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nd AS Tlo - Quick recap

Core principle of Ind AS 115, Revenue from Contracts with Customers

is that an entity recognises revenue
to depict the transfer of promised
goods and services to customers in an
amount that reflects the consideration
to which the entity expects to be
entitled in exchange for those goods or
services.

Customer is...

"a party that has contracted with
an entity to obtain goods or services
that are an output of the entity’s
ordinary activities in exchange for
consideration”.

The new revenue standard is expected to be applicable to Indian companies
following the Ind AS road map framework from 1 April 2018.
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RECAD of five-Step model

Identify the contract with the customer
(One or multiple)
Identify the performance obligations in the contract
(One obligation or multiple)
Determine the transaction price
(Total consideration for contract)
Allocate the transaction price to the performance obligation
(Allocate to various performance obligations identified)
Recognise revenue
(At a point in time or over time)
m 2018 KPMG, an Indian Registered Partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. 6
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(dientiication or contract

In the technology sector - identification of contract would be based on
availability of purchase order or signed statement of work.

L 4

Issue — Renewal of contracts

» Application issue in case of renewal of ongoing
contracts when based on oral confirmations or emails.

Assess

A

|
o+ O
Enforceability of Timing of revenue
contractual terms recognition




(dientiiication of contract - Ielecommunication |
] o -

i Price — INR56 per month
Fixed component .
INR50 per month Right to renew Renewal - 75 per cent

- J

Is the renewal option a material right?

Discount that the customer Likelihood that the option will be
would receive without exercising exercised

the option.

Expected discount of INR6 (INR56 — Customer is likely to renew (75 per
INR50) — would influence customer cent)




Perormance oplgations

Do any of the goods or services promised in the contract meet the new ‘distinct’ test to be
accounted for separately?

Criterion 2:

+ Distinct within the context
of contract

Criterion1:

Capable of being distinct

Think about...

Technology sector Telecommunication sector

Licences | Customisation |
Installation | Cloud services |
Transition revenue

_______________________________________

Handset and devices | Free value
added services | Installation
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[ICEences of Intellectual property

How and when will you recognise licence revenue?

L 4

STER Is the licence distinct from other goods or services in the contract?

No Yes

Apply revenue recognition _
criteria to the combined Assess nature of licence
bundle

Provides right to Provides right
access to use

‘Think about...

» Software: Is it complete or does it require constant updates?

__________________________________________________________________________________________________________________________

STEP

5 Revenue recognition depends
on the items in the bundle

11
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\Viarianie consiceration and customer options
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Have you decided whether your arrangements include variable consideration or customer
options?

Variable consideration

Customer option

Include an estimate of expected future Exclude consideration from exercise of the
purchases in the transaction price option from the transaction price
Think about...

_____________________________________________

Telecommunication sector

Technology sector
Explicit or implicit consideration |

' Customary business practices |

. Price concessions | Discounts |
. Refunds |

Goodwill credits | Cashbacks for
renewals




Alocating the transaction price

L 4

How will you determine the stand-alone selling prices of your performance obligations and
allocate the transaction price?

Use observable J

Ves price
Is the price directly
observable?
No Estimation methods )
[ Estimate include
* Adjusted market
assessment
 Cost plus margin
» Residual value J
Think about...
. Technology sector i Telecommunication sector
. Selling price of licenses | i Wireless contract | Allocation of
. Allocation of discounts and i - discounts and variable
' variable consideration €, . consideration




[IMing of revenue recognition

Will there be any change to the timing of your revenue recognition?

-

.

Revenue is recognised

At a point in time when the

customer obtains control

Over-time if specific criteria
are met

Think about...

————————————————————————————————————————————————

Technology sector

Customisation | Access keys |
Hosting services | Licence renewals |
Customer support

. Telecommunication sector

Customers’ unexercised rights
. (breakage) | Non-refundable up-
» front fees

L 4




LONIract costs

Costs to obtain a contract

Capitalise incremental costs if:

Incurred only as result of
obtaining the contract

Recovery is expected

(e.g. sales commission)

Practical Amortisation period < 1 year?
expedient Expense costs as incurred

Costs to fulfil a contract

Capitalise as fulfilment costs if:

Not in the scope of another
standard

Directly related

Generate or enhance
resources

Recovery is expected

L 4
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MeasLie of progress
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Does the measure of progress you have chosen depict performance under the contract?

