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Questioni# 4 ILL-7ICAISM

An entity promises to sell 120 products to a customer for ¥ 120,000 (31,000 per product). The

products are transferred to the customer over a six-month period. The entity transfers control

of each product at a point in time.

After the entity has transferred control of\60 products o the customer, the contractis

modified to require the delivery of an additional 30 products (a total of 150 identicalproducts)

to the customer at a price of X 950 per product which is the standalone selling price for such
~— A S ~—

adw at the time of placing this additional order The additional 30 products

were not included in the initial contract.

Itis assumed that additional products are contracted for a price that reflects th

selling price.

Determine the accounting for the modified contract?
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Question# 5 ILL-8ICAISM

On 1 April, 20X1, KLC Ltd. enters into a contract with Mr. K to provide

a) Amachine for ¥ 2.5 million

b) One year of maintenance services for ¥ 55,000 per month

On 1 October 20X1, KLC Ltd. and Mr. K agree to modify the contract to reduce the amount of
services from % 55,000 per month to ¥ 45,000 per month.

Determine the effect of change in the contract?
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Growth ltd enters into an arrangement with a customer for infrastructure outsourcing deal.
Based on its experience, Growth Ltd determines that customising the infrastructure will take
approximately 200 hours in total to complete the project and charges X150 per hour.

Alter incurring 100 hours ofti/me_, Growth Ltd and the customer agree to change an aspect of
the project and increases the estimate of labour hours by 50 hours at the rate of ¥100 per
hour.

Determine how contract modification will be accounted as perInd AS 115 ?




Solution

Considering that the remaining goods or services are not distinct, the modification will be
accounted for on a cumulative catch up basis, as given below:

[nitial tract t 200 150 ! 30,000 I
nitial contract amoun - /

Modification in contract 5?/ 100 " 5,000 ./
Contract amount after modification 50 35,000
Revenue w 1;(_)0— 140 14,000
Revenue already booked 100 150 15,000
Adjustment in revenue (1,000)

"35,000 250 ={140)
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Question# 8 ILL- 23 OF SM, SIMILAR TO NOV 22 & MAY 24

An entity enters into a contract for the sale of Product A for X1,000. As part of the contract,
the entity gives the customer a 40"/(‘scount voucher for any future purchases up to ¥ 1,000
in the next 30 days. The entity intends to offer a 10% discount on all sales during the next 30
days as part of a seasonal promotion. The 10% discount cannot be used in addition to the

C—

40% discount voucher.
The entity believes there is 80% likelihood that a customer will redeem the voucher and on an

— ) N ——— —r -
average, a customer will purchase % 500 ofadditional products.)

. gy 7 3 . -~ H

Determine how many performance obligations does the entity have and their stand -

s N — \__._/ . (N, S . .
alone selling price and allocated transaction price ?
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Question# 9 ILL- 29 OF SM, SIMILAR TO SEPT 25 & MAY 23
XYZ Limited enters into a contract with a customer to build a sophisticated machinery. The
promise to transfer the asset is a performance obligation that is satisfied over time. The
promised consideration is 2.5 crores, but that amount will be reduced or increased
depending on the timing of mm the asset. Specifically, for each day aMMarch
20X1 that the assetis incomplete, the promised consideration is reduced by X 1 lakh. For
each day before 31 March 20X1 that the asset is complete, the promised consideration
increases by X1 lakh. In addition, upon completion of the asset, a third party will inspect the
asset and assign a rating based on metrics that are defined in the contract. If the asset
receives a specified rating, the entity will be entitled to an incentive bonus of 315 lakhs.
CASE -1 - Entity expects that it wilﬁomplﬁe the contract 8 days ahead of schedule and will
earn rating bonus

