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THE FORMATION CONCEPTUAL BASIS OF ACCOUNTING POLICY FOR
DEFERRED REVENUE IN ACCORDANCE TO IFRS 15 «<cREVENUE FROM
CONTRACTS WHITH CUSTOMERS»

Abstract. The article provides a scientific justification of the methodological basis of accounting policies for
deferred income and the features of their recognition over time, taking into account the requirements of IFRS 15
«Revenue from contracts whith customers». A method of recognizing revenue from contracts with customers over time
is assessed, assessing progress towards full compliance with the obligation to perform. Approaches to the reflection of
modifications of the contract and a significant component of financing are formalized.

A conceptual accounting model is proposed to disclose information in the financial statements about contractual
assets and liabilities. Prerequisites for harmonization of financial statements with the requirements of international
standards have been formed.

Keywords: deferred revenue, contractual assets, contractual liabilities, contract modification, significant
financing component.

Mapkyc OJbra,

KAHANJAT JKOHOMHYECKHX HAYK, NOLECHT,

BoJabiHckuii HaMOHANBbHBIN yHUBepcUTeT MMeHH Jlecu YKpauHkH,
kadeapa yuyera u ayaura,

r. Jlynk

KOHIHEHNTYAJbHBIE OCHOBbI ®OPMUPOBAHUSI YYETHOHU MOJUTUKHA
HNPEANNPUATHUHA ITO OTJTOXKEHBIM JOXOJAM COI'VTACHO TPEBOBAHUSAM
MC®O 15 «10X0 OT 10I'OBOPOB C KJIMEHTAMMW»

AnHoTamus. B craTee OCyImiecTBICHO Hay4HOE OOOCHOBAaHME METOJUYECKHX OCHOB YYETHOH MOIUTHKU
OTJIOXKECHHBIX JTOXOJIOB M OCOOEHHOCTEH WX NPH3HAHMSA C TCUCHHEM BpPEMEHH, ¢ ydeToM TpeboBanmii MCDO 15
«Jloxox OT JOroBOPOB C KJIMEHTaMu». [IpeiyoxkeHa METOAMKA MPU3HAHUS JOXOJOB OT JOTOBOPOB C KIMEHTAMHU C
TEUYEHHEM BPEMEHH, OLICHHMBAs IPOTrPecc Ha ITyTH K MOJHOMY YJOBJIETBOPEHHIO 0053aTENbCTBA M0 WX BBITOIHEHHIO.
dopManM3oBaHa TOAXOABI K  OTOOpaXCHHIO MojuduKanmuMii JOroBopa M CYIIECTBEHHOTO KOMIIOHEHTa
(MHAHCUPOBAHUSL.
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[pemmoxkeHa KOHLENTyalbHas MOJENb ydeTa, M PacKpbIThUs MHGOpMamuu B (MHAHCOBOH OTYETHOCTH 00
aKTHUBaxX M 00s3aTenbcTBaxX Mo qoroeopy. CHopMupoBaH MPEANOCHUIKH UL TapMOHHM3AINN (PUHAHCOBOH OTYETHOCTH
TpeOOBaHMAM MEXIYHAPOIHBIX CTAaHIAPTOB.

KaroueBble ¢JI0Ba: OTI0KCHHEIC J0XO0JbI, aKTHUB IO OOTOBOpPY, 00s13aTenLCTBa 110 JA0roBopy, MOZ[I/I(l)I/IKaHI/Iﬂ
J0roBopa, CyHIeCTBeHHbIﬁ KOMIIOHCHT (I)I/IHaHCI/IPOBaHI/Iﬂ.