Use either

Output method or

e.g. survey of
construction

Input method

e.g. cost-to-cost
method

/

Have you considered th
impact on cost
accounting?

~

e

¥

e.g. uninstalled materials,

Kwastage /

17



UVer-ime recognition

Do your sales contracts meet one of the three criteria that require revenue to be
recognised over time — i.e. percentage of completion?

L 4

Property management
services i.e. property
management services

Customer simultaneously receives and consumes
the benefits as the entity performs

Building an asset on
customer’s site:
customer controls the

The customer controls the asset as the entity
creates or enhances it

work in progress

Building a specialised
asset that only the
customer can use, or
building an asset to a
customers’
specifications

The entity’s performance:

» does not create an asset for which the entity
has an alternative use; and

» there is a right to payment for performance to
date

m 2018 KPMG, an Indian Registered Partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. 18
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Presentation
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(Net) contract asset

if rights > Rights and obligations

obligations

Contract asset: Entity transfers goods or services, revenue is recognised but not invoiced.

(Net) contract
liability

if obligations >
rights

Contract liability: Customer pays consideration, entity needs to provide services.

Receivable

Unconditional Distinguished

right to from contract
consideration assets

Capitalised contract costs

Presented Separate
according to presentation

nature or from contract
function assets

20



JISclosure

Qualitative and quantitative disclosures

Performance

obligations
Contract 9

balances

Understand
Disaggregation nature,
of revenue amount, timing
and uncertainty
of revenue and
cash flows

Significant
judgements

Costs to obtain
or fulfil a
contract

L 4
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LINKS T0 previous recordings or VOR
T [

* Ind AS reminders
April 2017 » SEBI updates Click here
* Others

* Ind AS updates
» Updates on the 2013 Act
June 2017 » Updates on SEBI regulations Click here
* |ICDS updates
» Updates on RBI regulations

August 2017 » Special session on FAQs on computation of book profit for levy of MAT and

(special session) proposed amendment to Section 115JB Click here

* Ind AS updates
October 2017 * Updates on the 2013 Act Click here
» Updates on SEBI regulations

+ Companies (Amendment) Bill, 2017

» SEBI Corporate Governance Committee Report

» ITFG clarification: Bulletin 12

* Delhi HC decision on constitutional validity of ICDS

January 2018 Click here

January 2018
(special session)

e Ind AS 115 Click here

For other archives of VOR calls, visit www.KPMG.com/in

kG :



https://home.kpmg.com/in/en/home/insights/2017/04/vor-march2017-mca-sebi-icai-update.html
https://home.kpmg.com/in/en/home/insights/2017/06/vor-ind-as-sebi-mca-itfg.html
https://home.kpmg.com/in/en/home/insights/2017/08/vor-mat-icds-section-115jb-faq.html
https://home.kpmg.com/in/en/home/insights/2017/10/vor-quarterly-update-webinar.html
https://home.kpmg.com/in/en/home/insights/2017/12/voices-reporting-quarterly-updates-webinar-december-2017.html
https://home.kpmg.com/in/en/home/insights/2018/01/vor-ind-as-115-webinar.html
http://www.kpmg.com/IN/en/IssuesAndInsights/ArticlesPublications/voices-on-reporting/Pages/Archives.aspx

KPMG ININCia's IFRs INSTITUEE

Visit KPMG in India’s IFRS institute - a web-based mmE
platform, which seeks to act as a wide-ranging site
for information and updates on IFRS b KPMG in India IFRS Institute

implementation in India.
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Workshop onind AS

Accounting Advisory Servi

The website provides information and resources
to help board and audit committee members,
executives, management, stakeholders and
government representatives gain insight and
access to thought leadership publications on the
evolving global financial reporting framework.

nd Auditing Update

porting

In addition to proprietary KPMG content, the website provides links to several other sources of information related to
IFRS and its implementation. The site can be accessed by all interested parties at no cost. Additionally, the site provides
the facility of registering as a member by providing certain minimal information.

