental
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ESSENTIAL ELEMENTS OF CHANGE ORDERS
Change Orders include the following elements (depending on the type):

n Record of Authorization To ProceedWith Extra Work, (form 040-002 Rev. 1/22)
n Cover Letter - Description of the work to be performed
n Independent Cost Analysis/Cost of the work
n Method of payment and time to complete the work
n Appropriate signatures

GU I D A NC E F OR COMP L E T I NG CH A NG E ORD E R DOCUME N T A T I ON
RECORD OF AUTHORIZATION TO PROCEED WITH EXTRA WORK FORM

If a Change Order is necessary to add extra work that was not anticipated to a contract, the Resident Engineer or District Engineer will complete a 
Record of Authorization To Proceed With Extra Work, form 040-002 Rev. 1/22 (Figure 3-1), and submit it to the Chief Construction Engineer. The 
form is located on the NDOT Website Construction Forms Area.

n Identify the contract number and the project number.
n Identify the Change Order number that will be assigned to the change order.
n Identify the requester of the Change Order. If request is not coming from a Division Head, make sure the requester has the appropriate com-

mitment authority as per the Construction Manual, Chapter 2 - Contract Administration, page 48.
n Date on form should be the date of the Change Order Request Memo from the Division Head.
n Give a detailed description of the additional work and explain why it is necessary.
n Indicate the estimated change in cost to the contract by checking the appropriate box.
n Indicate whether there will be an increase, a decrease, or no change in Working Days by checking the appropriate box.
n Indicate the method of payment by checking the appropriate box or boxes.
n When the form is completed, print the report to a PDF file, and save to the appropriate Contract Files\Contract\05 CO\5.1 CO No. directory.

The file name must contain the contract ID and the Change Order number. Upload the completed form to DocuSign for signatures using the
appropriate template. The Resident Engineer, District Engineer, Construction Engineer must sign. If cost is projected to be more than
$250,000.00 the Director’s Office must sign as well.
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Figure 3-1: Record of Authorization To Proceed With Additional Work Form
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COVER LETTER

Cover Letters are required except when processing an administrative type Change Order. The following is guidance on composing a Change
Order Cover Letter:

n Use Department, District specific letterhead.
n Include the date the letter was composed.
n Address the letter to the Deputy Director-Engineering, ATTN: to the Chief Construction Engineer.
n Include the contract and federal/state project number(s).
n Add the location and project description from the front of the Special Provisions.
n Include the Change Order Reason description and the Reason Type #, e.g., Errors or Omissions - Reason Type 01.
n Clearly explain the change and what it involves for an audience who is seeing it for the first time, e.g., New added work, Specification change

Revising the plans, etc. Can a person without any knowledge of the Change Order understand why the change is needed?
n The main body of the letter should address what and where the problem is and what the solution is if any revised plan sheets have been

provided or new or revised specifications.
n Identify who (the name of the person, title, and Division, e.g., Design, Materials, Construction, District, etc.) requested the Change Order.
n Identify who (the name of the person, title, and Division, e.g., Design, Materials, Construction, District, etc.) was consulted about the Change

Order. Don’t refer to conversations/concurrences if the conversations/concurrences didn’t take place.
n The letter needs to state whether there is an increase or decrease in cost. If no cost increase, state that as well.
n Discuss how the Change Order will be paid, e.g., existing bid items, new items, the total dollar amount, and what Category it will be paid in.
n The letter needs to state whether additional working days are going to be granted. If the Change Order increases or decreases working days

(or milestone dates), a detailed explanation with backup is needed, e.g., schedule impact analysis from the Contractor.
n Third-party agreements should be mentioned if work is being done for a third-party entity and need to be amended if the language does not

exist in the agreement to cover the added expense.
n If the project is a Project of Divisional Interest, PODI, the only way a specification change can be made is if it meets one of three criteria. Use

the following exact language in the letter:
l “The Specification, as written, is impossible or impractical to comply with.”
l “A product of equal in all respects to the one specified can be furnished at a savings to the contract.”
l “A product superior to one specified can be furnished at no increase in cost.”

n If a Prior Change Order has been executed, the cover letter must address the Prior and any changes not addressed in the Prior that are being
covered with the follow-up Change Order.

n The cover letter will be distributed to the DocuSign Distribution list and saved to the Contract Files\05 CO\5.# CO No. directory. The file name
must contain the contract ID and the Change Order number.

