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Background

• IFRS 8 was issued by the IASB in November 2006

• It replaces IAS 14 – Segment Reporting

• The standard introduces a management approach to the identification 

and measurement of an entity/groups operating segments.



Scope

• Standard is effective for periods beginning on or after 1 January 2009, 

early application is permitted

• The standard must be applied to the separate and individual financial 

statements of an entity, and the consolidated financial statements of a 

group with a parent:

- whose debt or equity instruments are traded in a public market

- that files or is in the process of filing financial statements with a securities 

commission or other regulatory organisation for the purpose of issuing any class of 

instrument in a regulated market

, there are no disclosure requirements included in IFRS for SMEs in relation to segment 

reporting.



Definitions

Operating segment

An operating segment is a component of an entity:

a) that engages in business activities from which it may earn revenues 

and incur expenses (including inter group transactions),

b) whose operating results are regularly reviewed by the entity’s b) whose operating results are regularly reviewed by the entity’s 

chief operating decision maker to make decisions about resources 

to be allocated to the segment and assess its performance, and

c) for which discrete financial information is available.



Operating segments

__

• Not necessary to be generating revenue or incurring 

expenses

• An operating segment may include a business activity 

that is yet to generate revenue – for example a start 

up operation / business unit that is currently only 

generating expensesgenerating expenses

• Not all parts of entities must fall into category of 

operating segment (i.e. corporate headquarters) –

functions such as corporate headquarters may not fall 

into an operating segment because it is unlikely to 

meet the definition of an operating segment since any 

revenue & expenses are incidental and management 

are unlikely to allocate to a segment.



Operating segments

__

• The ‘chief operating decision maker’ refers to a 

function rather than a person – the function being the 

strategic operation of the business. So this could be 

the board of directors; a small management team 

charged with operating the business; an individual

• Identification of segments not necessarily • Identification of segments not necessarily 

straightforward, This may be because the chief 

operating decision maker is given reports in various 

forms that break the entity into segments in a variety 

ways (for instance this could be both geographic 

segment, product line, service line etc) where they 

review this information regularly. considerations may 

include: 
- existence of manager(s) responsible for segment

- Information presented to not only the chief operating decision maker but 

also the board



Reportable segments

An entity needs to report information about each operating 

segment that:

• has been separately identified as an operating segment or 

results from aggregating two or more of the identified 

operating segments that meet certain aggregation criteria, 

and

• exceeds certain quantitative thresholds 



Reportable segments – aggregation criteria

Two or more operating segments can be combined where:

• the segments have similar economic characteristics; and 

• the segments are similar in each of the following respects:
- the nature of the products and services;

- the nature of the production processes;

- the type or class of customer for their product and service;- the type or class of customer for their product and service;

- the methods used to distribute their products or provide their services; and

- the nature of the regulatory environment 

- the standard does not require the operating segments to be combined where they meet the 
aggregation criteria – it is a choice of the entity. Management may decide that they want to 
report segment information at the operating segment level as they believe the information is 
relevant to users and it shows the level of detail that management monitor the entity at.



Reportable segments – quantitative thresholds

Where the following quantitative thresholds are met, the entity must 

separately disclose information about an operating segment:

• its reported revenue is 10% or more of the combined revenue of all 

operating segments (revenue includes internal and external sales or 

transfers)

• the absolute amount of its reported profit or loss is 10% or more of the

- Combined reported profit of all segments that did not report a loss

- Combined reported loss of all segments that reported a loss

• its assets are 10% of more of the combined assets of all operating 

segments



Reportable segments – quantitative thresholds

• where an operating segment does not meet any of the quantitative 

thresholds, management may still decide that it is important to 

separately disclose the information about the particular segment if 

they believe that information would be useful to users of the financial 

statements.

• entity may combine information about operating segments that do not • entity may combine information about operating segments that do not 

meet the quantitative thresholds above with other operating segments 

that also do not meet the quantitative thresholds in order to produce a 

reportable segment IF the operating segments have similar economic 

characteristics AND share the majority of the aggregation criteria on 

the previous slide. However, this is the extent of the guidance provided 

on this matter and it will be a matter of judgement as to when small 

operating segments can be aggregated to form a reportable segment



Reportable segments – quantitative thresholds

• the standard requires that the total external revenue reported by 

operating segments to be at least 75% of the total revenue. Where the 

identified segments do not achieve this, the entity needs to identify 

additional operating segments until the criteria is met. The standard 

does not provide any guidance on how to achieve this criteria.

