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This paper focuses on recovery of a contractor’s extended 

field office overhead.  Proving extended field office overhead 

costs used to be a relatively straight forward calculation.  The 

contractor would sum up the total field office overhead costs 

expended on the project, divide by the number of days spent 

on the project and multiply times the number of days of 

compensable delay documented through forensic schedule 
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WHAT ARE DELAY COSTS? 

The simplest description of the term delay damages is those 

costs that increase as a sole result of a delaying event on a 

project.  Such increased cost may be direct or indirect costs.  Put 

into the context of basic contract law these are damages that 

are the direct result of a breach of contract; that were within the 

contemplation of the parties at the time the contract was bid and 

executed; and can be documented or proven within reasonable 

certainty.12  In the case of delay damages, the breach of contract 

giving rise to damages is an owner caused delay. 

There are no strict accounting rules on how delay damages are 

calculated.  A general list of damages resulting from a project 

delay includes the following –

Labor Costs

Additional labor hours

Overtime and premium pay

Loss of efficiency or loss of productivity

Increased Wage rates

Equipment Costs

Increased rental or ownership costs

Inefficient use

Added equipment

More expensive equipment

Material Costs

Additional material

More expensive material

Material cost increases

Increased material storage

Subcontractor Costs

Extended labor, equipment and material costs

Extended jobsite overhead costs

Extended home office overhead costs

Jobsite Overhead Costs

Added supervision and project management

Extended supervision and projecct management

Increased and extended jobsite resources (office          

        trailers, site utilities, etc.

Home Office Overhead Costs

Additional home office overhead costs

Extended/unabent
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 • Office trailer(s)
 • Office furniture
 • Office equipment (e.g. 

telephone system, fax, 
cpoying and computers)

 • Communications (e.g., 
telephone, fax, Internet and 
radio costs)

 • Office utilities (including 
electrical, gas, water 
[potable and dust control])

 • Office Supplies
 • Janitorial and trash services 
 • Jobsite photography and 

videography 
 • Printing and blueprinting

Field Office Facilities
 • Storage trailers on site
 • Portable toilets
 • Safety equipment (e.g., 

signage, K-rail, fencing, 
firefighting equipment)

 • Site cleanup and supplies 
(e.g., trash dumpsters, 
street cleaning, truck 
washing, site watering)

 • Jobsite equipment (e.g., 
forklifts, yard cranes 
and other equipment 
used exclusively at the 
field office for loading/
unloading materials, etc.

 • Water storage and trucks
 • Dewatering facilities and 

equipment
 • Winterizing, snow removal, 

heaters, etc.
 • Air conditioning
 • Vehicles for project 

management team use 
(e.g., pickups, vans, cars, 
flatbeds, etc.)

 • Fuel, oil, maintenance for 
equipment

 • Equipment and field office
 • Project signage
 • Generators
 • Survey equipment

 • Project manager 
 • Assistant project 

manager(s)
 • Project engineer(s)
 • Project scheduler(s) 
 • Superintendent(s) 
 • General foremen 
 • Field office clerical 
 • Document control 

personnel 
 • Cost engineer(s) and/or 

timekeeper(s) 
 • Payroll and social taxes
 • Fring benefits
 • Worker’s compensation 

insurance
 • Subsistence costs for 

travelers

Field Office Labor
 • Safety teams (e.g., safety 

engineer(s), flaggers, 
cone and K-rail and fence 
maintenance)

 • Security personnel
 • Site and street cleanup 

personnel
 • Survey and staking crews
 • Equipment maintenance 

personnel
 • Storage yard/laydown area 

personnel
 • Payroll and social taxes
 • Fringe benefits
 • Worker’s compensation 

insurance
 • Subsistence costs for 

travelers

Miscellaneous Field 
Office Costs
 • First aid, fall protection, 

hard hats, safety glasses, 
etc.

 • Travel
 • Entertainment
 • Mobilization
 • Demobilization and final 

clean up
 • Scaffolding
 • Project insurance
 • Permits and licenses
 • Project legal costs
 • Small tools and consumables

Field Office Facilities         Field Supervision There may be other costs included in project field office overhead 

accounts but all of the above costs fit the general definition 

as they are costs incurred at the jobsite in support of just one 

project and cannot be allocated to any specific pay item on the 

project’s Schedule of Values.

HOW IS EXTENDED FIELD OFFICE 
OVERHEAD CALCULATED? 

There are three general or basic methods of calculating extended 

field office overhead costs. They are

 • Actual cost method

 • Total cost method

 • Jury verdict (or “fair and reasonable approximation” of the 

damages.15

A fourth method, which owner can mandate if they include it 

into the contract documents before bidding is generally referred 

to as the 

 • Stipulated contract method

Actual Cost Methods

The first thing one has to do when calculating extended field 

office overhead costs in support of a delay claim is to review the 

field office cost account for the project to (1) classify each cost 

account as time related or non-time related and (2) remove the 

non-time related cost accounts. Why?  Because by definition, 

non-time related costs are not impacted by a project delay as 

these costs are not temporal in nature.  They are one time costs 



6

monthly until the project is complete.  These accounts will 

have to be disaggregated to sort out the purchase and/or 

installation cost from the operating costs.

