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Disaggregated revenue disclosures
The relevance and value of more transparent revenue disclosures
Careful consideration of
the appropriate level of
revenue disaggregation is
imperative for the market’s
understanding of how
economic factors may
impact the nature,
amount, timing and
uncertainty of revenue and
associated cash flows

•

AASB 15 Revenue from Contracts with Customers has challenged the status quo of
revenue disclosures typically seen in the past by adding new, comprehensive
disclosure requirements

•

Entities are required to provide disaggregated revenue information in both their
annual and interim financial statements about the composition of revenue,
including information to explain the relationship between the disaggregated
revenue and revenue disclosed for each reportable segment

•

To date many revenue disclosures have been simplistic, not necessarily meeting the
objective of the disclosure requirement to provide insight into how economic
factors impact and influence the nature, amount, timing and uncertainty of revenue
and associated cash flows

•

Since adoption of AASB 15, regulators locally and globally have challenged the
adequacy of disaggregated revenue disclosures, suggesting that the level of
disclosure in the first year after adoption is not hitting the mark in providing users
of the financial statements with information about an entity’s revenue that is
aligned to how management and those charged with governance analyse its most
fundamental transaction streams

•

Entities are encouraged to revisit their revenue disclosures in light of this focus by regulators and at regular intervals to ensure
that, when a change in circumstances occurs, such as the current COVID-19 environment, categories are appropriately revised

•

Judgement and careful consideration is needed to determine the extent of disaggregation required to provide the market with
relevant and transparent information that is consistent with information included in the financial statements and other market
disclosures and to enables users to predict and analyse future revenue performance.
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Introduction
One of the new disclosure requirements in AASB 15 Revenue from Contracts with Customers (AASB 15), effective from 1 January 2018,
requires entities to disaggregate revenue from contracts with customers into categories that depict how the nature, amount, timing
and uncertainty of revenue and cash flows are affected by economic factors. This is the only AASB 15 disclosure that is required to be
presented in both annual and interim financial statements. In addition to disaggregated revenue, entities are also required to provide
enough disclosure to enable users of financial statements to understand the relationship between disaggregated revenue and
revenue information that is disclosed for each reportable segment if the entity applies AASB 8 Operating Segments (AASB 8).1
In this publication, we consider what is required by the standard, reflect on the disclosures we’ve seen in the global market since
adoption of AASB 15, and the response of regulators thereto. We also provide examples for entities to consider when preparing their
own disclosures.

The requirement to disclose disaggregated revenue
The objective and relevance
Revenue recognised in the statement of comprehensive income arises from the transfer of different goods or services and from
contracts that involve different types of customers or markets. Fundamental to understanding an entity’s business and its financial
performance is a clear understanding of its sources and nature of revenue and the internal and external factors that may impact the
amount and timing of revenue recognised in the financial statements.
In the past, entities were only required to disaggregate revenue into significant categories, which often in practice only included the
disaggregation between revenue from the provision of services and the sale of goods. Often the only clue to give readers a better
understanding of the nature of the entity’s revenue and how or where it was derived, was the information provided in the accounting
policy and the segment note, which not all entities are required to present. Even those disclosures did not provide readers with a
great deal of insight into how economic factors impacted revenue and associated cash flows. In many cases the disaggregated
information was included in corporate presentations or the review of operations outside of the financial statements.
The objective of the new disclosure requirement in AASB 15 is to provide users of the financial statements with the ability to
understand, predict and analyse the nature, amount, timing and uncertainty of future revenue and its conversion to cash. It
essentially seeks to provide insight into how management and those charged with governance analyse and measure revenue
streams in assessing business performance.

Developing disaggregated revenue disclosures
In developing the requirements for disaggregated revenue disclosures, the International Accounting Standards Board decided to
specify an objective for providing disaggregated information rather than being prescriptive in what disclosures are required. This
would enable an entity to disaggregate revenue into categories that are meaningful for its business and should result in
disaggregation that is neither too aggregated nor too detailed. On a theoretical level, this appears relatively straightforward, but we
have seen companies grappling with the implementation because developing disaggregated revenue disclosures bespoke to the
entity’s unique facts and circumstances is a matter of judgement.
The following pages outline several questions to be considered when developing disaggregated revenue disclosures:

The disclosure requirement for the disaggregation of revenue is contained in AASB 15.114-115 and application guidance in AASB 15.B87-B89.
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Do the categories selected provide relevant and transparent information based on the
entity’s unique facts and circumstances?
Entities need to decide on the most appropriate categories depending on facts and circumstances pertaining to their
contracts with customers. Furthermore, revenue should be disaggregated to a level that provides relevant and
transparent information to the users of the financial statements. AASB 15.B89 includes a list of example categories,
outlined below. It is however important to note that the list is not exhaustive and should not be viewed as a checklist.
Category

