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Five Steps Model of INDAS 115

Non- Applicability Core Principle of

< Leases (L) Step 1 - Identify the Contract (C)
< Who Obtains G/S < Insurance = Revenu.e 15 ) Step 2 - Identify the Performance
S Such G/S are Output T EpeEs ) ecoghised i such Obligations (F)
el . < Financial 4 Wa.y JIEy Step 3 - Determine Transaction
for Entity’s ordinary Instruments (F) < Depict (To Show) Transfer Price (T)
O of G&S at an Amt. : .
Buss. Activities 2 Non-Monetary : . SUED &) =AUl QEEHEN G MLE NI
= Aoa C :d . Tt —_ < For which Entity is Expected Performance Obligations (A)
galnSt onsideration XChange Vyithin same to be entitle for Consideration Step 5 - Recognise Revenue (R)
Business Entities(E) P 8
CONTRACT (STEP-1) Contract Combination PERFORMANCE OBLIGATIONS (P.O.) (STEP - 2)
ARCTC To or More Contracts with same [ 1
Contract Must be Enforceable by Law Customer may be combined when P.O. may be -
| following conditions are fulfilled May be v OR y OR Distinct Means
S Contract must be Steo- if Failed - ‘ More than  Single Bundle Series of |
Approved by N pR i ) one G&S of Distinct v '
Both Parties (A) 00 f lg:zg::léon o ¢t prym—- i é&S l Distinct G&S Can be Must be
LR 2 UL, S tel distinct in
< Each Party’s Rights Until & Unless Negotiated 1 Depends on Promised But it Should /5 (;,f Same cpara ely
. . . attern Sold Context of
must be Identified (R) —  the Received as a Single Performance or are a be Promised ¢ of or Can be Contract also
< Contract must have Consideration is Package Price of Other Sonll)%l ¢ P.e rf. to be Transfered |Eg: Transfer Sold with ¢
Commercial Non-Refundable igation to Customers Sale of Car Other Resources ) )
. i.e Identifiable
Substance (C) All 815) o - Y- Wllth 3 yr. after | Separately from
0. sale services
2 Payment Terms are are Full Filled or OntraCt AR TE I For Eg. "\ other Promises in
Identified (T) Contract 7 1 (Eg. ) |Jai Sir Classes - the Contract
S Probability of is Terminated. Distinct Goods/Services Distinct Goods/Services Providing Annual a) PD With Books ¢
Collecting the \_ ) are added are not added Maintainence ?I) BO(]);kS Enly 4 For Eg. )
. . + + services for 3 years ere books are . .
Consideration (C) Standalone SP Standalone SP N y | distinet ) Par!{lng Space is
| | being charged
! l ! l in the billi.ng
Affected Not Affected Affected Not Affected Sefoalfgt:g tl(I)l a
! ! t )
Purchase House
Té'eat Separate Org. (.Tontract Make Adjustments \_ )
ontract For Terminated & in Ore. Contract
additional G/S For Remaining mUrs. Lontract
G/S Treat it as Only. Make C}lmulatlve
a new Contract Catch up Adjustment .
’ Continued to Page 2 ...
) %
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ALLOCATION OF TP to P.O. (STEP-4)
| ' ; : ¢ :
What is Transaction Price?  How to Estimate TP? How to Estimate Variable Different Cases How to Exception
i 2
The Consideration < Take Contract Price Considerable? 1) Penalties - Part of TP if Alloiate? /\
that Entity expects to as Base /\‘ i inherent in . . )
be Enﬁﬂeg to Il)leceive < Consider all the Expected Value ¢  Most likely determination General Rule Al{ocatlng Alloca.tlon Of Variable
against G/S Promised followings to adjust Method Amt. Method of TP v Dlsiount Consideration (VC)
the above Contract Price 2) Refund Liability - The portion In Ratio of
(Exuding Consideration How to Use? How to Use? of TP which . .
received on behalf - . — Sum of Probability Single Most Likely is probable Observable Total Discount Identify the P.O
of Third Parties eg. GST) +/- Variable C0n§1der2}t10n Weighted Amt.ina Amg¢. in a range of to be refunded Stand-Alone SP Shall be for which Entity
(Bonus/Incentive/Discount Range of Possible . ) of all P.O. Allocated to is Entitled for VC
Rebates) Possible Considerations : : 3) Sale with Right - Recog. Revenue . :
Considerations of Return Expected to b diff. P.O. in
l pected to be Proportion of Allocate VC into
- Financing Component Entitled & a Refund .
When to Use? — yyhen to Use? Liability for which not Stand-Alone Sp/ ~ >uch Identible P.O.
+ Non Cash Consideration Large No. of P(?ss1b1e When only expected to be Entitled Allocated TP in proportion of
(Shares, Other Assets) Outcomes with 2 Possible allocated TP of P.O.
Similar Characteristics  gutcomes 4) Warranties of each P.O.
- Consideration Payable
g)aflf)n tner (Paytm Cash Service type Assurance Type
Warranty Warranty
It is a Separate Ind As 37
Performance Provision
Obligation while for Outflow
Recognizing '
Revenue l
5) Non Cash . Fair Value of consideration received
Consideration Otherwise take Stand alone How to ]?etermlne Stand-Alone SP
Priori if not observable ?
6) Customer Provided Goods or Servic.es - l 3 Methods
May be Treated as Non- Cash Consideration l l l
7) Consideration Payable to Customer Adjusted Market Expected Cost Residual
— Assessment Plus Market Approach
() (b) Approach Approach |
EAgﬁinSt Other than (a) l l Total TP
of Dicis . Cl S Take Market Forecast (-) Observable
or eg. Cash Bac X 0 0
G/S . ! Price of similar G/S the Cost Stand-Alone
Reduce & adjust of producing SP of other P.O.
freat Separate From TP the Cost/ Margin G/S
Contract as per own +
Expectations Margin
Expected
to Earn
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RECOGNISE REVENUE AS OR WHEN ENTITY SATISFIES P.O. (STEP-5)

