Dooley's Construction





	Dooley Construction Company specializes in long run contracting.  On January 1, 1992 they contracted to build a parking complex.  They originally estimated that the complex will cost $700,000 and will take three years to construct.  The complex will be billed to the purchaser at $840,000.  The following data pertain to the construction period.


	1992	1993	1994


Construction costs


	Payroll	$100,000	$150,000	$75,000


	Materials	100,000	150,000	75,000


	Depreciation	50,000	50,000	50,000


Estimated costs to complete	450,000	200,000	0	


Progress billings	200,000	300,000	340,000	


Required:


1.	Under the Completed Contract Method:


a.	Write down the journal entries related to incurring the construction costs and billing the purchaser for each of the three years.


b.	Write down any necessary adjusting journal entries for each of the three years.  If none are required, indicate so.


c.	Show partial balance sheets and income statements related to this construction contract at the end of 1992, 1993, 1994.


2.	Under the Percentage of Completion Method:


a.	Write down the journal entries related to incurring the construction costs and billing the purchaser for each of the three years.


b.	Write down any necessary adjusting journal entries for each of the three years.  If none are required, indicate so.


c.	Show partial balance sheets and income statements related to this construction contract at the end of 1992, 1993, 1994.


d.	If Dooley's accountant had started with correct estimates at the beginning of 1992, what would have been the profit recognized in each year?


3.	Which of these accounting methods is more conservative?  Why are accountants conservative?





	Name _________________________
