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Article for The Scope (April 2018 issue)—newsletter of the  
Construction Specifications Institute’s Buffalo-Western NY Chapter 

 
 

Is that Allowed? 
Understanding the Various Types of Allowances 

by Kevin O’Beirne, PE 
 
When one undertakes an activity that involves 
spending money, whether it’s for clothes 
shopping, buying a new automobile, or for a 
capital project, it’s wise to plan for a modest 
contingency, to account for price fluctuations or 
upgrading to a better, more-expensive item.  In a 
construction contract, allocating funds in the 
contract price for such eventualities, and for 
deferred decisions on project quality, are called 
allowances. 
 
There are three, very different types of allowances 
in construction documents, and many owners, 
design professionals, and contractors 
misapprehend the use of each.  The types of allowances are: (1) contingency allowance; (2) 
cash allowance; and (3) quantity allowances.  Each is described below. 
 
Contingency Allowances  
 
Recognized only in the standard contract documents of the Engineers Joint Contract 
Documents Committee (EJCDC)1, at Paragraph 13.02.C of EJCDC® C-700—2013 (and 2018), 
Standard General Conditions of the Construction Contract, contingency allowances are a 
powerful, convenient, and commonly-used mechanism in EJCDC documents.   
 
A contingency allowance is a contractually-stipulated amount that is part of the construction 
contract price from the time the contract is signed and effective.  It is wholly separate from any 
owner’s contingency amount that the owner may prudently have available, in the owner’s bank 
account, to fund changes or other unanticipated project costs. 
 
EJCDC C-700 defines a contingency allowance as “for the sole use of Owner to cover 
unanticipated costs.”  Contingency allowances essentially function as a pre-authorized change 
order account.   
 

                                                 
1 The documents of the American Institute of Architects (AIA) do not include the concept of contingency 
allowances. EJCDC C-700’s language on contingency allowances is presented later in this article. 

Even this kid understands allowances 



 
 

Page 2 of 10 
 

The amount of a contingency allowance in a contract varies with the project and the owner’s 
preferences.  When used, a contingency allowance is often five percent, or less, of the 
construction contract price estimated prior to bidding or pricing, although there are no 
contractual limits on the amount that an owner may authorize for a contingency allowance.  For 
public work, statutes may limit the amount of stipulated contingency allowances.  
 

Contingency allowances are useful in authorizing 
changes in the work that would otherwise require an 
increase in the contract price, via a change order, often 
for relatively minor amounts.  Without a contingency 
allowance, “small” changes in price would have to wait—
sometimes for weeks—before the owner’s governing 
board authorizes a change order or work change 
directive.  Thus, when used judiciously, contingency 
allowances are beneficial for keeping the work moving 

with fewer opportunities for delays for change order authorizations by an owner’s governing 
board.   
 
Some owners like and prefer modest contingency allowances, while others avoid or prohibit 
contingency allowances—recognizing that contingency allowances essentially remove from the 
owner’s governing board, such as a city council or school board, a certain degree of control over 
a part of the project’s expenditures. 
 
The cost of the work covered under a contingency allowance is typically negotiated in the same 
manner as a change order, and are typically initiated by the engineer transmitting to the 
contractor a written proposal request presenting the scope and requirements for the 
contemplated change.  In response, the contractor submits a written change proposal indicating 
the proposed price impact.  Negotiations on price and scope may follow.  If the parties agree on 
the price and other matters, the change can be authorized in writing by the owner either (1) as a 
change order, or (2) as a written allowance authorization issued by the owner’s designated 
employee.  Because contingency allowances are part of the contract price from the time the 
construction contract is signed and effective, the contractor can be eligible for payment of the 
work authorized in a contingency allowance with the next application for payment after the work 
is performed, thus reducing the contractor’s days-revenue-outstanding.  The owner benefits 
from an efficient process without the sometimes-stressful presentation of a change order for 
approval by the owner’s governing board, while the contractor sees reduced delays and 
perhaps improved cash flow.  
 
If the change(s) authorized under a contingency allowance also affects the contractor’s ability to 
comply with the contract times, the necessary change in the contract times must be authorized 
via a change order.  Contract times cannot be changed by a contingency allowance 
authorization. 
 
The amount of a contingency allowance authorization typically includes the contractor’s 
reasonable costs for performing the change, plus a reasonable or contractually stipulated 
percentage for the contractor’s overhead and profit for the associated work.  Other costs, such 
as insurance and bonds, are not typically part of an allowance authorization because the full 
allowance was already included in the original contract price and, hence, such costs were 
included in contract price outside of the contingency allowance. 
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Contingency allowances are arguably the “correct” mechanism to fairly cover variable costs 
such as building permit fees, costs of testing laboratory services furnished by the contractor (for 
other than code-required tests and special inspections), and other costs, which specifiers 
sometimes mistakenly designate as “cash allowances”.  The proper use and application of cash 
allowances is discussed in the next section of this article. 
 
Some owners and design professionals occasionally opt to include more than one contingency 
allowance in the same contract.  The usefulness of this is unclear, and the drawbacks include 
the addition of multiple lump sum pay items while imposing “arbitrary” limits on the individual 
components of the total contingency allowance amount, as opposed to having a single 
contingency allowance that can be used for any purpose the owner authorizes.  This author 
recommends that the temptation to include multiple lump sum contingency allowance items be 
resisted in favor of one lump sum contingency allowance item per contract. 
 
