
 

The Board of Supreme Audit 
The Board of Accounting and Auditing Standards 

Instructions No. (1) of 1995 

Implementing the item No. (4) of article (2) of Board of 
Supreme audit's Law No. 6 of 1990, applying the item No. (2) of 
article No. (23) of the mentioned Law and according to the 
presidential Boards Letter No. 3460 in 16/2/1995, we decided to 
issue the following instructions: 
1. Re-form the accounting and controlling standards board 

headed by the president of Board of Supreme Audit and 
membership of the following: 
A. Members of the Financial Control Council. 
B. Director general of Accounting Office. 
C. Director General of the State Commission of Tax. 
D. "Director General of Baghdad Exchange Stock. 
E. Director General of Economic Planning Office. 
F. Director General of Registered Companies. 
G. Director General of the Economic Office in the Ministry 

 of Industry and Minerals. 
 H. Representatives From the Higher Education and Scientific 
 Research are Chosen by the Minister From the 
 Specialized Universities Teachers. 

I. Director General of the Statistic and Researches in the 
 Iraqi Central Bank 

J. Representative From the Auditors and Accountants 
 .Union. 

2. The board takes over the following:
 A. Studying and setting up the Auditing and Accounting 
 Standards, developing and approving (ratifying) them. 
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B. Giving an opinion on the other Laws projects, accounting and 
controlling systems, accounting and controlling provisions 
mentioned in the other Laws projects. 

C. Suggesting amendments on the accounting and controlling 
 legislation. 
D. Giving the technical consultation in the accounting and 

controlling matters to the related bodies in away does not 
contradict with the ministries and bodies unconnected with 
the ministry and other offices in the state. 

E. Coordination and cooperation with the professional and 
scientific organizations and institutions inside and outside 
Iraq. 

3. A. The rules and standards approved by the board are 
necessary to the related bodies unless they contradict 
with the systems and Laws. 

B. When the board's decisions contradict any effective 
        (valid) legislation, Board of Supreme Audit Submit a 
 memorandum to the cabinet or the specialized bodies to 
 take the necessity in order to amend those legislation. 

4. A. Board of Supreme Audit Supplies, during its current Budget, 
the administrative and financial requirements of the board 
according to the annual plans and agenda of the board. 

B. The board has secretary general headed by an employee elected 
by the board's chairman from Board of Supreme Audit's 
employees, not less than manager. 

5.   The board's chairman, in order to undertake the board tasks,            
must do the following points: 
A. Seeking the help of the specialized experts in the 

financial, accounting, controlling, administrative and legal 
affairs in return for rewards determined by the board. 
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B. Inviting any concerned bodies employee to attend the 
 meeting of the board in the related matters of that body. 

6.    A. The session of the board is held according to the chairman 
invitation and the quorum be complete when four-fifths of 
l11embers attending and the. decisions are made with 
majority of two-thirds attendees. 

B. The board undertakes the specified subjects in its agenda, 
which was prepared previously, enclosed with invitation for 
the meeting before one week at least. 

C. The board's meetings must not be less than three meetings 
 per year. 
       D. The board can determine the policies and techniques, 
 which are suitable to achieve its targets and carrying out 
 its plans and methods. 

 
7. The above instructions are carried out from the date of issuing . 

 in the gazette. 
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Accounting standard No. (1) 

The measurement of activities result for construction 
contracts 

The Board of accounting and auditing standards in the republic of 
Iraq, ratifies in his session that held in 15/7/2000 the below 
Accounting standard about the measurement of activities result for 
construction contracts. 

Scope and objectives 
This standard includes an account subjects dealing with the 

construction contracts, measurement of the financial activity result for 
these contract in the statements and the final accounts, and the 
implicational way of the accounting No.(l) concerned with this subject.

In this standard the construction contracts mean, the construct 'of 
the fixed assets and projects by units deal with the construction and 
building activity. 

The reason of researching in construction contract accounting in this 
standard, is that the date of starting and ending of it are occurred in 
different accounting periods, so that the accomplishment period 
haven't used as an advantage for the construction contracts. 

The construction contract definition 
The constriction contract is the contract of building or construction 

an asset construction or a group of assets formed together a unique 
project which determined according to it the contracting relation 
between two parties, one of them is the project owner (In change) and 
the other is the executor (contractor or subcontractor) which contain: - 

Classifications, quaintness, prices, time, insurance's, coins, 
exchange prices, financial conditions, paying conditions, advances, 
presented payments, deposits, taxes, maintenance time, minor 
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 contractor, date of the n1easurement representing, penal conditions, 
arbitral conditions and others. 

Construction contracts types: 
 Various of construction contracts. 
1. Fixed price contract 

The fixed price contract is the. contract that determined according 
it the project construction price whether through tender or direct 
reference and it takes one of the following two forms: 
First: Fixing the price for each item or stage, which its total 

 contains the gross contract price. 
Second: Fixing the gross price for the whole contract (turn key 

 basis ). 

2. Profitable contract (cost plus contract)
This contract is the contract that its executive prices
determined by the actual cost added to it the profit margin 
which agreed on it as a ratio of the cost or a lump sum and in 
this type of contracts the principal has the right to acquaint 
upon all cost items and agreed on it. 

The accounting methods to measure the financial activity result of 
the construction contracts 

There are many methods to measure the financial activity result of 
the construction contracts, but because of their executive period 
expansion for more than a year, the need of handling the adopted 
accounting systems according to the beneficiary parties 
requirement for their statements which requires cut off transactions 
related to incomes and costs in specific date and period of time, below 
indicating the two methods which the board admitted to adopt in Iraq: 
1. Accomplishing percentage method 

According this method the measurement of the activity result for 
each accounting period has been achieved concerned with 
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contracts that their executive duration more than one 
accounting period. 
A- The main instructions for adopting the accomplishing 

percentage method: 
First: The fulfilled incomes measured according to the 

accomplished work from the measures admitted 
by the principal at the end of every accounting 
period. 

