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e When to Recognise Revenue?
Common Principle

Revenue From ¢
¢ 1. Profit on Sale/Settlement or
v ¢ ¢ Revaluation of Fixed Asset or Liability l ¢ ¢ ¢ ¢

2. Notional Gains in value of Current Assets Significant Risk  Entity does not Retain Revenue & Cost Certainty of  Stage of Completion

Sale of Goods  Rendering Interest/Royalty/Dividend o i i ) i
of services from Enterprise Resources 3. Revenue Recognition covered in other ASs & Rewards of any Effective control Reliably Collection can be Measured
used by Others like AS 19 Leases Ownership is over Goods Sold Measurable Reliably in case
Transferred nor any Managerial of Services

Involvement

! v

If Any one Uncertainty arises later
is uncertain ¢
¢ Make a Provision DO NOT

Postpone the Recognition Adjust the Revenue

Same Special Cases of G Recognition of following

e Some Special Points e How to decide Performance

Revenue Recognition is Achieved?

|

Sale of Goods

1. Bill and Hold Sales

- When the buyer takes title.

2. Goods Shipped Subject to

Customers’ approval

- When the buyer formally

accepts the shipment
4. Consignment sales

- After the buyer sells goods

to the final customer.
S. Cash on delivery sales

v

Services Rendered

1. Installation Fees

- With reference to the stage

of completion.
2. Media Commissions

- When the related advertisement
appears before the public.

3. Tuition Fees

! v v

1) Mere Postponement of delivery

LTI Royalty LT 1L - Doesn't alter period of Recognition
¢ ¢ ¢ 2) If Insignificant part of work is done
Time Prop. Accrual When Right - No need to Recognize revenue
Basis Basis to Receive
¢ is Established
as per ¢
substance i.e when
of the Dividend
agreement is Declared

- Over the period of Instructions/Lectures

4. Franchise Fees
- Depends on Agreement.
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Sale of Goods

1. Transfer of
Property in Goods

2. Risk & Rewards
Ownership are
Transferred

3. No Effective Control
with seller

v

Services Rendered

1. Contract Fully Completed

- if Short Term Contract

2. Proportionate Completion

- if Long Term Contract

- When delivery is made &
Cash is received by the seller
(eg. Flip Kart)

5. Fees from Development of
Customized Software
- With reference to the stage of
completion, including the post-delivery

C OV I D 1 9 service support stage.