Cash Allowances  
 
Like alternates, cash allowances are a means for a 
project owner to defer certain decisions on the 
project’s quality until pricing for other elements of the 
work is known.  Cash allowances are contractually-
stipulated amounts for purchasing  materials or 
equipment through the contractor.  Often, when a cash 
allowance is used, the quality of a certain element of 
the work required by the contract is basic.  The cash 
allowance permits the owner to direct the contractor to furnish upgraded items that are a higher-
quality or otherwise more attractive than the “basic” item required by the countract.   
 
An example of a cash allowance is for concrete masonry units (CMU).  In our example, the work 
required under the contract includes plain-faced CMU, but the owner has included a cash 
allowance—as either a stipulated lump sum or a stipulated unit price (either per CMU block or 
per square foot of installed CMU wall) to upgrade the CMU from plain-faced to a more-
appealing architectural facing.  In the construction stage, the owner will decide whether to 
authorize use of the cash allowance after other pricing is known and compared against the 
owner’s budget. 
 
Similar to the process described above for a contingency allowance, the design professional will 
issue a written proposal request to the contractor requesting a change proposal and indicating 
the pricing of the desired, upgraded item.  In response, the contractor submits a written change 
proposal.  If the pricing is acceptable, the owner may authorize the change either via a change 
order or under the cash allowance.  If the owner authorizes use of the cash allowance, a written 
allowance authorization will be issued to the contractor, after which shop drawings and other 
required submittals for the upgraded item(s) are furnished, followed by procurement, delivery, 
and installation of the upgraded materials.  The amount of the authorized allowance may be less 
than or equal to the total cash allowance amount.  If the price exceeds the cash allowance, the 
owner may authorize the entire cash allowance supplemented by a change order increasing the 
contract price for the difference between the change proposal amount and the cash allowance 
amount. 
 
Cash allowances are addressed in Section 3.8 of AIA® A201TM—2017, Standard General 
Conditions of the Contract for Construction, and in EJCDC C-700—2013 (and 2018) Paragraph 
13.02.B; the text of both documents regarding allowances is presented later in this article.  As 
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defined by both AIA A201—2017 and EJCDC C-700—2013 (and 2018), cash allowances cover 
the material cost for the owner to upgrade a product to be incorporated into the completed work, 
but do not include: (1) the contractor’s installation cost, (2) handling costs, or (3) any additional 
overhead and profit.  Such costs are to be included elsewhere in the contract price (typically in 
the original contract price at the time the contract is signed) and are not compensated under the 
cash allowance authorization.  For this reason, cash allowances often require the bidder to bid 
blindly on the installation and handling associated with products purchased using a cash 
allowance.  Because of AIA’s and EJCDC’s limiting language on cash allowances, design 
professionals and owners should consider using cash allowances only in circumstances where 
the upgraded product or work has the same handling and installation requirements per unit as 
the “basic” item required by the contract outside of any potential cash allowance authorization. 

 
Because of the intended use of cash allowances, particularly 
the requirement that the contract price (outside of the cash 
allowance) includes the costs of handling, installation, and 
overhead and profit for that element of the work for which a 
cash allowance is contemplated, cash allowances should not 
be confused with EJCDC’s contingency allowances and are 
not the appropriate mechanism for costs that are indefinite at 
the time the contract is signed, such as building permit fees, 

testing laboratory services furnished by the contractor, reimbursement of costs of utility 
companies, and possibly others.  Unfortunately, because many owners and design 
professionals may not fully appreciate this arguably subtle but very-important differences 
between cash allowances and contingency allowances, this author has often seen cash 
allowances misapplied in construction documents. 
 
When a cash allowance is included in a construction contract, it is incumbent on the owner to 
decide, as early as possible after construction starts, on the specific material(s) to be purchased 
with a cash allowance, to reduce the impacts on the progress of construction.  In fairness to 
contractors, the construction contract documents should impose on the owner a reasonable 
time limit by which the owner is to authorize use of each cash allowance, thus providing to the 
contractor greater scheduling certainty. 
 
Quantity Allowances  
 
A quantity allowance is a subset of unit price work 
items.  A quantity allowance is a specified quantity of 
work for which the bidder furnishes a unit price, 
although the location of such work and the precise, 
required quantity are not known at the time  the unit 
price is submitted in the bid.  A term this author has 
often see used in lieu of “quantity allowances” is “extra 
work items” and similar terms.  “Extra work” unit price 
items are, in fact, quantity allowances. 
 
Quantity allowances are not explicitly covered in either EJCDC or AIA documents.  However, 
because quantity allowances are an item of unit price work, quantity allowances are thus 
covered under the General Conditions’ provisions on unit price work (AIA A201—2017 Section 
9.1.2; EJCDC C-700—2013 Paragraphs 1.01.A.46, 10.06, and 13.03).   
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Like any other item of unit price work, a quantity allowance on the bid form must include a 
presumed, stipulated quantity to facilitate comparison of bids.  The unit price for a quantity 
allowance typically includes the contractor’s cost to furnish and install the required items, 
together with the contractor’s other price elements, such as overhead and profit, and a 
proportionate amount for other, related costs. 
 
While a quantity allowance is unit price work, obviously not all unit price items are quantity 
allowances.  In “normal” unit price work, the anticipated extent of the work for each item is 
shown on the contract drawings or otherwise specified in the contract documents.  In contrast, 
the drawings do not indicate the location or extent of work associated with a quantity allowance 
item.  In short, the bidder is required to blindly furnish the unit price for quantity allowance items, 
without knowing the location of such work, and without knowing if all the work under the quantity 
allowance item will be at one locatin or at many different locations. 
 
