A3 First-time adoption of iFRSs Recognition and measurement 5

The following timeline summarises these requirements and ilu
key dates for a first-time adopter with a calendar year end that pr
comparative information for one year.

IFRS adoption timeline

20%1 ‘ 20%2 | 20X3

01.01.20X1 31.12.20%1 31,12,20%2
]‘ )[ A
Date of transition Previocus GAAP First IFRS financial
to iIFRSs reporting ends statements with one
year of comparative
information

y may not apply different versions of IFRSs thal were effective al
L [IFRS 1:8]

|

IFRSs effeciive at this

date applied

— retrospectively
(subject to exceptions,
and exemptions)

ion wrovisions in other JFRSs do not generally apply

iich provisions in other IFRSs apply to changes in accounting
24 by entities that already use IFRSs. They do not apply to a first-

. . . . . . v ansition to IFRSs except in certain specified circumstancas
Subject to the exceptions and exemptions discussed in sections 6 and xj__a_ln"ed in sections & and 7. [IFRS 1:9]

respectively, in its opening IFRS statement of financial position an e
should:

[IFR3 1:10]
e recognise all assets and liabilities whose recognition is requiréd’f")
IFRSs;

e not recognise items as assets or liabilities if IFRSs do not permit
recognition;

e reclassify ilems that it recognised under previous GALF as one type
asset, liability or component of equity, but are a different asset, lia
or component of equity under IFRSs; and :

3]
en IFRS K specn‘res that they should be applled _
bl e applted in preparing the openmg “staterment of
"t 15Apr:! ZOX‘i:' the comparatave statemeni of ﬂnanmai-‘?

» apply IFRSs in measuring all recognised assets and liabilities. -

b IFRSS. The entity is perm}tted
yany new IFRS§ that have been |ssued but are noti'

5.3 Accounting policies

5,21 Selsction of accounting policies — general

IFRS 1 requires an entity to use the same accounting policies in its op
IFRS statement of financial position and throughout all pericds presentér
its first IFRS financial statements. Those accounting policies must com
with each IFRS effective at the end of its first IFRS reporting period, su
to exceptions and exemptions that are explained in sections 6 a
respectively. [IFRS 1:7]

cation of new IFRSs that are niot yet effeciive

adopter may apply @ new IFRS that is not yet mandatory if the
ts-early adoption. {IFRS 1:8]
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A3 First-time adoption of IFRSs | exemptions from retrospective application of other IFRSs 7

nanmal position is its carrying amount under previous GAAP
smon to IFRSs, adjusted only for the following items:

increased when it is necessary to reclassify an item that was
&'an intangible asset under previous GAAP (see 7.2.8);

aditiated) when |t is necessary to recognise an mtanglble asset
supsumed within recognised goodwill under previous GAAF

the li ETce ‘ of whether there is any indication that goodwill may be
"""" ilclin AS 38 should be applied in testlng goodwnl for !mpalrment

}ustmen‘ts to goodwill are permitted at the date of transition to
' _igh!;ghts the following examples for which goodwill is not

-process research and development acquired in that
bination (unless the related intangible asset would gualify
gnition under IAS 38 in the separate statement of financial

7.2.12 Adiustmenis o goodwili

7.2.12.1 Limited circumstances in which goodwill may be adjuste

As a general principle, under the optional exemption for b
combinations, the carrying amount of goodwill in the openin




A3 First-time adoplion of IFRSs

The exemption cannot be applied to other classes of asseis by ana
[IFRS 1.D7] The exemption is available regardless of the IFRS ace
policy selected by the entity for ongoing reporting purposes.

7.5.2.2 Details of the exemption

IFRS 1:D35 permits any asset in the designated categories to be meas
at the date of transition to IFRSs at its fair value and that fair value
used as the asset's deemed cost at that date. When this election
the disclosures required by IFRS 1:30 should be made in the entit
IFRS financial statements (see 9.3.5).

