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OVERVIEW

Thischapter providesguidance on the preparation of ContractModificationsand Lettersof Authorization (LOA) documentation
and the steps to successfullyexecute them.

CONTRACT MODIFICATIONS

NDOT has the right tomodifya contract. ContractModificationsare the contractualmethods tomake changesand are required for
changes to the character of thework, payment, specification and/or working days/completion dates. AContractModification is leg-
allybinding and becomespart of the contract. Just as the original plansand specificationsdefine the scope, terms, and conditionsof
work to be done, theContractModification needs to define the same.

AContractModification is legallybinding to the contractor and toNDOT, so it must be preparedwith care. The required elements
of aContractModificationmust be clear, concise, and unambiguous. AContractModificationmust be prepared so that a person
not familiar with themodification can readily interpret scope, terms, and conditionsof thework.

CONTRACT MODIFICAT ION TYPES
NDOT has47ContractModification types. Each type coversa specific change to a contract.

Types1 through 23 are generalContractModifications. TheseContractModifications require aCover Letter, cost justification (if
applicable), and other varioussupporting documentation depending on their type. TheseContractModificationsmust include sig-
natures from theResident Engineer, Contractor, District Engineer/Assistant District Engineer, Chief of Construction, Assistant
Chief of Construction, Assistant Director and FHWA(if applicable). DocuSign signature routing templateshave been set up for
each district and funding source for theseContractModification types (refer to theContractModification ExecutionWorkflow sec-
tion in this chapter for details).

Types25 through 35 are administrativeContractModifications. TheseContractModificationsdoNOT require aCover Letter or a
cost justification. Theycan have varioussupporting documentation depending on their type (e.g., wage determinations, failing test
reports, calculation sheets). ContractModification types25 and 27must include signatures from theResident Engineer, District
Engineer/Assistant District Engineer, andAssistant Chief of Construction. ADocuSign signature routing template hasbeen set up
for the administrativeContractModification types25 and 27 (refer to theContractModification ExecutionWorkflow section in this
chapter for details). ContractModification types26 and 28 – 35 only require a signature from theResident Engineer. ADocuSign
signature routing template hasbeen set up for the administrativeContractModification types28 - 35 (refer to theContractModi-
fication ExecutionWorkflow section in this chapter for details). ContractModification type 26 iscreated by theResident Engineer
and left in DRAFT status. Construction Admin Servicesstaff review and approve this type of ContractModification. ContractModi-
fication type 30 - HQ Administrative is reserved for Construction Admin Servicesstaff use only.

Types901 through 924 are Prior ContractModifications. TheseContractModifications require aCover Letter, cost justification (if
applicable), and other varioussupporting documentation depending on their type. APrior gives the contractor authorization to com-
menceworkon an item(s) not originally included in the contract and providesan estimate of quantity for that item(s). Theydo
require an additionalContractModification to be created to finalize the quantity(s) for theworkperformed. TheseContractModi-
ficationsmust include signatures from theResident Engineer, Contractor, District Engineer/Assistant District Engineer, 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 theseContractModification types (refer to theContractModification Execution
Workflow section in this chapter for details).
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CONTRACT MODIFICATION TYPE LIST
n 1 - Errorsor OmissionsonPlans
n 2 - Construction Stakeout Errors
n 3 - UtilitiesConflicts
n 4 - TrafficControl (Temporaryconditions - striping, pavementmarkings, phasing changes)
n 5 - ITSChangesor Additions (Signals, lighting, permanent signsand electrical)
n 6 - RoadwayChanges
n 7 - Fencing / Right ofWay (Gates, change of access)
n 8 - Drainage (Pipe extensions, DIs, RCB, anything underground)
n 9 - Structural Items
n 10 - Material and Testing (Alternate pits, if existing pit tomaterialsonly, materials, lime treatment, sieve changes, testmethods,

material specchanges)
n 11 - Safetyand Traffic (Permanent conditions - guardrail, barrier rail, guideposts, striping, pavementmarkings)
n 12 - SpecificationsChanges (Nomaterialsor traffic control phasing)
n 13 - Miscellaneous
n 14 - Flaggers
n 15 - Non-SpecificationMaterialAllowed toRemain in Place
n 17 - ClaimsandDisputeResolution
n 18 - ValueAddedWork
n 20 - Landscape&AestheticTreatments
n 21 - VEP: ValueEngineering Proposal
n 22 - Stormwater
n 24 - Environmental
n 25 - Adjusting Incentive / Disincentive (Crew Administrative)
n 26 - Contract Closeout (Crew Administrative) (HQ reviewsand processes)
n 27 - QuantityOverrun (Crew Administrative) (Thisapplies to any itemmajor item ($50,000 or greater) with a quantity change