COST JUSTIFICATION

Adequate cost justification must be provided with Change Orders except when processing an Administrative type Change Order. Cost jus-
tifications explain why the price is reasonable or justified. Each cost element needs to be assigned to the appropriate category (AEB). The excep-
tion would be Type 27 Overrun and Administrative Type Change Orders. They require a detailed explanation of why the overrun occurred.

The most common methods of cost justification include:

n Reference the historical bid price found in the integrated Project Development (iPD) program. The iPD program is accessed using the E-Bid-
ding log-in link located in the Applications area in SharePoint.

n Similar scope of work on other contracts
n Invoices
n Third Party Quotes from an independent source
n Independent cost analysis (Cost Analysis form) (Figure 3-2)
n The method of payment needs to be identified whether it be force account, agreed lump sum, agreed unit price or individual bid items.
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When preparing a Cost Analysis form for a Change Order, the Resident Engineer should follow these guidelines:

n Use prevailing wage rates for labor and the current Labor Surcharge from when the work is being performed.
n Use EquipmentWatch for hourly equipment rates (attach EquipmentWatch report, refer to Chapter 4, Force Account, in this manual for details)
n Use invoice/quote for materials (attach invoice/quote)
n Ensure the correct markup has been applied. Subcontract work is limited to 5% on pass through work the contractor does not complete.

Labor, Equipment and Material are up to 20% at the RE's discretion during negotiation with the contractor. Refer to Subsections 104.03,
(Scope of Work) Extra Work, and 109.03(d), (Measurement and Payment) Force Account Work (Subcontracted Work), of the Standard Spe-
cifications.

n All cost justification files will be saved to the appropriate Contract Files\Contract\05 CO\5.# CO No directory. The file name must contain the
contract ID and the Change Order number.

Figure 3-2: Cost Analysis Form

CHANGE ORDER AWP ENTRIES

Details for generating and approving a Change Order are found in Chapter 8, Change Orders, of the AWP User Guide With Materials.

The following is guidance for completing ALL Change Orders:

n The person requesting the Change Order will be identified in the Requestor field .
n The Supp Explanation in the Change Order Explanations area should only include changes to the contract. It should not be a repeat of the

cover letter. It should clearly describe the scope of the change and direction to the contractor, including location and limits, specification lan-
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guage change (additions or deletions), plan changes including the plan sheets affected. Include the payment method, such as bid prices,
Force Account, Agreed Prices or Lump Sum. If the scope of the change has multiple elements, describe each element separately.

n The cost increase/decrease with associated quantities must be included.
n Any specification language change (additions or deletions), plan changes including the plan sheets, stations, locations, and Justification for

costs, etc., will be added to the Explanation field in the Change Order item record.
n If additional days are granted, and the contract has lump sum prorated items (traffic control, temporary pollution control, dust control, etc.)

and/or items paid by the day (traffic control supervisor, time related overhead, etc.) the Change Order shall increase these items accordingly.
Guidance can be provided by the Assistant Construction Engineers as needed.

n The impact of time, or added working days, should be stated on the Change Order. If no working days are added, the Change Order should
state so. The explanation of time impact should be addressed on the cover letter, not in the Change Order. An independent analysis to support
the time extension must be performed and a copy of the new schedule will be included in the Change Order supporting documentation.

n The last Change Order Explanation record must include the Accord and Satisfaction Clause on all General Change Orders.
n The last Change Order Explanation record must include the Prior Clause on all Prior Change Orders. The following language must be

included in the Supp Explanation field:
l Change Order #__ will be generated to complete and finalize the quantities and associated payment."

