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Q.1)  Contract price ` 5,00,000, 7/10th of the contract was completed. However, architect gave certificate only for 50% of the contract price on which 80% was paid. Cost incurred to date 
` 4,20,000. Calculate the value of work certified the cost of work uncertified and payment received from customer.

Q.2) [Notional profit]
Calculate Notional profit in each of the followings alternatives cases:
(A) Value of work certified ` 2,50,000; cost of work certified ` 1,00,000
(B) Value of work certified ` 2,50,000; cost of work uncertified ` 20,000, total cost incurred till date ` 1,20,000
Q.3) Contract price ` 8,00,000, current cost incurred to date ` 4,00,000, cash received 80%.
Calculate the amount of profit to be credited to profits and loss account in each of the following alternative cases:-
Case I :   Value of work certified ` 1,90,000, cost of work uncertified ` 2,40,000.
Case ii :  Value of work certified ` 2,00,000, cost of work uncertified ` 2,60,000.
Case iii : Value of work certified ` 4,00,000, cost of work uncertified ` 1,20,000.
Case iv : Value of work certified ` 4,80,000, cost of work uncertified ` 64,000.
Case v : Value of work certified ` 7,20,000, cost of work uncertified ` 20,000. Estimated additional costs likely to be incurred to completed the unfinished work ` 20,000.

Q.4) [Treatment Of Normal Loss And Anticipated Loss] 
Contract price ` 5,60,000, Current costs incurred to date 5,00,000, Value of work certified ` 4,20,000, Cost of work uncertified ` 2,000, Estimated additional costs likely to be incurred to complete the unfinished work ` 2,00,000. Calculate the amount of profit to be transferred to profit and loss account.

Q-5)  Mr. Rahul undertook a contract no. 420 for ` 5,00,000on 1st July 2005. On 31st march 2006. When the accounts were closed, the followings information was available.
Materials issued		         ` 55,000		Wages paid 			   ` 18,000
Direct exp paid		         ` 6,000			General overheads 	  25% of wages
Site office costs		        ` 10,000		Costs of sub-contracts	   ` 15,000
Plant				        ` 2,00,000		Wages accrued at the end  ` 2,000
Direct expenses prepaid at the end ` 1,000		Material at site at the end   ` 5,000
Cost of work uncertified	` 20,000			
Cash received ` 2,00,000 being 80% of work certified.
The plant was installed on the respective date of the contract and depreciation is to be provided at 10% p.a.
Required: prepare contract account, contractee’s account and shows the relevant items relating to contract in the contractor’s balance sheet.  

Q.6)  The following was the expenditure on a contract for ` 12,00,000 commenced in January. Material ` 2,40,000; Wages ` 3,28,000: Plant ` 40,000: Overheads ` 17,200.Cash received on account of the contract up to 31st December was  ` 4,80,000 being 80% of the work certified. The value of material in hand was ` 20,000. The plant had undergone 20% depreciation. Prepare contract account. 
Q.7)  Pioneer construction company Ltd. obtained the contract for the erection of a multi-storey building. Building operation started in July. The contract price was ` 9,00,000. On 30th June, the end of the financial year. The case received on account was ` 3,60,000, being 80% of the amount on the surveyor’s certificate. The following additional information is given
Material issued to contract 						        	 ` 1,80,000
Material on hand at site as on 30th June				    	           ` 7,500
Wages 										 ` 2,46,600
Plant purchased especially for contract and to be depreciated at 
10% per annum. 								     	 ` 30,000
Direct expenses incurred 							     	 ` 12,900
General overhead allocated to contract 				     	 ` 7,600
Work finished but not yet certified at cost 					 ` 15,000

	You are required to prepare the contract account and the statement showing the profit on the contact to 30th June indicating what proportion of the profit the company would be justified in taking to the credit of the profit and loss account. Show what entries in respect of the contract would appear in the balance sheet.  