over $100,000 or 100% of the original bid amount)
n 28 - Reducing EscalationQuantity (Crew Administrative)
n 29 - CategoryAdjustment (Crew Administrative)
n 30 - HQ Administrative (HQ Admin ONLY)
n 31 - LiquidatedDamage: Environmental (Crew Administrative)
n 33 - Penalty: Labor Compliance (Crew Administrative)
n 34 - LiquidatedDamage:Material (Crew Administrative)
n 35 - LiquidatedDamage: Time (Crew Administrative)
n 901 - Prior - Errorsor OmissionsonPlans
n 903 - Prior - UtilitiesConflicts
n 904 - Prior - TrafficControl (Temporaryconditions - striping, pavementmarkings, phasing changes)
n 905 - Prior - ITSChangesor Additions (Signals, lighting, permanent signsand electrical)
n 906 - Prior - RoadwayChanges
n 907 - Prior - Fencing / Right ofWay (Gates, change of access)
n 908 - Prior - Drainage (Pipe extensions, DIs, RCB, anything underground)
n 909 - Prior - Structural Items
n 911 - Prior - Safetyand Traffic (Permanent conditions - guardrail, barrier rail, guideposts, striping, pavementmarkings)
n 913 - Prior - Miscellaneous
n 914 - Prior - Flaggers
n 918 - Prior - Value addedwork
n 920 - Prior - Landscape&AestheticTreatments
n 921 - Prior - VEP: ValueEngineering Proposal
n 922 - Prior - Stormwater
n 924 - Prior - Environmental

3-4

3



CONTRACT MODIFICATIONS AND LETTERS OF AUTHORIZATION

State of NevadaDepartment of Transportation
DocumentationManual
January2019

ESSENT IAL E LEMENTS OF CONTRACT MODIFICAT IONS
ContractModifications include the following elements (depending on the type):

n Cover Letter - Description of thework to be performed
n Independent Cost Analysis/Cost of thework
n Method of payment and time to complete thework
n Appropriate signatures

GUIDANCE FOR COMPLET ING CONTRACT MODIFICAT ION
DOCUMENTAT ION
COVER LETTER

Cover Lettersare required except when processing an administrative typeContractModification. The following isguidance on com-
posing aContractModificationCover Letter (Figure 3-2):

n UseDepartment, District specific letterhead.
n Include the date the letter wascomposed.
n Address the letter to theDirector andATTN: to theChief Construction Engineer.
n Include the contract number, federal/state project number(s), and the location.
n Clearlyexplain the reason for theContractModification for an audiencewho isseeing it for the first time.
n The letter should address thewho, what, why, where and how of theContractModification. (Can a personwithout anyknow-

ledge of theContractModification understandwhy the change isneeded?)
n Identifywho requested theContractModification.
n Identifywho (the nameof the person, title andDivision, e.g., Design,Materials, Construction, andDistrict, etc.) wasconsulted

about theContractModification. Don’t refer to conversations/concurrences if the conversations/concurrencesdidn’t take
place.

n Include the Type of ContractModification including the type #, (e.g., errors/omissions - type 1, drainage - type 8, and utilities -
type 3).

n The letter needs to statewhether additionalworking dayswere granted. If theContractModification increasesor decreases
working days (or milestone dates), a detailed explanationwith back-up isneeded, i.e., schedule impact analysis. Keep inmind
if FHWAdoesnot agreewith additionalworking days the amount of the liquidated damageswill bewithheld byFHWA from
NDOT, asspecified in Subsection 108.09, (Prosecution andProgress) Failure toComplete theWorkon Time, of the Special
Provisions.

n The letter needs to statewhether there isan increase or decrease in cost. If no cost increase, state that aswell.
n Discusshow theContractModificationwill be paid (i.e., existing bid items, new items, and lump sum).
n Third partyagreementsshould bementioned and identify the responsible signer.
n If theContractModification includesspecification changes, explain why the changesare necessary.
n If the project isa Project of Divisional Interest, PODI, the onlywaya specification change can bemade is if it meetsone of three

criteria. Use the following exact language in the letter:
l “TheSpecification, aswritten, is impossible or impractical to complywith.”
l “Aproduct of equal in all respects to the one specified can be furnished at a savings to the contract.”
l “Aproduct superior to one specified can be furnished at no increase in cost.”

n If a Prior ContractModification hasbeen executed, the cover letter must address thePrior and anychangesnot addressed in
thePrior that are being coveredwith the follow-upContractModification.

n The cover letter will be saved to the appropriate EDOCContract Files\Contract Files\DivisionNo. 5 - ContractModification\5.#
ContractModificationNo. directory. The file namemust contain the contract ID and theContractModification number.
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COST JUSTIFICATION

Adequate cost justificationmust be providedwithContractModificationsexcept when processing an administrative typeContract
Modification. Cost justificationsexplain why the price is reasonable or justified. Each cost element needs to be assigned to the appro-
priate category (AEB).

