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November 19, 2012 

Submitted electronically via www.ifrs.org 

International Accounting Standards Board 

30 Cannon Street, 

London   EC4M 6XH 

United Kingdom 

 

Dear Sirs, 

Re: Post-implementation Review: IFRS 8 Operating Segments 

This letter is the response of the User Advisory Council (the Council) of the Canadian 

Accounting Standards Board (AcSB) to the International Accounting Standards Board’s (IASB) 

Request for Information “Post-implementation Review”, issued in July 2012. 

The Council comprises of a diverse group of 26 members, including investors and investment 

professionals, credit granters in financial institutions, equity and credit analysts, and rating 

agency analysts.  Additional information about the Council can be found at www.frascanada.ca. 

The views expressed in this letter are those of the Council members and do not necessarily 

represent a common view of the Council, the AcSB, or staff, nor do the views expressed by the 

Council members represent the views of their respective organizations.  Views of the AcSB are 

developed only through due process.  
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The Council appreciates the opportunity to provide comments on the IASB’s post-

implementation review of IFRS 8.  Segmented information is critical to users and Council 

members strongly support the IASB’s decision to conduct a post-implementation review of the 

effectiveness of IFRS 8.  Council members find that the segments identified in companies’ 

financial statements are often too broad to enable them to adequately evaluate the nature and 

financial effects of the business activities in which an entity engages and the economic 

environments in which it operates.  Specific responses to the Request for Information are 

provided in the Appendix to this letter.  We look forward to participating in future post-

implementation reviews of this nature. 

We would be pleased to elaborate on our comments in more detail if you require.  If so, please 

contact me Anthony Scilipoti (email ascilipoti@veritascorp.com), Peter Martin, Director, 

Canadian Accounting Standards Board Staff at +1 416 204-3276 (email peter.martin@cica.ca), 

or Nicky Lahner, Principal, Canadian Accounting Standards Board Staff at +1 416 204-3348 

(email nicky.lahner@cica.ca).   

 

Yours truly, 

 

Anthony Scilipoti, CA, CPA 

Chair, User Advisory Council 

ascilipoti@veritascorp.com



 

 

APPENDIX 

Comments of the User Advisory Council of the Canadian Accounting Standards Board on 

the IASB’s Request for Information, “Post-implementation Review: IFRS 8 Operating 

Segments” dated July 2012 

Question 1:  

Are you comparing IFRS 8 with IAS 14 or with a different, earlier segment-reporting 

Standard that is specific to your jurisdiction? 

In providing this information, please tell us: 

(a) what your current job title is; 

(b) what your principal jurisdiction is; and 

(c) whether your jurisdiction or company is a recent adopter of IFRSs. 

If you work in a non-IFRS environment your input is still useful to us—but we would like to know 

about your current reporting of operating segments so that we can assess your information in 

that context. 

1. As noted in the cover letter, this is the response of the User Advisory Council.  Canadian 

stakeholders have no experience with the previous IASB standard, IAS 14 Segment 

Reporting, since IFRS 8 was in place when Canada adopted IFRSs in 2011.  As a result we 

cannot comment on the effect of adopting IFRS 8 relative to IAS 14.  However, IFRS 8 is 

essentially the same as SEGMENT DISCLOSURES, Section 1701, which was applied in 

Canada under pre-changeover GAAP.  Therefore, we can provide useful input to the IASB 

on how the requirements in IFRS 8 have been applied in practice in Canada and the benefits 

and difficulties Canadian stakeholders have experienced. 
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Question 2: 

What is your experience of the effect of the IASB’s decision to identify and report segments 

using the management perspective? 

Investors: please focus on whether our initial assessment—that the management perspective 

would allow you to better understand the business—was correct.  What effect has IFRS 8 had on 

your ability to understand the business and to predict results? 

2. Council members agree with the principle that the management perspective provides a useful 

breakdown of a company’s business into reporting segments.  However, members are 

concerned at the degree of flexibility available to management in determining reporting 

segments.  In particular Council members think companies aggregate segments to too high a 

level making the segmented information insufficient to enable users to adequately evaluate 

the nature and financial effects of the business activities in which an entity engages and the 

economic environments in which it operates.  This is considered to be particularly relevant if 

an entity engages in start-up operations that have yet to produce revenues.  Aggregating 

segments can also result in a “netting effect” that may hide the poor performance of sub-

segments by aggregating them with other segments that are performing well, portraying the 

reported segments as positive overall.  These sub-segments could result in the aggregated 

segments beginning to hollow out in terms of their performance. 