A first-time adopter may also elect to use a previous GAAP revaluat]
any asset in the designated categories at, or before, the dute of tran
to IFRSs as deemed cost at the date of revaluaticr. "his is, ho
permitied only if the revaluation was, at the date of the revaluation, bro

comparable to:

[IFRS 1:06]

e fair value; or

e cost or depreciated cost under IFRSs, adjusted to refiect, for exar
changes in a general or specific price index.

assets is cons;dered in section 2 of chapﬁer AT Property, plan
eqmpment used in exploratlon actrvmes are w:thm the scope ofl

nal exemptions from retrospective application of other [FRSs 7

I RS 1 D5 pro de :the‘ op_ qn to measure assets_at ge




] j ial position 4
A4 Praseniation of financial statements Statement of financial p

4.5.2 Share capital and reserves

4.5.2.1  Presentation when ‘legal’ share capital is classified as liabilitie

: ‘posi net”am {i.e iding amoun
: Iegany share capital but‘presented as fmanmal llabmtzes ;
Cle alysing legal's

; éxp.éﬁ nalysis of quity items is sho
“the statement of fmanmai posri:lon '(eather be use




A5 Accounting policies, changes in accounting estimates and errors Accounting policies 3

of IFRSs. Re!evant agenda decisions should be carefui!y conssde '51- TR AT .;
© as'indicative (but:not definitive) guidance whar selecling. 8 sty o ' i S
5, accountmg palicy.for-a. transactron ot Spelelcally addressed b
: Standard aran interpretatuon . sl

In the absence of specn‘!cally appltcable requwements When
- entity is making reference to and- considering the: eppllcablhty af:
§ requiremen‘ts for similar and/or related igsues, the’ question‘arise
whether it is necessary to appiy. all aspects of the’ IFRS: to the
: belng analogrsed or. whe‘ther it could be: approprlate to Consnder

iure' to. restate comparatlve :nformahon"would be ¢
_ fi-the F nanmal siatemenis reslatement should be

ccounting policies to be applied consistently

ng policies should be applied consistently for similar transactions,
nts and conditions, unless an IFRS specifically requires or permits
ation of items for which different policies may be appropriate. If
e case.-&n appropriate accounting pojicy should be selected and
';consistef.il‘y to each category. [IAS 8:13]

iO Cuensolidated Financial Statements requires that consolidated
2l staternents should be prepared using unifarm accounting policies
Fansactions and other events in similar circumstances. [IFRS 10:19]
'is no such requirement for the individual or separate financial

The most recent pronouncements of other standard-setting bodies that.
similar conceptual framework to develop accounting standards, accou
literature and accepted industry practices may also be considered, prov
that they do not conflict with the above sources. [IAS 8:12]

s required by an IFRS; or

Zresults in the financial statements providing reliable and more releyant
nformation about the effects of transactions, other events or conditions
_on the entity’s financial position, financial performance or cash flows.

important that changes in accounting policies are only made if one of
g'criteria in 1AS 8:14 is met; otherwise comparabiiity over time within the
ancial statements will be lost. [IAS 8:15]




A6 Fair value measurement Inputs to valuation techniques 9

8.9 Changes in valuation technigues

Once a valuation technique has been selected, it should be dp
consistently. A change in a valuation technigue or its application (é.
change in its weighling when multiple valuation techniques are use
a change in an adjustment applied to a valuation technique) is
appropriate if the change results in a measurement that is equally or.
representative of fair value in the circumstances. [{FRS 13:65]

IFRS 13 provides the following examples of events that might appropti
lead to a change in valuation technigue:

[IFRS 13:65]
s new markels develop;

» new information becomes available;
re is a change in the valuation lechnique used or its application, any
ting differens= should be accounted for as a change in accounting
wate in acCordance with 1AS 8 Accounting Policies, Changes in
unting =stimates and Errors; however, the disclosures generally
red unoer IAS 8 regarding a change in accounting estimate are not
o forrevisions resulting from a change in a valuation technique or its
ceidon. [IFRS 13:66]

= information previcusly used is no longer available;
= valuation technigues improve; or

s market conditions changs.

nputs to valuation techniques

Deﬁmtlon of inputs

s are defined as “[t]he assumptions that market participants would use
;pricing the asset or liability, including assumptions about risk, such
& following:

he risk inherent in a particular vaiuation technique used to measura
fair value (such as a pricing madel); and

:Iﬁe risk inherent in the inputs to the valuation technigue”.
[FRS 13:Appendix A]

