Relevant points are:
· IFRS 15 requires that the payment of £1.2 million be treated as a reduction of the transaction price rather than a purchase from a supplier.
· The £1.2 million is referred to as consideration payable to a customer under IFRS 15.
· Topaz would need to assess whether the payment was in exchange for distinct goods or services which would transfer to Topaz.
· As Topaz would not obtain control of the changes the customer is making to its distribution outlets, the payment is not in exchange for distinct goods or services.
· Topaz would recognise the payment of £1.2 million as a contract asset and reduce the asset as sales are made to the customer.
· The payment of £1.2 million represents 4% of the total contract value over the two year period and this is the amount by which the invoiced sales value should be reduced in reporting revenue from the contract.
· At 30 September 2020 Topaz would report revenue of £4 million x 96% = £3,840,000 and credit the contract asset with £160,000.

