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Problems related to percentage of completion method in financial accounting and
proposal for the solutions —For software development enterprise—

Masao WATABE

wE

Cost to cost method in percentage of completion method is popular in software development enterprises for financial accounting.
Many tasks are performed concurrently during software development projects. It is necessary to report actual working time for
calculating progress when cost to cost method is applied. However, it was observed by this research that system engineers do not
always report their time spent for the tasks accurately. It means the accuracy of working time for the basis of calculation of progress
is not always reliable. At the same time, calculation of progress by cost to cost method becomes inaccurate due to subcontract and
uncertainty for correction of bugs in the developed software. Output method is better when using percentage of completion method.
In order to calculate accurate sales volume, number of program step, number of screen and number of function point and so on
should be used. These figures must be used for calculation of progress after confirming most bugs have been eliminated. At the
same time, proper selection from contract variations is necessary to minimize using percentage of completion method which may
cause inaccurate calculation of sales volume.
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