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Abstract

The study aims at identifying accounting measurdnpenoblems that affect the profitability of conttiag
companies in the Hashemite Kingdom of Jordan. di$s to identify the impact of the commitment pply the
requirements of International Accounting StandafidsS 11) Construction Contracts on the profitdiilof
contracting companies in The Hashemite Kingdomasfldn. In addition, the study aims to identify thest
significant problems the contracting companies Fa@pplying and using ISA 11 Construction Contsaghile
preparing financial accounts. In order to achithe purposes of the study, the researcher hasdessxdiptive
analytical method for studying IAS 11 Constructi@ontracts. A questionnaire has been designed and
distributed to a study sample of constructing congein Jordan in order to measure to which extieey are
committed to apply the requirements of IAS 11 Cardton Contracts and to figure out the impact lu t
standard on the profitability of these companidse Ftudy has concluded that the commitment of aotitrg
companies in Jordan to apply the requirements of IAL Construction Contracts affects highly their
profitability. It also found that Jordanian confagt companies face various difficulties in applyiagd using
IAS 11 Construction Contracts while preparing ficiah accounts; these difficulties include a lacksofentific
knowledge and vocational experience of IAS 11 ardcé of accounting system of the costs of accowgnti
records and books which contribute to determinestantions' costs and apply IAS 11 in contracting
companies. In addition, laws governing constructgector in Jordan are not obliged to apply IAS 11
Construction Contracts in contracting companiee $tudy has recommended that organizing legislatie
legal environment which governs the work of cortfrac companies is a necessity; these companies lshal
obliged to adopt international accounting standatftls awareness of applying and using IAS 11 Caostn
Contracts shall be raised among the departmentsnifacting companies which preparing financialestents;

in addition, training courses on the importance amfcounting of construction contracts using IAS 11
Construction Contracts shall be held for the erygés working in construction section.

Keywords, IAS 11, accounting of construction contracts

1. Introduction

Contracting companies play a prominent role in sufypg economic development plans in various caesir
particularly in  Jordan where construction sebi@s recently witnessed a huge growth and developmieie to
the importance of the success of economic inssitwdich are the main pillar of achieving sustaigabl
development and the specificity of constructiont@em term of the time period of implementing thmjects
which may extend many years, construction contrantbe considered a center of cost or profitabilityere the
cost of each contract is calculated. Here, contrgatompanies face a difficulty of determining thefits at the
end of time period which affects the profitability contracting companies. Here, the importance wdance
and commitment of international accounting standgatticularly IAS 11 Construction Contracts, engexg
because such standards provide the accountantenimacting companies with a description of accounti
treatment of revenues and costs pertaining to naet&in contracts and suitable discourses. Thidysprovides
an evaluation identifying to which extent Jordan@ontracting companies are committed to apply IAS 1
Construction Contracts; it also illustrates its &opon the profitability of contracting compani&toreover, the
study outlines the most significant difficulties tife commitment to apply IAS 11 Construction Cocttriz
Jordanian construction sector.
1.1The problem of the Study
The problem of the study lies in answering theolwlhg questions:

< Do contracting companies in the Hashemite Kingddndd@dan face difficulties in applying and using

IAS 11 Construction Contracts while preparing ficiahaccounts?

« Do contracting companies in the Hashemite KingdomJordan face problems on accounting
measurement of construction contracts?
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Are contracting companies in the Hashemite Kingdufndordan committed to apply the accounting
policies and procedures of construction contractemling to IAS 117

Are contracting companies in The Hashemite kinga@drordan committed to the requirements of the
disclosure pertaining to construction contractoatiog to the requirements of IAS 11?

Are contracting companies in the Hashemite Kingddrdiordan committed to estimate unrealized
profits and losses — with providing emergency neserof potential losses — according to the
requirements of IAS?

1.2 The Purposes of The study
The study aims at:

Identifying the most significant accounting measueat problems contracting companies in the
Hashemite Kingdom of Jordan face.

Identifying to which extent contracting companiaghe Hashemite Kingdom of Jordan are committed
to apply the requirements of IAS 11 ConstructiomtCact.

Identifying the most significant difficulties in plying and using IAS 11 Construction Contracts
contracting companies in the Hashemite Kingdonoodidn face while preparing financial accounts.

1.3The Importance of the study

Due to the importance of construction section irdda which becomes one of the most vital sectorsatibnal
economy attracting various investments that couteibto achieve economic development, this study is
considered important. It contributes to figure the role of accounting for construction contraatsaading to
IAS 11 in providing suitable information in ordev tnaking right decisions, thereby activating thée rof
accounting in improving company performance andabdity of decision-making and giving the data and
financial statements trust and credibility.

1.4 The Hypotheses of the study

This study seeks to test the main following hypsése

Contracting companies in the Hashemite Kingdom afddn do not face problems of accounting
measurement of construction contracts.

Contracting companies in the Hashemite Kingdomaréildn do not face difficulties in applying and
using IAS 11 Construction Contracts while prepafingncial accounts.

There is no statistically significant effect of thetent to which contracting companies in the Haste
Kingdom of Jordan apply IAS 11 Construction Contisain the profitability of these companies.

This hypothesis branches into following sub-hype#se

3/1. There is no statistically significant effedttbe commitment of contracting companies to apply
accounting policies and procedures of construatmmtracts according to the requirements of IAS
11 on the profitability of these companies.

3/2. There is no statistically significant effedttbe commitment of contracting companies to estima
unrealized profits and losses — with providing egeecy reserves of potential losses — according
to the requirements of IAS 11 on the profitabiliythese companies.

3/3. There is no statistically significant effedt the commitment of contracting companies to the
requirements of disclosure pertaining to constacitontracts according to the requirements of
IAS 11 on the profitability of these companies.

2-Previous Studies and Theoretical Framework

2.1 Previous Studies

The following are the most significant studies whibave touched upon the subject of accounting for
construction contracts:

( Al-Tamimi, Al-dabbag, 2002 ) entitled "Revenue Ralization in Construction Activity and

Accounting Measurement Problems in the Light of Iraji and International Standards"

The study aimed at identifying accounting measurgnpeoblems in construction contracts according to

Iragi and international standards; it also was igure out the impact of these problems on revenue
realization. The researcher used descriptive metimadigh studying IAS Construction Contracts aradjilr

accounting standard. The study concluded that naotgin activity faces various problems relateditee
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periods of performance which may span over more time accounting time period. Here, the accourgant
guided by the bases and rules governing the timimgcognition of the realized revenue.

