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Ind AS 115 (IFRS 15): Five Step Model for Revenue Recognition & Measurement
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Identify the
contract(s) with
the customer

A contract 1is an
agreement between two
or more parties that
creates enforceable
rights and obligations.
Companies are required
to assess whether it is
probable  that  the
company will collect
the consideration to
which it will be entitled
in exchange for the
promised goods or
services.
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Identify the
Performance
Obligation

Performance

obligations are
promises in a contract
to transfer to a
customer goods or
services that are distinct
(or a series of distinct
goods or services). A
company considers
whether the company’s
promise to transfer the
good or service is
separately identifiable
from other promises in
the contract.
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Determine the
transaction price

The transaction price is
the amount of
consideration to which
a company expects to
be entitled in exchange
for transferring
promised goods or
services to a customer
(excluding amounts
collected on behalf of
third parties).
Transaction price may
includes estimates of
consideration that 1is
variable or
consideration in a form
other than cash.

Disclaimer: This diagram is prepared by NFRA Staff solely for educational purposes. Refer relevant accounting and auditing standards for more information.

Allocate the
transaction price

A company  would
typically allocate the
transaction price to
each performance
obligation on the basis
of the relative stand-
alone selling prices of
each distinct good or
service. If a stand-alone
selling price 1is not
observable, the
company would
estimate it.

Recognize
revenue when a
performance
obligation is
satisfied

A company  would
recognize revenue
when (or as) it satisfies
a performance
obligation by
transferring a promised
good or service to a
customer (which is
when the customer
obtains control of that
good or service).
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Decision Tree: Whether Revenue Recognition at a Point In Time (PIT) or Over a Period Of Time (OPOT)?

Does customer control the
asset as it is created or
enhanced by the entity?

Does the customer
simultaneously receive and
consume the benefits as the

entity performs?

Does asset have an
alternative use to the
entity?

Does entity have the

enforceable right to

receive payment for
work to date?

Control is transferred at a

Point In Time (PIT) Control is transferred Over a

Period Of Time (OPOT)

Disclaimer: This diagram is prepared by NFRA Staff solely for educational purposes. Refer relevant accounting and auditing standards for more information.
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Snapshot of Audit Life Cycle: Risk-based Approach

e
Know your client evaluation-Continue/Accept the dlient
— - Evaluate Independence
Preliminary Engagement Activities - Understand terms of engagement
S~
Obtain an Understanding of the Entity & its Environment
rall
Audit Strategy & Initial Planning
Develop Overall Audit Strategy and Audit Plan
/
Audit Program Development ]
Identify & Assess the Risk of Material Misstatement,
Develop the Initial Audit Approach, and Prepare the Audit
\ Program

Audit Program Execution

Appropriateness of Audit

N\~

Audit Conclusion —
Determine Appropriate Audit Opinion

(Unmedified, Qualified, Adverse or Disclaimer)

o

Disclaimer: This diagram is prepared by NFRA Staff solely for educational purposes. Refer relevant accounting and auditing standards for more information.