To illustrate the challenges this poses to bidders, consider a 
quantity allowance item for providing, say, 100 feet of 
additional two-inch diameter rigid steel electrical conduit, 
which is typically “to be provided at a location to be 
designated by the owner’s authorization” (or similar words).  
In assigning a price to such an item, while the material cost 
of the electrical conduit can be estimated by the bidder with 
relative ease and accuracy, the bidder has no idea whether 
a run of conduit authorized under the quantity allowance 
item will be required at knee-high level (with a low 
associated installation cost per foot) or at 25 feet above the floor with multiple layers of 
intervening ceiling panels, piping, ductwork, and existing electrical conduits.  Installing the 
conduit at 25 feet above the floor would obviously have a much higher installation cost per foot.  
Also, it is obviously more-expensive (per foot) to provide ten, separate 10-foot runs of the 
electrical conduit in different locations than to provide a single, 100-foot run.  
 
Thus, contractors understandably often dislike quantity allowance or “extra work” unit price 
items.  It could be argued that a contingency allowance is often more-fair to both parties than 
are quantity allowance items, the unit price of which is usually a guess on bid day.  Thus, 
quantity allowances may be unfair to either the contractor (if the work ordered proves to be 
more-expensive than assumed in the bid day guess), or unfair to the owner (when the quantity 
allowance’s unit price is based on a bid day guess that was much more-conservative than the 
necessary for the work at hand).  
 
In other circumstances, a quantity allowance may be appropriate and fair.  For example, on an 
office buildout, the construction contract may include a quantity allowance for providing 20 
additional, identical cubicle workspaces.  The material and installation cost of each is likely to be 
the same regardless of where in the open office space they are ordered for installation.  
 
Because quantity allowances are unit price work, their use does not require any construction 
stage negotiation with the contractor.  Rather, the owner merely issues its written authorization 
to use a specific quantity of the quantity allowance item and directs where the work is to be 
provided. 
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Specifying Allowances in Construction Documents 
 
While cash allowances and contingency allowances could potentially be stipulated amounts that 
are part of, but not the entirety of, a certain lump sum bid/pay item, there is decreased potential 
for bidders or proposers to overlook, and thus inadvertently omit, required allowance amounts 
when the allowances are each allocated their own, separate bid/pay item.  When this is done, 
the bid form usually has the stipulated amount already indicated before the bidding documents 
are distributed to prospective bidders.  Quantity allowances, which are unit price items, must, of 
necessity, have their own bid/pay item(s) each with a stipulated quantity, and for which the 
bidder fills in the unit price. 
 
While it is typically not necessary to address allowances in the Instructions to Bidders, 
EJCDC® C-200—2013 (and 2018), Instructions to Bidders for Construction Contracts, includes 
at Paragraph 14.03 the following regarding cash allowances: 

A. For cash allowances[,] the Bid price shall include such amounts as the Bidder deems proper 
for Contractor's overhead, costs, profit, and other expenses on account of cash allowances, 
if  any,  named  in  the  Contract Documents,  in  accordance with  Paragraph  13.02.B  of  the 
General Conditions. 

AIA® A701TM—1997, Instructions to Bidders, does not 
address allowances. 
 
Allowances are typically indicated in the Bid Form.  The 
AIA does not publish a suggested bid form and thus offers 
no model language for incorporating allowances into a bid 
form.  However, EJCDC® C-410—2013 (and 2018), Bid 
Form for Construction Contracts, includes model language 
for contingency allowance and cash allowance items, as 
well as for unit price items (the latter can be used for 
quantity allowances).  EJCDC C-410—2013’s language on cash allowances and contingency 
allowances is: 

Drafter should fill in the amounts below for allowances prior to distribution of 
Bid Form 

Lump Sum for Cash Allowances  $ 

All specified cash allowances are included in the price(s) set forth above, and have been computed 
in accordance with Paragraph 13.02 of the General Conditions. 

[or] [and] 

Lump Sum Contingency Allowance  $ 

 
Allowances also need to be addressed in the Owner-Contractor Agreement’s provision on the 
contract price.  EJCDC® C-520—2013 (and 2018), Agreement between Owner and Contractor 
for Construction Contract (Stipulated Price), includes basic, model language for cash 
allowances.  AIA’s 2017 Owner-Contractor Agreements do not address allowances. 
 
On contracts with numerous bid/pay items, to avoid retyping (transcribing) the bid prices into the 
Agreement, when the contract documents are finalized for signature by the parties, the Bid 
Form’s pricing schedule may be attached to the Agreement as an exhibit—thus avoiding the 



 
 

Page 7 of 10 
 

potential for conflicts between the allowance amounts stipulated in both the Bid Form and the 
Agreement. 
 
Standard General Conditions typically include general provisions for allowances.  AIA A201—
2017 includes requirements for cash allowances, while EJCDC C-700—2013 (and 2018) 
addresses both cash allowances and contingency allowances, as follows: 
 

Table 1 – General Conditions Provisions on Allowances 
AIA® A201 TM—2017 EJCDC® C-700—2013 

§ 3.8 Allowances 
§ 3.8.1 The Contractor shall include in the Contract 
Sum all allowances stated in the Contract Documents. 
Items covered by allowances shall be supplied for such 
amounts and by such persons or entities as the Owner 
may direct, but the Contractor shall not be required to 
employ persons or entities to whom the Contractor has 
reasonable objection. 
 