Mapkyc Oasbra,

KaHIUAAT eKOHOMIYHUX HAYK, I0LleHT,

Boauncskuii HanioHanbHUI yHiBepcuTeT imeni Jleci Ykpainku,
Kageapa o0aiky i aynury;

M. Jlyubk

KOHIEINTYAJBHI OCHOBHA ®OPMYBAHHS OBJIKOBOI IMOJITUKHA
MIAMPUEMCTB 010 BUIKJIAJEHUX JTOXO/IB 3T [THO BUMOT MC®3 15
«TOXIJI BIJT IOTOBOPIB 3 KJIICHTAMHW»

AHoTtauis. Bu3HaHi 10X0IM MalOTh KJIIOYOBE 3HA4YeHHS Uil Oi3Hecy, OCKUJIBKM TOKPHBAIOTh BUTATH,
3a0e3neuyroTh BUKOHAHHs 3000B’13aHb MIAMPUEMCTBA NIepe]l IHIIMMU cy0’€KTaMu Ta OIOPKETOM, a TAaKOXK CaMe BOHH €
6a3010 I po3paxyHKy NpuOyTKy. CBO€IO 4eproio MPUMHOKEHHS IPHUOYTKY y TOBFOCTPOKOBIH NMEPCHEKTUBI 3aJICKUTh
BiJl BCEOITHOTO aHAJi3y JpKepell OTPUMAaHHS JOXOMIB Ta YXBaJICHUX PALliOHATBHHUX PIMICHb OI0Z0 IXHHOTO PO3IOALTY.
Benenns o0miky ocoOMMBO Ha MIANPHUEMCTBAX TAKHX Tally3el, sIK OYIIBHHIITBO, MOCIYTH Yy cdepi iHTEIEKTyaTbHOT
BJIACHOCTI Ta iH()OPMAIIHHUX TEXHOJIOTIH, SKi BU3HAIOTH TOXOIH 3 IDTMHOM Yacy, IOTpedye AeTalbHUX OOTPYHTYBaHb
y mpoueci ¢opmyBaHHS OONIKOBOI IOJITHKM, Mmicisi 3MiH BrpoBamxkeHux MC®D3 15 «Jloxix Bix moroBopiB 3
kimieaTamm». CTaHOapTOM OYJIO BH3HAYCHO HOBI MIAXOIM IO BimoOpa)XeHHs B OOJNIKY: 3MIHHHX KOMIICHCaIiil (TOOTO
orepariiid, y SKuX TOYHa CyMa JI0OXOAy Ha MOMEHT BiIBAHT)KCHHS II€ HE BijOMa); MPaB Ha TIOBEPHEHHsI, PETPO3HMIKOK
(TOOTO 3HMKKH «3aJHIM YHCJIOM» IPU BHKOHaHHI IOKYIIEM MeBHUX yMOB). CKJIQJHICTh 3aCTOCYBaHHS CTaHIApPTY
NoB’si3aHa 1ie i 3 HeoOXiJHICTIO HapaxXyBaHHS YMOBHHX BIJCOTKIB NMPU OTPHMaHHI JIOBFOCTPOKOBHMX aBaHCIiB. Taki
BiJICOTKH 30UTBIIATH CYyMY JOXOY Bill peamisalii B Iepio/i MorameHHss KOHTPaKTHUX 30008’ A3aHb.

Meta. Came ToMy B ymoBax 3actocyBaHHI MC®3 15 «/loxim Big DOroBOpiB 3 KIi€HTaMW» aKTYaJIbHAM €
JOCTIDKCHHSI CYTHOCTI BIAKIIAZCHUX JOXOJIB, KPUTEPIiB sl IX BU3HAHHA, a TaKOX allTOPUTMY IX BioOpakeHHS Y
(hiHAHCOBIH 3BITHOCTI.

3a pe3yJsibTaTaMu JIOCIIKEHHS, OOTPYHTOBaHO HEOOXIJIHICTh 3aCTOCYBaHHS PO3POOJICHOIO AITOPUTMY BH3HAHHS
JIOXO/iB BiJ JIOTOBOPIB 3 KJII€HTaMH 3 IUIMHOM 4Yacy, OLIHIOIOYHM MNpPOrpec Ha NUIAXY 10 MOBHOI'O 3aJI0BOJICHHS
3000B’s13aHHS 1110/I0 BUKOHAHHSI, BpaxoBytoun Bumoru MC®3 15 «Jloxiz B 1OroBOPIB 3 KII€EHTaMI».

