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Using the Baseline Tools 
To Identify Potential 
Claims/Disputes 

 

 

 A. Controlling and Managing the 
Project 

 

 Once the information system is in place and the work begins, 
the project management team should focus on controlling and managing 
the project.  Control is the process of taking specific, deliberate action 
to achieve a desired result.  Controlling a project has four basic 
components: 

 

• Define -  Establish the baseline for the contract, means and 
methods, schedule and budget. 

• Detect -  Measure and record what is happening to detect 
changes in the baseline. 

• Predict -  Evaluate how the changes will affect the contract, 
means and methods, schedule and budget. 

• Act -  Notify the owner of potential claims and replan to 
mitigate the impact of the changes. 

 

 Once the baseline is established and the work begins, 
variations are likely to occur.  Some diversions are potential changes 
in the contract, differing site conditions or delays and/or other 
disruptions.  Others are simply diversions in the contractor’s plan.  It 
is absolutely essential to control the future work so that the 
contractor can maximize the opportunities existing in the future 
work. 

It is absolutely essential to 
control the future work so that 
the contractor can make the 
best of things to come. 

 Identifying diversions in the baseline is an essential part of the 
control process in which observation, experience, and expertise are 
used to evaluate differences between the planned operations and the 
way the work is actually performed.  Differences are noted and 
decisions are made as to whether the differences are such ones that 
entitle  the  contractor  to  an  increase  in  contract   price  or   a  time  
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 extension.  The only  way such  differences can  be detected  is  
if  the contractor has established a baseline plan against 
which actual conditions can be compared. 

 
 
The general conditions of the 
contract constitute the 
roadmap for what is to be 
done when conditions vary. 

 Once a diversion from the baseline has been detected and 
it has been determined to be a change in the contract, a 
differing site condition or a compensable delay or disruption, 
the contractor must follow the contractually stipulated 
procedures for giving notice and documenting the effect of the 
variation.  Here, understanding the general conditions of the 
contract is essential, as these conditions constitute the roadmap 
for what is to be done when conditions vary. 

  Unlike building projects, the general conditions of a 
highway or bridge construction project are usually found in the 
standard specification books, as well as any updated versions 
included in the special provisions or supplemental 
specifications.  Examples of important standard 
specification provisions might include the following: 

102.04 Interpretation of Quantities 
102.05 Examination of Site, Plans, and Specifications 
104.02 Alterations 
104.04 Extra Work 
104.07 Value Engineering Proposals by Contractor 
105.01 Authority of Engineer 
105.04 Coordination of Plans, Specifications, 

Supplemental Specifications and Special 
Provisions 

105.05 Cooperation by Contractor 
105.06 Cooperation with Utilities 
105.07 Cooperation Between Contractors 
105.17 Claims for Adjustment 
108.03 Prosecution and Progress 
108.06 Suspension of Work 
108.07 Determination and Extension of Contract 

Time 
109.03 Compensation for Altered Quantities 
109.04 Extra and Force Account Work 

Many contractors summarize 
these important provisions. 

 Many contractors actually summarize these important 
provisions.  The summary should be short and should provide 
field personnel and management with the information needed 
to handle the particular situation.  For example, a summary of 
an extra work provision from a state standard specification 
book might be as follows: 
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EXTRA WORK: 
 

a. WHAT: 

 Unforeseen work for which there is no bid item. 

b. WHEN: 

 Whenever necessary. 

c. HOW: 

 Directed by the engineer. 

d. PAYMENT: 

 Force account basis or as agreed in work order or under 
109.04. 

e. IMPORTANT POINTS: 
 Performing extra work without written direction from the 

engineer may be a waiver of your rights to additional money 
and time.  Make sure a time extension is included in the work 
order. 
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  B. Documentation 

  While it is important to be familiar with the plans and 
specifications and recognize variances in the actual work, the 
contractor’s and DOT’s field and office personnel must 
document events that occur during construction and their 
impact on the means and methods, schedule and cost on an 
on-going basis. 

To be admissible as evidence 
in a court proceeding, 
documentation must generally 
be prepared in the normal 
course of business, at or near 
the time, by a person having 
knowledge of the events. 

 To be admissible as evidence in a court proceeding, 
documentation must generally be prepared in the normal 
course of business, at or near the time, by a person having 
knowledge of the events.  Specifically, courts will not 
admit as evidence reports prepared by project personnel 
-- or anyone else – after the fact. 

  Documentation is the most critical component of 
detecting a potential claim and proving or disproving its 
impact.  In their book Professional Construction 
Management, Barrie and Paulson suggest the documentation 
system meet the following objectives1:  

1. To provide an organized and efficient means of 
measuring, collecting, verifying, and quantifying data 
reflecting the progress and status of operations on the project 
with respect to schedule, cost, resources, procurement, and 
quality. 

2. To provide standards against which to measure or 
compare Progress and status.  Examples of standards include 
CPM schedules, control budgets, procurement schedules, 
quality control specifications, and construction working 
drawings. 

