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recall that there is serious doubt as to the legal right of
such'coniracts. '"statTand'Îrovincial ‘laws and municipal 

charters usually call for the letting of contracts for public 
works by open competitive bidding for all work in excess 
of certain specified amounts. Also, such laws provide, al- 

without exception, that contracts shall not be made in 
of appropriations duly authorized and in 

some cases above the estimates of the engineer of the
governing Jiody. ^ firgt restriction the intent is obviously
to take advantage of competition in making sure of proper 
market nrices The second restriction is a check on total 
Estimated costs by actual bids for the work In the absence 
of preliminary bidding, work might be started when appro­
priations are insufficient for completion, or opportun ties 
might be lost for reducing costs by subsequent lettings 
through correction of misunderstandings as to construction 
procedures. Stabilization through such restrictions should 
not be abandoned unless there is a great emergency.

WATER WORKSCONTRACTS FOR 
CONSTRUCTION*

COST-PLUS

By George W. Fuller 
Consulting Engineer, New York

most. , fvp «cost-plus” form of paymentPRIOR to the great war, the cotPfidd was limited to a
L on contracts in the ,water i]t;kas a whole under this 
relatively few large Pr°Je<*s Dorations and to numerous 
type of contract for pnvat ePnterprises executed under
small unexpected features ° wPrk” ciaUses were at-
municipal contracts where . unit-price contracts,
tached to either lump-sum emergency government
During the war a the shortest possible
work which had to be P “cost-plus” form of contract,
time gave great impetus to «nt.ime-cost-plus-profit” type 
or what the British call prime co

sums in excess

The unstable condition of g causes this form of
materials now found m ma y p repeatedly for dis-
handling construction woi ..om the necessity for find-
cussion. Such discussion ie emergencies which, while not 
ing expedients to meet presen ")erjod) are nevertheless
comparable with those of 1 neriod to an extent which 
present during this reconstruction P 
perhaps is not generally recof^ '

At this time when contractors
know how to bid or ten ei °deaiers only on 
which quotations are made actual date of future
changes in price contingen ta;n jn quantity and of
deliveries, and when laboi efficiency as to output of
reduced and somewhat uncertom^^ ^ ]ook conditions
work per hour, it is obvio difficulties in trans-
squarely in the face. Add to ^ ^ thc ,QSS incident to 
portation of construction ,. , payroll for labor when
the contractor having a s»bs”‘)Pand it is readily seen 
materials to work with . fundamental principles in
that this is a time for considering t ^ would not be

at present. In the case of m be patx,hed and over­
existing works can wlt.h Pto fhat'adopted by the individual
hauled in a manner similar uge of 0ld and patched
who under present stress works betterments which
clothes. There are someo Wto the fact that this expedient 
cannot be postponed owing that further postponing
has been resorted to fo1 various lines associated wi 
means positive disaster a g
a water famine. impossible of accomplishme

Much needed work is no ieg to supply men of
due to the inability of la^terfal and of transportation
manufacturers! to supply c petition between owners w
facilities to deliver 2°°dS'prious aspect of obtaining mater 
only increase the already senous yJ.mportant to have done 
for construction work whicn
in the near future. Pnnstruction must go forward. ^ 

Some water works c resent, the, contracte , 
conditions as they are a basis, is bound to na
bids on a lump-sum or uni protect him from os, <
price which, in his oPin,on’3e return on his capital 1 in 
if possible assure a reasonabl gnd his organization
vestment and for the work o .mportant to discuss briery 
Under these circumstances ^ a view to see"gghifted 
the cost-plus form of c respects, canno

vantages of the cost-plus form
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contract.

Cost-Plus Contracts
There have been and always will be certain construc­

tion problems in which some means of payment in the form 
of actual cost plus, a percentage or lump-sum is legitimate 
and desirable, if not necessary. This is true even with ump- 
!nm contracts in which certain features may be indefinite
or subject to changes regarding the cha^r ^ntary^on- 
rw nliis nrovisions for extra work, or supplementary con 
trap’s based on such arrangements or estimates, are also 
pertinent where sufficient investigation previous to a 
^ undesirable or too expensive in time or money for the
advantage gained, such as »“■ ”01»

S;?«ol™S“U"e„ eon.no, of the work regard,,,,

of the c°stc]aimed that under the cost-plus method 

work°r îhis ‘is^frequently^true ^of ^thV'cost-plus-percentage

“t,eXin".”"on“ construe,,., on

'“PTTe” “a”"1 variation, of the c.st-
p,«, »nS,ct âppUed to «instruction work, bu, the more ,m-
portant are:—

1. Actual prov.
without restriction by the contractor, plus 
or lump sum to represent profit, supervision, financing,
°f t02°1S Actual" proved" cost "of labor furnished by the con­
tractor and with materials furnished by the owner, with a
fixed pe^®”^ag€ ?aVgd™PtallIcostS for"specified work plus a 
percentage^for Specified or unexpected e*a or u^een

p.», «
m,f », r,.„„ .

and fixed construction fee.

sorely puzzled to 
construction material on

the basis of

are

a con-

ed cost with labor and material furnished 
a fixed percentage 

use

fixed plant charge
Advantages of Cost-Plus Contracts

claimed for the cost-The following advantages are
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quantities during construction, with lump-sum fees subject

time and is not

to review.
3. The owner may 

ing the progress
4. The contractor 

often done after finding
unit-price contracts.^ ^ having accurate preliminary 
estimates. In unit-price contracts the preliminary estimate

change the kind of construction dur-
of the work. .

will not try to skimp the job as is 
himself losing under lump-sum or
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