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Abstract. This article examines approaches to improving the accounting of revenue, expenses and financial results in
private higher education institutions. The study highlights the importance of recognising revenue from educational ser-
vices in accordance with the timing of service delivery to ensure a more accurate and consistent presentation of financial
performance. A seven-stage revenue recognition algorithm is proposed, comprising contract registration, determination
of the net contract value, recognition of advance payments as contract liabilities, measurement of the extent of services
provided, revenue recognition, determination of receivables or contract liabilities, and adjustments arising from contract
modifications. The proposed approach aims to enhance the consistency of accounting procedures and support more
informed financial management decisions.

Keywords: revenue recognition, seven-stage algorithm, contract liability, net contract value, educational services, finan-
cial performance, IFRS 15, accounting procedures.

AHHoTaums. B cTtatbe paccmatpuBatoTcs Noaxodbl K COBEPLUEHCTBOBaHUIO YYETa [0XOA0B, PACXOAOB U (PMHAHCOBbIX
pesynbTaToB B HErocy4apCTBEHHbIX BbICLUMX 06pasoBaTesbHbIX YyypexaeHusix. B uccrnegoBaHuM packpbiBaeTcs
3HayeHVe NpU3HaHUSA BbIPyYKM OT 06pasoBaTesibHbIX YCIyr B COOTBETCTBIM C MEPUOAOM UX OKasaHWs Ans 6oriee TO4HOro
1 NocrnefoBaTeNbHOIo OTpaXKeHUs! (OMHAHCOBbLIX Pe3ynsTaToB. MNpeanoXXeH ceMmaTanHbii anropuTM NPU3HaHKS BbIPYYKH,
BKITHOYaIOLLMIA PErMCTPaLIMIO 4OrOBOpa, ONpeaerieHe YUCToN CTOMMOCTM 4oroBopa, NpuaHaHWe Mosy4YeHHbIX aBaHCoB B
KayecTBe 0653aTeNnbCTB MO AOrOBOPY, OLIEHKY 06bEMa OKasaHHbIX YCryr, MPpU3HaH1e Bbipyyku, onpeaeneHne 4ebruTopckon
3a[J0/MKEHHOCTY UK 06A3aTeNbLCTB MO AOrOBOpPY, a Takke BHECEHME KOPPEKTUPOBOK NPY M3MEHEHMW YCIIOBUIA JOTOBOpA.
MpeanoxeHHbIN NOAXOA HAaNpaBneH Ha NMOBbILLEHWE NOCIeA0BaTeNbHOCTY YYETHBIX MPOLeayp U CMoCOBCTBYET NPUHATIO
6onee 060CHOBaHHbIX PELLIEHUI B 06MacTyi (OUHAHCOBOIO YrNpaBneHusl.

KnioueBble cnoBa: npu3HaHvWe BbIPYYKM, CEMUITAMHbBIN anropuTM, obssaTenscTBa MO [OrOBOPY, YACTas CTOMMOCTb
poroBopa, obpasoBartenbHble ycnyru, uHaHcoBble pesynbraTel, IFRS 15, y4éTHble npoueaypsl.

INTRODUCTION

Educational services are provided over an extended period. Students enter into tuition agreements and
typically make payments at the beginning of a semester or academic year, while the corresponding educational
services are delivered over the following months. This arrangement raises a fundamental question concerning
revenue recognition: should revenue be recognised when payment is received, or progressively as educational
services are provided?

In some accounting practices, tuition payments may be recognised in full as revenue upon receipt, without
separately accounting for the timing of the corresponding educational services. However, this approach may
have significant implications for financial reporting. It may result in higher reported profits during periods of
tuition collection, while expenses continue to be incurred as educational services are delivered, potentially
creating differences between the timing of revenue and expense recognition. Consequently, such differences
may reduce the comparability of interim financial statements and limit the usefulness of reported financial
performance for managerial decision-making. Furthermore, when students withdraw from their studies or
transfer to another institution, previously recognised revenue may need to be adjusted.

A second issue concerns the alignment of revenue and expenses. Expenses are generally incurred
throughout the educational process, while inconsistent revenue recognition may lead to reported financial
results that do not fully reflect the timing of educational service delivery and the associated costs.

The objective of this study is to develop a step-by-step algorithm for recognising revenue from educational
services and to establish its relationship with expense accounting and the determination of financial results.