« Khsharmeh Study, 2003 entitled " Role of Accountingin Making Administrative Decisions in
Construction Section in Jordan — A field Study."The study was to identify to which extent accoumtin
standards and system in addition to accountingsaeticontribute to make administrative decisions.
Thus, the projects performed by construction sestamceed because their costs are determined. A
questionnaire was designed and distributed to relsesample; statistical descriptive method in oraer
analyze the results. Most importantly, the studyobaded that in order to build a successful cotimgc
company, cooperation and participation in stugypmoject offer, preparing implementation timetable
and dividing it into main parts shall be createcbamall technicians and cost accountants in pdaticu

e Jarbu' study, 2004 entitled " The Role of Accountig in Making Administrative Decisions In
Construction Sector According to International Accainting Standards" The study aimed at identifying
the importance and role of accounting in contrgllthe capability of implementing construction caots
through studying control elements, technical stasslaperformance measurement and estimated budgets.
The researcher used descriptive analytical methbd.study concluded that original construction cacts
shall include the revenues related to amendmentsguirements and incentives provided that the
probability of realizing revenue is high. The stuggommended that estimated budgets shall be m@par
and they shall include typical and guided goalsriter to measure actual and acceptable performance.

2.2 Theoretical Framework

The section touches upon the subjects relatedetstiidy and they include accounting measuremerignts
the contracting companies face while preparingriona statements and identifying work outcomesadndition,

it shows and analyze ISA 11 Construction Contraltie following is a discussion of these subjects

First: Accounting Measurement problems the cotiigccompanies face:

Accounting measurement problems the contractingpemies face in identifying the outcomes of company
works related to the projects implemented durirggfthancial time period (Ateyyah and AbdRabuh, 20002)
are as follows:

« Evaluating the works done at the end of fiscal yaad separating between the value of the whole
contract according to the testimony of engineex,dbsts of the whole works compared with the ealu
of these works in order to measure implementatiofits and losses, and the costs of works which the
engineer does not approve.

« Measuring the profits of projects under implemdatat solving this problem depends on the
accounting method followed in the process of maaguprofits. However, the nature of construction
activity imposes special accounting rules thatlwauapplied in project processing.

< Allocating and distributing contract costs: the tsosf construction contracts are divided into direc
costs linked directly to the contract and indirexsts which do not directly linked to the contradore
than one method is used to distribute undirectesdsceuch as the ratio of total value of the cotdrac
the number of employees working in each proje& r#iio of the value of material spent in eachqubj
or the wages of the works paid for each projeeirly.

Second: Showing and analyzing ISA 11 ConstrudB@ontracts

ISA 11 Construction Contract was issued in Marcii9.@nd amended on 1993 and 1995. This standard has
aimed at identifying the accounting processing appate for revenues and costs of constructionractd. Due

to the nature of contracting works, start and datks of contract implementation span usually eegious
fiscal years. Thus, a key point of accounting fonstruction contracts is to identify the method athcan be
used for distributing contract revenues and costs the years of the contracts. This standard teebases of
realizing revenues as they are stated in the fraomlewf preparing and showing financial statementerider to
determine the timing of recognition of contracevenues and expenses in income statement. In @udikie
standard provides practical instruction and guidahastrating how to apply these bases.

-The concept pf construction contract and relevant@ncepts as stated in ISA 11 Construction Contract:

ISA 11 construction contracts provides a defimitof construction contract and relevant conceptacludes
the following concepts:

Construction Contract: It is a contract in which a negotiation is conigdacfor constructing an asset or a group
of assets characterized by interrelated and ovarigprelationships in terms of design, technolodynction,
final purpose and use; construction contract malude the construction of a certain asset as aibgil bridge,
dam, pipeline, road, ship or tunnel. In additioonstruction contract may include the constructiba aumber
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of assets —such as the construction of refinemeistbe provision of the required equipment whicé elosely
related in term of design, technology, functionafipurpose or use. According to ISA 11 constructontract,
the concept of construction contract illustrates types of contracts in term of contract value.
« Fixed-Price Contract is a type of contract where tontractor accepts to implement the contract in
exchange for a fixed price per each produced @umetimes, the contract may include amendment
clause in the light of the actual cost.

* Cost —plus Commission Contract, also termed additiontract, is a contract where the contractor
returns back the permitted or determined costglditian to a percent of these costs or a fixed ghar
(A fixed commission).

Some construction contracts may include the pragsef two previous contracts. For example, codtus-p
commission contract may include a clause stipuiativat the price does not exceed a certain maxinhuisuch
cases, contracting companies shall take into at¢clrelevant conditions stated in the Internatio8tandard
clauses while determining the timing of revenue axjgense recognition.

The researcher believes that ISA 11 has contribtbegrovide a comprehensive concept of construction
contracts which plays a role in preparing accogntata and providing a suitable and objectiveldgire of
fixed — price contract or cost plus commission cacts.

Financial Claims are the amounts which the contractor seeks tecodltom the customer or any other party in
order to compensate the costs which are not indludehe base price of the contract. For examphgntial
claims may emerge due to project implementatiomydetsulted by customer's errors, design or sgatifin
errors or a lack of agreement on some amendmentsréfturnover.

Incentives are additional amounts paid to the contractoeiplrform the works according to the specifications
agreed upon.

Construction Activities ( Assembling and dividing he constructions)

The requirements of this standard usually applgach construction contract. However, in some caseay be
necessary to apply the standard on certain andatepaparts of the contract or a set of contrati manner
that reflects the substance of the contract ort @fseontracts. ISA 11 has outlined the conditiofispplying
ISA 11 Construction contract and assembling thereots as follows:

« If one of the contracts includes the constructibm mumber of assets ( such as buildings, bridges o
roads ), each asset shall be treated alone aslependent contract in case a separated offer ig fioad
each asset, and each asset shall be a subjecyatiat®on between the contractor and customer, and
both parties have a right to accept or refusedbation of the contract which links to any assed| the
costs and revenues of each asset can be determined.

« If the contractor is given an option of construgtemn additional asset; or if the contract is amdride
order to cover the construction of an additionaledsthe construction of an additional asset dhall
treated as a separated contract when one of tleeviof condition is available:

e The additional asset is substantially differentrfrthe assets stipulated by the original contract in
design, technology, or function.

e The price of the additional asset is negotiatethavit considering the value of the original contract

e A set of contracts — whether with one client or eneshall be treated as one contract, if the follawi
conditions are available:

e A set of contracts is negotiated as one unit.

e There is a clear interrelated relationship betwencontracts so that they are actually considered
one project which has a gross profit margin.

e The contracts are implemented at one time or iondirtuous succession.

Accounting Treatment of Construction Contracts' Co$ and Revenues According to ISA 11 Construction
Contracts

ISA 11 Construction Contracts has outlined the epis pertaining to construction contract's costsramenues.
This study illustrates relevant accounting treatiaesnstated in ISA 11.

