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A schedule of values (SOV) is an itemized list of each activity required to complete the scope of work on a construction project, along with the corresponding costs or values. The SOV serves as a complete representation of the project, detailing all the elements and activities from construction kickoff to closeout. The values in the SOV reflect the payment that the contractor is entitled to receive upon the completion of each work component, and when summed up, should match the total agreed-upon contract amount. 
A schedule of values is a valuable management tool that aids in financial control, payment management, project monitoring and documentation. A well-crafted SOV promotes effective communication, transparency and informed decision-making between all project stakeholders. At its core, the SOV serves as a roadmap that guides the financial management and progress of the entire construction project.
In this article we break the schedule of values down, explaining how it is created, the different components, SOV templates and practical application for cost and progress management. Whether you’re an experienced project owner or general contractor or new to the industry, we’ll explore everything you need to know about the schedule of values and how to use it effectively for successful financial management and project delivery.
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SOV Basics
The schedule of values (or SOV) offers a comprehensive breakdown of the various tasks or scopes associated with a construction project, along with their respective costs or values. When these individual amounts are summed up, they equate to the total contract value of the entire project. The SOV serves as a fundamental tool for progress billing and change orders and plays a crucial role in monitoring the progress of completed work in comparison to the planned work.
For project owners, the SOV provides transparency and accountability in regards to project costs and financials. It gives them insight into how the total contract amount is being allocated to different work items or scopes. 
A well-defined SOV fosters transparent payment practices as it explicitly states the assigned value for each work item. This clarity empowers owners to make payments to contractors in accordance with the percentage of completed work, ensuring fairness in the payment process. 
In addition, by referring to the SOV, owners can monitor the progress of work and compare it against the planned schedule. This allows them to identify potential delays or deviations and take proactive measures to mitigate risks and keep the project on track.
A well-crafted SOV also serves as a valuable tool for contractors to manage their projects efficiently and ensure financial stability. It is an overarching guide of the work to be completed and corresponding payment milestones. The SOV acts as the foundation for billing, outlining steady and consistent cash flow for the contractor throughout construction as the project progresses to subsequent stages. In addition, a well-organized SOV facilitates effective resource planning and allocation, promoting optimal utilization of labor, materials and equipment. 
Broadly speaking, the schedule of values serves as the foundation for budgeting a project. However, in the day-to-day operations of delivering a construction project, it provides the fundamental framework for monitoring project progress and managing invoicing.
How to Create a Schedule of Values
Prior to construction kickoff, the general contractor is typically responsible for creating the schedule of values. This process lays the foundation for the project’s execution. By outlining all the essential steps involved, the general contractor develops a roadmap to reference and navigate the construction stage effectively and efficiently.
The contractor develops the SOV based on the total contract sum and the scope of work specified in the contract. The entire scope is broken down into individual tasks or deliverables and then assigned a corresponding value (i.e. scheduled value). These values include both direct and indirect costs.
The contractor submits a “pencil draft”, or preliminary version of the SOV, to the project owner, and sometimes the architect and owner’s representative. The project owner reviews the SOV to ensure that there is a clear alignment between their understanding of the cost breakdown and timelines and that of the contractor. 
The owner provides feedback, requests adjustments and asks for further clarification on the cost breakdown. Together the contractor and owner finalize the schedule of values, creating the foundation for pay applications, change orders and tracking project progress. This collaborative process fosters transparency and mutual understanding between the project owner and contractor, facilitating a clear comprehension of the project's financial aspects, schedule and milestones. 
What to Include in a SOV
Here’s a breakdown of the components included in the schedule of values, typically seen as columns, from left to right.  
	Component
	Description

	Project Information
	This section, usually located in the header, provides high-level information about the project including the project name, project number, project address and the contractor firm name. 

	Item Number
	Each line item is assigned an item number, which represents a specific work activity or task involved in the construction project. Line items are numbered sequentially and are assigned a corresponding description that clearly identifies the scope of work. The totality of these items represents the entire scope of work. 

	Description of the Work 
	A detailed description of the work to be performed.  

	Scheduled Value
	The associated estimated cost of each work item or task. The total amount represents the payment amount due to the contractor upon completion.

	Start and End Date
	The scheduled start and end dates for each task. These values are used when establishing the project schedule and for tracking project progress.

	Work Completed
	The amount of work completed for each line item including:The total dollar amount of work that was listed as completed in previous pay applicationsThe dollar amount of work completed in the current period (essentially all completed work that was not captured in any previous pay applications)

	Stored Materials
	The cost of materials purchased but not yet used on the construction project. Serves as a mechanism for contractors to recover the costs of purchasing and storing materials. This number does not include the value of materials accounted for in the work completed. 

