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“This material/presentation is prepared for use in
educational programmes conducted by the Institute of
Chartered Accountants of India. The views expressed
herein do not necessarily represent the views of the
Council of the Institute or any of its Committees.”
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Conceptual framework for financial reporting
Elements of financial statements as given in the Framework for the preparation
of the Financial statements

Asset:- Asset is a resource controlled by an entity as a result of past events and from which
future economic benefits are expected to flow

Liability:- A liability is a present obligation of the enterprise arising from past events, the
settlement of which is expected to result in an outflow from the enterprise of resources
embodying economic benefits.

Equity:- The residual interest in the asset of the entity after deducting all its liabilities. It
presents the cumulative net results of the past transactions and other events affecting the
entity since day one of its inception.

Income:- Income is the increase in economic benefits during the accounting period in the
form of inflows or enhancements of assets or decreases of liabilities that results in increase
in equity, other than those relating to contributions from equity participants. It
encompasses both revenue and gains. Revenue arises in the normal course of business by
its ordinary activities and is referred by different names likes sales, fees, commission, rent,
interest, dividend, royalty etc.

Expense:- It is the decrease in economic benefits during the accounting period in the form
of outflows or depletion of assets or incurrence of liabilities those results in decrease in
equity, other than those relating to contribution to equity participants. It encompasses
both losses and expenses that arise in the course of ordinary activity of the entity.
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IFRS 15 – Revenue from contracts with Customers

© IFRS Foundation |  30 Cannon Street  |  London EC4M 6XH  |  UK.  www.ifrs.org

• Effective date:- 1st January 2018

• Status:- Replaces IAS18, IAS11, IFRIC13, IFRIC15, IFRIC18 and SIC31
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IND AS115 – Revenue from contracts with Customers

© IFRS Foundation |  30 Cannon Street  |  London EC4M 6XH  |  UK.  www.ifrs.org
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Ind AS 115 – Revenue from contracts with Customers

© IFRS Foundation |  30 Cannon Street  |  London EC4M 6XH  |  UK.  www.ifrs.org

Core principle of this Standard is that an entity shall recognize
revenue when (or as) an entity transfers CONTROL of goods or
services to a customer at the amount to which the entity expects
to be entitled in exchange for those goods or services.

This Standard specifies the accounting for an individual contract
with a customer. However, as a practical expedient, an entity may
apply this Standard to a portfolio of contracts (or performance
obligations) with similar characteristics if the entity reasonably
expects that the effects on the financial statements of applying this
Standard to the portfolio would not differ materially from applying
this Standard to the individual contracts (or performance
obligations) within that portfolio.
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Ind AS 115 – Revenue from contracts with Customers

Scope
An entity shall apply this Standard to all contracts with customers,
except the following:
(a) lease contracts [Ind AS 17, Leases];
(b) insurance contracts [Ind AS 104, Insurance Contracts];
(c) financial instruments and other contractual rights or obligations
within the scope of Ind AS 109, Ind AS 110, Ind AS 111, Ind AS 27
and Ind AS 28; and
(d) non-monetary exchanges between entities in the same line of
business to facilitate sales to customers or potential customers.
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Ind AS 115 – Revenue from contracts with Customers

Exchange 
transaction
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Case study 1: Company X is in the business of 
buying and selling commercial property. It sells a 
property to Purchaser Y.  Is this transaction within 
the scope of IND AS 115 ? 

Ind AS 115 – Revenue from contracts with Customers
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Solution to Case study 1: This transaction is in the 
scope of the new standard because Purchaser Y has 
entered into a contract to purchase an output of 
Company X’s ordinary activities and is therefore 
considered a customer of Company X.

Ind AS 115 – Revenue from contracts with Customers
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Case study 2: Company X is a manufacturing entity 
selling its Corporate headquarters to Purchaser Y. Is 
this transaction within the scope of IND AS 115 ? 

Ind AS 115 – Revenue from contracts with Customers
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Solution to Case study 2: This transaction is not in 
the scope of IND AS 115 because selling real estate 
is not an ordinary activity of Company X. 

