
 

Steps

1 Identify contract 21 IdentifyPO 3 DetermineTransaction Price

4 AllocateT.P.to P.O 5 Recognise revenue when PO satisfies

I Identify contract Agreementbetatwoor moreparties thatcreates enforceablenights

and obligation Contract exist if all below criteria satisfies
i Allparties approved ii Identify each parties rights regarding s iii identify

Paymentterm iv commercial substance v Probthat entitywillcollectsubs all consideration
Enterintentionandability

If Contractdonotexist entitycanrecognise revenue if
i Glsfed and noremaining obligation consideration received and non refundable
ii contract terminated and nobutither obligation consideration received isnonrefundable

I Identifying Performanceobligation asone
distinct

If multipleGls promised in singlecontract identifywhethermoms than one Pro
915 are distinct it I CustomencanbenefitfromGflon its own on togetherwithother
Meadilygavailableresources

415soldseparately on customer alreadyobtained fromentityon inothertrans

ii separately identifiable from otherPromises in the contract
1Significant Integration servicenotprovided ii oneGlsdonotsignificantly modify
on customise otherGls iii NotHighly interdependent on intermelated

Additional Points

1 Customeroption forAdd Gls loyaltyPoints Rewards Treat a separatePO andallocate

Tmansprice in theratioof standalone Price
2 Consignment Ammangement Indicators to evaluatewhether consignmentarrangementonnot

a ProductcontrolledbyEntity untillsaleonspecifiedPeriodexpires Ii Entityabletomeguine

return on fransben to anotherdealer iii Nounconditional obligation fordealer topay

Ind As 115 - Revenue from Contract with Customers



Revenuenotrecognised bon consignmentarrangement because control notyet transferred

3 PrincipalNfsagentconsideration

ifPo is to ProvideGls itself principal Revenue
Mccoy is the Expected GrossAmount

arrangeanotherPantytoProvideGls Agent RevenueMccoy isthe NetAmount

Indicator thatentity is principal
Fes

Commission

dEntityisPrimarily responsible for fulfillingcontract ii Entityhas inventory risk

iii entity has discretion in establishing prices bornGls
4 Non Refundable upfrontbees GEf clubmembership joining fees
If feel received medals to specificGlstod Revenue Recognised bonAmount received

if bees receiveddonot relate to 415 account he advancepaymentforfutureGls

I Determining Transaction Price

Consider Effects of Ii Variableconsideration ii significantFinancing component
iii noncashConsideration in consideration Payable to customer

lilvariableconsideration include in tip if entity expects to achieve performance criteria
Methods 7 it Expected valuemethod large no ofcontracts withsimilar characteristics
ii mostnicelyamount only two possibleoutcomes eitherAchieve performanceBonus onnoty
AteachRPEnd Entitymealselse v C and update Estimated T P IRefer911327
AdditionalPoints

ilRefundliabilities t Recognise if expects torefund some amount ofconsideration received

It isupdated ateachRPEnd on cumulative catch up Basis

iil Salewith aright to return 7 Substanceis of consignment sale consignment Amnangement

Inothercases RecogniseRevenueexcl productsreturnable refundliability andAssets

iiit Restocking bee ton hoodsreturnable included in t p andnews Revenue whencontrol transfers
Repackaging shipping on Reselling fees

in warranties
Assurancetype y notseparatePO I RecogniseFullRevenue andmakeprovision aspentha a 37
Servicetype 1 Account as separatePO andallocate portionof tin tothat Po

 



ii significant Financing component

customer Pays beforeentity customerloan on after entity Entityloafperforms its
obligation The objective is to recognise revenue at cashPriceEquivalentLie consideration
received on receivable is adjusted usingmarket interest rates

Financing component recognised separately as Int Exp on Int Incomeusing EIR

Overriding provision specifies thatcontractwouldnothave s f c if
I customer at discretion paid in Advance His salesbasedroyalty ill Financing

comp aisle for reason other than Finance hi.e toprotectentityon customer

Iii17Noncash Consideration Shames Equipmentetc

Todetermine TP measure N c c at its Fainvalue ifnotdeterminablethen measure

TP WMit standalone sellingpriceof Glstransferred
subsequently if FainvalueofN ec voice because ofits form t DonotAdjustT P

If Customer Provided Gilland controlfood to Entity 7 include in tip at FainvalueofMcc

inconsideration Payabletocustomerby Entity4Ef Slottingbees PriceProtectionCoop AdvtAgency
PaymentbyEntity notbornany distinct oils reduced from TP

PaymentbyEntity bom distinct415 consideration exceeds Fainvalueof915received such
Excess reduced bmom TP4if consdonotexceedFainvalue thenNotreducedfrom TP

II Allocating Transaction Priceto d o
on a relative standAlonePriceBasisexceptpom moeating

discount't
tionateBas

Use observable price if available otherwise estimate using suitablemethods
Adjusted market assessment 7 PricecustomerwillingtopayInefenning competitorPricedjust
il Expectedcostplusmargin 7 CostofsatisfyingPo Addmargin

tillResidualapproach usedonly ifsellingpricehighlyvariable Pricenotyetestablished
PreviouslynotsoldonstandaloneBasis Residual Approach inappropriate if Allocated TP to



