AS-9 REVENUE RECOGNITION


 (
Why Revenue Recognition?
)


Revenue is one of the most important indicators of successful business. The accounting of revenue is important and complex challenges which the companies are facing today. Companies offer multiple solution to their customers’ need .This involve delivery or performance of multiple products and services and performance may occur at different point in time or over different period of times.
AS -9 explains the Timing of Recognition of revenue in income statement and also states the circumstances when revenue recognition can be postponed.

 (
What is Revenue ?
)

Gross inflow of economic benefits during the period arising in the course of ordinary activities of an entity . 
Ordinary Activity means :-
· Sale of Goods
· Rendering of Services
· Use of the enterprises resources by others yielding interest , dividends and royalties.

This Standard does not deal with revenues from:
· Construction Contract ( Since specifically governed by AS-7)
· From Government Grants (Since specifically governed by AS-12)
· From Hire Purchase and Lease agreement (Since specifically Governed by AS-19)
· From Foreign Exchange (Since specifically AS-11 applicable)
· From Sale of Fixed Assets & Investments ( AS-10 & AS-13 Applicable)




Revenue is recognized if the following conditions relating to revenue are satisfied
 (
RECOGNISATION OF REVENUE
)
			



	i)Performance of service has been completed

	ii) Stage of completion- Revenue can be recognized partially on the basis of performance of the act.

	iii) There are no uncertainties regarding Consideration and Collection.


	INTEREST- On a Time Proportion Basis

	ROYALTY- On accrual basis

	DIVIDENDS- When right to receive dividend is established i.e.- Date of Declaration  of Final Dividend and Date of Payment of Interim Dividend


 SALE OF GOODS		      RENDERING OF SERVICES                   INTEREST, ROYALTY & DIVIDEND		       		 
	i) Ownership of the goods has been transferred from seller to buyer

	ii) All significant risk and rewards has been transferred

	iii)There are no uncertainties regarding Consideration and Collection.


		

Note: If any uncertainty arises after revenue have been recognized, necessary provision should be made.


Disclosure Requirement
· Revenue Recognition policy should be disclosed
· When revenue recognition is postponed, reason for postponement should be disclosed.




Few Special Cases related to Revenue Recognition:
Case-1 : Material delivered by the company on Cash on Delivery-   
Revenue is recognized when:  Material is delivered to the buyer and buyer has paid the cash.
Case -2: Delivery is delayed on buyer’s request but the buyer takes title and accept billing
Since buyer takes title and accept billing and there is no uncertainty regarding consideration hence revenue should be recognized immediately. However goods must be in seller hand , identified and ready for delivery at the time of revenue recognition .
Case-3: Installation fees
Revenue should be recognized  after installation of equipment and acceptance of buyer.
Case-4: Sale of approval
Revenue recognized when buyer  give his acceptance to accept the product.
Case-5: Warranty Sale:
Revenue should be recognized immediately however necessary provision should be made for unexpired warranty.
Case-6 : Consignment  Sale:
Revenue should be recognized when goods are sold to customer ( Third Party)
Case-7: Installments Sales: 
Revenue less interest should be recognized on the date of sale , and interest on should be recognized proportionately to the unpaid balance. 
Case-8: Advertising commission:
Revenue should be recognized when the advertisement are made before public.
Case-9: Admission Fees:
When event takes place.
Case-10: Tuition Fees
Revenue should be recognized over the period of tuition.
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