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November 20, 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 Canadian Accounting Standards Board (AcSB) to the 

International Accounting Standards Board’s (IASB) Request for Information “Post-

implementation Review: IFRS 8 Operating Segments”, issued in July 2012. 

The AcSB is Canada’s national accounting standard setting body, which has adopted a strategy 

of importing IFRSs into Canada for publicly accountable enterprises.  The AcSB consists of 

members from a variety of backgrounds, including preparers, advisors, academics and financial 

statement users.  Additional information about the AcSB can be found at www.frascanada.ca. 

The AcSB consulted with Canadian preparers, practitioners, regulators and users, including 

members of the AcSB’s User Advisory Council and investor members of the Canadian Institute 

of Chartered Accountants’ Canadian Performance Reporting Board.  The views expressed in this 

letter take into account comments and perspectives raised by these stakeholders and individual 

members of the AcSB and its staff.  However, they do not necessarily represent a common view 
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of the AcSB, its committees or staff.  Views of the AcSB are developed only through due 

process.  

The AcSB strongly supports post-implementation reviews and welcomes the IASB’s first such 

review and the opportunity to comment on the implementation of IFRS 8 Operating Segments.    

In general, we think that IFRS 8 has broadly achieved its objective of disclosing information to 

enable users of financial statements to evaluate the nature and financial effects of the business 

activities in which it engages and the economic environments in which it operates.  However, 

users generally want more information regarding segments to be disclosed.   

The Financial Accounting Federation is currently carrying out a post-implementation review of 

FASB Statement 131 Disclosures about Segments of an Enterprise and Related Information 

which is converged with IFRS 8.  The AcSB strongly encourages the IASB and the FASB to co-

ordinate any amendments to their respective guidance resulting from their respective reviews so 

as to maintain this convergence. 

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 Peter Martin, Director, Accounting Standards at +1 416 204-3276 (email 

peter.martin@cica.ca), or Nicky Lahner, Principal, Accounting Standards at +1 416 204-3348 

(email nicky.lahner@cica.ca).   

 

Yours truly, 

 

Gordon Fowler, FCA 

Chair, Canadian Accounting Standards Board 

+1 416 204-3490 

gord.fowler@cica.ca



 

 

APPENDIX 

Comments 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. 

 As noted in the cover letter, this is the response of the AcSB.  Canadian stakeholders have no 1.

experience with the previous IASB standard, IAS 14 Segment Reporting, since IFRS 8 was 

effective 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 for 13 years.  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.  The management discussion and 

analysis (MD&A) required by securities regulators in Canada includes segment disclosures 

that are largely consistent with IFRS 8 but also requires certain other disclosures that are 

more detailed and extensive than those required by IFRS 8.  Although we do not have 

experience with IAS 14, Canada did have a prior standard, SEGMENTED INFORMATION 

Section 1700 that was very similar to IAS 14.  After 13 years of experience with Section 
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1701, no thought was ever given under pre-changeover GAAP to abandon Section 1701 and 

revert back to a standard similar to Section 1700.  Users, preparers, practitioners and 

regulators all preferred the management approach used in Section 1701/ IFRS 8. 

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? 

Preparers: please include information about whether your reporting of operating segments 

changed when you applied IFRS 8.  If it did, what effect did that change have on the efficiency of 

your reporting processes and your ability to communicate with investors? 

 The AcSB thinks that the management perspective is important because this allows investors 2.

to view a company’s operations from the same perspective as management and have an 

insight into how management organizes and manages the company’s operations.  The 

management perspective also provides an effective communication tool for managers 

because they are able to explain the business, the way it is managed and how they steward it. 

The management perspective facilitates the timely preparation of financial information with 

relatively less cost and less effort required of financial statement preparers. 

 The AcSB thinks that using the management perspective is less burdensome on preparers 3.

than other possible segment methodologies because internal management reports are used for 

external reporting.  Preparers we consulted agreed that the management perspective is 

efficient for their reporting processes and is an effective method to communicate segment 

information about a company’s operations.  

