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Abstract 
With the release of International Financial Reporting Standards 15 , the Ministry of 
Finance of China issued Accounting Standards for Business Enterprises NO. 14 – Revenue 
(hereinafter referred to as the “ New Revenue standard”) in 2017, which poses a great 
challenge to the accounting of the fast-growing e-commerce industry. Taking Company P 
as an example, the article discusses how to correctly recognise and measure the revenue 
of e-commerce enterprises in the Tmall "Singles' Day" campaign, with a view to 
providing a reference for the relevant authorities in China and other countries to 
formulate policies and regulations. 
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1. Introduction 

Although China's overall economic growth rate has declined in recent years, the Internet 
economy has emerged as a new impetus for the country's sustained and stable economic 
development (1). Singles’ Day, also known as  Guanggun Jie, it is a holiday popular among young 
Chinese people that celebrate their pride in being single. The date, November 11th (11/11), 
was chosen because the number 1 resembles an individual who is alone. The holiday was 
named “Singles’ Day” because its date, 11/11 (November 11), consists of four “ones”, 
representing four singles.  Singles’ Day, also called “Double 11”, is the world’s biggest online 
sales event, outstripping the sales of U.S. Shopping holidays Black Friday and Cyber Monday 
combined.  
Alibaba smashed its record for the online retail blitz known as Singles’ Day. Tmall Mall, 
Alibaba's B2C business, contributed to the Singles' Day turnover. 2020 saw a turnover of 498.2 
billion yuan on the Singles’ Day at Tmall alone. In just eleven years, the single-day turnover of 
Singles’ Day has increased nearly 10,000 times, starting from 0.5 billion yuan in 2009. With 
transaction volumes rising significantly year on year, it is extremely important that Revenue is 
correctly and reasonably recognised and measured. 
Revenue, as one of the six accounting elements, reflects the results of production and operation 
of an enterprise in monetary terms, and it is an important financial indicator of an enterprise. 
Changes in Revenue recognition and measurement methods can have a direct impact on the 
preparation of an enterprise's financial statements, as well as on its management and decision-
making (2). Based on international convergence and the enhancement of the quality of Revenue 
information, and also taking into account China's national conditions and the characteristics of 
the relevant enterprise industries, after ten years, the Ministry of Finance of China issued 
Accounting Standards for Business enterprises NO.14 – Revenue in 2017. The release of New 
Revenue Standard has had a major impact on accounting in various industries in China. As a 
representative of China's new economy, e-commerce transactions are conducted through the 
Internet and the sales model is different from that of the real economy, so the New Revenue 
Standard poses a higher challenge to the accounting of the new industry of e-commerce. In this 
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paper, we take the B2C model of e-commerce as an example and discuss the Revenue 
recognition and measurement of its Singles’ Daypromotion under the New Revenue Standard. 
Company P was established in 2003, focusing on deep-sea skin care research. With a distinctive 
brand image, precise market positioning, a multi-category and multi-channel operation 
mechanism, and further entry into e-commerce and other channels, the company has formed a 
nationwide, three-dimensional marketing and service network and was listed on the Shanghai 
Stock Exchange in November 2017 (3). Company P is a B2C model retailer of cosmetic products 
and skin care products on Tmall Mall, which relies on a third-party payment platform for online 
retailing and implements the New Revenue Standard from 1 January 2020. 

2. Theoretical Foundations 

2.1. Comparison of Old and New Revenue Standard 
The New Revenue Standard was revised and issued by the Ministry of Finance of the PRC on 5 
July 2017 and came into effect on 1 January 2018. The main reasons for the revision of the Old 
Revenue standards were to address specific issues in the implementation of the existing 
standard, to further standardise revenue recognition, measurement and related information 
disclosure, and to maintain the convergence of China's enterprise accounting standards with 
IFRSs. As a result, the New Revenue Standard has made changes in the recognition criteria, 
timing of recognition, special transaction events and information disclosure as compared to the 
old standard. The relevant comparisons between the Old and New Revenue Standards are 
shown in Table 1. 
 