182 t.me/scupus_IST2100 https://ist-journal.uz
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LITERATURE REVIEW

The methodological foundation for revenue recognition is provided by IFRS 15, Revenue from Contracts
with Customers [11]. The standard establishes a five-step model comprising the identification of a contract,
identification of performance obligations, determination of the transaction price, allocation of the transaction
price to performance obligations, and recognition of revenue as performance obligations are satisfied. It also
provides guidance on estimating variable consideration, accounting for contract modifications, and presenting
contract balances, including contract assets and contract liabilities. In the case of educational services, revenue
recognition over time is generally appropriate when students simultaneously receive and consume the benefits
of the services as they are provided, subject to the specific terms and circumstances of the contract [12].

Student receivables classified as financial assets measured at amortised cost under IFRS 9 are subject
to the recognition of an allowance for expected credit losses [10]. IAS 1 establishes requirements for the
presentation of income and expenses and the disclosure of significant judgements [8]. Provisions and contingent
liabilities are governed by IAS 37 [9].

Regarding the relationship between revenue and expenses, the management accounting literature,
particularly the works of Datar and Rajan, as well as Drury and Tayles, provides a conceptual basis for allocating
costs across reporting periods and analysing their relationship with the corresponding revenue [3, 4]. In the
higher education sector, guidance provided by the National Association of College and University Business
Officers (NACUBO) supports the analysis of institutional costs and resource utilisation in educational activities
[13]. FASB ASC 606, which is substantially converged with IFRS 15, provides guidance on revenue from
contracts with customers, while ASC 958 establishes accounting and reporting requirements relevant to not-
for-profit entities, including qualifying educational institutions in the United States [5, 6].

At the national level, the legal framework is established by the Law of the Republic of Uzbekistan No.
ZRU-404 of 13 April 2016, “On Amendments and Additions to the Law of the Republic of Uzbekistan ‘On
Accounting”, which approved the revised version of the Law “On Accounting” [1], and the Law of the Republic
of Uzbekistan No. ZRU-637 of 23 September 2020, “On Education” [2]. These laws provide the general legal
framework for accounting and educational activities, while the reviewed provisions do not explicitly prescribe a
separate sector-specific procedure for recognising revenue from educational services.

RESEARCH METHODOLOGY
The study employed documentary analysis, algorithmic modelling, computational and analytical methods,
and comparative analysis.

ANALYSIS AND RESULTS

A Seven-Stage Algorithm for Revenue Recognition
The study developed a seven-stage algorithm that adapts the underlying principles of IFRS 15 to the
specific characteristics of educational services (Figure 1).

https://ist-journal.uz t.me/scupus_IST2100 @




SOCIAL, ECONOMIC, SCIENTIFIC, AND TECHNICAL ACADEMIC JOURNAL

10/2026

Seven-Step Algorithm for Revenue Recognition from Educational Services

1. Registering the Contract
Contract identifier, term, and obligations of the parties

v

2. Determining the Net Contract Value
Accounting for discounts, concessions, and variable consideration

'

3. Recognizing the Payment Received as a Liability
Advance payment — contract liability

4. Measuring the Volume of Services
Measuring the portion completed during the academic period

v

5. Recognizing Revenue
Recognition over the period in proportion to the portion completed

v

6. Determining Receivables or Contract Liabilities
Recording the difference between payments and services rendered

'

7. Reassessing Contract Modifications
Cases involving transfer, academic leave, or expulsion

Figure 1. Seven-Stage Algorithm for Revenue Recognition from Educational Services!

Each stage of the algorithm involves a specific accounting procedure and a corresponding control point

(Table 1).
Table 1. Stages of the Algorithm, Accounting Procedures and Control Points?
Stage Description Accounting Procedure Control Point
1. Contract Registration Contract identifier, duration, | Creating an individual contract Reconciliation with the
academic programme and | record in the analytical accounting | relevant administrative
mode of study system order
2. Determination of the Discounts, concessions Recording the net contract value | Verification of supporting
Net Contract Value and variable consideration documentation for
discounts
3. Recognition of Advance | Advance payments Recording cash receipts and Reconciliation with bank
Payments as Contract received are recognised as | recognising the corresponding statements
Liabilities contract liabilities contract liability
4. Measurement of Extent of services delivered | Calculating the proportion of Reconciliation with
Services Provided based on the elapsed services delivered academic process records
portion of the academic
period
1 Source: Developed by the author.