Themost commonmethodsof cost justification include:

n Reference the historical bid price found in the integratedProject Development (iPD) program. The iPD program isaccessed
using theE-Bidding log-in link located in theApplicationsarea in SharePoint.

n Similar scope of workon other contracts
n Invoices
n Third PartyQuotes froman independent source
n Independent cost analysis (Cost Analysis form) (Figure 3-1)
n Themethod of payment needs to be identifiedwhether it be force account, agreed lump sum, agreed unit price or individual

bid items.

When preparing aCost Analysis form for aContractModification, theResident Engineer should follow these guidelines:

n Use prevailingwage rates for labor
n UseEquipmentWatch for hourlyequipment rates (attachEquipmentWatch report, refer to Chapter 4, ForceAccount, in this

manual for details)
n Use invoice/quote for materials (attach invoice/quote)
n Ensure the correctmarkup hasbeen applied. Subcontract workcan be limited to 5% and is left up to theResident Engineer

during negotiationwith the contractor. Refer to Subsections104.03, (Scope ofWork) ExtraWork, and 109.03(d), (Meas-
urement andPayment) ForceAccountWork (SubcontractedWork), of the Standard Specifications.

n All cost justification fileswill be saved to the appropriate EDOCContract Files\Contract Files\DivisionNo. 5 - ContractModi-
fication\5.#ContractModificationNo. directory. The file namemust contain the contract ID and theContractModification num-
ber.
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Figure 3-1: Cost Analysis Form

CONTRACT MODIFICATION ENTRIES

Details for creating, generating and approving aContractModification are found inChapter 10, ContractModifications, of the
FieldManager User Guide.

The following isguidance for completing ALLContractModifications:

n The person requesting theContractModificationwill be identified in theShort Description.
n The type of ContractModificationwill be identified in the first sentence of theDescription of Changes. Refer to theContract

Modification Typessection in this chapter for a complete list of ContractModification types.
n TheDescription of Changesshould only include the changes to the contract. It should not be a repeat of the cover letter. It

should clearlydescribe the scope of the change, including location and limits. Include the paymentmethod, such asbid prices,
ForceAccount, or AgreedPrices. If the scope of the change hasmultiple elements, describe each element separately.

n The cost increase/decreasewith associated quantitiesmust be included.
n Anyspecification language change (additionsor deletions), quantity changes (increasesor decreases), plan changes includ-

ing the plan sheets, stations, locations, justification for costs, etc. will be added to theReason field in theContractModification
itemdescription.

n If the contract has lump sumprorated items (traffic control, temporarypollution control, dust control, etc.) and/or itemspaid by
the day (traffic control supervisor, time related overhead, etc.) theContractModificationmust increase these itemsaccord-
ingly.
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n The impact of time, or addedworking days, should be stated on theContractModification. If noworking daysare added, the
ContractModification should state so. The explanation of time impact should be addressed on the cover letter, not in theCon-
tractModification. An independent analysis to support the time extensionmust be performed and a copyof the new schedule
will be included in theContractModification supporting documentation.

n When adding a liquidated damage (LD)/Penalty itemmake sure to add it to the appropriate category (AEB):
l LDEnvironmental – Add the item to the category (AEB) where the damage occurred.
l LDMaterial – Add the item to the category (AEB) where thematerialwasplaced and failed.
l LD Time – If the LD is for the overall completion of the contract (dayor date), add the item to the largest category (AEB). If

the LD is for a time overage (related to Subsection 108.09, (Prosecution andProgress) Failure toComplete theWorkon
Time, in the SpecialProvisions), add the item to the category (AEB) where the timewasnotmet.

l PenaltyLabor Compliance –Add the item to the largest category (AEB).
n The following languagemust be included at the end of theDescription of Changeson allContractModifications, except for the

administrativeContractModifications:
l “Acceptance of thisContractModification constitutesaccord and satisfaction and representspayment in full (for both time

andmoney) for anyand all costs, impact effect, and/or delaysarising out of, or incidental to, theworkasherein revised and
present and future the extension of the completion time.”

n The following languagemust be included at the end of theDescription of Chanceson allPrior ContractModification:
l “ThisContractModification isbeing processed asaPrior Approval in order to authorize the commencement of workand

provide an estimate of quantities (and associated payment) to be performed asoutlined above and per the direction of the
Resident Engineer. The actual quantities required to complete theworkper thisPrior Approval shall be finalized and paid
for accordinglyupon completion of thework. ContractModification #__will be generated to complete and finalize the quant-
itiesand associated payment."

