
 
  

  

Asset Accounting and Revenue Recognition 
 

Course Module in Financial Accounting 
 
Course Modules help instructors select and sequence material for use as part of a course. Each module 
represents the thinking of subject matter experts about the best materials to assign and how to organize 
them to facilitate learning. 
 
Each module recommends four to six items. Whenever possible at least one alternative item for each 
main recommendation is included, as well as suggested supplemental readings that may provide a 
broader conceptual context. Cases form the core of many modules but we also include readings from 
Harvard Business Review, background notes, and other course materials. 
 
1. Overview of suggested content (HBS case unless otherwise noted) 
 

Title Author Product 
Number 

Publication 
Year 

Pages Teaching Note 

1. Introduction 
Accounting at MacCloud 
Winery 

Hawkins, 
Kaplan & 
Miller 

105081 2005 2p 106008 

Alternative: Urban Water 
Partners (A) 

Ramanna, 
Serafeim & 
Sesia 

111016 2010 11p 111067 

Supplement: Accounting 
Framework, Financial 
Statements, and Some 
Accounting Concepts  
(HBS note) 

Bruns Jr. 193028 1992 12p -- 

2. Revenue and Recognition 
Accounting for the iPhone at 
Apple Inc. 

Brochet, 
Palepu & 
Barley 

111003 2010 19p 111094 

Alternative: Biovail 
Corporation: Revenue 
Recognition and FOB Sales 
Accounting  
(HBP Brief case) 

Chapman 4011 2009 9p 4012 

Supplement: Revenue 
Recognition and Reporting 
(HBS note) 

Hawkins 101050 2000 18p -- 

3. Inventory 
Compass Box Whiskey 
Company 

Autrey & 
Shanthikumar 

108032 2007 11p 111140 

https://hbsp.harvard.edu/product/105081-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/105081-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/111016-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/111016-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/193028-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/193028-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/193028-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/193028-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/111003-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/111003-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/4011-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/4011-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/4011-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/4011-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/101050-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/101050-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/108032-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/108032-PDF-ENG?itemFindingMethod=Search


 
  

  

Alternative: Merrimack 
Tractors and Mowers: LIFO 
or FIFO? (HBP Brief case) 

Bruns Jr., 
Bruns & 
Harmeling 

3217 2008 6p 3218 

Supplement: Question of 
LIFO or FIFO: Which is 
Preferable? 
(HBS note) 

Bruns Jr. & 
Bruns 

104087 2004 3p -- 

4. Fixed Assets 
Depreciation at Delta Air 
Lines: The “Fresh Start” 
(HBP Brief case) 

Bruns Jr. 4013 2009 9p 4014 

Alternative: Land Securities 
Group (A): Choosing Cost or 
Fair Value or Adoption of 
IFRS 

Riedl 105014 2004 14p 105015 

Supplement: Long-Lived 
Assets (HBS note) 

Hawkins 195264 1995 21p -- 

5. Capitalizing vs. Expensing 
Polymedica Corp. (A) Hawkins & 

Cohen 
104023 2003 9p 104037 

 
II. Rationale for selection and sequencing the items in this module 
 
This financial accounting module assumes that students have had a basic introduction to financial 
statements in a pre-matriculation course. (For those needing review, the online Financial Accounting 
course listed at the end of this module may be useful resource.) 
 
In Section 1, the case Accounting at MacCloud Winery reviews accounting concepts at a conceptual 
level, allowing class discussion to focus on how the accounting categories complement each other rather 
than concentrating on numerical calculations. The alternative case, Urban Water Partners (A), asks 
students to put together a pro-forma income statement, cashflow statement, and balance sheet for a new 
business venture to bring water to residents of Dar es Saalam, Tanzania.  The HBS background note 
provides a broad overview of the main principles that guide accountants. 
 
Section 2 covers revenue and recognition.  The main selection, Accounting for the iPhone at Apple Inc., 
discusses the criteria for revenue recognition. Apple finds itself under pressure for using subscription 
accounting to recognize revenue associated with its iPhone.  The alternative, Biovail Corporation, looks at 
a narrower issue, whether the company should account for sales FOB shipping or destination, but also 
looks at a wide range of peripheral issues, like the management of information flows to the capital 
markets, relationships with analysts, and the enforcement role of the SEC. The supplement is a note on 
Revenue Recognition and Reporting. 
 
Section 3 discusses inventory accounting. Compass Box Whisky Company is facing a changing supply 
situation and is considering switching to a business model with high inventory and long lead times, but 

https://hbsp.harvard.edu/product/3217-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/3217-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/3217-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/104087-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/104087-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/104087-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/4013-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/4013-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/105014-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/105014-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/105014-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/105014-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/195264-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/195264-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/104023-PDF-ENG?itemFindingMethod=Search


 
  

  

wonders what the change will mean to operations, risk, and the company’s financial statements. In the 
alternative, Merrimack Tractors and Mowers, there is a push to change from LIFO to FIFO in order to 
maintain earnings growth although it also means higher income taxes.  The supplement, the note 
Question of LIFO or FIFO; Which is Preferable?, discusses the advantages and disadvantages of 
choosing LIFO or FIFO. 
 
In Section 4, Fixed Assets, the main selection, Depreciation at Delta Air Lines: The “Fresh Start”, 
introduces students to the components of depreciation policy and the impact of that policy choice on 
financial reporting and business strategy.  The alternative, Land Securities Group (A): Choosing Cost or 
Fair Value on Adoption of IFRS, illustrates the three methods of accounting for long-lived assets (cost, 
revaluation, and fair value) and explores the impact of a change in international reporting standards for a 
UK real estate firm. The supplement is the background note Long-Lived Assets, which discusses 
accounting for long-lived fixed assets, depreciation and asset impairments. 
 
In the final section, Section 5, the case concerns Polymedica, which is being criticized for capitalizing 
instead of expensing its direct-response advertising costs.  The case explores the controversial issues in 
this accounting debate, the precedent set by America Online, and the accounting principle of 
conservatism.  
 
Additional Resources: 
 
Financial Accounting: An Introductory Online Course (6002) 
Inventory Exercises (101012) 
Revenue Recognition Exercises (103065) 
Why I Use the Case Method to Teach Accounting (193177) 

https://hbsp.harvard.edu/product/6002-HTM-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/101012-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/103065-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/193177-PDF-ENG?itemFindingMethod=Search

