Definition 

Revenue is the gross inflow of cash, receivables or other consideration arising in the course of ordinary activities of an enterprise from –

· the sale of goods, 
· the rendering of services, and
· the use by others of enterprise resources yielding interest, royalties and dividends.    

In an agency relationship revenue is the amount of commission & not gross inflow.

Following not included in definition of revenue
Fluctuation in exchange rate
Unrealised Gain from

Realised gain from



Holing of current & non-current asset					 sale of non-current asset

Restatement of carrying amount of liab./ obligation 			 Settlement of liab. at less  
	 than carrying amount 
Natural increase in agriculture products & herds  

AS 9 not apply to revenue arising from

· construction contracts 
· hire purchase, lease agreements
· government grant & other similar subsidies
· insurance contracts of insurance companies

How revenue recognized under the following situation

1. Sale of Goods Seller has transferred the property in goods for a price or all significant risk & reward of ownership have ben transf. to buyer 


– based on performance    

		             &	
		No uncertainty exist regarding the consideration that will be derived from sale  


		Note: When transf. of property does not coincide with transf. of risk & reward - Revenue should be recognized when significant risk & reward of ownership have ben transf. to buyer 
 

	



2. Rendering of services

Completed Service Cost Method – revenue recognized when rendering of services completed or substantially completed  
Proportionate Completion Method – revenue recognized proportionately with the degree of completion of service  



3. Interest, Royalties & Dividends

Interest - On the time basis determined by the amount outstanding and the rate applicable. Usually, discount or premium on debt securities held is treated as though it were accruing over the period to maturity. 

Royalties - Accordance with the terms of the relevant agreement and are usually recognized on that basis (some other method can be used having regard to the substance of the transactions)
 
Dividends - Recognized when a right to receive payment is established.

4. Other Situations 

· Installment sale – revenue exclusive of interest shall be recognized on sale date. Interest element should be recognized on proportionately to the unpaid balance due to seller.          

· Revenue shall be recognized only on delivery where it is purchased on installment & delivery is pending till final installment. However, where experience indicates that most of such sales have been consummated, revenue shall be recognized when significant deposit is received.

· Revenue should not be recognized until goods are manufacture, identified and ready for delivery to buyer.             

· Revenue should not be recognized where seller concurrently agrees to repurchase the same goods at a later date (these are in substance financing arrangement). 

· Revenue received or billed should be deferred and recognized either on a straight line basis over time or, where the items delivered vary in value from period to period, revenue should be based on the sales value of the item delivered in relation to the total sales value of all items covered by the subscription.

· [bookmark: _GoBack]Trade discount and volume rebate is not a revenue hence should be deducted in determining revenue.