Note: If a ContractModification addsa new item that requiresamaterial certification, go to the FieldManager Material list and
add thematerial. Refer to Chapter 6,WorkingwithMaterials, in the FieldManager User Guide, for details.

OTHER SUPPORTING DOCUMENTS

The following containsa list of supporting documentation/correspondence thatmust be includedwith aContractModification (as
applicable):

n Revised plan sheets
n Email correspondence
n ContractModificationRequestMemoandConstructionDivision concurrence
n Specifications
n Calculation sheets
n Third PartyAgreements
n Independent Cost Analysis

These fileswill be saved to the appropriate EDOCContract Files\Contract Files\DivisionNo. 5 - ContractModification\5.#Contract
ModificationNo. directory. The file namesmust contain the contract ID and the contractmodification number.

CONTRACT MODIFICAT ION EXECUT ION WORKFLOW
The following isguidance for executing ALLContractModifications. Refer to Chapter 10, ContractModificationsandAppendixC,
ContractModification Step-By-StepGuidelines, in the FieldManager User Guide, for details.

1. Determine if the contract isan FHWAPoDI project. Refer to theCurrent PoDI ContractModification ApprovalTracking doc-
ument for details.

2. Complete the FHWAPre-Authorization form (FHWA-1365) asnecessary for theContractModification and route through
DocuSign for approvals.
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3. Create the appropriate supporting documentation required for theContractModification (cover letter, cost justification, etc.)
4. Create theDRAFT ContractModification.
5. Send an email to the appropriate Assistant Construction Engineer and copy (Cc) theHQ Construction Admin Section, request-

ing a review.
a. Attach the entire ContractModification packet to include all supporting documentation.

6. TheConstructionDivisionwill review theContractModification packet for the following itemsandworkwith theResident Engin-
eer on necessary revisions.
a. Assistant Construction Engineers review for the following:

i. Concurrencewith guidelines.
ii. Verify that scope, corresponding daysand costs, seem reasonable.
iii. Completenessof contractual documents to include a clearlydefined change.

b. Construction Admin Servicesstaff will review for the following:
i. VerifyContractModification type.
ii. Review for completeness to ensure documentmeetsFHWArequirements.
iii. Review estimate of costsand justification for reasonableness.
iv. If reviewing aContractModificationwith associated Prior Approval, verify that the dollar amount isaccurate.

7. Assistant Construction Engineer will notify theResident Engineer that theContractModification packet is complete and ready
for processing.

8. Generate theDRAFT ContractModification so the statusbecomes ‘PendingApproval’, print it to a PDF file, and save to the
appropriate EDOCContract Files\Contract Files\DivisionNo. 5 - ContractModification\5.#ContractModificationNo. dir-
ectory. The file namemust contain the contract ID and theContractModification number.

9. Log on toDocuSign and create aNEWenvelope. Upload the generated FieldManager ContractModification PDF file and all
supporting documentsasseparate files. Refer to theHow toSendContractModification inDocuSign using a Template guide
for details.

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

i. Const D1, CM, FHWAFunding (Federal funding andPODI)
ii. Const D1, CM, State Funding

b. District 2 DocuSign templates:
i. Const D2, CM, FHWAFunding (Federal funding andPODI)
ii. Const D2, CM, State Funding

c. District 3 DocuSign templates:
i. Const D3, CM, FHWAFunding (Federal funding andPODI)
ii. Const D3, CM, State Funding

d. SharedDocuSign templates:
i. Const D1, D2, D3, CM, Admin Types25&27
ii. Const D1, D2, D3, CM, Admin Types28 - 35
iii. Const D1, D2, D3, CM, FHWAPrior
iv. Const D1, D2, D3, CM, State Prior

Note: Construction Admin Servicesstaff route theContractModification to the appropriate staff, divisionsand FHWA(if
appropriate) after theResident Engineer hassigned.

11. Once theContractModification hasbeen routed through all required signers the originator of theDocuSign envelopewill
receive an email fromDocuSign. Thisemail containsattachedPDF copiesof the signed (executed) ContractModification and
supporting documents. Save the executed (signed) FieldManager ContractModification PDF file to the appropriate EDOC
Contract Files\Contract Files\DivisionNo. 5 - ContractModification\5.#ContractModificationNo. directory. The file name
must contain the contract ID, theContractModification number, and the executed date.

