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INDIAN ACCOUNTING STANDARD 115 - KEY FACTORS ANp

IMPACT ON REAL ESTATE INDUSTRY

ABSTRACT

Omr. Raju Dattaram Goler

Ind AS (Indian Accounting Standard) 115 is the new accounting standard for revenue recogni
gnition effect;
live

from reporting periods beginning on or afier 1 April
the scope for

, o ;
il g 2018 helped in “improved disclosures™ as well as mi
eration on various areas. It brings in a detail and tr iy
ansparent framework fe 3
for recogniri
on,

lg:;f;r;l::u;lﬁz:j :{S;‘[O.Tuﬂ’ .uf revenue. I'nd AS 115 is coalirion to IFRS 15, Revenue from Conir
C“”D"nﬂ, Ty .:"I:.:/?rna‘f‘;agél Accounting .SIandards Board ('IASB'). IFRS 13, Revenue from Conr: . ‘".m
effective d.'z/c " fjl Ja,;'u :S-u:l)/; [IASB and Financial Accounnng Standards Board (‘FASB') with ma[:; e
revenue and consmw,,-mzu‘r 1 ;17:7: replaced other nvo standards Ind AS 18 and 11, which are r:ln %
e i I'u(‘l:} is paper takes you through each of the key steps involved in e
d / 5 and looks ar some of the practical implications, objective, scope, feamrexrfziog"mzz
s 2 social

Aditi

with implementation of standard along with a

5 ;
ble praciical exp

5
. In , it also looks at the

disclosures that will r T P ion also takes a look at the potential
need to be provided under Ind AS 11 take k at th
: 5. The publicati .
ipact on real estate sectors. in it i. fr r T : o th :
im e s . The data used in it is collected from secondary sources according to th eine
g ed of the

study.

eywords: Indian Accounting Standard, IF Pril 7 r i isclosure.
K di counting Standard, IFRS, Principles, Fearures, Objective, Revenue recognition, Discl

I. Introduction:

Ind AS 115 Revenue from
! Contracts wi
Cuslf)mers has notified by the Ministry of Corpo“r:\i‘
Affairs (MCA) On 29 March 2018, which is for
companies following Indian Accounti .
2 t
AS) from Ist April, 2018. B

Ind AS 115 is based o
. . . n IFRS and US G
v:hjch are internationally effective from annual pe.:'ﬁg;
starting Januar)'. 1, 2018. Afier several years of
international  joint deliberation: .
: s
uulreach. across various sectors by the Internati a“:]l
Accounting Standards Board and the US Fi or!
Accounting Standards Board these new ey
became reality. .

discussions,

Ind AS 115 has replaced the existing Ind AS

*Assistant P
Mumbai

Emndards,. ie, Ind AS 18 Revenue, Ind AS 1l
fmstrucnon Contracts and their associated appendices
:. (;lll; effect from financial year beginning from 1 April

as comp::d/:f:'lé Principles differs toa grea't e.xlcm
e xisting revenue recognition principles.
o isr:zmdm_d has removed 1f1c0nsistcncies and

previous revenue requirements, provide 2
more robust framework and improve comparability of
TCVEI:IUE recognition practices across entities. It also
provides more relevant and useful information to users
of ﬁnanmal statements through improved disclosure
requirements.

Ind AS 115 requires retrospective application-

F ive’ ; i
ull  retrospective’ adoption or a *modified

ofessor - BBI Department & M. Com Coordinator, SES S L. S. Raheja College of Ans & Commerce, Santacruz Wesk
Commerce,
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under this standard.
plied to all of the
g the comparative period

cumulative effect of
gnised at the date of

are allowed

is 4
o the d.nrd e
c:!be inc]udm

t
case
lmﬂ'cnli is reco

n 115 has significantly
> il elecom, information
4ri0 ec‘.oa and construction, real estate
cﬂgi“eenn’S or products and retail.
ition standard is not
t it has also affected

d AS
uch as t

e recogn
e bul

aﬂd proccsses,

\V. revenu
accounting ©
s data, Yt
g he S(“dy:

t the pn'nciples of
scope of ind AS 115.
tive of Ind AS 115.

quirements of

| oS ot
| | To sudy abod!
I To study about the
y about the objec
about the disclosure ré!

Ind AS 115.

