






































4. Consideration payable to a Customer










Eg AtcontractInception 20thMann ControlonGls transferred915thJuly
Considerationonsell 50000 shines received

ofgoods 50000Stones Finale stone 77.5
Fainvalue 260Shame Inv In Shames950000 757Dr 3750000

To Revenue 50000 607 3000000iTriangle 30,001000
TO FITPLFUTON 750000

Another Example

AtContract Inception subsequently controlof915th
Consideration 50000Shares FainVale 7554

pong
FainYale Folk

Performance 8000stonesfanidhl EntityExpects Performancewill PerformanceBonus Achieved
Bonus now bereceived

Joanna
Fainvalve GoShane

IRevisedtransactiontwice PaxinsharesDr 4060000

Entity expects PerformanceBonus
50000 800074X7560 ToRevenue 3480000

willnotbe achieved 34,80000 TOFYTPLFXToy 580000

ITransactionPrice 30,001000
4500007607

Consideration payable to a customer includes cash Amount that entity pays on
expects to pay to the customer on tootherpanties who purchase entity's goods

onservice from customer

It includes coupononHouchen thatcanbeapplied against amountsowedto the entity




















































A Consideration payable to customer is a payment not gondistinctgoods on

services such consideration payable is reduced from transactionPrice

B ConsiderationPayable t considerationnotexceed Fain Account insamewaythatentity account

fordistinctGfs YateofGlsentityreceived forother purchases from suppliers

A
C ConsiderationPayable 4 consideration exceededFain Such excessreduced fromtransaction

809distinctGfs YateofGlsentityreceived price

9 Pmatiatagati soldGoods to DK for considerationof 2 100000

As Dk soldgoods to Pratiutagati for considerationof240000 butfainHateofGoods entity
receives is E 25000

I Excess E 15000 40000 25000 reduced from transaction Price

i Transaction Price 100000 15000 85000

some common exampleof consideration Paid to customers are given below

I Slottingbees Fees to customer for displaying goods on store shelves are

reduced from transactionprice

2 CooperativeAdvertising Arrangement Reimbursement of lost incanned bymesellem
to advertise vendor's products I reduced from transactionprices

3 PriceProtection Reimbursementofshortfall in the sales price receivedby retailer

for theHendon's Products oven a specifiedperiodoftime reduced from transactionprice





STEP 4 - Allocating Transaction Price to Performance obligation














































An Entity Shall Allocate transaction price to each Po on a relative stand

Alonepricebasis exceptfor til allocating discount and y
Disproportionate

ii allocating variable Consideration Amount

UseOBSERVABLEPrice 16ObservableStand AlonePriceavailableOtherwise Entity Should

Estimate Stand Alone Price using suitable methods

Suitablemethods for estimating standaloneselling price of a good onserviceinclude

a Adjusted Market Assessment Approach E.g coaching class

Evaluate Marketin which entity sells goods services and estimatePrice that a

customerin that manleetwouldbewilling to Pay
Also include referring entity's competitors prices and adjusting those prices

toreflect entity's costsand margin

I Expected Colt plus mangin approach
Forecast its expected lostof satisfying Po and then Add Appropriate Mangin

sometimes this method is not appropriate when

a lost not a significant input in setting prices
b DirectFulfillment costnoteasily identifiable

C Residual Approach

Total Transaction Price Less sum of observable standAloneprice
of other goods onservices

Note Entity shall allocate discount before using Residual Approach
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Residual Approach is used only if I
a Entity sells goodon service to different customer for a broad range of
amounts i e selling price is Highly variable

b Not yet established price and not previously sold on stand alonebasis

Eg Transaction Price 2 10000 AllocationoftransactionPmic
ProductA 5000 Directlyobservable 10000 50 000 3373

MedugB 2500 AdjustedMagnetAssessment 10000 25095000 1667
ProductC 75,9 9costplusMangin 10000 759800 5000

9 Transaction Paice 100000 Allocation ofTransactionPrice
Product X 50000 50000 50000

50000 y
25000

ProductY 25000

y
combinedsold yoooo 17857

Product 2 45000 609 E50000 50000 450
00 32143

100000
Alternative scenario

120000

All Info sameexcept 7 Transaction Price 2130000
ProductAlpha included Alongithx4,2whichishighlyvariable BroadRange 15000 2450007

iTaglactionPriceAllocated toAlpha ResidualApproach 130000 100000 30000

Variable consideration not allocated Proportionately
A Standalone priceof Const of Building 50100,000