SIk BUCHOBOK HayKoBOI po0OTH, 3[iliCHEHO HayKOBE OOIPYHTYBaHHS METOJMYHHX OCHOB OOJIIKOBOT MOJITHKH
BiIKJIaJICHUX HTOXOMIB Ta OCOONMBOCTEH IX BH3HAHHS 3 IDIMHOM 4acy, 3 BpaxyBaHHAM BuMor MC®3 15 «/loxix Bin
JIOTOBOPIB 3 KJIIEHTAMM». 3alIPOIIOHOBAHO METOJMKY BHU3HAHHS JOXOMIB Bill IOTOBOPIB 3 KIIIEHTAMHU 3 IUTMHOM 4acy,
OLIHIOIOYH NPOTpec Ha NUIAXY [0 HOBHOTO 3a0BOJICHHS 3000B’sI3aHHS 100 BUKOHAHHA. DopMati3oBaHO MiAXOAN 10
BioOpakeHHs MoAu(DiKamii JOroBOPY Ta CyTTEBOIO KOMIIOHEHTY (DiHAaHCYBaHHS.

3anpornoHOBaHO KOHIETITYaJIbHY MOZEIb OOJIIKY, JJIst PO3KPUTTS iHpopMalii y (iHaHCOBIt 3BITHOCTI PO aKTHBU
Ta 3000B’s13aHHs 3a goroBopoM. ChopMoBaHO MepeAyMOBH, JUis TapMOHi3aiii (iHAHCOBOI 3BITHOCTI 3 BHMOIraMuU
MIXKHAPOIHHUX CTAHIAPTIB.

Kawu4osi ciaoBa: BigKIazeHi ITOXOIH, aKTHB 3a JIOTOBOPOM, 3000B’s3aHHS 3a JIOTOBOPOM, MoAuikaris
JIOTOBOPY, CYTTEBUI KOMIIOHEHT (piHAHCYBAHHSI.

Formulation of the problem. Any enterprise that sells products, goods or provides services must
correctly recognize the proceeds of such transactions. Recognized revenues are key to the business because
they cover the soar, ensure the fulfillment of the company's obligations to other entities and the budget, and
they are the basis for calculating profits. In turn, the increase in profits in the long run depends on a
comprehensive analysis of sources of income and rational decisions on their distribution. Businesses in
industries such as construction, intellectual property and information technology that recognize revenue over
time have faced many changes and difficulties in the accounting process since the introduction of IFRS 15.

In addition, major innovations in IFRS 15 are related to variable compensation (ie transactions in which
the exact amount of revenue at the time of shipment is not yet known); with the right to return, retro

23



Exonomiunuii uaconuc Bonuncwvkozo nayionanvnozo ynieepcumemy imeni Jleci Yxpainku

discounts (ie discounts «retroactively» when the buyer fulfills certain conditions). The difficulty of applying
the standard is also due to the need to accrue conditional interest when receiving long-term advances. Such
interest will increase the amount of proceeds from the sale of contractual liabilities.

That is why in the application of IFRS it is important to understand the nature of deferred income, the
criteria for their recognition, as well as the algorithm for their reflection in the financial statements.

The analysis of researches and publications. Consideration of changes in revenue accounting in
accordance with IFRS 15 «Revenue from contracts with customersy, introduced for use from January 1,
2018, is not common in the domestic scientific literature, you can find some points of advisory information
of experts, auditors. An exception is the article by A.V. Amalyan [3], I.V. Chaly [4; 5], T.Yu. Chunikhina
[6].

The purpose of the work. That is why in the conditions of application of IFRS 15 «Revenue from
contracts with customers» it is important to study the nature of deferred revenue, the criteria for their
recognition, as well as the algorithm for their reflection in the financial statements.

Presentationof the main research material.