2 Source: Developed by the author.

t.me/scupus_IST2100
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5. Revenue Recognition

Revenue corresponding
to the extent of services
delivered

Recognising revenue as
educational services are provided
and reducing the corresponding
contract liabilities, where
applicable

Period-end closing
procedures

6. Determination of
Receivables or Contract
Liabilities

Comparison of amounts
billed and collected with
revenue recognised

Recording the outstanding
balance as a receivable or
contract liability, as appropriate

Analysis of the ageing of
student receivables

7. Recalculation Following
Contract Modifications

Transfers between
academic programmes,
academic leave and

Adjusting contract balances and
previously recognised revenue,
where necessary

Verification and approval
of recalculations based on
administrative orders

dismissal

Methods for Measuring the Extent of Services Provided

The fourth stage of the algorithm requires considerable professional judgement. The study compared two
approaches. The time-based method involves recognising revenue in proportion to the elapsed portion of the
academic period. This method is straightforward and verifiable but does not account for variations in academic
workload. The academic workload-based method involves recognising revenue in proportion to the number
of teaching hours delivered or the portion of the curriculum completed. Although this approach may provide a
more detailed measure of service delivery, particularly where academic workloads vary, its effective application
depends on the availability and reliability of academic process data.

The study recommends adopting the time-based method as the primary approach where it appropriately
reflects the pattern of service delivery, while applying the academic workload-based method to programmes
characterised by significant differences in teaching intensity between semesters. The selected method must be
specified in the institution’s accounting policy and applied consistently.

Accounting for Contract Modifications

Circumstances specific to educational activities, including transfers between academic programmes,
academic leave, dismissal and reinstatement, are addressed in the seventh stage of the algorithm. An
adjustment procedure is established in advance for each situation. In the case of a transfer, the remaining
contract liability is adjusted and, where appropriate, reassigned to the new academic programme in accordance
with the revised contractual terms. During academic leave, revenue recognition is suspended where the relevant
educational services are no longer being provided, while the remaining contract liability is retained or adjusted
in accordance with the contractual terms. In the event of student withdrawal or dismissal, the liability relating
to the unfulfilled portion of the contract is assessed to determine whether a refund is required or revenue
recognition is appropriate under the contractual terms and applicable accounting requirements.

Determination of Financial Results

When revenue is recognised over time, it becomes more closely aligned with the expenses incurred during
the corresponding reporting periods. This approach facilitates the assessment of interim financial results for
individual academic programmes by deducting direct programme expenses and allocated indirect expenses
from programme revenue. The resulting indicator may provide a more informative basis for developing tuition
pricing policies and managing the institution’s portfolio of academic programmes.

The analysis suggests that the method of revenue recognition plays an important role in both financial
reporting and managerial decision-making. Recognising revenue as educational services are provided may
contribute to a more consistent presentation of financial performance across reporting periods. This approach
helps reduce fluctuations associated with the timing of tuition payments and supports more informed expenditure
planning and cost management decisions throughout the academic period.

Implementation of the proposed algorithm requires three conditions: maintaining analytical accounting
records for individual contracts, integrating academic process data with the accounting system, and formalising
period-end closing procedures. Particular attention should be given to the third condition, as the reclassification
of contract liabilities into revenue is performed as part of the period-end closing procedure.

Certain limitations should also be acknowledged. Measuring the extent of educational services provided
involves professional judgement. Institutions with frequent contract modifications may face a substantial
administrative burden associated with recalculations. Furthermore, insufficient quality of academic process
data may prevent the effective application of the academic workload-based method.

A limitation of the present study is that the proposed algorithm has been developed as a methodological
model. Assessing its implementation requirements, administrative workload and impact on financial results

requires practical testing.
t.me/scupus_IST2100
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CONCLUSIONS AND RECOMMENDATIONS

The study concludes that, where performance obligations are satisfied over time, revenue from educational
services should be recognised as the services are provided rather than solely when tuition payments are
received. Accordingly, payments received before the corresponding educational services are provided should
be presented as contract liabilities. The proposed seven-stage algorithm provides a structured approach to
implementing this principle while accounting for circumstances specific to educational institutions, including
transfers between academic programmes, academic leave and dismissal.

Based on the findings, the following practical recommendations are proposed:

Incorporate the seven-stage revenue recognition algorithm into the institution’s accounting policy.

Maintain analytical accounting records for individual contracts using unique contract identifiers.

Select an appropriate method for measuring the extent of services provided, apply it consistently and
disclose the selected method in the notes to the financial statements.

Establish adjustment procedures in advance for each type of contract modification.

Formalise period-end closing procedures and designate the reclassification of contract liabilities into
revenue as a specific accounting control point.
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