MaintenanceofBuilding 10,001000

Transaction Price 4000000 Fixed t 500000 if const completedon time

Allocation

ToBuilding haooooo x
5000000
6000000 T 500000 3833,333

To Maintenance Goooooo x 50000006000000
T O 6,661667

4500000




















































Change in transaction price

subsequently if there is a change in transaction Price itwillbe re allocated

on the oasis of inception date standalone price of goods on services

EG ContractioninceptionDate variable

transaction Price 150000 Fixed F 50000 PerformanceBonus

At inception Entity expects performance Bonus will not be achieved

P.O StandAlone Allocation

software 90000 150000 9098000 75000

Installation 30000 150000 398 00 25000

technicalsupport 60000 150000 60988000 50000

nextyean contract still in progress
Now Entity believes that Performance Bonus will be achieved RolledTp Looooo

Po StandaloneInception Standaloneunment Allocation

software 90000 95000 200000 998000 100000

200000 x 30000Installation 30000 35000 180000 33333

200000 x
60000

techsupport 60000 50000 180000 66667

 ✅

 ✅

 ✅

❌

❌

❌



STEP 5 - Satisfying Performance obligation
















































Entity recognises revenue when it satisfies PO by transferring goods on
services an asset to a customer

An Assetis transferred when customer obtains control of asset

controlofan asset refers to
a Ability to direct the use of and obtain substantially all remaining benefits
from the asset

b Ability to prevent others from directing theuse and obtaining substantial

benefits

then Indicators to beconsider bun transfer of control
1 Entity has present right to payment b Customer has significantwish I newand
2 Customerhas legal title to asset ofownership of asset

3 Entity Ad physical possessionofasset 5 Customer hasaccepted the asset

At contract inception Entity must determine whether control turnsbenned over
a period oftime on at a point in time
AnEntity transfers control oxen time if any below criteria are met
1 Customer simultaneously receives and consumes benefits as theentity
performs Ef securityGuard service Payroll service

2 Asset that the customer controls is created on enhanced as the entity
Performs Ef const in customer land 7

Dueto contractual limitation onPracticallimitation




















































3 Asset do not have alternative use to the entity AND Entity has

enforceable night to payment bon performance completed to date

Eq Building a specialised Customised Assetthat only customer can use on

BuildingAsset according to customer specifications

CostincannedPlusReasonablemangin

If any of the above criteria do not met control is transferred at
a point in time

If Control Efd over a periodof time Revenuerecognised over a periodoftime
at a point in time a u at a point intime

Methods of measuring progress ofPo satisfied over time
Revenue overperiod

A Outputmethods result B InputMethods Cobbants

Revenue recognised based on Measurement Revenuerecognised based an Entity'sefforts

valueofgoodsonservices cansbeamed on inputs Eg Resources consumed labour
till date E9Surveysof performance hours expended machine hours used

completed to date appraisalsofresults costs incanned

achieved

Practical Expedient 10 Entity's efforts on Inputsexpended evenly

18company has right to consideration throughout
Performance period

at Amount billed to the customer of Recognise Revenue on a straight line

entity's performance completed todate Ball's

then Companymay recognise suchBilled

Amount as Revenue

































Repurchase Agreements


















Input methods

When Cost Based Input method is used Following Adjustments are required

1 Costof wasted material Labour on other resources are ignored while
measuring alone in Progress

I When Cost incanned is not Proportionate to entity'sprogress thenrecognise
revenue to the extent of lost incanned Revenue recognition ofsuch
cost is appropriate if all below condition exists

a Goods do not represent distinct performance obligation

b Customer Obtains control of goods
4 Costof suchgood significant relative to total Cost
d Entity procures goods from wind panties and doesnotsignificantly
involve in manufacturing designing

Entity sells assets t Also promises on option to repurchase the asset

Three forms of Repurchase Agreements
D Forward contract 2 call option 3 Putoption

Entity'sobligationtoRepurchase Entity's righttoRepurchase Entity's obligation toRepurchase

Asset Asset at customer request

Fonwandcontract calloption

Here Customerdonotobtaincontrolof the Asset because donothaveability to direct
theuse and obtain substantially all economic benefits




















































