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ABSTRACT : Due to the recent uncertainty of market situations such as the escalation of petroleum
prices, increased production capacities of plants, limitations of the available EPC (Engineering,
Procurement, Construction) contractors, and the increase of raw material prices, EPC contractors
have had a tendency to include a higher reserve contingency in the lump—sum turnkey contract
price. In order to overcome the changes in the market, the plant project construction industry has
started to apply the converted lump—sum turnkey contract in plant construction market.

This study was focused to find the associated risks and to analyse the identified risks on recent
trend of application of the new contract type, which is the converted lump—sum turnkey contract. It
was recognized from the analysis that quality and cost have more high priority risks than other
project objectives. This paper also suggests the mitigation plan for identified risks to achieve project
objectives appropriate to the converted lump—sum turnkey project from the viewpoint of an EPC

contractor keeping transparency with owner.

Key words : lump sum contract, converted lump sum contract, open book estimation, risk
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Fig. 1 Phase of convertible lump sum turnkey contract.
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