Q.8)  From the following information prepare contract account in tabular form.
Contracts 				  	      A			      B		    C
Commencement 			             1.1.95    		  1.7.95       1.10.95
Contact price 				` 80,000		` 54,000	` 60,000
Raw material 				` 14,400		` 11,600	 ` 4,000
Wages paid 					` 22,000		` 22,400	 ` 2,800
General charges 				     ` 800		    ` 560           ` 200
Plant installed 				  ` 4,000		 ` 3,200	 ` 2,400
Material on hand at end 			     ` 800		    ` 800	    ` 400
Wages accrued				     ` 800		     ` 800	    ` 360
Work certified 				` 40,000		` 32,000	 ` 7,200
Work uncertified				  ` 1,200		  ` 1,600	    ` 420
Case received against work certified 	` 30,000		` 24,000	 ` 5,400
Depreciations is to be charged on the plant @ 10% p.a. which was installed on the opening date of contract in each case.

Q.9) A contractor prepares his account for the year ending 31st December each year. He commenced a contract on 1st April 2000. The following information relates to the contract as on 31st December 2000:
											     `
Material issued 								2,51,000
Labour charges 								5,65,600
	Salary to foreman 								   81,300
A machine costing ` 2,60,000 has been on the site for 146 days, its working life is estimated at 7 year and its final scrap value at ` 15,000.
A supervisor, who is paid ` 8,000 p.m. has devoted one-half of his time to this contract.
All other expenses and administration charges amount to ` 1,36,500.
Material in hand at site costs ` 35,400 on 31st December 2000.
The contract price is ` 20,00,000. On 31st December 2000 two-third of the contract was complete. The architect issued certificates covering 50% of the contract price, and the contractor had been paid ` 7,50,000 on account.
Prepare contract account and show how much profit or loss should be included in financial accounts to 31st December 1998.

Q.10)	 The following information relates to building contract for ` 10,00,000 for which 80% of the value of work-in-progress certified by the architect is being paid by the contractee:
				      І year 			     ІІ year		ІІІ year
Materials issued 		` 1,20,000			` 1,45,000		` 84,000
Direct wages 		` 1,10,000			` 1,55,000	       ` 1,10,000
Direct expenses 		     ` 5,000			   ` 17,000		  ` 6,000
Indirect expenses 		     ` 2,000			     ` 2,600		     ` 500
Work certified 		` 2,35,000			` 7,50,000	     ` 10,00,000
Uncertified work 		     ` 2,800			     ` 8,000
Plant issued 			   ` 14,000				 Nil	
Material at site 		    ` 2,000			    ` 5,000		  ` 8,000
	The value of the plant at the end of І,ІІ,ІІІ years was ` 11,200, ` 7,000 and ` 3,000 respectively.
Prepare contract account for these three years, taking into account such profit as you think proper on incomplete contract. 

Q.11) The following information relates to two contracts of X Ltd. in 1999.
							Contract A             Contract B 
Material sent to site 				` 1,70,698 		` 1,46,534
Labour 						` 1,48,750		` 1,37,046
Plant 							   ` 30,000		   ` 25,000
Direct expenses 					     ` 6,334		     ` 5,718
Establishment charges 				     ` 8,252		     ` 7,704
Materials returned to store 			     ` 1,098		     ` 1,264
Work certified 					` 3,90,000		` 2,90,000
Work uncertified 					     ` 9,000		     ` 6,000
Materials at site (31-12-1999)			     ` 3,766		     ` 3,472
Wages accrued (31-12-1999)			     ` 4,800	               ` 4,200
Direct expenses accrued (31-12-1999)		        ` 480		        ` 360
Value of plant (31-12-1999)			   ` 22,000		   ` 19,000

The contract price was ` 5,00,000 for A and ` 4,00,000 for B. The case received from the contractee was 80% of value of work certified. Prepare for ‘A’ the contract account and for ‘B’ the contractee’s account.

Q.12)	The following expenses were incurred on a contract:
								 	     Rs.
Material purchased 						6,00,000
Material drawn from stores 					1,00,000
Wages 								2,25,000
Plant issued 								   75,000 
Chargeable expenses 						   75,000
Apportioned indirect expenses 					   25,000
	The contract was for ` 20,00,000 and it commenced on January 1, 1998. The value of the work complete and certified 30th November 1998 was ` 13,00,000 of which ` 10,40,000 was received in case, the balance being held back as retention money by the contractee. The value of work complete subsequent to the architect’s certificate but before 31st December 1998 was ` 60,000. There were also lying on the site materials of the value of ` 40,000. It was estimated that the value of plant as at 31st December 1998 was ` 30,000.     	 	  		  		
Prepare the contract account for the year ended 31.12.94 and show the amount of profit, which you consider might be fairly taken on the contract, Show complete calculations.           
Q13)	A building contractor having undertaken construction work at a contract price of ` 5,00,000 began the execution of the work on 1st January 1988. The following are the particulars of the contract up to 31st December 1988:

Machinery installed at site 	` 30,000   	Work certified by architect	 	` 3,90,000
Material sent to site 		` 1,70,698   	Case received 			` 3,60,000
Labour at site 		` 1,48,750   	Case of work not certified yet	    `  9,000
Direct expenses 		     ` 6,334    	Materials in hand as at 31-12-1988	     ` 3,766
Overhead charge allocated 	     ` 8,252	Wages accrued due on 31-12-1988	     ` 5,380
Materials retuned from site 	     ` 1,098	Value of machinery at 31-12-1988	   ` 22,000

It was decided that the profit made on the contract in the year should be arrived at by deducting the cost of the work certified from the total value of the architect’s certificates, that 1/3rd of the profit so arrived at should regarded as a provision against contingencies and that such provision should be increased by taking to the credit of Profit and Loss A/c only such portion of the 2/3rd profit as the case received bore to work certified. Prepare the contract account for the year and show the amount taken to the credit of the Profit and Loss account.

Q.14)	 From the following particulars, write up contract No. 5 account and find out the value of tender (Contract) price: Materials used ` 30,000, Productive wages ` 25,000, Direct expenses ` 500; provide 60% on productive wages for works overhead and 12½% on works cost for office overhead. Profit to be realized 15% on the tender price.
Q.15)  The following particulars relate to two houses which a firm of builders had in course of construction under contract:
									House A	House B
Works-in-progress on 1st January 2008(Excluding `800
Estimated profit which was taken to P&L account in 2007) `14,000	         `
Materials purchased						23,000	16,600
Wages 								20,000	14,000
Electrical services and fitting 					  1,400	     300
Road-making charges 						  8,000	         -
Contract price (Including road making) 			60,000	40,000
Case received to 31stDecember 2008				60,000	24,000
Percentage of case received to work certified 		  100%       66.2/3%
Value of materials in hand on 31stDecember 2008		    400		    540
Complete work not certified 							  2500
Value of plant used on sites					12,000	 6,000
Period of plants remained on sites during the year 	    10 months     8 months

The total establishment expenses incurred during the year 2008 amounted ` 12,240. These are to be charged to the two contracts in proportion to wages. Depreciation of plant to be taken into account at the rate of 10% per annum.  
	Prepare the two contracts accounts (in columnar form) showing the profit and loss on each house for the year 2008 and the sums which you consider appropriately transferable to the profit and loss account.   
Q.16)  Modern construction Ltd. obtained a contract No.B-37 for ` 40 lakhs. The following balances and information relate to the contract for the year ended 31st March 2008:
					1.4.2007				31.3.2008
Work-in-progress:
Work certified 			9,40,000				30,00,000
Work uncertified 			   11,200				     32,000
Materials at site 			    8,000				     20,000
Accrued wages 			    5,000				       3,000

Additional information relating to the year 2007-2008 are-		     		`
Material issued from store 							4,00,000
Material directly purchased 							1,50,000
Wages paid 										6,00,000
Architect’s fees 									51,000
Plant hire charges 									50,000
Indirect expenses 									10,000
Share of general overheads for B-37 						18,000
Materials returned to store 							25,000
Materials retuned to suppliers 							15,000
Fines and penalties paid								12,000

The contractee pays 80% of work certified in case. You are required to prepare:
(i) Contract amount showing clearly the amount of profits transferred to profit and loss A/c.
(ii) Contractee’s account
(iii) Extract of balance sheet.
    