Repurchase Agreement 2BPt Repurchase Price

Fonwandfealloption Putoption

ftp.p.P 75 p If BPP L SP ftp.P.P.ys.p If ftp.p.LS.p
A

Acustomerhassignificant Acustomerhassignificant

Financing Lease as Pee EconomicIncentivetoPatrick EconomicIncentivetoPut

Arrangement indas16 then Financing Arrangement Backthen LeaseArrangement

otherwise accountbona otherwise accountbona

salewitharighttoReturn salewitharighttoReturn

CustomerhassignificantEconomicincentivetoexerciseputoption if BP.P Expectedmarkettrice

Eg Ripp 56000 EM.P 52000 HereProbablethatcustomerwillexercisePutoption

Forward Calloption

A Financing Amnangement

If Repurchasepricemorethan or equal to originalsellingprice
Eg Original sellingprice 250000

Repurchase PaiceAgreed 2 56000 Y
Rftp 7 s.pyFinareiyAnntft

Journal

ContractInception BankAfc Dr50000
TO Loan FL 50000

RecognizeovenRepurchase InterestExp 6000 goin interest cost
team to Loan 6000 ifoptionlapses

AtthetimeofRepurchase Loan 56000

56000
OR

Wan 56000

or optionLapses ToBann ToRevenue 56000




















































B Leases Asper Ind As 116

If Repurchase price less than original selling price
Eg Original sellingprice I 50000

Repurchase PaiceAgreed E 35000

Difference bet's original selling price and Repurchase Price shall
be

recognised as LeaseIncome

fHale Income E 15000 950000 350007

Remaining I 35000 will be recognized as Revenue if option lapses
Journal

BankAfc 50000

To SecurityDepositFL 35000 fat Presentvalue

70 Unearned Lease Income 15000 Remaining Amount

Unearned leaseIncome 15000

To LeaseRentIncomePk 15000

4215000 recognised overtheleaseteam i e timebetween saleand
Repurchase

Security Deposit 35000 on
securityDeposit 35000

To Bank To Revenue 35000
H e

if Repurchased if option torepurchase
lapses




















































Put option Cuetomen has the right to PutBack Asset

V

A FINANCING ARRANGEMENT

If Repurchase Price Equals on greater than original selling price AND
Repurchase pricemore than Expected market rate

EG Original sellingprice 50000

Repurchaseprice 56000

Y
Significant Economic

Expectedmarketvalueat the timeof Repurchase 52000 Incentiveforcustomer

Account as pen Financing arrangement onlyif S I E forcustomer

B SALE WITH A RIGHT TORETURN

If Repurchase Price Equals on greater than original selling price AND
Repurchase price Less than Expected market value

Original sellingprice 50000

Repurchaseprice 56000

YNo
Significant Economic

Expectedmarketvalueat the timeof Repurchase 60000 Incentiveforcustomer

Account as pen salewith a Right to return

C If Repurchase Price less than original selling price AND
Repurchase pricemore than Expected market rate

Therefore Customer has significant economic incentive to put Back

Applyfind As 116

If customer has no significantEconomic incentive to put Back Apply

accounting ofsalewith a Right to Return



Bill and hold
















































Contractunder which Entity bills a customer for a product but metains

Physical possession due to customer's request
In such fate Entity should check whether control is transferred on not

To establish talusten of control all below criteria should met

1 Reason bon Bill Hold substantive GEg Customer request
2 Product Identified separately as belonging to customer

3 Product currently ready for physical transfer to customer
4 Entity cannothave ability to use product on direct it to anotherCustomer

D 16 Entity establishes that control is transferred Entity recognises revenue

for the goods
However Since Entity provides custodial services to customer it should

be identified as separate performance obligations and Transaction price
should be allocated to Goods transferred and custodial service
Refer911 687

1 If Entity Establishes that control is not transferred Revenue recognition is

deferred antiq control is thusfeared



Contract cost
















































Contract Cost

ContractAcquisition Cost Contract Fulfillment Cost
Me A

Incremental lost to obtain a contract costs incurred in fulfilling
whichwould not have been incurred a contractwith a customer

if contract not obtained Eng Equipments Software

LEg Sales Commission onFees payable Designinglost otherhoods

only upon successful signingofcontract and services

Such costs one capitalised and

amortized overthecontractteam

Costincurredcoveredbyother

IndAs PPEInventory ex
If notcoveredby
otherand as

I
I Recogniseas an Asset

Apply such respective andamontise over

Ind As Contract team

Mole LegalFees ban draftingterms ofarrangementboy panties to approve and
Sign Travel Expenses bon pitching new client contract salaries bon

