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Abstract: Rapid digitization of enterprise processes and software applications simplifying 
daily-life routines enhance the need for software arrangements. Based on this growing trend, 
the underlying thesis discusses revenue recognition for software arrangements under US 
GAAP, the lingua franca of financial reporting framework in software industry. The thesis 
examines the first industry-specific guidance - SOP 97-2, its successor ASC 605 and aims at 
capturing the main implications resulting from the new converged US GAAP/ IFRS revenue 
recognition standard ASC 606/ IFRS 15 on a case study. The five-step revenue recognition 
model introduced by ASC 606 is applied to the US-based technology and software seller 
Apple Inc. and its wide range of product portfolio including software. 
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Introduction	

Technology and software industry turned into one of the fastest growing industries of today, 

despite being almost non-existent a couple of decades ago, surrounding individuals and 

enterprises in daily life. In general, two main issues arise in software industry accounting – 

the question on how and to what extent to capitalize development costs incurred during 

software preparation and how to recognize revenue for sales. The underlying thesis examines 

the latter. Software industry is characteristic by its specific transactions, such as contracts 

including multiple bundled elements promised by the vendor or frequent reseller 

arrangements which make financial reporting for software sales a complex task. The 

questions that arise is how to allocate contract revenue to elements of an arrangement and to 

what accounting period should they belong. Hence, the thesis follows two objectives: 

Objective 1: To discuss revenue recognition standards applicable to software industry 

accounting under US GAAP (SOP No. 97-2 and ASC 605) before and after the issuance of 

the new US GAAP/ IFRS converged revenue standard (ASC 605 versus ASC 606). 

Objective 2: To discuss US GAAP revenue recognition principles used by Apple Inc. in 

different product categories and to apply findings in Objective 1 in the case study. To identify 

major implications for Apple Inc. resulting from ASC 606 adoption.  

The underlying thesis is divided into three chapters. The first one provides an overview of 

current developments and trends in software industry. The following one is rather theoretical 

and provides guidance on financial reporting rules concerning revenue recognition in 

software industry under US GAAP. The main goal of chapter two is to sufficiently explain 

principles of revenue recognition under the very first software industry guidance - SOP 97-

2, then its successor - ASC 985-605. Main differences between the rules-based ASC 605 and 

principles-based IAS18, guiding revenues under IFRS are discussed as well. The chapter then 

fluently proceeds with the converged standard ASC 606/IFRS 15 jointly issued by FASB and 

IASB and discusses the five-step revenue recognition model introduced by the latest standard 

that is applicable across all industries.  



	

Theoretical knowledge gained in chapter two and comparison of SOP 97-2 principles, ASC 

605 and ASC 606 is applied in the last chapter containing a case study on Apple Inc., the 

major US-based technology and software vendor of today.  

As to methodology and fulfillment of objectives, discussion is conducted by following the 

four-step model under SOP 97-2 and five-step model of revenue recognition under ASC 606. 

In order to be able to estimate the implications of ASC 606 affecting Apple Inc., its product 

portfolio is divided into major product group sales. Hence, the effect of the new standard is 

then discussed while respecting each group’s sales specifics. Conclusion on the impact of 

ASC 606 for Apple Inc. is drawn for each revenue recognition model step and product group. 

The thesis also includes additional data in Appendix to provide a more complex view on the 

topic.  

Concerning the sources used, primary sources such as accounting standards under US GAAP 

and IFRS have been mainly utilized in the second chapter on financial reporting rules in 

software industry. Secondary sources were used in all chapters in form of Software Industry 

Alliance’s official reports, released publications of major consulting companies and investor 

and annual reports. All sources and ideas are properly cited throughout the thesis. The full 

list of sources used is available at the end of the thesis, in the bibliography section.  

As to limitations of this thesis and possibilities of further research, it would be interesting to 

examine the impact of the industry accounting changes from a statistical point of view and 

try to quantify the numerical impact of the US GAAP guidance change on major software 

vendors, e.g. on Apple’s financial results. However, the sources available at this state were 

not sufficient for such an analysis. This, however, would be possible once Apple releases its 

first annual report created under the guidance of ASC 606 revenue recognition model and 

one could obtain additional information disclosure on accounting principles used for each 

product group. Another area worth mentioning is the tax impact of revenue recognition 

changes and legal matters, such as intellectual property rights in the light of changing 

software industry. 
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1. Software	Industry	

Originally, it was the power of a computer that determined the function and the speed of 

actions that could be completed on given hardware.1 The computer hardware industry 

experienced fast growth starting in the post-World War II era. The 1960s brought the first 

packaged software program with IBM as a dominating manufacturer of “unbundled” 

computer software products, then bringing Microsoft Corporation in the spotlight in the 

1990s.2 Over the millennium, computers turned rather into a commodity as a result of many 

computer manufacturers offering comparable, substituting range of products to its 

customers.3  This course of events resulted in software becoming more and more value-

additive to given operational characteristics of a computer, enhancing overall functionality 

and creating new ways of computer usefulness.4 Computer hardware giants recognized the 

rising independence of software industry from hardware sales as well and began investing 

directly in software-creating bodies to be able to compete with independent software vendors, 

for example IBM acquisition of Lotus Corporation.5 

Despite the software industry itself being quite young, taking into account it has only started 

to develop in the 1950s with the very first operational systems for IBM computers, it has 

dramatically changed during the last two decades and is still to be found on its path of 

constantly accelerating evolution. Software has literally changed and to a significant extent 

simplified the way of human interaction, business conducting and accessing information both 

online and offline.6 It is becoming prevalent in other industries boosting effectivity and 

revenues, e.g. in the banking sector, manufacturing, healthcare or retail and it emerging in 

the form of artificial intelligence as well.7 

                                                
1	Morris	(2001):	Software	Industry	Accounting,	Ch.	1,	p.	1-5	
2	Ibid,	p.	1-3	
3	Ibid,	p.	1-4	
4	Ibid,	p.	1-4	
5	Ibid,	p.	1-5	
6	Ibid,	p.	1-5	
7	PWC	(2017):	Global	100	Software	Leaders.The	Big	Picture.	Online	on:	
http://www.pwc.com/gx/en/industries/technology/publications/global-100-software-leaders/the-big-
picture.html		Accessed	on	30.4.2017	
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"In the future, there will be no hardware without software, and software will become 
artificial intelligence." Raman Chitkara, Global Technology Leader, PWC 

Considering the number of economies currently in the transition process from traditional 

manufacturing to modern, service-based economies relying on information flows and 

automatization of processes, we can expect the importance of software to play an even more 

important role in the future.8 

1.1		 Types	of	Products	

Software industry encompasses design, development, maintenance and sale of software 

products, may it be applications, shared platforms, operating system or others. According to 

Hoovers statistics, 45% of industry revenues consist of application software sold to 

customers, such as accounting systems and enterprise-specified applications or games. 

Another 20% include system software, such as operating systems for computers, phones or 

tablets and database management, the rest is made up from IT services and consulting.9  

Software enables and simplifies actions that a couple of decades ago seemed hardly even 

possible. It is not only the applications that turn our mobile phones into “smart” phones, 

software helps people hear for the first time, it enables us to talk to our family and friends 

even while being on the other side of the planet, it improves and accelerates medical 

diagnoses, it helps create new ways of transportation, such as  shared-economy services Uber, 

Liftago or Lyft, software creates smart homes while saving energies, helps us manage our 

banking accounts online and much more.10 It is also becoming harder to distinguish a proper 

software company, since software lies in the center of many business models nowadays. 

Many therefore opt for another wording, the so called “platform” business models rather than 

calling e.g. Uber or AirBnB, where software only facilities the business, software 

                                                
8	Ibid,	p.	1-1	
9	Hoovers	(2017):	Software	Industry.	Retrieved	from		http://www.hoovers.com/industry-facts.accounting-
finance-software.1122.html.	Accessed	on	3.4.2017	
10	Business	Software	Alliance	(2017):	About	BSA.	Online	at	http://www.bsa.org/about-bsa	Accessed	on	
3.4.2017	
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companies.11 

Rapid business digitization, increased use of electronic devices both by firms and individual 

customers also leads to software users getting used to frequent software product development 

and upgrades to existing software, may it be operating systems, games or applications. Fast-

paced development and changes are the reason, why software industry has been the 3rd largest 

research and development investor in 2016, with investments exceeding € 79 mil., largest 

R&D investors in Software and Computer industry including Alphabet, Microsoft and 

Oracle, as seen in Appendix Figure 1- World Top R&D Investors – Filtered Software & 

Computer Industry Only. Such significant R&D costs are typical for industries with short life 

cycles and innovative industries, such as technological companies (e.g. Microsoft, Apple, 

Nokia) and pharmaceuticals (e.g. Roche, GlaxoSmithKline, Bayer).12 According to EU 

Industrial R&D Investment Scoreboard 2016, software industry places 3rd after 

pharmaceutical industry and technology hardware both with almost double the amount of 

financial resources spent on R&D in 2015.13  

Academic research done on enterprises in the US and UK suggests the existence of a positive 

relationship between R&D investments, company’s growth and market value.14 This theory 

is supported by the fact, that the largest market share belonging to US based companies 

corresponds to the amount invested in R&D in this region, as seen in Appendix Figure 2: 

World Top Software & Computer Industry R&D investors by country and its share constantly 

growing (Appendix Figure 3: Increase of Industry Share of Top 100 Software Companies, 

regionally divided). 

As to geographic location, North America has always been the leader in software 

development and innovation with consistent revenues growth – Apple, IBM, Microsoft or 

Oracle, the technology giants in today’s world are all based in the United States. This growth 

                                                
11	PWC	(2017):	Global	100	Software	Leaders.The	Big	Picture.	Online	on:	
http://www.pwc.com/gx/en/industries/technology/publications/global-100-software-leaders/the-big-
picture.html	Accessed	on	30.4.2017	
12		Stolowy	H,	and	others	(2006):	Financial	Accounting	and	Reporting.	A	global	perspective;	p.325	
13	Joint	Research	Center	(2017):	The	2016	EU	Industrial	R&D	Investment	Scoreboard.	Online	on	
http://iri.jrc.ec.europa.eu/scoreboard16.html#close	Accessed	on	30.4.2017	
14	Stolowy	H,	and	others	(2006):	Financial	Accounting	and	Reporting.	A	global	perspective;	p.325	
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serves as an evidence of R&D importance in software industry, since largest R&D investors 

such as Microsoft, IBM and Oracle (as seen on Figure 1) experienced highest growth rates. 

Germany (home to SAP software) places second, accounting for 25% of total European 

software market by value.15 The geographical share of North American software vendors 

revenue can be seen on Graph 1 below, showing a massive lead of the US in all revenues of 

top 100 software vendors in 2014. 

Graph 1: Total Software Revenues of Top 100 Software Vendors in 2014, in millions USD 

  

Source: PWC (2016): Software. Explore the data 

The whole industry is highly concentrated – 45% of all industry revenues are produced by 

10 largest companies, as seen in Appendix Figure 4: Industry Concentration and the industry 

is on its way of unleashing its full potential, with minimum of 10% annual growth in revenues 

of top 100 software vendors (Appendix Figure 5: Software Industry Annual Revenues 

Growth) 

Concerning changes in software product demand, enterprise software users started to turn to 

alternative software solutions, platforms such as clouds. While a couple of decades ago, 

business software stood in the frontline of software developing companies and was not that 

spread within individual customers, this change is extensive nowadays. Internet connection 

                                                
15	German	Trade&Invest	(2017).	Online	at	
http://www.gtai.de/GTAI/Navigation/EN/Invest/Industries/Information-technologies/software.html	
Accessed	on	30.4.2017	
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being available 24/7 and on almost every corner led to consumerism in the IT similar to other 

industries such as retail. The individual customer has been repositioned into the center and 

moved the dominance of enterprise software purchasing slightly aside. 16 

Enterprise software purchasing has undergone development in recent years as well and the 

common pattern can be summarized in the following – while internal-use software (not meant 

for resale) has in the past been used mainly for inventory management, companies now rather 

seek software as a service (SaaS), in form of cloud-based computing models, such as IAAS 

(Infrastructure As A Service) or PAAS  (Platform As A Service).17 This type of software is 

expected to grow 30% per annum and currently encompasses more than 20 publicly traded 

companies in the US accounting for around 1 billion USD in revenues annually.18 Emergence 

of “anything-as-a-service” within could offerings also allows small and medium sized 

companies to access sophisticated capabilities that were once available just for corporate 

clientele.19 

To show how cloud services are entering even the largest software corporations, SaaS and 

PaaS revenues currently account for 5-15% of total software revenues in 10 major software 

companies, as can be deducted from Graph 2 below. The most popular SaaS at the moment 

include Dropbox, Microsoft Office 365, Slack or Salesforce. 

 
 
 
 
 
 
 
 
 
 
                                                
16	PWC	(2017):	Global	100	Software	Leaders.	Assets.	Online	at:	
http://www.pwc.com/gx/en/technology/publications/global-software-100-leaders/assets/pwc-global-100-
software-leaders.pdf	Accessed	on	30.4.2017	
17	PWC	(2017):	Global	100	Software	Leaders.	The	Big	Picture.	Online	at:	
http://www.pwc.com/gx/en/industries/technology/publications/global-100-software-leaders/the-big-
picture.html	Accessed	on	30.4.2017	
18		Business	Software	Alliance	(2017):	Online	at	http://www.bsa.org/about-bsa	Accessed	on	3.4.2017	
					BDO	(2015):	BDO	Knows.	SaaS.	A	Special	Report,	p.1	
19	Deloitte	(2017):	Technology	Industry	Outlook,	p.2	
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Graph 2: Annual Revenue of Top 10 Software vendors and Share of SaaS and PaaS 
Revenues in 2014, in millions USD  
 

Source: PWC (2016): Software. Explore the data 

 

SaaS platforms are easy to implement, there are no large upfront costs, require minimum 

maintenance costs and opinions have also shifted towards perception of increased security 

measures of SaaS solutions.20 This kind of product emerged a couple of years ago and is still 

gaining importance, providing companies with flexible storage, infrastructure or computing 

access. Even large software developers like Oracle and SAP, some of the major software 

companies recently acquired cloud-developers Reponsys and Concur Technologies, 

respectively.21  

Digitization introduces whole new ecosystems of cross-industry cooperation, let us consider 

e.g.. the General Motors partnering with Lyft, a “platform” software substitute present mainly 

in the US.22 Other examples of new cutting edge partnership include those of fin tech, 

autonomous driving or smart cities.23 

                                                
20	BDO	(2015):	BDO	Knows.	SaaS.	A	Special	Report,	p.1	
21	PWC	(2017):	Global	100	Software	Leaders.	Online	at:	
http://www.pwc.com/gx/en/industries/technology/publications/global-100-software-leaders/the-big-
picture.html	Accessed	on	30.4.2017	
22		Ibid,	Accessed	on	30.4.2017	
23	Deloitte	(2017):	Technology	Industry	Outlook,	p.2	
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1.2. Impact	on	Economy	and	Society		

Software industry is also beneficent to the economy as a whole, as suggested by Business 

Software Alliance, the leading advocate for global software industry in front of national 

governments and on international marketplace, consisting of numerous major software 

creators as members (such as Apple Inc.,  Salesforce, Siemens, Microsoft or Oracle).24  

The impact of software development and innovations activity directly and indirectly 

contributes to  national economies in form of GDP contribution, job creation or wage 

increase.25 While software industry in the US created 2.5 mil. jobs in 1996, the number rose 

over 3 mil. jobs in 2005 and reached almost 10 mil. indirect and 2.5 mil. direct job positions 

in 2014 - from app designers and web developers to accountants and project managers.26 

Software industry directly increased US GDP by almost $500 in 2014. According to Business 

Software Alliance, average wage in software industry reaches as high as double the amount 

of wages in other industries.27  

As a result of interconnected world economy and competition that became global in most 

industries (with the exception of geographically bound industries, such as e.g. mining), new 

technologies and software innovations spread much faster, since their adoption by others 

actually serves to ensure competitiveness.28 In the era of high-speed innovation that human 

kind currently experiences, where ideas spread and flourish quicker than before, smarter and 

better software helps achieve higher productivity across industries.29 

                                                
24	Business	Software	Alliance	(2017):	About	BSA.	Online	at	http://www.bsa.org/about-bsa	Accessed	on	
3.4.2017	
25	Ibid;	Accessed	on	3.4.2017	
26	Ibid;	Accessed	on	3.4.2017	
			Morris	(2001):	Software	Industry	Accounting,	Ch	1	General	Industry	Perspective,	p.1-5	
27	PWC	(2017):	Global	100	Software	Leaders.The	Big	Picture.	
	Online	at:	http://www.pwc.com/gx/en/industries/technology/publications/global-100-software-
leaders/the-big-picture.html	Accessed	on	30.4.2017	
28	Dicken	(2011):Global	Shift.	Mapping	the	Changing	Countours	of	World	Economy,	p.76	
29	PWC	(2017):	Global	100	Software	Leaders.The	Big	Picture.		
Online	at:	http://www.pwc.com/gx/en/industries/technology/publications/global-100-software-
leaders/the-big-picture.html	Accessed	on	30.4.2017	
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1.3.		 Software	Product	Distribution	and	Sales	

1.3.1	Structure	of	Sales	Contracts	
 
Essentially, software is an intellectual property. Software developing companies market this 

intellectual property and derive revenues most frequently from license granting.30 Software 

industry sales transactions are based on a variety of sales contract – those may range from  

simple one-page single product agreements to complicated multi-element arrangements that 

require at least 40 contract pages for the conditions to be described properly.31 The structure 

of sales contracts also evolves following the desire of electronic contracts and 

subscriptions.32 

From accounting point of view, it is highly important to specify conditions of contract 

fulfillment, especially if goods delivered are bundled elements so that revenue may be 

recognized in the right moment and not prematurely.  

