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Instructions
1.  How is consideration for a revenue transaction measured if it is deferred beyond normal credit terms?
Answer:
If consideration for a revenue transaction is deferred beyond normal credit terms, the revenue is recognised at the present value of the future receipt.

2.  If the outcome of a construction contract cannot be estimated reliably, what contract revenue and costs should be recognised?
Answer:
If the outcome of a transaction cannot be estimated reliably, a company:
· Recognises its revenue from the rendering of services only to the extent of recoverable costs incurred, and 
· Recognises costs as an expense in the period in which they are incurred.
[bookmark: _GoBack]This approach ensures that no profit is recognised when there are uncertainties surrounding a transaction.

3.  Chickweed Ltd is an event promoter. The company is organising a music festival on 31 August 2020. Each ticket costs £100.00 and full payment is required when tickets are ordered. All 60,000 tickets were sold by 30 June 2020. Tickets cannot be returned for a refund.
Explain how the revenue from these ticket sales should be recognised in the accounts of Chickweed Ltd for the year ended 30 June 2020. Your explanation should outline the requirements of FRS 102.
Answer:
Revenue received from customers paying for admission to events such as artistic performances and banquets are recognised when the event takes place. This is the principle of recognising the revenue when the seller has performed under the contract.
A deferred income creditor of £6m (£100 ticket less 60,000 sold) should be recognised in the accounts of Chickweed Ltd for the year ended 30 June 2020.
No revenue can be recognised in these accounts for the music festival because it had not taken place by the year end.
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