The purpose of IFRS 15 “Revenue from contracts with customers”™ is to establish the principles that an
enterprise should apply to provide users of financial statements with useful information about the nature,
amount, timing and uncertainty of operating income and cash flows arising from a contract with a customer.
This standard defines the procedure for accounting for an individual contract with a client. However, an
entity may use a practical approach and apply this Standard to accounting for a portfolio of contracts (or
performance commitments) with similar characteristics if the entity has a reasonable expectation that the
financial statements will have a material effect from the application of this standard to the portfolio. will not
differ from the application of this standard to individual contracts (or performance obligations) of this
portfolio. When accounting for a portfolio of contracts, an entity shall use estimates and assumptions that
reflect the size and composition of the portfolio.

An entity recognizes revenue from contracts with customers over time by measuring progress toward
full compliance with IFRS 15 “Revenue from contracts with customers” [1].

An entity accounts for a contract with a customer that falls within its scope of this standard, only when
all of the following criteria are met:

a) the parties to the contract have approved the contract (in writing, orally or in accordance with other
usual business practices) and are ready to fulfill their obligations;

b) the entity may determine the rights of each party to the goods or services to be transferred,;

¢) the entity may determine the terms of payment for the goods or services to be transferred;

d) the contract has a commercial nature (ie the risk, time or amount of future cash flows of the entity is
expected to change as a result of the contract); and

(e) it is probable that the entity will receive compensation to which it will be entitled in exchange for
goods or services that are transferred to the customer. In assessing whether the probability of receiving an
amount of compensation is sufficient, an entity should consider only the customer's ability and intent to pay
that amount when the time for payment is due. The amount of compensation to which the entity will be
entitled may be less than the price specified in the contract if the compensation is variable because the entity
has offered a price concession to the customer.

A contract is an agreement between two or more parties that gives rise to rights and obligations that are
legally binding. The legal binding nature of the rights and obligations in the contract is a matter of law.
Contracts may be in writing, orally or accepted in the normal course of business of the entity. The practices
and processes used to enter into agreements with customers vary depending on the jurisdiction, industry and
entity. In addition, the entity may enter into different agreements (for example, it may depend on the type of
customers or the nature of the promised goods or services). An entity should review these practices and
processes to determine whether a contract with a customer creates rights and obligations that are legally
binding (and if so, when).

Some agreements with customers may not have a fixed duration and may be terminated or amended by
one of the parties at any time. Other agreements may be automatically renewed after a certain period
specified in the agreement. An entity applies this Standard for the duration of the contract (ie the contractual
period) in which the parties to the contract have current rights and obligations that are legally binding.
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For the purposes of this Standard, an agreement is deemed not to exist if each party to the agreement
has a unilateral right having legal effect to terminate the outstanding agreement without compensating the
other party (or parties). The contract is completely unfulfilled if both of the following criteria are met:

a) the entity has not yet delivered any promised goods or services to the customer; and

(b) the entity has not yet received any compensation in exchange for the promised goods or services.

To recognize revenue over time, the company must verify that at least one of the following criteria is
met:

- the client simultaneously receives and consumes the benefits of the company's obligations;

- the client controls the asset in the process of its creation or improvement;

- the enterprise's performance of its obligation does not create an asset with the possibility of alternative
use [1].

If at least one of the above criteria is not met, the enterprise recognizes income at the time (after full
fulfillment of the obligation).

If at least one of the above criteria is met, the entity recognizes revenue over time, assessing the degree
of completion of the obligation.

To assess the degree of completion of the obligation, the company uses the method of valuation by
result, which involves the recognition of income from ordinary activities on the basis of direct valuations for
the customer of goods or services transferred to date, in relation to other goods / services promised under the
contract, based on the transaction price.

Within the framework of this method spend:

- analysis of the fulfillment of the obligation completed to date;

- assessment of the achieved results and implemented stages, elapsed time;

- determine the number of manufactured or transferred units of products.

If the company is not able to reasonably assess its performance on the way to full satisfaction of the
obligation to perform, it is advisable to use the method of valuation of resources.

This method assumes that the degree of completion is estimated on the basis of the costs already
incurred for the performance of the work / provision of the service in relation to the expected total amount
of costs necessary to fulfill the entire obligation.