 Based on discussions with users, regulators and practitioners, the AcSB notes that challenges 4.

have been experienced in practice in identifying the CODM.  Also, as technology advances a 
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large amount of information, at varying levels of detail, is often easily available to senior 

management.  This evolution is making it more difficult to clearly identify the information 

reviewed by the CODM. 

 Users also think that more guidance should be provided regarding what is considered to be 5.

“regularly reviewed” by the chief operating decision maker (CODM).  An operating segment 

may not be separately disclosed because the CODM reviews it periodically but not regularly. 

 Financial statement users we consulted were concerned that the information disclosed by 6.

companies in the segment note is often not detailed enough to allow them to fully understand 

the business and to predict future earnings and cash flows.  They indicated that the 

quantitative thresholds set out in the standard often result in the reporting of segments that 

are too broad to be useful for modelling.  Additional information provided by some 

companies during their investor calls and in their MD&As usually has more analytical value 

for users. 

 Users have noted that there have been discrepancies sometimes between what is disclosed in 7.

the financial statements and how the business is described in the MD&A and other public 

documents, including the company’s website.  These documents tend to provide more 

information about the company’s operations and more disaggregated components compared 

to what is disclosed in the financial statements.  Companies that provide segment information 

at a relatively higher level in the financial statements have indicated to users that their 

financial statements disclose information that is reviewed by the chief operating decision 

maker but they may disclose additional information in the MD&A.  Some companies include 

a “catch-all” segment that contains activities not included in the other segments.  This “catch-

all” segment may include several diverse businesses about which no disaggregated 

information is available.  Users agree that having an objective of providing segment 

information in the financial statements that is consistent with the MD&A would provide 

more useful information to users.  

 The AcSB thinks that determining when operating segments should be aggregated is a 8.

challenging area for preparers and practitioners and the guidance on this is sparse.  
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Regulatory challenges in this area are frequent.  When Section 1701 was applied in Canada 

under pre-changeover GAAP, the AcSB found it necessary to develop and issue additional 

guidance on aggregation to address the concerns regarding inappropriate aggregation.  

Therefore, we recommend that additional guidance should be provided on when operating 

segments should (and should not) be aggregated.  

 IFRS 8 does not currently provide for disclosure of segment information at a less aggregated 9.

level than a reporting segment.  The AcSB thinks that IFRS 8 should require an entity to 

disclose additional information where necessary to meet the core principle of the standard, 

similar to the requirements in paragraph 63 of IFRS 3 Business Combinations, paragraph 3 of 

IFRS 12 Disclosure of Interests in Other Entities and paragraph 92 of IFRS 13 Fair Value 

Measurement.  Therefore, we recommend that the following requirement should be added to 

IFRS 8:  

“If the disclosures required by this IFRS, together with disclosures required by other 

IFRSs, do not meet the core principle in paragraph 1, an entity shall disclose whatever 

additional information is necessary to meet that objective.” 

 Users were also concerned that when companies change their segments, the historical 10.

information about the segments is not always disclosed, presumably because the information 

is not available or the cost to develop it would be excessive.  Users find that this lack of 

history significantly limits the benefit of the segment information, making it difficult to 

understand the company’s performance over time and to model the business, particularly 

when companies restructure their segments frequently (as some do).   

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

understand the effects that you describe. 

Preparers: it would be helpful if you could provide information about whether you changed your 

measurement basis for operating segment information on the application of IFRS 8 and, if so, 

what effect this has had on your ability to communicate information about operating risks and 

performance with investors and other users of your financial statements.? 

 Non-IFRS measurements can be helpful in communicating information about operating risks 11.

and performance.  However, the AcSB notes that information required by IFRS 8, including 

both IFRS and non-IFRS measures, does not convey as much information on operating risks 

and performance as Canadian companies are required to include outside the financial 

statements in their MD&A. 