Ind AS 115 – Revenue from contracts with Customers
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Ind AS 115 – Revenue from contracts with Customers
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Ind AS 115 – Revenue from contracts with Customers

© IFRS Foundation |  30 Cannon Street  |  London EC4M 6XH  |  UK.  www.ifrs.org

5 step model for recognizing revenue
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Ind AS 115 – Revenue from contracts with Customers

© IFRS Foundation |  30 Cannon Street  |  London EC4M 6XH  |  UK.  www.ifrs.org

5 step model for recognizing revenue

Step 1: Identify the 
contract with a customer

•A contract creates enforceable rights and obligations

•It may be written, oral or implied by the entity’s customary business 
practices

•A contract must meet 3 minimum criteria i.e. It is a substantive agreement; 
payment terms and each party’s rights can be identified; parties plan to 
enforce their rights

Step 2:-Identify the 
Performance obligations 

in the Contract

• If there is more than one performance obligation [good or service] 
represented in the contract, each should be accounted for separately if they 
are distinct. 

• If they are not distinct, they should be combined with other goods or 
services untill you have created a bundle that is distinct

• Judgment around whether or not two things ought to be put together or 
whether you can account for them separately
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Ind AS 115 – Revenue from contracts with Customers

© IFRS Foundation |  30 Cannon Street  |  London EC4M 6XH  |  UK.  www.ifrs.org

5 step model for recognizing revenue

Step 3: Determine the 
Price

•Significant judgments' and estimates  needs to be made in determining the 
transaction price – most likely amount or expected value when there is 
variable consideration.  

• Include an estimate of variable consideration in the transaction price to the 
extent that it is “highly probable” that a significant reversal will not occur. 

• Discounting is required if a contract has a significant financing component

Step4:- Allocate the 
transaction price

•Transaction price must be allocated to each separate performance 
obligation

• This is based on the relative standalone selling price. If this price is not 
observable, it should be estimated

• ‘Adjusted market assessment approach’, ‘expected-cost-plus-a-margin 
approach’ and residual approach may be used to estimate the standalone 
selling prices. 
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Ind AS 115 – Revenue from contracts with Customers

5 step model for recognizing revenue

Step5:- Recognize revenue when or 
as performance obligations are 

satisfied

• This is where the standard’s core principle of ‘transfer of control’ – which 
replaces the old concept of ‘transferring risks and rewards of ownership’  -
comes into play. 

• Performance obligations are considered and revenue should be recognized  -
when or as transfer of control occurs. 

• Revenue should be recognized over time if one of the following 3 criteria is 
met:- a) The customer simultaneously receives and consumes benefits b) 
The entity’s performance creates or enhances an asset that the customer 
controls as the asset is created or enhanced c) the entity’s performance  
does not create an asset with an alternative use to the entity, and the entity 
has an enforceable right to payment for performance completed to date. 
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Ind AS 115 – Revenue from contracts with Customers
How to apply the 5 step model 
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Ind AS115 – Revenue from contracts with Customers
Step 1 – Identify the contract with customer

Collectability of an amount of consideration is probable = an entity shall consider

only the customer’s ability and intention to pay

Probable = More likely than not
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Ind AS115 – Revenue from contracts with Customers
Step 1 – Identify the contract with customer



TOTAL Classification: Restricted Distribution
TOTAL - All rights reserved

22

Ind AS 115 – Revenue from contracts with Customers
Step 2 – Identify the performance obligations in the contract
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Ind AS 115 – Revenue from contracts with Customers
Step 2 – Identify the performance obligations in the contract
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Ind AS 115 – Revenue from contracts with Customers
Step 2 – Identify the performance obligations in the contract
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Ind AS 115 – Revenue from contracts with Customers
Step 3 – Determine the transaction price
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Ind AS 115 – Revenue from contracts with Customers
Step 3 – Determine the transaction price
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Ind AS 115 – Revenue from contracts with Customers
Step 3 – Determine the transaction price

• Customer Credit risk is not considered when determining the amount to which an
entity expects to be entitled

• instead, Credit risk is considered when assessing the existence of a contract.

• However, if a contract includes a significant financing component to the customer,
then the entity considers credit risk in determining the appropriate discount rate to
use.

