
                Ind As 115 - Revenue from contracts with customer
















































Panty contracted withEntitytoobtainGoods services

that are output of Entity'sordinaryactivities

in Exchange for Consideration

Nate Ind As 115 applies only if counterparty is a Customer

To Recognise Revenue Entity should apply Five steps Model
Step t Identify contact with customers

4Talati94entered into contact tosell lift installationof lift and 5gean
maintenance services

step2 Identify Performance obligations in the contract
PO 1 Lift 2 installationof lift 3 5yeans maintenanceservices

step3 Determine Transaction Price

4Expected Consideration TP E 50,000007

Steph AllocatetransactionPrice to performance obligations
Allocation 1 Lift 90,001000 2 Installation 200000 3 Maintenance 8000007

Step5 Recognize Revenue when Entity satisfies Performance obligations

I 25thmoney2001 Control of Lifttransferred RevenueRecognized 240,00100

21 10thApril2001 Installationcompleted 7 RecognizeRevenue E 200000

3 800000 recognized over a period of 5gears





Step 1 - identify the Contract 














































I 9 a

Written Oral or CustomaryRosiness Practices

Agreementbet Two on more parties that creates enforceable rights obligations

Contract exists only when arrangementmeets all Five criteria

1 All panties Approved thecontract CAnd committed

21 Can identify each party's rights regarding goods services

to be folksflaked
3 Identity Paymentterms

4 Contract has commercial Substance

Prevent Entities bnom transbenning goods onservices toeach other for little
or no consideration to artificially inflatetheir revenue

5 Probable thatEntity will collect substantially all consideration

To Assess Collectibility check customer Intention Ability to Pay

The Entity Can recognise revenue even if contractdonotexist inBelowCases

y contract do not exist but Goodsservices transbeaded and has no
remainingobligations and substantially all consideration received and is
Non Refundable

2 contractdonotexist thatwhatever contract done is now terminated

and consideration deceived is Non Refundable



Step 2- identifying Performance obligations
















































ExplicitonImplicit

In cases whereMultiple Goods on services are promised in a single contractEntity
shallIdentifywhetherthere are more than one performance obligation

Eg Promise in asinglecontractto provide software Installation BunsMaintenanceand
technical Support

Performance obligations defined as a promisewith a customer to transfereither
A Distinct Goods on service

B A series of distinctgoods on services that are substantially the same and
have samepattern of transfertothe customer

Kya wo separatelysell holeyA Distinct Performance Obligations
Promised Goodsservices are Distinct if both criteria met

i Goodon services is capableof beingdistinct ie
Customer canbenefit from theindividual good on services on its own OR
Together With other readily available resources Eg Pendrivelectures software

Goodonservice that is soldseparately On

Customer hasalreadyobtainedfromEntityon fromothertransaction events

lil separately Identifiablefromotherpromises in thecontractwhich includes

a Significant Integration services notprovided E.g Personal computer Walen Purification

Ag water purification Plant where company is responsible for all aspects
incl Engineering and Design services procurementofPumps Physical const

sitePreparation testingwaterquality and the integration of all components




















































b Onegoodonservicedonotsignificantlymodifyon Customiseothergoodonservice

Contract to transfer software licence perform installation and provide technical

support for 5years However as partof installation software to be substantially
customise toadd new functionality to enable the software tointerface with
other customised software application used by customer

C Goods onservices arenotHighly interdependent on interrelated

Contract to Inoxide Pendrive lectures software licence and Books which are Highly
interdependent on interrelated

Few Points from Illustrations

1 Entity Provides Broadband voicecall and modem separately 911 14

2 Designand Multiple levelshopping centre with customercan panning where

entity mayrequire to continually alter thedesign of shopping centre and Ranking
facility during ion Highly intenaelated significant customisation modification

B Promise to transfer a Series of distinct goods on service that
are substantially the same on have same pattern of transfer
There might be cases where distinct goods on services are provided

continuously oxen a period of time Egsecurity services Bookkeeping
Hotel Managementserviceetc