(Page 3)

v v v
Revenue can Over the Time - When ? How to Recognise Revenue?
be Recognised :- J 4/\
v . v (OR) v (OR) v Over the At the Point
a) Over the Time (D (2) 3) Time of Time
&/ OR Customer Customer’s Control Customer | |
b) At the Point in Controls does not Created Consumes
Time the Asset as over the Asset but the Benefit PBased on ¢ “:hi)n e d(im;tlf(ﬂ
itis Created  no Alternative use + Completion p ; ()gll:l:S S (;. 15 é‘ sste 0 the
or Enhanced for Entity on such  Entity’s Right Method / Peri. igation ustomer

o o Asset to Receive the How to Calculate

Property is + Payment is % of Completion?

Conlsltructed Entity’s Right to Increased A

on the instructions .

of Customer & l;ecelve :he For eg. Input Output

Customer makes rayment 1s S years Annual Method Method

progress payments  getting Increased. Maintenance Il |

Contract .

For eg. where Entity is It is based on Based on Value
Property is Constructed getting Payment Entity’s Efforts Provided to
by the Builder having Annually and Customer

variety of Flats &

Builder is getting booking
Amt. & Ownership will be
transferred only after
completion of construction

Customer is
getting Services
over the Time

Ex.:- Cost/Lab Hours/
Mach. Hours/
Time Lapsed

Ex.:- Survey,
Units Produced,
Units Delivered
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CONTRACT COST

2 Types of Cost
v | v
Incremental Cost Cost to Fulfill
of Obtaining the the Contract
Contract (Contract
Acquisition Cost) v 4
If there cost are If these Costs are
Cost that would not have Covered in not Covered in
Increased if the Contract Other Standards Other Standards
had not been Obtained J v
Apply other Treat them as
+ v Standard only Asset & Amortise
If Expected to  If not Recoverable Over Contract Life
or €g. . . .
be Recovered from Customers '\ 7\ o 6 if Directly attributable
from Customer v Machine Cost to the contract
(e.g. Direct cost S INDAS 38 -
of Contracts) Software Cost For eg.
J < Designing Cost

Capitalise
& Amortise over

the Period of
Benefits derived

SERVICE CONCESSION ARRENGMENTS

Accounting in the Books of Operator
as per IndAS-115

! : !
Operator has Right Operator has Right
to Collect Fixed to Charge the Public
Cash Flows (i.e Cash Inflows are not Fixed)
v
Treat Financial Asset in the Recognise Intangible Asset
Books of Operaor (INDAS 109) as Licence or Right to Charge (INDAS 38)
! ! } }
Constructions  Recognise Fin. Recognise v 4 + +
Cost Incurred Asset at PV Fin. Income Construction Recognise Amortise the Every year’s
Shall be deferred  of Cash flows @ ERI Cost Amortise  Intangible ILA.in P&L over  Collection
& @ ERI every year over the Costr. Asset at the Contract  (cash Inflows)
Amortise over thru P&L thru P&L Period thru Fair Value  Period as Exp. will be charged
the Contract FA a/c Dr. P&L Int. Asset Dr. as income
6

REPURCHASE AGGREMENT

Entity Sales the Asset first then has
Right or Option to Repurchase

v v

Call Option (Right to Repurchase) Put Option (Obligation to Repurchase)

i (i.e. Customer has Right to Sale)
Treated as Lease v
Contract Price Greater
v Original Price

Treat :- Financing
Arrangement

Repurchase Price is Lower

than Original Price

27

If Entity Can/Must If Entity Can/Must

Repurchase at Repurchase the If Customer Can Entity Shall account

Price less than Asset at a Price Exercise this Option, this transaction as

Original Selling Equal to or More than treat it as Lease “Sale with

Price than Original SP. Since Customer is Right to Return”
+ Paying Rent to Use it.
Treat Lease as per v
Ind AS - 116
Apply
Ind AS - 116