• An entity recognizes a refund liability for consideration received or receivable if it
expects to refund some or all of the consideration to the customer
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Ind AS 115 – Revenue from contracts with Customers
Step 3 – Determine the transaction price

• The promised consideration may be variable if an entity’s customary business
practices and relevant facts and circumstances indicate that the entity may accept a
price lower than what is stated in the contract.

• When an entity enters into a contract with a customer for an undefined quantity of
output at a fixed contractual rate per unit of output, the consideration may be
variable. Unknown quantities could also represent customer options for which the
entity will need to consider a material right exists.

• Different outcomes and disclosure requirements can arise depending on whether an
entity concludes that purchases of additional goods or services by a customer are
exercises of customer options or variable consideration. Future purchases that are
options will be evaluated to determine whether they include a material right.
Future purchases that are variable consideration are included in the initial
identification of performance obligations, and determination of the transaction
price, and may lead to additional estimation and disclosure requirements.
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Ind AS 115 – Revenue from contracts with Customers
Step 3 – Determine the transaction price
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Ind AS 115 – Revenue from contracts with Customers
Step 3 – Determine the transaction price
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Ind AS 115 – Revenue from contracts with Customers
Step 3 – Determine the transaction price

Options for additional goods or services Variable consideration

Customer has a present contractual right
to purchase additional distinct goods or
services.

Future event that results in additional consideration
occurs as performance obligation is being satisfied
(i.e. when control of goods or services is transferred
to the customer).

Each exercise of an option is a separate
purchase decision and transfer of
control of additional goods and services
by the entity if the customer is not
currently obligated under the contract
to do so

Contract with customer obligated the vendor to
stand ready to transfer the promised goods or
services, and the customer does not make a
separate purchase decision for additional goods or
services to be provided by the vendor.

If a tiered pricing structure provides
discounts for future purchases only after
volume thresholds are met, then the
entity evaluates to determine whether
arrangement conveys a material right to
customer – in such case it is a separate
performance obligation and entity
allocates a portion of the transaction
price.

If discount applies retrospectively to all purchases
under a contract once the threshold is achieved, the
discount represents variable consideration. In this
case, the entity estimates the volumes to be
purchased and the resulting discount in determining
the transaction price and updates that estimate
throughout the term of the contract.

Distinguishing Options Vs variable consideration. Significant judgement required
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Ind AS 115 – Revenue from contracts with Customers
Step 3 – Determine the transaction price

Items such as discounts, rebates, refunds, right to return, credits, price concessions, 
incentives, performance bonuses, penalties or similar items may result in variable 
consideration.  
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Ind AS 115 – Revenue from contracts with Customers
Step 3 – Determine the transaction price
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Ind AS 115 – Revenue from contracts with Customers
Step 3 – Determine the transaction price



TOTAL Classification: Restricted Distribution
TOTAL - All rights reserved

35

Ind AS 115 – Revenue from contracts with Customers
Step 3 – Determine the transaction price
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Ind AS 115 – Revenue from contracts with Customers
Step 3 – Determine the transaction price



TOTAL Classification: Restricted Distribution
TOTAL - All rights reserved

37

Ind AS 115 – Revenue from contracts with Customers
Step 3 – Determine the transaction price
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Ind AS 115 – Revenue from contracts with Customers
Step 3 – Determine the transaction price

How should Product Company B account for the above contract ?
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Ind AS 115 – Revenue from contracts with Customers
Step 3 – Determine the transaction price

SOLUTION
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Ind AS 115 – Revenue from contracts with Customers
Step 3 – Determine the transaction price

Does this contract include a financing component under option b ?
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Ind AS 115 – Revenue from contracts with Customers
Step 3 – Determine the transaction price

SOLUTION
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Ind AS 115 – Revenue from contracts with Customers
Step 3 – Determine the transaction price

SOLUTION
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Ind AS 115 – Revenue from contracts with Customers
Step 3 – Determine the transaction price

Does this contract include a financing component ?
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Ind AS 115 – Revenue from contracts with Customers
Step 3 – Determine the transaction price

SOLUTION
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Ind AS 115 – Revenue from contracts with Customers
Step 3 – Determine the transaction price

