
CONTRACT COSTING

T.Y.B.Com.
(Semester – VI)

1. On 31st October, 2013, A undertook a Contract No. 786 for ` 2,00,000. The following

information is available in respect of this contract for the accounting year ended 31st

December, 2013.

Particulars `

Work Certified 40,000

Wages paid 15,000

Materials supplied 20,000

Other expenses 3,000

Plant supplied on 01/10/2013 20,000

Uncertified work 1,000

Materials unused lying at site 800

Wages due but not paid 600

Provide 10% depreciation on Plant.

Prepare Contract Account in the books of A.

2. A building contractor furnishes the following records about a contract commenced on 1st April,

2017. Expenses incurred on the contract upto 31st December, 2017 were :

Particulars `

Materials purchased 21,500

Wages paid 50,110

Foreman’s salary 6,310

Administrative expenses 12,610

Materials purchased 15,000

A supervisor with a monthly salary of ` 1,000 has spent half of his time on this contract.

Materials at site on 31/12/2017 were worth ` 2,480. The machinery purchased was used for 73

days. The estimated life of the machine is 5 years and its scrap value is estimated at ` 1,000.

The contract price is fixed at ̀  2,20,000. On 31st December, 2017 two-thirds of the contract was

completed. Work certified was worth ` 1,20,000 and ` 90,000 have been paid on account.

Prepare the Contract Account.

3. The following is the summary of the entries in a Contract Ledger as on 31st December, 2013 in

respect of Contract No. 51 :

Particulars `

Materials (Direct) 60,000

Materials (from Stores) 13,000

Wages 34,600

Direct expenses 13,400

Establishment charges 16,000
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Plant 68,400

Sale of scrap 3,640

Sub-contract cost 14,400

You are given the following information :

(a) Accruals on 31/12/2013 are : Wages ` 1,600 and Direct expenses ` 2,200.

(b) Depreciation on plant upto 31/12/2013 is ` 17,100.

(c) Included in the above summary of abstract are wages ` 2,000 and other expenses ` 3,000

since certification. The value of the material used since certification is ` 4,160.

(d) Materials on site on 31/12/2013 cost ` 20,000.

(e) Work certified was ` 1,25,000.

Prepare Contract Account No. 51 and show that profit or loss should be taken into account for

the year ended 31st December, 2013.

4. Jai Hind Construction Company undertook the construction of a building at a contract price of

` 2,00,00,000.

The date of commencement of contract was 1st May, 2013.

The following cost information is given for the period ended 31st March, 2014 :

(a) Direct Materials sent to the site – 5,000 tons @ ` 1.50 per kg.

(b) Indirect Materials ` 6,50,000.

(c) Direct Labour – 12,000 man-days @ ` 180 per man-day.

(d) Indirect Labour charged at 7.5% of Direct Labour.

(e) Sub-contract charges charged at 15% of Indirect materials.

(f) Direct Materials returned to stores 20 tons.

(g) Direct Materials lost in an accident 5 tons.

(h) Supervision charges paid ` 8,000 per month.

(i) Administrative overheads incurred ` 12,000 per month.

(j) Architect fees charged at 2% of Work Certified.

(k) Plant and Machinery installed at site on the date of commencement of contract at a cost of

` 15,00,000 which is to be depreciated @ 12% p.a. under original cost method.

(l) Cash received from contractee ` 1,26,00,000 which is equal to 90% of Work Certified.

(m) Direct Material at site as on 31st March, 2014 – 15 tons.

(n) Cost of work done but not certified was ` 2,04,500 on 31st March, 2014.

You are required to prepare a Contract Account for the period ended 31st March, 2014 in the

books of Jai Hind Construction Company and show what profit or loss should be taken into

account for the period ended 31st March, 2014.

5. Uddan Constructors Pvt. Ltd. provide you the following information :

(a) The project commenced on 1st September 2013 and it was estimated to be completed by

31st March, 2015.

(b) The contract price was negotiated at ` 680 lacs.