Peopleworking on obtaining new clients These costs would have

incurred even if contract not obtained and therefore will not form
partof contract Acquisition cost and should be Expensed off in Pll





Service concession arrangements














































Important

Private sector Entity Anoperator constructing upgrading the infrastructure

used to provide public service and operating and maintaining that

infrastructure for a specified period of time

V

Infrastructure Roads Bridges Tunnels Hospitals Airports

The panty thatGrants the service Ammangement Granton is usually a

Government on Public SectorEntity

Accounting Principles

Infrastructure shall not be recognised as PPE of the operator because
Service Ammangement does not convey night to use of infrastructure to
openatom

the consideration given by Granton may be nights to
it A Financial Asset on Cii An Intangible Asset

Recognise Financial Asset to theextent RecogniseIntangibleAsset to theextent

operatorhave a contractual rightto operator have a contractual right a

receive cash on another Financial licence to change users ofPublic
Asset Gram Granton Service

Cash DeterminableAmoy HemeNounconditional right toreceive

Receivables Debtors cashbecauseAmounts arecontingentto

Financial Ate theextent thatpublicusestheservice
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In both cases the consideration received on receivable is recognised initially at
FAIRVALUE

If theoperation is paid partly by Financial assetand panty by IntangibleAsset
Account separately for each component of operator service

Journal Entries

A Financial Asset An Intangible Asset

During Construction DuringConstruction

Financial
Asseyfaenpore

decider

xxx Intangible Asset Xxx

To const Revenue XXN To Revenueheat'Re XXX

4considerationreceivablemewquisedaffairMatvey 4considerationreceivablemewquisedaffairMatvey
Costof Construction Xxx Costof Construction xxx
To Bank XXX To Bank XXX

mecoguisedasandwhen costincurred mecoguisedasandwhen costincurred

Operation Phase Operation Phase

FinancialAsset XXX AmontisationExp Me Xxx

ToFinance income XXX To IntangibleAsset XXX
Interest IncomeOn FinancialAssetusingEIR Amortization of IA asper IndAs387
of ACM FYTOLI methods

FinancialAsset XXX BankAle XXX

To Revenue XXX to Revenue lie.ru XXX

470recognise revenue relatingtooperating
470recognise revenue relatingtooperating

Phase Phase















Contract modification




































BankAle XXX

To Financial Asset XXX

whenAmount received from Granton

Examples Partially terminating theContract Extending contractteam

Adding new goods service with on withoutchange in price Reducing contract

price

A contract modification exist if below 3 conditions met

a Change in scope Price on both
b Change approved bybothEntityand customer

4 Change is enforceable

Accounting for the modification

A separate contract

isAdding new distinct goods on services and

ill increase in price reflects stand Alone selling price for Additional goods
on services

Account for a separate contract
E9 Promise to sell 120 products E1000each 120000 oven sixmonths

AfterEntity tod 60 distinctproduct contract is now modified ton
additional 30products of standalone sellingpriceof E950each

Ans NewAdditional Goods 4 PricereflectSAP SEPARATE CONTRACT































Combining contracts















Contract term




B Not a separate Contract

AmeRemainingGls distinctfrom Ameremaining91snotdistinct AnesomeofremainingG1
Gfs tod beforecontractmodification andformpartofsinglePO distinctandothers not

distinct

AllocateremainingTransactionPrice Recogniseeffectof modification
not yetrecognized to outstanding on a cumulativecatchupBasisForDistinct915 Prospective

Performance obligation Refer gaugenationg ie Non Distinct Cumulative
catchupLie ProspectiveBasis Notnelwat

Refer Illustration 8 forEYa

911 4 5 6

Two or more contracts accounted as a single contractif they entered into at or
near same timewith same customer and if any below condition exist t

Il contracts negotiated as a package with single commercial objectives1911
Ii Consideration paid in one contract depends on priceon performance
in other contract 191161

iii Goods on service promised in contract ane single P o 9115

Contractual period oxen which Panties have present enforceable rights
and obligations
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