• Information about other business activities and operating segments that 

are not reportable shall be combined and disclosed in an ‘all other are not reportable shall be combined and disclosed in an ‘all other 

segments’ category separately from other reconciling items.  Note that 

the sources of the revenue included in the ‘all other segments’ 

category shall be described

• the standard requires that where an operating segment was identified 

as a reportable segment in the prior period (ie because it exceeded the 

10% threshold) then it should continue to be recognised as a reportable 

segment in the current period (even if it does not meet the recognition 

criteria) where it continues to be of ‘continuing significance’. Note 

however that the standard (unhelpfully) does not define what is meant 

by ‘continuing significance



Measurement 

__

• The amount of each segment item reported will be the amount 

reported to the chief operating decision maker for the purpose of 

making decisions about allocating resources to the segment and 

assessing its performance

• This is a significant change from how segment 

revenue/results/assets/liabilities were reported under IAS 14 as the revenue/results/assets/liabilities were reported under IAS 14 as the 

amount reported does NOT need to be reported using any GAAP 

measures.

• Note that IFRS 8 does not define what is meant by segment profit or 

loss, including revenues, expenses, assets, liabilities – so the entity can 

decide what they want to report within each section. There is however 

a requirement for the measurement basis to be explained in the 

accounts. 



Disclosure

Disclose information that enables the user to evaluate the nature and 

financial effect of the business activities in which it engages, and the 

economic environment that the entity operates in, by disclosing:

• general information

• information about reported segment profit or loss, including • information about reported segment profit or loss, including 

revenues, expenses, assets, liabilities and the basis of 

measurement

• reconciliations of total segment revenues, profit or loss, assets, 

liabilities (and other material segment items) to relevant totals for 

the entity



Disclosure

Note that the reconciliation is reconciliation of the segment revenue, 

assets, liabilities etc to the GAAP measures reported in the financial 

statements.

Note that reconciling adjustments could arise as a result of not only 

unallocated segment revenue/expenses but also as a result of 

accounting policy adjustments (i.e. the entity can report their internal accounting policy adjustments (i.e. the entity can report their internal 

segment information in say UK GAAP, or any other GAAP).

Note that the mandatory disclosures are:

• Profit/loss before tax

• Total assets

• Total liabilities (where this is reported to the CODM)



Disclosure - entity wide 

• Revenues from external customers for each product / service

• Analysis of revenue by geographic location of customer

• Geographic analysis of location of non-current assets

• Extent of reliance on major customers (>10% of revenue)



Disclosure - entity wide 
The client will also need to provide additional information in entity wide 

disclosures, where this information is not included within the segment 

information presented. This information includes:

• Information about products and services – the entity shall report the revenues 

from external customers for each product and service or each group of similar 

products and services.

• Information about geographical areas – the entity should disclose the following 

geographical information:geographical information:

• Revenues from external customers attributed to the entity’s country 

of domicile and attributed to foreign countries.

• Non-current assets other than financial instruments, DTAs, post 

employment benefit asset, and rights arising under insurance 

contracts that are located in the entity’s country of domicile and 

attributed to foreign countries. 

• This information does not need to be reported if the cost to develop this 

information would be excessive. If the information is not disclosed then this 

fact should be reported.

• The amounts reported should be based on the financial information that is 

used to produce the entity’s financial statements.



Other considerations

Impairment

• IAS 36 requires identification of cash generating units for impairment 

testing

• cash generating unit must not be larger than an operating segment (i.e. 

it cannot be a reportable segment unless these are the same as it cannot be a reportable segment unless these are the same as 

operating segments)



Amendment effective  1 January 2010

IFRS 8  Operating Segments

Issue: Disclosure of information about segment assets

Current requirements-A measure of total assets needs to be reported for 

each reportable segment.

AmendmentAmendment

A measure of total assets for a reportable segment only needs to be 

reported if such an amount is regularly provided to the chief operating 

decision maker.

This amendment was made to eliminate inconsistency between IFRS 8 and 

long-standing interpretations published in the US for the application of 

SFAS 131.

Effective date: 1 January 2010