Uts may be observable or uncbservable. [IFRS 13:Appendix A] Valuation
hnigues used to measure fair value are required to maximise the use of
ant observable inputs and minimise the use of unobservable inputs
e section 8). [IFRS 13:67]

s at maa’ket particspants W

367




A7 Property, plant and equipment Revaluation model 6

£.5 Revaluation of assels by class Disclosure of classes

6.5.17 Revaluation (o be made for entire class of assets

When an item of property, plant and equipment is revalued, the entir
of property, plant and equipment to which that asset belongs is requir
revajued. {IAS 16:36] ltems within a class of property, plant and e
are revalued simultaneously o avoid selective revaluation of assets'ap
reporting of amounis in the financial statements that are a mixture
and valuations at different dates. [IAS 16:38] This is intended fo prev
distortions caused by the selective use of revaluation, also referre
‘cherry-picking’, so as to take credit for gains without acknowledglng
the value of similar asssts.

valuation on a rofling basis

ement to revalue entire classes of assets is a potentially onerous
ement because, for some reporting eniities, a class of assets could
i48 a large number of items. For this reason, 1AS 16:38 allows a
assels o be revalued on a rolling basis, provided that revaluation
tiass of assetls is completed within a short period of time and that the
ions are kept up ic date.

6.5.2 Definition of a ‘class’ of asseis

A class of property, plant and equipment is defined as a grouping of
of a similar nature and use in an entity's operations. [IAS 16:3
following examples of separate classes are cited:

& land;

s land and buildings; osts B
¢ ships; ' uch vaiuations to take plac

e aircraft;

s motor vehicles;

s furniture and fixtures; .
= office equipment; and N bt i T e e, o R B R

o bearer plants. As&@ts for which fair value cannot be reliably measured

whan an entity has selected the revaluation model for its property,
d eguipment, only those assets whose fair value can be measured
are carried at revalued amounts. [IAS 18:31]

A, 'comparabie market transacinons are mfrequeni and altematlve::




AG  Intangible assets Recognition and initial measurement 4

internally generated intangible assets

Additional recognition criteria for internally generated
intangible assats — background

4.7 Exchanges of assets

When an intangible asset is acquired in exchange for a non-monetary
or assets, or a combination of monetary and non-monetary asset
of the asset received is measured ai fair value (even if the entit
immediately derecognise the asset given up), unless either:

[IAS 38:45]
s the exchange transaction lacks commercial substance: or

e the fair value of neither the asset received nor the asset giv
reliably measurable.

In either of these circumstances, which result in the acquired as:
being measured at fair value, its cost is measured at the carrymg
of the asset given up. [IAS 38:45]

Whether or not a transaction has commercial substance is deterr
considering the extent to which the entity’s future cash flows are ex
to change as a result of the fransaction. An exchange transactio
considered to have commercial substance if:

[IAS 38:46]

o the configuration (i.e. risk, timing and amount) of the cash flows %
asset received differs from the configuration of the cash flow
asset transferred; or

= the entity-specific value {reflecting post-tax cash flows) ot the pQ'
the entity’s operations affected by the transaction chargos as a re
the exchange; and

e the difference arising in either of the two circumstances dutlrr]_e
significant relative to the fair value of the assets exchanged.

As set out in 4.2, no intangible asset can be recognised unless it
can be measured reliably. In an exchange transaction that has comm
substance, if an entity is able to measure reliably the fair value of eithe
asset received or the asset given up, the fair value of the asset giv
should be used to measure cost, unless the fair value of the asset received
is more clearly evident. Fair value can be measured reliably if eithe
the variability in the range of reasonable fair value measuraments.i
significant for that asset, or {2) the probabilities of the various estim
within the range can be reasonably assessed and used when measl
fair value. [IAS 38:47]

:: ftems that should not be recognised as internally generated
intangible assets

Standard prohibits the recogmtlon of internally generated goodwill as
sset. [IAS 38:48]

me other internally generated items are specifically identified in 1AS 38
ot capable of being distinguished from the cost of developing the
ness as a whale and therefore are preohibited from being capitalised
internally generated intangible assets. These are internally generated:




A1l Inveniories

the iessee an addltlonal three months to return or ‘to acqu T
ex‘tensmn optlon must be exarmsed pnor to the e{ad m' 'e_ mai

o When an a)ctensmn optlon isexerct sed byt e I SO owr ershap of
' 'transferred fo Enhty Aat'the end of the| main Iease term for:
L price. During‘the éxtension persod Entity 3¢ passes the renta
A, Atthe end of the extensron perled En‘tztyA sells the asset ei‘ch
or tg the' Isgs8e Rental’ incomme retaived’ by’ EntltyA durmg the
is consmiered mcldental o Entlty A’s prlnolpal actwﬁ es whsch are

In order to determlne how to recogmse the assets ir the perlod from
at the end of the main lease term o the point of sale, Entity A mu
hovirthe asséts are used i inthe business, i.e whether they represe
S or property, plant and equrpmen’t : .