CASE -2 - Entity expects that it will complete the contract 6 days beyond schedule and there
are 60% chances of earning earn rating bonus.
Determine the transaction price.
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Question# 10 ILL 30 ICAISM
AST Limited enters into a contract with a customer to build a manufacturing facility.
The entity determines that the contract contains one performance obligation satisfied over
time. Construction is scheduled to be completed by the end of the 36th month for an agreed-
upon price of X 25 crores.
The entity has the opportunity to earn a performance bonus for early completion as follows:

* 15 percent bonus of the contract price if completed by the 30th month (2‘3‘3/1

likelihood)

* 10 percent bonus if completed by the 32nd month (40% likelihood)

* 5 percent bonus if completed by the 34th month (15% likelihood)
In addition to the potential performance bonus for early completion, AST Limited is entitled to
a quality bonus of X 2 crores if a health and safety inspector assigns the facility a gold star
rating as defined by the agency in the terms of the contract. AST Limited concludes thatitis
60% likely that it will receive the quality bonus.
Determine the transaction price?
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Question# 11 ILL 31 ICAI SM

HT Limited enters into a contract with a customer on 1 April 20X1 to sell Product X for ¥ 1,000
per unit. If the customer purchases more than 100 units of Product Ain a financial year, the
contract specifies that the price per unitis retrospectively reduced to I 900 per unit.
Consequently, the consideration in the contract is variable.

For the first quarter ended 30 June 20X1, the entity sells 10 units of Product A to the customer.
The entity estimates that the customer's purchases will not exceed the 100 unit threshold
required for the volume discount in the financial year. HT Limited determines that it has
significant experience with this product and with the purchasing pattern of the customer.
Thus, HT Limited concludes that it is highly pr that a significant reversal in the
cumulative angnise (i.e. X 1,000 per unit) will not occur when the
uncertainty is resolved (i.e. when the total amount of purchases is known).

Further, in May 20X1, the customer acquires another compa'ﬁy and in the second quarter
ended 30 September 20X1 the entity sells an additional 50 units of Product A to the customer.
Determine the amount of revenue to be recognise by HT Ltd. for the quarter ended 30
June 20X1 and 30 September 20X1
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Question# 12 ILL- 32 OF SM, SIMILARTO DEC 21
An entity has a fixed fee contract for ¥ 1 million to develop a product that meets

specified performance criteria. szite/dpost tQcomplete the contract is |I950, OOO

The entity will transfer control of the product over five years, and the entity uses

the cost -to-cost input method to measure progress on the contract. An incentive

award is available if the product meets the following weight criteria:

WEIGHTS (KGS) AWARD OF FIXED FEE INCENTIVE
951 or greater 0% -
701-950 10% 1,00,000
700 or less 25% \/ 2,50,000

The entity has extensive experience creating products that meet the specific performance
criteria. Based on its experience, the entity has identified five engineering alternatives that
will achieve the 10 percent incentive and two that will achieve the 25 percent incentive. In this
case, the entity determined that it has 95 percent confidence that it will achieve the 10
percent incentive and 20 percent confidence that it will achieve the 25 percent incentive.
Based on this analysis, the entity believes 10 percent to be the mostTikely amount when
estimating the transaction price. Therefore, the entity includes only the 10 percent award in
thcmmlating revenue because the entity has concluded it is
probable that a significant reversal in the amount of cumulative revenue recognized will not
occur when the uncertainty associated with the variable consideration is subsequently
resolved due to its 95 percent confidence in achieving the 10 percent award.

