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&59 - Revenue Recognitial

1 Revenue is a Gross inflow Changed fram
Customer

.

Eur principal > Revenue is Aut Changed
From Customer by

Agent.

For Agent => Revenue is a Commission

Art charged From
principal

2) Revenuemaybedi
3) IF ant of Cash is Invested in share

Regularly For Trading purpose if

may de Considered as "Ordinary
Busses activity"
↳ Hence Dividend Income From Suck

Regular Trading can be

treated an Revenue.
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4) Revenue can be in furn of in
· sale of Goods

Should Ge ofServices

ordinary&.dividend Royalty arin,a
Busine Fran UseOF entity's resources
activity by others ↓

Assets
Cash , PPE

5)protant Examples : - Intangible
Assets

9) sale of Landbuilding by real estate Developer
& Builden -> it is a Revenue

6) In a principal-Agent relationship , Principal
Gears the Risk of Loss on UnsolD
Inventorya not the agent.

Hence
,
if we need to identit that

T-
entity is principal cragent ,

then

We have to check that "is entity
bearing theMisk of UnsolD Inventory
-

if you then entityis principal
& it shall Melognise GoRevenue
not the Commission .

-
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4) sale of any ppE (which is not Inventory
For Entity) then it is not a Revenue.

d) Sale of Research Findings to another
partybyGPharmaCompanyCan

st

6)Measurement of Revenue (Cash or kind)
-
- transactionCase

C price- xXxXContract prices
H Trade Discount- (***)
G) Rebates

If Revenue is in CashRevenue

Car- 2 It Revenue is in Cash & Kind

- Both

Ant of Cash to be
received - XXXX

(t) Fr of 600d/Service/Assets - XXX

received in a -

dissimilar nature of Revenue
-

Exchange -
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If Good Savicer exchanged are similar then
No Revenue to be recognised

7) When to Recognise RevenueFrom Sale Of
Goods ? (Timing of Revenue Recognitial

↓
All 5 condition should beFulfilled

to Recognise the Revenue

a) Seller must have transfered Significant Risk
& Rewarde over Good to Buyer . I

Exi-agar sale Hone
K baad goods
damage Hue
to Buyer Ka

Loss

↳ seller does not retain any control over the
SOID goods or should not apply its decision
making over SoID goods.

Levi-If agreementto sale is done with one party
Butdelivery of goods not yet passed ② Seller has

right to sell such good to another party.
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Itmean seller has betained the Control Over

goods . Seller should not relognise Revenue

From astparty .

2) Revenue /Framation price) should be measured
reliably &

↳ egi- If Transaction is in kind then
Fair value should be reliable

↓
Tis value
pe Bharosa

Kiya Ja
Sake

.

d) It is probable that amount will be collectedo

Probability of Collection of Consideration

--
eg :- eg :- On theAs soon an i Sold goods date of sale of

i realised that imay Goods
, Probability

notgetConsideration of Collection was
From Customer good Hence Sale

↓ was recognised.
& should not recognise But after sometime
Revenue till the seller excepts not

actual art is received .

to get Consideration
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(ar) Because of Bad-dest

Till there is certainity ↓
of Collection .

No need to reverse
theSale.

Bad-debts should

be recognised

e) Cost ofgoods SOLD should be measured
reality .

---

8) Delivery is postponed at Buyers Request
Ge Good JOID But physical Inventory Still
with sellers

Seller Can Relognise Revenue if it does
not have any control over such good
Seller has to keep such goods separately(
Fra Other Inventory) (23(5)
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9) When to Recognise Revenue From Service
reduced ? (Timing of Revenue

Recognitial
Check Final Outcome will be availableSept

o not ? (Service Ka Final Outcome Niklega
Ki nahi)

-④
Cost of

① ② Services progres
OfServiceTramation probability Can be

price should Of Collection measured Can be

be measured Of Consideration reliably measured

reliably /reliably
agar progress Ko

&the he measure

Kar pa lane to
Tob Outcome niklega

#epa : - If Final Outflow is probable
Then Recognisethe Revenuean

per " % OF Completion Of Services"
method
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% Of Completion => Cost incurred till data
-

100X
Total est . Cost

Revenue => Transaction x"% of Completic
price

#Vote: In case of ShortTerm Service Contract

Revenue Can be relognised 100 %
after completion of Service i .e
No need to Calculate % ofCompletion

Eg.!- Auditing Service
Consultancy Service
TeachingService

&epsir&F Final outane is not probablee
Revenue-Cost recurred on theContract

till date of which

Recovery is probable

(i. e No profit No Loss)
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10) When to Recognise Revenue Fram
:

-

-urRoyalty Dividend

Enterat ↓ ↓

↓ Accrual When it

Basis is
When Interat as per

Declared
is accrued z Agreement by paying
due a Company.
"Time proportion

Basis"

monthly

Quarterly
yeary



 

CA. JAI CHAWLA (FCA, M.COM, DISA, IFRS) (7887 7887 05)                                       Page | 10  
 

 

 

Summaryof Important Question

4) If at the time Sale ,

No Revenue is

recognised because of Uncertanity
of Collection then Inventory with
Contrer is the Inventory of
Seller only . (all)

I When seller arrange any Transit Insurance
whiledelivering the goods at Customera
In case of any damage or loss of goods
before they reached Centers Location

,

it means Seller doesn't transfer

Significanthisk a rewards of
ownership of good.

Seller shall recognise Revenue only
When goode will reach Contemeis

place. (2102)

&

3)InCareofPrincipalAgent Pria
Agent will sale the goods to Ultimate
Customer . (GIOU)
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4) Goods Sold to Customer Subject to approval
-

Period of Customer
Contrer approval notyet
approved lapsed approved

The goods ↓ ② periodbefore expiry
↓ Recognise of approval

notyet
Recognise Revenue lapsed
Revenue after Such

↓period
Do not
Genognise
Revenue

Show Inventory
With Customer
on an Asset

5)Ef seller is Changing Inferent on delay
paymentsFrom Contro then such
Interent will form part of Revenue.

&Installation :-
Car! - It is very simple ,

Custome Can also
do theSame -> Recognise the

Revenue

immediately
Do not wait for actual
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Installation .

Case2 :- Installation is complicated & requires
-

significant assistance of Seller
↳ Recognise Revenue only when

Installation is completed

Revenue Recognise
7) Subscription Income -> Over the period of

Contract

-
Sim IF Variable
Basis delivery of
if servicer /products Services

delivery or products
inJame Men Detered
Quatiy in

proportion
toGood
o service

Value

8)Advertisement Commission

Recognise Revenue on accrual Baris when
advertisement is published
Any art . CollectedFrom Customer

But advertisement is not yet published
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Such any is Liability .

2202
=>d :- Adv . is published in mach

March Bank 240 ,000
-

Artmer 60000

To Revenue 300000

#wil Bank Goo
ToCustomer 60,000

&2 : - Adv
. is published on 2/4/14·

(i .e next year)

March : - Bank 240,000
-
-

To advance 240000

#evil 2/2 Advance 240,000

Custome Goo

To Revenue 300 ,000

10/ Bank 600
ToCustomer 60000
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9) In Care of Retrospective Price Revision . If
Seller has right toreaver the
additional art. From Customer then
Revenue shall beRecognised only
When there is Centanity of Ultimate
Collection of such art

.
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Sep'2y
-

1) Sequence with
no
of Hos.

2) Must
Do Question

Roh
->2 laylist Abyas3) P ↳ As in 10-20ments

u) Mea

(5) AB Marather?
6) any


