Accounting Standard — AS 17(issued 2000) :Segment Reporting

Objective:-

The objective of this Standard is to establish principles for reporting financial information, about
the different types of products and services an enterprise produces and the different geographical
areas in which it operates. Such information helps users of financial statements:

(a) better understand the performance of the enterprise;

(b) better assess the risks and returns of the enterprise; and

(c) make more informed judgements about the enterprise as a whole.

Many enterprises provide groups of products and services or operate in geographical areas that
are subject to differing rates of profitability, opportunities for growth, future prospects, and risks.
Information about different types of products and services of an enterprise and its operations in
different geographical areas — often called segment information — is relevant to assessing the
risks and returns of a diversified or multi-locational enterprise but may not be determinable from
the aggregated data. Therefore, reporting of segment information is widely regarded as necessary
for meeting the needs of users of financial statements.

Attention is specifically drawn to paragraph 4.3 of the Preface, according to which Accounting
Standards are intended to apply only to items which are material.

Scope:-

1. This Standard should be applied in presenting general purpose financial statements.

2. The requirements of this Standard are also applicable in case of consolidated financial
statements.

3. An enterprise should comply with the requirements of this Standard fully and not selectively.
4. If a single financial report contains both consolidated financial statements and the separate
financial statements of the parent, segment information need be presented only on the basis of
the consolidated financial statements. In the context of reporting of segment information in
consolidated financial statements, the references in this Standard to any financial statement items
should construed to be the relevant item as appearing in the consolidated financial statements.
Definitions:-

5. The following terms are used in this Standard with the meanings specified:

5.1 A business segment is a distinguishable component of an enterprise that is engaged in
providing an individual product or service or a group of related products or services and that is
subject to risks and returns that are different from those of other business segments. Factors that
should be considered in determining whether products or services are related include:

(a) the nature of the products or services;

(b) the nature of the production processes;

(c) the type or class of customers for the products or services;

(d) the methods used to distribute the products or provide the services; and

(e) if applicable, the nature of the regulatory environment, for example, banking, insurance, or
public utilities.

5.2 A geographical segment is a distinguishable component of an enterprise that is engaged in
providing products or services within a particular economic environment and that is subject to
risks and returns that are different from those of components operating in other economic
environments. Factors that should be considered in identifying geographical segments include:
(a) similarity of economic and political conditions;



(b) relationships between operations in different geographical areas;

(c) proximity of operations;

(d) special risks associated with operations in a particular area;

(e) exchange control regulations; and

(F) the underlying currency risks.

5.3 Areportable segment is a business segment or a geographical segment identified on the basis
of foregoing definitions for which segment information is required to be disclosed by this
Standard.



