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Aspects of the Financial Development in the Construction Industry
According to the Proposed Construction Contract Provisions
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Civil Engineering Department, College of Engineering, King Saud University
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(Received 30/06/2010 ; Accepted for publication 21/03/2011)

Abstract. A research team from King Saud University has proposed a balanced formulation for the public work contract to
be a substitute of this contract. This paper discusses the provisions of the proposed contract that are related to payments and
delaying payments to the contractor, prices fluctuation due to inflation, evaluating change orders, fluctuation of US Dollars
exchange rate, and warranty period. An example has been provided to show how to specify the optimum value for the factors
that have an impact on the project financing. Also, a comparison has been provided between the proposed contract with the
public work contract and the FIDIC contract in these provisions. This paper revealed that the proposed contract has specified
optimum values for the factors that have an impact on the cost of project financing; specified how to apply inflation formula
based on the data from the Public Statistical Authority in Saudi Arabia; established a fair system for evaluating change orders
and even if the US § exchange rate is fluctuated; and specified that the warranty period is ten years from preliminary hand-
over and the consultant is also responsible with the contractor. Developing construction industry requires that the government
regulations adopt these proposed provisions because it will reduce the risk beard by the contractors and accordingly they will
reduce their bids.



