Chapter 6 – Revenue Recognition 

-the Construction in Process account is a statement of financial position account (it is like inventory) 
-the Billings on Construction in Process account is a contra account to Construction in Process 
-when Construction in Process exceeds Billings on Construction in Process, it is reported as an asset
-when Billings on Construction in Process exceeds Construction in Process, it is reported as a liability 

Percentage of Completion Method
-ASPE and IFRS are identical

Completed Contract Method
-only allowed under ASPE, not allowed under IFRS
-no gross profit is recognized until the job is completed  
-all journal entries under “set one” are identical to POC, there are no “set two” journal entries, and in the final year all expenses and revenues are recognized, and the Construction in Process and Billings on Construction in Process account are closed 

Example - Brent Computers
-sells mainframe computers and a 3 year service contract for $900,000 
-if mainframe was sold by itself it would be worth $800,000
-if service contract was sold by itself it would be worth $200,000 
-allocated to mainframe would be (800,000/800,000+200,000 = 720,000)
-allocated to service would be (200,000/800,000+200,000 = 180,000)
Relative Sales Value Method   
Cash 	900,000
 	Sales Revenue  		720,000
 	Unearned Service Revenue 	180,000 
-after 1 year:
 Unearned Service Revenue 	60,000
 	Service Revenue 		60,000
(180,000/3=60,000)
Stand Alone 
-only one fair market value of item is known (assume mainframe) 
[bookmark: _GoBack]Cash                                     900,000
 	Sales Revenue 	             800,000
 	unearned Service Revenue 	100,000

Zero-Profit Method
-IFRS only 
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