Q.17)	A contractor, who prepares his account on 31st December each year, commenced a contract on 1st April 1990. The costing records concerning the said contract reveal the following information on 31st December 1990:
											        
Rs.
Materials charged to site 								2,58,100
Labour engaged 									5,60,500
Forman’s salary 									   79,300
Plant costing ` 2,60,000 had been on site for 146 days. Their working life is estimated at 7 years and their final scrap value at ` 15,000. A supervisor, who is paid ` 4,000 p.m. has devoted approximately three-fourths of his time to this contract. The administrative and other expenses amount to ` 1,40,000. Materials in hand at site on 31st December 1990 cost ` 25,400. Some of the material costing ` 4,500 was found unsuitable and was sold for ` 4,000 and a part of the plant costing 5,500 (on 31.12.90) unsuited contract was sold at a profit of ` 1,000.         
	The contract price was ` 22,00,000 but it was accepted by the contractor for ` 20,00,000. On 31st December 1990, two third of the contract was completed. Architect’s certificate had been issued covering 50% of the contract price and ` 7,50,000 had so far been paid on account. Prepare contract account and stale how much profit or loss should be included in the financial accounts to 31st December 1990. Working should be clearly given. Depreciation is charged on time basis.
	Also prepare the contractee’s account and show how these accounts would appear in the balance sheet as on 31st December 1990.     	
Q-18)	Messrs Kishore and company commenced the work on a particular contract on 1st April 1999. They close their books of accounts for the year on 31st December each year. The following information is available from their costing records on 31st December 1999:
Material sent to site ` 50,000; Foreman’s salary ` 12,000; Wages paid ` 1,00,000.
A machine costing ` 32,000 remained in use on site for 1/5 of the year. Its working life was estimated at 5 years and scarp value at ` 2,000. A supervisor is paid ` 2,000 per month and had devoted one-half of his time on the contract.
All other expenses were ` 15,000. The materials on site were was ` 9,000. The contract price was ` 4,00,000. On 31st December 1999, 2/3 of the contract was completed. However, the architect gave certificate only for ` 2,00,000 on which 75% was paid.
	Prepare the contract account.
	
Q-19)	Messrs Kishore and company commenced the work on a particular contract on 1st April 1999. They close their books of accounts for the year on 31st December each year. The following information is available from their costing records on 31st December 1999:
Material sent to site ` 50,000; Foreman’s salary ` 12,000; Wages paid ` 1,00,000.A machine costing ` 32,000 remained in use on site for 1/5 of the year. Its working life was estimated at 5 years and scarp value at ` 2,000. A supervisor is paid ` 2,000 per month and had devoted one-half of his time on the contract.
	All other expenses were ` 15,000. The materials on site were was, ` 9,000. The contract price was ` 4,00,000. On 31st December 1999, 2/3 of the contract was completed. However, the architect gave certificate only for ` 2,00,000 on which 75% was paid.
	Prepare the contract account.
          
Q.20) Paramount engineers are engaged in construction and erection of a bridge under a long-term contract. The cost incurred up to 31.03.1999 was as under:
Fabrication 				    		 Rs. is lakhs.
Direct materials						280
Direct labour							100
Overheads 							 60
								440
Erection costs to date 					110
								550		
The contract price is ` 11 crores and the case received on account till 31.03.1999 was ` 6 crores A technical estimate of the contract indicates the following degree of completion of work:
Fabrication- direct material- 70%, Direct labour and overheads 60%, Erection- 40%.
	You required estimating the profit that could be taken to profit and loss account against this partly completed contract as at 31.03.1999.  	

Q.21)  A contractor commenced a building contract on October, 1, 1997. The contract price is ` 4,40,000. The following data pertaining to the contract for the year 1998-99 has been compiled from his books and is as under:
								 			    `
April, 1, 1998	Work-in-progress not certified 				55,000  
     	  	 	Materials at site 						  2,000
1998-99		Expenses incurred:
			Material issued 					        1,12,000
			Wages paid 						        1,08,000
			Hire of plant 							20,000
			Other expenses 						34,000
March 31, 1999	Materials at site 						  4,000
			Work-in-progress: Not certified 				  8,000
			Work-in-progress: certified 			       4,05,000

The case received represents 80% of work certified. It has been estimated that further costs to complete the contract will be ` 23,000 including the materials at site as on March 31, 1999. 
  	Required: Determine the profit on the contract for the year 1998-99 on prudent basis, which has to be credited to P&L A/c.