§ 3.8.2 Unless otherwise provided in the Contract 
Documents, 

.1 allowances shall cover the cost to the 
Contractor of materials and equipment 
delivered at the site and all required 
taxes, less applicable trade discounts; 

.2 Contractor’s costs for unloading and 
handling at the site, labor, installation 
costs, overhead, profit, and other 
expenses contemplated for stated 
allowance amounts shall be included in 
the Contract Sum but not in the 
allowances; and 

.3 whenever costs are more than or less 
than allowances, the Contract Sum shall 
be adjusted accordingly by Change 
Order. The amount of the Change Order 
shall reflect (1) the difference between 
actual costs and the allowances under 
Section 3.8.2.1 and (2) changes in 
Contractor’s costs under Section 3.8.2.2. 

 
§ 3.8.3 Materials and equipment under an allowance 
shall be selected by the Owner with reasonable 
promptness. 
 

13.02   Allowances 

A. It  is understood that Contractor has  included 
in the Contract Price all allowances so named 
in the Contract Documents and shall cause the 
Work  so  covered  to  be  performed  for  such 
sums and by such persons or entities as may 
be acceptable to Owner and Engineer. 

B. Cash Allowances: Contractor agrees that: 

1. the  cash  allowances  include  the  cost  to 
Contractor  (less  any  applicable  trade 
discounts)  of  materials  and  equipment 
required  by  the  allowances  to  be 
delivered  at  the  Site,  and  all  applicable 
taxes; and 

2. Contractor’s  costs  for  unloading  and 
handling  on  the  Site,  labor,  installation, 
overhead,  profit,  and  other  expenses 
contemplated  for  the  cash  allowances 
have been  included  in the Contract Price 
and  not  in  the  allowances,  and  no 
demand  for  additional  payment  on 
account  of  any  of  the  foregoing will  be 
valid. 

C. Contingency  Allowance:  Contractor  agrees 
that a contingency allowance, if any, is for the 
sole  use  of  Owner  to  cover  unanticipated 
costs. 

D. Prior to final payment, an appropriate Change 
Order  will  be  issued  as  recommended  by 
Engineer  to  reflect  actual  amounts  due 
Contractor  on  account  of Work  covered  by 
allowances,  and  the  Contract  Price  shall  be 
correspondingly adjusted. 

 
The General Conditions do not address how the parties will negotiate or authorize use of 
allowances.  Such requirements are important to the project’s administration and should be 
addressed in Section 01 21 00, Allowances.  CSI MasterFormat® 2016 indicates that Section 
01 21 00,  
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“Includes: administrative and procedural requirements for cash and quantity allowances 
for products, installation, testing, and contingencies. Time allowances. In a project 
manual application, other titles affected by allowances should reference this title.  May 
Include: allowance amounts and descriptions”. 

Despite MasterFormat’s language copied above, this author has never seen the concept of a 
“time allowance” used in construction documents.  Such a concept is not addressed in standard 
contract documents in widespread use in North America. 
 
Section 01 21 00, Allowances, should also indicate the specific individual(s) in the owner’s 
organization who are empowered to authorize use of allowances, and the mechanism by which 
such authorization will be given; the Construction Specifications Institute’s (CSI) Standard Form 
2.4A, “Allowance Authorization Form”, is both useful and may be superior to other methods of 
authorization, such as e-mail communications.  Copies of CSI’s forms are included with 
purchases of CSI’s Project Delivery Practice Guide and are also available as a separate 
purchase from CSI’s online store, as a group (forms are not available individually), as Microsoft 
Word files. 
 
This writer recommends that no owner 
empower its design professional consultant 
or construction manager to authorize the use 
of allowances, because no third-party should 
be empowered to spend the owner’s money.  
Optimally, allowance authorizations should 
include the signature of the owner’s 
employee authorized to spend allowances. 
 
Quantity allowances are also often addressed 
in Section 01 22 00, Unit Prices, and some 
specifiers also indicate lump sum bid/pay 
items in Section 01 22 00.  When language 
on allowances is included in Section 
01 22 00, it should be well-coordinated with the allowances indicated in the Bid Form, the 
Agreement, and Section 01 21 00, Allowances.  To reduce the potential for conflicts in the 
construction documents, allowance amounts should optimally be indicated in as few locations 
as possible. 
 
In individual specification sections in Divisions 02-49 affected by an allowance, CSI 
SectionFormat® allocates a provision on allowances in “Part 1 - General”, under the article, 
“Price and Payment Procedures”, to include [bracketed text below was added in this article for 
clarity]: 

“List products and work included in the section that is covered by quantity allowances or cash [allowance] 
amounts. State the actual quantity or cash [allowance] amounts in Division 01 [Section 01 21 00, 
Allowances]. Descriptions of products and execution may be included in the appropriate Articles of Part 2 
and Part 3 [of this section], and should provide information affecting the cost of the work not included 
under the allowance, e.g., generic types or sizes affecting installation.” 
 

In general, allowances for a particular work item, such as cash allowances and quantity 
allowances, require greater efforts for proper coordination in the construction documents, 
although even contingency allowances require attention in drafting in properly-written, well-
coordinated construction documents.  
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Using Allowances on a Project 
 
The design professional or specifier should never take it upon themselves to include any 
allowance in the proposed construction contract without the express knowledge, consent, and 
direction of the owner.  The advantages and drawbacks of allowances should be discussed 
during the design stage and the owner’s direction should be documented in writing.   
 