Table 1. Overall comparison of Old and New Revenue Standards 
 New Revenue standards Old Revenue standards 

Recognition 
criteria 

Recognition upon transfer of substantive 
control Recognition on transfer in kind 

Recognition 
time 

A more detailed delineation between 
recognising revenue at a point in time and 

recognising it over a period of time, depending 
on how the performance obligation is satisfied 

Failure to properly delineate the boundary 
between the sale of goods and the provision 

of services, making it more difficult to 
determine whether revenue should be 
recognised at a point in time or over a 

period of time 

Measurement 
standards 

Uniformly measure revenue at the transaction 
price to improve the timeliness and accuracy 

of revenue recognition 

Full consideration received from a single 
customer is recognised as revenue 

Disclosure 
requirements 

The revenue information required to be 
disclosed is closely related to the business 

substance of the enterprise, and enterprises 
are also required to disclose changes in 

accounting policies and accounting estimates 
related to revenue recognition 

The requirement for disclosure of 
information on revenue is low and fails to 
reflect the characteristics of the industry 

and the company's business model 

 
The Old Revenue Standard provided that when a company delivered a product to a customer, 
it completed its obligation to perform the contract and could record the related revenue. The 
New Revenue Standard requires companies to subdivide contracts to varying degrees 
depending on the performance obligation and to record revenue in stages according to the 
progress of the performance obligation. This means that the company will be able to record 
revenue for each obligation performed. Compared to the Old Revenue Standard, the New 
Revenue Standard places greater emphasis on contract formation and further refines the 
revenue recognition process. 
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2.2. Model for the New Revenue Standard 
2.2.1. The Five-Step Model 
The most important change in the New Revenue Standard is the change in revenue recognition. 
In the Old Revenue Standard, several conditions had to be met for revenue recognition, such as 
whether the risks and rewards of the goods are transferred in the course of the sale of the goods, 
whether the amount of revenue is measured reliably and whether the amount of costs is 
measured reliably. However, in the new version of the revenue standard, these statements have 
been completely abandoned. The New Revenue Standard addresses the sale of goods and 
considers that revenue is recognised when the customer obtains control of the relevant goods. 
It is simple to say, but in reality the New Revenue Standard uses a relatively complex five-step 
model to recognise revenue. 
 

 
Figure 1. The five-step model 

 
The new standard provides for revenue recognition in five steps, namely identifying the 
contract with a customer, identifying the performance obligations in the contract, determining 
the transaction price, allocating the transaction price to the performance obligations in the 
contract and recognising revenue when the entity satisfies performance obligations. This is the 
five-step model of revenue recognition, as illustrated in Figure 1. 
2.2.2. Transfer of Control Model 
The New Revenue Standard focuses more on the transfer of control at the time of revenue 
recognition, whereas the Old Revenue Standard recognized revenue based on the transfer of 
risk-based rewards. The main difference between the old and new standard is a difference in 
perspective. Transfer of risk-reward model is derived from an income statement perspective 
and focuses on whether the revenue is realised in the income statement. Transfer of control 
model arises from a balance sheet perspective and is concerned with whether the asset or 
service has been transferred. The transfer of risk-reward model is from the perspective of the 
selling company, while the transfer of control model is from the perspective of the customer. 
The transfer of control model and the risk-reward model are two of the more widely used 
treatment standards in the accounting standards system, and the impact of both models is 
reflected in the definition of assets, the definition of group entities, and in basic accounting 
theory such as recognition and derecognition. Under the traditional income statement view of 
accounting standards, the risk-based compensation model is predominantly used. As 
accounting theory has developed, the US Financial Accounting Standards Board and the 
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International Accounting Standards Board have increasingly favoured a control model that is 
more aligned with the balance sheet view and have begun to develop a uniform conceptual basis 
for it. The revenue recognition model of the old standard is a typical risk-reward model, which 
emphasises whether the significant risks and rewards of ownership of the asset being sold have 
been transferred to the buyer. In particular, risk is the loss of the asset due to depreciation, 
damage, obsolescence, etc. The reward is primarily the future economic benefit contained in 
the asset, including the economic benefit to the business from the appreciation of the asset, etc. 
If any loss incurred on an asset is not borne by the enterprise and the economic benefits arising 
from the asset do not accrue to the enterprise, it means that the risks and rewards of ownership 
of the good have been transferred out of the enterprise. 
The New Revenue Standard provides that the subject shall recognise revenue when the 
performance obligation is satisfied and the promised goods or services are delivered to the 
customer. The goods or services are delivered when the customer obtains control of the goods 
or services. Control over an asset implies the ability to dominate the use of the asset and to 
obtain substantially all of the residual benefits. The transfer of control model is a balance sheet 
view and the risk-reward model is an income statement view. Under the transfer of control 
model, goods and services are treated as assets transferred to the customer, although the 
service is not recognised as an asset because it is consumed as soon as it is acquired by the 
customer. In the definition of an asset, control is used as the basis for determining whether an 
asset is recognised or derecognised. Revenue is therefore realised from the fact that control of 
the asset promised to the customer has been transferred to the customer. The transfer of 
control model emphasises a qualitative analysis of the enjoyment of rights and obligations, 
whereas the risk-reward model emphasises a quantitative analysis. The ransfer of control 
model place more emphasis on the relationship between the power over the asset and the 
return, while the risk-reward model focus more on the proportionality of the return. The 
transfer of control model include the complete process of using the asset, while the risk-reward 
model focus on its economic consequences. 