 Users generally think that providing additional non-IFRS line items in the statement of 12.

comprehensive income for individual segments enables companies to present additional, 

useful information.  For example, some companies have reported the effects of rate 

regulation in their rate regulated operating segments, and these effects are then reversed in 

the reconciliation to the financial statements.  This information helps users understand the 

performance of the company’s rate regulated activities, but equally importantly, it reflects 

how management monitors the performance of these businesses.   

 However, users also stated that some non-IFRS measures can be confusing or misleading, 13.

rather than facilitating the understanding of the operating risks of managing a specific 

business or business segment.  It is important that non-IFRS measures be clearly defined.   

 Preparers noted that non-IFRS measures are used more extensively and effectively in the 14.

MD&A than in the financial statements. 
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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. 

Preparers: please provide information about any changes in reported line items that resulted 

from the application of IFRS 8. 

 Users have indicated that more information is needed about the revenue and expense items in 15.

a segment.  The information provided is often not sufficient to support meaningful analytical 

work.  The line items considered to be most useful are segmented revenues and detailed 

operating and maintenance expenses.  Users think that information should also be provided 

about segment cash flows.  Cash flow information is seldom provided in the segment note.  

Based on discussion with preparers and practitioners, we understand that this could be 

difficult and onerous for preparers because full statements of financial positions are not 

always prepared for segments. 

 Preparers think that investors understand the reported line items because those items are 16.

generally aligned with the management commentary provided.  Investors do occasionally 

request additional information not disclosed in the note, for example net income by segment 

when management assesses performance based on earnings before interest and taxes. 

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 



AcSB response to Post-implementation Review: IFRS 8 November 20, 2012 
 
 

9 

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. 

Preparers: please consider whether operating segment disclosures are more or less burdensome 

when based on information prepared in accordance with your own internal reporting 

requirements.  If any requirements are burdensome, please provide details of those disclosures 

and explain why they are costly or time-consuming to prepare.  Do you think that the 

information you present now about operating segments conveys better information to investors 

and shareholders?  It would be useful to indicate whether you regularly report any segment 

information in addition to that required by IFRS 8. 

 Users think that the specific disclosure requirements in IFRS 8 are helpful, provided the 17.

grouping of operating segments into reporting segments does not obfuscate weaknesses or 

deficiencies of operating sub-segments.   

 The users consulted generally support the management perspective approach, but are 18.

concerned when there is a large reconciling amount between the total of the reporting 

segments and the total company amounts.  Users would like to understand what this 

reconciling amount is and how it relates to each segment.  Requiring reconciliations of line 

items to be prepared segment by segment rather than at a total operating segments level 

would address this issue.  Currently, users have to make an arbitrary allocation of the total 

reconciling amount for each line item, for example revenue, depreciation, interest, etc., to 

estimate what the GAAP amount would be for each segment.  IFRS 8 currently requires 

intersegment revenues to be separately disclosed.  However it would be more useful if 

intersegment eliminations for all line items were disclosed.   

 Preparers agree that the operating segment disclosures are not burdensome because a large 19.

part of the information required by IFRS 8 is also prepared for the MD&A.  However, some 

investors, analysts and preparers consider that the information provided in the financial 

statements and MD&A is repetitive because this information is provided in both places. 
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Question 6: 

How were you affected by the implementation of IFRS 8? 

Preparers: in answering this question please focus on whether you incurred significant 

unexpected costs, either as a one-time expense when implementing the Standard or as a 

recurring cost at each reporting cycle.  If you did incur unexpected costs, please explain what 

these were and in what way they were required to comply with IFRS 8. 

In addition, we would like to know what practical difficulties you encountered, if any, when 

applying IFRS 8.  Did you find that IFRS 8 is clear about all aspects of the requirements, such as 

the identification of operating segments, aggregation of segments and the nature of the CODM?  

If IFRS 8 is not clear, please provide details of your experience. 

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. 

 We were not affected by implementing IFRS 8 because IFRS 8 is essentially the same as 20.

SEGMENT DISCLOSURES, Section 1701, which was applied in Canada under pre-

changeover GAAP.  