Example

Type of good or service

Major product lines

Geographical region

Country or region

Market or type of customer

Government and non-government customers

Type of contract

Fixed-price and time-and-material contracts

Contract duration

Short-term and long-term contracts

Timing of transfer of goods or services

Revenue from goods or services transferred to customers at a
point in time or over time

Sales channels

Goods sold directly to consumers and goods sold through
intermediaries

Should revenue be disaggregated into more than one type of category?
Some entities may need to disaggregate their revenue using more than one type of category to meet the disclosure
objective in the standard. For example, management may analyse revenue performance in several different ways. It may
look at revenue derived from private versus government contracts, analyse revenue separately based on whether revenue
will be recognised at a point in time or over time, and perhaps also different types of contracts (e.g. fixed-price and timeand-material contracts). Entities are encouraged to present disaggregated revenue disclosures in a consistent manner.
The example below depicts one way entities may consider presenting such disclosure.
Note x. Revenue from contracts with customers
Company X provides engineering and
maintenance services (E&M services) to
government and private sector customers
in the aviation industry, including providing
customers with any replacement parts as
needed. Company X operates in only one
geographical segment being Australia.
Aligned with how the business is managed
and financial performance analysed,
revenue has been disaggregated on the
following basis:
•
•
•
•
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Type of customer (private sector and
government contracts)
Type of contract (fixed price and timeand-materials)
Type of product/service provided
(E&M services and sale of parts)
The timing of revenue recognition
(over time or point in time).

Timing of revenue recognition
Revenue from E&M services is recognised over time whereas
revenue from the sale of parts is recognised at a point in time.
2020*
$’000
$’000
$’000
E&M
Sale of
Total
services
parts
Customer and service type
Private sector contracts
54,523
2,563
57,086
Government contracts
25,526
1,536
27,062
80,049
4,099
84,148
Fixed
price
Contract type
E&M services
Sale of parts

39,425
4,099
43,524

Variable
price
40,624
40,624

Total

80,049
4,099
84,148

*For illustrative purposes only. Comparatives are not
disclosed.
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How is revenue disaggregated in other communications?

04

Do disaggregated revenue disclosures adequately explain the relationship to reportable
segment revenue?

05

Do the accounting policies for revenue and segments align with revenue and segment note
disclosures?

06

Should previous assessments be revisited?

It is important for entities to consider how revenue is disaggregated in other communications to the market. For example,
the Operating and Financial Review (OFR) included in the Director’s Report or analyst and other market presentations.
Entities often disaggregate revenue in those communications based on careful consideration and judgement already
applied in determining its business strategy and the positioning of its business in the market and the disclosures in the
financial statements should be consistent with, and benefit from, those judgements.

Once an entity has developed disaggregated revenue disclosures based on its own unique facts and circumstances in
accordance with the requirements of AASB 15, the disclosures should contain sufficient information to convey the
relationship between disaggregated revenue and each reportable segment’s revenue information as required by AASB 8.

It is important to ensure that the accounting policies for revenue and segments are consistent with the revenue and
segment note disclosures. Be mindful of the use of inconsistent or contradictory language, naming conventions,
categorisation or descriptions of the various types of revenue. The accounting policies are a key part to the user’s
understanding of disaggregated revenue and related segment disclosures.

Entities are encouraged to revisit their assessments of disaggregated revenue categories at regular intervals to ensure
that, when a change in circumstances occurs, categories are appropriately revised. The current economic environment
resulting from the impact of COVID-19 would be one such example where changes in circumstances may have occurred
for many entities. For example, different trading conditions in different states across Australia resulting from COVID-19 or
impacts on various types of customers (e.g. government versus private sector) may have led to differing performance
across parts of the business or, for example, changes in contract terms. In these scenarios, it may be appropriate for an
entity to revisit its previous assessment of disaggregation categories in the current year.

The scorecard since adoption of AASB 15
Since AASB 15 became effective, many entities have received enquiries from regulators locally and globally, challenging the
adequacy of revenue disaggregation disclosures. In many cases, entities were questioned about apparent inconsistencies in the
disaggregation categories selected compared to other (and in many instances more detailed) information available in the market,
suggesting that entities still have some work to do.
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Examples of some regulator comments since the adoption of the new revenue standard
The following are examples of comments from publicly available comment letters received by entities that report to the
Securities and Exchange Commission (SEC) of the United States of America (U.S.)2:
•