Q.22)  Rex Ltd. commenced a contract on 1.7.1998. The contract price was  ` 5,00,000 but Rex Ltd. accepted the same for ` 4,50,000. It was decided the total profit and take to the credit of Profit & Loss A/c that proportion of estimated profit on case basis which the work complete bore to the total contract price. Actual expenditure till 31.12.1998 and estimated expenditure in 1999 are given below:
Expenses 				Actual till 31.12.1998     	    Estimates for 1999
Materials 				       `	75,000			` 1,30,000
Labour 					55,000			      60,000
Plant purchased (at original cost)	40,000			
Miscellanies expenses 			20,000			      35,500
Plant returned to stores (at original cost)
On 31.12.1998				10,000	On 30.9.1999     25,000
Material at site				  5,000				 Nil
Work certified 			       2,00,000				Full
Work uncertified 			            7,500				 Nil
Case received 			       1,80,000				Full

The plant is subject to annual depreciation @ 20% of original cost. The contract is likely to be completed on 30.9.99. You are required to prepare the contract account for the year ended 31.12.98. Working should be clearly given. It is the policy of the company to change depreciation on time basis.   
	 	  	 		
Q.23) compute a conservative estimate of profit on a contract (which has been 90% complete) from the following particular. Calculate the proportion of profit to be taken to profit & loss Account under various methods and give your recommendation.
										       `
Total expenditure to date							4,50,000
Estimated further expenditure to complete
The contract (including contingencies)			             	   25,000
Contract price								6,12,000
Work certified								5,50,800
Work uncertified								   34,000
Cash received								4,40,640

Q.24)	The following particular are obtained from the books of Vinak Construction Ltd. as on march 31,3,1983:-
Plant and equipment at cost  ` 4,90,000	   
 Vehicles of cost	   ` 2,00,000
Details of contract which remain uncompleted as on 31.3.83:
Contract Nos.				V.20		V.24		V.25
					       (Rs.Lacs)     (Rs.Lacs)	       (Rs.Lacs)
Estimate final sales value			8.00		5.60		16.00
Estimated final cost			6.40		7.00		12.00
Wages					2.40		2.00		  1.20
Materials 					1.00		1.10		  0.44
Overheads (excluding depreciation)	1.44		1.46		  0.58
Total costs to date				4.84		4.56		  2.22
Value certified by architects 		7.20		4.20		  2.40
Progress payments received		5.00		3.20		  2.00

Deprecation of plant and equipment and vehicles should be charged of 20% to the three contracts in proportion to work certified.
You are required to prepare statements showing contract-wise and total:
  
(i) Profit/Loss to be taken to the P&L.A/C for the year ended 31st march,1983
(ii) Work-in-progress as would appear in the balance sheet as at 31st march, 1983.

Q.25)	A contractor has entered into a long term contract at an agreed price of ` 1,75,000 subject to an escalation clause for materials and wages as spelt out in the contract and corresponding actual are as follows :
			Standard					  Actual
Materials		Qty (Tones)	   Rate (Rs.)	   Qty (Tones)     Rate (Rs.)
A			5.000			5		5,050		4.80
B			3,500			8		3,450		7.90
C			2,500			6		2,600		6.60
Labour		Hours			Hourly	Hours		Hourly
						Rate (Rs.)			Rate (Rs.)
X			2,000			7.00		2,100		7.20
Y			2,500			7.50		2,450		7.50
Z			3,000			6.50		3,100		6.60

Reckoning the full actual consumption of material and wages the company has claimed a final price of ` 1,77,360. Give your analysis of admissible escalation claim and indicate the final price payable.

Q.26)	 Brock construction Ltd. Commenced a contract on November 1,2003. the total contract was for ` 39,37,500. it was decided to estimate  the total profit on the contract and to take to the credit of P/L A/c that proportion of estimated profit on cash basis, which work completed bore to the total contract. Actual expenditure for the period November 1,2003 to October 31,2004 and estimated expenditure for November 1,2004 to march 31,2005 are given below:
			   	   November 1,2003 	   November 1,2004
					    to			  	  to
				   October 31,2004		   March 31,2005
					(Actuals)	               (Estimated)
					    Rs.				  Rs.
Materials issued			6,75,000			12,37,500
Labour: paid				4,50,000			  5,62,500
Prepaid				   25,000			----------
Outstanding				---------			       	       2,500
Plant purchases			3,75,000			----------
Expenses: paid			2,00,000			     25,000
Outstanding				   50,000			     25,000
Plant returns to store 		   75,000			  3,00,000
(historical cost)		    (on march31,2004) 	  (on march31,2005)
Work certified			20,00,000			       full
Work uncertified			     75,000			   
Cash received 			17,50,000		
Materials at site			     75,000			    37,500

