Accountancy 422
Long-Term Construction Problem

Solution

Costs incurred to date
$1,755,000

Less:  Materials on site and not in use
           105,000
Revised costs incurred to date

$1,650,000


Estimate of future costs 

1,250,000
Total estimated contract costs

$2,900,000
Revenue recognized:  $1,650,000 ÷ $2,900,000 * $4,000,000 = $2,275,862
Revenue recognized
$2,275,862

Billings to date
2,230,000
Cost and profits in excess of billings
$    45,862
Adjusting journal entries:

Cost and profits in excess of billings
$45,862


Construction revenue

$45,862

To adjust revenue for the year

Materials on site and not in use
$105,000


Construction expenses

$105,000

To adjust expenses for the year


Part 2

Income Statement:


Construction revenue

$2,275,862


Construction expenses

$1,650,000

Balance Sheet



Materials on site and not in use (Current Asset)

$105,000


Cost and profits in excess of billings (Current Asset)

$45,862