First: Construction Contract's Revenues as outlinedn ISA 11 Construction Contract

International standard showed that the contradi si@dude the original value of revenue agreed upo the
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contract, any amendments to the works agreed djpamcial claims or incentives provided a reasoealdgree
of certainty shall be available in order to ensute revenues and measure objectively these valia#ract
revenue is measured at the fair value of the denation received (or receivable). The measuremmieadntract
revenue is influenced by the factors of uncertainhjich depend on the outcome of a set of futurenesye
estimates often changes whenever some events hapdesome factors of uncertainty appear. Accorgirthle
amount of contract revenue may increases or dexsdasm time to time.
For example, (1) the contractor and client mayeagio amend the contract. As a result, contractmaes
increase or decrease at a time period subsequethtetdsime period when the initial contract harbe
conducted; (2) contract revenue shall increashefgrice of the contract is fixed and the contiacludes the
condition of increasing contract value in casenoféasing the costs, (3) contract revenue maydees due to
the penalties of delaying of contract implementati@) If there is a fixed price for each produesrt (output),
contract revenue increases in case of increasmgimber of units of output; (5) under the cortfrabanges
over framework of contract agreed upon may be r&fgde as a result, contract revenues may increase
decrease; these changes may include an amendmspedifications or design of asset and contrachtdur.
Based on these changes, contract revenue is améhitiésl expected that client accepts the changles the
revenue resulted and if the amount of revenue ebablty be measured; and (6) if the contractor fireencial
claims, the amounts of these claims depend onethdtrof negotiations held between the contraator cdient.
These claims are considered a part of contrachtmeif the following conditions are available:

* Negotiations between the contractor and client haaehed an advanced stage in which it can be

judged that the client accepts the financial claim.

e The value of financial claim can be objectively maad.

(7) Incentives are considered a part of contracmae if a level of contract implementation isgressed; thus,
it can predict that the standard specificationd kel achieved and the expected amounts the cliagtancept
can be objectively measured.

The researcher believes that the revenues of cmtisin contracts are influenced by the increaseswénues
resulting by amendments, financial claims or inoest

Second: The Costs of Contract in IAS 11
Construction contract include contract costs widistide into:

e Direct costs: they include employee wages includingervision wages, the costs of raw materials used

in the contract and consumption of equipment amdstused in the contract, the cost of transporting
equipment, tools and materials used in the conttacaddition, they includes the costs of desigd an
technical assistance plus the estimated costspairieg, evaluating, ensuring the works implemented
in addition to the expected costs of guaranteary other financial claims made by other parties.

The costs of contract activity in general: they barallocated to construction contract; they ineltige
costs which can be distributed to a set of condrattinsurance, design, technical assistancesware

not directly related to a certain contract plus #ulitional costs of constructions. These costs are
distributed by using appropriate and logical methadhich must be consistently and logically applied
to all costs, having the same properties. Chargé basts shall be made according to normal capacity
of constructional activities. Additional costs afnstructions of some contract items include thetsco
of preparing and disbursing salaries of workersagitract site. In general, contract costs which lan
distributed to certain contracts include loan costs

Other costs which shall be charged back to thentckecording to the contract. For example, these
costs, which can be charged back to the clientyauntsto the contract, include general administeati
costs plus development costs; the contract stipsitditat the contractor has a right to return thaok;
costs which are not directly linked to contraciwaties or specific contract shall not be charppedk to

the contract such as:

General administrative costs where the contrapulsttes that the contractor has no a right to netur
them back.

Selling costs

Research and development costs where the contipitases that the contractor has a right to return
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them back
*  Consumption of a number of idle machines whichrarteused in a certain contract.

The standard showed that contract costs includeoalls which can be allocated to the contract fsebent

date to end date of the contract. However, thescostcertain contract, which emerge in the stage of

negotiation, can be charged back to the contrat¢hdf are independently determined and objectively

measured and if there is a reasonable degreetafrtgrassuring that the contractor approves timraot. In

addition, if the costs of negotiation are treate@apense in time period when they emerged, theste may

not be considered a part of contract costs in ohsabtaining the contract in a subsequent timéopler

e Accounting for the costs before the tender is awaetl to the contractor. International standard
showed that the costs paid for the tender suckratet fees and insurance can be charged back; these
costs are considered a part of contract cost if tHre reliably measured and a reasonable degree of
certainty of obtaining the contract is availabléh@wise, these costs can be considered as tinadper
expenses. Moreover, international standard indic#ivat if these costs are included in time period
expenses, they cannot be included in contract cost.

e Costs of Future Activity of the Contract: thesetsqsaid by the contractor and linked to future\aigti
of the contract are treated as an asset as lothgpan be covered; if these costs are receivdldeon
the client, they shall be considered as works umdplementation.

Third: Revenue and Expense Realization of the condct In IAS 11:
e Accounting Treatment For Revenue of Construction Cotracts

Revenues of construction contract are not considénal and certain unless work is completed angireer
testimony is adopted. There are two ways to deterrtiie profits of construction companies; choosietyveen
two methods depends on the importance of uncedigiments submitted by the contractor and are dirtke
estimates of costs and revenues. These two me#itedss following: ( Institute of certified public@untants,
International Accounting Standards, 2011)

« Percentage of Completion MethodThe profits of the contract are calculated urties method if the
projects are still under implementation and thdifgrare included in a list of work outcome. Applyi
this method requires that a large part of projsdtriplemented so that unfinished parts do not riglea
affect the outcome of company works; and the campaas an ability to accurately and correctly
estimate the total costs of project because théybwiused as a basis of extracting the profitogslof
uncomplete project. However, if the results ofrasting the total costs of project indicate that¢his a
loss, a reserve shall be created in response tipgkeIn case of calculating the profits of incoete
projects, contracting companies take care of aaygé in the future such as increase of materiedgr
and wages rates or non-conformity of project speatibns, or delay in delivery. These possibilities
affect the final outcome of each project. Thusae pf profits of incomplete projects is includeda
list of work outcome and the remaining profits areluded in emergency reserve and its percentage is
determined on the basis of type, conditions andifipations of the project.

e Completed - Contract Method: This method is based on the calculation of theigrof construction
projects after they have been completed or they lmcome almost complete. Whereas incomplete
projects do not affect the list of work outcomehnibe exception of the allocation of expected lofss
the projects. Upon a completion of the project, ¢hsts of material and works plus indirect costs ar
compared with contract value; and the results ofgat- either profits or losses -are determined.

Revenue and Expense Realization of The Contract

Revenues and expenses of construction contraceatieged according to IAS 11 Construction Contr@st

follows:

< If the outcome of the project is objectively detared, contract revenues and expenses of the obntra
for the fiscal period are determined accordingh®level of completion of contract activities indget
date. In case of expecting losses of one of th&r@cts, these losses shall be recognized immegliatel

* In case of fixed-price contracts, the result oftcact can be objectively determined if the follogin
conditions are available: (1) the possibility of asaring contract revenues, (2) providing a high
degree of certainty ensuring that economic benefitsontract will transfer to the contractor, (Bet
possibility of measuring the and the costs requimdcompleting the contract, (4) determining the
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degree of project completion at the date of prewgobjectively the list of financial center and (be
possibility of measuring and determining objectjvéhe costs of the contract so that comparisons
between the actual costs of the contract and piex+d@ed costs can be conducted.

e In case of cost —plus commission, the result #wilt of contract can be objectively determined if
there is a high degree of certainty ensuring tltmnemic benefits of contract will transfer to the
contractor and if the costs of contract -whetheoverable or not — are objectively measured.

