REVENUE FROM CONTRACTS WITH CUSTOMERS (IFRS 15) – EXAMPLES

Example 1 – Transaction price 
Luckers Co. sells a car to a customer for $10,000, offering interest-free credit for a three-year period. The car is delivered to the customer immediately. The annual market rate of interest on the provision of consumer credit to similar customers is 5%. What is the transaction price?

Example 2 – Allocation of price 
Richer Co. sells home entertainment systems including a two-year repair and maintenance package for $10,000. The price of a home entertainment system without the repair and maintenance contract is $9,000 and the price to renew a two-year maintenance package is $2,000. How is the $10,000 contract price allocated to the separate performance obligations? Note: Ignore any discounting and time value of money.
Example 3 – IFRS 15 
Telephonica sells mobile phones, selling them for “free” when a customer signs up for a 12 month contract. The contract costs the customer $45 per month. Explain how the revenue should be recognised in Telephonica’s financial statements 
Note: Telephinica sells mobile phones without a monthly contract, selling the handset for $480. Call and data charges are $20 per month. Ignore discounting and the time value of money
