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IFRS 15 — Accounting for vouchers in retail industry

Which is the point of time for recognizing Example: G Ltd. is a cosmetic retail chain, G also sells gift vouchers with an
revenue? amount of VND 1 million for each. A customer buys this voucher to give their friend
for birthday whom will use it to exchange products at G’s store

When customer paid money to get this When someone used this voucher to

gift voucher exchange products

X

NOT recognize the revenue Decrease the contract liability and recognize
revenue (VND 1 million)

Customer: An advance for the future delivery
G Ltd.: Contract liability

IFRS 15 requires recognizing revenue when you satisfy a performance obligation by transferring a promised good or service (ie an asset) to
a customer.
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Accounting for portfolio of loyalty points to stand-alone
selling price

G Ltd. has a loyalty scheme, G gives customer a free loyalty point for every VND1,000 that they spend, 1@’
with each point giving a VND100 discount on future purchases. .
SHOP EARN REDEEM

The loyalty points can’t constitute a separate contract, they must exist to connect with customers’ purchases. G Ltd. need to satisfy
performance obligations that are selling goods and giving a discount for customers’ loyalty point on future purchases (two performance
obligations in a contract).

We have to split the transaction price and allocate it to the sold products and to the loyalty points in proportion to relative stand-alone
selling prices.

Performance obligation Stand-alone selling price (VND) Allocated transaction price (VND)
909,091
ATEEE LU (1,000,000%1,000,000/1,100,000)
Loyalty point € 100,000 90,909
yaly p (1,000 points) (100,000*1,000,000/1,100,000)
Total 1,100,000 1,000,000

The revenue that is recorded to every redeemed point = 90,909/1,000 = 90.909.

If loyalty points is not redeemed until expired, this revenue is recorded as “Revenue from breakage”.
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Accounting for portfolio of loyalty points to stand-alone
selling price

"= Recognize Revenue from sale of goods: VND 909,091

Consume VND 1 million

® Get 1,000 points o
N === Recognize Contract liability: VND 90,909
) O

Redeem 800 points ==aaasp  revenue from sale of goods for 800 points:
VND 72,727.2 (90.909 x 800 points)

® o

Decrease the contract liability and recognize %

% Redeem 200 points 200 points expired
remaining
Decrease the contract liability and Decrease the contract liability and
recognize revenue from sale of goods for recognize revenue for 200 points
200 remaining points: VND 18,181.8 remaining under “Revenue from
VND (90.909 x 200 points) breakage”: VND 18,181.8 VND

In fact, these entire points are not always redeemed (e.g. time-limited validity, customers do not redeem,... ). The entity should consider and
evaluate the rate that is hightly probably the loyalty point will be redeemed.

In case of G Ltd., according to their business history in many years, the management give a rate of 80% for redeemed points — this rate is stable
through recent years.
=> Allocated transaction price is calculated as follows:

Our journal entries were guided

Performance Stand-alone selling price (VND) Allocated transaction price (VND) above.'However, the revenue is

obligation recognized for each point will be
925,926 VND 92.59 (74,074/1,000*80%) —
Products 1,000,900 (1,000,000*1,000,000/1,080,000) Based on 800 redeemable points.

. 80,000 74,074
Loyalty point 0 (800 points) (80,000%1,000,000/1,080,000)  Note:
The entity should usually revaluate
Total 1,080,000 1,000,000 the appropriation by each period.
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Compare with IAS 18 and Circular 200/2014/TT-BTC
(Circular 200)

Gift Vouchers

Recognize revenue

Accounting journal
entry when selling gift
vouchers

Comment

Loyalty points

Recognize revenue

Comment

IFRS 15 IAS 18 TT 200
ﬁ == When customers use gift vouchers to redeem products
Debit Debit Debit

Contract liabilities

Advances from customer

Advances from customer

There is no difference from point of time of recognition of revenue. However, IFRS 15 guides to recognize in the Contract
liabilities item to clearly show the performance obligation by transferring a promised good or service to customers in the
future corresponding to the value that the entity received from customers. Meanwhile, IAS 18 and Circular 200 only guide
general accounting in Advances from customers without separating this information in the Financial Statements

IFRS 15

Recognize revenue and contract
liabilities (corresponding to the
amount of points giving to
customers) based on the
transaction price allocated at the
stand-alone selling price

IAS 18

Recognize revenue and deferred
revenue (corresponding to the
amount of points giving to
customers) without any guidance on
the allocation of stand-alone selling
price

Cir 200

Recognize revenue based on the
total amount of money receiving
less the unearned revenue which is
the fair value of the loyalty
points for customers to discount
for subsequent purchases.
However, there is no guidance for
calculating fair value

IFRS 15 guides recognizing and allocating transaction price based on stand-alone selling price, while IAS 18 does not
guide as well as Circular 200 guides to recognize the fair value of each loyalty point. Therefore, IFRS 15 presents the
value of recorded revenue and allocating revenue more reasonable and realistic method than IAS 18 and Circular 200
because they need more information of the business for each entity
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Conclusion

IFRS 15 guides accounting and allocating for transaction
price in retail industry more reasonable than previous
instruction as well as Circular 200/2014/ TT-BTC.

In addition, the entity need to invest resources appropriately
so that they can follow the figures and necessary information
for accounting and presentation financial statements in
accordance with IFRS 15 for each retail business.
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This newsletter is only intended for information about the new laws enacted, not for advice or applying to specific cases. Although
we endeavor to provide accurate and timely information, there can be no guarantee that such information is accurate as of the
date it is received or that it will continue to be accurate in the future. RSM Vietnam as well as members in RSM network shall not
be responsible for any loss whatsoever sustained by any person who relies on this communication. Please refer to your advisors
for specific advice.

RSM Vietnam is a member of the RSM network and trades as RSM. RSM iis the trading name used by the members of the RSM
network. Each member of the RSM network is an independent accounting and consulting firm, each of which practices in its own
right. The RSM network is not itself a separate legal entity of any description in any jurisdiction. The RSM network is administered
by RSM International Limited, a company registered in England and Wales (company number 4040598) whose registered office is
at 50 Cannon Street, London EC4N 6JJ. The brand and trademark RSM and other intellectual property rights used by members of
the network are owned by RSM International Association, an association governed by article 60 et seq of the Civil Code of

Switzerland whose seat is in Zug.
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