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Segment Identification - 2 methods

--
Products & Services Geographical Area

Mdirams : sweets - SI

Namkeen -> S2

fast food rest - -33

↓

Risk & Rewards alag alag↓
"Business Segmenting"

- Jab segmenting : Product Iservices ke basis pe hoti hein

I,

Kyu Karuga
↓

pas : Risk & Reward that is different from

other products & services (other segments)

- R& R X

ShadRam's : sweets see
-

-

·-I ina
North India East India South India

↓

Geographical Area/Economic Environment

Risks & Rewards change" * Geographical segmenting can

#, be done on the basis of(
component

V

Geographical segmenting location of customer or

location of assets.

sell product
R& R are different
On the basis of economic envir.
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Dominant factor Primary Segment secondary seg.

1) Product & Service : Risk & Reward = Business seg. Geographical seg
2) Economic Environment : Risk & Reward = Geographical seg

Business
seg.

Both are dominant

3) Product 2 service : Risk & Reward

3 Business Seg- Geographical Seg.t

Economic Environment : Risk &Reward
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Segment Report is After the 1st report.

1st prepared as a report will also

per primary be prepared for

segment. the secondary seg.
Reportable segments

↓ Segment Revenue Criteria : If revenue of
any segment

10% of Total Revenue
of all segments combined

,

then such segment
will be considered reportable segment-

Example:

A B C D E Total

Segment Revenue = 550 420330 120 48 ⑯
237067 2877% 2260% 822% Littil

⑨ ⑫

Segment A
,
B. C are reportable segment.

2. Segment Asset Criteria : - If Segments Assets - 10% of Total Assets of all segment
combined-

A B B E Total

Segment Assets 10000 8500 7000 7500 75 33750

% 29063 25. 19 200TH 22022 G:22

⑬ ② ⑫

Segment A
,
B

.

C
,

D are reportable segments.

3. Segment Result Criteria : - If segment resulto Totaloa
b) All segments in losses

we is more in absolute terms.
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A B C D E Total Profit Total Loss

Segment Result 175 118 (30) (10) (50) 285 98
-

61048 3860 10.53 3.57 17057 285 Greater

② ②

Segment A
,
B. C&E are reportable segments-

As per combined interpretation of all three tests all 5 segments are

reportable segments.
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Example : Segment A and B have been identified as reportable segments
as per 10% Tests

Details of Revenue of all segments are as follows :-

A BC I E Total

External :

9) Domestic So 40 2015 20 145

b) Export 153 130 10 1040 378

Total External Rev. 200 10 30 55 60 575

Inter-segment 15 10 55 1045

Total Segment 215 180 35 60 70 580

Revenue

calculate as per the 75% external revenue principle whether

additional segments are to be identified as reportable segments.

solution : - As per 75% Revenue Principle ;

External Revenue of Reportable Segments 15% Total Enterprise (External)
Revenue-

1) External Revenue of Reportable = 370

2) Enterprise Revenue = 575

3) Percentage ofEnterprise Revenue = T8

The entity will have to identify more segments are reportable

segments until total external revenue of reportable
segments is - 75% of Total Enterprise Revenue·

CONTINUITY PRINCIPLE

current financial Next financial
Year Year
↓

Segment A

↓ by default 7

Reportable Segment Reportable segment/ -



↓ ↓
10% criteria 57 . Revenue even if it doesnot
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satisfy Principle satisfy 10% criteria
↓ in this year.

This concept This concept
will apply. will not apply

⑪ ⑭ ⑬
10% Enult ⑮I
salsiy b

is only if⑫ ⑫ by it satisfy oe

⑪ criteria or 75% R. P.

in coy . and not

10% No by default.

satisfy not satisfy

REPORTABLE SEGMENT FOR IST TIME

If a segment is identified as reportable segment for the 1st time,
the company should restate and present its data relating to the

preceeding period unless it is impractical to do so.

This should be done for comparative purpose.

This should be done even if the particular segment didnot satisfy
10% thresholds in the preceeding period.

CHANGE IN ACCOUNTING POLICIES RELATED TO SEGMENT REPORTING

-> Disclosure a) Nature of change
b) financial impact in the segment report.

- Disclosure should be given in the segment report itself.

Example : - Identification of a new reportable segment.

change in basis of allocation of revenue and expenses

amongst the segments.

DISCLOSURES REQUIRED IN SEGMENT REPORT

1 : Segment Revenue : External Revenue

Intersegment Revenue
Total Segment Revenue

* Reconcile with Enterprise Revenue



2. Segment Results : * Reconcile with Enterprise Results 153

3. Segment Assets : Fixed Assets
Currents Assets

* F-A- acquired during the period
* Depreciation/Amortisation during the period.

* Reconciliation with Enterprise Assets

↳ Segment Liabilities : NCL
Ch

* Reconciliation with Enterprise Liabilities


