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In May 2014 the International Accounting Standards Board (IASB) and the Financial Accounting Standards Board (FASB) 
achieved their goal of reaching the same conclusions on all requirements for the accounting for revenue from contracts with 
customers, with some minor differences. Subsequent to the issuance of the new revenue standards both boards have issued 
clarifications to the standard. The IASB’s Clarifications to IFRS 15 Revenue from Contracts with Customers differ in certain 
respects from the amendments to Topic 606 issued by the FASB and, as a result, certain differences now exist.

Awareness of these issues is important for many reasons, but notably for:

 – Individuals comparing financial statements prepared in accordance with IFRS and those prepared in accordance with 
US GAAP.

 – Multi-national companies with subsidiaries that report in accordance with both US GAAP and IFRS.

 – Foreign private issuers preparing IFRS financial statements being filed with the US Securities and Exchange Commission 
(SEC).

Areas where differences in outcomes may arise include:

 – The scope of the standards differ which could result in differences in the extent of an entity’s contracts that are within the 
scope of the new revenue standards. These differences are related to insurance contracts, guarantees, credit card fees and 
gaming transactions.

 – Shipping and handling.

 – Sales Taxes.

 – The measurement date of non-cash consideration.

 – Various issues related to licences, including the accounting for intellectual property and the treatment of licences 
renewals.

 – Reversal of impairment on contract costs.

 – Extent of disclosures, especially in interim statements.

 – The practical expedients available on transition.

In some of these areas an entity could choose particular accounting approaches such that differences in outcomes would be 
avoided. For entities with subsidiaries that report in both US GAAP and IFRS and those with US SEC reporting requirements, 
choices to minimise GAAP differences may be warranted.



3IFRS 15 REVENUE FROM CONTRACTS WITH CUSTOMERS – IFRS – US GAAP DIFFERENCES   

The following table summarises the IFRS – US GAAP differences.

Topic IFRS – US GAAP Difference Expected Outcomes

Illustrative examples The illustrative examples are part of 
Topic 606 and are therefore considered 
authoritative.

The illustrative examples accompany, 
but are not part of, IFRS 15 and are 
therefore not authoritative.

Differences in outcomes are not 
expected as a result of the level of 
authority of the illustrative examples. 

Scope – Insurance contracts Topic 606 excludes from its scope 
insurance contracts for entities that 
apply current US insurance industry 
guidance. However it does not exclude 
insurance contracts issued by entities 
that do not follow the insurance 
industry guidance.

IFRS 15 excludes from its scope all 
insurance contracts within the scope of 
IFRS 4 Insurance Contracts.

Differences in outcomes are expected 
as a result of the difference in scope.

Topic 606 may apply more broadly than 
IFRS 15.

Scope – Guarantees Topic 606 excludes guarantees from its 
scope.

IFRS 15 does not specifically exclude 
guarantees from its scope, however it 
does exclude financial instruments and 
insurance contracts within the scope of 
IFRS 4, which would include financial 
guarantee contracts.

Differences in outcomes may arise as a 
result of this difference in scope.

Certain non-financial guarantees may 
fall within the scope of IFRS 15 that 
would not fall within the scope of 
Topic 606.

Scope – Credit card fees US GAAP has specific guidance on the 
accounting for credit card fees, which 
was not superseded by Topic 606.

Under IFRS an entity would first 
determine if the fees were in the scope 
of IFRS 9 Financial Instruments. If not in 
the scope of IFRS 9, then the fees would 
be accounted for in accordance with 
IFRS 15.

Differences in outcomes may arise as a 
result of this difference in scope.

Scope – Gaming transactions Under IFRS fixed-odds wagering, 
such as sports betting contracts, are 
considered to be financial instruments 
(derivative contracts). As a result they 
are not in the scope of IFRS 15.

Under US GAAP industry specific 
guidance exists. Topic 606 does 
not supersede the industry specific 
guidance.

Differences in outcomes will arise. 
These differences exist under current 
standards.
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Topic IFRS – US GAAP Difference Expected Outcomes

Revenue recognition for contracts with 
customers that do not meet the Step 1 
criteria

Topic 606 requires an entity to 
recognise any consideration received as 
revenue when:

(i) The entity has transferred control 
of the goods or services to which 
the consideration received relates;

(ii) The entity has stopped transferring 
additional goods or services and 
has no obligation to transfer 
additional goods or services; and

(iii) The consideration received from 
the customer is non-refundable.

The criteria in IFRS 15 are subtly 
different, notably (ii) above is not 
included in the IFRS 15 guidance.

The additional guidance in Topic 606 
should not result in a significant 
difference in outcomes. 