OTHER SUPPORTING DOCUMENTS

The following is a list of supporting documentation/correspondence that must accompany the Change Order when the Change Order is submitted
to the appropriate Assistant Construction Engineer and Construction Admin Services staff for review (as applicable):

n Record of Authorization To ProceedWith Extra Work (form 040-002)
n Email correspondence
n Change Order Request Memo and Construction Division concurrence
n Calculation sheets
n Third Party Agreements
n Independent Cost Analysis
n Late Payroll Determinations
n Affirming Orders
n Failing Test Reports

These files will be saved to the appropriate Contract Files\Contract\05 CO\5.# CO No. directory. The file names must contain the contract ID and
the Change Order number.

CHANGE ORDER EXECUTION WORKFLOW
The following is guidance for executing ALL Change Orders.

1. Determine if the contract is an FHWA Project of Divisional Interest (PoDI) project. If so, then complete the FHWA Pre-Authorization form
(FHWA-1365) as necessary for the Change Order and route through DocuSign for approvals. If not, then proceed to step 2.

2. Create the appropriate supporting documentation required for the Change Order (authorization form, cover letter, cost justification, etc.)
3. Create the AWP Change Order. Refer to Chapter 8, Change Orders, Section, Steps To Create a Change Order, of the AWP User Guide With

Materials.
4. Send an email to the appropriate Construction Admin Services staff requesting the creation of a SharePoint Change Order review directory.
5. Copy all supporting documentation files to the SharePoint review directory. When all files have been copied, email the appropriate Assistant

Construction Chief and the appropriate Construction Admin Services staff letting them know they can start their review.
6. The Construction Division will review the AWP Change Order information and the supporting documentation for the following items and work

with the Resident Engineer on necessary revisions.
a. Assistant Construction Chief review for the following:

i. Request memo from the requesting division with concurrence and guidelines from Construction.
ii. Verify that scope, corresponding days and costs, seem reasonable.
iii. Completeness of contractual documents to include a clearly defined change.
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b. Construction Admin Services staff will review for the following:
i. Verify Change Order type and Change Order reason.
ii. Review for completeness to ensure document meets FHWA requirements.
iii. Review estimate of costs and justification for reasonableness.
iv. If reviewing a Change Order with associated Prior Approval, verify that the dollar amount is accurate.

7. Assistant Construction Engineer will notify the Resident Engineer that the review of all packet information is complete and the Change Order is
ready for processing.

8. Generate the AWP Change Order report. Refer to Chapter 8, Change Orders, Section, Change Order Report Generation, in the AWP User
Guide With Materials. Print the report to a PDF file, and save to the appropriate Contract\Contract Files\05 CO\5.# CO No. directory. The file
name must contain the contract ID and the Change Order number.

9. Log on to DocuSign and create a NEW envelope. Upload the Cover Letter (if applicable), AWP Change Order report and plan sheets. Refer to
the How to Send an AWP Change Order in DocuSign using a Template guide for details.

10. Use the appropriate template.
a. District 1 DocuSign templates:

i. Const Admin - D1, CO, FHWA Funding
ii. Const Admin - D1, CO, State Funding

b. District 2 DocuSign templates:
i. Const Admin - D2, CO, FHWA Funding
ii. Const Admin - D2, CO, State Funding

c. District 3 DocuSign templates:
i. Const Admin - D3, CO, FHWA Funding
ii. Const Admin - D3, CO, State Funding

d. Shared DocuSign templates:
i. Const Admin - D1, D2, D3, CO, Admin Types 25 & 27
ii. Const Admin - D1, D2, D3, CO, Admin Types 28 - 35
iii. Const Admin - D1, D2, D3, CO, FHWA Prior
iv. Const Admin - D1, D2, D3, CO, State Prior

Note: Construction Admin Services staff route the Change Order to the appropriate staff, divisions and FHWA (if appropriate) after the
Resident Engineer has signed.

11. Once the Change Order has been routed through all required signers the originator of the DocuSign envelope will receive an email from
DocuSign. This email contains attached PDF copy of the signed (executed) Change Order. Save the executed (signed) AWP Change Order
PDF file to the appropriate Contract Files\Contract\05 CO\5.# CO No. directory. The file name must contain the contract ID, the Change Order
number, and the executed date.

