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10. AS 7 - “CONSTRUCTION CONTRACTS” 
 
Question 14: 
An Entity entered into the contract to construct a Building for Customer. 
Initial agreed price was 80,00,000. 
Expected to complete in 3 yrs. 
Following additional Information is given:- 

Particulars 1st Year  2nd Year 3rd Year 
Material Purchased  16,00,000 15,00,000 13,00,000 
Labour Paid 7,00,000 12,00,000 8,00,000 
Lab our Payable  1,00,000 - 1,50,000 
Supervisor Salary 
attributable 

50,000 50,000 50,000 

Sub Constrictor cost  90,000 60,000 1,00,000 
Ab. Loss  10,000 - 30,000 
Cost of Hiring PPE 2,00,000 2,00,000 2,00,000 
Further Cost to be 
incurred  

40,10,000 25,00,000 - 

Unused Material 2,50,000 - - 
Variations (Increase 
in Revenue) 

- 1,00,000 - 

Incentives - - 1,00,000 
Progress Payment 
received 

20,00,000 41,00,000 - 

Progress Payment to 
be received  

5,00,000 3,00,000 - 

 
Note: Material unused in First year was actually used in 2nd yr. & not included in purchase of 
2nd Year.  
 
 

 

 

 

 

 

 

 

 

 

 

 

-
-

Total Reverte

-
↑

↑
& ↑

↑
-

&
-

&

~
& ↑

X
~ &

:
G-

↑ G

-
-

& 2 3
- -
-

Material Used 135
,

0000- 175,0000 1300000-
·

Labour 800000- 120,0000 9500002

Supervision. 50000 5000- 50000

Sub Cute. 90000- Govern 100ton

Hiring of pow 2000 200000- 200000-
-

Cost during the90000- 2600000
&

&

year
O 24900,00

3750, 000

() Cost till last
&

-year - 835000
Cost incurred 24,90000000 -1

-

Till date



FurtherCost 40 ,

10
,

000 25000or 0

toComplete

Total est .Go8355000
OfContract

% of Comp.%
⑱31 69 .70 %

Calculation of ContRev. G Cost
-

&
- -%. Pom 38 -31 : / . 69 . 70 %

- -

lotal Price -8000000 -

81
,
00 , 000 820

,
0000/

Revenue 3064800 5645700 800000
till date

C) Rev
. till g
PY . -48. .
C Revenue064800
Ly Lost 249000 32Goo 26 ,

00, 000

- 45700
-
-

- -profit4
,

800

G
-

Loss- 679100
-



Calculation of Forseeable Loss
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