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Subject        :        Revenue Recognition for Contracts: IFRS 15 
 
Headnote            :        Introducing 5-steps Model which primarily anchored on control over the goods  
                                        and services 
 
Effectivity :        For annual periods beginning on or after January 1, 2018 
 
Date                :        July 24, 2019 
 
IFRS 15 Revenue from Contracts with Customers brings a new and detailed approach to accounting for 
revenue using a ‘5-step-model’ replacing the previous Standards IAS 11 Construction Contracts, IAS 18 
Revenue and related IFRIC and SIC Interpretations applicable for annual periods beginning on or after 
January 1, 2018. 
 
The new revenue recognition standard affects all entities — public, private and not-for-profit — that enter 
into customer contracts to transfer goods, services or nonfinancial assets (unless they are within the 
scope of other standards such as leases and insurance). The requirements under the new standard are 
intended to increase financial statement comparability across companies and industries and to provide 
clarity about the nature, amount, timing and uncertainty of contract revenue. It primarily affects the 
timing of revenue recognition: Revenue will now be recognised by a vendor when, or as, control over the 
goods or services is transferred to the customer in contrast to IAS 18 where revenue recognition is based 
on the transfer of risks and rewards. IFRS 15 also introduces significantly more disclosures about revenue 
recognition. 
 
The core principle of IFRS 15 is that revenue recognition should depict the transfer of goods or services 
to customers in an amount that reflects the payment it expects to be entitled to. The standards explain 
that to do this, an organization should perform five steps: 
 

1. Identify the contract(s) with the customer. 
2. Identify the performance obligations in the contract(s). 
3. Determine the transaction price. 
4. Allocate the transaction price. 
5. Recognize revenue when a performance obligation is satisfied. 

 
When applying the new standard, it is essential to consider the terms of the contract and all relevant facts 
and circumstances and to apply the standard consistently to all contracts with similar characteristics and 
circumstances. 
 
IFRS 15 permits two methods of adoption: fully retrospective method and modified retrospective 
method. The fully retrospective method involves first-time application of the standard on a retrospective 
basis, with full restatement of comparatives. The modified retrospective method also involves first-time 
application of the standard on a retrospective basis, but with a cumulative catch-up posted through 
retained earnings on the date of transition. This means that comparative numbers are not restated. 
 
Enclosed is the IFRS 15 required disclosures for your reference and copy of such standard will be available 
upon request. 
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OBD I TECHNICAL AND RESEARCH 

DISCLAIMER: The advisory is not a 

substitute for an expert opinion and is 

purely a general research that may have 

not considered the entirety of other 

related topics. Any tax and/or compliance 

advice is not intended or written by the 

author to be used, and cannot be used, by 

a client or any other person or entity for 

the purpose of (i) avoiding penalties that 

may be imposed on by the regulatory 

bodies, or (ii) promoting, marketing, or 

recommending to another party any 

matters addressed herein. 

 

The opinion or advice expressed in this 
advisory is based on the facts and 
circumstances gathered. Any inaccuracy in 
any of the assumptions set forth above may 
have the effect of changing all or part of this 
report, and this report may not apply. The 
advice is based on our interpretation of the 
provisions of the Code, the Revenue 
Regulations promulgated and issued by the 
tax bureau, BIR positions as set forth in 
published Revenue Rulings, other 
pronouncement, orders and circulars, and 
judicial decisions in effect on the date of 
this report, any of which could be changed 
at any time. Any such changes may be 
retroactive and could significantly modify 
the statements and opinions/ advice 
expressed herein In effect, this might 
render the advisory obsolete or incorrect in 
partial or in full. We undertake no 
obligation to advise you of changes that 
may hereafter be brought to our attention. 

 
 
 
 
 
 
 
 
 

LET US HELP YOU ACHIEVE 
FURTHER BUSINESS SUCCESS 
Visit us online at www.mlaguirre.org to find 
out more about our services, or email us at 
ask@mlaguirre.org for further information 
or for any queries.  

UHY M.L. AGUIRRE & CO., CPAS 
Unit 1806Cityland Pasong Tamo Tower 
2210 Chino Roces Ave., Makati City, 1230 
Philippines 

Phone +63 2 555 0834 
Fax +63 2 804 3936 
Email ask@mlaguirre.org 

UHY M.L. Aguirre & Co., CPAs (the “Firm”) 
is a member of Urbach Hacker Young 
International Limited, a UK company, and 
forms part of the international UHY 
network of legally independent accounting 
and consulting firms. UHY is the brand 
name for the UHY international network. 
The services described herein are provided 
by the Firm and not by UHY or any other 
member firm of UHY. Neither UHY nor any 
member of UHY has any liability for services 
provided by other members.” 
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