(c) The actual expenditure upto 31st March, 2014 and subsequent additional estimated

expenditure upto 31st March, 2015 is furnished as under :
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Particulars Actual Expenditure Estimated Additional

during 01/09/2013 Expenditure during

to 31/03/2014 01/04/2014

to 31/03/2015

` `

Direct Material 1,95,60,000 1,27,40,000

Indirect Material 14,23,000 11,77,000

Direct Wages 42,46,500 41,33,500

Supervision Charges 4,14,400 5,55,600

Architect Fees 8,17,500 12,82,500

Construction Overheads 31,52,600 21,47,400

Administrative Overheads 14,16,000 24,34,000

Closing Material at site 7,50,000 –

Work uncertified at the end of the year 13,80,000 –

Work certified during the year 3,50,00,000 3,30,00,000

The value of Plant & Machinery sent to site was ` 60 lacs, whereas the scrap value of the Plant

& Machinery at the end of the project was estimated to be ` 3 lacs.

It was decided that the profit to be taken credit for should be that proportion of the estimated

net profit to be realised on completion of the project which the certified value of work as on

31/3/2014 bears to the total contract price.

You are required to prepare Contract Account for the period ended 31st March, 2014 alongwith

the working of profit to be taken credit for.

6. Rex Limited commenced a Contract  on 1/7/2013. The total contract price was ` 5,00,000 but

Rex Limited accepted the same for ` 4,50,000. It was decided to estimate the total profit and to

take to the credit of Profit & Loss Account that proportion of estimated profit on cash basis

which the work completed and certified borne to the total contract. Actual expenditure till 31/

12/2013 and estimated expenditure in 2014 are given below :

Particulars Actuals Estimate for 2014

` `

Materials 75,000 1,30,000

Labour 55,000 60,000

Plant purchased (original cost) 40,000 –

Miscellaneous expenses 20,000 35,500

Plant returned to stores (at original cost) 10,000 25,000

Materials at site 5,000 –

Work Certified 2,00,000 Full

Work Uncertified 7,500 –

Cash received 1,80,000 Full

The Plant is subjected to annual depreciation @ 20% of original cost. The contract is likely to

be completed on 30/9/2014.

You are required to prepare the Contract Account for the year ended 31/12/2013. Working



should be clearly given.

It is the policy of the company to charge depreciation on time basis.

7. M/s. Rajendra Constructions obtained a contract to build a Fly-over Bridge at a contract price

of ` 150 lacs. The contractee agrees to pay 90% of value of the work done as certified by the

architect immediately on receipt of the certificate and to pay the balance on completion of the

contract. The contractor commenced the work on 1st May, 2013 and it is estimated to be

completed by 31st December, 2014. The actual expenditure upto 31st March, 2014 and

subsequent estimated expenditure upto 31st December, 2014 is furnished below :

Particulars Actual Expenditure Estimated Expenditure

upto 31/3/2014 from 1/4/2014 to 31/12/2014

` `

Direct materials 33,50,000 28,00,000

Indirect materials 5,60,000 7,00,000

Direct wages 8,42,000 7,95,000

Sub-contract charges 98,000 52,000

Architect's fees 1,84,000 2,84,000

Administrative overheads 6,50,000 4,50,000

Special Equipment charges 4,86,000 2,54,000

Supervision charges 10,000 p.m. 12,000 p.m.

Establishment charges 8,000 p.m. 9,000 p.m.

Other details : Actual (`) Estimated (`)

Cash received 67,50,000 82,50,000

Closing material at site 4,10,000 –

Uncertified work 1,80,000 –

Certified word (cumulative) 75,00,000 1,50,00,000

A special machinery costing ` 13,40,000 was bought for the contract and the estimated scrap

value of the machinery at the end of the contract would be ` 1,40,000. It is decided that the

profit to be taken credit for should be that proportion of the estimated net profit to be realized

on completion of the contract which the certified value of work as on 31st March, 2014 bears to

the total contract price. Maintain 2% provision for contingencies on total cost of contract

(excluding such provision for contingencies).

You are required to prepare the Contract Account for the period ending 31st March, 2014 and

show your calculation of the profit to be credited to the Profit & Loss Account for the period

ended 31st March, 2014.