' The assets acqu;red de no’[ represent property, p!ant anc% 8 mp
- accordance with AS 16 Properfy, Plant and. Equipment, becaus h
Field primarily for rental by i:nt;iy Ato 6{hers and are not expected;to
: durmg more than one perod R I (T

| Emmpsez' 18

g Claseif’cahon and measurement of papeime ﬁl! _.';Z ; '-:.:_:'f' N

"ifa'\.rentoriee excluded from the scope of 1AS 2

: Company A operates a pipe ins to traasport cride’ ml -Compa
- not-produce or distribute crude- oil;: it merely promdes the use of its p
SRk the! buyer and selierina contract for' a ‘usage fee. THa Seller i
i mdapendent!y negotidtd the sales prite - and either the buyer o thé g e ! . , .
;__afee m CompanyAfor transportmg the o:l purchasedfsold throug ' o financial instruments (addressed by IAS 32 Financial Instruments.

Presentation and either IFRS 9 Financial Instruments or, for entities that
ave not yet adopted IFRS 9, IAS 39 Financial Instruments: Recognition
and Measurement — see Volume B and Volume C, respectively); and

pplies to all inventories, except:

: "'he prpeime needs: to be full of GI| at a!l tnmes to be operailona Jihere
-, during initial construction. of the plpelme Company A purchases o to
. pipeline. Onice the p|pehr|e is operatlonal CompanyAcharges a fixed f&
b transportatlon services and;-ih effect; swaps crude oil pushed into he
. by aseller for: crude oil of the'same grade and quality delwered to:

biological assets related to agricultural activity and_ agricultural
produce at the point of harvest (addressed by IAS 41 Agriculfure — see

chapter A38).




A12  Provisions, contingent liabilities and contingent assets Scope 2

2.2 Executory contracts

entities that have not yet adopted IFRS 15 Revenue from Conlracts
K Customers, provisions relating to construction contracts are dealt
under IAS 11 Construction Contracts (see appendix AZ);

Execulory contracts are contracts under which neither party hasp
any of its obligations, or both parties have partially performas
opﬁ;gatlons to an equal extent. [IAS 37:3] Executory coniracts:

within the scope of IAS 37 unless they are onerous (ses 3.9.2). . visions relating to income taxes are dealt with under 1AS 12 Income

j(es (see chapter A13);

wsmns relating to leases generally fall within the scope of IAS 17
4s6s (see chapter A17). However, because IAS 17 contains no
ecific requirements to deal with operating leases that have become
arous, IAS 37 applies to such onerous contracts;

8. obhgatlons tO pay.foc authonty Charge and = wisions relating to employee benefits are dealt with under 1AS 19

e most purchase orders' ployee Benefits (see chapter A15);

svisions relating to insurance contracts are dealt with under IFRS 4
rance Contracts {see chapter A39). However, JAS 37 applies to
provisions, ceningent liabilities and contingent assets of an insurer
r than those arising from its contractual obligations and rights
der insurance coniracts within the scope of IFRS 4;

-:g.EXeé'ﬂ-ﬂf%‘_ﬁW' cé'ﬁtréféi' el

N ingent consideration of an acquirer in a business combination is
goalt with under IFRS 3 Business Combinations (see section 8.2 of
thapter AZ5); and

‘entities that have adopted IFRS 15, provisions relating to contracts
th customers are dealt with in accordance with that Standard (see
apter A14). However, because IFRS 15 contains no specific
quirements to deal with contracts with customers that are, or have
become, cnarous, 1AS 37 deals with such onerous contracts.

ation, additional disclosures may be required by IFRS 5 Non-current
ts Held for Sale and Discontinued Operations (see chapter A20).

liability or contingent asset, the more specific Standard should b
For example:




A12  Provisions, contingent liabilities and contingent assets

8.2.2 Assessing the relationship betweoen the confribuforaﬁ
fund

The contributor is required to assess whether it has control or
of, or significant influence, over the fund, in accordance
IFRSs, and to account for ifs interest by consolidation or the equi
as appropriate under those Standards. [IFRIC 5:8]

