
 
AS 9 Revenue Recognition

Scope

AS 9 does not deal with the following aspects of
RevenueRecognition

i Revenue from construction contracts

i lease agreements
ii governmentgrants
v Realised unrealised gainfrom sale of Non currentasset egPPEIntangible

note If FixedAsset sale Karna is Bush then it is inventory such

such sale inordinarycourseofBusn is covered in AS9

1 Realised unrealisedgain resultingfrom changes in foreign exchange
rates AS 11

2 Definition of Revenue

Revenue is gross inflow of cash or receivable arisingfrom ordinary
course of activities

v

Revenue Revenue from Revenue from othersources

from Renderingof like InterestRoyalties4
sale of Goods Services Dividends



i Revenue Booking in case of sale of Goods iswin.name
Customerorgy

15104

Customerpay
15104

all DeliverytautomerIn a transaction involvingthe sale ofgoods revenue Tominaga s

should be booked onlywhen
the seller of goods has transferred the property in

the goods to the Buyer
All significant risks rewards of ownership have been transferred

to the buyer sells retains no effective control of the goods transferred
There is no uncertainty regarding the amount of consideration

that will be roald from sale ofgoods

i Revenue Booking in case of RenderingofServices

Methods of recognition of Revenue

v

Proportionate completion Completed Service contract

method method

Revenue is recognised proportionately Revenue is recognised

by reference to the service completed when the sole or final

eg Teaching service act takes place

Normally we use proportionate completion eg Installationservice

method forcontinuous service repairservice

Normally we use this

method when it is a

one time service



ii Revenue Booking in case of income from other sources like
Interest royalties dividends

u u u

Interest Royalties Dividends
o

Interest Revenue Recognised on accrual Dividend income is

is recognised on Basis in accordance recognisedwhen the

time proportion Basis with the teams of owner'sright to receive
the relevant agreement is established

Generally rightto
receive did is establis

when did is declared

by the comp

eg Rel Itd proposeddid
15104

Div declared 1506
Money tof 30106

For shareholders right to receive
is established on 1506

1 Book Dividend Income

2 2



Effect of uncertainty on Revenue Recognition Refer illus 2 3
GoodBoy

u iYhhy
Uncertainty of Uncertainty of
collectionofrevenue collectionof revenue

existed the time arises subsequentto

of sale sale

u

Do NotReverse the sale alreadyRevenue Relay is postponed
in such cases

Booked

Create a provisionforBaddebtsrevenue should be booked

on cash Basis or when II eg sale 01104
uncertainty 15104

the uncertainty is resolved
01104 Relables XX

TOSales Revenue xx

15104 sales Reverse
Prov for Bad debts XX

To Relables XX

4 Special cases
i principal vs Agent

Refer illus 1

In case of Prine Agent relationship the revenue of the princip isthe

gross Aunt of goods or service
But revenue of agent is only the Amt of commission

Princis the person who is primarily responsible to fulfill the contract

eg Med is responsible to prepare
foods Prine

Ak Sid is responsible togive teachingservice Prine



Prine

eg Customer foodorderfrom MID

throughZomato Agent
1 Burger fries coke 200

2 Deliveryfees Platforms E25

3 GST 10

235

Prin MCDRevenue 200

Agent
Tomato Revenue 25

GST Is Aunt collectedfrom customer

paidtoGout It should not

form part of
Revenue

cg Students order's classes of A Print

through Prince Franchise Agent

AK Sid classes 9000 AK Sid Revenue

Agentfees 1000 Prince Agent Rex
951 1802 Grout Nota partof Rev for Prinor

Agent11801



Bill Hold

Delivery is delayed at buyer'srequest buyer takes title billing is done
u

The Buyer may purchasegoods ask the seller eg
to hold the deliveryfor some reason eg lacked croma hp

Custommer

storage or transportationdelaysetc _Biking Eis

In such cases revenue can be booked on the

date of billing even if physical possession page
T.fi

request
has not been trf
Conditions to bemet to Recognise sale in caseof ReyBook on

DalityBill 4 hold

Goodsdelivery isdelayed Buyers request
Goods cannot be fit to another customer
Goods are ready to be delivered to the buyer

ii sale on approval Basis egoMarar mynne
Revenue should not be recognised until retrolicy

thegoods have been formally accepted
011041 1 Date ofsale 30daysrelying

bythebuyer Or the time periodfor 88 25
1004 Namanapproval saidnothing

rejection has lapsed that he will not 3999411 L
return

10104 Myntia BookRen 25
Rev Bookon

30104



1 Goodssold subject to inspection installation
Referillus10

If Goods are easy to If installation ofGoods is

install complex
He

Book Revenue of Goods

on Date of sale If customer If customeraccepts

does not accept thegoodsbefore

thegoods until installation
installation is

complete Recognise revenue

of sale ofgoods
Recognise revenue of on dateofacceptance

ofgoodssale revenue of
installath after Butrecognise revenue
installath is complete frominstallationafter

instalin is complete

eg AK purchase Iphone from Apple Install easy BB Blighon date
of sale

TVRevenue BookNow

AKpurchasedTV 70inch Instalindifficult Befire bin InstainRev Bookafferan

TVReal4 InstanRev
ownership n aPferinstal BothBookAfterinstall



1 Sale repurchase agreement
Oiloy

P fj Bldg sure lakhs Dhruv sale

a loanarrangementthen
All repurchase this same with Bldg keptas

Bldgafter 1year collateral

11 lakhs

AKBooks

JE 01041 1 CIB AIC Do 10 lakly

I
10ᵗʰ

To 10ᵗʰ 10ᵗʰ
Thingetment

31312 Int ExpallDe 1 lakh

Int Accrue to loan taken 1 lakh

3131 2 loan taken 11 lakhs

To UB 11 lakhs

SP AdvAccBatch 15000
Tradedisc 5000

Sabko done11 Trade discounts waala disc

Net price 10000

It should always be deducted pic
fromRevenue sales 10000

net
dodisc

iii Cashdiscount Adu Ale's Baten 10000

Cash disc 500 pÑ dene
Revenue is recognised at Gross Amount Netpayment9500

99ᵗʰ

Cashdiscount is recorded as an Expense
can dise500Tenve 10000



iii Consignment sale Tshirtmanufacturer TT Dealor customer

Revente should be
palan
toFew Tshirt Tshirts

sold
DealerKi Human salebooked only when the goods sale inamsfacturer

have been sold to ultimate ie Boudet on 300Tshirts

customer

ix Interdivision sales AK10

This is not a sale DiATitbine
No Revenue should beRecognised

x x x x x