•

•

•

Please tell us how you considered the guidance to disaggregate revenue into categories that depict how the nature,
amount, timing, and uncertainty of revenue and cash flows are affected by economic factors, e.g., geographical
regions, customer market or type and sales channel
Please tell us how you selected categories to present disaggregated revenue information. In this regard, we note your
products, various properties and various ways customers may purchase advertising. We also note your disclosure
regarding how your results are impacted by increases in mobile searches and growth in YouTube revenue. Please tell
us why you believe your current disclosures meet the objective of depicting how the nature, amount, timing and
uncertainty of revenue and cash flows are affected by economic factors
We note from your response to our prior comment 1 that x and x products are major product groups within the x
operating segments. Please tell us why you have not disclosed disaggregated revenue further by these two major
product groups and consideration of the guidance since you disclose this disaggregation in your earnings slides
supporting your earnings calls
We note your presentation of disaggregated revenue by reportable segment and by location. With respect to the
disclosure requirements, please tell us how you considered the guidance in selecting the appropriate categories to
use to disaggregate revenue. In this regard, we note that the timing of transfer of goods or services to customers
occurs both at points in time and over time. In particular, tell us if you considered separately disclosing new member
and billing fees earned from your franchises and if you considered disclosing corporate-owned store revenue in
further detail (i.e., membership fees, enrolment fees, annual fees, retail sales, etc.)

Example disclosures
A sample of examples of disaggregated revenue disclosures are presented below to highlight certain aspects of how the
requirements of AASB 15 have been applied in practice. Our assessment of current disclosures is that disaggregated revenue
disclosures are generally presented by starting with revenue for each reportable segment disaggregated by high level product or
geographical groupings and referencing whether revenue is earned over time or at a point in time.
The objective is not to present these examples as best practice or model disclosures. Entities are encouraged not to apply a template
approach to disaggregated revenue disclosures but to develop disclosures that take the entity’s facts and circumstances into account
and will provide an appropriate level of insight to users of the financial statements.
The following icons are used in the examples below to draw attention to various aspects of the disaggregated revenue disclosures.

Disaggregation categories

Segment information

Other information

More than one type of disaggregation
category has been selected in order to
meet the disclosure objective in
AASB 15.B87.

The disclosure explains the relationship
between disaggregated revenue and the
revenue information disclosed for each
reportable segment as required by
AASB 15.115.

The disaggregated revenue disclosure is
consistent with how information about the
entity’s revenue has been presented for
other purposes, for example, the OFR or
market presentations.

The reason for including only SEC comments in this publication is because, in contrast to Australia and other jurisdictions globally, comment letters
issued by the SEC are made available publicly. Our observation is that the matters raised by the SEC are generally aligned with what we have seen
raised by the local regulator.
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Precision Drilling Corporation
Source: Precision Drilling Corporation, 2019 Annual Report, page 81.

Management’s discussion and
analysis (MD&A) in the Annual
Report is consistent with the
segment note and
disaggregation of revenue

Two categories – geographical
market and type of service. All
revenue relates to services
performed over time, therefore
no disclosure is provided relating
to timing of recognition
Disaggregation disclosures
consistent with the MD&A and
segment note

Disaggregated revenue
disclosures are presented for
each segment
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Telstra Corporation Limited
Source: Telstra Corporation Limited, Annual Report 2020, pages 94-100.

Disclosure in respect of segments
and disaggregation of revenue
consistent with how the business
performance is analysed in the OFR
(from page 22) of the Annual Report

Disaggregated revenue
disclosures are presented for
each segment

Revenue disaggregated by the
timing of revenue recognition –
services (over time) and products
(point in time)

Revenue in scope of AASB 15
disaggregated by products
and other revenue not in
scope of AASB 15 disclosed
separately
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Revenue disaggregated by
geographical market and
revenue not in scope of
AASB 15 disclosed
separately
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Washington H. Soul Pattinson and Company Limited
Source: Washington H. Soul Pattinson and Company Limited, Annual Report 2020, pages 81 and 107.

Segments consistent with
Review of Group Entities
(from page 9) of the
Annual Report

Three categories – timing
of transfer of goods and
services, major product
lines and geographies

Disaggregated revenue
disclosures are presented
for each segment

Revenue disaggregated
by major product lines

Revenue disaggregated
by geographical regions

Revenue disaggregated
by the timing of revenue
recognition – over time
and point in time
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Conclusion
Judgement is required in determining the extent to which revenue should be disaggregated. It is important to ensure that the
market is provided with relevant and transparent information of how economic factors may impact the nature, amount, timing and
uncertainty of revenue and associated cash flows. Entities should give careful consideration when selecting the categories to use to
disaggregate revenue and ensure that the categories selected align with how revenue is disaggregated in other communications, e.g.
the OFR or market presentations. Where management and those charged with governance analyse revenue in several different ways
(e.g. type of customer or whether revenue is earned over time or at a point in time), entities are encouraged to present
disaggregated revenue disclosures in a consistent manner using more than one type of category. The use of a matrix format to
present disaggregated revenue disclosures may provide a transparent basis to communicate the consistency of those disclosures
with the relevant segment information.
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