SOLUTION
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Ind AS 115 – Revenue from contracts with Customers
Step 4 – Allocate the transaction price to performance obligations 
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Ind AS 115 – Revenue from contracts with Customers
Step 4 – Allocate the transaction price to performance obligations 
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Ind AS 115 – Revenue from contracts with Customers
Step 4 – Allocate the transaction price to performance obligations 
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Ind AS 115 – Revenue from contracts with Customers
Step 5 – Recognize revenue when (or as) the entity satisfies a performance obligation
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Ind AS 115 – Revenue from contracts with Customers
Step 5 – Recognize revenue when (or as) the entity satisfies a performance obligation
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Ind AS 115 – Revenue from contracts with Customers
Step 5 – Recognize revenue when (or as) the entity satisfies a performance obligation
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Ind AS 115 – Revenue from contracts with Customers
Step 5 – Recognize revenue when (or as) the entity satisfies a performance obligation

How much revenue should be recognized as at 31.12.2015 ?
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Ind AS 115 – Revenue from contracts with Customers
Step 5 – Recognize revenue when (or as) the entity satisfies a performance obligation

Additional information and solution:
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Ind AS 115 – Revenue from contracts with Customers
Step 5 – Recognize revenue when (or as) the entity satisfies a performance obligation
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Ind AS 115 – Revenue from contracts with Customers
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Ind AS115 – Revenue from contracts with Customers

Key impacts of Ind AS115

• Revenue may be recognised at a point in time or over time
• Revenue recognition may be accelerated or deferred
• Revisions may be needed to tax planning, covenant compliance and sales incentive 
plans
• Sales and contracting processes may need to be re-considered
• IT systems may need to be updated
• New estimates and judgments may be required
• Accounting processes and internal controls will need to be revised
• Extensive new disclosures will be required
• Entities will need to communicate with stakeholders 
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Ind AS115 – Revenue from contracts with Customers
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Ind AS115 – Revenue from contracts with Customers
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Ind AS115 – Revenue from contracts with Customers

Reversal of a previously impaired contract acquisition and contract fulfilment costs for a
change in facts and circumstances = Required (limited to the carrying amount, net of
amortization, that would have been determined if no impairment loss had been
recognized)
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Ind AS115 – Revenue from contracts with Customers
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Ind AS115 – Revenue from contracts with Customers
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Ind AS115 – Revenue from contracts with Customers
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Ind AS115 – Revenue from contracts with Customers
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Ind AS115 – Revenue from contracts with Customers



TOTAL Classification: Restricted Distribution
TOTAL - All rights reserved

65

Ind AS115 – Revenue from contracts with Customers
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Ind AS115 – Revenue from contracts with Customers
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – Licensing
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – Licensing
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – Licensing
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – Licensing
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – Licensing
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – Licensing

SOLUTION
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – Licensing
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – Licensing
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies - Warranties]

A legal requirement to pay compensation or other damages if products cause 
damages is not a performance obligation, and is accounted for under other relevant 
guidance. 
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies - Warranties]

HOW MANY PERFORMANCE OBLIGATIONS ARE THERE IN THIS CONTRACT ?
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies - Warranties] Solution
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – Sale with a right of return
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – Sale with a right of return
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – Sale with a right of return
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – Sale with a right of return

Record journal entries in the books of Retailer B based on the above information
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – Sale with a right of return
SOLUTION
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – Sale with a right of return
SOLUTION
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – Principal versus Agent considerations
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – Principal versus Agent considerations
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – Principal versus Agent considerations
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – Principal versus Agent considerations
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – Principal versus Agent considerations

Can Internet Retailer B recognize revenue in respect of the products sold on its website ? 
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – Principal versus Agent considerations

SOLUTION
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – Consignment arrangements
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – Consignment arrangements
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – Consignment arrangements

When should Manufacturer M recognize revenue ? Has it transferred Control of the 
dresses ?
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – Consignment arrangements

SOLUTION
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – Bill and Hold arrangements]

Bill and Hold arrangements occur when:-

➢ Entity bills a customer for a product that it transfers at a point in time
➢ But retains physical possession of product until it is transferred to customer 
➢ At a future point in time

Examples:-
a) Accommodate a customers lack of available space for the product
b) Delays in production schedules

Revenue recognition criteria:-
➢ Determine when the customer obtains control of product – typically when shipment 

or delivery to customer depending on contract terms
➢ Apply criteria as per Flow chart in following slide



