


» Impor
> larg al statements
+ top the list of reasons for financial reporting resta
+ pre-qualification norm for tendering opportunities
+ Parameter to measure the size of the company & for valuation



+ Comple method; o

+ Proportionate completion method
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% counting for CKns‘truc%on

Contracts (AS-7) \

» Applicable in accounting of contracis in the books of the
contractor.

» Not applicable for constructio
on behalf of its own.

» What is Construction Contrac

» Contract includes
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Architect services.

rJPestruction or restoratic 1
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Contract Revenue Recognition

»

b

Recognition : Percentage of Completion Method

Determining Stage of Completion; LI
. Cost to Cost Method J :
- By survey of work performed i '_|L

. Completion of physical proportion of the contract work"

Types of Construction Contracts

. Fixed Price Contract
. Cost Plus Contract
. Mix of the both

Where contract revenue or stage of completion cannot be . 3
determined reliably (Preliminary Stage).

Provision for expected future loss



» Hire purchase
agreements



*Recognition of Governmer
(AS-12)ms S
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- Capital Grants
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» Appropriate disclosure of method of accounting essential.
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Revenue from operations
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Sale of plotof’

3 state Transactions
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_panies/ e-commerce

mber of times that an advertisement appears in

: rf the dot-com company's on-line sites.

tiog.on the basis of the number of impressions or 'click-

§ el :
A _"' are the

inimum guaranteed impressions or 'click-throughs are
ition of the corresponding revenue should be postponed
iteed impression levels are achieved.

* Bgrll’gon is depend on nature of agreement and
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FC -

CFR - Co

CIF - Cost, Insurance and Freight
+ DAP - Delivered at Place
+ DDP - Delivered Duty Paid
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Date of Sale Services As Time Passes Date of Sale
Performed
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Industries Rec

Acquisition of
assets used Completion of Sale of good Cash
in production production or service collection

l l l l

Production Phase

Time

o Time

Inventory Holding Receivable Holding

® Long-term  ® Natural resources ® Most retail ® Real estate
construction  (oil, mining) and manufacturing development
industry industries
(shipbuilding,  Agricultural ® Start-up phase
highway products franchisors
construction,
etc.)







include

» A Ltd accounted sales of Rs.10 Crs represet ng ble for
supply of know-how to a company in South-East Asia. As'per the
agreement the amount it to be received in US Dollars. However
exchange permission was denied to the company in South-East Asia for
remitting the same.
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» Accounting for Non-Refundable Advances to be a
revenue?




can recognise for this arrangement?
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revenue in ca
existing AS 9 permits the use of using percentage method
completed service contract method. only.

Existing AS g requires the recognition of  Ind AS 18 requires interest to be
revenue from interest on time proportion recognised using effective interest rate
basis. method.




!lgnificant DiffereMZ
S GAAP
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nificant Differences.among AS-9,

a8 however

m Al‘

» Under US G 3 revenue from interest is re >ffective
interest method.

» IFRS/IAS-18 contains the provisions for revenue swaps; however, no such
corresponding provisions are in AS-9.



Mark-tc
that once a long ontra as
signed, income is estimated as the
present value of net future cash flow.
Often, the viability of Enron’s business
contracts and their related costs were
difficult to estimate.
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years.

» Indeed, GE did not cede
ownership of the trains to the
financial institution.
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