	Total Completed + Stored-to-Date
	The total dollar amount of the work completed and materials stored for each work task. 

	Percent Complete
	The percent of work complete for each line item or task. It represents the progress made on each individual work activity or component.  

	Balance to Finish
	The value of work still remaining until the work task is complete. 

	Retainage
	The portion of each progress payment that is withheld until the completion of the project to ensure the contractor fulfills all contractual obligations. The percentage typically ranges between 5-10%. This is applied to the scheduled value of each work task to calculate the corresponding retainage dollar amount. 

	Total Cost
	The cumulative value of all individual tasks, which should precisely match the total project cost. This provides a comprehensive overview of the project's overall financials.


Schedule of Values Template
Many contractors utilize templates to generate their schedule of values on construction projects. Two commonly used templates are the AIA G703 Continuation Sheet and ConsensusDocs 293: Schedule of Values. 
On projects using AIA or ConsensusDocs contract documents, contractors should use the corresponding appropriate forms for the schedule of values. 
However, for projects where a specific form is not required, this schedule of values template based on the AIA Continuation Sheet, is another option. 
FREE DOWNLOAD
Schedule of Values Template
Owners use a schedule of values to assist with payment management, project monitoring and financial documentation. Download and customize this free template to track projects costs and values throughout a project.
· Customizable to project needs
· Ready-to-use
· Made by and for construction professionals
Download Free Template
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How the Schedule of Values is Used
The schedule of values is a vital tool used on construction projects for a variety of reasons including the following: 
Payment management
The SOV serves as the basis for contractors to request and receive payments for completed work, also known as progress billing or payment applications. It outlines the value assigned to each work item, enabling contractors to track their payment entitlements and ensure fair compensation for the work they have performed. This also enables owners to easily verify the accuracy of payment requests. 
Project progress tracking
The SOV aids in monitoring the progress of work against the planned schedule. By comparing the actual completion of work to the scheduled values specified in the SOV, contractors can evaluate their productivity, detect any delays and implement corrective measures to keep the project on track. Simultaneously, the SOV empowers project owners to monitor project progress and assess contractor performance. It allows them to identify deficiencies, delays or potential issues and take prompt actions to address them effectively.
Financial planning and cash flow management
The SOV serves as a crucial tool for both project owners and contractors in terms of financial planning. For project owners, it provides valuable insights into the expected billing for each period, aiding in budgeting and management of high-level finances. For contractors, by referring to the SOV, they are able to effectively manage their cash flow as it enables them to anticipate and plan around the predetermined payment timelines.
Resource and manpower management
Similar to the SOV providing an understanding of the project’s progress, the SOV allows contractors to estimate the resource requirements for each work item or phase. By understanding the scope and complexity of the tasks outlined in the SOV, contractors are able to determine the appropriate level of resources needed, including the number of workers, specific skills required, equipment specifications and material quantities. The SOV also helps contractors create a detailed project schedule, which ensures that resources are allocated at the right time and in the correct sequence to meet project milestones and deadlines.
Conflict resolution and contractual compliance
Incorporated into the contract, the SOV provides a clear and transparent breakdown of the agreed-upon project scope and values, establishing an objective reference point for all project stakeholders. By referring to the SOV, all parties possess a shared understanding of the financial and other aspects of the project, which can help foster constructive dialogue and aid in finding mutually acceptable resolutions.  
Change order management
The SOV establishes a structured framework for effectively evaluating and managing changes to the project scope. It serves as a comprehensive record of the project's original scope, enabling efficient tracking and communication of any modifications. This ensures that all involved parties possess a clear understanding of the adjustments made and the subsequent impact on costs, promoting transparency and effective change order management.
Cost control
The SOV assists in cost control as it provides a detailed breakdown of the project's cost structure, including the anticipated costs for each work item or phase. This allows contractors to monitor and manage their expenses effectively. By tracking the costs associated with each work item, contractors can identify potential budget overruns, make informed decisions and implement cost-saving measures as needed. This, in turn, also provides owners with a comprehensive overview of costs and allows them to monitor that the project stays within the defined budget. 
Common Mistakes
When creating a schedule of values, several common mistakes often occur. Here are a few of them to watch out for, and the negative impacts that often result.  
Frontloading
Contractors “front-load” the SOV so that a disproportionate amount of the contract value and associated payments are allocated to the early work of the project. This is achieved by artificially inflating the value of the work in the beginning stages of the project while reducing the value of tasks that occur later on. 
While frontloading improves the contractor's cash flow, it may pose risks in the later stages of the project if the work is not delivered as expected. 
Lack of specificity
The SOV should provide sufficient detail for each item to avoid any ambiguity. Vague or generalized descriptions can lead to misunderstandings, disputes and potential change orders during later project stages. 