3. Council members are concerned that management do not always provide period over period 

comparisons in the financial statements when discussing their segment operations.  The 

makeup of the segments may also change from time to time reducing comparability even 

within the same entity. 

4. Some Council members are concerned about the subjectivity and resulting non-comparability 

of segmented results for entities in the same industry.  This is because different entities may 

segment their businesses differently and also because of subjective processes for transfer 

prices between segments and for allocations of costs, assets and liabilities.  For example, the 

segment results of Canadian banks are heavily dependent on transfer pricing, especially 
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transfer pricing of funds, and allocations of expenses and capital.  Many banks assume that 

all of the segments in the bank are subject to the same covenant as the parent bank i.e., that 

they would all have the same credit rating on a stand-alone basis.  Even small changes in 

notional ratings between segments would have a significant impact on segmented results.  

Limited use is made of the segment results of Canadian banks, rather the consolidated line-

by-line results are used to model the business.  Similar transfer pricing issues apply in many 

industries where one segment of a company transacts business with another segment.  

Question 3: 

How has the use of non-IFRS measurements affected the reporting of operating segments? 

Investors: please comment on the effect that the use of non-IFRS measurements has had on your 

ability to understand the operating risks involved in managing a specific business and the 

operating performance of that business.  It would be particularly helpful if you can provide 

examples from published financial statements to illustrate your observations and enable us to 

understand the effects that you describe. 

5. The Council thinks that non-IFRS measurements can create problems, partly due to the lack 

of consistency in how such measurements are defined.  Some members find that certain non-

IFRS measurements do not facilitate the understanding of the operating risks of managing a 

specific business or business segment.   

6. One Council member stated that he knew of few instances where a corporation provided 

information in its financial statement notes that would allow a user to anticipate and quantify 

for its segment risks other than boiler-plate language.  Thus, it is necessary to seek the 

information from other sources, such as analyst conferences or management discussions. 
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Question 4: 

How has the requirement to use internally-reported line items affected financial reporting? 

Investors: please focus on how the reported line items that you use have changed.  Please also 

comment on which line items are/would be most useful to you, and why, and whether you are 

receiving these. 

7. The line items considered to be most useful to draw out meaningful analytical work are 

segmented revenues and detailed operating and maintenance expenses such as depreciation, 

depletion and amortization and taxes other than income taxes, as well as income taxes by 

jurisdiction.  Information should also be provided about segment cash flows.  Cash flow 

information is not required by IFRS 8, although this is important information for users. 

Question 5: 

How have the disclosures required by IFRS 8 affected you in your role? 

Investors: please provide examples from published operating segment information to illustrate 

your assessment of the disclosures relating to operating segments.  Do you now receive better 

information that helps you to understand the company’s business?  Please also comment on the 

specific disclosure requirements of IFRS 8—for example, those relating to the identification and 

aggregation of operating segments; the types of goods and services attributed to reportable 

segments; and the reconciliations that are required.  It would also be useful to indicate whether 

you regularly request other types of segment disclosures. 

8. Segmented information is critical to users.  However, the segments identified in companies’ 

financial statements are often too broad to enable users to adequately evaluate the nature and 

financial effects of the business activities in which an entity engages and the economic 

environments in which it operates.  

9. One Council member identified a company that had five revenue streams disclosed on the 

income statement.  The identified company also disclosed five additional operating segments 
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in the note disclosures, which did not correspond to the revenue streams on the income 

statement.  No reconciliation between the segmented information and the income statement 

was provided.  

Question 6: 

How were you affected by the implementation of IFRS 8? 

Investors: please focus on whether the way in which you use financial reports has changed as a 

result of applying IFRS 8.  Please explain to us what that effect was and the consequences of any 

changes to how you analyse data or predict results. 

10. Council members cannot comment on the effect of implementing IFRS 8 because IFRS 8 is 

essentially the same as SEGMENT DISCLOSURES, Section 1701, which was applied in 

Canada under pre-changeover GAAP.  