« In case of impossibility of determining objectivetite result of the contract, revenues must be
recognized within the limits of actual costs of ttuntract which are likely recovered. In addititime
costs of the contract must be recognized as egpenisthe time period in which they emerged. In a
case of expecting losses of the contract, thesesoshall be immediately recognized as expenses.

Recognition of Expected Losses:
* It is expected that the total costs of contracteexcits revenues, the expected losses shall be
immediately recognized as expenses.

« The amount of these losses are determined regardfeshether the implementation of contract has
begun or do not, or the stage of completion of @mttactivities and the amounts of expected profits
other contract have not treated as one contract.

3.The Methodology of the Study

3.1Data collection Methods
In order to achieve the purposes of the study,sarigive analytical approach was used for coltegti
analyzing and explain the main elements of theystlitlis aimed at building the theoretical framework
of the study based on the studies of accountingcémstruction which touched upon the subject of
accounting for construction and international actimg standards, in general and international
Accounting standard 11 (IAS 11) Construction Coetirén specific. In addition, a questionnaire was
designed in order to evaluate the commitment oflaian contracting companies to apply the
requirements of IAS Construction Contracts. Fotirtgsthe hypotheses of the study, Likert 5- point
scale was used for responding questionnaire questihe categories of responses have been coded
numerically; these numerical values have been défas follows: (5) very high, (4) high, (3) medium,
(2) low, and (1) very low. In order to explain thesults, the range of (1 — 1.79 ) means that the
commitment of the requirements of IAS 11 in contiragcompanies do not affect the profitability;&1.
— 2.59) indicates that the commitment of the negquents of IAS 11 in contracting companies affects
the profitability at low degree; (2.60 — 3.39) icdies that the commitment of the requirements3#A |
11 in contracting companies affects the profittyp#it a medium degree;
(3.40 — 4.19) means that the commitment of the irements of IAS 11 in contracting companies
affects the profitability at a high degree; ( 4-8Dindicates that the commitment of the requiretsief
IAS 11in contracting companies affects the profitey at a very high degree. Statistical package f
the social science (SPSS) was used in order toyzmathe data using the calculation of percentages,
arithmetic mean and T-test.

3.2 Population and Sample of the study
The population of the study consists of contractinogipanies in the Hashemite Kingdom of Jordan. A
random sample composed of 55 contracting compdmsisdeen selected and questionnaires have been
distributed to them. 50 questionnaires have begieved and 5 questionnaire have been excluded from
the analysis because the responses were not seAagsrdingly, 50 questionnaires have been
analyzed.

3.3Reliability of Study Tool
To ensure the tool of the study, internal consisteroefficient Cronbach'a alpha ranged from (0®8 t
0.97 ) has been used. Table 1 outlines these ciegfs; these percentages were appropriate for the
purposes of the study.
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Table 1
Internal Consistency Coefficient Cronbach'a alpha
Internal Consistency Field

0.98 Problems of accounting measurements of constructiocontracts and
their impact on the profitability of contracting companies

0.97 Difficulties in applying IAS 11 Construction Contracts

0.97 Impact of commitment of applying accounting policés and procedures
of construction contracts according to IAS 11 on th profitability

0.97 Impact of the commitment of the requirements of dislosure of
construction contracts according to IAS 11 on the fitability

0.98 Impact of commitment of Jordanian contracting companies to apply the
requirements of disclosure of construction contrat according to IAS
11 on the profitability

3.4Properties of Sample Study

In order to figure out the properties of sampledgtua set of questions which represents generatrirdtion
about the sample study has been included in questice list; first section outlines general infotina about
contracting companies; second section touches impormation about questionnaire respondents. ThHeviing
are the results of statistical analysis:

First section: General Information About Contracting Companies

Table 2 outlines data that relates to contract

Table 2 Frequencies and Percentages According tously Variables
Frequency Percentage Category
22 44.0 From1999 until Establishment Year
before 2005
19 38.0 From 200 until the
end of 2010
9 18.0 After 2010
50 100.0 Total
7 14.0 First class Company
classification
17 34.0 Second class
19 38.0 Third class
7 14.0 Fourth class
50 100.0 Total
44 88.0 Jordanian Company Nationality
6 12.0 Foreign
50 100.0 Total
1 2.0 Sole Company type
17 34.0 General
32 64.0 Joint stock
50 100.0 Total
6 12.0 Less than million Capital
12 24.0 From million to less
than 3 millions
5 10.0 From 3 millions to
less than 6 millions
20 40.0 From 6 millions to 10
millions
4 14.0 More than 10 millions
50 100.0 Total

Table 2 outlines the distribution of sample studgaading to study variables as follows:

Establishment year: table 2 shows that 18% of contracting companieg Haeen established after year of
2010; it indicates that construction section has gr@md flourished during the period before the yde201.0;
83% of contracting companies have been establibeéate the year of 2010; 44% of contracting comgsni
have been established before the year of 2005.eTresults have indicated that majority of compartiage
experience; however they need to prepare the datading to scientific basis.
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Company Classification Contracting companies in the Hashemite Kingdordarflan are classified according
to contractor classification instructions of 200¥dar Article No. 32 of government working law; puant to
this law, contractors are classified as followi(i: First class, (2) second class, (3) third clésfour class, (5)
five class and (6) six class. Each of first fivasdes is considered a top one. It is noted thatoafipanies
responded have a classification within first fiiasses. Accordingly, this result supports studg'sponses
because the classification of contracting companiitkin first top classes requires contractors stgied in
Ministry of Industry and Trade plus company coréwnl Thus, the company has accounting system ecatds;
and it prepares financial statements. Consequemgligstionnaire's questions are objectively respainde
Companies classified within first, second or thaldsses have to have books duly organized acapitdin
approved accounting principles and a certified llegalitor. Contractor name must be included insifasition
application; he/she shall submit to governmentadiée department general budget which includeg afligssets
and liabilities; these show works the company imm@ated during the last year in order to submitsifesition
application plus works which are under implementatithese works have to be approved by legal audito
Moreover, a financial report, which illustrates tractor 's financial status in order to implemére project
committed to implement, shall be submitted toommittee; in addition, such report provides the oottee
with additional information about his/her financigthtus which can be documented by concerned dtigisor
Based on the results, percentage of contractingpaaies classified within third or four classes 28460f study
population.

