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Revenue is the gross inflow of economic benefits arising during the ordinary course of business.
Revenue should be recognized on Gross basis rather than the net amount. Many people have confusion over the amount what amount should be recorded in the books of account. 
Eg: A sold the good to B for Rs. 1000/- B paid Rs. 1000/- back to A. this is very simple question. Here Rs. 1000 is revenue for Mr. A
We will take up another example A is in Hyderabad and send the goods to B in Mumbai to sell the good to C . for Rs. 1000/- B collected the money from C and send it to Mr. A Rs 990/- after deducting incidental expenses of Rs. 10/- which he has incurred.

In the given case confusion arises whether to recognize Rs 100/- or 90/- as net of expenses.
Standard clearly says that the Revenue should be Gross inflow of economic benefits. Therefore revenue should be recognsied for Rs. 100 and incidental expenses recognize at 10/-.

Another example a sold the goods for Rs. 1000/- which is inclusive of Rs 20 as tax. (VAT). Now the question arises as the revenue should be recognizes on Gross inflow basis. Whether the tax should be included in the revenue or not.

To answer this question again goback to The basic definition of revenue. “Revenue is the Gross inflow of economic benefits during the ordinary course of business”.
In the given example A is not getting any economic benefits from collecting the tax. He is collecting on behalf of the tax exchequer. And to be paid on the due date. Therefore is should be recognize net of taxes.

In the given example sale value is 1000 and the tax included in this is 20/-. Rs 20 is collected in the form of tax and which should be paid to the government. Therefore A should show Rs. 980 as sales and Rs. 20 as tax liability to be paid to the government.
Another example which is A sold the good on behalf of the C means A is acting as agent of C. the total sales value is 1000/- and commission is 100.

Now the question arises whether whole amount Rs. 1000/- should be recognized considering the principle of Gross inflow or Rs. 20/- should be consider as the revenue.

In the given example Revenue on the gross inflow is Rs. 100/-. But economic benefit is only Rs. 20/-
Therefore A should recognize only Rs. 20/- as his revenue.
Another example which explain the concept of the revenue. A is running the business of grocery shop. He has sold the old furniture and realized some money. The question arises whether this should be consider as the revenue.
On deep analysis A’s regular business is Grocery. But he has sold the old furniture. Which is not is regular business. Selling the old furniture is not the business which carries out in the ordinary course.
So this should not be recognized as revenue. However as this is an income should be shown in the profit and loss account as separate line item.

Note: For income tax application, see the section 2(28) for considering whether it is subject to income tax or not. Hopefully this is subject to income tax as the Income tax is applicable on the Income earned during the year.
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