 • Office furniture, copiers, scanners, fax machines and computer 

costs – If these items are purchased for the project then they 

too are non-time related costs and should be removed from 

a delay calculation.  However, the operating costs (such as 

paper, toner, printer ink cartridges, etc.) are time related since 

the longer the field office is in operation the more of these 

materials the project will consume.

Once the non-time related costs are removed the calculation 

of extended field office overhead costs can begin in earnest.  

Experience with preparing or analyzing delay damage claims has 

taught the authors that there are at least eight different methods 

of calculating extended field office overhead costs.  Each method 

is described below followed by a discussion of the apparent 

strengths and issues related to each method.

 • Average Field Office Overhead Cost For The Project – This is 
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Total Cost Methods

 • Total Cost Method – In a situation where a contractor has not 

segregated their field office overhead costs sufficiently, they 

may be able to employ the total cost method.  In the case 

of extended field office overhead, the total costs method is 

calculated as the difference between the field office overhead 

cost contained in the contractor’s bid and the total amount of 

field office overhead costs incurred on the project. 

 

Strength of Method – The simplicity of making this calculation 

has to be the strength of this method.  No external legal 

counsel or accounting assistance is required and the math 

of the method can typically be applied in a matter of a few 

minutes. 

 

Issues – The issues related to this method lay in the difficulty 

the contractor faces in order to get an owner, an arbitration 

panel or a court to accept the results of this method.  

Typically, for a contractor to get an arbitration panel or court 

to accept such an approach, the contractor must demonstrate 

the following.

1. There is no other way to document the damages;

2. The as-bid field office overhead cost was reasonable at 

the time of bidding;

3. The contractor mitigated damages to the maximum 

extent practical;

4. And, the contractor was not responsible for any of the 

delaying events on the project.

This is a difficult challenge to meet on almost any project.

 • Modified Total Cost Method – The modified total cost 

method is calculated in the same manner as the total cost 

method.  However, the contractor then deducts certain self-

imposed damages from the calculated difference between 

the as-bid and the actual field office overhead cost. It is up 

to the contractor attempting to use this method (1) identify 

contractor caused issues which impacted the field office 

overhead costs and (2) calculate the value of the impact to 

the field office overhead cost 

 

Strength of Method – Again, the relative simplicity of the 

method and the low cost of using the method are the 

apparent strengths of the method. 

 

Issues – The contractor using this method not only has to 

meet the four proofs identified above but, in addition, must

1. Prove that the self-imposed events the contractor has 

admitted to are the only self-imposed impacts on the project;

2. Calculate the damages to be deducted from the total cost 

calculation and prove that these damages are a fair and 

reasonable cost to be deducted.

Jury Verdict Methods

A jury verdict requires that the arbitration panel or court arrive 

at a reasonable “equitable adjustment” after receiving sufficient 

evidence to reach such a decision.  This method may be used where

1. There is clear proof of injury;

2. There is no more reliable method for computing damages;

3. And, the evidence presented is sufficient for the court 

or arbitration panel to make a fair and reasonable 

approximation of the damages.16

A contractor seeking a jury verdict award for delay damages, as 

the claimant, is required to present a calculation of the damages 

to the court or the panel in order from them to reach a decision 

as to how much is owed.  One method for calculating field office 

overhead and seeking a jury verdict decision is set forth below.

 • Comparative Field Office Overhead Cost Method – In situations 

where the contractor cannot prove the delay damages 

(extended field office overhead) by an actual damage method, 

it may be possible to present a comparison of the field office 

overhead cost incurred on this project with the field office 

overhead cost incurred on another, very similar project. The 

contractor, as claimant, bears the burden of proving that the 

projects are, in fact, similar in scope, cost, duration, location and 

time.  If the contractor can demonstrate this then they may be 

able to compare the difference in cost incurred on each and use 

the calculated cost difference as the measure of damages. 

 

Strength of Method – Once the similarity of projects is 

demonstrated, the calculation of the delay damages is simple.

Issues – It appears that proving the similarity of the projects 

is the biggest problem facing a contractor seeking to use this 

method.  There are so many variables with every construction 

project (other than, perhaps, track housing) that to argue that 

any two projects are virtually identical will be difficult at best.

Stipulated Contract Methods

There are various methods to calculate field office overhead that 

may be included in the contract documents prior to bidding.  By 

including a specific method in the contract documents the owner 

has mandated the method to be used to calculate extended field 

office overhead costs in the event of an owner caused delay.  