The plant is subject to annual depreciation @33 ⅓% on written down value method. The contract is likely to be completed on March 31, 2005.
Required:
(i) prepare the contract A/C. determine the profit on the contract for the year    November,2003 to October,2004 on prudent basis ,which has to be credited to P/L A/C.

Q.27) 	 MNP construction Ltd. commenced a contract on April 1, 1999. the total contract was for ` 17,50,000. It was decided to estimate the total profit and to the credit of P/L A/C the proportion of estimated profit on cash basis which work completed bore to the total contract, actual expenditure in 1999-2000 and estimated expenditure in2000-2001 are given below:
							1999-2000		2000-2001
							 (Actual)	          (Expected)
							      `	                          `
Materials issued 					3,00,000		5,50,000
Lobour: Paid					           2,00,000		2,50,000
	: Outstanding at end 			   20,000		   30,000
Plant purchased 					1,50,000
Expenses paid 					   75,000		1,50,000
	: Prepaid at end 				   15,000
Plant retunes to store (historical cost)		   50,000		1,00,000
								       (on Dec 31.2000)
Materials at site 					   20,000		   50,000
Work certified					8,00,000		       Full
Work uncertified 					   25,000		
Case received 					6,00,000		       Full

The plant is subject to annual depreciation (a), 25% of WDV cost. The contract is likely to be completed to Dec 31.2000. Prepare the contact account. Determine the profit on the contact for the year 1999-2000 on prudent basis, which has to be created to P/L A/c.

Q.28)	British contractors Ltd. Undertake three contract is a year- first on 1st January, Second on 1st July and third on 1st October. On 31st December, when there account is made up, the position was as follows:
	Contract
	1 (`)
	2 (`)
	3 (`)

	Contract price
Expenditure: Materials
Wages
General expenses
Plant installed
Materials on hand     
Wages accrued 
General expenses accrued
Work certified  
Case received in respect thereof 
Work finished but uncertified 
	2,00,000
39,400
63,250
2,000
10,000
2,000
1,725
300
1,20,000
90,000
3,000
	1,35,000
29,000
56,200
1,400
8,000
2,000
1,800
200
80,000
60,000
4,000
	1,50,000
10,000
7,000
500
6,000
1,000
800
100
18,000
13,500
1,050



Contract I had been negotiated two year back with an escalation clause providing that should material prices and wages rates increase by more than 2.5%, the contractee would increase the contract price by 20% of the rise in the cost of materials and 40% of the rise in the wage rates beyond 2.5% in each case. It is seen that since the singing of the agreement the material price had gone up by 10% and wage rates by 15%. The value of work certified does not take into account the effect of the escalation cause.
The plant was installed on the dates of the contracts and depreciation is taken at 10% per annum.
Prepare the respective accounts in the contact ledger and give suitable entries in the company’s balance sheet.

Q.29)	A construction company under taking a number of contracts, furnished the following data relating to its uncompleted contracts as on 31st March 1996:
	
	(` In lacs)

	
	723
	726
	729
	731

	Total contract price 
	23.20
	14.40
	10.08
	28.80

	Estimated cost on completion of contact  
	20.50
	11.52
	12.60
	21.60

	Expenses for the year ended 31.3.1996: 

