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Appendix C, Section 1 – Liquidated Damages

1.  Introduction  Liquidated Damages shall be calculated on construction contracts in accordance with requirements of DFARS 211.503. Reference FAR 11.502, which states the Government may reasonably expect to suffer damage if contract performance is delinquent.  Liquidated damages are to be calculated as a daily rate, and must be reasonable and defendable.  They are calculated on a case by case basis, and represent the probable actual damage the Government will incur if contract performance is delinquent.  The daily rate of liquidated damages is stated in the contract solicitation.  The liquidated damages rate calculation is documented to justify the daily rate used in the contract solicitation and shall be included in the contract file.  

2.  Multiple Completion Dates When your contract has separate completion dates special emphasis should be placed on developing separate liquidated damage rates for each separate completion date as appropriate.  
3.  Calculations An example of calculations performed to establish burdened labor rates for Resident and Area Office personnel is shown on Exhibit C-1-1.  The base hourly rates are marked up to account for employee benefits, overhead, and indirect costs.  Markups will vary from office to office, and are subject to change.

4.  Memorandum An example of a liquidated damages memorandum is shown on Exhibit C-1-2. 
5.  Discussion 

· Direct Field Supervision Costs – In this example, it was reasonable to assume the Resident Engineer, Project Engineer, Office Engineer, and Office Clerk would work 2, 4, 1, and 1 hour each day, respectively, on this contract.

· Cost of Transportation – The Project Engineer would drive 20 miles each day to and from the contract jobsite.  If per diem costs would be incurred for field personnel on this contract, the proper percentage of those costs would be entered here.

· Area Office Costs - In this example, it was reasonable to assume the Area Office employees would spend 5 percent of their time on this contract.  Since this contract represents about 8 percent of the total Area Office workload, the 8 percent rate is a good starting point to determine Area Office involvement.  This rate should be tempered up or down, using factors such as job complexity and User profile for the work to be performed.  Only Area office employees involved with this contract should be included.  In this example, the percentage was tempered down to 5 percent for 4 employees, and 2 percent for the Secretary.

· User – These costs should be solicited from the User.  It is extremely important that these costs are reasonable, and that adequate backup calculations are provided for User costs.
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