If Consumption of those service is symmetrical it is considered as single

Performance obligation satisfied over a period of time




















































9 b of

step2 Crux

1stcondition
Goodonservices Distinct if Benefit on its own on togetherwith other readily

available resources
Ydsepanaten

2ndcondition

a Significant Integration service not provided

b Onegoodon servicedo not significantly Modify customise other goodon service

4 Not Highly interrelated on Interdependent

Computer

MomenBoard A Notcomputerbutcollection

RAM F ofspareparts
ofcomputer

4
Handdish w a

Monitory as

capableof
being 8 separatePO

ups
e distinct

keyboard a

Mouse t

mummify





Customer option for Additional goods & services 














































Eg Lenstant

GiftCards loyaltypoints

If Entity Grants Additional night to customer which is material suchnight
is a separate Performance obligation
Eg Saleof Product A F 1000 consideration 45AP E10007

91127 Discounton FuturePurchase 401 frogmal Discountonall futuresales 1077

JoyChances that customer will redeem Discount Average purchase 500

501 500 807 900
XzotI Performance obligation
120

1stPO Product A E 1000
2ndP.o FutureDiscount E 120 500 801 307

1120

Total consideration deceived E 1000

ProductA FutureDiscount

91000 1998 7 41000 1420 Y
892 E 108gI

Recognize Revenuewhen ProductA control RecognizeRevenuewhen customer redeem

is transferred discountonwhen it expires

Bank All
To Revenue 892
To Contract liability 108



Consignment Arrangements
















































DeliveryonconsignmentBasis todistributor dealer

Agreement between consignee and consignon fon the storage transfer sale on

resaleand useof the goods

Indicators to evaluate whether Arrangement is a consignment arrangement
to Productcontrolled byentity untill sale to a customer on specified Period expires

2 Entity able to require return an transfer ofproductto another dealer
3 No unconditional obligation forthe dealer to pay for theproduct

Revenue not recognized ban consignment when goods delivered to consignee because

control not get transcended I 97 is recognized when control transferred

But in case of sale with eight to return revenue is recognized because
Control is transferred Irene customer decides whether toputbackgoods toseller
791125

Eng consignen deliver 1000dresses to consignee 220 pendress which consignee

shall pay when dress sold to end customer consignon hasmightto require net

an transfer to anotherdealem State whether control transbeaded No



Principal US Agent consideration





























Non refundable upfront fees


















Whenother panties are involved in providing goods on services to Entity's
customer the entity determine whether its penbonmance obligation is

To provide Good on service to arrange for anotherparty to
itself Principal provide Good on service agent

I
Revenue Recognized istheGross Amount Revenue Recognized isthe net Amount

to which entity expects tobe entitled I Entity'sFeeon commissionY

Indicators that Entity is a principal includes

1 Entity is primarily responsible for Fulfilling the contract
2 The Entity has inventory disk
3 Entity has discretion in establishing prices for Goods services

ClubMembershipJoining fees Telecom serviceActivation
bees

Doesthe fee relate to specific goodson services transferred to customer

Yes No

Accountbag as a promised good Account for a Advancepayment
on service Gonfuturegood on service

Eh Customer buys new data connection and pays one time registration
The customer will be charged based on Data usage on monthly basis













STEP 3 - DETERMINING TRANSACTION PRICE



















1) Variable Consideration


















ang al ly
Here Customer will not benefit just frombuying datacard and data service
theActivity of registering and activating connection is not a service to customer

and therefore does not represent satisfaction of performance obligation

The next step is to determine transaction price
The transaction Price is the amount of consideration to which entity
expects to be entitled in exchange for hoods services Exel GST
Theconsideration promised may include Fixed Amounts Variable Amounts

OnBoth

When determining transaction Price Entity shall consider effects of

D Variable Consideration 2 Significant Financing Component

3 Non cashconsideration 4 consideration Payable to customer

Incentives Performance Bonus Price Concessions

mefunds Credits Penalties etc

It may be fixed in amount but Entity's right to receive is contingent on a

future outcome I Eg Fixed Performance Bonus received only if targetismet

Variable consideration is estimated using eitherofthe following methods

1 Expected ValueMethod 2 Most Likely Amount

E1 M is appropriatewhen Entity has large M LA is appropriate if contract
numberofcontracts with similar characteristicshas only two possible outcomes