Numerous ways of software and SW-related sales therefore include: licensing, selling 

software with connected intellectual property rights, providing post contract customer 

support or maintenance, providing software in projects that combine software with 

hardware, providing software development services - individual software, updates etc., 

providing accompanying services,  providing services that use software - data processing, 

consulting services requiring specialized software.33  

1.3.2	Licensing	Software	

Software is mostly purchased through licensing, when licensor (software developer) grants a 

license, a right to use its intellectual property to licensee (customer). Purchasing individual 

software products such as Microsoft office package, falls into the category of licensing since 

the customer purchases the right to use the software, he/she will therefore not become an 

                                                
30		Morris,	J.	(2001):	Software	Industry	Accounting,	Ch	1	General	Industry	Perspective,	p.1-15	
31	PWC	(2017):	Global	100	Software	Leaders.		
Online	at:	http://www.pwc.com/gx/en/industries/technology/publications/global-100-software-
leaders/the-big-picture.html	Accessed	on	30.4.2017	
32	PWC	(2017):	Global	100	Software	Leaders.	The	Big	Picture.		
Online	at:	http://www.pwc.com/gx/en/industries/technology/publications/global-100-software-
leaders/the-big-picture.html	Accessed	on	30.4.2017	
33		Morris	J.	(2001):	Software	Industry	Accounting,	Ch.	1	General	Industry	Perspective;		p.1-15	
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actual owner of the software and neither of the intellectual property rights themselves. 

Licensing principle also usually applies to custom software creation when software developer 

prepares a custom-designed software according to conditions set in the initial agreement but 

keeps the intellectual property rights to himself.  

A license granting the right to use a software is usually also restricted in one of the following 

ways: period (months or years), number of uses, number of runs, number of downloads, 

specifics of a user, transferability or non-transferability.34 While in the 1990s, perpetual 

(indefinite) software licensing was the most common, over the decades time-based licenses 

became prevailing, which resulted in software revenue recognition rule, taking into account 

license term as well.35 

General software license agreement can turn into being very specific and includes software 

specific key terms, that are necessary to be specified:  grant of license - specifies the licensee 

and licensor, delivery, license fees/payments - stating the amount and terms of license 

fee/royalty, title of materials, limitation on use, warranty, confidentiality, maintenance and 

updates, governing law.36 For examples of what such provisions may include and an 

illustrative software license agreement please refer to Appendix Figure 7&8. 

1.3.3.	Subscription-based	Software		

Another form of software acquisition includes regular payments to software developer to 

obtain the software product all at once or to receive an updated product in regular intervals. 

This subscription based sales contract can be based on a written order but it is becoming 

common to require a subscription in electronic form.  

For cloud products (IaaS, PaaS or SaaS), it is typical to pay monthly subscriptions to private 

or public cloud provider in comparison to most software products, where a customer usually 

                                                
34		Ibid;	,	p.1-15	
35	PWC	(2010):	A	Shifting	Software	Revenue	Recognition	Landscape.	Insights	on	Potential	Impacts	of	the	
Proposed	Revenue	Model	on	Current	US	GAAP,	p.8	
36	Morris	(2001):	Software	Industry	Accounting,	Ch.	1	General	Industry	Perspective,	p.1-15	
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pays a one-off fee for a software license.37 An example of a software company turning from 

licensing sales model to subscription based would be Adobe Systems, that changed its 

strategy in 2013. 38 

Concerning Could and Software as a Service (SaaS) contracts, these fall into the category of 

non-traditional, although broadly used arrangements. Both SaaS and cloud arrangements give 

customers the right to use a software but customers predominantly do not obtain the right of 

license possession and the basic functionality stays in control of the vendor.39 The question 

whether SaaS and clouds should be treated in accounting as software licensing or as service 

providing as well have implications for revenue recognition timing, as discussed in Chapter 

2.  Arrangements usually incorporate additional professional services in order to help the 

customer use the could to its fullest potential, such as implementation, data migration, 

business processing mapping or training.40 

1.3.4	Channels	of	Distribution	

Customers can acquire a software license thought one of the distribution channels of software 

provider - most commonly through direct end-user license granting, retail sales for off-the 

shelf, shrink-wrapped software, value-added reseller or original equipment manufacturer 

(OEM) licensing, such as Microsoft.  

In order to improve the mutually beneficial relationship between a software vendor and the 

reseller, vendors frequently provide resellers with additional explicit or implicit concessions, 

such as price protection or extended right of return.41 At the end, resellers command over 

greater rights than individual end-customers, since vendors need to boost future sales.42 

                                                
37	PWC	(2017):	Global	100	Software	Leaders.	Online	at:	
http://www.pwc.com/gx/en/industries/technology/publications/global-100-software-leaders/the-big-
picture.html	Accessed	on	30.4.2017	
38	Ibid;		Accessed	on	30.4.2017	
39	PWC	(2010):	A	Shifting	Software	Revenue	Recognition	Landscape.	Insights	on	Potential	Impacts	of	the	
Proposed	Revenue	Model	on	Current	US	GAAP;	p.16	
40	EY	(2015):	The	New	Revenue	Recognition	Standard.	Software	and	Cloud	Services;	p.16	
41	Ibid,p.30-31	
42	Ibid;		p.30-31	
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1.4	 	Legal	and	Security	Aspects	

When software sales are conducted, it is most commonly (but not exclusively) the right to 

use a software license that the customer obtains and not the intellectual property rights 

themselves. An illegal misuse of software provided should be treated preventative in license 

agreement with the customer. Software vendors with free and open source software available 

for download on the internet may encounter infringement of their rights. Despite public 

pressure towards policymakers, software remains a difficult area to regulate, as it its 

“construction” is unlimited in flexibility and scope and it can be replicated relatively easily.43 

As the amount of private data of both individuals and enterprises grows exponentially, so 

does the incentive for data privacy security. The current software-dependent society requires 

increased attention concerning software-design, development and employment in order to 

avoid potential misuse of information. The issue of unauthorized access to patient data has 

been medialized commonly in e.g. banking or healthcare industry. 

1.5		 Other	Software-Related	Topics	in	Accounting  

Today’s economies are to a significant extent driven by technologies, knowledge and 

automatization relying on intangibles assets. Research and development, so essential to 

software industry happened to be in the center of accounting debates for a while and actually 

lead to issuance of the first US GAAP standard on industry software accounting.44  

One of the toughest accounting challenges related to intangibles (especially R&D and 

internally generated software)  is the valuation since future economic benefits are uncertain. 

It often is just a perspective of firm’s ability to turn its intangibles into profits.45 If an 

intangible is purchased, it is generally recognized straight-away in proper asset category on 

company’s balance sheet. The problematic part comes with internally generated intangibles 

                                                
43	Otto,	N.P	(2009):	Reasonableness	meets	Requirements.	Regulating	Security	and	Privacy	in	Software,	p.	
315-318	
44	Stolowy	H.,	and	others	(2006):	Financial	Accounting	and	Reporting.	A	global	perspective,	p.	309		
				Nobes	Ch,	Parker	R.	(2016):	Comparative	International	Accounting,	p	230	
				Besides	R&D,	intangibles	also	include	patents,	franchises,	 licenses,	trademarks,	copyrights	or	brands	and	
also	 the	difference	between	the	acquisition	purchase	price	and	 its	 identified	assets	 -	commonly	known	as	
goodwill		belongs	to	intangibles	assets.	When	accounting	for	intangibles	assets,	one	must	keep	in	mind	if	the	
asset	was	acquired	separately	or	as	part	of	a	business	combination	or	internally	generated.	
45	Stolowy	H.,	and	others	(2006):	Financial	Accounting	and	Reporting.	A	global	perspective,	p.	309	
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– these may not sufficiently fulfill fixed asset recognition criteria of probable future economic 

inflow and reliable measurement. Therefore, it may be either capitalized or non-capitalized.46 

US GAAP prohibits capitalization of R&D expenditures and requires all R&D costs to be 

expenses as incurred except of computer software. Under IFRS accounting framework, 

compared to a more conservative “rules-based” US GAAP requiring expensing of intangibles 

if generated internally, IAS38 allows capitalization on a straight line basis over assets useful 

economic live once project is complete, if certain conditions are met. 

Another tricky topic in software industry is that of computer software -  software purchased 

should be recognized by purchase price or other attributable cost related to asset preparation 

for its use. If software is intended for internal use only, it should be capitalized as an 

intangible asset if value is material – if not the case, software acquired should be expensed. 

This expense-as-incurred model used by US GAAP has been adopted over 40 years ago with 

changes adopted in the 90s. US GAAP prohibits capitalization of intangibles internally 

produced, with the exception of computer software. If technological feasibility has been 

established, US GAAP allows capitalization of expenses.47 

For more accounting guidance on research and development costs under US GAAP and 

IFRS, please refer to following titles discussing those in-depth - Stolowy H, and others 

(2006): Financial Accounting and Reporting. A global perspective, chapter 8 or Nobes Ch, 

Parker R. (2016): Comparative International Accounting.  

                                                
46	Statement	of	Financial	Accounting	Standards	No.2	(1974)	–	SFAS	2	and	Statement	No	86:	Accounting	for	
Costs	of	Computer	Software	to	be	Sold,	Leased,	or	otherwise	marketed	
47	Nobes	Ch.,	Parker	R.	(2016):	Comparative	International	Accounting,	p.	204	
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1. Guidance	for	Revenue	Recognition	in	Software	Industry		

Largest capital markets have over time established own sets of accounting principles 

developed by private or public accounting standard-setting bodies.48 It was after World War 

II when economic integration took in, world economy became more interdependent and the 

need to command over a comparable accounting rules framework became more evident. 

Increase in international capital flows created demand for higher compatibility of financial 

information.49 The US began developing its own accounting principles, commonly referred 

to as US GAAP, while international standards IFRS now prevail in most other countries 

alongside with national legislations.50 Different accounting principles are also one of the 

reasons, excluding the US regulatory requirements, why some companies choose not to list 

their securities in the United States, according the Security and Exchange Commission 

(SEC), the capital market regulator in the US.51  

The following chapter provides a  discussion of principles introduced in Statement of Position 

SOP 97-2, as this was the first industry-specific guidance concerning revenue recognition for 

software and software-related products.52 This part is therefore rather explanatory in order to 

obtain proper understanding of major topics relevant to software industry revenue 

recognition. Subsequent guidance built up on terms and principles set in this SOP. The 

second subchapter then continues by highlighting major changes (relevant to case study in 

this thesis)  introduced by ASC 865-605 (Subtopic Software) and finishes with comparison 

of the converged standard ASC 606/IFRS 15 jointly issued by FASB and IASB superseding 

all previous software- related guidance.  

This chapter aims at fulfilling the Objective 1 of the thesis: To discuss revenue recognition 

standards applicable to software industry accounting under US GAAP (SOP No. 97-2 and 

                                                
48	Palepu,	Healy	(2013):	Business	Analysis	&	Valuation,	Ch	3	Overview	of	Accounting	Analysis,	p.	3-4.	
49	Ibid,	p.	3-4	
50	Krovigorsky,	V.	(2011):	Law,	Corporate	Governance	and	Accounting.	European	Perspectives.	In	Appendix	
51	SEC	(2000):	SEC	Concept	release.	International	Accounting	standards.	Online	at		
https://www.sec.gov/rules/concept/34-42430.htm	Accessed	on	30.4.2017	
52	Deloitte	(2011):	Software	Revenue	Recognition.	A	Roadmap	to	Applying	ASC	985-605,	p.3	
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ASC 605) before and after the issuance of the new US GAAP/ IFRS converged revenue 

standard (ASC 605 versus ASC 606). 

If not explicitly stated, the guidance in ASC 605 did not bring any significant changes to 

topic area compared to SOP 97-2. All revenue recognition guidance except of SOP 97-2 is 

presented in a rather comparative way.  

This chapter, however, does not provide full coverage of extensive revenue recognition 

principles of US GAAP precise guidance. It concentrates on the most important US GAAP 

regulation topics necessary to gain proper understanding of revenue recognition principles, 

in order to use those for  the case study discussion in the last chapter. If interested, further 

analysis of uncovered topics (e.g. customer options or costs of obtaining a contract) can be 

found in the following – Deloitte (2011): Software Revenue Recognition. A Roadmap to 

Applying ASC 985-605 or KPMG (2016): Illustrative Disclosures – Revenue.US GAAP. 

2.1		 Revenue	Recognition	under	US	GAAP	

There are three main entities involved in the development process of the US accounting 

environment – the SEC, FASB and AICPA. It is the U.S. Securities and Exchange 

Commission (SEC), a federal agency, that has the authority to set accounting standards but 

mostly relies on private sector accounting bodies to fill this role.53 It therefore does not 

directly create conceptual accounting framework for US GAAP but has the authority to 

enforce standards compliance when monitoring companies for accounting rules violations. 

SEC is responsible for monitoring of 8 securities governing securities industry, Sarbanes-

Oaxley Act from year 2002 being the one most relevant for accounting purposes.54 The SEC 

began its involvement in the development of accounting principles for software industry in 

early 1980s – firstly with guidance on R&D costs and then the completion of SOP 97-2. The 

SEC remains active and monitors registrants reporting within its scope and occasionally 

challenges vendor’s M&D information.55  

                                                
53	Palepu,	Healy	(2013):	Business	Analysis	&	Valuation	Ch	3	Overview	of	Accounting	Analysis,	p.	3-4	
54	SEC	(2016):		Laws	that	govern	the	securities	industry.	Online	on	https://www.sec.gov/about/laws.shtml	
55	Morris	(2001):	Software	Industry	Accounting,	Ch.3,	p.3-26;	p.3-27	
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In 1939, American Institute of CPAs (AICPA)56 created Committee on Accounting as 

directed by SEC and was given the task of creating accounting standards under US GAAP. 