The entity reassesses its production status quarterly to determine whether it is on track to
meet the criteria for the incentive award. At the end of the year four, it becomes apparent that
this contract will fully achieve the weight based criterion. Therefore, the entity revises its N
estimate of variable consideration to includg\the entire 25 percent incentive fee in the year
four because, at this point, itis probable that a significarﬁ?@hn the amount of —
cumulative revenue recognized will not occur when includn'h?fme variable

consideration in the transaction price. 7 ‘
Evaluafe the impactof changes in variable consideration when cost incurred)s as

follows:

AMOUNT 50,000 1,75,000 4,00,000 2,75,000 50,000
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Question# 14 - ILL-38 OF SM, SIMILARTO NOV 22
NKT Limited sells a product to a customer for ¥ 121,000 thgt is payable 24 months after
delivery. The customer obtains control of the product at Contract inception. The contract
permits the customer to return the product within 90 days. The product is new and the entity
has no relevant historical evidence of product returns or other available market evidence.
The entity's cost of the productis ¥80,000. The contract includes an implicit interest rate of

10 per cent (i.e. the interest rate that gver 24 monthsXiscounts the promised consideration of
N r————— S — P ——
121,000 tg the cash selling price of X 100, OW‘

Analyse the above Transaction with respect to its financir'|g compon;l-t\
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Question# 20 ILL 54 ICAI SM
An entity enters into a contract with a customer to sell Products A, Band C in
exchange for X 10,000. fhe entity will satisfy the performance obligations for each
of the products at different points in time. The entity regularly sells Product A
separately and therefore the stand -alone selling price is directly observable. The
stand-alone selling prices of Products B and C are not directly observable.

Becauie the stand-alone selling prices for Products B and C are not directly
observable, the entity must estimate them. To estimate the stand-alone selling
prices, the entity uses the adjm t assessment approach for Product B and
the'gx—pected cost plus a margin approach for Product C. In making those estimates,
the entity maximises the use of observable inputs. ‘ -
The entity estimates the stand-alone selling prices as follows: 'L/

Product Stand-alone selling price Method
Product [\ 5,000 Directly Observable
Product B 2,500 Adjusted market
assessment
Product (. 7,500 Expected cost plus margin
Total 15,000

Determine the transaction price allocated to each product.
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Question# 21 ILL 55 SM, SIMILAR TO JULY 22

An entity regularly sells Products X, Y and Z individually, thereby establishing the following
SSP

Product Stand-alone selling price

Product-X 50,000

Product-Y 25,000

Product-2Z 45,000
Total 1,20,000

In addition, the entity regularly sells Products Y and Z together for X 50,000. \,\//

Case A — The entity enters into a contract with a customer to sell Products X, Y and Z in
exchange for ¥ 100,000. The entity will satisfy the performance obligations for each of the
products at different points in time; or Productiand_Z at same point of time. Determine the
allocation of transaction price to ProductY and Z.

Case B — The entity enters into a contract with a customer to sell Products X,YandZ as
described in Case A. The contract also includes a promise to transfer Product Alpha. Total
consideration in the contractis ¥ 130,000. The stand-alone selling price for Product Alpha is
highly variable because the entity sells Product Alpha to different customers for a broad range
of amounts (¥ 15,000 - ¥ 45,000).

Case C-Residual approach is inappropriate

The same facts as in Case B apply to Case C except the transaction price is 1,05,000

i d of 130,000

instead o ,000. .

Determine the stand-alone selling price of Productszl(, Y, Z and Alpha using the residual
approach )
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Question# 22 ILL55 ICAISM

An entity enters into a contract with a customer for two intellectual property licences
(Licences A and B), which the entity determines to represent two performance obligations
each satisfied at a point in time. The stand-alone selling prices of Licences Aand B are X
1,600,000 and X 2,000,000, respectively. The entity transfers Licence B at inception of the
contract and transfers Licence A one month later.

Case A —

The price stated in the contract for Licence A is a fixed amount of ¥ 1,600,000 and for Licence
B the consideration is three per cent of the customer's future sales of products that use
Licence B. For purposes of allocation, the entity estimates its sales-based royalties (ie the
variable consideration) to be X 2,000,000. Allocate the transaction price.