For public owners, it may be advisable to discuss the matter with, and obtain approval of, the 
owner’s elected officials (such as a city council or school board), because some elected officials 
may view allowances as reducing their ability to control the public entity’s expenditures.   
 
Allowances often provide a powerful and convenient means for an owner to quickly authorize 
certain changes or selections in the work, without having to wait for a board or elected officials 
to convene and take up the matter in a scheduled meeting.  Thus, judicious use of allowances 
may reduce the potential for certain delay claims, by enabling the owner to respond quickly. 
 
Although they are useful, allowances are monetary amounts only.  Depending on when during 
the construction stage use of an allowance is authorized, changes so authorized could 
potentially affect the contractor’s ability to comply with the contract times.  Allowances cannot 
change the contract times, which can be modified typically only via a change order. 
 
A drawback of including allowances—particularly excessive allowance amounts—is that they 
drive up the price ultimately paid by the owner due to the associated increases in the cost of the 
contract bonds, such as a performance bond and payment bond, when such bonds are 
required.  Because allowances are part of the contract price, they also increase the cost paid for 
builder’s risk insurance. 
 
At the end of the project, unused allowance amounts, if any, are to be credited back to the 
owner via a change order.  This is often done via a final change order, which also reduces the 
contract’s quantities of all unit price items, if any, to match the quantities actually used. 
 
Conclusions 
 
While allowances can be useful tools for efficiently managing changes and materials selection in 
a project, their fair, effective use is less-well understood by owners, design professionals, and 
specifiers.  Proper use of allowances should be done with the full knowledge and consent of the 
owner—who should have sole authority to authorize their use—and must be done recognizing 
the intended use and limitations of each type of allowance.  For clarity and to reduce the 
potential for conflicts and misunderstandings, allowances should be properly and clearly 
indicated at the locations in the construction documents as recommended by CSI. 
 
 

Text © 2018 by Kevin O’Beirne 
The opinions expressed herein are the views of the author alone and should not be attributed to any other individual or entity 
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Managing the Risk of Going Shopping 
How to Employ Alternates in Construction Documents 

by Kevin O’Beirne, PE 
 
 
Most folks go shopping without 100 percent certainty of the cost of what they intend to 
purchase.  A person heading for the store to buy multiple items, such as groceries, with a finite 
amount of money probably has a prioritized mental list of their needs.  Easy-peasy, right? 

 
The same logic applies to a project owner and design 
professionals preparing construction documents for bidding.  
The owner has a financial budget, but pricing uncertainties 
often means that owners may not be able to afford everything 
they want.  Alternates in construction documents are one way 
for the owner to deal with pricing uncertainties and a finite 
budget. 
 
Alternates are one of the most commonly-used concepts in 
construction documents; however, they are also among the 
least-understood concepts, and have real potential to get the 
owner and design professional into hot water—especially 
when the project is for a public owner. 

 
This article defines what’s meant by an “alternate”, summarizes where in a set of construction 
documents alternates are indicated, and presents the risks and associated mitigation measures 
for specifying and using alternates in procuring the services of a construction contractor. 
 
What are “Alternates” in Construction Documents? 
 
Alternates are a means for the project owner to defer certain decisions on the project’s scope or 
quality until after pricing is obtained from prospective contractors, and to ensure the project can 
be constructed within the owner’s available funds. 
 
An alternate is a defined portion of the construction contract work that is priced separately and 
thus provides options for the owner in determining the final scope of the project after pricing is 
received.  Alternates present the owner with a choice between different products or define the 
addition or deletion of portions of the work.  On design-bid-build (D-B-B) projects and 
competitively bid projects using the construction manager as advisor (CMa) delivery method—
which are the focus of this article—alternates allow the owner certain leeway to adjust the extent 
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or quality of the work, after the project is bid and prior to the signing of the construction contract, 
based on the alternates bid and the owner’s priorities. 
 
At their basic level, alternates are typically indicated as separate bid items on the project’s bid 
form.  The basic work that the owner fully intends to award, assuming the contract is awarded at 
all, is under one or more bid items that collectively are termed, “the base bid”.  The optional 
work, which may or may not be awarded depending on the pricing received, are in one or more 
“alternate bid items”.  Alternate bid items may be additive (additions to the project) or deductive 
(subtracting from the project’s scope or quality). 
 
Risks Associated with Using Alternates 
 
The principal risk associated with using alternates is associated with bidding and awarding the 
contract.  The risk increases significantly in public work, where laws and regulations may entitle 
a bidder or another entity with a substantive interest in the project’s award (such as a 
prospective subcontractor or supplier), or a concerned taxpayer or ratepayer, to file a bid 
protest.  In this writer’s experience, projects with multiple alternates are those most-likely to 
result in a bid protest.  This is because unclear provisions, in the project’s Instructions to 

Bidders have strong potential for subjectivity in how 
the bids will be evaluated and the contract awarded. 
 
Bid protests can take several guises.  In public 
work, the form of bid protest of greatest concern is 
when an aggrieved entity—often, but not always, a 
bidder who will apparently not be awarded the 
contract—files a formal complaint with a court of 
competent jurisdiction.  Such action is a serious 
matter indeed. 