Promised goods or services that are 
immaterial within the context of the 
contract

Topic 606 states that an entity is not 
required to assess whether promised 
goods or services are performance 
obligations if they are immaterial within 
the context of the contract with the 
customer.

IFRS 15 does not contain similar 
guidance.

The additional guidance in Topic 606 
should not result in a significant 
difference in outcomes. 

Shipping and handling activities Topic 606 provides for an accounting 
policy choice to account for shipping 
and handling activities that occur after 
the customer has obtained control of a 
good as fulfilment activities.

IFRS 15 does not provide a similar 
accounting policy choice.

Differences in outcomes will arise as a 
result of the accounting policy choice in 
Topic 606.

Under IFRS 15 an entity will be required 
to assess if shipping and handling that 
occurs after the customer has obtained 
control is a distinct performance 
obligation.

The policy choice permitted under 
Topic 606, allows entities to avoid 
assessing if the shipping and handling 
activities are a distinct performance 
obligation.
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Topic IFRS – US GAAP Difference Expected Outcomes

Presentation of sales taxes Topic 606 provides for an accounting 
policy choice to exclude from the 
measurement of the transaction price 
all taxes assessed by a governmental 
authority that are both imposed on 
and concurrent with a specific revenue-
producing transaction and collected 
from customers (for example: sales 
taxes, use taxes, VAT etc.).

IFRS 15 does not provide a similar 
accounting policy choice.

Differences in outcome will arise as a 
result of the accounting policy choice in 
Topic 606.

Under IFRS 15 an entity will have 
to assess whether it is the principal 
or agent with regards to sales taxes 
collected.

The policy choice permitted under 
Topic 606, allows entities to avoid this 
assessment.

Non-cash consideration Topic 606 requires non-cash 
consideration to be measured at its 
fair value at contract inception. It 
also specifies that the constraint on 
variable consideration applies only 
to variability in the fair value of the 
non-cash consideration that arises for 
reasons other than the form of the 
consideration.

IFRS 15 does not contain similar 
guidance.

Differences in outcomes will arise as 
a result of the additional guidance in 
Topic 606.

The lack of similar guidance in 
IFRS 15 will require the application 
of judgement in measuring non-cash 
consideration. A date other than 
contract inception cannot be precluded 
under IFRS 15.
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Topic IFRS – US GAAP Difference Expected Outcomes

Determining the nature of the entity’s 
promise in granting a licence of 
intellectual property

The criteria in Topic 606 to determine 
the nature of a licence requires an entity 
to classify the intellectual property 
underlying the licence as functional 
or symbolic based on whether the 
intellectual property has significant 
stand-alone functionality. A licence 
to functional intellectual property 
is considered a right to use, unless 
the functionality of the intellectual 
property is expected to substantively 
change during the licence period. 
A licence to symbolic intellectual 
property is considered a right to access 
the underlying intellectual property.

The criteria in IFRS 15 does not 
distinguish between functional and 
symbolic intellectual property. A licence 
provides a right to access if all of the 
following criteria are met:

(a) The entity will undertake activities 
that significantly affect the 
intellectual property;

(b) The rights granted by the licence 
directly expose the customer to any 
positive or negative effects of the 
entity’s activities; and

(c) Those activities do not result in the 
transfer of a good or a service to the 
customer as those activities occur.

Differences in outcome will arise as 
a result of the different criteria for 
determining the nature of the licence 
for certain symbolic intellectual 
property.

The timing of revenue recognition 
for licences of symbolic intellectual 
property will always be over time 
under Topic 606. Under IFRS it will be 
recognised over time if the ’right to 
access’ criteria have been met.

Although most licences to symbolic 
intellectual property would be 
recognised over time under IFRS 15, 
revenue may be recognised at a point 
in time in those cases in which the 
entity will undertake no activities that 
significantly affect the ability of the 
customer to obtain benefit from the 
intellectual property during the licence 
period. Under Topic 606, revenue for 
all licences to symbolic intellectual 
property is recognised over time.

Contractual restrictions in a licence 
and the identification of performance 
obligations

Topic 606 states that the requirements 
about contractual restrictions, 
which are attributes of the contract 
(restrictions in time, geography or use) 
does not replace the requirement for 
the entity to identify the number of 
licences promised in the contract.

IFRS 15 does not contain similar 
guidance.

The additional guidance in Topic 606 
should not result in a significant 
difference in outcomes.
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Topic IFRS – US GAAP Difference Expected Outcomes

Renewals of licences of intellectual 
property

Topic 606 includes an additional 
example that specifies that an entity 
would not generally recognise revenue 
from the transfer of a licence renewal 
until the beginning of the licence 
renewal period.