CaseB —

The price stated in the contract for Licence A is a fixed amount of ¥ 600,000 and for Licence B
the caqnsideration is five per cent of the customer's future sales of products that use Licence
B. The entity's estimate of the sales-based royalties (ie the variable consideration) is X
3,000,00V

Allocate the transaction price and determine the revenue to be recognised for each
licence and the contract liability, if any At the end of first month the royalty due for
customer is ¥4,00,000 -
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Question# 23 ILL57 ICAI SM
On 1 April 20X0, a consultant enters into an arrangement to provide due diligence, valuation,

and software implementation services+teza<custoruer for X 2 crores. The consultant can earn
% 20 lakhs bonus if it completes thentation by
30 September 20X0 or X 10 lakhs bonusTT it completes the software implementati
——

The due diligence, valuation, and software implementation services are distinct and therefore
are accounted for as separate performance obligations. The consultant allocates the
transaction price, disregarding the potential bonus, on a relative stand-alone selling price
basis as follows:

» Duediligence - ¥ 80 lakhs e

* Valuation - X 20 lakhs
» Software implementation — < 1crore




At contractinception, the consultant believes it will complete the software implementation
% o “

by 30 January 20X1. After considering the factors in Ind AS 115, the consultant cannot

— > — L —
conclude that a significant reversal in the cumulative amount of revenueTtecognized would
not occur when the uncertainty is resolved since the consultant lacks experience in
completing similar projects. As a result, the consultant does not include the amount of the
early completion bonus in its estimated transactign price at contract inception.

—

On 1%0, the consultant notes that s progressed better than expected
and believes that implementation will be ¢ eted by 30 Se?tember 20X0 based on a
revised forecast. As a result, the consultant updates its\estimated transaction pric?to reflect
a bonus of %20 lakhs.
AftefTeviewing its progress as of 1 July 20X0, the consultant determines that itis 100 percent
comWits performMgations for due diligence and valuation and 60

percent complete in satisfying its performance obligation for software implementation.
- e ——— ) R, )
Determine the transaction price _
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Question# 24 ILL 65 SM, SIMILAR TO MAY 19, 23

On 01 January 20X1, an entity contracts to renovate a building including the installation of
new elevators. The entity estimates the following with respect to the contract

PARTICULARS AMOUNT
Transaction price 50,00,000 v~
Expected costs : \
Elevators ) 15,00,000 \ _
Other costs 25,00,000
Total 40,00,000

The entity purchases the elevators and they are delivered to the site six months before they

N —
will be installed. The entity uses an input method based on cost to measure progress towards
completion. The entity has incurred actual other costs of 500,00Q by March 31, 20 X1.

How will the Company recognize revemr.lei if Berformance obligation is met over a period
oftime -
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Question# 25 ILL 66 ICAI SM

An entity enters into a contract with a customer for the sale of a tangible asset on 1 January
20X1 for ¥ 1 million. The contract includes a call option that gives the entity the right to
repurchase the asset for ¥ 1.1 million on or before December 31, 20X1.

How would the entity account for this transaction?
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An entity enters into a contract with a customer for the sale of a tangible asset on 1 January
20X1 for ¥1,000,000. The contractincludes a put option that gives the customer the right to
sellthe asm 000 on or before Decemmox1 The market price for such goods
is expected to be ¥ 750 000.

How would the entity account for this transaction?
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An entity enters into 1,000 contracts with customers. Each contractincludes the sale of one

product for X 50 (1,Q00 total products x ¥ 50 = X 50,000 total consideration). Cash is

received when control of a product transfers. The entlty s customary business gractlge is to

allow a customer to return any unused product wnthwm receive a full refund.

The entity’s cost of each product is X 30. Using the expected value method the entity
—— —— ~—~—

estimates that 970 products will not be retu rneﬂ.

The entity estimates that the costs of recovering the products will be immaterial and expects

that the returned products can be resold at a profit.