To download KPMG content, become registered members of the website by following a few easy steps.

https://www.in.kpmg.com/IFRS

You can reach us for feedback and questions at:
in-fmkpmgifrsinst@kpmg.com

m 24
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Ind AS Transition Facilitation
Group (ITFG] issues
Clarlficatlons Bulletin 14
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IFRS Notes: Ind AS Transition Facilitation Group (ITFG) issues Clarifications' Bulletin 14
20 February 2018

With Indian Accounting Standards (Ind AS) being applicable to corporates in a phased
manner from 1 April 2016, the Institute of Chartered Accountants of India (ICAI), on 11
January 2016 announced the formation of the Ind AS Transition Facilitation Group (ITFG) in
order to provide clarifications on issues arising due to applicability and/or implementation of
Ind AS under the Companies (Indian Accounting Standards) Rules, 2015 (Ind AS Rules).

Since then, ITFG issued 13 bulletins to provide guidance on issues relating to the application
of Ind AS.

New development

The ITFG in its meeting considered certain issues received from the members of the ICAl and
issued its Clarification Bulletin 14 on 1 February 2018 to provide clarifications on seven
issues in relation to the application of Ind AS.

This issue of IFRS Notes provides an overview of the clarifications issued by ITFG through its
Bulletin 14.
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Accounting
and
Auditing
Update
(AAU)

Issue no. 19 - February 2018
* Ind AS 115 - Implementation issues in the telecommunication sector

* Consolidation of funds by fund managers

« Aligning Integrated Reporting with the UN’s sustainable development goals
» Accounting for joint operations

¢ Regulatory updates.

SEBI relaxes norms governing schemes of arrangements by listed entities
16 January 2018

The listed entities that desire to undertake a scheme of arrangement or are involved in
a scheme of arrangement need to follow the regulations laid down SEBI. On 10 March
2017, SEBI issued a circular which laid down a revised regulatory framework for
schemes of arrangements by listed entities and relaxation under Rule 19(7) of the
Securities Contract (Regulation) Rules, 1957.

On 3 January 2018, SEBI issued a circular to make certain amendments to the circular
dated 10 March 2017. The recent circular is applicable from the date of its issue i.e. 3
January 2018. Some of the key relaxations provided in the circular relate to the
following topics:

e Submission of documents to stock exchanges
« Relaxations with respect to locked-in promoter’s shares
« Extended time period for listing of specified securities.

In this issue of First Notes, we have provided an overview of the key amendments/
relaxations given in the circular.
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Missed an issue of
Accounting and
Auditing Update?

Missed an issue of Coming up next
First Notes?

New issue of:
e Accounting and Auditing Update
» First Notes
* IFRS Notes

Download from www.kpmg.com/in
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KPMG!

Inank you

KPMG in India contacts:

Dinesh Jangid Shashikant Shenoy Ruchi Rastogi

Partner Partner Executive Director

Accounting Advisory Services Accounting Advisory Services Assurance

E-mail: dinesh@kpmg.com E-mail: sshenoy @kpmg.com E-mail: ruchirastogi @kpmg.com

Feedback/queries can be sent to: aaupdate @kpmg.com

The information contained herein is of a general nature and is not intended to address the circumstances of any
particular individual or entity. Although we endeavour to provide accurate and timely information, there can be no
guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the
future. No one should act on such information without appropriate professional advice after a thorough examination
of the particular situation.

©2018 KPMG, an Indian Registered Partnership and a member firm of the KPMG network of independent member
firms affiliated with KPMG International Cooperative "KPMG International”, a Swiss entity. All rights reserved.

The KPMG name and logo are registered trademarks or trademarks of KPMG International.

This document is meant for e-communication only.
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