Later, in 1959, Accounting Principles Board (APB) was founded, in order to produce more 

structured accounting standards and since APB turned out to be unable to function fully 

independently of the U.S. government, it was replaced by independent, private-sector and 

non-profit organization Financial Accounting Standards Board (FASB) in 1973.57 

US GAAP, the lingua franca of global software industry, regulates software industry revenue 

recognition through American Institute of CPAs (AICPA) - issued Statement of position from 

1997: SOP 97-2 “Software revenue recognition”58 and FASB issued standard ASC 985-605 

“Revenue recognition”. Standards guiding financial reporting for two most complex topics 

in the software industry - revenue recognition and research and development costs, have 

developed as a result of software companies unbundling or charging separate prices for  

hardware and software, starting with IBM in 1969.59    

 

In 2009, FASB issued an accounting standards update ASU 2009-14 “Certain revenue 

arrangements that include software elements” resulting from a consensus of the FASB 

Emerging Issues Task force and EITF Issue No. 00-21 “Revenue arrangements with multiple 

deliverables.” This update supplemented Subtopic 985-605 to establish a clear understanding 

of a “multiple deliverable”, to clarify how to segregate an arrangement into separate units of 

accounting and how to account for given revenues.  

 

Compared to IFRS, US GAAP commands over a greater set of rules related to software 

industry whereas IFRS sets out a basic set of principles and leaves more room for judgement. 

US GAAP commonly requires deferral of revenue in order to restrict company’s ability to 

                                                
56	American	Institute	of	CPAa	–	world’s	largest	member	association	representing	the	accounting	profession	
accounting	profession.	The	AICPA	sets	ethical	standards	for	the	profession	and	U.S.	auditing	standards	for	
private	companies,	non	profit	organizations,	federal,	state	and	local	governments.	For	more	please	visit	
http://www.aicpa.org/Pages/default.aspx	
57	Financial	Accounting	Standards	Board	–	establishes	financial	accounting	and	reporting	standards	for	public	
and	private	companies	and	not-profit	organization	that	follow	GAAP.	For	more	please	visit	
http://www.fasb.org/home	
58	Clarifying	certain	provisions	of	SOP	97-1	“Software	Revenue	Recognition”	
59	Morris	(2001):	Software	Industry	Accounting,	Ch.2,	p.	2-1	
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recognize revenue prematurely. IFRS does not have any software industry specific guidance 

to this day. The newest standard having impact on revenue recognition in software industry 

is the shared project of FASB and IASB that joined forced in 2002 to deliver a single revenue 

standard resulting in IFRS 15 Revenues from Contracts with Customers and ASC 606 

Revenues from Contracts with Customers. It is a broadly applicable standard influencing 

revenue across all industries, introducing numerous new concepts for both, IFRS and US 

GAAP. 

2.1.1	Revenue	Recognition	under	SOP	97	-2		

Before Statement of Position (SOP) 91-1 issuance in 1991, software companies recognized 

revenue as they considered suitable for their business model, for example upon contract 

signing, delivery, installation, acceptance, payment or a combination of these.60 SOP 91-1 

significantly narrowed those practices and its final issuance took 9 years since the first 

meeting of the AICPA Task Force.61 For that reason, SOP 91-1 did not provide guidance on 

changes that started occurring in software industry in the meantime, even prior to its 

publication.62 With software industry constantly evolving, so have its customer contracts.  

The “shrink-wrap” software emergence and its rising popularity lead to questions, such as 

how should free telephone support or free upgrades be accounted for under SOP 91-1.63 

Software developers also preferred having one single contract for more products or services, 

commonly delivered with a different timing, rather than numerous individual contracts with 

one specific customer.64 And over time, customers started asking for “portability” of software 

license, in order to be able to use software on more than one hardware/software platform.65 

These situations stayed uncovered under SOP 91-1. 

Statement of Position (SOP) 97-2 was issued in 1998 after comments raised by AICPA’s 

Accounting Standards Executive Committee (AcSEC) have been clarified, superseding SOP 

                                                
60	Ibid,	p.	2-7	
61	Ibid,	p.	2-7	
62	Morris	(2001):	Software	Industry	Accounting,	Ch.2,	p.	2-12	
63	“Shrink-wrap”	or	“shrinkwrapped”	software	refers	to	“off-the-shelf”	software	sold	separately	as	a	stock	
item	that	customers	can	use	with	little	or	no	customization,	as	defined	by	SOP	97-2,	Glossary,		p.20367	
64	Morris	(2001):	Software	Industry	Accounting,	Ch.2,	p.	2-13	
65	Ibid,	p.2-14	
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91-1 from 1991 which provided first narrowed US GAAP revenue recognition guidance for 

software industry.66 However, literature does not really refer to SOP 91-1 as the first guidance 

since it did not solve important industry accounting questions. As to content covered and 

depth of detail, SOP 97-2 introduced numerous new terms essential to software revenue 

recognition under US GAAP, such as post-contract customer support (PCS), off-the-shelf 

software, when-and-if-available-basis, upgrade right, platform-transfer right a others.67  

SOP 97-2 “Software revenue recognition” is applicable for both public and private  

companies earning revenue from computer software licensing, selling, leasing or marketing 

in another way. However, it is not applicable to revenues earned on products and services 

containing incidental software.68 If at least one of the following criterion is met, software is 

considered to be more than incidental to product sold, therefore within scope of SOP 97-2:69 

- Software is a significant focus of marketing effort or is sold separately  

- Vendor provides post contract customer support (further as PCS)  

- Vendor incurs significant costs within the scope of FASB Statement No.86  

Accounting for the Costs of Computer Software to be Sold, Leased or Otherwise 

Marketed. 

As discussed in the first chapter, one must keep in mind that software industry arrangements 

can become quite complicated and can include much more than standardized software 

product sale (or licensing) and delivery. In case that software product included in an 

arrangement requires significant production, modification or customization, it is no longer 

within scope of SOP 97-2.70 Considering the fact, that Apple Inc. does not customize its 

software in most of its sales transaction, this topic will not be dealt with in further detail. 

                                                
66	SOP	97-2,	§1	
67	SOP	97-2,	Glossary,	p.	20367	
68	SOP	97-2	§2	
69	Morris	(2001):	Software	Industry	Accounting,	Ch.4,	p.4-4	
				SOP	97-2	§2.	Footnote	2	
70	According	to	SOP	97-2,	§7,	these	arrangements	 	should	be	accounted	for	 in	conformity	with	Accounting	
Research	Bulletin	ARB	No.45	Long-term	construction-type	contracts	and	guidance	in	SOP	81-1	Accounting	for	
Performance	 of	 Construction-type	 and	 certain	 production-type	 contracts.	 The	 latter	 should	 be	 applied	 if	
arrangement	includes	service	that	is	essential	to	functionality	of	delivered	software.	
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SOP 97-2 §8 introduces a four-step revenue recognition model, according to which, revenue 

may be recognized only if all four of the following criteria are met, each of them explained 

below in separate subchapter: 71   

 

2.1.1.1	Persuasive	Evidence	of	an	Agreement		

SOP 97-2 does not allow revenue recognition unless persuasive evidence of an arrangement 

exists as this should avoid having revenue recognized too early and avoid cases of fictitious 

transactions by salesmen to increase sales.72 

Vendor’s business practice determines whether evidence of an agreement must be in a written 

form or not. If vendor standardly sells its software based on a written contract, only a contract 

signed by both sides can serve as sufficient evidence.73 Not all software vendors enter into 

contractual relationship with their customers via written arrangement (common in shrink-

wrapped software sold separately), therefore standard business procedures should be taken 

into account when evaluating whether evidence of an agreement is sufficient. If vendor does 

not normally obtain written contracts, purchase order from a third party or online 

authorization can serve as evidence as well.74 

2.1.1.2	Delivery	

The second criterion covers the principle of no revenue booking until delivery has taken 

place, whether the customer is a user or a reseller. The delivery criterion is not met if 

                                                
71	SOP	97-2,	§8	
72	PWC	(2008):	A	Shifting	Software	Revenue	Recognition	Landscape?	
73	Morris,J.	(2001):	Software	Industry	Accounting,	Ch.4,	p.4-6	
74	SOP	97-2,	§	5-17	

4.	Collectability	is	probable	- §8	

3.	Vendor’s	fee	is	fixed	or	determinable	- §26-32	

2.	Delivery	has	occurred	- §18-19,	§20-25	

1.	Persuasive	evidence	of	an	arrangement	exists	- §15-17
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undelivered elements exist that are essential to functionality of the software as it is considered 

that customer has no full use of element until its delivered, therefore chance of refund or 

payment withdrawal exists (and collectability is not probable).75  

In software industry, SOP 97-2 §18 understands delivery as possession of the software via 

physical transfer on a medium, download, providing access code that allows customer to 

immediately access software or authorization for duplication of existing copies in customer’s 

possession.76   

SOP 97-2 also specifies revenue recognition process in specific cases – such as delivery other 

than to the customer, engaging delivery agents and revenue from transaction involving those, 

software demanding periodic delivery of specific authorization codes (referred to as keys) 

which may be found in further detail in Morris, J. (2001): Software Industry Accounting, 

Chapter 4.3 Basic Principles.77 

2.1.1.3	Fee	is	Fixed	or	Determinable	and	Collectability	is	Probable	

The third criterion is based on the concept, that the vendor must know the amount of revenue 

he/she is eligible to on the shipment day based on software license agreement.78 According 

to SOP 97-2  §26, if the amount depends on the number of software units or distributed copies 

or the expected number of users, fee is neither fixed or determinable. The same principle 

applies to cases when vendor provides customer with rights of cancellation, until the 

cancellation privileges lapse as the fee is not considered to be fixed and collectability is not 

reliably probable.79 

Some software arrangements include extended payment terms that may last over a substantial 

period of the license. This brings out the risk of the software product being of a lower 

continuing value due to subsequent product releases by vendor or competitors. Software fee 

                                                
75	SOP	97-2,	§13,	§116	
76	Morris,	J.	(2001):	Software	Industry	Accounting,	Ch.4,	p.4-7	
77	SOP	97-2,	§22-26	
78	Morris,	J.	(2001):	Software	Industry	Accounting,	Ch.4,	p.4-10	
79	SOP	97-2,	§	31	
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is therefore not fixed nor determinable if any extended payment terms exist and revenue shall 

be recognized as payments become due.80 

The chances of revenue collectability in software industry are not based on customer 

creditworthiness but rather serve as a check against the remaining criteria for revenue 

recognition.81 It is highly improbable that customer would pay for:82  

a. an element that has not been ordered (persuasive evidence of agreement exists) 

b. an element for which full use has not been realized (delivery)  

c. an element for which price adjustments or other modifications are expected (fixed or 

determinable fee) 

Under the collectability criterion, SOP 97-2 requires revenue deferral if elements of contract 

have been delivered but are subject to forfeiture, refund or other concession. It should also 

be considered, whether software license contract specifies customer acceptance 

requirements, default or damage provisions, due date for element delivery etc.83 

 2.1.1.4	Multiple	elements	contract	and	Revenue	Allocation 
 

Software licenses, software itself and related services are rarely sold on a stand-alone basis.84 

It is rather a software license (or subscription) bundled into an arrangement containing future 

deliverables than a straightforward purchase of current product version.85 Hence, software 

vendors still have ongoing obligations after software delivery.86 A multiple-element 

arrangement is therefore understood as any combination of additional software deliverables, 

services or post-contract customer support.87  Customer contracts may include e.g. additional 

software products, software modifications, custom development, upgrades and 

enhancements, PCS, training or maintenance services which SOP 97-2 §09 defines as 

                                                
80	SOP	97-2,	§	27-29	
81	Morris,	J.		(2001):	Software	Industry	Accounting,	Ch.4,	p.4-11	
82	Ibid,	p.4-11	
83	Ibid,	p.4-11	
84	PWC	(2008):	A	Shifting	Software	Revenue	Recognition	Landscape?;	p.	10	
85	Morris,	J.		(2001):	Software	Industry	Accounting,	Ch.4,	p.4-1	
86	Ibid,	p.	4-1	
87	Ibid,	p.4-26	
				SOP	97-2,	§34	
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multiple software deliverables or multiple elements (and which by their definition have not 

been sold yet upon time of contract conclusion).88 Vendor may also provide customer with 

the right to exchange or return software and right of platform transfer.89 All the named 

deliverables are essential to the customer and the vendor must deliver those in order to be 

paid by his customer and fulfill contract obligations.90 

 

Considering upgrades and enhancements (both terms used interchangeably) as an 

improvement to an existing product intended to improve the functionality and performance 

of the original product, SOP 97-2 §36 differentiates between specified and unspecified 

upgrades/enhancements for revenue recognition purposes. If evidenced by a specific 

agreement, commitment or vendor’s established business practice, we talk about additional 

software deliverable element in form of a specified upgrade/enhancement.91  It generally 

allows customer to exercise his/hers right of an upgrade to a newer version of the software 

product for a lower fee than a brand new license for the new version or that vendor will 

deliver a product with specific features and functionality.92 As opposed, vendor may also 

provide unspecified upgrade rights to products introduced over time, not specifying 

functionality of features as they may not be known yet (such as the free iPhone or iMac 

software upgrade from Apple Inc.).93 Upgrade, provided on a when-and-if-available basis94 

introduced by SOP 97-2 is generally treated as post contract customer service PCS (see below 

subtopic 2.1.1.5 PCS). 

 

Two questions now arise for vendors after contract inception including bundled arrangement 

sales:  

                                                
88	SOP	97-2,	§09	
				Morris,	J.	(2001):	Software	Industry	Accounting,	Ch.4,	p.4-1	
				PWC	(2008):	A	Shifting	Software	Revenue	Recognition	Landscape?,	p.	10	
89	SOP	97-2,	§	35-37	
90	PWC	(2010):	A	Shifting	Software	Revenue	Recognition	Landscape.	Insights	on	Potential	Impacts	of	the	
Proposed	Revenue	Model	on	Current	US	GAAP;	p.4	
91	SOP	97-2,	§36	
92	Morris,	J.	(2001):	Software	Industry	Accounting,	Ch.4,	p.4-33;	4-37	
93	Ibid,	p.	4-37	
94	According	to	SOP	97-2,	Glossary:	An	arrangement	whereby	a	vendor	agrees	to	deliver	software	only	when	
or	if	it	becomes	deliverable	while	the	arrangement	is	in	effect.	When-and-if-available	is	an	industry	term	that	
is	commonly	used	to	describe	a	broad	range	of	contractual	commitment.	The	use	of	the	term	when-and-if-
available	within	an	arrangement	should	not	lead	to	a	presumption	that	an	obligation	does	not	exist.	
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1. How to allocate contract revenue among all these elements? 

2. How to allocate revenue among accounting periods, since  elements are frequently 

not delivered all at the same time?  

