
Revenue: Sales Point
(会計基準：収入)
Q: When is revenue recognised?
A: 
The most appropriate time to record revenue is at the sales point, as it meets the three criteria of recognition (sales recognition principle) being: 

· measurability of asset value; 

· existence of a transaction; and 

· substantial completion of the earning process. 
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Q: What is a sale? 

A:
 From an accounting point of view, the key determining factor as to whether a sale has occurred has been described to be the ‘economic substance of the transaction’ (Godfrey, Hodgson, Holmes and Tarca, Accounting Theory (6th ed), 2007). 
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Q: When can it be said that a sale has occurred? 

A:
 The following considerations provide some guidance, as to when it may be said that a sale has occurred: 

· Delivery: 

· Often, a sale occurs when products have been delivered or services have been provided to the consumer. Usually legal title (for example the title to goods) also passes at this point. 

· There are also instances where a product is delivered, with a right to return (see IAS 18/AASB 118 as to ownership), yet such as transaction may still be considered a sale.

· Passing of title: 

· Sometimes a sale may occur at a time other than the delivery of products. For example, a document of title may be given to the customer signifying the passing of legal title of the product. 
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Q: Are there exceptions to the sales recognition principle? 
A:
 In some cases it may be permitted or required to record revenue at a time different from that at which a sale took place. However, revenue will only be recognised ‘…when it is probable that the economic benefits associated with the transaction will flow to the entity’ as stated in IAS 18/AASB 118, paragraph 22. In accordance with this paragraph, it is clear that there must be no uncertainty in relation to whether an amount already included in the revenue is collectable. 
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Q: What are these exceptions? 

A:
 The following methods (which would still be considered as sales) are exceptions to the sales recognition principle: 

1. During production: 

· Revenue may be recognised during the production process in accordance with the percentage-of-completion (IAS 18/AASB 118). In such as situation, revenue is recognised as being generated at each stage of the production process. In other words, the sale occurs in increments, revenue being accrued as each proportion of the product is completed. 

· The crux of the criteria of recognition is satisfied: 

· Measurability of asset value: for example, the sales value of the item being produced can easily be calculated with reference to the contract between the parties, which would list the price of the item. 

· Existence of a transaction: using the example above, the transaction in this case would be the signing of the contract. 

· Substantial completion of the earning process: in the percentage-of-completion principle, substantial completion of the product on the basis of which revenue is generated occurs throughout the process – that is, upon the completion of each portion of the product. 

2. End of production: 

· Revenue may be recognised at the end of the production of goods. This is the case, provided that production is the key event upon which the generation of revenue depends. In addition, it must be assured that there is a demand for the goods that will be produced. 

3. Cash received after sale: 

· As its name suggests, this method is one where revenue is recognised when at the point where cash is received after sale as payment of goods. There are two alternatives for this method: 

· Instalment method: the amount of the cash collected during the production period is divided by the total sales price expected, to reveal the cost of the product. 

· Cost recovery method: the amount of the revenue is recognised when all the expenses are recovered, after which point further cash that is received is considered to be profit. 
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Q: What are the relevant International Accounting Standards/ Australian Accounting Standards? 

A:
 The following apply to annual reporting periods beginning on or after 1 January 2011 but before 1 January 2013. 
Sale of goods
14. Revenue from the sale of goods shall be recognised when all the following conditions have been satisfied: 

(a) the entity has transferred to the buyer the significant risks and rewards of ownership of the goods;

(b) the entity retains neither continuing managerial involvement to the degree usually associated with ownership nor effective control over the goods sold;

(c) the amount of revenue can be measured reliably;

(d) it is probable that the economic benefits associated with the transaction will flow to the entity; and

(e) the costs incurred or to be incurred in respect of the transaction can be measured reliably. 

Rendering of services
20. When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associated with the transaction shall be recognised by reference to the stage of completion of the transaction at the end of the reporting period. The outcome of a transaction can be estimated reliably when all

the following conditions are satisfied:

(a) the amount of revenue can be measured reliably;

(b) it is probable that the economic benefits associated with the transaction will flow to the entity;

(c) the stage of completion of the transaction at the end of the reporting period can be measured reliably; and

(d) the costs incurred for the transaction and the costs to complete the transaction can be measured reliably.
Interest, royalties and dividends
29. Revenue arising from the use by others of entity assets yielding interest, royalties and dividends shall be recognised on the bases set out in paragraph 30 when:

(a) it is probable that the economic benefits associated with the

transaction will flow to the entity; and

(b) the amount of the revenue can be measured reliably.
30. Revenue shall be recognised on the following bases:

(a) interest shall be recognised using the effective interest method as set out in AASB 139, paragraphs 9 and AG5-AG8;

(b) royalties shall be recognised on an accrual basis in accordance with the substance of the relevant agreement; and

(c) dividends shall be recognised when the shareholder’s right to receive payment is established.
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