3. Revenue Recognition and Measurement under the E-Commerce Model 

3.1. Revenue Recognition Challenges 
The New Revenue Standard adopts the “five-step model” as the standard for revenue 
recognition and measurement. The recognition of the point in time of revenue should be based 
on the transfer of control, and emphasises the division of contracts into performance 
obligations and the allocation of the transaction price to each performance obligation, which is 
conducive to improving the quality of revenue recognition. However, the New Revenue 
Standard has not yet set out specific guidance on revenue recognition and measurement for the 
e-commerce model, and the following challenges still exist in practice. 

3.2. Revenue Point-of-Time Recognition  
For B2C e-commerce businesses, the sales process requires the involvement of third-party 
payment platforms and logistics companies. Most merchants follow the “seven-day no-reason 
return” rule, which means that buyers can initiate a “seven-day no-reason return” within seven 
days of the date of signing for the goods, for goods that support a “seven-day no-reason return” 
and meet the criteria of being in good condition. Therefore, in practice, there are four possible 
scenarios for the recognition of the revenue point in time, namely: after the buyer has submitted 
the order for payment; after the seller has invoiced and shipped the goods; and after the buyer 
has confirmed receipt of the goods and the “seven-day no-reason return” period has been met. 
Under the Old Revenue Standard, most companies used the buyer's acknowledgement of 
receipt as the point of revenue recognition. Under the New Revenue Standard, the question of 
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when the point of revenue recognition should be more reasonable for the e-commerce industry 
has become an issue for accountants to reconsider. 

3.3. Revenue Measurement for Promotional Activities  
Due to the unique nature of the e-commerce industry, the measurement of revenue from 
promotional offers differs in many ways from that of the traditional brick-and-mortar industry, 
and it is therefore important that revenue is measured correctly and appropriately. This section 
begins with a detailed description of Company P's promotions during the Singles’ Day, followed 
by an in-depth discussion of its revenue measurement in the next section. Company P's Singles’ 
Day planning adhered to the Tmall Mall campaign programme. The promotional programme 
was conducted in five areas: shop coupons, platform allowances, bundled sales, complimentary 
products and product pre-sales. The programme is described below. 
3.3.1. Shop Coupons 
Coupons issued by Company P that are restricted to exclusive products are generally free of 
charge. Customers do not need to pay for these coupons, but they can only be used for a specific 
product. 
3.3.2. Platform Allowances 
Platform allowances are essentially a type of coupon. Company P and Tmall Mall have agreed 
that the amount of the platform allowance during the event will be borne by Tmall, and 
Company P will pay Tmall a certain amount of the promotion fee according to the promotion 
situation during the event. 
3.3.3. Bundled Sales 
The serum skin care kit goes deeper into the concept of VC in the morning and VA at night. VA 
and VC serum at equal market price. The kit bundles two different serums, which helps 
company P increase sales and opens up the market for new products. 
3.3.4. Complimentary Products 
A customer who purchases a serum kit will receive two 4g eye creams, two 5g jars of cream and 
five face masks. Company P attracts customers to purchase this serum skin care kit by 
increasing the value of the complimentary products. 
3.3.5. Product Pre-Sales 
 