SOP 97-2 introduces the term vendor-specific-objective-evidence (VSOE) for the purpose of 

revenue allocation to each element. It is a revenue recognition method focusing on fair value 

(FV) of individual elements as if the element (upgrade, right to platform transfer etc.) have 

been sold separately. VSOE of fair value is a highly complex term for software sales and 

exists only if the element can be sold separately (therefore has a sales value) or if not yet sold 

separately, the price may be estimated by management having relevant authority.95  

VSOE of fair value gives companies the possibility to proportionally allocate the 

arrangement revenue to each element according to its FV.  Thus, vendors selling multi-item 

contracts have the possibility to recognize revenue at the moment of delivery of one specific 

part of the bundled elements contract if VSOE of FV is available, the remaining revenue 

deferred until elements are delivered. If item is not sold separately and therefore its VSOE 

of fair value can not be quantified, vendor shall not recognize any revenue (even for the items 

delivered) for as long as there are undelivered elements for which VSOE of fair value does 

not exist until all elements are delivered. According to SOP 97-2 §12, if separate VSOE of 

FV for undelivered elements is impossible to assess, all contract revenue should be deferred 

until:96 

 
 

It is also possible to use the residual method for revenue allocation, meaning that if FV of all 

undelivered elements are known, we can calculate the price of the delivered elements. For an 

example of  hardware plus software transaction revenue allocation principle according to 

VSOE of fair value (or other method allowed under the upcoming ASC 606, please see 

Chapter 3 – 3.3.2.2 iPhone Individual Sales).  

                                                
95	SOP	97-2,	§09	
96	SOP	97-2,	§12	

1. •Such VSOE exists or

2. •All elements have been delivered
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Multiple elements part of SOP 97-2 also discusses how to account for revenues if 

arrangement contains rights to exchange or return software. This “exchange accounting” 

guidance will, however, not be dealt with furthermore and may be found in §50-55 of SOP 

97-2.   

2.1.1.5.	Post	–	contract	customer	support	PCS	

Most software vendors frequently offer post-contract customer support (PCS) in from of 

post-delivery telephone support, bugs correction or unspecified upgrades/enhancements 

developed over the period while PCS is in place, excluding “shrink-wrapped” products.97 

Even if not separately stated in the arrangement but vendor has historical pattern of providing 

PCS, one must consider PCS as a separate element impacting revenue recognition.98 This 

becomes even more important when following the ASC 606 requirements. 

For revenue recognition purposes, the vendor must “unbundle” the arrangement into separate 

elements and allocate the total contract fee according to VSOE of fair value to all elements, 

including PCS. Its fair value would be the price that a customer has to pay to acquire PCS 

separately, that is, the renewal rate, as stated by SOP 97-2 §57. Revenue allocated to PCS is 

then recognized ratably over the term of PCS (as it is expected that PCS services are provided 

ratably).99  

PCS falls into the category of multiple elements arrangements where SOP 97-2 requires 

revenue deferral if VSOE of fair value of any undelivered elements is unavailable. There are, 

however two exception according to SOP 97-2, §12, which are: 100 

                                                
97	Morris,	J.	(2001):	Software	Industry	Accounting,	Ch.4,	p.4-41;	p.4-42	
				SOP	97-2,	§61	
98	SOP	97-2,	§56	
99	SOP	97-2,	§57;	Exceptions	apply	–	Since	“revenue	should	be	recognized	over	the	period	of	the	PCS	
arrangement	in	proportion	to	the	amounts	expected	to	be	charged	to	expense	for	the	PCS	services	rendered	
during	the	period	if”	sufficient	VSOE	is	provided	that	costs	related	to	PCS	provision	occur	on	other	than	
straight-line	basis	and	the	vendor	believed	costs	related	to	PCS	provision	will	follow	this	pattern.	
100	SOP	97-2,	§12	
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a. if PCS is the only undelivered item from a multi-element bundled contract, the entire 

fee should be recognized ratably – over the contractual PCS period or the period 

during which PCS is expected to be provided.101 

b. If the arrangement is in substance a subscription (please refer to subtopic 2.1.1.6 

Subscription Accounting below), the entire fee should be recognized ratably. 

Example: Let us consider a software product sold for 100$ including a one year free PCS. 

The annual renewal rate for PCS is 20$. Since it is possible to estimate the stand-alone selling 

price of PCS, using the residual method, 80$ from all 100$ will be recognized upon delivery 

of software and the 20$ will be recognized over the one-year service period. If the renewal 

rate of PCS would not be available, all revenue would be recognized ratably over the period 

of one year. If it was another type of bundled component than PCS that remains undelivered 

and without VSOE, all contract revenue would be referred until all elements are delivered.  

Numerous useful interpretations and examples may be found in Morris (2001): Software 

Industry Accounting, Chapter 4.5 Postcontract Customer Support.  

2.1.1.6	Subscription	accounting			

Revenue recognition as an accounting process of acknowledging company’s revenues and 

expenses can be tricky especially in case of software industries due to economic and technical 

characteristics. Software, Software-as-a-Service (SaaS) and magazine publishing industries 

often use subscription type of sales contracts with their customers.102 The nature of 

subscription business model lies in the principle of customer paying a subscription fee usually 

at the beginning of the business contract in return of a series of product/service delivery each 

week/month. For example, a magazine publisher sells an annual magazine subscription 

consisting of 12 magazine issues to a customer for $12. Publisher usually does receive the 

payment at the beginning of the subscription period and reports cash received but does not 

recognize revenue straightaway.103 Publisher has sold a subscription to customer but will 

account for a proportional revenue part after each issue was delivered – after each month, $1 

                                                
101	SOP	97-2,	§58	
102	Palepu,	Healy	(2013):	Business	Analysis	&	Valuation,	Ch	3	Overview	of	Accounting	Analysis;,	p.	4-50	
103	Ibid;,	p.	4-51	
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will be transferred to revenues and $1 will be deducted from deferred revenue. The rest will 

be deferred to liability account “deferred” or “unearned” revenue.104  The reason for revenue 

deferral is the nature of widely used accrual accounting which considers the period when 

revenue has been earned, not only the payment received (as opposed to cash accounting 

methods).  

Similar to the subscription business model accounting, there is a specific situation stated in 

SOP 97-2 that leads to subscription-based revenue recognition.  If the only undelivered 

element is an upgrade promised on a when-and-if-available basis, the whole contract fee 

revenue is then recognized ratably over the estimated useful economic life of the product. 

This accounting policy is referred to as subscription accounting as well. 

Subscription accounting may cause issues especially when sales rise too steep, as it happened 

in case of Apple’s iPhones sales in 2008. Many technology and software companies were 

having trouble with accounting for bundled components when they were essential to 

functionality of the product.105  Vendor then reports just a fraction of actual revenue earned 

in given period, as the rest needs to be deferred since sales arrangements include undelivered 

deliverables with missing VSOE of fair value. 

Subscription model is gaining popularity across many different businesses - B2C and B2B, 

in order to extend customer relations by supplementary services, smooth revenue growth, 

enter the marking with innovative services or products. Following transactions could be 

characterized as a subscription model with usage of subscription accounting principles: a 

service contract purchased for an electronic device, a maintenance or support contract for a 

complex task, research database/software application utilization rights, committing to 

providing unspecified future products or upgrades, concession to the customer. 106 

 

                                                
104	Ibid,	p.	4-51	
105	Ibid,	p.4-50	
106	Wood,	D	(2008):	Is	a	Subscription	Accounting	Model	Right	for	You?;	p.	1	
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2.1.2	ASC	985-605	Software	Revenue	Recognition	

Numerous amendments followed SOP 97-2 after its issuance in 1997 – first an Exposure 

Draft followed by SOP 98-4 and SOP 98-9 Modification of SOP 97-2, Software Revenue 

Recognition, with Respect to Certain Transactions.107 In 2009, SOP 97-2 with its 

amendments, and TPAs were codified in ASC 985-605 (Software) which provide revenue 

recognition guidance for US GAAP reporting entities until transition to ASC 606 after the 

financial year of 2016, or 2017 for private entities.108 

With software industry constantly evolving, the number of vendors falling into the scope of 

ASC 605 increased as well since ASC 605, similar to SOP 97-2, applies to vendors selling 

or otherwise marketing products, where software is more than incidental to given product or 

service. ASC 605 does not, however, apply to tangible products that contain software that 

functions together with non-software deliverables to provide tangible product’s essential 

functionality.109  

What new concepts did ASC 605 introduce to software industry revenue recognition? One 

of the leading differences that ASC 605 introduced relates to contracts with bundled 

elements, a common sight in the software industry. SOP 97-2 required that any missing 

VSOE of fair value for an undelivered element of a contract (e.g. unspecified upgrade) led to 

revenue deferral for all elements with ratable recognition. It was the major technological 

companies that lobbied at FASB to change the rules, as many bundled elements were never 

sold separately and therefore, VSOE of fair value was impossible to assign to these elements. 

Apple, Oracle, IBM, Hewlett-Packard and 27 other giants in technology industry sent in 

comments to FASB in order to explain the in-transparency that this rule is causing to 

investors, as significant part of revenues is deferred.110 FASB ruled in favor of industry 

practice and allowed other methods for bundled elements value estimation in ASC 605-20 

                                                
107	Morris,	J.	(2001):	Software	Industry	Accounting,	Ch.2;	p.2-32	
					Exposure	Draft	entitled	Deferral	of	the	Effective	Date	of	Certain	Provisions	of	SOP	97-2,	Software	Revenue	
Recognition	for	Certain	Transactions	
108	Grant	Thornton	(2014):	A	Shift	in	the	Top	Line.	A	New	Global	Standard	on	Accounting	for	Revenue,	p.2	
109	As	amended	by	ASU	2009-14	§4	
110	Foster	School	of	Business		(2010):	Apple	Inc.	The	iPhone’s	Revenue	Bomb;	p.4	
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Multiple Elements Agreements, which allows most of the revenues to be recognized at the 

point of sale, as described below.111   

Since multiple elements arrangements, even though so frequent in software industry, have 

complicated revenue recognition accounting framework under US GAAP to follow 

(compared to no specific industry guidance under IFRS),  the ASC 605-20 Multiple Elements 

Arrangements standard provides detailed guidance especially on stand-alone selling price  

estimation of separate elements. This standards does not provide guidance on revenue 

recognition per se but does provide guidance on determining the units of accounting and  

allocating the revenue to separate units of accounting (elements).   

 

ASC 605-20 introduces a hierarchy to methods of stand-alone selling price calculation and 

revenue allocation. On the first level, it does require establishment of VSOE of each 

elements, as if the element was sold separately, or if not yet sold separately, the price 

estimated by management having the relevant authority. If VSOE is not directly deductible, 

vendor may consider prices charged for “largely interchangeable elements” sold by vendor 

or competition on the second level. If VSOE determination is still not possible, vendor may 

use his best estimate, taking into account market conditions and entity-specific factors. This 

change has basically eliminated the need of subscription accounting for technological 

companies if VSOE of fair value of some undelivered elements was indeterminable.    

When it comes to arrangements with resellers, ASC 605 suggests consideration of different 

factors when deciding whether fee is fixed or determinable. A situation, where a fee would 

not be considered fixed or determinable is when the reseller is undercapitalized and new to 

the market and needs to wait for the customer’s cash collected in order to honor its 

commitment to software vendor, reseller’s business history indicates, that sales are largely 

dependent on reseller’s success in distribution of product units.112  If one of the above named 

factors applies to given reseller agreement, software vendor should recognize revenue  more 

                                                
111	Ibid,	p.4	
112Ibid;	p.12	
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precautious - on a sell-through basis, that means in the moment when sales are made by the 

reseller.113  

ASC 605 also identifies extended or advance payment terms as preclusion of revenue 

recognition, since this leads to presumption that the transaction fee is not fixed nor 

determinable as vendor may need to grant a price concession to customer over time or if 

significant portion of the fee is due in more than 12 months, the effect of time value of money 

comes in place.114 This approach is significantly amended by the new standard ASC 606. 

In order to account for services such as installation and training, commonly used in corporate 

cloud offerings, those may be accounted for as separate units of accounting according to ASC 

605 if VSOE of fair value exists, the services do not provide signification production, 

modification or customization of software, services are not essential to functionality of any 

other element of the contract and affect the total price of the contract. If these criteria are met, 

software vendor may attribute a relative portion of arrangement revenue to services and 

recognize this on a straight-line basis or according to a discernible pattern.115 

Sometimes vendors offer services that include significant production, modification or 

customization of the software, in order to adjust the software to customer’s needs. According 

to ASC 605, vendor should apply contract accounting revenue recognition following the ASC 

605-35 Contract Accounting guidance, which allows percentage-of-completion method 

using e.g. labor hours or units delivered or the completed-contract method for such 

arrangements.116 

2.2. US	GAAP	vs.	IFRS	approach	

Under IFRS financial reporting framework, there is no specific guidance on revenue 

recognition of software arrangements so the overall standard  IAS 18 Revenue would apply 

to software industry as well. In general, US GAAP financial reporting framework is 

considered to be more “rules-based” than IFRS guidance and to a significant extent stricter 

                                                
113	Deloitte	(2011):	Software	Revenue	Recognition.	A	Roadmap	to	Applying	ASC	985-605;	p.12	
114	KPMG	(2016):	Revenue	for	Software	and	SaaS	Industry.	US	GAAP.	The	New	Standards	Effective	Date	Is	
Coming;	p.11	
115	Deloitte	(2011):	Software	Revenue	Recognition.	A	Roadmap	to	Applying	ASC	985-605;	p.23-24	
116	Ibid;	p.25-26	
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as well, as it in many cases requires revenue deferral. Companies reporting in IFRS may 

therefore seek guidance or inspiration in US GAAP regulation when determining appropriate 

accounting policies.117 Vendor’s compliance with US GAAP guidance, however, does not 

necessarily ensure compliance with IFRS as well.118  

When walking through each step of US GAAP 4-step model of revenue recognition criteria 

and subtopics related to software industry specifics, differences may be identified. Under 

IFRS, vendors have more room for judgement to assess probability of future economic 

benefits and its measurement.  Concerning the revenue recognition process as a whole, IAS18 

states that „Revenue is recognized when it is possible that future economic benefits will flow 

to the entity and those benefits can be measured reliably.“119  

One of the steps for revenue recognition under US GAAP is the fee being fixed. According 

to IFRS, entities that are not able to reliably measure the variable consideration of an 

arrangement mostly wait the revenue recognition until uncertainty is removed or payment 

received.120 Concerning collectability, vendors reporting under IFRS defer revenue until cash 

is collected, when in doubt if it is probable that economic benefits will flow to the entity.121  

As to multiple elements contracts, US GAAP provides detailed guidance on how to account 

for separate bundled arrangement elements such as unspecified or specified 

upgrades/enhancements or maintenance and issued besides ASC 605 a fully separate 

standard supplement ASC 605-25 Multiple-Element Arrangements. Many IFRS reporting 

software vendors seek guidance in US GAAP requirements given the limited application 

guidance in IFRS.122 IFRS indicates in IAS 18 §13 that „in certain circumstances, it is 

necessary to apply the recognition criteria to the separately identifiable components of a 

single transaction in order to reflect the substance of the transaction.“, meaning that revenue 

                                                
117	Deloitte	(2011:	Software	Revenue	Recognition.	A	Roadmap	to	Applying	ASC	985-605,	p.3	
118	PWC	(2008):	A	Shifting	Software	Revenue	Recognition	Landscape?	p.17	
119	IAS	18	Revenues	
120	PWC	(2008):	A	Shifting	Software	Revenue	Recognition	Landscape?,	p.18	
121	EY	(2015):	The	New	Revenue	Recognition	Standard.	Software	and	Cloud	Services;	p.8	
122	Ibid,	p.11	
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may be accounted for separate elements but does not provide additional guidance on how to 

do so.123  

To conclude, IFRS applies a lower threshold for element evidence (IAS 18 Appendix §11 

briefly mentions “identifiable amount of subsequent servicing”) compared to VSOE of fair 

value in US GAAP and allows entities to either combine PCS and software license into one 

element or account for them separately.124IAS 18.IE19 also allows vendors to combine PCS 

and software into one single component and allows cost-based estimates of PCS elements, 

which is by nature quite difficult in software industry. 