	Direct materials 
	5.22
	1.80
	1.98
	0.80

	Direct wages  
	2.32
	4.32
	3.90
	2.16

	Overheads (Excluding depreciation) 
	1.06
	2.60
	2.62
	1.05

	Profit reserves as on 1.4.95
	1.50
	-
	-
	-

	Plant issued at cost
	5.00
	3.50
	2.75
	3.00

	Materials at site on 1.4.95
	0.75
	-
	-
	-

	Materials at site on 31.3.96 
	0.45
	0.20
	0.08
	0.05

	Work certified till 31.3.95 
	4.65
	-
	-
	-

	Work certified during the year 1995-96
	12.76
	13.26
	7.56
	4.32

	Work uncertified as on 31.3.96
	0.84
	0.24
	0.14
	0.18

	Progress payments received during the year 
	9.57
	9.0
	5.75
	3.60


     
Depreciation @ 20% per annum is to be charged to plant issued. While the contract No. 723 was carried over from last year, the remaining contracts were started in the 1st week of April 1995.
Required:
(i) Determine the profit/loss in respect of each contract for the year ended 31st March 1996.
(ii) State the profit/loss to be carried to profit & loss A/c for the year ended 31st March 1996.

Q.30)	A company undertook a contract for construction of a large building complex. The construction work commenced on 1st April, 1983 and the following data are available for the year ended 31st march, 1994.
										Rs.000
Contract price								35,000
Work certified								20,000
Progress payments received 						15,000
Materials issued to site 							  7,500
Planning and estimating costs 						  1,000
Direct wages paid 								  4,000
Materials returned from site 						     250
Plant hire charges								  1,750
Wage related costs								     500
Site office costs 								     678
Head office expenses apportioned 					     375
Direct expenses incurred 							     902
Work not certified 								     149
The contractor owns a plant which originally cost ` 20 lacs has been continuously in use in this contract throughout the year. The residual value of the plant after 5 year of life is expected to be ` 5 lacs. Straight line method of depreciation is in use.
   	As on 31st March, 1994 the direct wages due and payable amounted to ` 2,70,000 and the materials at site were estimated Rs. 2,00,000.
Required:
(i) Prepare the contract account for the year ended 31st march 1994.
(ii) Show the calculation of profit to be taken to the profit and loss account of the year.
(iii) Show the relevant balance sheet entries.


Q.31)	One of the contracts currently engaged in by Construction Company commenced 15 months ago and remains unfinished. The following information relating to the work on the contract has been prepared for the year just ended:
										Rs. ‘000
Contract price 								2,500
Value of work certified at the end of year 				2,250
Cost of work not yet certified at the end of year			     40
Cost incurred:
Opening balances:
Cost of work completed 							   300
Materials on site (Psychical stock)					     10 
During the year:
Material delivered to site							   610
Wages 									   580
Hire of plant 								  	   110
Other expenses 								     90
Closing balance:
Materials on site (Physical stock)					     20

As soon as materials are delivered to the site, they are charged to the contract account. A record is also kept of materials as they are actually used on the contract. Periodically a stock check is made and any discrepancy between book stock and physical stock is transferred to a general contract material discrepancy account. This is absorbed back to each contract, currently at the rate of 0.5% of materials booked. The stock check at the yearend revealed a stock shortage of ` 5,000.
In addition to the direct charges listed above, general overheads are charged to contracts at 5% of the value of work certified. General overheads of ` 15,000 had been absorbed into the cost of work completed at the beginning of the year. It has been estimated that further costs to complete the contract will ` 2,20,000. This estimate includes the cost of materials on site at the end of the year just finished and also a provision for rectification.
	Required: Determine the profitably of the above contract and recommend how much profit (to the nearest Rs. ‘000) should be taken for the year just ended. (Provide a detailed schedule of costs)

Q.32)	Deluxe limited undertook a contract for ` 5,00,000 on 1st  July 1996, when the accounts were closed, the following details about the contract were gathered:
Materials purchased 		   Rs. 1,00,000		Wages accrued 30.6.1997	Rs. 5,000
Wages paid				45,000		            Work certified 		 2,00,000
General expenses 			10,000		            Work uncertified 		    15,000
Plant purchased 			50,000		            Case received 	            1,50,000
Materials on hand 30.6.1997		25,000		            Depreciation of plant                 5,000
The above contract contained an escalation clause which reads as follows: “In the event of prices of materials and rates of wages increase by more than 5% the contract price will be increased accordingly by 25% of the rise in the cost of materials and wages beyond 5% in each case”.
  	It was found that since the date of singing the agreement the prices of materials and wage rates increased by 25%. The value of work certified does not take into account the effect of the above clause. Prepare the contract account. Working should be shown as part the answer.
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