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Post-implementation review of IFRS 8 Operating Segments 

Introduction and purpose of this paper 
The IASB has been developing its approach to post-implementation reviews (PIR), a 
new mandatory step in its due process for major projects.  The first PIR will focus on 
IFRS 8 Operating Segments, which was issued by the IASB in November 2006 and 
became effective on 1 January 2009. 

This paper sets out some background to how we intend to conduct the PIR for IFRS 8.  
It also includes comments on how other reviews could differ depending on the 
standard being reviewed.   

Introduction of PIRs 
The Trustees added PIRs as a mandatory step to the IASB’s due process requirements 
in 2007.  At the time, there was some controversy over the introduction of IFRS 8 
Operating Segments.  The Trustees decided that it would be appropriate to review 
major projects about two years after the new requirements had become effective.  The 
idea of starting a review after two years was intended to give the IASB the 
opportunity to assess the outcome of a new standard on the basis of two years of 
experience by those applying IFRSs.  Reporting periods vary internationally, with 31 
December being a common period end in the northern hemisphere and 30 June being 
common in the southern hemisphere.  To be able to assess the outcome of a new IFRS 
across a broad range of jurisdictions with data from two years, reviews would 
normally start about 30 to 36 months after the mandatory effective date. 

In 2011 the Board and staff held consultations on the PIR process with a broad range 
of the IASB’s consultative bodies, including the IFRS Advisory Council (AC), the 
IFRS Interpretations Committee (IC), its Global Preparers Forum (GPF) and Capital 
Markets Analysts Committee (CMAC) as well as national and regional 
standard-setting bodies (through the National Standard-Setters (NSS) forum, the 
World Standard-Setters (WSS) conference and direct consultations with regional 
groups such as the European Financial Reporting Advisory Group (EFRAG), the 
Asian-Oceanian Accounting Standard-setters Group (AOSSG) and the Group of Latin 
American Accounting Standard-Setters (GLASS). 



Scope 

When the Trustees introduced PIRs, they decided that the reviews would normally be 
limited to important issues identified as contentious during the development of the 
pronouncement and to consideration of any unexpected costs or implementation 
problems encountered.  Focusing on the ‘contentious’ issues was on the basis that 
when the IASB issues new requirements, it is normally aware of those aspects that 
generated the most debate and for which choices were made that might not be 
supported by one or more interested parties.   

The consultations undertaken by the IASB in 2011 highlighted the concerns of some 
constituents that this scope would prevent the Board from undertaking a broader 
review of a new requirement.   

The purpose of a PIR is not to revisit all of the arguments and issues raised when the 
new IFRS was developed.  However, neither the Trustees nor the Board believe that 
the reviews should be artificially constrained to matters identified as being 
contentious at the time the IFRS being developed.  The goal of improving financial 
reporting underlies any new standard  and concerns about the quality of a new 
standard will not be ignored. 

What is important is that the Board should think carefully about the scope of the 
review and be willing to adjust the scope in the light of what it learns in the course of 
the review.  It is also important that the Board should communicate clearly the 
probable scope of a particular review and its reasons for selecting that scope.  The 
Board has designed the review with this in mind.   

 

 

Timing 

The consultation also highlighted that beginning the review after two years of 
application was itself controversial.  Some people and organisations that we consulted 
observed that two years was likely to be too late to address unforeseen application 
issues that had come to light on adoption.  Others noted that two years was probably 
too early to be able to assess the overall effectiveness of the new requirements, 
particularly if the IASB is relying on academic research to help make such an 
assessment. 

The Board understands these concerns, but notes that its interpretations and 
implementation activities begin when an IFRS is first issued.  The Interpretations 
Committee and the Board respond to implementation concerns even before an IFRS 
becomes effective.  The Board did so for IFRS 3 Business Combinations, by making 
some annual improvements to IFRS 3.  A well-functioning implementation process 
should address unforeseen application issues as quickly as possible after they have 
been revealed on adoption.  The Board also knows that it can take some time for 



studies to reveal the overall effect of a change in financial reporting.  It will be 
important to set out clear objectives for a particular review.  If it becomes obvious that 
there is insufficient information to consider some of the broader  aspects of the IFRS, 
the Board should acknowledge that fact and either defer that part of the review or 
modify its scope.  The Board also notes that its three-yearly review provides an 
opportunity for the Board and its constituents to assess areas where financial reporting 
should be improved. 