Determine the amount of revenue, refund liability and the asset to be recognised by the

entity for the said contracts. -
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Questioni# 34 ILL73 ICAI SM
Customer outsources its information technology data Centre. Term =5 years
plus two 1-yr renewal options

Average customer relationship is 7 years

Entity spends % 400,000 designing and building the technolo needed to
accommodate GUt-sourcing contrac_;_;

Design services ¥ 50,000

Hardware "% % 140,000
Software 100,000
Migration and testing of data center 110,000
TOTAL % 400,000

How such costs should be treated ?
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Question# 35 ILL 75 SM, SIMILAR TO NOV 22

A LTD is in the business of the infrastructure and has 2 division under the name (l) Toll Roads
and (ll) Wind Power. The brief details of these business and underlying project details are as
follows:

1. Bhilwara-Jabalpur Toll Project - The Company has commenced the construction of the
project in the current year and has incurred total expenses aggregatingto I 50 crores as
on 31st December, 20X1. Under IGAAP, the Company has 'recorded such expenses as
Intangible Assets in the books of account. The brief details of the Concession
Agreement are as follows

a. Total estimated expenses to be incurred on the project - ¥ 100 crore
}E( b. FV of construction- 110 crore

c. Total cash flow guaranteed by the government - X 200 crores
d. Finance revenue over operational phase - ¥ 15 crore
e. Otherincome relates to the services provided during the operational phase
2. Kolhapur- Nagpur Expressway - The Company has also entered into another concession
agreement with Government of Maharashtra in the current year. The construction cost
&}\' for the said project will be ¥ 110 crores. The fair value of such construction cost is

/_\/ approximately X 200 crores. The said concession agreement is Toll based project and
the Company needs to collect the toll from th§ users of the expressway.\
K —_—




Under IGAAP, . has recorded the expenses incurred on the said project as
an Intangible Asset. "

Required \A\)(& >
i.  Whatwould be the classification of Bhilwara-Jabalpur Toll Project as per applicable
Ind AS? Give brief reasoning for your choice. -
ii.  Whatwould be the classification of Kolhapur-Nagpur Expressway Toll Project as per
applicable Ind AS? Give brief reasoning for your choice. —
3. Also, suggest suitable accounting treatment for preparation ofﬁa ncial statemern:\as

per Ind AS for the above 2 pro
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Question# 36 PQ5, RTP MAY 19, SIMILATTO NOV 24

KK limited runs a departmental store which awards 10 points for every purchase of ﬁ_@
Which can be discounted by the customers for further shopping with the same merchant.
Unutilised points will lapse on expiry of two years from the date of credit. Value of each point
is 9._5_9;During the accounting period 2017-2018, the entity awarded 1,00,00,00Q points to
various customers of which 18,00,000 points remained yncﬁcounted. The management
expects only 80% will be discounted in future. ( to be redeemed till 31.3.2020)

The company has approached your firm with the following quarries and has asked

you to suggest the accounting treatment (journal entries) under the applicable Ind

AS for these awarded points: -

.
a) How should the recognition be done for the sale of goods wortlq_ X 10,00,000_0h a
particular day ?, —
b) How should the redemption transaction be recorded in the year 2017- 20187

Company has requested you to present the sale of goods and redemption as
independent transaction. Total sales of the entity is ¥ 5000 lacs

C) How much of the deferred revenue should be recognised at the yearend (2017-
2018) because of the estimation that only 80% of the outstanding points will be
redeemed?

d) In the next year 2018-2019, 60% of the outstanding points were discounted
balance 40% of the outstanding points of 2017-2018 stillremained outstanding.
How much of the deferred revenue should merchant recognise in the year 2018-
2019 and what will be the amount of balance deferred revenue ?