Company Nationality: Diversity of the nationalities of companies resged contributes to enrich the study;
presence of foreign companies foster the compethietween the companies in preparing financiakstants;
the percentage of Jordanian companies amounts 88%;appropriate for representing the extent of th
commitment of Jordanian companies to apply IAS dristruction contracts.

Company Type The percentage of Joint stock companies of ssaayple is 64%. It is considered suitable for
responding objectively questionnaire's questionsabge joint stock companies are obliged to keepkdoo
prepare financial statements and publish thenfficial newspaper.

Capital: the percentage of contracting companies whoséatsfare more than six millions and less than ten
millions is 40% of companies, study sample. It refdhat work size of these companies requires aquate
capital.

Second: Information About The Respondents:
Table 3 show information about the respondent sampl
Table 3 Frequencies and Percentages According tously Variables

Percentage Frequency Category
34 17 Less than year Experience
36 18 1 year —less than 5
years
30 15 More than 5 years
100 50 Total
48 24 Cost accountant Designation
46 23 Accounting
Department Manager
6 3 Financial and
Administrative
Manager
100 50 Total
78.0 39 Bachelor Education
22.0 11 Master
100.0 50 Total

Table 3 outlines the structural properties of resiemts as follows:

Experience: Most respondents have experience ranging fromyene to less than five years; they represent 36
% of sample study. Accordingly, respondents aree d@bl respond objectively and efficiently questianma
questions.

Designation: Table 3 indicates that 48 % of respondents aré amsountants. Consequently, respondents are
able to respond objectively and accurately questior questions.

Education: Based on table 3, percentage of rafus holding bachelor degree is 39%. As a result,
respondents are able to respond objectively quesdice questions. In addition, they can use andydg® 11
Construction contracts; they are also aware ofitmgortance and role of IAS 11 construction consaict
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preparing financial statements.
Hypotheses Testing
First hypothesis Testing :

It states that Contracting companies in the HasteeKingdom of Jordan do not face problems of actiogn
measurement of construction contracts.

To validate this hypothesis, arithmetic means, ddath deviations have been extracted for resporfseanaple
study regarding the paragraphs of the first hypgthd able 4 figures out the results as follows:

Table 4 Arithmetic means and standard deviations ofesponses of sample study regarding the paragraphs
of first hypothesis related the problems of accouiig measurements in Jordanian contracting companies

Standard Arithmetic Means | Jordanian contracting companies face problems otowating| No.
Deviation measurement and they affect company's profitakaktyollows:
1.443 3.40 Evaluating complete works at the end of time permwl separate 1
between the complete and incomplete works of coatitm contracts
1.263 3.58 Separating between the costs of complete workscamdparing them 2

with their revenues in order to measure the proéitel losses of
implementation process

1.488 3.30 Measuring the profits of projects under implemeaotatat the end of 3
accounting time period

1.292 3.62 Allocating and distributing the costs of projects 4
1.437 3.34 Evaluating the works which are not approved by ragireeer 5
1.487 3.46 Difficulty in treating the revenues of long-ternojects 6
1.529 3.30 Difficulty in treating the costs of long-term projs 7
1.540 3.42 Varying the methods followed in treating the pragec 8
1.365 3.43 Total of arithmetic means and standard deviationth&f paragraphs

related to the problems of accounting measuremantJardanian
contracting companies

Table 4 shows arithmetic means and standard den&ibf the paragraphs which forms the first hypsithe
Arithmetic means are ranging from (3.30 to 3.5®3ragraph 2 stating that "separating between tists aaf
complete works and comparing them with their reesnin order to measure the profits and losses of
implementation process" has been at first rankitndrithmetic mean has reached (3.58); Paragragtatihg
that " Measuring the profits of projects under iempentation at the end of accounting time periodd an
paragraph 7 stating " Difficulty in treating thest® of long-term projects” have been at last ramit their
arithmetic means are (3.30). Arithmetic mean of theragraphs related to the problems of accounting
measurement in Jordanian contracting companieg & a whole.
Furthermore, arithmetic mean of the paragraphsstiating the first hypothesis, has been compardith w
standard mark (3) — acceptance standard of thethgpis — by using t-test as shown in Table 5.
Table 5

Arithmetic means and standard deviations and t-tesbf the paragraphs, constituting the first hypothess in

comparison with standard mark (3)

Significance level| Degrees of T Standard Arithmetic No. | Problems of accounting
freedom value | deviation mean measurement of construction
.031 49 2.215 | 1.365 3.43 50 | contracts the contracting

companies in The Hashemite
Kingdom of Jordan face

Table 5 shows that there is statistical signifieaat a level of ( =0.05) between arithmetic mean and
standard mark (3); t-value and significance lewmléreached 2.215 and .031, respectively. Thicates that
the hypothesis is refuted and the alternative Hysi$, stating that" contracting companies in tlashémite
Kingdom of Jordan face problems of accounting mesasant of construction contracts is accepted.

Second Hypothesis Testing

It stipulates that "contracting companies in theltanite Kingdom of Jordan do not face difficultiespplying

and using IAS 11 Construction Contracts while prigggfinancial accounts."”

To validate this hypothesis, arithmetic means, ddeth deviations have been extracted for resporfssanaple

study regarding the paragraphs of second hypothEaside 6 figures out the results as follows:
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Arithmetic means and standard deviations of respores of sample study regarding the paragraphs of

Table 6

second hypothesis related to the difficulties whitJordanian contracting companies face in applyindAS

11

Standard Arithmetic Means | Paragraph No.

Deviation

1.515 3.48 Lack of scientific knowledge of IAS for construaticontracts 1

1.163 3.44 Lack of vocational experience of IAS for constraatcontracts 2

1.367 3.64 Lack of accounting cost system of accounting booksch helps to] 3
determine construction costs and apply IAS 11 Gansbn contracts

.969 3.60 Lack of commitment of laws in Jordan to apply IA% ih contracting 4
companies

1.474 3.54 Lack of interest of management in financial statet®eand applying 5
international standards

1.163 3.44 Difficulty in treating the revenues of the projecisder implementation 6
while preparing financial statements

1.515 3.48 Problem of determining the profit for tax purposekile preparing 7
financial statements

1.432 3.48 Unwillingness of management of applying IAS becatlheemanagement 8
is unaware of the importance of applying IAS

1.432 3.48 Lack of employee training on requirements of IAS n&wuction| 9
contracts in accounting department

1.224 3.52 Total

Table 6 shows arithmetic means

management of applying IAS because the managememaware of the importance of applying IAS" hasrbe

and standard demnstdf the paragraphs which forms second hypothesis
Arithmetic means are ranging from (3.36 to 3.64)agraph 3 stating that " Lack of accounting cgstesn of
accounting books which helps to determine condtmotosts and apply IAS 11 Construction contratias
been at first rank and its arithmetic mean hasheq3.58); Paragraph 8 stating that " Unwillingned

at last rank and its arithmetic means is (3.30)thAretic mean of the paragraphs related to thecdiffes in
applying IAS 11 Construction Contracts is (3.52paghole.