2.3		 New	Converged	Standards	ASC	606/IFRS	15	

In May 2014, FASB (issuing US GAAP standards) and IASB (issuing IFRS standards) 

jointly issued a single, largely converged revenue recognition model superseding most 

current US GAAP and IFRS standards on revenues – IFRS 15 and ASC 606 called “Revenue 

from Contracts with Customers”.125 IASB and FASB set the effective date for nonpublic 

companies for annual periods beginning on or after the 1st of January 2018 and December 

2017, respectively. Early adoption is permitted for annual reporting periods beginning after 

December 15, 2016.   

Both standards keep the same agreed revenue recognition model for entities entering into 

contracts with their customers to provide goods or services and differ only in minor subjects, 

none of these directly relevant for software industry nor case study in chapter 3.126 For 

updated discussion and information on ASC 606/ IFRS 15 differences, please see the 

KPMG’s IFRS Institute website.127  

                                                
123	IAS	18	§13	
124	IAS	18	§11	
125	Deloitte	(2011:	Software	Revenue	Recognition.	A	Roadmap	to	Applying	ASC	985-605,	p.4	
				The	final	standard	followed	a	jointly	issued	revised	exposure	draft	from	November	2011	introducing	a			
comprehensive	5-step	model	for	revenue	recognition.		
126	KPMG	(2017):	Revenue.	Top	10	Differences	between	IFRS	15	and	ASC	606;		online	at:	http://www.kpmg-
institutes.com/institutes/ifrs-institute/articles/2017/01/top-10-differences-between-ifrs-15-and-asc-topic-
606.html	
127KPMG	Institutes;	available	on:	http://www.kpmg-institutes.com		
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Companies currently falling within the scope of the largely prescriptive ASC 605 will need 

to adjust its revenue recognition to a model that aims at better portraying of the underlying 

nature of transactions and will be applicable across all industries.128  The new revenue 

recognition standard will significantly impact industries, where extensive industry-specific 

guidance is in place, such as software industry for instance. In general, ASC 606/IFRS 15 

will definitely  require more judgement exercised than ASC 605 as it is more principle-based 

(compared to generally rules-based US GAAPs). For this reason, the boards have created a 

Joint Transition Resource Group for Revenue Recognition (TRG) to discuss additional 

guidance or issues raised by stakeholders, it is highly recommended for software vendors to 

follow TRG discussions, despite its non-authoritative character.129 

With the clock to standard adoption clicking, PWC conducted a survey across industries 

concerning readiness and expectations of what ASC606/IFRS 15 may bring to entities. It 

seems that software companies expect to be extensively impacted by the new standard 

concerning accounting changes - 94% of software entities responded they expect an extensive 

impact, compared to overall cross-industry survey result of 22% expecting some to intensive 

accounting policies changes.130 It also turns out, that software companies are expecting 

difficulties with timing of revenues and variable consideration in the implementation period, 

in a larger extent than in other industries (please refer to Figure 9 in Appendix) 

The core of the ASC 606/IFRS 15 single-source for revenue requirements for all entities is 

that “an entity will recognize revenue at an amount that reflects the consideration to which 

the entity expects to be entitled in exchange for transferring promised goods or services to a 

customer.”131 The new standard introduces a five-step comprehensive model of revenue 

                                                
128	PWC	(2010):	A	Shifting	Software	Revenue	Recognition	Landscape.	Insights	on	Potential	Impacts	of	the	
Proposed	Revenue	Model	on	Current	US	GAAP;	p.	1	
129	EY	(2015):	The	New	Revenue	Recognition	Standard.	Software	and	Cloud	Services;	p.2	
			AICPA	established	an	industry	task	force,	in	order	to	cooperate	on	Accounting	Guide	development.	
130	PWC	(2016):	2016	Revenue	Recognition	Survey.		
Online	at::		http://www.pwc.com/us/en/audit-assurance-services/accounting-advisory/revenue-recognition-
survey/data-explorer.html?1840117	Accessed	on	2.5.2017	
131	EY	(2015):	The	New	Revenue	Recognition	Standard.	Software	and	Cloud	Services;	p.5	
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recognition accounting treatment arising from contracts with customers, each of the steps 

explained below:132 

 

2.3.1	Identify	The	Contract	with	Customer	

As to the contract with customers, under ASC 605, software vendor needed to prove that 

persuasive evidence of an arrangement exists according to company’s customary business 

practice (mostly via a written contract or electronic authorization). With the new standard, 

software vendors may account for the arrangement irrespective of the form (may it be written 

or oral) as soon as this “contract” is legally enforceable (which may differ across jurisdictions 

as well).133 A contract is considered legally enforceable, if the contract has a commercial 

substance and rights to goods/services and payment terms can be identified, the consideration 

the entity expects to be entitled to is probable of collection and the contract is approved, with 

both parties committed to their obligations.134 

Hence, vendors are expected to take into account the “substance over form” principle 

meaning that for some, enforceable rights and obligations may exist in the moment of 

performance beginning and for other, at the moment of contract signing by both parties.135 

Identification of customer contract has become less prescriptive than under ASC 606 and 

                                                
132	Ibid,	p.5	
133	Ibid,	p.6	
134	KPMG	(2016):	Revenue	for	Software	and	SaaS	Industry.	US	GAAP.	The	New	Standards	Effective	Date	Is	
Coming;	p.14	
135	Ibid,	p.6-7	
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hopes to eliminate cases where revenue is not recognized due to administrative delays, for 

example until the contract is delivered to the other party for signature.136 

Practices may differ among industries and individual software businesses but vendors must 

definitely have a complete understanding of implicit and explicit obligations resulting from 

an arrangement and clearly understand which contract evidence will be sufficient to cover 

those, in order to mitigate customer disputes over vendor’s obligations.137 On the other hand, 

ASC 606 allows vendors to be more flexible in their contracting forms.138 

Consequently, the new standard will also require more robust documentation to support the 

enforceability of a contract (in case it is not a proper contract signed by both sides) and most 

probably adjustments to vendor’s processes.139 In addition, it is likely that vendors will tend 

to more frequent contract combination or segmentation according to interdependency of 

individual obligation prices in order to properly reflect the nature of transaction.140 The new 

standards will require combination of contracts with the same customer entered into at around 

the same time and the contracts are negotiated as a package with one aim or if goods/services 

promised in the contracts form one single performance obligation.141 

2.3.2	Identify	the	Performance	Obligations	in	the	Contract	

What drives revenue in software sales the most is the software license itself provided by a 

vendor, most commonly accompanied by additional side-products or services.142 US GAAP 

software revenue framework provided precise guidance on multiple elements arrangements. 

SOP 97-2 and ASC 605 discussed software customization, upgrades, PCS or installation 

                                                
136	PWC	(2010):	A	Shifting	Software	Revenue	Recognition	Landscape.	Insights	on	Potential	Impacts	of	the	
Proposed	Revenue	Model	on	Current	US	GAAP;	p.3	
137	Ibid;	p.3	
138	Ibid,	p.3	
139	EY	(2015):	The	New	Revenue	Recognition	Standard.	Software	and	Cloud	Services;	p.7	
140	Ibid,	p.	3	
			Indicators	of	multiple	contracts	having	interdependent	pricing	may	be	–	a.	contracts	entered	into	around	
the	same	time;	b.	contracts	negotiated	as	a	package	having	one	simple	commercial	aim;	c.	contracts	
performed	concurrently	
141	KPMG	(2016):	Revenue	for	Software	and	SaaS	Industry.	US	GAAP.	The	New	Standards	Effective	Date	Is	
Coming;	p.9	
142	PWC	(2010):	A	Shifting	Software	Revenue	Recognition	Landscape.	Insights	on	Potential	Impacts	of	the	
Proposed	Revenue	Model	on	Current	US	GAAP;	p	8	
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services in depth. Most of these deliverables, or elements will under ASC 606 fall into the 

category of “performance obligations”.143 These are all revenue-driving elements of an 

arrangement, units of account for revenue recognition, promised (bundles) of goods or 

services in other words, as defined by practice developed over time.144 Revenue-producing 

activities are not specified neither in SOP 97-2 nor ASC 605 but turn into performance 

obligations in ASC 606. 

To correctly recognize revenue, software vendor will now need to identify all performance 

obligations resulting from a customer contract (even those that under previous guidance were 

not considered as elements) and recognize revenue for each obligation separately.145 

Performance obligations do not have to be legally enforceable, they exist if the customer has 

a valid expectation that specified goods/services will be delivered to him/her (e.g. if vendor 

provides its electric appliances with one software upgrade per year, it does not have to be 

explicitly stated in the contract for the customer to expect to receive this update once he 

purchases the appliance).146  

To be able to account for performance obligations separately, the goods/services must be 

separable from other arrangement obligations within the contract in accordance with IFRS 

15 §27  (the distinction criterion – meaning that the customer is able to use the good/service 

on its own or with other readily available resource and obligation promises are separately 

identifiable from each other).147 An exception applies to a series of distinct performance 

obligations that are substantially the same with the same pattern of transfer to the customer 

– this is considered to be just one performance obligation.148 

                                                
143	Ibid;	p	5	
144	EY	(2015):	The	New	Revenue	Recognition	Standard.	Software	and	Cloud	Services;10	
145	PWC	(2010):	A	Shifting	Software	Revenue	Recognition	Landscape.	Insights	on	Potential	Impacts	of	the	
Proposed	Revenue	Model	on	Current	US	GAAP;	p	4	
			Example	of	possible	performance	obligations	previously	not	considered	as	deliverables	–	warranty,	
promise	to	defend	patents,	promise	to	provide	an	annual	development	plan.	
146	KPMG	(2016):	Revenue	for	Software	and	SaaS	Industry.	US	GAAP.	The	New	Standards	Effective	Date	Is	
Coming;	p.14	
147	PWC	(2010):	A	Shifting	Software	Revenue	Recognition	Landscape.	Insights	on	Potential	Impacts	of	the	
Proposed	Revenue	Model	on	Current	US	GAAP;,	p.10	
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Example 1: If a software license offers promised functionality (for a limited amount of time) 

to the customer without significant modification or future upgrades, this software package is 

distinct.  

Example 2: Let us consider the above mentioned software license as essential and highly 

influential to functionality of a tangible good which leads to customer not being able to 

benefit from the software license on its own. The license, therefore, is not distinct from this 

tangible good and tangible product plus the license will be accounted for as one performance 

obligation. 

Also, if a software license requires highly interconnected additional services and 

modifications, the license and the software form one single performance obligation.149 

Antivirus software licenses are a perfect example for non-separable obligations, as they rarely 

function at its best without frequent updates from software developer. Hence, the license and 

subsequent services constitute one single performance obligation for the vendor.150 

Compared to SOP 97-2, ASC 606 does not directly state PCS as a separate obligation, an 

entity may, however, identify for example the promise of unspecified future upgrades and 

enhancements or telephone support as one, if sufficient evidence is provided that services are 

distinct from the software license. If PCS is defined as a separate obligation, this may in 

many cases accelerate revenue recognition for software licenses in opposition to ASC 605 

since the old standard allows separation of PCS only when VSOE for PCS exists.151  

Quite an optimistic change compared to ASC 605 is introduced concerning specified 

upgrades, which, if agreed and proved distinct, can now be separate performance obligation 

and a relevant portion of revenue will be deferred until specified upgrade is provided, as 

opposed to frequently  non-existent VSOE of FV for specified yet-non-delivered upgrade 

resulting in revenue deferral of full arrangement amount applicable under ASC 605.152  
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150	Ibid,	p.11	
151	KPMG	(2016):	Revenue	for	Software	and	SaaS	Industry.	US	GAAP.	The	New	Standards	Effective	Date	Is	
Coming;	p.3	
152	Ibid,	p.13	
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2.3.3	Determine	the	Transaction	Price	&	Allocate	the	Transaction	Price	to	the	Performance	
Obligations		

Even when determining the transaction price, entities may need to exercise a significant 

portion of judgement, much more than under ASC 605. In order to properly present the 

amount the entity is entitled to under the ongoing contract (which may differ from contractual 

amount), the price of an arrangement should include measurements of any variable 

considerations (discounts, rebates, price concessions), effects of financing components ( for 

example the time value of money), the fair-value of any non-cash consideration or any 

consideration paid or payable to customer.153 This should be done at contract inception. 

Especially estimating variable considerations and updating the result at each reporting date 

for any changes represents a significant change from current US GAAP practice.154 Having 

said that, it is important to keep in mind that the stand-alone selling price does not have equal 

the transaction price as well.155 

ASC 606 does not require all obligations to be explicitly stated in the contract, as vendors 

historical practice also plays an essential role in customer’s expectation. If customer has a 

credible expectation, the obligation is implied by vendor’s business practice.156 The question 

that emerges after identifying all performance obligations and determination of contract 

price, how should the vendor allocate the transaction price to these individual obligations?  

Ideally, all revenue should be distributed proportionally according to stand-alone prices of 

separate obligations. ASC 606 allows vendors to estimate the selling price even if elements 

are not sold on a stand-alone basis.157 The pro-rata portion of revenue would be then 

recognized upon delivery of each performance obligation.158 ASC 606/IFRS 15 does not 

prescribe VSOE nor any other method, as long as the reasoning is well supported and vendor 

is consistent in similar situations (ASC 606 offers methods such as adjusted market 
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assessment, expected cost plus a margin or residual method). This constitutes quite a change 

for US GAAP reporting entities, since ASC 605-25 Multiple-Elements Arrangements 

introduced a method hierarchy as follows, with highest priority for VSOE estimation: 

 

Additionally, vendors could also consider percentage increase of functionality after an 

update/upgrade compared to value of the initial license or frequency of updates/upgrades.159 

Deferring all arrangement’s revenue without proper VSOE of FV of all undelivered elements 

and its following ratable amortization, as currently applicable under ASC 605, will therefore 

no longer be applicable.  

It is expected, as suggested by PWC, that the new revenue recognition guidance will lead to 

changes in contracting practice, such as vendors grouping their obligations into categories – 

e.g. true performance obligations, passive obligations, administrative obligations, legal 

obligations etc., in order to ease the following tracking of each obligation group.160 In case 

that a non-key or administrative obligation turns into a revenue-driver, vendor should 

consider if it is worth keeping the obligation in the future contracts compared to the effort 

needed for individual selling price estimation.161 

2.3.4	Recognize	Revenue	when	(or	as)	the	Entity	Satisfies	Each	Performance	Obligation	

According to ASC 606/IFRS 15, the vendor may recognize revenue after transfer of control 

of the contracted good/service to the customer, the control being the possibility of direct use 

of software license. Control also refers to “the ability to prevent others from directing the use 

of, and receiving the benefit from purchased good or service”.162 

Compared to ASC 605, the new standard introduces the terms revenue recognition over time 

(deferred recognition with regular amortization) and recognition at a point in time. For 

revenue recognition purposes over time or at a point in time, ASC 606 distinguishes between 
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the right to access and the right to use a software license. The determinant for performance 

obligation satisfaction as a right to access resulting in performance obligation satisfied over 

time, one of the following criteria must be met:163  

- The customer subsequently receives and consumes the benefits as the entity performs 

- The entity’s performance creates or enhances an asset that the customer controls  

- The entity’s performance does not create an asset with an alternative use to the entity, 

and the entity has an enforceable right to payment for performance completed to date.  

If any of the above mentioned criteria are met, obligation is satisfied over time meaning that 

vendor will recognize revenue over time using a selected measurement method.164 

Control transfer of promised good/service at a point in time is indicated by one of the 

following factors – the customer has a present obligation to pay, customer physically 

possesses the software or has a legal title, customer obtained risks and rewards of ownership 

and accepted the asset.165 If any of these indicators are fulfilled, vendor may consider the 

control of promised good/service to be transferred to customer and shall recognize 

arrangement revenue at the point in time. 