 • As-Bid Field Office Overhead Rate – The California 

Department of Transportation (“Caltrans”) has employed a 

16. 1 Construction Contracts Deskbook § 6.3, Contractor’s Rights and Responsibilities as a Result of Delays – Contractor’s Right to Recover for Excusable Delay, May, 2010.
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unique mechanism on some of their larger projects (the San 

Francisco – Oakland Bay Bridge replacement project, for 

example).  They use a Time Related Overhead (“TRO”) bid 

item and specification to implement the approach.17  One of 

the line items in the Caltrans bid form requires the contractor 

to fill in their daily time related cost and multiply this daily rate 

times the number of working days in the Time of Performance 

clause.18  The cost is stipulated to include both the field office 

overhead costs as well as the home office overhead cost.19  The 

contractor is paid monthly as the project progresses based 

upon the number of work days consumed each month.  If 

delays arise during the performance of the work, the TRO 

number is used to price the delay once agreement is reached 

on delay causation and liability. The TRO number is only 

subject to unit price adjustment if delay exceeds 149% of the 

original number of work days stipulated in the contract. 

 

Strength of Method – This specification avoids the need for 

an audit concerning delay costs and makes settlement of 

delay claims easier both during and at the end of the project. 

Further, Caltrans has tied this requirement to their Escrow 

Bid Documents requirement such that the work sheets used 

to calculate and bid the daily delay costs are preserved in a 

secure neutral location for examination in the event the owner 

has a need to review the calculation in order to settle a delay 

claim.  

Issues – The only perceived issue with this method is that 

there is nothing to prevent a contractor from unbalancing 

their bid and making their daily delay cost artificially high, 

counting on the owner to cause a lot of delay on the project.  

If this happens, the TRO specification would prevent the 

owner from modifying the daily rate until the total delay 

exceeds 149% of the original number of days stipulated in the 

contract documents. 

 • Specified Mark Up Rates Stipulated In The Contract 

Documents – Owners may include a fixed markup rate in 

the contract documents which specifically covers field 

office overhead rates.  Should an owner decide to do this, 

they will have to specify clearly in the contract documents 

that this fixed rate includes extended field office overhead 

costs and/or unabsorbed or extended home office overhead 
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Strength of Method – The apparent strength of this 

method is its simplicity.  Once the cost elements of a 

change order have been agreed to between the owner and 

the contractor the fixed markup rates from the contract 

are applied appropriately.  No negotiations, no audits are 

required. 

Issues – The method requires the owner to determine 

what changed costs they are willing to mark up and 

then they must determine what the markup percentages 

are “reasonable”. Additionally, the owner must craft the 

contract very carefully, with the assistance of experienced 

legal counsel, to the effect that these markup rates include 

field office overhead costs of any type.  In order to make 

certain this contract requirement is enforceable the 

owner may need to include a No Damages for Delay or a 

Limitation on Delay Damages clause in order to make the 

method legally enforceable.  

 • Activity Specific Field Office Overhead Allocation Process 

(ASAP Method) – Each of the methods present above 

calculate extended field office overhead at the project 

level and then allocate it to a daily, weekly or monthly 

cost.  A theoretical alternative to these methods has been 

identified at the Activity Specific Field Office Overhead 

Allocation Process Method.29  This method differs in 

approach, in that the time related overhead is allocated to 

each on site activity in accordance with the activity’s

 • Labor hours

 • Labor costs

 • Direct costs, or

 • Whatever cost driver the owner and contractor     

agree upon.

If compensable delay arises, an analysis of which activities 

were delayed and for how long is performed.  Field office cost 

is then allocated to each impacted activity in accordance with 

the following formula. 

Strength of Method – One obvious benefit of this method is 

that it can be applied both prospectively and retroactively.  

That is, should the owner want to use this method to settle 

change orders and delays as they arise, the can write a 

specification requiring that the contractor has to calculate this 

cost for each on site activity on the basis of whatever cost 

driver the owner wants to use, within 30 days after award of 

the contract and prior to receiving a Notice to Proceed.  Once 

this submittal is made, reviewed and approved, it would be 

used for all future compensable delays. 

Issues – First, implementing this method may be difficult. 

While the contractor should be able to perform such a 

calculation and submit it, the owner during review will have 

to agree that each activity’s proposed labor hours (if that is 

the cost driver the owner specifies for use) are reasonable.  

This will be difficult for most owners to do.  Second, while this 

method may work for delays to base scope work, it adds an 

additional dimension of difficulty when negotiating changes 

which add work not contained in the original scope of work.

CREDIT FOR OVERHEAD PAID ON OTHER 
CHANGE ORDERS 

Some contracts have clauses which reduce the extended field 

office overhead costs by the amount of field office overhead 

paid on other change orders ongoing during the period of 

compensable delay.  The intent of such clauses is to prevent 

double payment of extended field office overhead costs during 

the same period of time.  

COSTS TO BE ADDED TO EXTENDED 
FIELD OFFICE OVERHEAD COSTS 

Assuming agreement on an extension of time can be reached 

and a method for calculating the cost of the extended field office 

overhead resulting from the compensable delay, delay damages 

are still subject to two additional markups.  The first markup 

is profit.  “… [A] contractor would be entitled to profit as an 

element of its quantum recovery if delays are compensable.”30  

The second markup applies if the owner has required 
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Performance and Payment Bonds on the project.  If so, the sum 

of the delay damages plus profit is subject to bond cost markup 

as this is now an added cost to the project and the bond cost is 

based on total actual project costs. 

CONTRACTOR’S OBLIGATION TO 
MITIGATE DELAY 


