Study Unit 4 – Segment Reporting / Operating Segments
Segment Reporting is the financial reporting of company divisions – can be based on location or product line
· It is possible that the company can have several divisions selling/manufacturing the same product line – remember to add those together in the financial notes
· The total company would not include segment revenues between divisions

The following is all part of the notes to the financial statements

Segment information: (split between products and a company total)

Profit before tax 

Less Income Tax expenses

Profit after taxes

Profit before taxes include:

External revenue (revenue from sources other than operating segments – deduct the % of sales made to another segment) 
Revenue from other segments ( % sales that occurred between the segments)
Total Revenue

Interest received

Interest paid

Depreciation

Segment Assets

Segment Liabilities

Capital Expenditure

Reconciliation between Segment information and line items in the financial Statements 

Revenue
Total segment Revenue

Less revenue from other segments  

Total revenue (must balance to total company financial income)

Profit for the period (balance back to the profit after tax of the company as per statement)
Total segment profit before tax
LESS unrealized profit in segment inventory (inventory sales between segments are unrealized until sold)

Depreciation (head office if available)

Expenses (head office if available)

PROFIT BEFORE TAX (as per company statement)

Income tax expense

· Total segment income tax expense

· Income tax on unrealized profit inventory (deduct)

· Income tax benefit (head office) (deduct)

PROFIT AFTER TAX AS PER STATEMENT OF COMPREHENSIVE INCOME
Total Assets

Total segment Assets

Less Unrealized profit in intersegment Inventory (just the profit % the markup on cost)

Less intersegment loan
Add in head office assets

TOTAL ASSETS 

Total Liabilities

Total segment Liabilities

Less Tax on unrealized profit in intersegment Inventory (just the tax on the profit % the markup on cost)

Less intersegment loan

Add in head office Liabilities

TOTAL ASSETS 