 
Other types of “bid protests” may be a letter of protest to the owner’s chief elected official, such 
as a mayor or county executive, or a senior appointed official such as a school district 
superintendent or municipal director of public works, or a written complaint regarding the bid 
outcome to the owner’s procurement director, project personnel or the design professional.   
 
Statutes will govern what type of person or entity can submit a formal bid protest on public work 
but, of course, anyone can submit a letter complaining about the bidding procedures or the 
intended award.  None of the various types of bid protests should be taken lightly and, if 
received only by the design professional, should be immediately forwarded to the owner with a 
recommendation for the owner to promptly consult with the owner’s legal counsel.  Resolving 
bid protests is rarely an express obligation of the design professional under its professional 
services agreement with the owner. 
 
A bid protest can result in delays in the project, legal and other fees incurred by the owner, 
rebidding and its associated costs, embarrassment—particularly when the bid protest makes it 
into local news media—and even overturning of a public owner’s decision to award the contract.  
Thus, bid protests should be of concern to any public owner and its design professional, and 
even to private owners that engage in competitive bidding. 
 
As discussed in greater detail later in this article, employing clearly-written, objective criteria for 
evaluating bids with alternates and for awarding the contract can significantly mitigate the risk of 
a bid protest. 
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Another risk associated with using alternates is their increased potential for construction stage 
change orders, claims, and disputes when the scope of the alternate bid/pay items is not 
well-defined.  Disagreements between the parties and design professional about whether 
certain work was in the base bid or in an alternate item are, unfortunately, relatively common.  
This risk, however, can be mitigated by employing clear language in the specifications and, 
where necessary, appropriate indication on the drawings; such matters are discussed later in 
this article. 
 
The final, common risk associated with using alternates is 
that of multiple, lump sum bid items.  More lump sum 
items means greater uncertainty for bidders about where to 
include certain costs, increased potential of omitting costs 
(thus increasing the potential for construction stage changes, 
claims, and disputes for the contractor to make up the 
shortfall), and increased potential for unbalanced bids—
particularly in the common situation of a bidder struggling, at 
the last minute prior to submitting the bid, to apportion costs 
among many lump sum bid items, some of which may or may not ultimately be awarded.  The 
latter is of concern when alternates are used, because an incorrect, last-minute cost-
apportionment by the bidder could result in the costs going into an alternate item that is not 
awarded, thus causing the contractor a financial hardship during construction. 
 
Recommendations for mitigating these risks are presented in the final section of this article. 
 
Location of Requirements for Alternates 
 
When used, alternates must be coordinated in the following places in the project’s bidding 
documents:  
 
1. Instructions to Bidders – The Instructions to Bidders should include language that sets 

forth a method of evaluating alternates.  In public work, to reduce the potential for a bid 
protest, it is critical that the Instructions to Bidders indicate a process for objectively 
determining the apparent low bidder, to whom the contract will be awarded. 

The Instructions to Bidders should also indicate whether submitting a price for each 
alternate bid item is mandatory or optional.  The 
ability to objectively evaluate all the bids on an 
“apples to apples” basis is severely diminished 
when alternates are optional. 
 

2. Bid Form – The item(s) of the base bid and all 
alternate bid items are set forth in the Bid Form.  
The only standard bid form published by a widely-
accepted, non-profit, professional organization is 
EJCDC® C-410, Bid Form for Construction 
Contracts, which includes sample language for 
indicating alternate bid items.  The base bid and alternate bid items should be clearly 
identified in the Bid Form’s pricing schedule and closely coordinated with the Agreement 
and Division 01 specifications.  For increased objectivity in evaluating bids with alternates, 
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the alternate bid items should be indicated on the Bid Form in priority order, as further 
discussed in the final section of this article.  
 

3. Owner-Contractor Agreement – The construction contract price is indicated in the 
Agreement, typically with apportionment among the various bid/pay items.  Thus, the 
schedule of bid/pay items in the Agreement must be consistent with the bid items presented 
in the Bid Form.  When the Agreement is finalized after the bid opening and prior to the 
signing of the contract, the awarded alternate items must be included, and any alternates 
not awarded must be omitted from the signed Agreement. 

Sometimes, when the contract will have numerous bid/pay items, to avoid retyping 
(transcribing) all the prices for each item into the Agreement, the pricing schedule (only) 
from the Bid Form is attached as an exhibit to the Agreement.  When this is done, any 
alternate items that were not awarded must be clearly and unambiguously stricken.  This 
author has done this using a substantial, dark marker to make a very-large “X” through each 
alternate item not awarded and marking his initials and the date next to each. 

Regardless, of whether the awarded bid/pay items 
are indicated directly in the Agreement or on the Bid 
Form’s pricing schedule included as an exhibit to 
the Agreement, the total contract price of the base 
bid plus all awarded alternates, must be 
mathematically correct before the Agreement is 
signed by the parties.  This is critically important. 
 

4. Specifications Section 01 23 00, Alternates – CSI 
MasterFormat® assigns Section “01 23 00, 
Alternates”, and indicates that this section, “Includes: administrative and procedural 
requirements for alternate bids or proposals. Includes submission and acceptance 
procedures.  May Include: list and description of each alternate.”     

