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INTRODUCTION

Financial Reporting Standard 8 [“FRS 5" ©perating
Segments wos issved by the Malaysian Accounting
Standards Board [“MASE™ in November 2005, It
replaces FRE 114 Segment Reporting which is in
line with MASE’s plans fo converge with the
International Financial Reporting S tandards [“IFRSs M
b 1 Januany 2012, FRS G is identfical to IFRS 8 issued
by the Intermnational Accounting Standards Boord
(858,

This standard applies fo entfities whose debt and
equity instruments are traded in o domestic or
fareign stock exchange or to those that file, or are
in the process of filing ifs financial staterments with
Securiies Commission  or  other  regulatory
organisation for the purpose of Bsuing any class of
irstrurmeants in g puklic market.

FRS § sefy out disclosure of information about an
enfife’s operating segments, i products and
services, geographical areas in which It operates
and i major customers. The purpose s for
management to highlight financial information and
measures that they belisve are important for them
to make informed decisions. The adoption of FRS 5
can dlso differentiate an entity from its comp etitors
and assist investors understand its value.

FRs & is effective for annual pericds beginning on or
after 1 July 2009, Early adoption s alowed,. and
management must disclose that fact, In M alaysica,
the fist set of financial staterments that need to
adhere fo FRE § would be enfities with financial
yvedr end 30 June 2010,

The rmain features of FRS § are highlighted below:

* Requires entity to report financicl and descriptive
information about its reportable segments.

* Requires idenftification of operating segments
based on internal reports regularly reviewsd by
chief operating decision maker [“COOM').

* Requires financial information to be reported on
the same basis as is vsed internally for evaluating
operafing segment peaformance and deciding
how to  alocate  resources  to operating
segments,

* Includes entity’s component that sells primarily or
exclusively to other operation ssgments of the
enfity.

* Requires reportable segment information to be
reconciled to the entify’s financigl staterments.

* Requires explanation on measurement uvsed for
each reporfable segment.

* Requires entity to disclose information about ifs
revenue edrmed.

* Requires entity to disclose information on ways in
which its operating segments were determined.
segment’s product and services, differenceas in
rmeasurement vsed in reporting segment and the
financial  statements and changes in
measuremant of segment amounts from prior
periods.

FACTORS TO BE
CONSIDERED ON FIRST
TIME ADOPTION OFFRS 8

1. Identify Chief Operating Decision Maker (“CODM™)

CODM represents a function within an entity that allocates
resources and monifors performance of the operating
segments, The term iz not necessarily o manager with a
specific fitle. It can be a group of executive directors or
others. Information reviewed by SODM s the key driver of
segment reporting. It is important for entities to identify the
appropriate person(s] for this role as the designated
person(s] will be responsible to corectly identify the
repottable segments.

2. More operating (and therefore reportable) segments may

be identified

Wiore business componants regularly reviewed by CODM.
M anagement needs to corsider the impact of disclosing
this information in the financial staterments s required by
the standard, as certain information can be commercially
sensifive.

3. Review intemal control processes for moanuagement

accounts

Waragemsant may need fo invest more fime and money
to ensure management accounts are sufficient to support
external disclosures and audit. The standard also requires
reconciliation  between fotal  reportable segment
revenues, total profit and loss. total assels and other
amounts disclosed in the reportable segments to the
coresponding amounts in the financial statements. An
audit frail should be established between mandagement
accounts and financial statements.

4. Restate comparatives

Wanagerment must consider the impact of FRS 8 to ik
compardtive  figures. Comparative numbers must be
restated if the structure of its internal crganisation changes
that causes corresponding information for earlier periods
to be restated, unless information is not available or cost
to develop it would be high. Managemeant neads to find
wiays in capturing relevant information prior to the initial
application of the standard.
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