3. To provide an organized, accurate and efficient means 
of converting the data from the operations into information.  
The information system should be realistic and should 
recognize (a) the means of processing the information (e.g., 
manual versus computer), (b) the skills available, and (c) the 
value of the information compared with the cost of obtaining 
it. 

4. To report the correct and necessary information in a 
form which can best be interpreted by management, and at a 
level of detail most appropriate for the individual managers 
or supervisors who will be using it. 
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5. To identify and isolate the most important and critical 
information for a given situation, and to get it to the correct 
managers and supervisors, that is, those in a position to make the 
best use of it. 

6. To deliver the information to them in time for consideration 
and decision making so that, if necessary, corrective action may be 
taken on those operations that generated the data in the first place. 

 

 Documentation is necessary to prove both the occurrence of a 
condition for which compensation is due and, more critically, the 
damage resulting from such a condition.  Ironically, when claims are 
not settled, it is usually the result of one party or both not having 
sufficiently prepared job progress and cost records.  There are three 
basic reasons why inadequate record keeping may occur: 

 

 First, a documentation system may exist but field and project 
management personnel do not put the necessary effort into 
completing forms.  For example, some contractor personnel feel 
documentation interferes with their performance of primary 
responsibilities.  Every contractor has heard the supervisor who “has 
so much paperwork, there’s no time to get the job done.”  Other 
personnel simply do not understand the importance of 
documentation or the potential impact of not having it when things 
go wrong.  These scenarios are probably the most difficult hurdles to 
overcome when attempting to institute a successful reporting system.  
Even the most well planned system employing efficient, easy-to-
complete forms will fail unless company management is committed 
to its success.  Perhaps the most successful yet unfortunate motivator 
for a contractor in this regard is the experience of failing to recover 
a claim for which its entitlement is admitted by the owner because 
the contractor’s records failed to link its extra costs to the 
compensable condition. 

Even the most well planned 
system employing efficient, 
easy-to-complete forms will 
fail unless company 
management is committed to 
its success. 

 Second, the reporting system itself may be lacking.  For 
example, there may be too many forms for specialized purposes.  
Supervisors might be required to fill out separate forms for employee 
payroll, job progress, equipment usage or downtime, extra work, 
materials received on the job, fuel and lubrication on equipment, 
unforeseen conditions, equipment rental, etc.  In such scenarios, 
receiving information from the field depends on whether supervisors 
remember to fill out the 
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The forms should be 
designed to take supervisors 
through logical and 
sequential thought pro-
cesses to ensure that 
maximum information is 
provided. 

correct form for the situation.  The mere act of placing the job 
name and date on each of several reports takes valuable time 
away from the project supervisor. 

 Third, the actual design of the forms may foster 
insufficient and/or inefficient reporting.  The forms should be 
designed to take supervisors through logical and sequential 
thought processes to ensure that maximum information is 
provided.  Spaces for narratives or description should be 
adequate. Forms that limit comment spaces to two or three lines 
encourage half-hearted efforts resulting in brief and meaningless 
reports. 

 
 
 
 
When designing a job cost 
system, the level of detail for 
which costs will be tracked 
should not exceed the ability 
of field supervisors to 
accurately record during the 
day. 

 The design of a project documentation system starts with 
an examination of the contractor’s operations, both in the field 
and office.  This is important because a documentation system 
should be designed to integrate with the contractor’s field and 
office operations.  A documentation system requires effort from 
the personnel and must be in harmony with the way they carry on 
their primary responsibilities.  In addition, expectations should 
not exceed the ability of the employees who are providing such 
information.  For example, when designing a job cost system, the 
level of detail for which costs will be tracked should not exceed 
the ability of field supervisors to accurately record during the 
day. Excessively detailed job cost reporting requirements will 
result in misleading data because supervisors, who cannot 
reasonably keep track of labor and equipment usage in such 
finite detail, will arbitrarily distribute hours among cost 
categories. 

  Contractors must balance the value of a more detailed 
breakdown requested by estimators and project managers 
with the cost and reliability of such information and should 
seek a medium that tends to optimize all factors. 

When the documentation 
system and the project 
management process are 
planned together, documen-
tation occurs as part of the 
managing process and 
ceases to become a separate, 
burdensome task. 

 In addition to considering the capabilities of the operation 
and personnel when designing a documentation system, 
contractors should consider the process their project managers 
use to monitor projects.  The documentation system should 
accommodate -- as well as serve – the objectives of the process.  
The system can be specifically designed to institute changes in the 
existing project management process.  When the documentation 
system and the project management process are planned together, 
documentation occurs as part of the managing process and ceases 
to  exist  as a  separate,  burdensome task.   By  adhering to  sound  



Using the Baseline Tools To Identify Potential Claims/Disputes 

 

 
Effective Contract Administration Through Partnering and Pre-Bid Phase Administration 7 
DALLAS1 624713v1 99999-00004 

project documentation routines, supervisors are exposed to the status 
of a project ensuring the contractor that managers are examining the 
entire project on a regular basis. 
 Let’s look at the routine project reporting devices which 
afford documentation: 

 

 One of the basic, yet most important, aspects of project 
documentation includes effective use of an on-going and detailed set 
of daily reports.  Too often, daily reports are submitted to the 
contractor’s office merely noting the date, the weather, a broad 
description of the work being performed, and sometimes, a listing of 
employees and equipment present.  This type of report will usually 
prove insufficient to support a request for additional compensation or 
change order claim. Even on a perfect day, when no problems arise 
and production is favorable, effective project management principles 
require more detailed reporting. 