8. Parag Construction Pvt. Ltd. provides you the following information :

(a) The project commenced on 1st May, 2013 and it was estimated to be completed by 31st

January, 2015.

(b) The contract price was fixed at ` 2,70,00,000.

(c) The actual expenditure upto 31st March, 2014 and subsequent additional estimated

expenditure upto 31st January, 2015 is furnished as under :
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Particulars Actual expenditure Estimated expenditure

from 1/5/13 to 31/3/14 from 1/4/14 to 31/1/15

` `

Work Certified (cumulative) 1,62,00,000 2,70,00,000

Cash received 1,29,60,000 1,40,40,000

Work Uncertified 3,85,000 –

Direct Material 87,14,500 37,92,500

Direct Wages 17,47,500 18,58,500

Direct expenses 8,44,400 4,32,600

Indirect Material 3,25,600 2,85,500

Supervision charges 1,98,500 1,65,600

Administrative Overheads 9,47,600 8,54,600

Sub-contract charges 1,87,900 1,80,200

Material return to stores 75,500 –

Architect fees 3% of Work Certified 3% of Work Certified

RCC Consultant fees 4% of Work Certified 4% of Work Certified

Plant issued at commencement 40,00,000 –

Material at site as on 31/3/2014 1,39,500 –

Other information :

(a) The estimated value of the issued Plant at the end of the project is to be ` 5,35,000.

(b) Material costing ` 15,000 was sold for ` 12,000 in March, 2014.

(c) It was decided that the profit to be taken credit for should be that proportion of the

estimated net profit to be realized on completion of the contract which the certified value

of work as on 31st March, 2014 bears to the total contract price.

Prepare Contract Account for the period ended 31st March, 2014 and show your calculation of

profit to be credited to Profit & Loss Account for the period ended 31st March, 2014.

9. Mr. Behram Contractor has undertaken two contracts one at Mumbai and another at Thane.

The details of the contracts are given below for the year ended 31st March, 2014 :

Particulars Contract at Mumbai Contract at Thane

Date of Commencement 1st July, 2013 (`) 1st October, 2013 (`)

Contract Price 10,00,000 15,00,000

Direct Labour 2,55,000 1,82,000

Materials issued from stores 2,20,000 2,00,000

Materials returned to stores 10,000 15,000

Plant installed at Site 2,00,000 3,50,000

Direct Expenses 40,000 30,000

Office Overheads 15,000 10,000

Materials sold (cost ` 8,000) 10,000 –

Materials at Site 18,000 16,000

Cash received from contractee

(representing 80% of work certified) 4,80,000 2,40,000
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Work uncertified 13,000 9,000

Architects fees 7,000 3,000

(a) Provide depreciation on plant at 20% p.a.

(b) During the year materials costing ̀  10,000 were transferred from Thane contract to Mumbai

contract.

You are required to prepare Contract Account of Mumbai and Thane contracts.

10. M/s. Rajkumar and company has undertaken two contracts viz. A and B. The following

particulars are available for the year ended 31st March, 2014.

Particulars Contract A Contract B

Date of Commencement 1st July, 2013 (`) 1st Dec., 2013 (`)

Contract Price 6,00,000 5,00,000

Materials sent to site 1,60,000 60,000

Materials returned 4,000 2,000

Closing stock of materials at site 22,000 8,000

Direct Labour 1,50,000 42,000

Direct expenses 66,000 35,000

Establishment expenses 25,000 7,000

Plant installed at site 80,000 72,000

Work Uncertified 23,000 10,000

Work Certified 4,20,000 1,35,000

Architect fees 2,000 1,000

During the year materials costing ` 9,000 have been transferred from contract A to contract B.

The contractor charges depreciation @ 25% p.a. on Plant.

You are required to prepare Contract Accounts, working for profits, if any, and show how the

relevant items would appear in the Balance Sheet assuming that contractee had paid 90% of

the work certified.