Transparency and public consultation 

The Trustees have made it clear that it is the responsibility of the Board to carry out 
PIRs.  The Trustees and the Board are aware that some constituents think PIRs should 
be undertaken by an independent party.  However, the Trustees think that a 
transparent and robust review process is likely to be the most effective and efficient 
way to undertake the review.  Also, the Board is more likely to learn more from the 
reviews by being involved at every step.   

The Board and its staff are required to report regularly to the Trustee’s Due Process 
Oversight Committee (DPOC) on the decisions that it takes in establishing and 
conducting the reviews.  The Board will also discuss the reviews in public Board 
meetings and ensure that its website provides information to help constituents to 
monitor progress.  Fundamentally, the Board and its staff expect to involve a wide 
range of IFRS constituents themselves in the reviews. 

Background to the development of IFRS 8 
The project to develop IFRS 8 was added to the Board’s agenda in September 2002 as 
a short-term convergence project, conducted jointly with the United States 
standard setter, the Financial Accounting Standards Board (FASB).  The objective of 
the project was to reduce differences between IFRSs and US GAAP that were capable 
of resolution in a relatively short time and that could be addressed outside the major 
projects. 

As part of the project, the Board identified the differences between the existing IFRS, 
IAS 14 Segment Reporting and the US standard, SFAS 131 Disclosures about 
Segments of an Enterprise and Related Information.  The Board also reviewed 
academic research findings on segment reporting and held meetings with users of 
financial statements. 

SFAS 131 and IAS 14 differed in two main respects.  

(i) Identification of segments: IAS 14 required segments to be identified based 
on differences in the risks and returns of either the products and services 
provided (a business segment approach) or the economic environments in 
which the entity operated (a geographical segment approach).  SFAS 131 
is based on reporting the operations ‘through the eyes of management’.  
The segments identified in accordance with the requirements of SFAS 131 



are those segments that are used internally and that are reviewed by the 
chief operating decision maker (CODM) when allocating resources.  

(ii) Measurement basis: IAS 14 required the amounts disclosed for each 
segment to be measured on an IFRS basis (ie consistently with the basis 
used in the rest of the IFRS financial statements).  SFAS 131 requires the 
amounts disclosed for each segment to be measured on the same basis as 
that used internally by the CODM when allocating resources.  

At the conclusion of the project the Board decided to withdraw IAS 14 and replace it 
with IFRS 8.  IFRS 8 achieved convergence with SFAS 131 except for a few minor 
differences.  

The most controversial aspect of IFRS 8 was a move away from information 
presented on the basis of industrial and geographical segments to a ‘through the eyes 
of management’ approach.  The other concern was allowing entities to report segment 
information using the information used by the chief operating decision maker rather 
than IFRS numbers.  At the time IFRS 8 was developed there were conflicting views 
among the investor community as to whether the change in segment focus would 
improve financial reporting. 

Background to the development of the PIR work programme 
The agenda paper presented on 11 January to the DPOC at the Trustees’ meeting in 
Singapore summarised the three planned phases of the PIR: 

(a) Phase A : Defining the scope and developing the work programme 
This involves preliminary research and targeted outreach to identify the main 
issues arising from IFRS 8 that need to be investigated.  At the end of this 
phase the Board will confirm the scope of the review and determine what 
additional work should be undertaken.    

This phase of the review focuses on understanding perceptions of the new 
requirements, from a wide range of parties.  For example, if the perception is 
that entities change their segments regularly, then it might be appropriate to 
examine this more closely by reviewing financial reports.  If all parties 
perceive that a particular aspect of an IFRS is working well, the Board might 
decide that no further review work is necessary on that matter. 

The information gathered in this phase of the review and the planned scope of 
work in the next phases, if any, would be discussed in a public meeting of the 
Board.   

(b) Phase B : Investigating the issues identified 
This involves undertaking more detailed research and outreach on the issues 
selected in phase A.  Possible steps include a survey of users, preparers, 
auditors and regulators and a review of relevant, available academic 
research.  National standard-setters will be asked to assist us in conducting 
this phase of the review. 



The evidence gathered will be reviewed for gaps or anomalies and further 
investigation will be undertaken if required. 

(c) Phase C : Reporting 
This involves assessing the results of the review, recommending courses of 
action in response, and publishing a feedback report on the review. 


