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QUESTION 3 – IFRS 15 (CAF5 A14) 
 

(a) List the steps involved in recognition of revenue under IFRS 15.    (04) 
 

(b) Attire Limited (AL) is a manufacturer of kids’ garments which are supplied to large 
departmental stores. Following are some of the transactions which were carried out in 
August 2014: 
(i) AL delivered 2,000 garment pieces to Elegant Mart (EM). According to the terms of 

sale, at the expiry of three months from the date of delivery, EM would have the 
right to return the unsold garments to AL. All garments sold during this period or 
retained by EM would be invoiced after three months of delivery and would 
thereafter be paid within seven days. 
 

EM has agreed to display AL’s garments at a prominent place at all its stores and in 
return AL has agreed to allow a discount of 2%.    (03) 
 

(ii) AL sold 10,000 pieces of garments to Salam Garments on lay away basis. The 
payment is to be made in 12 monthly installments of Rs. 1,000,000 each.  
           (03) 

Required: 
Describe how the above transactions would be accounted for in AL’s books of account. 

 
 

ANSWER 3 – IFRS 15 (CAF5 A14) 

Part (a) 

1 Identify the contract(s) with a customer 

2 Identify the performance obligations (PO) in the contract 

3 Determine the transaction price (TP) 

4 Allocate the TP to the PO in the contract. 

5 Recognise revenue when (or as) the entity satisfies a PO 

 
Part (b) (i) 

1 There is a contract between AL and EM 

2 The only performance obligation is delivery/sale of garment pieces 

3 The transaction price is Rs. 1,000,000 

4 The whole transaction price relates to the only performance obligation. 

5 The garments remain the property of AL and EM bears none of the risks of ownership. When 
EM sells the garments or decides to keep them at the end of three months, it records the 
purchases at that point from AL. This is therefore the point at which the risks and rewards 
pass to EM. Up to that point there is no sale and the garments should appear in inventory of 
AL 

 
Part (b) (ii) 

1 There is a contract between AL and Salam Garments. Lay away sales are instalment sales in 
which goods are given to customer when it has paid all the instalments.  

2 The only performance obligation is delivery/sale of garment pieces 

3 The transaction price will be calculated considering the 2% discount on list price. 

4 The whole transaction price relates to the only performance obligation. 

5 The revenue shall be recognised when final payment is received and goods are delivered to 
the customer. 

  