1
3 Tostud

4. To swudy
Ind AS 115

5. To highlight the
lmp]ememmion of

features associated with the

Ind AS 115.
| ¢ To smdy the impact of Ind AS 115 on real

{ estate sector.

|

o Research Methodology:
nature and it has
data for the study
urces such as
articles

| This sudy is descriptive in
| md the exploratory technique. The

F-sbeen gathered from the secondary sO
| ks, journals, newspaper, research papers,
| ad websites.

; V. Scope of the Study

| The present study is done on key factors

mjlc‘d 10 the implementation of Ind AS 115 and

d)Smg its impact on the real estate industry of
a0 economy,

Vo Pigsicas
Principles of Ind AS 115:

shoulg

‘ ,Ecsh:"o':c:gf\ized from the transfer
| “Msideraijon k‘:“tlm-:r in an amount

| g o 1;1 at the entity expects 19
| e goods or services.

the customer's oy

recognition. It prescri
8 ribes a five-
recognition: fivstep mog

Ind AS-115 core principle is that revenué

o o) 4
SUe 41 o gan, Dhea: G
uary 1o March 2021 SHODRGUGAAEUETE,

I ¢ ¥ 10 emphys
d AS 115 equires an epy 10 emph
Phasize on

nt C
of view 1o devide revenye

el for revenye

Step 1: Identify the contracts with (he customy
er

An agreement which creates enforceble nght
ghts

and obligations between two or mor
as a contract. It’ e
e 2 .s a matter of law to enforce the nghte
and obligations in a contract. Contracts can be wrnen
oral _m' implied by an enuny's customary k‘uSl.ﬂ’;i
practices but revenue can be recogmised only on those
contracts that are enforceable and have commercal
substance.

As per Para 9 of the standard an enty shall
account for a contract with a customer only w hen al} of
the following cniteria are met

a. An approval to the contract (in ¥Titng. orally
n accordance with other customary busmass

or i

practices) has gnen by the parues and are
committed 10 perform their  Tespecmie
obligations;

b. Each pary’s rights regardmg the goods of
services to be (ransferred can be identified by
the entity

goods OF

oarding €
c. The paymens ferms  regarding |
services 10 be ransferred can be 1dentified B

the entity-
he

d. The conmact has commeT
timing. Tisk 0OF amoun!
cash flows 15 e\pected to
the contract): and .
Iti probable {hat the consideranon m( '..l;
. exchand® or (%
1| be entitled 10 € -
an entity will o
goods or s jces that will be e
! : Considerdtid
customer will b collected. CF X
¢ SlC.
vary dve 10 discounts ele- —
o
2 Identify the separste pe
Step & \
obligations e J— .
- obligat
P"‘f*’"“m‘ I l\ucu\:rm;( s O
sfer the following i
619 sod oOf SE we (o
v 200 ;
. \\\h‘.\h s distl

senice
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. excha be acommes
i » exclusions ~ 8 p -
~ (see scope exclusions) M d )
o\e g 5
~ A sene Lhstanua ame  goods ¥ - G
s Price W . -
Tvices amd are transfcrred wn the same Wa ¥ shal| . e.e Under Ind AS 41, ok pr .
r o - > Methed -
# The zoods or senvices ze combined o ed ¢ . c of _,:ﬂ“ﬂ\.r_'x produce Mot e o
ngic performan o promse . g : 1 the g Construcion e ' Sz
= N contract and that the ¢ 1 will not ke P
n 3z R 3 4 4 © Cnceiled J K fhais
R e ; EENIL O ey . . ccope of ndard sy o
Disunciion of goods or serviees 1 P i, e
promised o a et 15 b i un Step 40 Allecate the 1r . i AS - . 5 < = B
4 a cus - ased © ¢ fu 1ef Cate . ansaction Price th e Contrac ENCSTCONSINEter reres
<! ng cntenia performance ebligations € ' ' [nsurance - e
i 1 AS -
1 S B o < ancial  Instrumer >
Customer can beme S < The e purp & 5 109 Financial .
n P i rement 2 o .
e B or along T tansac , I and Measuremen . .
. LD W . = N e e not with customers (e.2 = =
cu €T (1.2, the good of ser act I S 3 CORSTUCIOR Proses S B
e e - It § 4 an e TEY and - -
" dinsndon " X lmpa
T —— = 5.
R e of 1ad AS 113 o
rood or s ce separ: nd AS 112
Satisfaction of performance sblizations RS Ty - of introduction © fInd
customer " e yuld a
The recognimon of revenue b n h F_».x_h.‘nif-h."h“‘
e & N - o Step 50 Recognise revenue when (or as) a T ‘. <eful information 10 &
X a by tran St et it performance obligation is satisfied. B i ) 1 the uming, nature am
n asset 1s con Ind AS 115 focuses on “control :L;v..‘l h B revenue _nJ cash flows ansir
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ume) when any of the three
step S 1s met