While EJCDC® C-200—2013 (and 2018), Instructions to Bidders for Construction Contracts, 
includes model language on whether alternates are mandatory or optional, and how bids 
with alternates will be evaluated as the basis for award, AIA® A701TM—1997, Instructions to 
Bidders, does not, thus explaining why MasterFormat includes the language quoted in the 
paragraph immediately above, prior to “May Include”.  When using EJCDC C-200—2013 (or 
2018), the most-appropriate use for Section 01 23 00 is for listing and indicating the 
differences between the various alternate bid/pay items and the base bid.  Section 01 23 00 
is an appropriate location to indicate the limits of alternates that encompass work under 
more than one specifications section. 

If the alternates are clearly defined by clear titling in the Bid Form and Agreement, then 
Section 01 23 00 may be unnecessary when used in conjunction with EJCDC C-200—2013 
(or 2018).  The key is that the extent and limits of each alternate must be clearly designated. 
 

5. Specifications Section 01 22 00, Unit Prices – CSI MasterFormat indicates that this 
section “Includes: administrative and procedural requirements for unit prices and 
measurement and payment.  May Include: list and description of unit price items.”  Some 
design professionals and owners also use Section 01 22 00 to indicate lump sum items as 
well.  When Section 01 22 00 is used and lists the bid/pay items, it must be closely 
coordinated with the bid/pay items in the Bid Form and the Agreement, and with Section 
01 23 00, Alternates (when used).  A lack of coordination among these various documents 
has substantial potential for adverse consequences.  Specifiers are well advised to comply 
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with CSI’s axiom of, “Indicate it once and in the right place,” the extent possible or, at the 
very least, “Indicate in as few, appropriate places as possible.” 
 

6. Specification Section(s) in Divisions 02-49 where Alternates are Specified – CSI 
SectionFormat® presents a suggested format for organizing the information presented in a 
specifications section.  Under “Part 1 – General”, SectionFormat allocates a provision for 
describing alternates for the work results indicated in that section.  For such provision 
SectionFormat advises,  

“List products or work of the section that are to be included as an alternate... or 
portion of an alternate... Do not attempt to describe the effect of project alternates… 
involving complex circumstances or physical configurations (such as a new building 
addition) on the work of each section. Complete technical information about 
alternate/alternative materials or methods should be included in appropriate Articles 
of Part 2 and Part 3 [of the same section].”  

Because it is somewhat rare that the administrative and procedural requirements for an 
alternate are confined solely to one specifications section, this provision of “Part 1 – 
General” is probably rarely used.  Nevertheless, it is available to specifiers when work 
results for an alternate are associated with a single specifications section.  When the “Part 1 
– General” provision on alternates is used, it must be closely coordinated with Section 
01 23 00, Alternate (when used), Section 01 22 00, Unit Prices (when used for listing the 
bid/pay items), and the alternate items indicated in the Bid Form and Agreement.  

 
Managing the Risk of Using Alternates 
 
Using alternates successfully with minimal risk to all parties can be challenging; many owners, 
engineers, and architects may not fully appreciate the extent of the risks and best practices for 

mitigating them.  As discussed earlier in this article, the 
principal risks of using alternates are: (1) increased 
potential for bid protests due to subjective award criteria; 
(2) increased potential for changes, claims, and disputes 
during construction due to unclear scope for each 
alternate; and (3) increased risk of unbalanced pricing 
among bid/pay items due to multiple lump sum items.  
Mitigation measures for each are presented below. 

 
Risk for Changes, Claims, and Disputes due to Lack of Clarity in Scope of Each 
Alternate: This risk is best managed by preparing clear, concise, complete, and correct bidding 
documents that unambiguously show and indicate the limits and extent of each alternate item.  
On the drawings, it may be necessary to expressly show the limits of base bid and alternate 
work, or the boundaries between separate alternates.  Each alternate item should be clearly 
titled, and its extent and requirements fully set forth in Section 01 23 00, Alternates (when 
used), “Part 1 – General” of the associated Division 02-49 specifications sections, and 
elsewhere in the proposed construction contract documents. 
 
Risk for Unbalanced Pricing due to Multiple Items: Using an excessive number of alternate 
and base bid items should typically be avoided, because it unnecessarily complicates the 
bidding process.  Fewer lump sum items will make it easier for bidders assembling their final 
pricing in the last hours before the bids are due; owners and design professionals should realize 
that many subcontractor bids and supplier quotes are not transmitted to the prime contract’s 
bidders until only a few hours before the prime contract bids are due.  This often results in a 
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frantic, last minute apportionment of costs among the prime 
contract’s multiple bid items, thus significantly increasing the 
potential for unbalanced bids and omissions in pricing. 

Where owners or design professionals are tempted to divide the 
work into multiple lump sums (particularly in the base bid), they 
should consider that multiple lump sums typically do not assist 
in evaluating the bids, and the owner and design professional 
will receive a significantly more-detailed breakdown of the 
contract price—called “the schedule of values”—shortly after 
the construction contract is signed and effective. 
 
When multiple alternates are necessary, using multiple lump 
sums is unavoidable.  However, where possible, the owner and 
design professional should give every consideration to reducing the number of lump sum items 
to the extent possible, which will correspondingly reduce the potential for unbalanced pricing in 
the bids. 
 
Risk of Bid Protest due to Subjective Award Criteria: To reduce the potential for bid 
protests, especially on public work, the bidding documents should establish clear, objective 
criteria by which the bids will be evaluated and the basis for awarding the contract.  When 
subjectivity is introduced into the process, the potential for bid protests increases. 
 