2.3.5	Cloud	and	SaaS	Services		

Cloud arrangements do not have a specific accounting guidance and vendors follow the 

standards applicable to other software product sales. In cloud arrangements, customers obtain 

the right to use the software but do not possess the server itself and functionality amendment 

rights stay with the developer or owner of intellectual property rights. The customer most 

frequently receives additional services as well, such as implementation, data migration, 

business processing mapping, training etc. which creates a hybrid SaaS/Cloud 

arrangement.166  
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The most difficult part of cloud arrangement accounting treatment under ASC 606 will be 

the performance obligation identification. For this purpose, the vendor must make sure he 

distinguishes  properly whether he is providing a software license as a separate performance 

obligation from the hosting service or rather a service as a whole, meaning that license and 

hosting services together form just  one single inseparable performance obligation.167 If the 

customer is not able to benefit from the license on its own without additional services 

provided, ASC 606/ IFRS 15 §27 identifies both the license and services to be one 

performance obligation and not distinct.168 

If the cloud contract is identified as a service transaction towards the customer, ASC 605 

currently requires to recognize the transaction price ratably over the term of the agreement. 

The difference that the new standard may bring to cloud software providers is the necessity 

of uncertainty consideration when measuring the total arrangement consideration.169 As a 

result, it will be easier to account for cloud services with a fixed-fee contracted price than a 

usage-based fee which will require an estimation of usage at the contract prices.170 

2.3.6	Distribution	Arrangements		

ASC 606/IFRS 15 could also change the practice for entities that sell their products through 

distributors or resellers (collectively referred to in this section as resellers). It is common in 

the software industry for entities to provide resellers with greater rights than end-customers 

in order to maintain a mutually beneficial relationship and maximize future sales through the 

reseller. For example, an entity may provide a reseller with price protection (that is granting 

a price concession) and extended rights of return in case the distributor or reseller is unable 

of selling those.171 

Under current ASC 605, most vendors recognize revenue upon sell-through of their software 

to end-customer since the granting of price concessions or accepting product returns opposes 
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the revenue recognition criterion of fixed and determinable software sale fees.172  

Under the new standard, the distributor’s or reseller’s arrangement would be accounted for 

including a variable consideration upon contract conclusion. This means, the software vendor 

will need to estimate the number of units which may be returned from the distributor or 

reseller  and the price concession for these units so that the total amount of consideration 

vendor is entitled to can be determined.173 This amount will be recognized after control of 

the good/service transfers to the reseller.174 Hence, new standard will not impact the timing 

of the revenue but rather the amount and it will no longer be possible for software vendors 

to default to a sell-through method. 175 

2.3.7	Warranties	

When purchasing a product, a hardware with bundled software or software by itself, customer 

may have the option to purchase additional warranty, for example for bug fixes on a product 

for an extended period of time.176 This type of warranty providing customer with additional 

services other than the specified ones in the contract is referred to as a service-type warranty 

and will be accounted for under ASC 606 as separate performance obligation. As the nature 

of a warranty suggests, revenue for service-type warranties shall be recognized over the 

period additional warranty is agreed to.177 If the warranty is explicitly stated in the contract, 

this assurance-type warranty does not constitute a separate performance obligation under 

ASC 606.178 

2.3.8	Monitoring	Changes	in	Accounting	Practice	

The implementation of ASC 606/IFRS 15 will not just impact the amount and timing of the 
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revenues but requires significant adjustments in company accounting policies and processes 

as well. Since the fundamental idea of the standard is to a significant extent based on 

judgement, more than the revenue model applied under ASC 605, increased amount of time 

should be allocated to processes of judgements and estimations. In order to properly conduct 

estimates, software vendor’s employees will need to be trained properly concerning 

accounting and sales-related issues. Internal resources planning should therefore be done 

accordingly.179  

Changes in revenue recognition model will also need to be taken into account on a 

technological level and will result in electronic system environments and ERP amendments. 

Revenue recognition formulas will impact general ledgers, sub-ledgers and reporting 

packages. 180 

Last but not least, if the ASC 606/IFRS 15 introduces significant changes in vendor’s 

accounting practices, which to a large extent will be relevant for software and SaaS 

companies, the vendor  must consider the form of  communicating these changes to investors 

and stakeholders on financial markets, as required by  ASC 250-10 or IAS 8 Accounting 

Policies, Changes in Accounting Estimates and Errors for IFRS.181 Besides communication 

with financial markets, changes in revenue amount will need to be communicated 

considering covenants compliance as well.182  

In conclusion, ASC 606/IFRS 15 does not just mean time-consuming organizational and 

process changes but could also turn into new opportunities if vendor identifies the benefits 

the new standard could bring for software sales. 

2.4. Specific	Measures	in	Software	Industry	Financial	Reporting	

Numerous companies in software industry, such as Apple, Oracle or Nokia deferred a 

significant part of their revenue under SOP 97-2 due to free updates that they offered since it 

was impossible to estimate the VSOE of FV for these. To offer comparable results and to 
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conclude on company’s performance, all of mentioned companies reported not only US 

GAAP results but also non-GAAP revenues in that time. Latest joiner in non-GAAP 

reporting is Microsoft as a result of  its Windows 10 revenue deferral.183  

2.4.1	Non	–	GAAP	Financial	Measures		

Is has been becoming increasingly common that company’s reported earnings under selected 

accounting framework, such as US GAAP or IFRS are insufficient as to providing 

information on company‘s financial position and development or may be influenced by 

infrequent large transactions during given reporting period. In this case, a company can 

choose to voluntarily disclose so called non-GAAP financial measures – in Management‘s 

Discussion and Analysis (MD&A) or earnings analysis  - in order to more accurately reflect 

results of operation, its financial health or liquidity. 184 

Non-GAAP financial measure’s calculation is based on other methodology than the one in 

accordance with generally accepted accounting principle, therefore the name „non-GAAP“ 

– may it be US GAAP or IFRS.185 It is a numerical measure that includes or excludes amounts 

from the most comparable GAAP measure – such as  earnings before interest, taxes, 

depreciation and amortization EBITDA, free cash flow, disputable cash, fund from operation 

FFO, adjusted earnings per share, net debt etc.186 This adjusted measure then offers 

supplementary information  for users (issuers, investors, analysts) concerning past 

performance or possible future development and additional insight into the „core“ business 

by eliminating effects of unusual transactions. 187 It may also build a bridge between 

generally accepted accounting principles (US GAAP or IFRS) and industry specific 

operations. This is highly relevant for specifics of software contracts. 

When interpreting non-GAAP financial measures, it is necessary to keep in mind that these 

numbers are subjective. Meaning that despite being regulated, company and its management 
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is given a„ free hand“ as to calculation steps. Therefore, one should be careful when 

comparing those to similarly titled non-GAAP measures issued by other companies, even 

within the same industry. 188 

Unfortunately, research suggests that what was originally meant to increase insight into 

company’s core business is often used for manipulative purposes, such as meeting earnings 

benchmarks or management tendency to highlight better results (may it be included in GAAP 

or non-GAAP financial measures) – for more details please refer to Bhatttacharya 

R.,M.(2004) or Doyle et al. (2003). According to W.B.Elliot (2006), non GAAP results tend 

to be more value-relevant  and fulfill a valuation role.189  

It is often the case that especially missing information on how measures were determined 

and lacking consistency decrease the total value of disclosed non-GAAP financial measures. 

Issuers may enhance value added of issued non-GAAP financial measures for users by 

adopting the following principles, as suggested by PWC.190 Benchmarking measures to those 

used by others within industry and understanding which measures will be relevant for users 

(investors, analysts). Issuers should remain transparent and provide sufficient details on how 

non-GAAP measure was calculated, in order to raise its usefulness for users and also consider 

naming the measures reflective of its nature (stating the fact that the most comparable GAAP 

measure was adjusted directly in the name – e.g free cash flow vs. adjusted free cash flow).  

Another way of improving usefulness for users is having proper internal policies on non-

GAAP measures and staying consistent with calculations and presentations of measures from 

period to period thanks to internal policies regulating. It is also advised to stay consistent 

across reporting mediums and if it makes sense to use calculated measures in the unamended 

form in MD&A, press releases or investor presentations.191  
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Non-GAAP financial measures have over  time become an often used alternative source of 

information. Hence, according to SEC, firms have in the course of time taken the flexibility 

offered by non-GAAP measures beyond original SEC intentions.192 For this reason, 

Sarbanes-Oaxley Act of 2002 directed adoption of new rules and regulation by SEC for non-

GAAP measures issuance. A new disclosure regulation was adopted by the SEC containing 

major rule changing documents: Regulation G , Item 10 of Regulation S-K and Item 10 of 

Regulation S-B and Form 8-K. 

In case of unclarity, SEC provides a list of questions and answers of general applicability on 

their website, clarifying usage of non – GAAP financial measures in specific cases such as 

business transactions or foreign private issuers.193  

Concerning the ASC 606 impact on non-GAAP financial measures using by software 

vendors, it is probable that not many will continue using those. This is because ASC 606 

allows more judgement in the whole revenue recognition model, companies will therefore 

not be limited by strict rules of ASC 605. All calculations and essential judgements will be 

explained alongside with financial statements. For this reason, no additional calculations 

conducted according to vendor’s own methodology related to revenue recognition will be 

needed. 
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 3.		Apple	Inc.	Case	Study	 
 

The last chapter of this thesis discusses revenue recognition for one specific technology and 

software vendor – Apple Inc., a California based NASDAQ registrant. As financial reporting 

guidance for US GAAP reporting companies has been discussed in depth in chapter 2, the 

knowledge gained shall be applied to the following case study in order to implement the 

theoretical framework on a real business case. 

Apple Inc. has been selected as a case model for two reasons – it is one of the most successful 

software and hardware developers offering a wide range of products, from smartphones and 

personal computers, through music players to TV gadgets and cloud solutions. Thus, it is 

highly interesting to take a look at its individual portfolio products and evaluate impact of 

ASC 606 adoption on revenue recognition process. Despite Apple being mostly a technology 

vendor (98% of 2014 revenues were accounted for hardware sales), the total software revenue 

of $2110 million USD in 2014 landed Apple on the 22nd place in top software vendors 

worldwide.194 Apple’s software and services sales also usually have higher gross margins 

than other sales.195 

The second reason for choosing Apple Inc. as a case study is the fact that Apple’s accounting 

has been to a significant extent influenced by the change in financial reporting rules from 

SOP 97-2 to ASC 605, mainly its accounting practices for iPhones. Therefore, we will be 

looking at possible implications for Apple Inc. financial reporting resulting from the new 

standard ASC 606/ IFRS 15. Apple’s product portfolio is divided into more product 

categories for analysis purposes - iMac computers for educational purposes, iPhone sales to 

individual customers, iCloud arrangements, AppleCare extended warranty program and 

reseller cooperation. Considering the length limitation of this thesis, it is not possible to cover 

the whole portfolio (for example Apple TV, third products merchandise and others).  
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The chapter begins with company background, business development and introduction to the 

company’s business model. It then examines Apple’s current accounting policies under US 

GAAP and will investigate possible implications of the new standard ASC 606/ IFRS 15 

financial reporting principles for Apple Inc. It aims at fulfilling Objective 2 of the thesis: To 

discuss US GAAP revenue recognition principles used by Apple Inc. in different product 

categories and to apply findings in Objective 1 in the case study. To identify major 

implications for Apple Inc. resulting from ASC 606 adoption. 

3.1		 Company	Background	and	Current	Financial	Results	

California registered electronic hardware and software seller Apple Inc. designs, 

manufactures and sells mobile and media devices, personal computers and table computers, 

music players and related software in form of operating systems or applications, then 

accessories and third party digital content.196 Apple Inc. offers its customers unique timeless 

design, easy-to-use devices and premium functionality.197  

Apple’s CEOs always paid close attention to details and ensured that Apple products 

continuously offered high-end premium quality, functionality and services. Despite 

economic downturns in various regions and global financial crisis in 2008, Apple Inc. 

successfully managed to keep its annual sales increase trend and managed to grow from 

approximately $13 billion USD in 2005 to $233 billion USD in 2015 in net sales (as seen on 

below).  

Graph 3 Apple Inc. Net Sales (in mil)  

 
Source: Apple Inc. K-10 Annual Reports 2005-2015  
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Its annual net sales increased stunningly by more than 50% in post-financial crisis period of 

2000-2011, as shows Graph 4:  Annual Increase of Sales. According to most recent, yet 

unaudited financial results for financial year of 2016, net sales faced a decline of 8 per cent.198 

Graph 4. Annual Increase of Sales 

 

Source: Apple Inc. K-10 Annual Reports 2005-2015 

	

3.2		 Business	Model 

Apple Inc. offers a wide range of hardware and software products. The largest part of sales, 

approximately 66% consists of iPhone sales, Apple’s flagship smartphone running on 

Apple’s iOS operating system.199 Another electronic hardware sector where Apple leads the 

market are portable tablets with iPad and its mini or large variations, also using iOS operating 

system. In desktop or portable computers category, Apple produces desktop computers line 

of iMac and portable laptops MacBook – Pro, Air or Retina, all providing users with excellent 

hardware functionally and exceptional screen characteristics. All computers run on OS X 

operating system created by Apple.200 Other electronic products combine leisure activities 

and functional gadgets – Apple Watch, Apple TV or iPod used as a music player. Apple also 

provides its products with own application software such as iLife, iWork and others.201 

Similar to other technology and software companies, Apple entered the emerging market of 
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cloud solutions with its iCloud offering music, photos, contacts, documents storage and 

keeping all files up-to-date on all iOS devices.202  

Apple markets its products in official retail Apple stores through knowledgeable sales 

assistants in high-traffic areas and shopping malls, which is according to Apple’s sales 

strategy directed at enhancing customer’s buying experience. Design retail stores are also 

aimed at attracting new customers, since it is possible to directly try out all Apple products 

and present product advantages directly to potential customers. Majority of Apple product 

sales are conducted through indirect sales channels through resellers but Apple has recently 

launched its own online stores and the company plans on improving its distribution capacities 

by expanding Apple stores worldwide.203   

Despite having own high-quality stores, direct sales contribute only to a quarter of total Apple 

sales. More than 70 per cent of sales is made through indirect distribution channels - third 

party cellular network vendors, whole-sellers, retailers or value-added resellers.204  Apple 

Inc. also sells its products to individuals, small and mid-sized businesses, enterprises, 

governments and educational facilities directly or through online stores.205 According to 

Apple’s annual reports, no customer accounted for more than 10% of all sales in the last 

years.206 

In 2007, Apple Inc. entered the highly competitive market of smartphones and launched its 

first iPhone model running on iOS. As iPhone was Apple’s first smartphone, developers 

expected possible bug fixes of operating system and numerous enhancements to iOS to be 

able to deliver high-quality customer experience. Since Apple expected that a certain period 

of time would be needed until the market customers accepted iPhone as a smartphone leader, 

creators decided to offer operating system upgrades free of charge for existing iPhone holders 
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in order to differentiate the product from other smartphone competitors already present at the 

market. 207  

Apple’s strategy to use its satisfied iPhone user to be its best advocate worked out well and 

iPhone’s sales soon skyrocketed. What contributed to iPhone’s phenomenal success surely 

includes the compatibility of iPhone with Apple and Windows computers or Apple’s iCloud 

which offers instant synchronization of devices. Photos or data from iPhone are therefore 

directly also saved on a computer or cloud account.  