control rans

criteria menuoned under
It an entty 15 unable 1o demonstrate that

fers over ume, the presumption 15 that
control transters at a pont in time

Barters and Joing Development Agreement

In case of baners and jom development
azreement where

Landowners & the Developer enters
meo Jomny

Development Agreement & Landowners
grant development TIZNts 1o construct real states on its
land and in consideration either ask for share mn the
percentage of sales value of real
Lonstructed or 10 be constructed or as
some

state  property
Kk from developer

portion of completed Real Estate Property

Ind AS 115 applies only 1o contracts with the
customer tor sale of goods or services m the ordinary
course of busimess. Ind AS 115 15 not applicable in case
Jont Development

Agreement if landowner does not
under the amby ¢

tdefiniton of a customer

Customer has been defined under Ind AS 115

means “A pany that has contracted with an enuty 10
obtain goods or services that are an output of the
entity s

ordinary
consideration™

actnities un - exchange  for

Landowner will be outside scope of Ind AS
LIS af he s recenving fix percentag,

¢ of sales value of
constructed

W he constructed Real Estate which will
be termed as just a sale of Land transaction.

It the
completed  real
development n
under the

landowner gets certain portion  of

property in - exchange for
hts given, then the landowner may fall

defimtion of customer so 1n that case Ind AS
113 4pplies

state

However, Ind AS 111 Jom Arrangement s
apphicableifit1s a Join Agreement

Sale of Completed Property

As per Ind AS 115 if Real E
sold completed property then he
recognize revenue w

state Developer
will be required 10
hen control s translerred 1o the
Customer 1e. ata pomnt i time.

Sale of Under Construction Property

Real Fsiate Developers mainly eniered mto
sale of under construction property. With inception of

—y

Ind As 115, revenue has 1o be recorded p

Y Rea
Developer &

ahow-mcmlunud 5 -
approach wheremn as per step 5 Tevenue jg | h:
)

recognized when  enuty sausfy  each Perform,
2 =

mance ”hl'gallun
15 handeg over
can he Proved
fied over 4 Periog
that 1f crigeryy
under the standard should be met

following

S 9
obligation So now query 15 perforr e

1
satisfied when real estate uny 5
to
hat
of
Prescribeg
lo Prove that

customer on delivery or 1

performance obhigation 15 sans

ume. We have seen above

performance obligation is satisfied.

Contract Costs

Incremental costs of obtaining a coneract
Incremental costs of procuring cop

be recogmized as an asser if the enury
recover those

Tract shy))

expects 1o
Incremental  cogy refers 1o
additional costs an entity incurs 1o obiain

costs.

a contragy
urred 1f the

ple a sales
commission). It may be recognized as an expense if the

amortization period of the asset 1s one year or less

with a customer that 1t would not have ing
contract had not been obtained (for exam

Brokerage in Real Estate Industry

Brokers assists Real estate developers for
buyers 10 enter real estare contracts of buying
flats commercial property  with them Brokerage 1s
fully paid on receipt of full consideration from the

custonier or 1t 1s paid proportionately based on amount
recenved from the

the a

finding

customer or 1t is paid on execution of
2reement for real estate sales. As per Ind AS 115,
Bn»kurngu which 1s incremental costs of obtaining a

contract will have 1o be capualized as cost to obtain a
contract as mennoned aboye.

AL Conclusion:

Information ahout revenue 15 very important
and s used 1o

pertormance

assess a  company's financial
and position and 10 compare that company
with other companies. Ind AS 115 has improved the
comparability of revenue across entities, industries,
global capnal markets and enabled them for more

mproved disclosures of rey enue 1o help investors and

analysts better understand enuty 's position
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