Table 2. Promotion Planning 
Promotion Planning Details 

Coupons 
Shop Coupon: 30 yuan free coupon 

Platform Allowance: 30 yuan off 200 or more across shops (covered by 
Company P) 

Bundled sales Two 100ml bottles of serums (includes VA and VC serums, market price 600 
yuan) 

Complimentary products 
Two 4g eye creams (market price 79 yuan for each) 

Two 5g jars of cream (market price 35 yuan for each) 
Five face masks (market price 99 yuan) 

Product pre-sales 
Pay 60 yuan deposit before Singles’ Day and get an extra 60 yuan  for Singles’ 

Day “Deposit Inflation” 

Daily offers 
Membership reward points 

Shipping included 

 
Product pre-sales are mainly used to attract customers to lock in products in advance by using 
the “Deposit Inflation” strategy. The promotion model divides the payment for an item into two 
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stages. Stage 1: The deposit is paid for the item during the pre-sale period. The “deposit” differs 
from the “deposit” in a physical sale, which is non-refundable except for special reasons, 
whereas the “deposit” in a promotion is refundable. The customer can recover the full amount 
by paying the final payment and returning the goods in accordance with the shop's “seven-day 
no-reason return” guarantee. Stage 2: Final payment is made on the day of the official sale. As a 
result, Final payment = price of pre-sale items - deposit - deposit inflation. 

4. Revenue Recognition Responses and Recommendations 

4.1. Revenue Point-in-Time Recognition 
Using the expiry of the “seven-day no-reason return” period as the point of revenue recognition 
is more in line with accounting standards (4). If we choose the point of revenue recognition 
after the buyer submits the order for payment, as the buyer's payment does not reach the seller 
directly, but the third-party payment platform, the seller has not received the payment and the 
product has not been shipped, the ownership and control of the product has not yet been 
transferred, so this is not the appropriate point of revenue recognition. 
If we choose to recognise revenue when the seller invoices and ships the goods, it seems to be 
in line with the concept of “transfer of risk-reward” in the old standard, some sellers believe 
that once the goods are shipped, the risk-reward corresponding to the goods has been 
transferred, however, there are many uncertainties in the process of express delivery such as 
lost items, breakage and late delivery, etc. The New Revenue Standard emphasises the transfer 
of control and the shipment of goods by the seller does not mean that control is transferred to 
the buyer, so this point in time is not recommended as a point of revenue recognition. 
As Company P adheres to the accrual basis of revenue recognition, it has chosen the time point 
for revenue recognition after the expiry of the “seven-day no-reason return” period, which is 
the seventh day after the buyer has signed for the delivery, and the payment has reached the 
seller's Alipay account after the buyer has confirmed receipt of the goods, the consideration for 
the transferred goods has been recovered, the goods have been accepted by the customer, the 
seller no longer has the remaining obligation to transfer the goods to the buyer, and the control 
of the goods has been transferred, so the choice of the time point for revenue recognition after 
the expiry of the “seven-day no-reason return” period is in line with the principle of prudence. 

4.2. Revenue Measurement 
4.2.1. Identification of Multiple Performance Obligations 

 
Figure 2. Goods and services included in the sets offered by Company P 

 