3.3.		 Accounting	for	Sales		

Apple Inc. creates all its entities’ individual financial statements in local GAAPs at first 

(IFRS or other national GAAP) and then prepares consolidated financial statements for all 

its entities in conformity with US GAAP.208   

Under the current sales model, Apple recognizes revenue according to industry specific 

guidance  for three types of sales transaction – stand-alone sales of software products, sales 

of software upgrades and sales of software bundled with hardware not essential to the 

functionality of the hardware.209 According to its 2015 annual report, Apple uses general 

revenue recognition guidance on sale of hardware products, software bundled with hardware 

that is essential to the functionality of the hardware and third party digital contents sold via 

iTunes.210  

For proper analysis of the impact of the new standard on Apple’s revenue recognition, the 

following part of the last chapter is divided into more categories of products sales, which 

generate majority of sales revenue for Apple Inc. – personal computers iMac for educational 

purposes, iPhone sales to individuals, iCloud arrangements, warranty program AppleCare 

and reseller arrangements. All categories will be discussed under current US GAAP revenue 

recognition guidance and analyzed for impact of the new standard ASC 606/IFRS 15. For 

each category, the impact of the new standard will be linked to those steps of the five-step 
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208	Apple	(2017):	Open	Letter	to	IFRS,	p.1	
209	Apple	Inc.	(2016):	Apple	Annual	Report	10-K	2015,	p.44	
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revenue recognition model under ASC 606 that are considered to be most influenced by the 

new standard. 

3.3.1	Revenue	recognition	under	SOP	97-2	and	ASC	605	

According to Apple Inc. 2008 annual report, the company recognized revenue for software 

products (operating systems and applications software) and any product that is considered 

software-related following the guidance with the Emerging Issues Task Force (“EITF”) No. 

03-5, Applicability of AICPA Statement of Position 97-2 to Non-software Deliverables in an 

Arrangement Containing More-Than-Incidental Software.211 Mac computers, portable 

digital music players iPods and iPhone as software-enabled hardware device products 

therefore fell within the scope of SOP 97-2 , the first industry specific revenue recognition 

guidance until financial year of 2009.212  

In 2009, Apple Inc. began reporting under principles of ASC 605, following the principle 

that all revenue is recognized if persuasive evidence of an arrangement exists, delivery has 

occurred, the transaction price is fixed or determinable and collection is probable.213 The title, 

the risk of loss and rewards of ownership are considered transferred once the product has 

been shipped with exception to online sales, where professional skepticism is applied due to 

risk of transfer loss and Apple recognizes revenue once product has been received by the 

customer.214 

Since 2014, when FASB issued ASU No. 2014-09 Revenue from Contracts with Customers, 

Apple Inc. began preparing for the transition to amended revenue recognition guidance, 

significantly affecting some of its operational segments to a larger extent and some less. As 

this standard is based on the principle of recognition at such amount of revenue that the entity 

expects to be entitled to when products are transferred to customers, we will have a look at  

the impact of the revenue recognition model on major sales segments of Apple Inc. 

                                                
211	The	other	non-software	related	products	such	as	digital	content	sold	on	the	iTunes	Store	and	certain	Mac,	
iPod	and	iPhone	supplies	and	accessories	is	accounted	for	in	accordance	with		the	Securities	and	Exchange	
Commission	(“SEC”)	Staff	Accounting	Bulletin	(“SAB”)	No.	104,	Revenue	Recognition.	
212	Apple	Inc.	(2008).	Apple	Annual	Report	10-K	2008,	p.37	
213	Apple	Inc.	(2016):	Apple	Annual	Report	10-K	2015,	p.44	
214	Ibid,	p.44	
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3.3.2.	Revenue	Recognition	Changes	for	Apple	Inc.	under	ASC	606		

The new revenue recognition standard introduces five steps of revenue recognition across all 

industries. Let us now consider the impact for each product sale category following these 

steps: 

1. Identify the contract(s) with customer 

2. Identify the performance obligations in the contract 

3. Determine the transaction price 

4. Allocate the transaction price to the performance obligations 

5. Recognize revenue when (or as) the entity satisfies each performance obligation 

3.3.2.1	iMac	for	Education		
 
Apple supports education and knowledge. This is also the reason why the company 

customized a unique product package for educational purposes, offering iPads and iMacs for 

schools, colleges, universities or governmental bodies with a pre-set up programming for 

easy pairing up of devices to local internal account management system and data 

protection.215 Before cooperating with any institution, Apple needs to enter into a mutual 

agreement with the customer, commonly based on a specially agreed financing program that 

offers enhanced-rate-full payout financing or deferred payments plans in order to ease the 

cash flow needs of customers.216 

Concerning the first criterion of revenue recognition, identify the contract with customer, the 

new guidance is less strict on identifying the contract and Apple may identify a contract 

earlier than under current US GAAP guidance which currently allows it to recognize the 

contract according to entity’s customary business practice of written contracts. Despite this 

fact, let us take into account the size and quality reputation of Apple. We can expect it to 

enter into co-operational relationships only through written contracts. Hence, Apple will 

doubtfully consider oral agreements with future customers as binding, especially since 

                                                
215	Apple	(2017):	Education	Purchasing.		Online	at:	https://www.apple.com/education/purchasing/		
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educational iMac deliveries in large amounts have to be contractually secured. This step will 

have no impact on current Apple procedures. 

A significant portion of judgement will need to be exercised concerning performance 

obligations as Apple needs to consider the explicit and implicit obligations customer would 

expect from Apple to be delivered – e.g. installation services, telephone support, maintenance 

services, regular updates of operational systems, discounted renewal dates for specific 

applications. If the customer has been Apple’s educational customer before, he would know 

what service to expect other than products delivery and implicit obligations stated in the 

contract. Thus, Apple should carefully consider for what obligations may the customer have 

valid expectations. Most probable, the new standard will mean that Apple will identify more 

distinct performance obligations for revenue allocation than under current ASC 605.  

As to the determination of transaction price (third step), ASC 606/IFRS 15 is based on the 

recognition principle of such amount, which the entity expects to be entitled to when 

products/services are transferred to customers. For this purpose, the new standard introduces 

variable consideration which should properly reflect amendment to transaction price 

expected by the vendor at upon contract closing.   

As iMacs for educational purposes mostly represent a significant financial burden for 

purchasing institutions (schools, colleges, governments etc.), many may choose deferred 

instalments as a payment option. For this reason, Apple will need to consider the effect of 

significant financing component and calculate with the time value of money adjustments or 

price concession to agreed contractual price with customer. The presence of a financing 

component will become significant in high-units contracts where payments are largely 

extended (beyond one year after transfer of goods/services took place) so the offsetting 

amount of interest income becomes significant compared to total contract price.217 Since 

ASC 606/IFRS 15 does not provide quantitative threshold for significance of financing 

component, Apple may choose to estimate the threshold by setting for example a percentage 
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share of financing component to total arrangement value. Apple may also alleviate the burden 

of performing the significance assessment by using a practical guide provided by FASB.218  

When closing contracts with new customers, Apple may in some cases already be aware of 

the fact, that the customer will not be fully able to pay the stated contract price. Apple will 

therefore  need to estimate any variable consideration at contract inception and face the 

possibility of future price concession which will result in transaction price being variable and 

should be accounted for according to ASC 606 as variable consideration constraint. Apple 

will need to evaluate all available data and circumstances in order to estimate the impact of 

subsequent events on collectability of contract price.219 ASC 606 also means much more 

documentation for supporting Apple’s judgement. The transaction value of software revenue 

recognition will most probably decrease.  

Adjustments to transaction price are not possible for Apple under the current US GAAP 

guidance, as presumption exists that the fee is then not considered fixed and determinable. 

One of the four criteria of the current revenue recognition under ASC 605 is therefore not 

met and revenue would generally not be recognized until this presumption is overcome and  

payments are due and payable. At the moment, Apple does not recognize revenue for 

extended payment terms unless it has sufficient evidence of historical successful collection 

of payments from client without concessions.220 Under the new standards, extended payment 

terms do not preclude revenue recognition for Apple if collectability is probable. Thus, the 

new standards will allow Apple to exercise less stricter policies for revenue recognition on 

iMac (and even other product) sales for education. Revenue will then be recognized earlier. 

As to allocation of transaction price, ASC 606 does not mean significant changes for Apple 

as it is generally consistent with ASC 605-25 Multiple Elements Arrangements which sets 

out the hierarchy for estimation of stand-alone-selling price if elements (worded as 

performance obligations under ASC 606) if element is not sold separately. ASC 606 does not 

require a hierarchy in the order of VSOE of FV, 3rd party evidence (TPE) and vendor’s best 
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Software	and	Cloud	Services,	p.9	
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estimate. Apple uses TPE as an estimated selling price for unspecified upgrades it provides 

to iOS system on iMacs since VSOE of FV does not exist for upgrades  and does not need to 

change this accounting policy.221 

As to the fifth step of revenue recognition process, Apple will continue recognizing revenue 

for hardware at a point in time. Since most other performance obligations – such as 

unspecified upgrades or  PCS will continue enhancing the product itself even after computer 

sale was conducted, Apple will recognize allocated revenue over time. To conclude, the 

major change that the new standard ASC 606 will represent for iMac educational sales 

revenue recognition lies in the second and third step of the new revenue recognition model – 

identify performance obligations and determine the transaction price.  

Besides institutional customers, iMac is commonly sold to individuals via direct Apple stores 

or resellers. Similar to iPhones and Apple TV, iMac users are offered free iOS operating 

systems upgrades, even though this has not always been the case. Therefore, iMacs for 

individual customers are treated similarly to iPhones concerning revenue recognition, as 

described below. 

3.3.2.2	iPhone	Sales	to	Individual	Customers	
 
iPhone is the leading product of Apple Inc. and one of the reasons why it became so popular 

was that Apple provided its purchasers with free upgrades of iOS operational software. This  

first of its kind strategy at Apple,  turned out to be extremely successful and Apple now 

indicates upon sales contract that it may from time to time provide future unspecified 

software upgrades to essential software  and non-software services to iPads, iPod Touch, 

iMac, Apple Watch and Apple TV free of charge as well.222  

Apple belonged to the group of technology companies that lobbied FASB in favor of SOP 

97-02 amendment in order to ease the situation of bundled elements revenue recognition in 

case of inexistent VSOE of fair value. Before ASC 605 came in place, companies had to 

defer all arrangement revenue if it was impossible to calculate the VSOE of fair value of any 
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undelivered elements. Under SOP 97-2, iPhone (and Apple TV) sales had to be accounted 

for using the so-called subscription accounting and Apple recognized the whole arrangement 

revenue and cost of goods sold amount ratably on a straight-line basis over the estimated 

useful economic life of 24 months.223  As a result, many vendors including Apple, Oracle or 

IBM chose to voluntarily disclose non-GAAP financial results that in their opinion properly 

reflected the underlying business development. Thanks to non-GAAP disclosure, iPhone 

sales expanded from $0.8 billions USD to $4.6 billions USD, an increase by 475%.224 

The new revenue recognition guidance will impact two steps out of the recognition model 

concerning iPhone sales – identify performance obligations and allocation of transaction 

price to performance obligations. However, we should take a look at all five steps of revenue 

recognition model of ASC 606.  

The first step of the model, identify the contract with customer will not be affecting individual 

sales of iPhones as it usually is a one-off transaction with an individual buying a new phone 

in Apple store or at a reseller. The same argument applying to step number three – determine 

the transaction price. The situation would be different though, if applied to group sales for 

corporate customers – these are conducted based on a written contract specifying condition 

of sales and may imply variable considerations or significant financing component. In this 

case, impact of ASC 606 would be similar as in educational sales of iMac in previous 

subchapter. 

As to identification of performance obligations, the new standard counts with both explicit 

and implicit performance obligations. Therefore, if Apple used to provide customers with 

one free iOS upgrade per year, the customer would expect the same to continue even though 

the timing must not be explicitly stated in the contract. Apple should consider if it is still 

providing stand-ready obligation satisfaction or if rather the customer has a valid expectation 

to receive a certain number of upgrades over given time frame.225  
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At the moment, Apple recognizes up to three deliverables it promises to iPhone customers 

upon contract conclusion:226 

a. hardware and software essential to the functionality of the hardware device delivered 

at the time of sale  

b. embedded right for unspecified future upgrades on a when-and-if available basis 

c. non-software services 

As specified in ASC 605-25 on multiple elements contract, Apple should first try to establish 

a VSOE of each element in order to allocate contract revenue among all elements and 

recognize it in a timely correct manner. Since Apple does not provide any of the above 

mentioned promised deliverables separately, it is impossible to obtain a VSOE. For this 

reason, Apple could use a third-party evidence of selling price TPE – again, not applicable, 

since Apple’s largest competitors provide operating system upgrades free of charge. Apple 

therefore estimates the selling price (ESP) of each element and allocates a relative portion of 

contract revenue to separate deliverables or obligations, the new standards ASC 606 

identifies deliverables. When determining the ESP, Apple takes into account the market 

trends in prices for similar items, price charged by Apple to similar products related to other 

devices or time frame between each version of a device becomes available.227 In FY 2015, 

Apple estimated the ESP for iPhone iOS upgrade at $5 USD and $10 USD for iMac.228 This 

is the amount Apple believes it would be entitled to when charging for iOS upgrades 

separately. 

Example: Let us consider an example of a new iPhone SE model sold to a customer for $500 

USD and hardware bundled with software essential to functionality has an ESP of $200 USD, 

the iOS upgrade $5 USD and non-software $45 USD. The total fair value of price evidence 

for all deliverables is exactly $350 USD. Given the relative proportion of each deliverable in 

contract price, we are able to allocate the total contract revenue with customer of $500 USD 
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to each deliverable. This means, we allocate $400 USD to hardware and software essential 

to functionality, $10 USD to unspecified upgrade and $90 USD to non-software deliverables. 

Now as we have allocated the arrangement revenue to each element, Apple would recognize 

the revenue of $400 USD for hardware and essential software at the moment of sale, 

supposing that other revenue recognition criteria have been met. The revenue for unspecified 

future upgrades and non-software services of $100 USD would be deferred and recognized 

ratably on a straight-line basis (usually 24 months for smartphones) over the estimated period 

of software upgrade rights and non-software services are expected to be provided. This is the 

situation, where Apple earned the right to recognize a significantly higher portion of revenue 

at an earlier point of time – under SOP 97-02, it was impossible to allocate a portion of 

revenues to undelivered elements without VSOE and according to ASC 605, Apple can 

estimate the stand-alone price based on TPE or ESP. 

Apple may change its stand-alone selling price method determination for performance 

obligations not sold separately. Besides the three methods offered in ASC 605-25, Apple can 

consider the following - an adjusted market assessment approach, an expected cost plus a 

margin approach or a residual approach, as long as the vendor stays consistent with its 

calculations.229 A major change awaits Apple in the context of elimination of the current 

VSOE requirement for undelivered elements of bundled contracts. Thus, Apple will not have 

to defer all revenue until unspecified upgrades or additional software products are transferred 

to the customer.230 

The timing of unspecified upgrades/enhancements performance obligation satisfaction is 

unlikely to change, it is rather the wording and clarifying of performance obligations that 

may intensify for iPhone sales. Unspecified upgrades enhance the products and telephone 

support benefits the customer, therefore two criteria of performance obligation satisfaction 

over time are met. It is only the transfer of control of the hardware with software essential to 

iPhone’s functionality that will be recognized at a point in time right after sale conduct. 
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3.3.2.3	iCloud	arrangements		
 
What makes having more Apple products unique is the possibility to sync them all together 

and store data and information at one place. This is what the iCloud is used for. Initially, all 

Apple appliances come with a certain amount of storage in iCloud account. However, it is 

possible to increase the storage size up to a certain amount on a subscription-based contract 

inception. Extended iCloud services are a perfect example of how software industry changes, 

an increased storage space is just a click away (which will serve as sufficient contract 

evidence under ASC 606). There is no need for any other authorization and the customer 

receives a monthly invoice for its “subscription” to increased storage space.  