TOTAL Classification: Restricted Distribution
TOTAL - All rights reserved

95

Ind AS115 – Revenue from contracts with Customers [Case 
Studies – Bill and Hold arrangements]
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – Bill and Hold arrangements]

Should Company C recognize revenue ? Has it transferred Control of the equipment ?
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – Bill and Hold arrangements]

SOLUTION
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – unexercised rights [Breakage]
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – unexercised rights [Breakage]
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – unexercised rights [Breakage]
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – unexercised rights [Breakage]
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – unexercised rights [Breakage]
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – unexercised rights [Breakage]
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – Customer Loyalty programs

Customer Loyalty Programs are often in the scope of the customer option guidance
and the requirements already discussed. A customer loyalty program that provides the
customer with a material right is accounted for as a separate performance obligation.
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – Customer Loyalty programs

Should the Customer Loyalty Program be accounted for as a separate performance 
obligation ? 
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – Customer Loyalty programs
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Ind AS115 – Revenue from contracts with Customers [Case 
Studies – Customer Loyalty programs
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Differences between IND AS115 & IFRS15

© IFRS Foundation |  30 Cannon Street  |  London EC4M 6XH  |  UK.  www.ifrs.org

Sl No IND AS 115 Current IND AS requirements [Ind AS 18, 
Ind AS 11]

1. Model: “Five step model” which 
mainly focuses on transfer of control 
of goods or services by an entity 
under a contract with its customers. 

Model :- “Transfer of risks and rewards 
model”. 

2. Control based model. However, ‘risks 
and rewards’ retained as an indicator 
of control transfer for performance 
obligations satisfied at a point in 
time.

Risks and Rewards based model

3. Includes separation of financing
component in case of both Advance
or deferred payments.

Includes separation of financing
component only in case of deferred
payments.

4. Consideration measured at the
amount the entity expects to be
entitled to

Does not provide guidance based on
expected value approach

5. Detailed guidance on identifying
performance obligations in a
contract.

No guidance provided
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Differences between IND AS115 & IFRS15

© IFRS Foundation |  30 Cannon Street  |  London EC4M 6XH  |  UK.  www.ifrs.org

Sl No IND AS 115 Current IND AS requirements [Ind AS 18, 
Ind AS 11]

6. Specific criteria provided to
determine when a performance
obligation is satisfied over time.

No specific criteria provided

7. New guidance relating to software
licence, cost of obtaining and fulfilling
contracts, contract modifications etc

No such guidance
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Differences between IND AS115 & IFRS15

© IFRS Foundation |  30 Cannon Street  |  London EC4M 6XH  |  UK.  www.ifrs.org

Sl No IND AS 115 IFRS15

1. Terminology:- Balance sheet and 
Statement of profit and loss 

Terminology :- Statement of financial 
position’ and Statement of comprehensive 
income’

2. Transitional provisions:- not been
given in Ind AS 115, since all
transitional provisions related to Ind
ASs, wherever considered
appropriate, have been included
in Ind AS 101, First-time Adoption of
Indian Accounting Standards.

Transitional provisions given in IFRS15

3. Excludes Penalties from the list of
variable consideration. However,
paragraph 51AA has been inserted to
explain the accounting
treatment of ‘penalties’.

As per paragraph of 15 of IFRS 15, an
amount of consideration, among other
things, can vary because of penalties.
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Differences between IND AS115 & IFRS15

© IFRS Foundation |  30 Cannon Street  |  London EC4M 6XH  |  UK.  www.ifrs.org

Sl
No

IND AS 115 IFRS15

4. Paragraph 109AA has been inserted to
require an entity to present separately
the amount of excise duty included in
the revenue recognised in the
statement of profit and loss.

No such requirement

5. Additional disclosures:- Paragraph
126AA has been inserted to present
reconciliation of the amount of
revenue recognised in the statement
of profit and loss with the contracted
price showing separately each of the
adjustments made to the contract
price specifying the nature and
amount of each such adjustment
separately.

No such disclosure requirement

6. In Appendix C – Application Guidance,
paragraph B20AA has been inserted to
explain the accounting treatment in
case of transfers of control of a
product to a customer with an
unconditional right of return.

No such guidance
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