Gls is outsideBroadrangeof Estimates
subsequently if change intopthen itwillbemeallocated topro on the basis ofInception
date standalone priceofoils

I Satisfying Po

Entity recognises revenue when it satisfies PO by transferringGlsCanasset to customer

AnAsset is transferred when customerobtainscontrolofAsset
AtcontmeetInception Entity must determine whether control fool over a periodoftime

on at a point in time AnEntity transfers control oven time if
customer simultaneouslyreceives benefit as entity penforme Assetwhichcustomer

control is created on enhanced as entity performs iii assetdonothavealternative

use and Entityhas rightto paymentton performance completed to date cost t manging

it controlfad over time Revenuerecognised proportionatelyover a period of time
n at a point intime Revenuerecognised at a pointwhen 1001controlfood

Methods ofmeasuring progress when Po Satisfies over time

outputmethod 7 Based on measurement value LieFainvalue ofGls tbd till date

Inputmethod 7 Based on Entity's efforts on Inputs i e Expense incurred
Total cost

X 100

4Wasted material labour andother Resources ignored

when cost incurred notproportionate to Entity's progress recognise revenue to the

extent of cost incunned if 117GoodsdonotrepresentdistinctP.o fitcustomer
Obtain control of goods Iii costofgoods significant relative to totalcost
in Entity procures goods from third Parties

Other Points

i Billand Hod 7 Entitybills customer for a Pnoduetbut retains physical possession

dueto customer request In such case control isEfd if allbelowCriteriaismet
ReasonfanBill Holdsubstantive fi productidentifiedseparatelyhebelonging to customer
iii Product needy bonPhysicatransfer in NoAbility to useproductondirecttoopen customers



if Control istransferred Entity recognises revenue forgoods Howevercustodialservice provided
to customer is identified as separateP.o and TP allocated to GoodsEfd custodialservice

if controlnottransferred Revenue recognition is deferred untill control transferred

Contract Cost

ContractAcquisitionCost Contract Fulfillmentcost

Incrementalcost to obtain a contractwhich is costincurred inFulfilling contract

notincurred if contract notobtained Eg Equipment Software Designingcost otherGIS
I

E9bell Commissionupon signingofcontract PPE Infgy contractassetaspen
Indas161

finda38
IndAs 115

AMÉliseover
SuchcostcapitalisedandAmortised ovencontractterm contract term

Legalfees for Amaffing Ammangementterms Travel Exp onsalaries for pitching onworking

on new clients etc are incurred even ifcontractnotobtained and changedasExp inPIL

Repurchase Agreements 4sellsAssets Promises option to Repurchase

Forward calloption

16RPP 7 SP theyFinancing Ammangement16RPP C 5P leases as per IndAS116

1 Bank All 2 InterestEXP 1 Bank all
tosecurity Deposit

2 Advanceleasement

To how TO loan toagyleasemeny
ToRentalIncome

10M reaffirm 3 SecurityDeposit on securityDeposit

to Bank
3 loan

toBank ToRevenue

R urchase optionlapses R urchase optionlapses

Putoption 4Customer hasright to PutbackAsset

If Significant EconomicIncentive forcustomer ifNosignificantEconomicincentive toPutback
toPutBack Apply Alcing bomsalewith arighttoReturn
Bpp SP Financing Arrangement

RPP L SP Leasesaspen IndAs116 RPP fonEntity

Customer hassignificant Economic Incentive if PutbackPricemorethanExpectedmarketvalue



Service concession Annangement Roads Bridges Tunnels Hospitals Airports

Consider givenbyGranton Gout to an openatomEntity may be nights to

A FinancialAsset InterminablefixedAmount AnIntangibleasset NoFixedonDeterminableAnt

contractualright to deceivecash on AnotherFA licence to change user of publicservice
Tonna Journal

DFinancialAsset 2 Costofconst I IntangibleAsset
To Revenue

2 Costofconsya

to const Revenue To Bank ToBank

9 FinancialAsset 4 FinancialMkt 3 Amortization Exp 4 Bank

To Financeincome toRevenue To IntangibleAsset ToRevenue
Entire5 Bank

ToFinancialAsset

Inboth cases consideration received on receivable recognised initially at FainValue

Contract Modification Partially terminating Extendingcontractteam addingGls Reducingprice

ilseparatecontract Adding new distinctGls and increase inpricereflects standalonesP

illnotaseparatecontract

16Remaining Glsdistinctfrom41 Efd if Remaining Gls not distinct andforms
beforemodification Pantof singlepro

Allocatementoring TP to outstanding
cumulative

catchup Basis

Performanceobligation 4Prospectively

Combining contracts Two onmorecontracts accountedas singlePo ifanyconditionsmet
lil negotiated as a package fi consideration Paid in Onecontractdepends on priceon
performanceofomencontmeet Liiil Gls promised in a contractonesingle PO

Contractteam contractual period wherePartieshavepresent enforceablerights obligations