Alternates may be additive to or deductive (i.e., subtractions) from the base bid.  To simplify the 
procedure for objectively determining the apparent low bidder, all alternates for a given contract 
should be either all-additive or all-deductive.  It is much 
more difficult to objectively determine the apparent low 
bidder with multiple alternate bid items when some are 
additive and some deductive. 
 
The Instructions to Bidders should include language that 
sets forth a method of evaluating alternates to objectively 
determine the apparent low bidder (i.e., the bidder to 
whom the contract will likely be awarded).  Example 
language is provided in EJCDC® C-200—2013 (and 2018) 
in Paragraphs 14.01 (second version) and 19.03.  The 
model language of Paragraph 19.03, applicable to alternates, is copied below.  The model 
language is predicated on all alternates being additive: 

19.03 Evaluation of Bids 

A. In evaluating Bids, Owner will consider whether or not the Bids comply with the 
prescribed requirements, and such alternates, unit prices, and other data, as may 
be requested in the Bid Form or prior to the Notice of Award. 

B. In the comparison of Bids, alternates will be applied in the same order of priority 
as listed in the Bid Form. To determine the Bid prices for purposes of comparison, 
Owner shall announce  to all bidders a “Base Bid plus alternates” budget after 
receiving all Bids, but prior to opening them. For comparison purposes alternates 
will be accepted, following the order of priority established in the Bid Form, until 
doing  so would  cause  the budget  to be exceeded. After determination of  the 
Successful Bidder based on this comparative process and on the responsiveness, 
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responsibility, and other factors set forth in these Instructions, the award may be 
made to said Successful Bidder on its base Bid and any combination of its additive 
alternate Bids for which Owner determines funds will be available at the time of 
award. 

 
Note carefully the language copied above in Paragraph 19.03.B and in Paragraph 14.01 (second) 
of EJCDC C-200—2013 (and 2018), both of which state that alternates will be considered in the 
order of priority listed on the Bid Form.  This means that the first or “A” alternate is the one most-
desired by the owner and that the remaining alternates each have a correspondingly lower priority.  
When written for deductive alternates, the order of priority changes and the first or “A” alternate 
should be the alternate least-desired by the owner.  This prioritization of the alternate items in the 
Bid Form is critical to successful use of EJCDC C-200’s model language. 
 

EJCC C-200’s model language presented above used by several 
federal agencies and has been challenged via bid protests and 
upheld by several boards of contract appeals.  It represents the 
fairest method of determining the apparent low bidder that has been 
reviewed by this author.   
 
When followed precisely—including the owner's announcement of 
the funds available for the work (usually just prior to opening the 
bids)—any bidder asserting an aggrieved status will have little basis 
to challenge an award with a claim that the owner manipulated the 
order of the bidders by a post-bid selection of specific alternates or 

a post-bid determination of the order in which the alternates are selected. 
. 
AIA A701—1997, Instructions to Bidders, covers alternates at Sections 1.6 and 5.3.2.  However, 
because AIA documents are often used for privately-funded projects where the owner can award 
the contract as the owner sees fit, the provisions of AIA A701—1997 on evaluating alternate bid 
items is very short and essentially allows the owner to award the contract at the owner sees fit.  
Use of such a provision on a publicly-funded project may increase the potential for a bid protest. 
 
Some owners or design professionals may resist indicating the alternates in a priority order in the 
Bid Form.  A commonly-heard objection is, “But we want the freedom to award whichever alternate 
items we want once we see all the bidders’ prices.”  While on the surface such a desire is 
understandable, allowing the owner to pick and choose among multiple alternate items, as if 
ordering from a menu in a restaurant, increases the potential for a bid protest and the risk of the 
design professional being criticized or even held responsible for drafting or endorsing that 
approach. 
 
The “menu” approach of selecting the alternates to award after the bidders have laid all their cards 
on the table means that a canny (or perhaps unscrupulous) public owner could potentially 
manipulate the selection of the alternates to award the contract to the bidder most-preferred by 
the owner.  It could be argued that such an approach subverts the public contracting process by 
introducing significant subjectivity into the process of evaluating bids for the purpose of awarding 
the contract.  Through the “menu” approach, it’s quite possible that one bidder could have the low 
bid through selection of certain alternates, while another bidder has the low bid when another 
combination of alternates is selected for award. 
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While owners and design professionals may prefer the “menu” approach to allow greater latitude 
in awarding the scope of the project, in reality, the objective process set forth in EJCDC C-200 
Paragraph 19.03 is merely to identify the lowest-priced bid for purposes of awarding the contract.  
Following the signing of the contract, the parties are free to sign change orders that modify the 
scope, price, and time of the work as mutually agreeable.  Thus, by using EJCDC C-200’s 
suggested language and procedure, the owner is not locked in to implementing a certain scope.  
Rather, the process is intended only to objectively identify the lowest-priced bid.  
 
Conclusions 
 
Although alternates are quite common in construction documents, their use comes with 
significant attendant risk to the owner and its design professional, especially in public work.  To 
reduce the potential for such risks, (1) clear definition of the scope of alternates and base bid 
items is necessary; (2) reducing the number of lump sum bid items to the minimum possible is 
advisable; and (3) including in the bidding documents requirements for objective bid evaluation 
and contract award—and following through with implementing the procedures during the bid 
opening and award—is critical.  The risk mitigation approaches presented in this article should 
help owners and design professionals to obtain appropriate pricing for alternates with minimal 
associated risk. 
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