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Brief facts of the enquiry: 
 
The Accounting Standards Board (the Board) received following questions relating to accounting of 
‘files of plots’ in a real estate project/scheme: 
 
i) Whether purchasing a file of a plot in a real estate project/scheme qualifies the recognition 

criteria for an asset, under the IFRS; 
 

ii) If the file is an asset, what shall be the classification of such asset; 
 

iii) In case a file is purchased on installment basis, then what shall be the initial recognition and 
subsequent measurement; and 

 
iv) In case the file is held for the purpose of sale what shall be the sale recognition criteria in case 

of sale of file in an ordinary course of business. 
 
The Accounting Standards Board comments and conclusion: 
 
1. In the context of the submitted fact pattern, the Board discussed whether the ‘file of a plot’ 

would fulfill the definition and recognition criteria of an asset under the Conceptual Framework 
for Financial Reporting (the Framework), and the proper classification of such asset under the 
IFRS Standards. 

 
2. The ‘file of a plot’ fulfills the definition of ‘asset’ outlined in the Framework.   

 
File of a plot:  

 

 is an economic resource, that gives company the right to obtain potential economic 
benefits (through sale of file to third party or through acquisition of plot); 
 

 this economic resource is controlled by the company, as a result of its contractual right 
arising from the past event i.e. purchasing the file.  

 
3. File of a plot being an asset should be recognised under the IFRS Standards. In the submitted 

fact pattern, the company is a real estate entity and is holding the files of plots for sale in its 
ordinary course of business. In such circumstances, file of a plot in a real estate project/scheme, 
in substance is inventory of company, and accordingly IAS 2 Inventories, would apply.  

 
4. In the submitted fact pattern, in case company makes payments (on installment basis to the real 

estate developer/society) in accordance with the terms and conditions attached to holding the 
file, such payments should be accounted for as advance against inventory. 
 
Where no further payments are due and risk and rewards related to the file of plot have been 
transferred to company, then the entire amount would be accounted for as inventory.  
Subsequently, inventory shall be measured in accordance with requirements of IAS 2.  
 

5. In accordance with IFRS 15 Revenue from Contracts with Customers, company shall recognise 
revenue from the sale of file of a plot at the ‘point of time’ when the control over the promised 
good (i.e. file) is transferred from the company to the buyer.  
 

6. IFRS 15 provides a list of indicators to consider when determining the point in time at which 
control passes to the customer, including but not limited to whether:  
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 the entity has a right to payment;  
 

 the customer has obtained legal title to the asset;  
 
 the entity has transferred possession of the asset to the customer;  

 
 the customer has significant risks and rewards of ownership of the asset;  

 
 the customer has accepted the asset.  
 

7. Therefore, in the submitted fact pattern, the point of time where the control over the file of a 
plot in a real estate project/scheme is transferred from the seller (i.e. company) to a buyer 
shall be the revenue recognition point. The transfer of the control may be established when:  

 
 the buyer is under an obligation to make the payment for the file;  
 
 Company has transferred to the buyer significant risks and rewards of ownership of file 

and the company retains neither continuing managerial involvement to the degree usually 
associated with ownership nor effective control over the file;  

 
 The file is under the physical possession of the buyer;  
 
 The buyer has the legal title to the file and possesses the legal right to acquisition of 

respective plot; and  
 
 The buyer has provided acceptance over the acquisition of file. 
 

(Issued in November 2020) 
 

 
 
 

 
 