Second: The direct and indirect coasts for each contract 
determined at the end of the period from the 
accounting records which must includes all their 
elements like materials, wages, the direct and 
indirect expenses, the necessary indexes coast for 
executing as the temporary construction, the 
expenses of pre-execution and the maintaining 
expenses. 

 Third: The necessity of adopting protective procedure 
 through using this method. 
B. The method of accomplishment percentage is used if the 
 following conditions provided: 

First: The possible estimation ability for the contract 
result which could be adopted, means the ability 
to estimate the total revenues and costs for each 
stage of accomplished work stages. 

Second: The prices levels stability and risks 
decreasing. 

2. Full contract method 
According this method that admits the revenues only when the 
contract accomplished completely. 
A- The main instructions for adopting the method of 

accomplished contract: 
 First: The base of the revenues admission according 

this method is when the contract accomplishment 
ended or if the essential part ended and did not 
remain for its accomplishing only the payments 
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of accomplishment is calculated during the 
contract period without admission of revenues 
only after the contract accomplishment in a semi 
completely way. 

B- The method of accomplished contract is used if the 
following conditions providing: 
First: The difficulty of costs and contract revenues 

estimation in away that could adopted. 
Second: There are quick changes in prices levels. 

.1;' 

Method selection 
• The selection of any method of the financial activity result 

measure methods for the construction contract, depends on 
the provided or determined conditions to adopt any methods.

• The contractor has the right to elect the suitable in 
accounting a specific contract in one condition to keep the 
continuance concept in the application on the similar 
contracts from year 'to another. The contractor can use the 
two methods in the same time on a different contract. 

• In the case of changing the accounting policy that used in 
constriction contract account must disclosure the value of the 
result due to change and reasons. 

Provisions
• In the case of anticipation losses to occur in the 

subsequent period for the two methods, a provision to 
this losses according to subjective estimations must be 
settled based on the providing indicators. 

• Taking a provision to the optional for the maintenance 
period regardless of adopting anyone of the two 
methods, that is according to subjective estimations 
based on the providing indicators. 
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The cost of constructions contracts 
• The entirely period that through it determine the contract 

cost is the period that stand by getting the contract and 
ending by the its achievement. 

• The construction contracts cost divided according to: 
 The direct cost on the determines contract. 
 The general cost on the contracts can be connect with 

      determined contracts. 
 The indirect general costs can not be connect with 
determined contracts. 

• The indirect cost distribution on contracting distributed 
according to one of the distribution methods that are 
suitable to the activity an example of them not 
exclusively: 

 Expenses for every contracting through the year to 
the expenses total. 

 Revenues ratio for every contracting through the year 
to the revenues total. 

The Revenue Recognition in construction contract 
 The received payments from the project owner, also 

advance against account do not considered as revenues 
for the result measure purpose to the construction 
contracts activity. 

 The issue of the primary receipt certificate considered as 
basis to close the contracting revenues cost. 

 The achieving work cost, specially the period from the 
last measures date until the accounting period end, 
treated as work under progress and considered as 
unfinished products at the end of the period and 
estimation by cost. 

 The revenues that must be depend to measure the 
activity result in construction contracts are 
acknowledged to be present in the final statement and 
account, according to the instruction and conditions that 
pointed out previously in the two methods, the achieving 
ratio and the achieving contract. 

Accordingly, the board of accounting standard in the republic of 
Iraq, rectifies and recommends to depend the accounting standard 
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No.( 1) to measure the financial activity result for construction 
contract as its text indicated bellow: 

Accounting standard No.(1) 
The construction contract activities results measurement:- 
The standard No.(l) consist of the following items, must be read in 

the light of the previous items of this statement: 
1. It must depend the accomplishing percentage method or the 
 full contract method in measure the result construction 
 contract activity. 

2. The accomplishing percentage method can be depend in the 
case of the possible estimation for the contract result and that 
depend on, can make sure of it if the below condition 
provided: 
A- The possibility of suitable estimations for total revenue to 

 every stage from the achievement works stages. 
B- The possibility of suitable estimations for total cost to 

 every stage from the achievement works stages. 
C- The prices levels stability and risks decrease. 

3. The full contract method are admit in accordance with revenues 
when the contract and in a sime complete from, and this 
method used if the below conditions provided: 
A- The difficulty of contract cost and revenues estimation in 

a form that can be depended. 
B- Quickly changes in prices level. 

4. The construction contract cost must include the direct cost about 
every contract, also the general cost that can be connected to 
the determined contract. 

5. In the case of contractor selection for any methods of contract 
activities results method to a specific contract must use the 
same method in the similar contracts. 
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6. A provision must be taken for the expected losses in the 
statement and the final accountings, either about the 
achievement stages of contract or about works, will achieved 
in future, regardless of depending on anyone of these 
methods. 

7. It must take a provision for potential expenses for the 
maintenance period regardless of depending on anyone of 
these methods. 

8. In the financial statement must disclosure about following: 
      A- The amount of work under progress. 

B- The received and accurate sums of the achievement work 
measures, advances and insurance against the contracts 
account for works under progress. 

C- The changing in the used accounting policy for 
construction contract account and determined the value of 
result due to change and reasons. 

9. The accounting standard No.(l), about construction contract 
activity result measures applicated on financial statement 
from the financial year that ended in 31/12/1990. 
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