8.2.3 Accounting for the obiigation to pay decommissio i

The coniributor's obligation to pay decommissioning costs. Sh
recognised as a liability, separately from its interest in the fund
its contributions to the fund have extinguished its obliga
decommissioning costs {even in the event that the fund falls
[IFRIC 5:7] Therefore, when an entity remains liable for expen:
provision should be recognised, even when reimbursement is ay

When a contributor has an obligation to make potent!al ‘add
contributions (e.g. in the event of the bankruptcy of another'co Nt
or if the value of the investments held by the fund decreases to 4
that they are insufiicient to fulfil the fund's reimbursement obli
this obligation is a contingent liability that is accounted for under
The contributor wilt recognise a liability only if it is probable that
contributions will be made. [iFRIC 5:10]

8.2.4 Accouniing for the contributor’s interest in the fun

in the absence of control, joint control or significant influ
contributor’s right to reimbursement from the fund is accoun
accordance with the rules set out in 1AS 37 in respect of reimbuirsa
{IFRIC 5:9] Therefore, if the reimbursement is virtually certain to be re
when the obligation is settled, it should be treated as a separa‘e

The reimbursement should be measured at the lower o the aing
the decommissioning obligation recognised, and the contributor
of the fair value of the net assets of the fund attributable to con
[IFRIC 5:9] Therefore, recogniticn of an asset in excess of the r
liability is prohibited. For example, rights to receive reimbursement
decommissioning liabilities that have yet to be recognised as a pro
are not recognised.

Changes in the carrying amount of the right to receive relmbursement'-o
than contributions to and payments from the fund should be rec gl
profit or loss in the period in which those changes occur. [IFRIC

89.2.5 Disclosure

Contributors are required to disclose the nature of interests
and any restrictions on access to the assets in the funds. [IF

IFRIC Interpretfations 9

dition, when the arrangements give rise to contingent liabilities or
iirsement rights that are accounted for under IAS 37, the relevant
siire requirements of IAS 37 apply.

IERIC 6 Liabilities arising from Participating in a Specific
arket — Waste Electrical and Electronic Equipment

& addresses the recognition of liabilities for waste management
he European Union's Directive on Waste Electrical and Electronic
ment (the WE&EE Directive). Specifically, the Interpretation deals
' 'ste from private households arising from products sold on or before
gust 2005. It does not apply to waste from sources other than private
eholds, nor to household waste arising from products sold after

erpretation is therefore quite narrow in scepe. The general principles

7 should be 2pplied to determine the appropriate recognition point for

mediatior; and recycling obligations. However IFRIC 6:7 states that

ational-degislation, new waste from private households is treated in

r manner to historical waste from private households, the principles

, [nteruetation apply by reference to the hierarchy in paragraphs 10 —

AS 8. Therefore, before determining an accounting policy for ‘new’

old waste, entities will need to determine how the WE&EE Directive

i been transposed into local law. The Interpretation will aiso be a source

tthoritative guidance on the appropriate accounting for obligations that
mposed by similar cost attribution medels.

der the WE&EE Directive, the obligation to contribute to waste
igement costs is allocated proportionately to producers of the relevant
of equipment who participate in the market during a specified period
‘measurement pericd). The IFRIC (now the IFRS Interpretations
mittee) was asked to determine what constitutes the obligating event
€ recognition of a provision for the waste management costs.

"I"FRIC decided that the event that tiiggers liability recognition is
cipation in the market during a measurement period (and not the
uction of the equipment, nor the actual incurrence of waste management

g b inning onor after 4 January 20
itted EFRIC 21 prowdes gu:dance on. when to




A13 Income taxes Specific applications 5

5.2 Eliminations of unrealised intragroup profits

ny.e recogmses a current tax 1|abllity of CU40 {CU’IOD x 40%) re]atmg._'.'
rofit ofi sale of the |nventor|es but does not recogmse any deferred tax. .
: because there are no future tax consequences from Company Ps v




At14  Revenue from contracts with customers General principles and scope 3

= A contract liability is defined as “[a]n entity’s obligation to:tra
goods or services to a customer for which the entaty has
consideration (or the amount is due) from the cusiomer”. :

53 Consistent application of IFRS 15

- 15 should be applied consistenily to contracts with similar

s A customer is defined as “[a] party that has contracted wifh"
to obtain goods or services that are an cutput of the entrtys
activities in exchange for consideration”.

» Income is defined as “[ijncreases in economic benefits dur
accounting pericd in the form of inflows or enhancements of 4
decreases of fiabilities that resuli in an increase in eguity; oth
those relating to contributions from equity participants”.