more than two possible outcomes




















































I 1

Note the choice is based on themethod which better predicts the amount

of consideration to be entitled Lie No Free choice

Eq
Contract Fixed consideration 25 Gone
Variable Consideration

1 157 Bonus if Completed by30thmonth 251 Chance Morethan two

104 Bonus if completed by32ndmonth hot Chance
outcomes

51 Bonus if completed by synmonth 154 chance ExpectedValueMethod

2 Quality Bonne of E 2Gone if inspector assign gold star rating
Got Chance 2 possible outcome Most lively amounty

5017

Fixed consideration 25cm

IVariable consideration included inTransaction price
Bonus Expected Yale method

375 X 251 t 2 5 Xhot I 125X154 T 0 207 2.125

QualityBones Most likely Amount

6011not ofgetting a 2cgone Monelikely 2 4 125

29.125

Refund liabilities contractliability

Entity shall recognise a refund liability if it expects to refund someamount

of consideration received Refund liability is updated at the endof eachreporting
period Say Amountreceived2100000 Refund Expected 7150007

RevenueRecognised 285000 Refund liability E 15000




















































d 3

Example191131 Entity sold tounits ofProductA bom 21000penunit If a customer
Purchase more then 100 units in a FY Price is retrospectively reduced to 900
Penunit For theMtg endedBomjane Entity sells 10units in totaland estimates that

Purchase will not exceed toounits fi e it isHighly Probable thatsignificantreversal
in Amount of Revenue will not occur when uncertainty is resolved
1st9 Ended Revenue Recognized tounit X 10007 E 10000

Funthem in 2ndd Ended 30hsept Entity sold50more units In the lightofnew
Fact Entity estimates that customer Purchase will exceed 100waits forthe FY and

therefore require to retrospectively reduce price unit to E 900

2nd9 Ended Revenue Recognised 50units X900 10unitsX1007 44000

Refund liability contract liability 460units xtoo 6000

Reassessment ofvariable consideration

AtEach Reporting Period end Entity shall UPDATE estimated transaction price
including updating its assessmentofwhether Estofvariable consideration is
constrained Y 91132111 Imp

Example Fixed FeeContract E 10100,000 Estimated costto complete E950000

mmmm

hmmmmWt 701 950 101 E100000

15thyears Entity believes that it will achieve 100000 incentive bees

At4thyeand 11 11 11 11 11 11 250000 it

lostincurred Ya
50088 ii a 17508 in 2 4 8 57

Yah 22750877 52 50005.2077























Sale with a right of return




























sa
911 32 Revenue to be recognised Revenue cost Mangin

sty y 4100000011000007
500

50000 57895 50000 7895113671
2ndyr 1000000 T100000 X 17500950000 202632 175000 27032 13637

3rdyr 4 9100000071000007 X
4000

50000 463158 400000 63158 13631

4thyr t 41060000 2500007 2750950000 361892
185216

150000 62509 0000 98684

460526 275000 185526140284

5Myr 741000000 2500007 X 500 50000 65789 50000 15789 247
300000

Refundagainst return credit AnotherproductinExchang

In such casesRevenueRecognitionshall beas per the substanceofthearrangement

substanceis that ofconsignmentsale other cases
a H

Account asperGuidance related to to Accountpom saleswith a night ofnetty
consignmentsales Recognise all of the following

a RevenueExclproducts expected tobe returned

b Rebund liability

4 Assetfor itsrightto recoverproducton

settling refund liability

Note An entity shall update refund liability at each reporting periodend
and condespondingly adjust revenue

















Accounting for restocking fees for goods expected to be returned



















Warranties
















E9 Saleof tooo products E to each Entity's lostof eachproduct is E307
Customer can refundwithin 30days and receive full refund Usingexpectedvalue

Method Entity estimates that 970 products will not be returned

bolt Revenue 1970 50 E 48500

Refund liability 930 507 21500

Assetfright to recover products 430 307 E900

Fees levied to compensate entity for costof mepackaging shipping reselling
at lower price to customer

Restocking fees for goods expected to be retained included in transactionprice
at contract inception and recorded as revenue when controlofgoods transfers

Somewarrantiesprovidecustomer withassurance other Wanmanties Provide customerwith

that Productwill function asthepanties intended serviceinaddition to theassurance
servicetypeWannanty7because it complies withagreedupon specifications