Revenue from the performance of works / provision of services is recognized in the reporting period in
which the services were provided. Under fixed remuneration agreements, revenue is recognized on the basis
of the volume of services actually provided by the end of the reporting period, in proportion to the total
volume of services provided.

Revenue is recognized in the amount for which the company has the right to issue an invoice.

If contracts with customers involve multiple commitments, the transaction price is allocated to each
individual commitment based on individual selling prices.

The separate selling price is the price at which the company would sell the promised product or service
to the customer separately. The best evidence of a particular selling price is the price of the good or service
that can be observed when the entity sells the good or service separately in similar circumstances and to
similar customers. The price or price specified in the contract, specified in the list of prices, may be (but
should not be assumed that in all cases it will necessarily be) a separate price for the sale of this product or
service.

If a single selling price cannot be observed directly, the entity estimates the separate selling price using
the expected cost plus margin method.

This method involves estimating your expected costs associated with meeting a performance obligation
and then adding the appropriate margin for a particular good or service.

Modification of the contract is a change in the scope and / or price of the contract, approved by its
parties. A modification of a contract exists when the parties to the contract have approved a modification
that either creates new or modifies the existing legally binding rights and obligations of the parties to the
contract [2].

Changes are accounted for by the enterprise as changes in the current contract, if the goods and services
have not changed. In this case, the revenue already recognized under this agreement on the date of approval
of changes (increase / decrease) is adjusted.
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Goods / services that have not yet been transferred at the date of the modification, which is not
accounted for as a separate contract, are accounted for using the following three methods.

1. If goods / services that are not sold after the modification are separated (different) from the goods /
services transferred on the date of modification of the contract (or before such), the company must account
for the modification as if the existing contract was terminated and a new one concluded. Revenue is not
adjusted, and modification (change) is applied prospectively.

2. If the goods / services supplied after the modification are part of a single obligation partially satisfied
at the date of modification of the contract, the Company shall account for the modification as if it were part
of an existing contract. Previously recognized revenue is adjusted.

3. If the remaining contracts or services are a combination of methods 1 and 2, the enterprise considers
the impact of the modification on the dissatisfaction of the obligation in the modified contract as a
modification of the existing contract and the conclusion of a new one. the entity will not adjust the
accounting for performance obligations that differ from the modified goods or services. However, the
enterprise will adjust previously recognized revenue (up / down) to reflect the effect of such a modification
of the contract on the estimated transaction price attributable to performance obligations that do not differ
from the modified part of the contract and the degree of performance.

The enterprise accounts for the modification of the contract as a separate contract if both of the
following conditions are met:

- additional goods and services within the modification must be different (separated) from the goods
and services from the original contract;

- the amount of compensation expected to be received for the added goods and services should reflect
the price of the separate sale of such goods or services.

An essential component of funding. When recognizing revenue under contracts with customers, in
which there is a significant difference in time between the date of shipment of goods to the buyer and the
date of final payment for works / services, ie payment terms agreed by the parties to the contract exceed 12
months; significant difference between the amount of promised compensation and the sale price in cash for
the promised works / services, the company must take into account a significant component of financing.
Other facts and circumstances that an entity should consider in assessing whether a contract contains a
significant financing component (Fig. 1).

Other facts and circumstances that an entity should consider in assessing
whether a contract contains a significant financing component

- the significance of the difference between the contract price of
deferred sale and the price if the deferral was not granted to this client
(compared to other clients, the need for conditions of cooperation with them
should be taken into account: duration, volume of orders, etc.).

- the significance of lending rates compared to the deferral time in the
relevant market for this category of borrowers.

Figurel. Other facts and circumstances that an entity should consider in assessing whether a contract contains a
significant financing component.
Source: [2].

In this case, income from the sale of works / services is recognized in the amount of the discounted
value of the goods (at its present value). The discount rate is the rate for similar borrowings of the Company.

The effects of the financing component (interest income or interest expense arising from a significant
financing component) are reflected separately from the income under the contract with the client.
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When a significant financing component is available, receivables are measured at fair value. After the
initial recognition of such financial-component receivables, the enterprise measures it at amortized cost.

