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ABSTRACT

A STUDY ON THE ACCOUNTING AND
REPORTING OF A CONSTRUCTION-TYPE
CONTRACTS

In-Yong Han

Department of Accounting

Graduate School of Business Administration
Cheju National University

Supervised by Professor Seong-Hyo Ko

It was the basic directions of new standards(Feb. 2003) that progressing
international proprietyand establishing regulations as standards. This study
researched the problems about the last established accounting standards of the
accounting and reporting of a construction-type contracts, which are on dispute

today. Moreover, it suggested solutions for the improvement of them.

—-. Set—up of application bounds of the standards and the combining and the
segmenting of a construction-type contracts

The international accounting standards enforces integration or division of
contracts by the present standards, however, American insists satisfying the
additional conditions for the action. Furthermore, the American standards allows
the integration or division of contracts though they are not enforced. In the
case, there are problems which the different accounting management is possible
with the same contract as they allow to choose the accounting management
system. Nevertheless, it is reasonable to follow American standards because it
has more details than the International standards and takes the conservative
accounting management system to restrict fabrication of profits. It is necessary

to refer to it about the options and additions of contracts as well as the
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abovebecause of its details.

—. Recognition Standards of contracts revenues and expenses

It doesn’t define the completed- contract method but only the standards of
process in the 5th paragraph as like the International accounting stands. It is
necessary to consider the way to allow the standards of completion for

exceptions as well as American accounting standards.

—. Accounting and reporting of a construction-type contracts

The contrats revenues include problems like the corrections of revenues,
changes of contracts, incentives and claims which have put on the first amounts
of contracts afterwards. There are claims in the both of standards, the
International and American accounting standards but the latter requires
satisfaction of more conditions. It is not very different of the part of incentive
between the International accounting standards and the American accounting
standards. It should be referred to the former , which has more strict requisites

, and essential to include these parts of it.

-. Ordering expenses of construction cost in accounting method

There are examples like switch-over ordering expenses to the assets and
depreciation of delayed ordering expenses. There are differences of uncompleted
construction accounts between Korean and American accounting management

and they should be completed for useful information of investors.

—. Assumption total estimated costs and contracts costs

It needs more professional regulations with details as though the present
standards explained roughly. It is one ofthe most difficult parts of construction
accounting, however, the details should be completed more professionally,
compared with American or International standards. It will solve the difficulties

of assumption of the costs and mistakes of accounting process.

According to the above, the new standards of the construction-type contracts

should develop the international suitability and prepare itself for the various
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types of the construction contracts and the conditions.

In short, the thesis has the limitation of a paper research and theoretical limit
as it studies the points of discussions, on the process to establish the new
standards of the construction-type contracts, as the primary goal. Besides, it has
many assignments caused on the process to apply for a business and how
reasonable it could be in the international society. It should be followed to solve
these problems from the thesis with additional practical research according to

each of the subjects.
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