Bill and Hold:
· Bill and Hold: A contract under which a company bills a customer for a product, but retains physical possession of the product until it is transferred to the customer at a point in the future
· May occur when the purchasing customer is not ready to take delivery but takes the legal title and accepts the bill
· Customers have limited available space for the product, delays in the production schedule, too much inventory
· Record as sales, if all the following are met
· Reason to hold the inventory is substantive
· Substantive: Valid reason to show regulators
· The inventory must be identified separately and belong to the customer
· The product must be ready to ship
· The inventory cannot be sold to another customer
· Recorded as normal sales:
Accounts Receivable	XXX
	Sales Revenue			XXX

COGS			XXX
	Inventory			XXX
Principle-Agent Relationships:
· Principal-Agent Relationship:
· Principals Obligation: Provide goods or services to the customer
· Agents Obligation: Arrange for the principal to provide good or services to the customer
· An example would be Expedia booking a cruising for someone on an exterior cruise line
· Amounts collected on behalf of the principal are not revenue of the agent
· Commission is the agent’s revenue
Consignments:
· Consignments: Consignor ships inventory to the consignee who acts as an agent to sell the inventory
· Consignor: Have legal title of inventory
· Inventory on consignment
· Revenue is the selling price and commission, and other chargeable expenses are expenses
· Consignee: Don’t have legal title of inventory
· Revenue is commission
· Consignor Journal Entries:
Shipment:
Inventory on Consignment		XXX
	Finished Goods Inventory		XXX

If they pay for freight:
Inventory on Consignment		XXX
	Cash					XXX
No entry for the Sale

When notified of consignment sales:
Cash				XXX
Advertising Expense			XXX
Commission Expense		XXX
	Revenue				XXX

Adjustment of COGS (Remember to add all portions of inventory on consignment)
COGS				XXX
	Inventory on Consignment		XXX

· Consignee Journal Entries:
No entry for shipment

Payment for Advertising (If reimbursable):
Accounts Receivable		XXX
	Cash					XXX

Sales of Merchandise:
Cash				XXX
	Accounts Payable			XXX

Earning Commission:
Accounts Payable			XXX
Revenue from Consignment Sales	XXX
Accounts Receivable			XXX
Cash					XXX
Contract Costs:
· Contracts Costs:
· Incremental costs incurred in obtaining a contract
· Costs incurred to fulfil a contract
· Long-term Contract: (Over 1 Year)
· If costs are direct, incremental, and recoverable, they are recognized as an asset first and the amortized
· Otherwise, they are expensed when incurred
· Short-term Contract: (One Year or Less)
· As a practical expedient, costs are expensed when incurred
Long-Term Contracts:
· Long-term Contract: Contract that spans several reporting periods and often grants the ability to send progress billings to customers
· Revenue is Recognized over time
· Estimate the extent toward completion:
· IFRS:
· The percentage of completion method
· Zero-profit method
· ASPE:
· The completed-contract method
· Percentage-of-Completion Method:
· Step 1: Costs incurred to date/Most recent estimated total costs = Percent Complete
· Step 2: Percent complete x Estimated total revenue = Revenue to be recognized to date
· Step 3: Revenue to be recognized to date - Revenue recognized in prior periods = Current period revenue
· Step 4: Current period revenue - Current Costs = Gross Profit
· Journal Entries for Percentage-of-Completion:
To record cost: (If direct, incremental and recoverable)
Contract Asset/Liability	XXX
Materials		XXX

To record billings:
Accounts Receivable 	XXX
	Contract Asset		XXX

To record Collections:
Cash			XXX
	Accounts Receivable	XXX

To record Revenues:
Contract Asset/Liability	XXX
	Revenue from LT Con	XXX

To record Expenses:
Expenses		XXX
	Contract Asset/Liability	XXX
· Completed Contract Method: Revenue and gross profit are recognized on the completion of the contract
· Advantage: Reported revenue is based on actual results, not estimates
· Disadvantage: Does not reflect current performance; creates distortion of earnings
· All journal entries are the same as the Percentage of Completion method except that no entry is recorded at the end of the period to recognize revenue and gross profit
· All revenues and expenses are booked in the last year
TO record final revenue and expenses: (Amount for Contract asset/liability gives the ending balance of zero to the account)
Construction expense		XXX
Contract Asset/Liability		XXX
	Revenue from LT Con		XXX