For example, simply labeling a task as “Electrical Work” does not specify what specific electrical tasks or components are included in that scope of work. By breaking down the category of "Electrical Work" into the specific requirements and deliverables, each component can be accurately measured and billed accordingly. 
This detailed itemization allows for precise tracking of the work performed, ensuring transparency and facilitating accurate invoicing.
Inaccurate & inconsistent cost estimation
One of the primary purposes of the SOV is to assign prices or values to each item or task. Mistakes often occur when pricing items due to using outdated or incorrect rates, inconsistent pricing methods or failing to account for all the costs or work associated with an item. This can result in budget overruns or shortfalls. 
Overlooking indirect costs
The SOV aims to encompass all costs related to a construction project, including both direct and indirect expenses. Failure to adequately consider or incorporate indirect costs in the SOV can result in an incomplete financial picture. 
This can lead to inaccurate representation of the project's total costs, potentially resulting in inadequate budgeting or underestimation of overall expenses. Such oversights not only impact cash flow management and the availability of funds for essential project activities and expenses, but they can also have a significant effect on the project's profitability.
Not incorporating changes
Failing to update the schedule of values to include approved change orders can cause discrepancies in the payment schedule as well as misunderstandings regarding scope which can lead to disputes over additional costs and work.
Insufficient review and negotiation
Failure to conduct a comprehensive review and negotiation of the SOV can result in disputes later on. It is essential that both the project owner and the general contractor reach a mutual agreement on the contents of the SOV before kicking off construction.
Disregarding contractual requirements
Not aligning the schedule of values with the specific contractual requirements can also result in cost overruns, non-compliance and potential legal issues.
Schedule of Values Example
Let’s examine how a SOV works in the case of a hypothetical construction project.
Project Background
Greene Construction, a national commercial general contractor, was awarded a contract for the new Hilltop Airport, a $775 million new airport. The project is complex with multiple phases and different buildings and structures as well as the large number of speciality contractors needed to complete the work. As the client, the Port relies on Greene Construction’s depth of experience and construction expertise to create the schedule of values in order to track the project's billing and progress as well as effectively manage all financial aspects. 
Creating the Schedule of Values
As Greene Construction is a larger general contractor, the creation of the schedule of values is a combined effort of the project manager and the estimating team. In practice, this collaboration is vital to the creation of a well-crafted SOV. The project manager provides the necessary project-specific information, oversees the SOV's development and ensures that it aligns with the overall project strategy and requirements. The estimating team provides the technical expertise in cost estimation and precise breakdown of the project's expenses.
Design and specification review
Greene’s team reviews the architectural drawings and project specifications, analyzing the scope of work involved in constructing the new airport. With a clear and detailed understanding of the project's scope, the team begins the process of itemizing the tasks into separate line items for the SOV. This breakdown aligns with CSI divisions.
Next, the team estimates the required quantities and costs for each line item based on their expertise and historical data from similar projects.The estimating team consults market rates, supplier and specialty contractor quotes and recent cost data to determine the unit prices for the materials and services involved. The unit prices are then multiplied by the estimated quantities to calculate the total value of each line item. 
Confirm SOV accuracy
Once the team completes the breakdown and calculations, they review and verify the SOV's accuracy and completeness. They cross-check their estimates and scrutinize the descriptions of work to ensure clarity and consistency. The project manager consults with the superintendent to create start and end dates of each line item or task. The project manager also ensures that the SOV adheres to the project's contractual requirements and is aligned with the client's expectations.
Greene Construction, representing the initial or preliminary version before formal approval and finalization. The owner carefully examines each line item, seeks clarifications when items are unclear, and discusses any necessary revisions with the contractor. Together, they reach an agreement on the final SOV, including the breakdown of costs and quantities, making any adjustments or additions as needed.  
Benefits Realized During the Project
Throughout construction, the SOV benefits Greene Construction and the project owner in several ways:
· Progress Billing: The SOV allows Greene Construction to easily bill for completed work items or tasks. This allows the general contractor to manage their cash flow, track pay applications and pay their subcontractors for the work they completed in a timely manner. 
· Progress Tracking: The SOV plays a vital role in monitoring the project’s progress. When scopes of work are delayed or behind schedule, the SOV clearly highlights the disparity between the planned and actual completion of the work. With this clarity, Greene Construction is promptly able to take necessary measures to rectify the situation and bring the project back on schedule.
· Change Order Management: In the event that the project owner opts to add additional scope to the project, Greene Construction efficiently computes the additional costs, presents the change order to the owner and subsequently updates the SOV to accurately reflect the modifications made.