Note: If thisContractModification ispart of a Prior, make sure to attach the executedPrior PDF file to the associatedCon-
tractModification asbackup documentation.
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12. Upload the executedContractModification PDF file to FieldManager asan attachment.
13. Resident Engineer approves theContractModification.

Note: When adding aNEWcategory (AEB) through aContractModification, DO NOT approve theContractModification in
FieldManager until a notification fromConstruction Admin Services is received stating that the new category (AEB) hasbeen
funded.

Note: Contact theConstruction Admin ServicesSection staff or the Assistant Construction Engineer with questions.

CONTRACT MODIFICAT ION PACKET EXAMPLE
The following isan example of an executedContractModification packet (Figure 3-2 through Figure 3-11):

Figure 3-2: Example of a Contract Modification Cover Letter
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Figure 3-3: Example of a FieldManager Contract Modification Body
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Figure 3-4: Example of a FieldManager Contract Modification Body (Cont.)
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Figure 3-5: Example of a FieldManager Contract Modification Signature Page
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Figure 3-6: Example of a Contract Modification Updated Plan Sheet
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Figure 3-7: Example of a Contract Modification Updated Plan Sheet (Cont.)
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Figure 3-8: Example of a Contract Modification Request Memo
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Figure 3-9: Example of a Contract Modification Request Memo (Cont.)
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Figure 3-10: Example of a Contract Modification Construction Division Concurrence Email
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Figure 3-11: Example of a Contract Modification Construction Division Concurrence Email (Cont.)

Refer toContractModification Examples in theConstructionCrew Portal of theConstructionDivision SharePoint for various
examplesof completedContractModifications.
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LETTERS OF AUTHORIZATION (LOA)

Occasionallyminor construction items, not anticipated in the original scope of a contract, must be completed on a project. These
minor construction itemsare incidental construction items, which do not have bid items, and isameans to compensate the con-
tractor for incidental construction items. TheResident Engineer can pay for these incidental construction itemswith a Letter of
Authorization (LOA).

The following are theResident Engineer’s limitationson Lettersof Authorization:

n The spending limit per incident is set at $15,000.
n The cumulative total of incidental construction itemscannot exceed the amount programmed for the contract.
n Multiple LOAscannot bewritten to cover the same issue, (i.e., the same thingmultiple timesor multiple LOAs to achieve one

goal).

ESSENT IAL E LEMENTS OF AN LOA
The Letter of Authorizationmust contain the following information:

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

l Cost justification for work:
o TheResident Engineer preparesan independent cost analysisof the contractor’s cost estimate and compares the two.

Anysignificant differencesare resolvedwith the contractor. Refer to theCost Justification Section in this chapter for
additional information on preparing a cost analysis.

o Include the cumulative total of incidental fundsused on project, expressed asa dollar amount and cumulative amount of
incidental fundsused compared to incidental fundsbudgeted, expressed asa percentage.

n Signature of contractor andResident Engineer.

Important: TheResident Engineer and contractor must sign Lettersof Authorization before theworkbegins.

LOA EXECUT ION WORKFLOW
1. Complete LOAand all supporting documentation (e.g., Independent Cost Analysis, invoices).
2. Send toHQ Construction Admin Section, requesting a review.
3. Log on toDocuSign and create aNEWenvelope. Upload the LOAand supporting documents. Route to theResident Engin-

eer andContractor for signature.
4. Once the LOAhasbeen routed through all required signers, the originator of theDocuSign envelopewill receive an email from

DocuSign. Thisemail containsattachedPDF filesof the signed (executed) LOAand supporting documents. Save the LOA
and all supporting documents in the appropriate EDOCContract Files\Contract Files\DivisionNo. 7 - Construction PayEstim-
ate andRelatedData\7.# IncidentalConstruction (LOAs) directory.

5. TheResident Engineer sendscopiesof signed LOAand supporting documents to theDistrict andConstructionDivision.
6. Create an IDR in FieldManager, Posting to item7360040 - IncidentalConstruction, for the amount authorized in the LOA.

LOA AND SUPPORT ING DOCUMENTAT ION EXAMPLE
The following isan example of an LOAand supporting documentation (Figure 3-12 through Figure 3-14):
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Figure 3-12: Example of an LOA
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Figure 3-13: Example of an LOA Cost Analysis Form
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Figure 3-14: Example of an LOA Cost Justification Invoice

Refer to theConstruction Administrative ServicesDocument Resourcesarea for an LOA template.
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