Furthermore, arithmetic mean of the paragraphsstiating second hypothesis, has been compareld wit
standard mark (3) — acceptance standard of thethgpis — by using t-test as shown in Table 7.

Table 7

Arithmetic means and standard deviations and t-tesbf the paragraphs, constituting second hypothesia

comparison with standard mark (3)

Significance level| Degrees of T Standard Arithmetic No. | Difficulties in applying ISA
freedom value | deviation mean Construction contracts

.004 49 3.023 | 1.224 3.52 50

Table 7 shows that there is statistical signifieaata level of ( =0.05) between arithmetic mean and standard
mark (3); t-value and significance level have reatc8.023 and 0.004, respectively. This indicates the
hypothesis is refuted and the alternative hyposhestiating that" contracting companies in the Hastee
Kingdom of Jordan face Difficulties in applying amding IAS 11 Construction contracts while prepgrin
financial accounts is accepted.

Third Hypothesis Testing

Third main hypothesis stipulates that " there &istically significant effect of the extent to whi contracting
companies in the Hashemite Kingdom of Jordan appy 11 Construction Contracts on the profitabildf
these companies.”

First sub-hypothesisstipulates that "there is no statistically sigrfit effect of the commitment of contracting
companies to apply accounting policies and proasiof construction contracts according to the reguénts
of 1AS 11 on the profitability of these companies"

To validate this hypothesis, arithmetic means, ddeth deviations have been extracted for resporfssanaple
study regarding the paragraphs of third hypothdsible 8 figures out the results as follows:
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Table 8
Arithmetic means and standard deviations of respores of sample study regarding the paragraphs of thit
hypothesis related to the application of accountip policies and procedures of construction contracts
according to the requirements of IAS 11

Impact Standard Arithmetic Paragraph No.
Factor Deviation Means
Very high 1.216 3.52 Commitment of company to recognize revenuel

realization at the end of the project under the
requirements of IAS 11 Construction contracts
affects the profitability

Very high 1.421 3.68 Commitment of company to include all costs paid 2
at the end of financial period in final accounts
affects the profitability

Very high 1.062 3.66 Commitment of company to include revenues at|the3
end of financial period affects the profitability
Very high 1.562 3.64 Expenses of obtaining the contract treated | by4

Jordanian contracting companies as costs of project
affect the profitability

Very high 1.281 3.54 If the company charges back all machine5
depreciation to fiscal year, the profitability widke
affected

Very high 1.555 3.48 The commitment of company to keep accounting6

records of construction contracts until the end of
contract contributes to account contract's

profitability

Very high 1.266 3.48 Using percentage of completion method by the7
company affects the profitability

Very high 1.431 3.56 Using completed - contract method by the company8
affect the profitability

Very high 1.514 3.45 Using the two method by the company affects the9
profitability

Very high 1.313 3.54 Using the percentages of completion and includind.0

all costs paid until the date of preparing the
financial statements affect the profitability of
contracting company

Very high 1.668 3.44 Using the percentages of completion and includind.1
all costs paid and expected until the date| of
preparing the financial statements affect the
profitability of contracting company

Very high 1.729 3.48 Using the percentages of completion and excludind 2
the costs until the end of the project affect the
profitability of contracting company

Very high 1.400 3.40 Using the percentages of completion and treatind3
project accountings by using cost method affect|the
profitability

Very high .938 3.52 Using the percentages of completion and treatind4

project accountings by using engineer testimony
affect the profitability

Very high .938 3.52 Total

Table 8 shows arithmetic means and standard dengtf the paragraphs which forms sub hypothekisekto
accounting policies of construction contracts. €a8l outlines that the commitment to the requirdmen
standard of accounting policies affects highly phefitability of Jordanian contracting companiesArithmetic
means are ranging from (3.40 to 3.68); paragraptatng that * Commitment of company to includecalsts
paid at the end of financial period in final acctsuaffects the profitability " has been at firshkaand its
arithmetic mean has reached (3.68); ParagraphatiBgthat " Using the percentages of completioh ta@ating
project accountings by using cost method affeciptteditability " has been at last rank and itstarietic mean is
(3.40). Arithmetic mean of the paragraphs relatedthe application of accounting policies and pdages of
construction contracts according to the requiremeiAS 11 is (3.52) as a whole and the impact fact is very
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high.

Furthermore, arithmetic mean of the paragraphsstitating the hypothesis, has been compared wéthdsird
mark (3) — acceptance standard of the hypothésisusing t-test as shown in Table 9.

Table 9

Arithmetic means and standard deviations and t-tesbf the paragraphs, constituting the hypothesis in
comparison with standard mark (3)

Significance level| Degrees of T Standard Arithmetic No. | The commitment to apply
freedom value | deviation mean accounting policies and
.002 49 3.235 | 1.282 3.52 50 | procedures of construction

contracts according to IAS
Construction contracts

11

Table 9 shows that there is statistical signifieaata level of ( =0.05) between arithmetic mean and standard
mark (3); t-value and significance level have reatc8.235 and 0.002, respectively. This indicates the
hypothesis stating that "contracting companiesha Hlashemite Kingdom of Jordan do not commit tolyapp
accounting policies and procedures of constructiontracts according to the requirements of IAS 14",
refuted and the alternative hypothesis, stating'thare is statistically significant effect ofettommitment of
contracting companies to apply accounting polieied procedures of construction contracts accorttirthe
requirements of IAS 11 on the profitability of #Heecompanies, is accepted.

Second Sub — Hypothesis Testing

There is no statistically significant effect of themmitment of contracting companies to estimatecalized
profits and losses — with providing emergency neseof potential losses — according to the requéramof IAS

11 on the profitability of these companies.

To validate this hypothesis, arithmetic means, ddeth deviations have been extracted for resporfssanaple
study regarding the paragraphs of third hypothdsible 8 figures out the results as follows:

Table 10

Arithmetic means and standard deviations of respores of sample study regarding the paragraphs of the
hypothesis related to the estimation of unrealizegrofits and losses — with providing emergency resees

of potential losses- according to the requirementsf IAS 11

Commitment
degree

Standard
Deviation

Arithmetic
Means

Paragraph

No.