Note: If this Change Order is part of a Prior, make sure to attach the executed Prior PDF file to the associated Change Order as backup
documentation.

12. Attach the executed AWP Change Order report and Cover Letter (if appropriate) to the AWP Change Order. Refer to Chapter 8, Change
Orders, Section, Approving a Change Order, in the AWP User Guide With Materials.

13. Resident Engineer approves the Change Order. Refer to Chapter 8, Change Orders, Section, Approving a Change Order in the AWP User
Guide With Materials.

Important: When adding a NEW category (AEB) through a Change Order, DO NOT approve the Change Order in AWP until a notification
from Construction Admin Services is received stating that the new category (AEB) has been funded.

Important: If the Approved Change Order added a new bid item and/or increased an existing bid and the item(s) Current Extended Amount
(current quantity x item unit price) is $50,000 or more then the item(s) MUST be marked as a Major item. Refer to the AWP User Guide With
Materials, Chapter 4, Contract Items, Section, Marking a Contract Item As a Major Item, for details.
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Note: Contact the Construction Admin Services Section staff or the Assistant Construction Engineer with questions.

CHANGE ORDER EXAMPLES
Refer to Change Order Examples in the Construction Crew Portal of the Construction Division SharePoint for various examples of completed
Change Orders.

LETTERS OF AUTHORIZATION (LOA)

Occasionally minor construction items, not anticipated in the original scope of a contract, must be completed on a project. These minor con-
struction items are incidental construction items, which do not have bid items, and is a means to compensate the contractor for incidental con-
struction items. The Resident Engineer can pay for these incidental construction items with a Letter of Authorization (LOA).

The following are the Resident Engineer’s limitations on Letters of Authorization:

n The spending limit per incident is set at $15,000.
n The cumulative total of incidental construction items cannot exceed the amount programmed for the contract.
n Multiple LOAs cannot be written to cover the same issue, (i.e., the same thing multiple times or multiple LOAs to achieve one goal).

ESSENTIAL ELEMENTS OF AN LOA
The Letter of Authorization must contain the following information:

n Contract number and project number
n Letter of Authorization number (numbered consecutively beginning with 1)
n Date of authorization
n Reason for work
n Description of work
n Cost of work

l Cost justification for work:
o The Resident Engineer prepares an independent cost analysis of the contractor’s cost estimate and compares the two. Any significant

differences are resolved with the contractor. Refer to the Cost Justification Section in this chapter for additional information on pre-
paring a cost analysis.

o Include the cumulative total of incidental funds used on project, expressed as a dollar amount and cumulative amount of incidental
funds used compared to incidental funds budgeted, expressed as a percentage.

n Signature of contractor and Resident Engineer.

LOA EXECUTION WORKFLOW
1. Complete LOA and all supporting documentation (e.g., Independent Cost Analysis, invoices).
2. Send to HQ Construction Admin Section, requesting a review.
3. Log on to DocuSign and create a NEW envelope. Upload the LOA and supporting documents. Route to the Resident Engineer and Contractor

for signature.
4. Once the LOA has been routed through all required signers, the originator of the DocuSign envelope will receive an email from DocuSign. This

email contains attached PDF files of the signed (executed) LOA and supporting documents. Save the LOA and all supporting documents in
the appropriate Contract Files\Contract\07 Estimates\7.# LOA) directory.

5. The Resident Engineer sends copies of signed LOA and supporting documents to the District and Construction Division.
6. Create a DWR in AWP, Posting to item 7360040 - Incidental Construction, for the amount authorized in the LOA.
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LOA AND SUPPORTING DOCUMENTATION EXAMPLE
The following is an example of an LOA and supporting documentation (Figure 3-12 through Figure 3-14):

Figure 3-3: Example of an LOA
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Figure 3-4: Example of an LOA Cost Analysis Form
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Figure 3-5: Example of an LOA Cost Justification Invoice

Refer to the Construction Administrative Services Document Resources area for an LOA template.
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