By leveraging the schedule of values throughout the project, Greene Construction successfully delivered this large-scale construction project. Hilltop Airport, the owner, valued the transparency and financial control enabled by the meticulously crafted and diligently maintained schedule of values, which further cultivated trust and respect between both parties. 
Additionally, Green Construction effectively utilized the schedule of values to manage their cash flow, allocate resources efficiently and closely monitor project progress. 
Using Technology to Create and Manage an SOV
The integration of technology into construction processes continues to streamline tasks, improve accuracy and facilitate enhanced collaboration.
In regards to creating and managing the schedule of values, utilizing technology provides several advantages, including:
· Automation: Several project management and estimating software are able to automatically create an SOV based on the project’s budget. These preliminary SOV drafts can be reviewed and refined but overall reduce administrative burden and possibility of error. 
· Real-time updates: Cloud-based systems allow project owners, general contractors and speciality contractors to all access the same document simultaneously, ensuring all parties are up-to-date on the most current version. This helps facilitate greater collaboration and community and increase operational efficiency. 
· Progress tracking: With different project management software, it is easier to track the progress of each line item in the SOV, automatically updating completion percentages and facilitating accurate progress billings. 
· Integration with billing software: Linking the SOV to billing and payment digital progress can help to streamline these processes. The integration streamlines the entire procedure, expediting payment release for completed work milestones. Additionally, it ensures adherence to the specific invoicing procedures required before authorizing payments.
Promotes communication and transparency: Creating a digital SOV enables all project stakeholders to easily access and exchange current information, fostering a shared understanding of the project's financial status and progress.
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For general contractors, getting paid requires much more than just an invoice. Before any checks are sent, contractors are asked to prove what has been completed, delivered, and more with a payment application. 
A payment application is a collection of documents requesting payment for completed work or materials in place. A pay app serves the same purpose as an invoice, but includes the additional details to handle the complexities of construction deliverables.
This article will discuss when contractors should send pay applications and what information and documents they must include to help them get paid.
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When does a contractor send a pay application?
A contractor should send a pay application according to the draw schedule laid out in the contract. Project teams often agree on monthly billing periods set on a specific monthly date.
General contractors should attempt to align the schedule of payment they've agreed to with the owners to their requirements for subcontractors.
For instance, a contractor who submits for owner payment bi-monthly wouldn't want to set a monthly or bi-weekly pay schedule with their subcontractors, or they may struggle to maintain adequate cash flow.
Why are pay applications important in construction?
Unlike invoices, pay applications involve a lot of detail, many documents, and specific forms. Rather than simply billing for a set amount of a single object, pay applications establish proof of completed work.
Risk Management
When subcontractors send pay applications to general contractors, they are fulfilling several risk-management strategies for the GCs and owners on the project. As part of the pay application, the subcontractor will include receipts for payment for laborers, suppliers and equipment suppliers, reducing the risk of liens placed on the property.
Quality Assurance and Schedule Maintenance
The documents in a pay application effectively prove that the contractor has completed the work for that section of the project and installed the proper materials. In effect, it acts as a progress report on the project.
What's included in a pay application?
Requirements for a pay application may be affected by what kind of billing method is in place for the project. For instance, a project owner using a lump-sum billing method may not request as many backup materials as for a project using progress billing.
A contractor will not usually send anything the owner hasn't explicitly asked for in a pay application — no extraneous details or additional proof of work completion — because it could set a precedent for the owner, who may expect that type of proof going forward. Contractors have to find the balance between providing all the information they need to get paid and oversharing.
Payment Application Forms
Payment application forms are the first things to include in a pay application. Which form a contractor will use will depend on the project and the contract requirements. Two of the most common standardized forms are the AIA G702 and ConsensusDocs 710.
Whichever form a contractor uses, the pay application form should include:
· Project name
· Pay application number
· Owner, architect and contractor names and contact information
· Dates included in the application
· Change order details
· Financial information, including contract total, total value of work completed so far, amount currently due and balance remaining
Besides the form, the pay application package should include a number of backup documents.
Learn more about AIA billing.
Schedule of Values
As part of the pay application, the contractor will include a schedule of values. The schedule of values (SOV) is a list of each work item that the project requires and its total cost. Contractors and owners will agree on a schedule of values when drawing up the project contract, and agree on the budget breakdown for each category of expenses.
A schedule of values might look like this:
[image: A filled out sample of a schedule of values.]
Learn more about the schedule of values and download a free template.
Daily Reports