High

1.431

3.44

Providing an emergency reserve of poten

tiall

losses of projects which are being implemented

affects the profitability of contracting companie

S

High

1.403

3.50

Providing an emergency reserve in case
existing profit affects the profitability o
contracting companies

oP
f

Middle

1.495

3.36

Providing an emergency reserve in case
existing loss affects the profitability g
contracting companies

o8

=

High

1.403

3.52

In case of expecting the loss for one of projectd

which are being implemented, Jordan

an

contracting companies recognize these losses in

the final accounts and these losses affect
profitability.

the

middle

1.509

3.36

If the expected profits of the projects under

theb

implementation cover the potential loss of the

projects, the loss shall be recognized and it tf
the profitability.

eC

High

1.266

3.48

Applying the policy of allowance method f
potential losses of the part
according to IAS affects the profitability

Or 6

implemented

High

1.403

3.52

Applying the policy of allowance method f
potential losses of the remaining p
implemented according to IAS affects t
profitability

or 7
art
he
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High 1.762 3.42 Applying the policy of allowance method for the 8
potential losses for the value of whole contract
affects the profitability

High 1.618 3.56 Lack of applying allowance method for the9
potential losses of the value of the contract &ffec
the profitability.

High 1.380 3.44 Total

Table 10 shows arithmetic means and standard dmwabf the commitment to the paragraphs which form
second sub hypothesis related to estimate unrdafirefits and losseswith providing emergency reserves of

potential losses- according to the requirement&\6f11.

Table 10 indicates that total commitment of Jarda contracting companies to estimate unrealizetitp and
losses is high. Arithmetic means are ranging f(8r86 to 3.56); paragraph 9 stating that " In aafsexpecting
the loss for one of projects which are being imm@atad, Jordanian contracting companies recogniegseth
losses in the final accounts and these lossestaffecprofitability. " has been at first rank ard arithmetic
mean has reached (3.65); Paragraph 3 stating tRabVviding an emergency reserve in case of exidting
affects the profitability of contracting companiésand paragraph 5 stating that " If the expectatfits of the
projects under the implementation cover the paaémbiss of the projects, the loss shall be recaghiand it
affects the profitability. " have been at lastlgatheir arithmetic means are the same, (3.36hnroitment
degree is middle. Arithmetic mean of the paragraghated to estimate unrealized profits and lossedgth
providing emergency reserve of potential lossesedling to IAS 11 is (3.44) as a whole.

Furthermore, arithmetic mean of the paragraphsstitating the hypothesis, has been compared wéthdsird
mark (3) — acceptance standard of the hypothesisusing t-test as shown in Table 9.

Table 11
Arithmetic means and standard deviations and t-tesbf the paragraphs, constituting the hypothesis in
comparison with standard mark (3)

Significance level| Degrees of T Standard Arithmetic No. | Estimating unrealized profits
freedom value | deviation mean and losses — with providing
emergency reserves of potential
losses- according to the
requirements of 1AS 11
.002 49 3.223 | 1.380 3.44 50

Table 11 shows that there is statistical signiftzaat a level of ( =0.05) between arithmetic mean and standard

mark (3); t-value and significance level have reacl3.223 and 0.002, respectively. This indicateg this
hypothesis is refuted and the alternative hypo#hesating that " stating that "there is statislycaignificant
effect of the commitment of contracting companieestimate unrealized profits and losses — withviging
emergency reserves of potential losses — accotdiriige requirements of IAS 11 on the profitabilify these
companies ", is accepted.

Third sub hypothesis

It stipulates that there is no statistically sigraht effect of the commitment of contracting comipa to the
requirements of disclosure pertaining to constactiontracts according to the requirements of 1A the
profitability of these companies.

To validate this hypothesis, arithmetic means, ddath deviations have been extracted for resporfseanaple
study regarding the paragraphs of third hypothdsible 8 figures out the results as follows:
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Table 12

Arithmetic means and standard deviations of respores of sample study regarding the paragraphs of the
hypothesis related to the commitment of contractingcompanies to the requirements of disclosure

pertaining to construction contracts according to he requirements of IAS 11

Degree of Standard Arithmetic Paragraph
Impact of Deviation Means
Commitment

No.

High 1.568 3.50 Applying the requirements of disclosu
according to the standard and disclosure for
works under implementation gives a better img
of profitability of contracting companies

re 1
the
age

High 1.198 3.44 Applying the requirements of disclosu
according to the standard and disclosure for
works implemented gives a better image
profitability of contracting companies

re 2
the
of

High 1.555 3.50 Applying the requirements of disclosu
according to the standard and disclosure for
additions or discounts gives a better image
profitability of contracting companies

re 3
the
of

High 1.229 3.60 Applying the requirements of disclosu
according to the standard and disclosure for
financial claims pertaining to the contracts gi
a better image of profitability of contractin
companies

re 4
the
es

High 1.542 3.48 Applying the requirements of disclosu
according to the standard and disclosure for
payments gives a better image of profitability
contracting companies

re 5
the
of

Middle 1.469 3.38 Applying the requirements of disclosu
according to the standard and disclosure
down payments and insurances paid give
better image of profitability of contractin
companies

re 6
for
s a

High 1.617 3.42 Applying the requirements of disclosu
according to the standard and disclosure
emergency losses, fines and attachments giv
better image of profitability of contractin
companies

re 7
for
es a

High 1.377 3.48 Total

Table 13 shows arithmetic means and standard titevéaplus the degree of impact of the commitnadrthe
paragraphs which forms third sub hypothesis reladedhe commitment of Jordanian contracting congmto
the requirements of disclosure pertaining to caesion contracts according to the requirementsAS [L1.

Arithmetic means are ranging from (3.38 to 3.6Qgraggraph 4 stating that " applying the requiremenfts
disclosure according to the standard and disobofur the financial claims pertaining to the cootsagives a
better image of profitability of contracting compes" has been at first rank and its arithmetic mieas reached
(3.60); Paragraph 5 stating that " Applying theuisgments of disclosure according to the standard
disclosure for the payments gives a better imageaiftability of contracting companies "has bedrdast rank;
its arithmetic mean is (3.38); Arithmetic meanthé paragraphs related to the commitment of Joadani
contracting companies to the requirements of dsstck pertaining to construction contracts accordinghe
requirements of IAS 11 is (3.48) as a whole. Iditah, table 13 indicates that the total degwséémpact of
commitment for all paragraphs is high.

Furthermore, arithmetic mean of the paragraphsstétating the hypothesis, has been compared wéhdsrd
mark (3) — acceptance standard of the hypothésisusing t-test as shown in Table 14.
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Table 14
Arithmetic means and standard deviations and t-tesbf the paragraphs, constituting the hypothesis in
comparison with standard mark (3)

Significance level| Degrees of T Standard Arithmetic No. | Impact of commitment o
freedom value | deviation mean Jordanian contracting compani
to the requirements of disclosu
pertaining to constructio
contracts according to th
requirements of IAS 11 on th
profitability

.017 49 2.482 | 1.377 3.48 50

Table 14 shows that there is statistical signiftzaat a level of ( =0.05) between arithmetic mean and standard
mark (3); t-value and significance level have reacl2.482 and 0.017, respectively. This indicateg this
hypothesis is refuted and the alternative hypothestating that " there is statistically significaffect of the
commitment of contracting companies to the requinets of disclosure pertaining to construction cacts
according to the requirements of IAS 11 on theitabflity of these companies”, is accepted.