e) How much revenue will the merchant recognise in the year 2019-2020, if
3,00,000 points are redeemed in the year 2019-2020 ?
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Question# 37 {MAY - 2018}
Royal silks, a textile chain operates a customer loyalty programme. It grants programme
members loyalty points when they purchase textiles for a specified amount. Programme
members can redeem the points for further purchase of textiles. The points have no expiry
date. In one period, entity grants 10,000 points. Management estimates the fair value of
textiles for which each loyalty point can be redeemed as ¥ 125.This amount takes into
account an estimate of the discount that the management expects would otherwise be
offered to customers who have not earned award credits from the initial sale. In addition,
management expects only 8,000 of these points to be redeemed. At the end of the first year,
4000 of the points have been redeemed in exchange of textiles, i.e half of those expected to
be redeemed. In the second year, management revises its expectations. It now expects 9,000
points to be redeemed altogether. During the second year 4,100 points are redeemed. In the
third, a further 900 points are redeemed, i.e that no more points will be redeemed after the
third year.

How would the Royal Silks account the customer silk programme ?
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Question# 38 5 MARKS {NOV-2018}

Deluxe bike manufactures by Zed limited is sold with an extended warranty of 2 years for X
87,300 while an identical Deluxe bike without the extended warranty is sold in the market for
X 80,000 and equivalent warranty is given in the market for ¥ 10,000.

How should Zed limited recognhise and measure revenue in the books on sale of bikes
and warranty ? ‘

Zed Ltd. has sold two products viz Deluxe bike and the extended warranty. Revenue
earned on sale of each product should be recognised separately.

Calculation of Revenue attributable to both the components:
Total fair value of Deluxe bike and extended warranty (80,000+10,000) < 90,000

Less: Sale price of the Deluxe bike with extended warranty % 87,300
Discount 32,700
Discount and revenue attributable to each component of the transaction:
Proportionate discount attributable to sale of Deluxe bike %2400
(2,700 x 80,000 / 90,000)

Revenue from sale of Deluxe bike (80,000 —2,400) % 77,600
Proportionate discount attributable to extended warranty < 300

(2,700 x 10,000 /90,000)



Question# 39 {NOV - 2019}

Nivaan Limited commenced work on two long-term contracts during the financial year ended
on 31st March, 2019. —
The first contract with A & Co. commences on 1st June, 2018 and had a total sales value of
40 lakh. It was envisaged that the contract would run for two years and that the total expected
costs would be ¥ 32 lakh. On 31st March, 2019, Nivaan Limited revised its estimate of the
total expected gggtT—-Q'\‘ 34 lakh on the basis of the additional rectification cost of ¥ 2 lakh
incurred on the contract during the current financial year. An independent surveyor has
estimated at 31st March, 2019 that the contractis 30% complete. Nivaan Limited has
incurred costs up to 31st March, 2019 of X 16 lakh and has received payments on account of
% 13 lakh.

The second contract with B & Co. commenced on 1st September, 2018 and was for 18
months. The total sales value of contract was ¥ 30 lakh and the total expected costis X 24
la~k_h. Payments on account already received were X 9.50 lakh and total costs incurred to
date were ¥ 8 lakh. Nivaan Limited has insisted on a large deposit from B & Co. because the
companies had not traded together prior to tm The independent surveyor e estimated
thaton SW 2019 the contract was 20% complete.

The two contracts meet the requirement of Ind AS 115 Revenue from Contracts with
Customers’ to recognize revenue over time as the performance obligations are satisfied over
time.

The company also has several other contracts of between twelve and eighteen months in
duratiﬂ.,Some of these contracts fall into two accounting periods and were not completed
as at 31st March, 2019. In absence of inancial date relating to the other contracts, you
are advised to ignore these| other contracts)while preparing the fmancnal statements of the

company for the year ended 31 March, 2019. o ;
Prepare financial statement extracts foﬂvaaan leltegl in respect of the two
construction contracts for the year endin st March, 2019

Extracts of Balance Sheet of Nivaan Ltd. as on 31stMarch, 2019

<in lakh
Current Assets
Contract Assets- Work-in-progress (Refer W.N. 3) 9.0 >

Current Liabilities
Contract Liabilities (Advance from customers) (Refer W.N. 2) i4.5)