Apple’s iCloud software is straightforward when it comes to accounting treatment, compared 

to other products from its portfolio. Essentially, it is a subscription paid monthly by the 

customer, there is no need for identifying additional performance obligations or variable 

consideration impacting the transaction price. Even though cloud arrangement can expect 

minor changes coming with ASC 606 adoption, the new standard will not impact Apple as 

its iCloud service is a rather simple model of a cloud product. 

3.3.2.4	AppleCare	
 
When purchasing a hardware product, Apple offers customers the possibility to acquire 

additional support program AppleCare - that extends the service coverage of phone support, 

hardware repairs, related web-based support resources for Mac, Apple TV and display 

products and diagnostic tools. 231This means that if anything goes wrong with the device, 

customer that purchased AppleCare is entitled to extended hardware and software help 

beyond initial limited warranty.  

Apple distinguishes between two levels of support options of AppleCare and both are fee-

based. The fee is paid upon product purchase and is valid usually for two years.232 According 

to ASC 605, Apple currently defers the revenue from AppleCare service and support and 

recognizes it ratably over the AppleCare program term.233 There will be no change to this 
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accounting practice for Apple, since ASC 606 defines AppleCare as a service-type based 

warranty type which is considered a separate performance obligation and shall be recognized 

over time. Deferral of revenue will be recognized as the service are provided during 

AppleCare period.234 

There is no reason for expecting ASC 606 to impact the identification of a contract, as all 

AppleCare inceptions are conducted while buying a hardware product. The same applies for 

determining the transaction price. All arrangement fee is collected at the beginning at 

hardware sale. 

3.3.2.5	Resellers		
 
Apple is largely dependent on the performance of its resellers. Many have previously 

narrowed their operating margins and have been impacted by weak economic conditions.235 

The company is also exposed to credit risks and collectability risk from all its distribution 

channels.236 Since Apple is expanding its direct stores at the moment, many distributors, 

carriers or reseller could consider this strategy as conflicting which could demotivate the 

performance of employees. Thus, Apple has decided to invest into strategies to increase 

reseller sales and will be staffing selected reseller stores with its own employees.237 

Nevertheless, Apple must consider the possibility of lower sales due to decreased reseller 

performance in the process of revenue recognition. 

The first step of revenue recognition model will not have an impact on Apple’s distributor 

arrangement as the same argument applies as in case of iMacs. Apple is too large of a 

company to account for revenues when distribution contract is not signed yet.  

In some cases, Apple grants resellers price concessions through price protection or accept 

returns if the distributor is not able to sell the products.238ASC 606 will impact Apple’s 
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accounting for reseller arrangements (making approximately 70% or total sales) in a way that 

a variable consideration needs to be quantified, which will result in lower final transaction 

price. Apple should also estimate the impact of compensation of specified amount of 

shortfalls in the sales price or reimburse its customer for marketing activities, according to 

ASC 606.239 

Adding the variable consideration to Apple’s estimation processes upon contract conclusion 

will not impact the timing of the revenue from the arrangement but rather just the amount. 

Apple will then recognize the final amount in the moment when its product is transferred to 

the distributor or reseller.  

3.5.1 Summary	of	the	Impact	of	ASC	606	on	Major	Apple	Inc.	Product	Sales	
 
Based on the discussion of separate Apple products sales in this chapter, the following figures 

summarize key process changes introduced by ASC 606 which were identified in this thesis. 

They are interpreted in the context of  individual revenue recognition steps for software 

industry and conclude on the final impact in each product category. 

The first step of contract identification will not impact any of Apple’s product direct 

(excluding resellers) sales as long term contracts (e.g. on iMac for educational sales) are done 

on a written basis, considering Apple’s business size. Individual smaller sales (iPhone 

individual sale) are conducted on a personal basis when customer buys a product online or at 

store, there is no change expected for AppleCare and iCloud arrangements neither. 

Table 1: Step 1. Identify the contract with customer 

 Process change under ASC 
606 Final Impact 

Identify the 
contract(s) 
with customer 
 

 
- Contract may be 

identified earlier 
 

iMac educational sales 
- Not going to impact Apple, iMac 

educational sales conducted based on 
written contracts due to nature of product 
sale 

iPhone individual sales 
- No impact on individual sales process 

AppleCare, iCloud, Reseller 
- No impact 
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Considering the second step of identification of performance obligations, Apple will likely 

identify more performance obligations than under ASC 605 since the new standard 

emphasizes the importance of implicit obligations and customer’s expectations as this could 

result in customer dissatisfaction and contract abandoning. Again, proper obligations 

clarification is especially significant at large-scale sales as in case of iMac for education.   

Apple may consider the number of updates it provides to its customers and if there is a pattern 

of 1 upgrade per year (which is the case in the past years), Apple should consider this number 

to be a performance obligation and allocate the whole revenue after one upgrade is delivered. 

Table 2: Step 2. Identify the performance obligations in the contract 

 Process change under ASC 
606 Final Impact 

Identify the 
performance 
obligations in 
the contract 
 

- Search for implicit 
obligations 

- Identify sales of 
goods or service 
obligations  

iMac educational sales 
- If customer has a valid expectation, 

revenue should be allocated to implicit 
obligation as well ®more performance 
obligations 

- Clarification of obligations with 
customer 

iPhone individual sales 
- Apple should consider if customer 

expects unspecified upgrades on a when-
and-if-available basis or a certain 
number of upgrades per period 

iCloud 
- No change, iCloud is considered a sale of 

service 
 

 

Determination of transaction price as the third step of the new revenue recognition model 

highlights the option to include variable consideration upon contract agreement. Similar to 

previous steps, it will mostly influence large-scale sales of iMac as some customers may use 

extended payments terms or financing components. Thus, the contract price may be lower 

than originally negotiated with the customer of Apple iMac sales.  

This step also brings attention to Apple’s common sales through reseller, the company should 

evaluate new reseller partner in order to access the likelihood and number of product pieces 



	
	

71	

that will remain unsold. Therefore, a variable consideration should be applied to reseller 

arrangement as well. Hence, revenues might be lower than originally expected. 

Table 3: Step 3. Determine the transaction price  

 Process change under ASC 
606 Final Impact 

Determine the 
transaction 
price 
 

- Quantify the variable 
consideration – take 
into account 
likelihood and 
magnitude of revenue 
reversal 

- Take into account 
significant financing 
component  

iMac educational sales 
- Transaction price will most likely be 

lower than contractual price 
- Revenue recognized earlier as frequent 

extended payment terms do not preclude 
revenue recognition  

- Apple will need to exercise more 
judgement 

- Sufficient documentation supporting 
implied price concessions 

iPhone individual sales  
- No impact, usually a one-off kind of 

transaction 
Resellers  

- Consider new resellers for possible 
variable consideration – 
undercapitalized, insufficient sales 
knowledge 

AppleCare, iCloud 
- No impact 

 

ASC 606 means a significant change for revenue allocation to separate elements of a product 

sale or a contract. Apple uses third party estimate method to allocate a selling price to iMac 

and iPhone undelivered unspecified elements. With ASC 606, Apple is flexible to use a 

method suitable to its business model as long as it stays consistent and method is sufficiently 

supported by proper documentation. This step is not changing the process of revenue 

recognition for AppleCare and iCloud as both are accounted for as subscriptions and revenue 

is allocated ratably, which corresponds to the nature of the transaction. 

Table 4: Step 4. Allocate the transaction price to the performance obligations 

 Process change under ASC 
606 Final Impact 

Allocate the 
transaction 
price to the 
performance 
obligations 

- Possibility of more 
estimation methods 
of stand-alone selling 
price if not sold 
separately 

iMac educational sales 
- No major change for revenue recognition 

for iMac sales, ASC 606 generally 
consistent with ASC 605-25 methods but 
does not set a hierarchy 
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 iPhone individual sales 
- Apple may choose a different approach 

to stand-alone-selling price of 
performance obligations, f.e. for 
unspecified future upgrades 

 

As to revenue recognition at a point in time and over time, Apple will keep its processes of 

revenue timing. An area worth looking into is the empirical data on how many upgrades does 

Apple provide to its customers per one financial year. If there is just one, the revenue 

allocation for iMac or iPhone update must not be recognized ratably but at a point in time 

instead – when exactly one upgrade is delivered or available for download for customers. 

This would lead to earlier revenue recognition. Recognition over time for AppleCare and 

iCloud will not experience any impact with ASC 606 adoption.  

Table 5: Step 5. Recognize Revenue  

 Process change under ASC 
606 Final Impact 

Recognize 
revenue when 
(or as) the 
entity satisfies 
each 
performance 
obligation 
 

- Conclude if criteria 
for performance 
obligation 
satisfaction over time 
are met, if not – 
recognize revenue at 
a point in time 

iMac educational sales 
- No major change in timing of revenue – 

upgrades and PCS recognized over time 
- Consider data on number of upgrades per 

year 
iPhone individual sales  

- Same as iMac educational sales 
- Data on number of upgrades per year 

AppleCare  
- No change to revenue recognition – 

recognized over time 
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Conclusion	

Software industry is one of the fastest growing industries of today and finds itself on the path 

of gaining even more importance each decade. What we often do not realize is that software 

surrounds us basically everywhere, simplifying our private lives by speeding up our 

communication, moving around and turning our phones into smartphones. Software is also 

changing enterprise habits that start turning from paper documentation to electronic cloud 

and SaaS arrangements. Starting in annual periods after December 2016, companies will be 

reporting their revenues under the new standard ASC 606/IFRS 15 jointly issued by FASB 

and IASB, superseding all previous revenue recognition guidance across industries. Thesis 

followed two objectives, the first one to - to discuss revenue recognition standards applicable 

on accounting in software industry under US GAAP (SOP No. 97-2 and ASC 605) before and 

after new US GAAP and IFRS converged standards issuance (ASC 605 versus ASC 606). 

Objective 1 of the thesis was fulfilled with the following results: ASC 606 means much more 

judgement for software vendors that were used to a rather precise financial reporting 

framework under US GAAP, specifically developed for the software industry. Another 

implication that goes hand in hand with more judgement is the need for sufficient 

documentation of all measures and estimates conducted by software providers. For this 

reason, it is improbable that software vendors will be needing additional non-GAAP financial 

measures disclosure as ASC 606 allows a high portion of judgement in its revenue 

recognition methodology. 

The new standard will frequently impact the amount and timing of the revenue which may 

be recognized earlier. The threshold for contract identification will be lower as long as the 

“contract evidence” is legally enforceable, the delivery criterion will not be influenced much 

and the fixed fee and collectability criterion will be less strict than under ASC 605. Extended 

payment terms will no longer be restraining revenue recognition. Thus, revenues will be 

recognized earlier than under ASC 605 for most entities.  

ACS 606 also introduces a new concept of performance obligations identification, which 

may lead to more frequent arrangement revenue segregation. Companies may also need to 

establish its own proper stand-alone selling price calculation method for each contract 
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element that suits the business model the best and prepare sufficient supporting 

documentation to defend its practices. Whereas the contracts including multiple separate 

performance obligations with missing VSOE of fair value currently leads to all revenue 

deferral until all of the software elements are delivered commonly under ASC 605, this may 

not be the case under ASC 606. When obligations are categorized as distinct and separate, a 

pro-rata portion of transaction price will be recognized upon delivery of each license or 

obligation. ASC 606 introduces flexibility in valuating the fair value of elements, as long as 

the method chosen is sufficiently supported by documentation and is consistently applied. 

Warranty and cloud arrangements will not change much with ASC 606 although it will 

impact reseller arrangements and may lead to different revenue amount as ASC 606 

introduces the principle of variable consideration upon contract beginning. This is a 

significant change for software vendors. As a result of new standard implementation, it will 

not be just the amount and timing of the revenue that is going to change. Entities will need 

to adjust to new processes required by the five-step revenue recognition model but may 

identify positive outcomes from ASC 606 methodology. 

Concerning Objective 2 which was to discuss US GAAP revenue recognition standards used 

by Apple Inc. on different product categories  and to apply findings in Objective 1 for 

accounting under the new standard ASC 606 in a case study. To identify major implications 

for Apple Inc. resulting from ASC 606 adoption, this has been done in chapter three of the 

thesis. 

Apple Inc. product portfolio was separated into major groups and by applying the five-step 

revenue recognition model introduced by ASC 606/IFRS 15, the following conclusion on 

new standard’s impact on Apple Inc. revenue recognition may be drawn: three processes 

were identified to impact Apple’s accounting policies the most – determine the transaction 

price, allocate the transaction price to the performance obligations and recognize revenue 

when (or as) the entity satisfied performance obligations. The new standard brings more 

flexibility but may result in lower revenues for Apple.  

Even though it is possible to identify a customer contract earlier than under ASC 605, this 

will not have any impact on Apple Inc., since most of its contracts in a larger scale are 
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conducted in a written form. Apple may identify additional performance obligations under 

ASC 606, even those that are not explicitly stated in the contract and divide all contract 

revenue into more elements. When purchasing iMac and iPhone, the customer is 

automatically entitled to free unspecified upgrades/enhancement on a when-and-if-available 

basis. Thus, the company should also consider if the customer has a valid expectation to 

receive a certain number of upgrades per year or there is no valid expectation like this, when 

looking into Apple’s business practice. This would impact the timing of revenue for PCS 

coming with iMac and iPhone arrangements. 

A significant change awaits Apple in terms of determining the transaction price. The 

estimation of variable consideration upon contract inception will mainly impact the sales of 

iMac for educational purposes, as these are mostly done in a larger amount of units to a 

certain institution. Not only there is a chance of implied price concession but Apple will need 

to adjust the transaction price according to the presence of a significant financing component. 

This is also relevant for reseller arrangements. Thus, revenue may be lower.  

As to allocation of transaction price to performance obligations, ASC 606 leaves floor for 

Apple’s flexibility to estimate its unspecified upgrades/enhancement’s stand-alone selling 

price for iMacs and iPhones by using a method reflecting its business reality. Apple may 

choose a different method than valuation based on third party evidence. 

ASC 606 is not expected to bring any changes to revenue recognition for AppleCare and this 

revenue will continue to be recognized over time. iCloud arrangements will not be influenced 

either. Last but not least, Apple will also need to consider how the changes will be 

communicated to stakeholders. Besides the above mentioned, ASC 606 means much more 

judgement for Apple Inc. and robust documentation as supporting material for estimates 

concluded on performance obligations, transaction price and allocation of revenue to 

performance obligations.   
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Figure 1: World Top R&D Investors – Filtered Software & Computer Industry only 

 

Source: EU Industrial R&D Investment Scoreboard of the European Commission 
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Figure 2: World Top Software & Computer Industry R&D investors by country 

 

Source: EU Industrial R&D Investment Scoreboard of the European Commission 

Figure 3: Increase of Industry Share of Top 100 Software Companies, regionally divided 

 

Source: PWC (2017): Global 100 Software Leaders 
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Figure 4: Software Industry Concentration 

 

Source: PWC (2017): Global 100 Software Leaders 

Figure 5: Software Industry Annual Revenues Growth 

 

Source: PWC (2017): Global 100 Software Leaders 
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Figure 6: Top 25 Software Vendors 

 

Source: PWC (2016): Explore the Data 
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Figure 7: General Provisions in a Software License Agreement 

 

Source: Morris (2001): Software Industry Accounting, Ch 1 General Industry Perspective, p.1-16 
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Figure 8: Illustrative Software License Agreement 

Source: Morris (2001): Software Industry Accounting, Ch 1 General Industry Perspective, p.1-16 
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Figure 9: 2016 Revenue Survey – Software Industry Expected Challenges  

 

Source: PwC/FERF 2016 Revenue Recognition survey 

 

Source: PwC/FERF 2016 Revenue Recognition survey 