Third Main Hypothesis Testing
Third main hypothesis stipulates that " there &istically significant effect of the extent to whi contracting
companies in the Hashemite Kingdom of Jordan appy 11 Construction Contracts on the profitabildf
these companies.”
To validate this hypothesis, arithmetic means, ddath deviations have been extracted for resporfssanaple
study regarding the paragraphs of sub hypothesdse 5 figures out the results as follows:

Table 15
Arithmetic means and standard deviations of respores of sample study regarding the paragraphs of the
hypothesis related to the commitment of accountingrequirements of construction contracts according d
the requirements of IAS 11

f
es
re

Degree of Standard Arithmetic Paragraph No.
Impact of Deviation Means

Commitment

High .938 3.52 Applying accounting policies and procedures| of 1

construction contracts according to the
requirements of IAS 11 affects the profitability
of contracting companies

High 1.014 3.46 The commitment of contracting companies to the2
requirements of disclosure regarding
construction contracts according to IAS (11
affects the profitability of these companies

High 1.405 3.47 The commitment of contracting companies|to 3
estimate unrealized profits and losses — with
providing emergency reserves of the potential
losses of construction contracts according to|the
requirements of IAS 11 affects the profitability
of these companies

High .938 3.52 Total

Table 15 shows arithmetic means and standard tiwéaplus the degree of impact of the commitnedrgub
hypotheses which forms main hypothesis relatedtie impact of the commitment of Jordanian contragti
companies to the requirements of IAS 11 on the ifafufity; it indicates that the commitment of the
requirements of IAS 11 affects highly the profitapiof the contracting companies.

Furthermore, arithmetic mean of the paragraphsstétating the hypothesis, has been compared wéhdsrd
mark (3) — acceptance standard of the hypothésisusing t-test as shown in Table 16.
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Table 16

Arithmetic means and standard deviations and t-tesbf the paragraphs, constituting the hypothesis in

comparison with standard mark (3)

Significance level| Degrees of T Standard Arithmetic No. | Impact of commitment o

freedom value | deviation mean Jordanian contracting compani

the profitability

to the requirements of IAS 11 g

f
es

.017 49 2.482 | 1.377 3.48 50

Table 16 shows that there is statistical signiftzaat a level of ( =0.05) between arithmetic mean and standard
mark (3); t-value has reached 2.482 and it is flkas hypothetical mean; and significance levél.&l7. This
indicates that the hypothesis is refuted and tkerrative hypothesis, stating that " there idistiaally
significant effect of the extent to which contragticompanies in the Hashemite Kingdom of Jordaryags

11 Construction Contracts on the profitability bése companies ", is accepted.

4-The Results
The study has concluded the following results:

Contracting companies in the Hashemite Kingdomoofidn face problems of accounting measurement
of construction contracts; these problems affeetpfofitability of these companies; these problanes
represented by the following:

- Evaluating the complete works at the end of tpaegod;

- Separating between complete and incomplete works

- Separating between the costs of complete worklscampare them with the revenues in order to
measure the profits and losses of implementationgss;

-Measuring the profits of projects under impleméotg

- Allocating and distributing the costs of projects

-Evaluating the works which are not approved byehgineer;

- Difficulty in treating the revenues of long-teprojects;

- Difficulty in treating the costs of long-term peats; and

-Varying the method followed in treating the prdgec

The commitment of applying the accounting policiasd procedures of construction contracts
according to IAS 11 affects highly the profitahylif contracting companies in the Hashemite Kingdom
of Jordan.

The commitment of the requirements of disclosundaiing to construction contracts according to
IAS 11 affects highly the profitability of contrémg companies in the Hashemite Kingdom of Jordan.

The commitment of estimating unrealized — with pdovg emergency reserves of potential losses-
according to IAS 11 affects highly the profitabilif contracting companies in the Hashemite Kingdom
of Jordan.

Contracting companies in the Hashemite Kingdomoodidn face difficulties in applying and using IAS
11 Construction Contracts while preparing finanaietounts; these difficulties includes the follogin

Lack of scientific knowledge and vocational expece of ISA Construction Contracts;

Lack of accounting cost system of accounting bosk&h helps to determine construction costs and
apply IAS 11 Construction contracts;

Lack of accounting cost system of accounting bosk&ch helps to determine construction costs and
apply IAS 11 Construction contracts;

Lack of commitment of laws in Jordan to apply IABifh contracting companies;

Lack of interest of management in financial statetw@nd applying international standards;
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Difficulty in treating the revenues of the projeaiader implementation while preparing financial
statements;

Problem of determining the profit for tax purposésle preparing financial statements;

Unwillingness of management of applying IAS becatiieemanagement is unaware of the importance
of applying IAS; and

Lack of employee training on requirements of IAS\€louction contracts in accounting department.

5- The recommendations
The study has recommended the following:

Legislative and legal environment shall be orgashize a manner that contracting companies are
obliged to adopt international accounting standards

Accounting curricula in Jordanian universities sHa developed in order to teach accounting for
construction contracts.

Departments of contracting companies shall be awhpreparing financial statements using IAS 11
Construction Contracts.

Training courses on the importance of accountorgcbnstruction contracts using IAS 11 Construction
Contracts shall be held for the employees workinganstruction sector.

6-References :

Abu Nassar, Mohammad, and Lutfi, Mounir, "Factoffe@ing the delay of Issuing Annual Financial
Reports of Jordanian Companies", Journal of Adriaiive Studies, Volume 25, Issue 2, 1998.

Al-Tamimi, Khalid, and Dabbagh, Yassin, "Revenuealkzation In Contracting Companies And
Problems of Accounting Measurement According tednational and Iragi Standards, Journal of Al-
Rafidain Development, Volume 69, No. 24, 2002.

Al-khashamreh, Hussein, " Role of Accounting in MejkAdministrative Decisions In Construction
Sector: Field Study in Jordan, The Arab JournalManagement, Volume 23, No. 2, 2003.

Jordanian Contractors Association, Regulationsarft@actors Classification For year of 2007.

Jarbbo', Youssef, " Role of Accounting in Making Midistrative Decisions in Construction Sector
according to International Accounting Standardsjus® of Research and Studies For Developing
Audit profession, Volume 2, Islamic University, 200

Zaki, Hassan, " Cost Accounting of Construction tacts in The Light of International Accounting
Standards, Al-Warrag Foundation, 2000.

Abdeen, Hosny, " A scientific Framework of MeasgriThe Impact of Applying International
Accounting Standards for Construction ContractsTbe Results of Works of Contracting Companies
in Palestine- Applied Study, Phd Thesis, Al- Nildimiversity, 2006.

Attieh, Solueiman, " Accounting in Contracting Caamnjes- Control

231