Under Revenue Standard 9, a performance obligation is a contractual commitment by a 
business to transfer clearly distinguishable goods to a customer. Therefore, when identifying 
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how many individual performance obligations are included in a transaction, the accountant can 
first determine which goods and services Company P promises to provide and then determine 
whether those goods are clearly distinguishable. The goods and services that a customer will 
receive when Company P sells a kit based on the incentives, are shown in Figure 2. 
The goods and services provided are known and it is necessary to determine whether they are 
clearly distinguishable. Only those that are clearly distinguishable can be treated as a single 
performance obligation. 
(1) Two 100ml bottles of serums. 
Under the provisions of the New Revenue Standard 9, the kit is distinguished into two 
performance obligations as the kit contains two main products, VA Serum and VC Serum, and 
the 2 bottles of serum are expressly promised in the contract at the time of sale of the serum 
kit. 
(2) Two 4g eye creams, two 5g jars of cream, five face masks. 
As the customers are aware that they will receive two 4g eye creams, two 5g jars of cream and 
five face masks with the purchase of the serum kit, two 4g eye creams, two 5g jars of cream and 
five face masks of cream are publicly announced offers by Company P in accordance with the 
provisions of Revenue Standard 9 and 10, and the two 4g eye creams, two 5g jars of cream and 
five face masks are not materially integrated, materially modified or highly relevant to the two 
100ml bottles of serum in the main contract or highly relevant, and therefore clearly 
distinguishable from the other promises in the contract. The two 4g eye creams, two 5g jars of 
cream and five face masks are therefore each a separate performance obligation. 
(3) Membership reward points. 
Membership reward points are also part of a company's publicly announced policy, specific 
statement or past customary practice, a promise that the customer can expect the company to 
honour, and all should be treated as a single performance obligation. However, considering that 
the membership reward points are redeemed 1:1 for the actual amount spent by the customer 
and that 10 points are equivalent to 1 yuan, they are highly relevant to the sale price of the two 
vials of serum as the main commodity under the Revenue Standard 10 and therefore not 
significantly different from the other commitments in the contract. The complimentary 
membership points should therefore be combined with the serum as the main merchandise as 
a single performance obligation. 
(4) Courier Fee. 
It is important to note that while shipping included is also part of Company P's past trading 
practices, the courier fee does not constitute a performance obligation. Under Revenue 
Standard 9, the initial activities that an enterprise should perform to fulfil a contract do not 
normally constitute a performance obligation. Courier fee is an initial activity to achieve the 
purpose of the contract, so courier fee is not a performance obligation but a contractual 
performance cost incurred to achieve the contract. 
In summary, Company P sold the serum kit with five individual performance obligations, 
namely 100ml VA serum, 100ml VC serum, two 4g eye creams, two 5g creams and five face 
masks. The complimentary membership points were combined with the two 100ml bottles of 
serum as a single performance obligation and the shipping costs were part of the contractual 
performance costs. 
4.2.2. Confirmation of Transaction Price 
According to the provisions of Revenue Standard 15, when recognising the transaction price, 
enterprises cannot directly recognise the invoiced amount as the transaction price, but also 
need to consider the impact of some special terms on the transaction price, such as variable 
consideration, the existence of significant financing elements in the contract, non-cash 
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consideration, consideration payable to customers, etc. Some of the Singles’ Day offers are likely 
to be special terms and conditions that can ultimately affect the transaction price of a serum kit, 
so they need to be analysed one by one. According to the text, their concessions are shown in 
Figure 3. 
 

