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I “cost-plus”

Contract FormsUnsatisfactory
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Fig. 1—Diagram For Profit Division

as accurately as possible the estimated quantities of all the 
materials that will probably enter the construction ; provid
ing a justly-drawn clause for unclassified work and the pay
ment therefor; calling for each bidder to name a lump sum 
so much above his estimate of total cost that there is practi
cally no danger of the actual cost exceeding it, which sum 
(after modification as hereinafter indicated) shall be the 
greatest that the client can be called upon to pay for the 
completed work; naming such properly balanced unit prices 
for all the materials that, when they are applied to the 
quantities thereof given in the specifications, the sum of the 
several ensuing estimates of cost shall exactly equal the 
limit of cost set in the contract, which unit prices are to be 
adopted when computing the final payment for the entire 
work; providing a surety-company bond for the faithful per
formance of the work and guaranteeing the client against 
having to pay more than the limiting sum agreed upon (as 
finally modified) ; and adopting the following method of 

between the contractor and the client.

Method of Profit-Sharing

profit-sharing

An accurate estimate of cost of every detail of the work 
start to finish is to be kept by the contractor and 

accountant in the employ of the client, sofrom
verified 'by an . ,
that the total profit on the job may be ascertained by de
ducting this total cost from the maximum figure named in 

contractor’s tender and afterwards embodied in the con
tract (modified, however, as hereinafter described). This 

fit is to be shared between the contractor and the client 
‘ indicated in the profit diagram. It should be clearly 
understood that every direct and indirect expense to which 

contractor is put in doing the work, after the contract 
is signed, is to be included in the cost-all overhead ex- 

of every kind, plant deterioration, traveling expenses, 
salaries, excepting only that the contractor
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The client is the proper party to assume the principal 
risks inherent to the work, provided that the adverse hap
penings be really unavoidable by the contractor, and that 
the latter take every reasonable precaution against disaster 
or loss.

Principles of Satisfactory Forms
From the preceding it is evident that the “cost-plus,” the 

“lump-sum,” and the “unit-price” methods of letting 
tracts are not only faulty but also unjust to one or other 
of the two parties to the agreement; consequently, the ques
tion arises—“Is there not some method which will be just 
and fair to both?” That question, I claim, can truly be 
answered in the affirmative; and I shall now proceed to ex
plain such a method in complete detail.

Let the specifications, which should invariably be drafted 
by an engineer who is acknowledged to be an expert in the 
class of work covered in the proposed contract, be complete 
and thorough in every detail, recording all that is known 
concerning the governing conditions; pointing out all fea
tures concerning which there is any uncertainty ; tabulating

con-

CONTRACT-LETTING MADE PRACTICABLE

By Dr. J. A. L. Waddell

Consulting Engineer, Kansas City, Mo.
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