‘Practical expedient — application to a portfolio of contracts
{or performance obligations)

Although IFRS 15 specifies the accounting for an individual contract with
,cusiomer, the Standard allows as a practical expedient that it can be
olied to a portfolio of contracts (or performance obligations) with similar
acteristics provided that it is reasonably expected that the effects on
inancial statements of applying a portfolio approach will not differ
rially from applying IFRS 15 to the individual contracts (or performance
abhgations) within that portfolio. When accounting for a porticlio, estimates
‘assumptions that reflect the size and composition of the portfolio
Id be usen: {IFRS 15:4]

e A performance cbligation is defined as "[a] promise in a contr
a customer to transfer to the cusiomer either;

(a) a good or service (or a bundle of goods or services) that j5
or

(b) a series of distinct goods or services that are substantialfy:t'ﬁ
and that have the same patiern of iransfer {o the customer

s Revenue is defined as “[ijlncome arising in the course of an
ordinary activities”.

s The stand-alone selling price of a good or service is defined
price at which an entity would sell a promised good or service s
o a customer”.

@ The transaction price for a contract with a customer is defi
“Iflhe amount of consideration to which an entity expects to be
in exchange for transferring promised goods or services fo a
excluding amounts collected on behalf of third parties”.

3 General principles and scope

3.1 Objective of IFRS 15

The objective of IFRS 15 is to establish the principles that sho
applied by an entity in order to report useful information tc users c_:i_fi
statements about the nature, amount, timing and uncertainty. of:k
and cash flows arising from a coniraci with a customer. [IFRS 15;

3.2 Core principle of IFRS 15

The core principle of IFRS 15 is that an entity recognises reve
depict the transfer of promised goods or services to cusiocmers;
the amount of consideration to which the entity expects to be" en
exchange for those goods or services. [IFRS 15:2]

When applying IFRS 15, it is important to evaluate the terms of thi

and all relevani facts and circumstances. [IFRS 15:3] .
us parﬁ;cu[ar]y on those charactersstlos that have the most sugn[ﬁcani_ :

932




A14  Revenue from contracts with customers Step 3: Determine the transaction price 7

expetience (or other evidence) that the entity has with similar
pes of coniracts is limited, or that experience (or other evidence) has
"iﬁed predictive value;

& entity has a practice of either offering a broad range of price
“hcessions or changing the payment terms and conditions of similar
‘Atracts in similar circumstances; and

are are a large number and broad range of possible consideration
sounts within the contract.

7.2.5 Reassessment of variable consideration

The estimated transaction price is updated at the end of eac-
period (including updating the assessment of whether an:
variable consideration should be constrained — see 7.3) ton
circumstances present at the end of the reporiing period and'a
in circumstances during the reporting period. IFRS 15 spe
changes in the estimated transaction price shouid be recognised
{IFRS 15:59]

c.15:1E116 - 1£123, Example 23]

ntity entersinto a contractwith a customer, a distributor, on 1 December 20X7.
antity ransfers 4.000 products at contract inception for a price stated in the
actof CU10G per product (totai consideration is CU100,000). Payment from
tstomer is due when the customer sells the products to the end customers.
'éntitys customer generally sells the products within 90 days of obtaining
... Coatraiof the products transfers to the customer on 1 December 20X7.

7.3 Constraining estimaies of variable consideration

IFRS 15 includes separate requirements in refation to the
revenue for a sales-based or usage-based royalty promised ini
for a licence of inteliectual property. These are discussed at 14,2

“the basis of its past practices and to maintain its relationship with the
womer, the entity anticipates granting a price concession fo its customer
salise this will enable the customer to discount the product and thereby move
duct through the distripution chain. Consequently, the consideration in
sontract is variable.

For all other types of variable consideration, variable considi at
only be included in the transaction price to the extent that
probable that a significant reversal in the amount of cumulativ
recognised will not occur when the uncertainty associated with th
consideration is subsequently resolved. [IFRS 15:56]

— Estimate of variable consideration is not constrained

‘entity has significant experience selling this and similar products. The
vable data indicate that historically the entity granis a price concession of
ntoximately 20 per cent of the sales price for these products. Current market
ation suggests that a 20 per cent reduction in price wiil be sufficient to
¢ the products through the distribution chain. The entity has not granted a
& concession significantly greater than 20 per cent in many years.