 
Figure 3. The serum skin care kit deals 

 
In particular, the products given away by Company P, as well as the day-to-day offers such as 
membership reward points and shipping included, do not affect the final price paid by the 
customer and therefore do not change the price of the transaction. However, both deposits and 
coupons can affect the final price and it is necessary to determine whether they are special 
matters and whether they affect the transaction price. 
(1) Coupons. 
Firstly, shop coupons are not special terms and conditions and are not offset against the 
transaction price, nor are they recognised as revenue. The shop coupon is not variable 
consideration. The amount of consideration in a contract between a company and its customers 
may change due to discounts, rebates, refunds, reward points, incentives, etc. This is variable 
consideration. In addition, contracts where different amounts of consideration are received 
based on the occurrence or non-occurrence of certain contingencies are also contracts with 
variable consideration. Although the shop coupon is a commercial discount, the customers 
knew before the Singles' Day, when they paid the deposit, that they could use the shop coupon 
for a 30 yuan discount on the final payment. The customer who paid the deposit would have 
used the shop coupon when paying the final payment, resulting in a fixed value of the 
contractual consideration, so the shop coupon is not variable consideration and the shop 
coupon is not consideration payable to the customer. Under Revenue Standard 19, if the 
company provides the 30 yuan shop coupon after the customer has paid on Singles' Day and 
the customer is able to use it immediately to offset the amount of the transaction, the shop 
coupon is consideration payable to the customer. However, in this transaction, the customer 
had already obtained the shop coupon before payment was made and it was not a rebate, which 
is not in line with the nature of consideration payable to customers. The purpose of setting up 
this shop coupon is to attract customers to make a purchase. The coupon is available to 
everyone and customers who pay a deposit will definitely use the coupon on the day of the 
event. The 30 yuan shop coupon should therefore be recognised as an “Selling Expenses”. 
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In addition, the platform allowance set by Tmall for cross-store discount is similar to the shop 
coupon, which is neither a special provision nor a reduction of transaction price. As the cross-
store discount is borne by Company P, it is equivalent to a further discount of 60 yuan provided 
by Company P. Therefore, the 60 yuan discount is also a “Selling Expenses” of Company P and 
is treated similarly to a shop coupon for accounting purposes.  
(2) Deposit. 
Deposit is not included in the transaction price and no revenue is recognised upon receipt. In 
the past, companies recognised the transaction price based on the invoiced amount, and as the 
deposit was included in the invoiced amount, it was included in the transaction price. However, 
under Revenue Standard 14, the transaction price is the amount of consideration that the 
business is expected to be entitled to receive as a result of the transfer of goods to the customer. 
The deposit is an amount already paid by the customer and Company P is no longer entitled to 
receive this part of the consideration on Singles' Day, therefore the deposit does not meet the 
definition of transaction price and is not included in the transaction price. The deposit is also 
not a “contractual liability”. According to Revenue Standard 41, a contractual liability is an 
obligation to transfer goods to a customer for which consideration has been received or is 
receivable by the enterprise, such as payments received by the enterprise prior to the transfer 
of the promised goods. Contractual liabilities relate to revenue and are a form of advance 
receipts (as distinct from advance receipts). Whereas the deposit is essentially collected in 
advance to facilitate performance of the contract, Company P has no obligation to transfer the 
goods to the customer. If the customer waives the final payment on Singles' Day, the deposit is 
generally not directly refundable. Therefore, when Company P receives the 60 yuan deposit 
from the customer, it should be recognised as an “deposit received” and included in revenue 
when revenue is recognised for the serum kit. 
When Company P receives the deposit before Singles' Day, its accounting entry is as follows. 
Debit: Bank deposit 60. 
Credit: Deposit received 60. 
In summary, neither the deposit nor the two types of coupons affect the transaction price when 
Company P recognises the transaction price. The deposit should be recognised as an “deposit 
received” and the shop coupon and platform allowance are both “Selling Expenses” for 
Company P. The final transaction price is therefore 390 yuan, calculated as follows. 
Transaction price = 600 yuan – 60 yuan (deposit) – 60 yuan (deposit inflation) – 30 yuan (shop 
coupon) – 60 yuan (platform allowance) = 390 yuan. 
The individual selling prices for each of the individual performance obligations and their 
apportioned transaction prices amounts are shown in Table 3. 
 

Table 3. The individual selling prices and apportioned transaction prices 
Individual performance obligations Individual selling prices Apportioned transaction prices 

100ml VA serum 
195 points 

300 + 19.5 = 319.5 yuan 390  319.5  966 = 129 yuan 

100ml VC serum 
195 points 

300 + 19.5 = 319.5 yuan 390  319.5  966 = 129 yuan 

Two 4g eye creams 79  2 = 158 yuan 390  158  966 = 63.79 yuan 
Two 5g jars of cream 35  2 = 70 yuan 390  70  966 = 28.25 yuan 

Five face masks 99 yuan 390  99  966 = 39.96 yuan 
Sub-total 966 yuan 390 yuan 
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5. Conclusion 

The development of electronic commerce has changed the economic environment on which 
traditional accounting is based, making traditional accounting theory has not been able to meet 
the needs of enterprises to account for economic activities, which requires accounting theory 
to keep pace with the development of the times to make corresponding adjustments (5). Unlike 
IFRS 15, our New Revenue Standard does not use retrospective adjustments and requires 
companies to adjust only the cumulative effect to the amount of retained earnings at the 
beginning of the year and other relevant items in the financial statements upon first-time 
implementation. There are significant differences and substantial changes in the specific 
provisions of the old and new standard, and both corporate finance and government regulation 
face challenges in implementation. 
For e-commerce companies, it is more of a shift in thinking about revenue recognition. Finance 
staff will need to sort through the original contracts to determine whether the timing of revenue 
recognition has changed, whether the estimates of variable consideration elements such as 
credit usage and rebate discounts are reasonable, how revenue should be recognised when it 
involves the provision of return services, whether there was previously a mix of the net total 
method and calculate the cumulative impact. 
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