IFRS 15 does not contain similar 
guidance. 

Differences in outcomes may arise as 
a result of the additional guidance in 
Topic 606.

The recognition of revenue on renewal 
of licences which grant a right to use 
may be later under Topic 606 than 
under IFRS 15.

When to consider the nature of an 
entity’s promise in granting a licence

Topic 606 explicitly states that 
an entity considers the nature of 
its promise in granting a licence 
when applying the general revenue 
recognition model to a single 
performance obligation that includes a 
licence and other goods or services.

IFRS 15 does not contain similar 
guidance.

Differences in outcomes may arise as 
a result of the additional guidance in 
Topic 606.

When a licence is not the predominant 
item of a single performance obligation, 
this may result in an entity that applies 
Topic 606 considering the nature of 
its promise in granting a licence in a 
greater number of circumstances than 
an entity applying IFRS 15.

In-substance sales of intellectual 
property

The exception for sales and usage based 
royalties does not apply to outright 
sales of intellectual property.

The basis to conclusions to Topic 606 
states that an entity should not 
determine whether a license to 
intellectual property is an ’in substance 
sale’ of that intellectual property in 
deciding whether or not the royalties 
exception applies.

The wording in the basis for conclusions 
of IFRS 15 is not as explicit.

Differences in outcomes may arise as a 
result of the differences in the basis to 
conclusions.

The sales and usage royalty exception 
may be applied more broadly under 
Topic 606.

Impairment loss reversal Under both Topic 606 and IFRS 15 
contract costs are subject to 
impairment testing.

US GAAP prohibits the reversal of 
impairments. IFRS requires reversal of 
impairment when the conditions that 
lead to the impairment no longer exist 
or have improved.

Differences in outcomes will arise 
as impairment reversals have to be 
assessed under IFRS 15.
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Topic IFRS – US GAAP Difference Expected Outcomes

Interim disclosure requirements US GAAP requires disclosure of 
disaggregated revenue, contract 
balances and remaining performance 
obligations in interim financial 
statements.

IFRS requires disclosure of 
disaggregated revenue in condensed 
interim financial statements.

Differences in outcomes will arise.

Disclosure in the interim financial 
statements will be more extensive 
under US GAAP.

Non-public entity requirements Topic 606 provides relief from certain 
disclosure requirements for non-public 
business entities and not for profit 
organisations.

IFRS 15 does not provide any relief. All 
entities following IFRS are expected 
to comply with all the disclosure 
requirements.

Differences in outcomes will arise.

Disclosures in the financial statements 
of non-public entities will be more 
extensive under IFRS.

Effective date Topic 606 is applicable for 
annual periods beginning after 
15 December 2017, with a one year 
deferral for non-public entities.

IFRS 15 is applicable for periods 
beginning on or after 1 January 2018.

Differences in outcomes will arise for 
non-public entities.

Transition – Definition of completed 
contracts

Topic 606 defines a completed 
contract as a contract for which all 
(or substantially all) of the revenue 
was recognised in accordance with the 
previous revenue standards.

IFRS 15 defines a completed contract 
as a contract for which the entity has 
transferred all of the goods or services 
identified in accordance with IAS 11 
Construction Contracts, IAS 18 Revenue 
and related Interpretations.

Differences in outcomes will arise as 
a result of the different definitions of 
completed contracts.

The transitional practical expedients 
related to completed contracts will be 
applicable to more contracts under 
IFRS 15 than under Topic 606.

Transition – Completed contracts at the 
beginning of the earliest year presented

IFRS 15 includes a practical expedient 
to allow an entity applying IFRS 15 
retrospectively not to restate contracts 
that are completed contracts at 
the beginning of the earliest period 
presented.

Topic 606 does not provide this 
practical expedient. 

Differences in outcomes will arise as 
a result of the additional practical 
expedient in IFRS 15.

The transitional practical expedients 
related to completed contracts will be 
applicable to more contracts under 
IFRS 15 than under Topic 606. 
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Topic IFRS – US GAAP Difference Expected Outcomes

Transition – Date of application of 
the contract modifications practical 
expedient

For entities applying the new revenue 
standards using the cumulative effect 
method, a practical expedient for 
contract modifications exists.

Under Topic 606 the practical 
expedient is applied at the date of initial 
application. Under IFRS 15 the practical 
expedient may be applied either at 
the beginning of the earliest period 
presented, or at the date of initial 
application.

Differences in outcomes will arise 
as a result of IFRS 15 allowing this 
practical expedient to be applied at 
either the beginning of the earliest 
period presented, or the date of initial 
application.
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