At the time of receipt of advances under contracts with customers, income is not recognized, but VAT
liability is accrued on the amount of the advance.

The amount of VAT liabilities is calculated based on contractual values, not discounted.

When any part of the contract is performed, the entity shall reflect the contract in the statement of
financial position as a contractual asset or contractual obligation, depending on the relationship between the
entity’s performance of its contractual obligation and the payment made by the customer. The enterprise
reflects any unconditional rights to compensation separately as receivables.

If the customer pays compensation or the company is entitled to an amount of compensation that is
unconditional (is a receivable), the company, before transferring the goods or services to the customer, must
reflect the contract as a contractual obligation, on the date of payment or the date of payment must be
carried out (depending on what date before). A contractual obligation is an obligation of an enterprise to
transfer goods or services to a customer for which the enterprise receives compensation (or the amount of
compensation must be paid) from the customer.

Information about Contractual Liabilities is provided in the statement of financial position as part of
other current liabilities.

If an entity transfers goods and services to a customer before the customer pays compensation or before
the due date, the entity records the contract as a contractual asset, except for any amounts recorded as
receivables. Contractual assets are the enterprise's right to compensation in exchange for goods or services
that the enterprise has transferred to the customer. the entity measures the contractual asset for impairment
in accordance with 1AS 36 «Impairment of assetsy.

Information on Assets under contracts is provided in the statement of financial position - as part of
current assets (Accounts receivable for products, goods, works, services) and as part of non-current assets
(Long-term receivables).

Disclosure requirements are designed to ensure that the entity discloses sufficient information to enable
users of the financial statements to permit the nature, amount, timing and uncertainty of operating income
and cash flows arising from contracts with customers. To achieve this goal, the entity shall disclose
gualitative and quantitative information about all of the following:

(a) their agreements with customers;

(b) material judgments, as well as changes in judgments made in applying this Standard to such
agreements; and

(c) any assets recognized as a result of the cost of obtaining or performing a contract with a customer.

An entity should consider what level of detail is required to achieve the disclosure objective and how
much attention should be paid to each of the many requirements. An entity aggregates or disaggregates
disclosures so that useful information is not hidden either by the inclusion of a large number of non-essential
details or by the aggregation of elements that have significantly different characteristics.

An entity shall disclose all of the following amounts for the reporting period if those amounts are not
presented separately in the statement of comprehensive income in accordance with other Standards:

(a) revenue recognized as revenue from contracts with customers that the entity is required to disclose
separately from other sources of revenue from ordinary activities;

(b) any impairment loss recognized (in accordance with IFRS 9 «Financial instruments») for any
receivables or contractual assets arising from the entity’s contracts with customers that (the entity) is
required to disclose separately from impairment losses due to other contracts.

An entity shall disclose all of the following:

(a) balances of receivables, contractual assets and contractual obligations under contracts with
customers at the beginning and end of the period, unless these data are presented separately or disclosed
elsewhere;

(b) income from ordinary activities recognized in the reporting period that was included in the balance
of the contractual obligation at the beginning of that period; and

(c) income from ordinary activities recognized in the reporting period from a performance obligation
that has been satisfied (or partially satisfied) in prior periods (for example, changes in the transaction price).
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Conclusions from the research. Examining the peculiarities of the application of IFRS 15 “Revenue
from contracts with customers”, we can conclude that this standard and the formation of the algorithm for
recognizing deferred income allow us to determine the main approaches to reflecting income from contracts
with customers over time. The algorithm provides a method of reflection in the accounting of variable
compensations; return rights, discounts; accrual of conditional interest when receiving long-term advances.

Thus, the financial implications of agreements with customers did not remain beyond the
comprehension of credit and investment analysts, because the information presented in the financial
statements of the company reveals the exposure of organizations to the risks associated with the agreements.
To apply the approaches proposed in the standard, the company will need to use professional judgment,
which is based on additional analysis of management and interpret the requirements of the standard taking
into account its own facts, circumstances and individual transactions.
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