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A construction contract is a contract specifically negotiated for the construction of
an asset or a combination of assets that are closely interrelated or interdependent in
terms of their design, technology and function or their ultimate purpose or use.
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A construction contract is a contract specifically negotiated for the
construction of an asset or a combination of assets that are closely interrelated
or interdependent in terms of their design, technology and function or their
ultimate purpose or use. A construction contract is a contract specially
negotiated for the construction of an asset or a combination of assets that are
closely interrelated or independent in terms of their design, technology and
function or their ultimate purpose or use.

A construction contract may be negotiated for the construction of a single asset such as
a bridge, building, dam, pipeline, road, hydro power, runway of airport or tunnel. A
construction contract may also deal with the construction of a number of assets which
are closely interrelated or interdependent in terms of their design, technology and
function or their ultimate purpose or use; examples of such contracts include those for
the construction of refineries and other complex pieces of plant or equipment.
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For the purposes of this Standard, construction contracts include:

(@  contracts for the rendering of services which are directly related to the
construction of the assets, for example, those for the services of project
managers and architects; and

(b)  contracts for the destruction or restoration of assets, and the restoration
of the environment following the demolition of assets.
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When a contract covers a number of assets, the construction of each asset shall
be treated as a separate construction contract when:

(@) separate proposals have been submitted for each asset;

(b) each asset has been subject to separate negotiation and the contractor
and customer have been able to accept or reject that part of the contract
relating to each asset; and

(©) the costs and revenues of each asset can be identified.
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A group of contracts, whether with a single customer or with several customers,
shall be treated as a single construction contract when:

(@) the group of contracts is negotiated as a single package;
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(b) the contracts are so closely interrelated that they are, in effect, part of a
single project with an overall profit margin; and

(c) the contracts are performed concurrently or in a continuous sequence.
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A contract may provide for the construction of an additional asset at the option
of the customer or may be amended to include the construction of an additional
asset. The construction of the additional asset shall be treated as a separate
construction contract when:

(a) the asset differs significantly in design, technology or function from the asset
or assets covered by the original contract; or

(b) the price of the asset is negotiated without regard to the original contract
price.
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A cost plus contract is a construction contract in which the contractor is

reimbursed for allowable or otherwise defined costs, plus a percentage of these
costs or a fixed fee.
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A fixed price contract is a construction contract in which the contractor agrees
to a fixed contract price, or a fixed rate per unit of output, which in some cases is
subject to cost escalation clauses.

Construction contracts are formulated in a number of ways which, for the purposes
of this Standard, are classified as fixed price contracts and cost plus contracts.
Some construction contracts may contain characteristics of both a fixed price
contract and a cost plus contract, for example in the case of a cost plus contract
with an agreed maximum price. In such circumstances, a contractor needs to
consider all the conditions in paragraphs 23 and 24 in order to determine when to
recognise contract revenue and expenses.
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TP FRHT W@ET T ey, | ATHT [HIATEIel, 04 & a9 q0 T
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16. Contract costs shall comprise:

(a) costs that relate directly to the specific contract;

(b) costs that are attributable to contract activity in general and can be
allocated to the contract; and

(c) such other costs as are specifically chargeable to the customer under
the terms of the contract.
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20. Costs that cannot be attributed to contract activity or cannot be
allocated to a contract are excluded from the costs of a construction
contract. Such costs include:

(@) general administration costs for which reimbursement is not
specified in the contract;

(b) selling costs;

(c) research and development costs for which reimbursement is not
specified in the contract; and

(d) depreciation of idle plant and equipment that is not used on a
particular contract.
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21. Contract costs include the costs attributable to a contract for the period
from the date of securing the contract to the final completion of the
contract. However, costs that relate directly to a contract and are
incurred in securing the contract are also included as part of the
contract costs if they can be separately identified and measured reliably
and it is probable that the contract will be obtained. When costs
incurred in securing a contract are recognised as an expense in the
period in which they are incurred, they are not included in contract costs
when the contract is obtained in a subsequent period.

TGTHTR] SUIh AT ATAR Fd BIREl AT AERTHT GHHT T HAR
Wﬂwﬁqﬁmﬁamwwﬁaw?ﬂ?ﬂwaﬁrﬁwwmm
WWWQTWIWWWWWWW?W
JATEYHT TEI IEHhT GATS AT ATCITAT BB ANTAH! AR 7T AT,
T A GO GETgg Ul Ulew T WOH I girg AT R T T
FEATAAT 8T &7, | X, Bl hA TSl T AvaTHT HUHT GoAeATS ol T AT
TAAAT F @ b Tl TIITAT A A1 GAATg a1 R I JTAT 90
BT ATTAT AT T Ao |
R0.9.3, W iae AR T FAISHaET AT FE g HH ©

e STIRTAT FREBT FEATT AT T BTl TUMAT T Fea9HT FET g ThH TeTel
ATTHT TAHT THT 93 TUINAH HE T IGT THH T g | HATT AT T FH
TUAT T GEHAT FH SHFEA IR o Afthel ATRAT STHFTAT FIR
AT HETHT T hel (Aal Urehl ThT 93 &I ATaih ahT 9%, 9%, 9%, 99, 95,
9%, R0 T 39 AT Joci@ WU AT T Fvaole] ALTHHT &7 TU, | T, A
TRl TP TR & T 9 HT JTAETHR THT AT IS |

g fefirer, Ross @@.)/q%



FATT AT TN FPT AT T FF T FRBN G Jiqerd aRer T &
faer I Tepl €91 FRIRHT GFIT GTaera (HEiRor T FwaHT FRRHT FE E
THFH T FX (ARUBT TATSAH @9 Fel g1 THH Tk Hih g7 Gcheg | ATIR
e AR T GASAET AT TA dal @& e @=iehl A T, Hal
gd ddige @9 9T Ui HEl AUSH AGET TRHl T hel GAR FEHT
ATIFT FATSTHH! AT FE &7 G Beeh T I<h s |

FRH T FIqerd IR T GASTHRE AN R JAe &I FHied
TS | AT FRH FEN g THH A UGG | Y AT AT A @A FHT
ARTAAT FHTALT TG HAT bl A THTI I &4 | TEHl AT AT TS @
FETHT THIHHT S &l Yorwe a7 GrHib TRl U I Rl = qfaera fHamo
T TATSTART AT AT FRHT FEN g THHAT T @A FIRb! FAT ARTTHT
THTALT B AT AThebT @ AT 9GS, | A7 fafrers & FRRel & qrad HET
TR T T AT FARbT AR HET TR ATHNT THH T T g FATTTRT ATHT
HaAHET THIGE | B FRP] AT F ] @haE YAH GF "I 9
TETH] T AGTATT 93 7 AR 4 AT 8T THTSTHER] e 8ol G, -

17. Costs that relate directly to a specific contract include:

(@) site labour costs, including site supervision;
(b)  costs of materials used in construction;
(c) depreciation of plant and equipment used on the contract;

(d)  costs of moving plant, equipment and materials to and from the
contract site;

(e)  costs of hiring plant and equipment;

(F)  costs of design and technical assistance that is directly related to
the contract;

(g) the estimated costs of rectification and guarantee work, including
expected warranty costs; and

(h) claims from third parties.
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