Assurancetypewarranty Castomenhasoption to purchase separately

Customerdoesnothaveoption topurchaseseparately Account ton Promisedalarmanty as Po

I andallocate a portionof transactionprice
Accountasper Ind As 37 to that PO findAs1157




















































1
Notes

1 If Warranty is requiredby law it is not a PO because It exist to protect

customer frommists of purchasing defective Products Assurance warranty

2 the longer the coverageperiod themore likely thatPromised alanmanty is a PO
because it is more likely to provide a service in addition to assurance warranty

3 If Entity Promises both Assurancetype and service typewarranty butcannotmeasonably
account separately Entity shall account forboth warranties as a single P.o

Eh Total transaction Price for SaleofComputer 939ns Extended Wanmanty 236000
11351 Assurance Warranty Provided for First 90Days

StandAlone Price Computer 32000 ExtendedWarranty 4000

Entity Estimates it will incan E 2000 to mepain defects within 1stgoDays

Sol
TotalTransaction Price9360007

Computer withAssuranceWarranty E320007 Extended servicewarranty E40007

Townnd Journal

BankAK 32000 Bank 4000

To Revenue 32000 To contract liability hooo

WarrantyExp 2000 Nl

To AccruedWarranty 2000Chit
Prov



2.Significant financing component





































The contract contains a significant financing component if atEep

lil Customer Pays before entity performs its obligation Gustomen loan to Entity
Gil Customer Pays after entity performs its obligation Entityway to customer

IntIncome
Objective To recognise revenue at cashprice equivalentamount which would

have received at the time of transferring controlof goods onservices
thefinancing component is presented separately fromRevenue It is recognisedas
Interestexpenses on incenestincome using Effective Interestmethod aspen IndAs109

r

E9 Cash selling Price 100000

Promisedconsideration payableafter 2years Cashprice t toyinterest
4100000 x 1.10727 121000

CASE I CASE 2

101 interestrate is commensurate with the 141 interestrate is commensurate withthe
matethatwould be reflected in a separate mate thatwould be reflected in a separate

financing transaction financing transaction

I Transaction Price 121099 or 100000 1Transaction Price 121000
11472

93105

Financing Element 21000 Financing Element 27895




















































Joanna Entries Journal Entries

MReceivables 100000 Receivables 93105

Revenue 100000 ToRevenue 93105
Receivables 10000 Receivables 13035

ToAtenestIncome Mo 10000 ToAtenestIncome Mu 13035

Receivables 11000 Receivables 14860

ToIntenestIncomePla 11000 ToIntenestIncomePl 14860

of a
Bay 121000 BUY 121000

To Receivables 121000 To Receivables 121000

Ind As 115 Contains Overriding Provisions which specifies that contractwould

not have significant financing component if any below factor exists

a customer at his discretion paid in Advance9E9 Prepaid RechargeCand

b Substantial consideration promised by customer is variable and timingofthat
consideration varies on the basis of occurrence or Non occurrenceof a Future
eventnot within the controlof Customer on Entity E9 Sales BasedRoyalty

A Financing componentmay arises fan reason other than Finance
Fon E9 paymentteamsmightProtectentityonCustomers from other Party bailing

to adequately complete its obligations under contract



3. Non cash consideration
















































Sharesofcommonstock Equitytaste Equipment eh

To determine transaction Price an Entity shall

a Moshe MonCashconsideration at painvalue Iftp.ofnee
Receive

b If Cannotreliably estimateFainvalue measure consideration by reference to
standalone sellingprice of goodon service

Subsequent measurementof Noy cash consideration

FainvalueofMonCashConsiderationVaries ThinValveofNoncash consideration varies
after contractinception becauseofits form Otherthanonlytheformofconsideration
EngChange in priceof aShane EGdueto Entity'sperformance

I N

The entity does notadjust transaction Apply theGuidance on variable consideration

Price andtheconstraint whendetermining
transaction price

Customen Provided goodson services EgMaterial labouron Equipment
Assess whether it obtains control of those contributed hoods on services

YES

Account for contributed goods on services as non cashconsideration
received onom customer Part of T P