11. Highway Flyovers Construction Ltd., has received a contract  for construction of a flyover for a

contract price of ` 820 lacs. The contractee has agreed to pay 90% of the Work Certified. The

Company has decided not to book any profit to the Profit & Loss Account until 25% of the total

work is completed and thereafter in that ratio which the amount received bears to the total

contract price. The entire amount was received by 31/3/2014.

Highway Flyovers Construction Ltd. has commenced their project work on 1st August, 2012

and completed the work by 31st January, 2014. The value of Plant & Machinery bought for the

contract was ̀  57 lacs and the estimated scarp value of the machinery at the end of the contract

was ` 12 lacs. The accounts are maintained on financial year ending 31st March and the details

are as under :

Particulars 2013-2013 2013-2014

` `

Materials 2,28,00,400 26,01,000

Wages 1,09,27,800 38,10,000



Direct Expenses 92,85,400 29,44,000

Indirect Expenses 87,88,400 11,05,000

Supervision Charges (monthly) 40,000 p.m. 30,000 p.m.

Administrative Overheads (monthly) 82,500 p.m. 40,000 p.m.

Architect Fees 5% of work certified 5% of work certified

RCC Consultant Fees 3% of work certified 3% of work certified

Work uncertified at the year end 11,35,000 –

Materials at site at the year end 3,37,000 –

Amount received during the year 5,90,40,000 2,29,60,000

You are required to prepare Contract Accounts for the years ended 31st March, 2013 and 31st

March, 2014 and compute Profit/Loss from the Contract.

12. M/s. Jadhav Constructions undertook contract for ` 5,00,00,000 on 1st August, 2012. The

contract was completed on 31st March, 2014. The contractor closes his accounts on 31st March.

The details of the contract are as follows :

Particulars For the period ended For the year ended

31/03/2013 31/03/2014

` `

Material issued 95,48,500 1,17,65,000

Direct labour 31,37,800 45,40,000

Subcontract charges 7,88,900 28,13,000

Administrative overheads 15,85,400 31,42,000

Supervision charges 3,45,600 8,05,500

Material returned to stores 1,32,400 2,44,300

Work uncertified 5,23,200 –

Work certified (cumulative) 2,00,00,000 5,00,00,000

Material at site 1,00,600 –

Cash received 1,80,00,000 3,20,00,000

Architect’s Fees 4% of work certified 4% of work certified

The Plant & Machinery purchased on 1/8/2012 for the contract was ` 84,25,000 and the

estimated scrap value of the Plant & Machinery at the end of the contract was ` 4,25,000. It

realised on completion of contract at its estimated scrap value.

You are required to prepare :

(i) Contract Account for the period ended 31st March, 2013; and

(ii) Contract Account for the year ended 31st March, 2014.

13. The following information relates to a building contract undertaken by M/s. Asmit Ltd. for

` 10,00,000 and for which 80% of the value of work certified by the architect is being paid by the

contractee.

Particulars Year I Year II Year III

` ` `

Material issued 1,20,000 1,45,000 84,000
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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 3,000 8,000 –

Plant issued 14,000 – –

Material on site 2,000 5,000 8,000

The value of a Plant at the end of I, II, III year was ` 11,200, ` 7,000 and ` 3,000 respectively.

Prepare Contract Account for these three years.

14. The following information relates to a contract for ̀  2,00,00,000 and for which 80% of the value

in progress as certified by the architect was paid by the contractee.

Particulars Year I Year II Year III

` ` `

Material issued 9,20,000 18,80,000 29,00,000

Direct Wages 14,00,000 27,00,000 19,00,000

Direct expenses 1,00,000 1,90,000 2,20,000

Indirect expenses 20,000 40,000 50,000

Work Certified (cumulative) 45,00,000 1,50,00,000 2,00,00,000

Uncertified work 1,00,000 1,00,000 –

Plant issued 1,50,000 – –

Material on site at the year end 50,000 70,000 1,00,000

Architect’s fees 4% of work 4% of work 4% of work

certified certified certified

The value of Plant at the end of Ist year, IInd year and IIIrd year was ` 1,20,000, ` 90,000 and

` 75,000 respectively.

Prepare Contract Account for these three years and show the calculation of profit transferred

to Profit & Loss Account.
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