 

 Construction personnel are often – erroneously -- led to 
believe that daily reports should be long and detailed only on 
those days when owner-caused problems are encountered. 

 

 Admittedly, contractors can claim success when they devise a 
system that provides detailed reporting on days problems occur.  But 
frequently, daily progress reports are used as a means of proving 
what happens on the project when things are normal.  For example, 
suppose a utility crew’s daily progress is adversely affected by an 
unexpected obstruction, the risk of which you did not contractually 
assume.  To prove the obstruction slowed the crew’s production, you 
may present your original estimate showing anticipated production; 
notes on each daily report estimating how much additional 
production could have been achieved for the day but for the 
obstruction; or daily reports indicating actual production for the 
same work when it was free from interruption.  Few would argue 
that the latter places you in the best position. 

 
 

Frequently, daily progress 
reports are used as a 
means of proving what 
happens on the project 
when things are normal. 

 Even in cases where an entire work package on a project was 
plagued with owner-caused problems, being able to produce daily 
reports detailing other projects with similar conditions and degrees 
of difficulty will place the contractor in a better position than merely 
presenting the project estimate.  At the very least, the daily reports 
from another project will add legitimacy to the estimate and remove 
some of the owner’s skepticism of paying out claims based on the 
total cost approach. 

Daily reports detailing 
other projects with similar 
conditions and degrees of 
difficulty will place the 
contractor in a better 
position than merely 
presenting the project 
estimate. 
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  Before discussing the information that should be 
included in a daily report, it is important to first discuss a 
principle borrowed from the area of Management 
Information Systems, which applies equally, if not more, 
to the construction field.  The principle states: 

  The reliability of data increases as the number of 
sources and ways to enter information into a 
computer system decreases. 

 
 
When possible, job progress 
information should be 
consolidated on a single form. 

 To illustrate, consider reporting labor hours to the 
main office.  The two main reasons for such reporting are 
payroll and job cost.  Applying the principle above, if the 
same form used to record an employee’s hours for payroll 
purposes also broke such hours down by project and work 
category, the end result would be more reliable than if the 
information was reported on two separate forms.  Data 
reaches optimum reliability if when read from the 
single form, it is entered into the computer system one 
time, with the same data going to the computer’s 
payroll and job cost subsystems concurrently.  In fact, 
this is how most integrated computer systems work.  
These systems are referred to as single-entry systems.  
The principle applies equally to manual, non-
computerized accounting systems and suggests that when 
possible, job progress information should be consolidated 
on a single form.  When done this way, the form serves as 
solid support for summarized job cost information kept in 
accounting records.  More importantly, the form provides 
other vital information discussed below. 

Daily reports should include the 
hours each employee and piece 
of equipment worked on the 
project by work category or cost 
code. 

 Daily reports should include the hours each 
employee and piece of equipment worked on the project 
by work category or cost code.  In addition, the locations 
where the work was performed should be recorded.  For 
larger companies with payroll or personnel departments, 
the daily report should be a multi-copy form so it is not 
tied up routing through various departments.  If the 
project is large, or if work is being performed by crews, 
each crew should complete a separate daily report.  
Reports should be designed to operate as checklists.  The 
checklist format prompts supervisors in every category of 
information desired.   

 

 Other information that belongs in daily reports includes the 
date, weather (preferably reporting both morning and afternoon 
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conditions), idle equipment (with adequate space to state why), 
materials received and consumed, and production data. Contractors 
should adopt firm and consistent rules for reporting production.  Using 
the utility crew example, a supervisor should be Instructed as to what 
constitutes “installation of a linear foot of pipe.”  If backfilling is not a 
separate reportable category, then the definition should be structured so 
that pipe reported as “installed” is actually backfilled to grade and not 
merely placed in the trench with only one lift of material in place over 
the pipe. 

 Sufficient space should be devoted for a narrative of what 
occurred on the job during the day.  Such information should include 
problems, instructions and orders from inspectors or owners, and delays, 
as well as explanations of unusually good production. Too often, the 
contractor’s “problem approach” to reporting leads to forgetting that 
feedback of favorable conditions and production provides valuable 
information, too. 

Feedback of favorable 
conditions 
and production provides 
valuable information, too. 

 Finally, contractors should demand that daily reports remain 
just that: daily!  Allowing supervisors to fill reports out at the end of 
the week leaves too much to memory and is certain to result in 
inaccurate and brief reports.  When supervisors are allowed to fill out 
reports from personal diaries, the mental prompting so important to 
accurate reporting is lost.  In addition, after-the-fact reporting may result 
in a court refusing to admit such reports as evidence. 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 