An entity should consider both the likelihood and the magniti
revenue reversal when assessing whether it is highly prob
significant reversal in the amount of cumulative revenue rec
not occur once the uncertainty related to the variable considera
subsequently resolved. Factors that may increase the likelihog
magnitude of a revenue reversal inciude the following: '

stimate the variable consideration to which the entity will be entitled,
efitity decides to use the expected value method {see [IFRS 15:53(a)])
Jise 1t is the method that the entity expects to better predict the amount of
msideration to which it will be entitled. Using the expected value method, the
-estimates the transaction price t¢ be CUS0,00C (CUBD x 1,000 products).

[IFRS 15:57]

(a) the amount of consideration is highly susceptible to factors:6u
entity's influence. For exampie volatility in a market, the
or actions of third parties, weather conditions or a hlg
obsolescence of the promised good or service,

entity also considers the requirements in [IFRS 15:56 to 58] on constraining
mates of variable consideration to determine whether the estimated amount
ariable consideration of CUS0,000 can be included in the transaction price.
“entity considers the factors in [IFRS 15:57] and determines that it has
mcant previous experience with this product and current market infermation
upports its estimate. In addition, despite seme uncertainty resulting from
ors outside its influence, based on its current market estimates, the entity
ts the price to be resolved within a short time frame. Thus, the entity
cludes that it is highly probable that a significant reversal in the cumulative

{b) the uncertainty about the amount of consideration is not exp
be resolved for a long period of time; '




At1d  Revenue from contracts with customers

to continue to perform as required under the contract (ie pazﬁ-_th__ea
consideration) are enforceable.

9.2.4.4 Real estate sales — example

- Exampie 9 2. 4 é

Real esta%e sa!es before co pietxon by a pro riy de "eiop

. plans within two years from the tlme when {he safes on'tr
.[n-tc : : : .

Vthe property remams at Entlty As I’ISK unttl delivery,

‘the buyer is not perm'ted--. tany time before delivery: t
‘property of transfer the benefit of the agréement. However, the.
t-any-tinie before the: date’of aSS|gnment mortgage the pr
A{a-finance the acqwsmon of-the: property

‘the sales agresment can be canceliod only when both the buy
‘Aagree to do 50 — in effect, the buyer does ne ave the :'_ t

ited: practlcally from reacill_y dlrectmg ’rhe -asset in: 1ts completed state fa :_‘;

Step 5: Determine when to recognise revenue 9

nlity A recognise revenue over: time’

ata bé?ni i}r timéV '

_ nover tlme when

set for another usé dunng the creatlon or enhancement of that asset, or'_




Al4 Revenue from coniracts with customers Contract costs 12

In addition to the initial costs to set up the technology platform, th
assigns two employees whe are primarily responsible for providing
o the customer. Although the costs for these two employees aré‘in
part of providing the service (o the customer, the entity concludes th
do not generate or enhance resources of the entity (see [IFRS
Therefore, the costs do not meet the criteria in [IFRS 15:95] and.¢
recognised as an asset using IFRS 15. In accordance with [IFRS 45:
entity recognises the payroll expense for these two employees whern

12.4 Amortisation and impairment of coniract costs

12.4.1 Amortisation of capitalised contract costs

An asset recognised in respect of a cost of obtaining or fulfilling
should be amortised on a systemalic basis that is consistent wi
transfer to the customer of the goods or services to which ithe
retates. The asset may relate to goods or services to be trans
a specific anticipated coniract (as described in IFRS 15:95(a)
[IFRS 15:99]

tuations in which the customer has been granied a material right to
ire future goods or services, and some revenue is being deferred
spect of that right, it would typically be reasonable also to regard a
ortion of the cosis capitalised in accordance with IFRS 15:81 or 95
elating to that right. The amortisation is updated to refiect a significant
1ge in the entity’s expected timing of transfer o the customer of the
Is or services to which the asset relates. Any change is accounted
s a change in accounting estimate in accordance with 1AS 8 (see
hapter A5). [IFRS 15:100]

2 Impairment of contract cosis

mpairment loss is recognised in profit or loss to the extent that the
ing amount of an asset recagnised in respect of a cost of obtaining or
ling & contract exceeds:

S 15:101]

the remaining amount of consideration that the entity expects to receive
in exchange for the goods or services to which the asset relates; less

the costs that relate directly to providing those goods or services (see

he amortlsa on th' 12.3) and that have not been recognised as expenses.




