
Case studies 

Case 1: A company sells a video game disc for use with a popular games console for CU
1
 100. The video 

game offers standard ‘offline’ gameplay as well as functionality to play the game ‘online’ for a one-year 

period. The game disc and the online gaming service are not sold separately.  

Previous practice New revenue recognition requirements (IFRS 15) 

Revenue was not recognised for the game 
disc when it was sold.  This is because the 
consideration of CU 100 could not be 
allocated between the game and the online 
gaming service without ‘vendor-specific 
objective evidence’ of the fair values of 
each item. Instead, CU 100 was recognised 
over the one-year period from the date of 
sale. 

The game disc and the online gaming service are separate 
goods and services promised in the contract and are 
accounted for as separate performance obligations.  The 
company allocates the consideration of CU 100 to the game 
and online gaming service in proportion to their stand-alone 
selling prices, which would be estimated because those 
prices are not observable.  Consequently, the amount of 
consideration allocated to the game is recognised as 
revenue when the game is transferred to the customer and 
the amount of consideration allocated to the service is 
recognised as revenue over the one-year period as the 
online gaming service is provided. 

Case 2: A company sells a product to a customer and promises to perform a maintenance service in the 

first year. The contract requires the customer to pay CU 10,000.  

Previous practice New revenue recognition requirements (IFRS 15) 

Some companies recognised all of the 
consideration as revenue upon transfer of 
the product. Accordingly, no amount of 
consideration would be deferred to be 
recognised as revenue when the 
maintenance service was subsequently 
provided. 

The company accounts for the promise to transfer the 
product and the maintenance service to the customer as 
separate performance obligations. The company allocates 
the consideration of CU 10,000 to both the product and the 
maintenance service on the basis of their relative stand-
alone selling prices. Therefore, the amount of consideration 
allocated to the product is recognised as revenue when the 
product is transferred to the customer and the amount of 
consideration allocated to the maintenance service is 
recognised as revenue when that service is provided. 

Case 3: A telecommunications company sells a mobile phone and unlimited calls to Customer A on a 

24-month contract. Customer A pays CU 30 per month for the network service and the mobile phone is ‘free’. 

The company sells to Customer B the same mobile phone for CU 240 and the same network service for 

CU 20 per month.  Those amounts are also the prices that the company charges when a mobile phone or a 

network service is sold separately. 

The effects of the time value of money are ignored in this example.   

Previous practice New revenue recognition requirements (IFRS 15) 

The accounting for the contracts with 
Customer A and Customer B would typically 
result in the amount and timing of revenue 
recognition being different. 
 
For Customer A, revenue typically was not 
recognised when the mobile phone was 
transferred to the customer.  Instead, 
revenue was recognised each month at CU 
30 as the network service was provided. 
 
For Customer B, revenue of CU 240 was 
recognised when the mobile phone 
transferred to the customer and revenue of 
CU 20 was recognised each month as the 
network service was provided. 

The amount and timing of revenue recognition would be the 
same for both contracts with customers.  This outcome 
faithfully depicts the fact that the company’s performance is 
the same in both contracts because the company transfers 
the same phone and same network service to each 
customer. 
 
In both contracts, the customer has promised to pay a total 
of CU 720 for the mobile phone and the 24 months of 
network services.  This amount of consideration is allocated 
to the mobile phone and network services in proportion to 
their stand-alone selling prices.  Consequently, in both 
contracts, the company recognises revenue of CU 240 
when the mobile phone is transferred to the customer and 
CU 20 as each month of network service is provided.  

                                                           
1 In these examples, monetary amounts are denominated in currency units ‘(CU)’. 



 