Daily reports are logs that detail each day's work on site. They are usually written by a site manager or a superintendent. Daily reports include details from the weather on site to which workers were present, and are essential for monitoring project progress.
Supporting Documents
Supporting documents illustrate the facts presented in the pay application. They may include photos, vendor invoices, receipts and payroll and wage reports. Drawings may even be required as backup for pay applications.
Stored Materials
If the contract allows, the contractor can also request payment for materials that have been purchased but not yet installed. Owners who submit payment for stored materials may require photographic proof that the materials are safe from risks of damage or theft, and request proof that the contract has taken out insurance on the materials.
If the contract does not allow for payment on stored materials, the contractor will have to float the associated costs until the time the materials are installed on the project.
Change Orders
A contractor can include any approved and completed change orders in the pay application. The contract will set out exactly what backup materials the contractor should include, such as photos of completed work and receipts for associated material costs.
Lien Waivers
Before issuing payment, owners and general contractors may require signed lien waivers from any lower tier contractors, including conditional lien waivers for the payment expected from the current progress payment and unconditional lien waivers from payments made last billing cycle.
Can contractors negotiate pay application requirements?
Like all other elements of a construction contract, the terms surrounding pay applications are up for negotiation. The contractor may haggle to get the owner to accept fewer backup materials on pay applications, or may have to decide if the admin costs of submitting pay applications are worth the profit that will result from a project.
The GC may bend on pay application requirements if the market for subcontractors is tight. If the project requires concrete, but there are very few concrete suppliers near the project location, the GC may agree to more favorable payment terms for the sub, like more frequent billing.
Before contractors accept altered pay application terms with their subcontractors, they should check which items they're required to send in their own pay apps to the owner. Fewer details on pay applications could put everyone on higher tiers at risk — a materials supplier that didn't receive payment from a subcontractor could put a lien on a project that will impact all stakeholders up to the owner.
Stay updated on what’s happening in construction.
Subscribe to Blueprint, Procore’s free construction newsletter, to get content from industry experts delivered straight to your inbox.
Subscribe
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Challenges in Submitting Pay Applications
Pay applications are different for every project. Each owner may have unique expectations, and the working relationships between all the involved stakeholders can impact what backup documentation is required. Sometimes contractors can have a payment delayed because of a seemingly minor omission in the pay application, so it's critical to read and understand the contract to get pay apps right the first time.
Requirement Changes
Owners sometimes change their minds after a project begins, and contractors need to adapt. An owner may begin a project with one set of payment rules but decide to ask contractors for more when a pay app arrives. When that happens, it can be difficult for contractors to go back and secure all of the backup materials they need.
Open communication is vital here. Contractors should meet with owners and architects to ensure all stakeholders are on the same page with pay app requirements.
Spot Checks
Owners may have architects tour the jobsite to ensure the work included in the pay application is actually complete. If the billed work is incomplete, the architect may reject payment for that portion of work. A shared understanding of what work completion means to everyone involved can help stave off any delays.
Understanding Expectations
We recently had a project with an architect who was very particular about how things were done. When he inspected the work completed on site, the question wasn't about whether the work was complete but whether it was to the expected standard. 
The site staff planned to finish the details during punch, but the architect wouldn't sign off on payment until those elements were up to spec. There was a lot of back and forth that definitely delayed the project because it pushed us from getting paid, and then we had to delay in paying our subs. 
We ended up going over budget and over the schedule because of the misalignment between our expectations and the architect's. 
The due diligence we could have taken was to better understand what work complete meant for that architect. 
Relationship Matters
Owners who have a strong relationship with their contractors may require less proof of the completed work than those who haven't worked with their contractors before. Establishing trustworthiness and open communication can help smooth owner/contractor relationships.
Trickle-Down Effects of Nonpayment
When an owner or architect rejects a portion of a contractor's pay application, the impact may have an impact on the lower-tier contractor as well.
For instance, if a GC agreed to pay a sub for some work that was partially completed but the architect rejected the pay application, the GC may have to hold off on paying the sub until the next payment cycle. In order to keep the project moving, the GC may pay the sub anyway but suffer the cash flow consequences.
Pay Application Success
To succeed with pay applications, contractors need to read and fully understand the requirements spelled out in the contract — that’s a bare minimum. Without that step, it’s too easy to slip up by using the wrong form or omitting documents that were specifically requested. Beyond combing through the contract, it’s essential contractors maintain open communication with all stakeholders involved in approving pay applications — not just owners, but architects, lenders and investors, too. Any one of them could turn down a pay app, which could impact the contractor’s financial health and ability to pay subcontractors.
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