Extracts of Statement of Profit and Loss ofﬁivaan Ltd. as on 31stMarch, 2019

<in lakh
Revenue from contracts (Refer W.N. 1) 18
Cost of Revenue (Refer W.N. 1) (15)

* | Net Profit on Contracts (Refer W.N. 1) Bf)




Working Notes:

1. Table showing calculation of total revenue, expenses and profit or loss on

contract for the year <in lakh
A & Co. B&Co. | Total
Revenue from contracts (40 x 30%) =12 (30 x 2_9‘:/9) =6 18 |
Expenses due for the year | (34*x30%) =102 | (24x20%)=48 | 15|
Profit or loss on contract 1.8~ 1.2 D_

*Note:  Additional rectification cost of ¥ 2 lakh has been treated as normal cost.
Hence total expected cost has been considered as ¥ 34 lakh. Alternatively, in case
this ¥ 2 lakh is treated as abnormal cost then expense due for the year would be
T 11.6 lakh (ie 30% of ¥ 32 lakh plus ¥ 2 lakh). Accordingly, with respect to A & Co.,
the profit for the year would be ¥ 0.4 lakh and work-in-progress recognised at the end
of the year would be ¥ 4.4 lakh.

2. Calculation of amount due from / (to) customers <in lakh
A& Co. | B&Co. | Total
Billing based on revenue recognised in the books 124 6\;7
Payments received from the customers (13 (9.5)/1(22.5)
Advance received from the customers _1y” 35[,145 /
A
3.  Work in Progress recognised as part of contract asset at the end of the year
<in lakh
A& Co. | B&Co. | Total
Total actual cost incurred during the year 16 |, 8 24
Less: Cost recognised in the books for the year N
31.3.2019 10.\2/,( (4T18/ (15)
Work-in-progress recognised at the end of the year 58| _321 90
RO ‘ '

Question# 40 SIMILARTO #2X-24 & NOV 22 {MAY - 2019}

Orange limited contracts to renovate a five star hotel including the installation of new
elevators on 1.10.2017. Orange limited estimates the transaction price of ¥ 480 lacs. The
expected cost of elevators is ¥ 144 lacs and expected other cost is 240 lac. Orange limited
purchases elevators and they delivered to the site six months before they will be installed.
Orange limited uses an input method based on cost to measure progress towards
completion. The entity has incurred actual other cos't o}@w 31.3.2018.

How much revenue will be recognised as per relevant Ind 5 for the year ended
31.3.2018, if PO is met over a period of time ?




Cost to be incurred comprises two major components — cost for elevators and cost of
construction service.

(@) The elevators are part of the overall construction project and are not a distinct
performance obligation

(b) The cost of elevators is substantial to the overall project and are incurred well in
advance.

(c) Upondelivery at site, customer acquires control of such elevators.

(d) Thereis no modification done to the elevators, whichthe company only procures and

delivers atsite. Nevertheless, as part of materials used in overall construction project,
the companyis a principal in the transaction with the customer for such elevators

also.

Therefore, applying the guidance on Input method -

- The measure of progress should be based on percentage of costs incurred relative
to the total budgeted costs.

- Thecostof elevators should be excluded when measuring such progress andrevenue
for such elevators should be recognized to the extent of costs incurred.

The revenueto be recognizedis measured as follows:

Particulars Amount
(X in lakh)
Transaction price 480
Costs incurred:
(a) Cost of elevators 144
(b) Other costs 48
Measure of progress 48 |/ 240 = 20%
Revenue to be recognised: (X in lakh)
(a) For costs incurred (other Total attributable revenue =480 -144 = 336
than elevators) % of work completed = 20%
Rewvenue to be recognised =67.20
(b) Revenue for elevators (equal to costs incurred) 144
Totalrevenue to be recognised 144 + 67.2 = 211.20

Therefore, for the year ended 31st March, 2018, the company shall recognize revenue of
< 211.20 lakhs on the project.
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