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GRAP 18: SEGMENT REPORTING 

A PRACTICAL PERSPECTIVE 

The answer to whether an entity needs to apply GRAP 18 Segment Reporting may appear to be a 

simple one, but in practice, it could be less straight-forward than it seems. This article aims to 

assist entities to get on the right track in their consideration of this Standard. 

 
OVERVIEW 

Financial statements comprise summarised and aggregated information about a wide variety of activities 

undertaken by an entity. The purpose of segment reporting is to present more specific and detailed 

information about the major activities undertaken by an entity during a particular period, along with the 

resources allocated to those activities.   

  

SCOPE OF GRAP 18 

GRAP 18 is applicable to all entities that apply the accrual basis of accounting as well as the GRAP 

reporting framework as set out in Directive 5 issued by the ASB. The standard applies to separate (or 

individual) financial statements of an entity, as well as to consolidated financial statements of an 

economic entity. 

 

It therefore applies to entities for financial years ending 31 March 2016, listed in the following schedules 

of the Public Finance Management Act (PFMA): 

 Schedule 1: Constitutional Institutions 

 Schedule 2: Major Public Entities 

 Schedule 3A: National Public Entities 

 Schedule 3C: Provincial Public Entities 

It is also applicable to Public FET Colleges with financial years ending 31 December 2016. 

 

Municipalities, municipal entities, trading entities, Parliament and the Provincial Legislatures are not 

required to apply or early adopt GRAP 18 Segment Reporting as the Minister of Finance has not yet 

determined the effective date for application by these entities. 
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IMPORTANT DEFINITIONS 

Segments are identified by the way in which information is reported to management, both for purposes of 

assessing performance and making decisions about how future resources will be allocated to the various 

activities undertaken by the entity. The major classifications of activities identified in budget 

documentation may usually reflect the segments for which an entity reports information to management. 
 

GRAP 18 defines a segment as an activity of an entity  

a) that generates economic benefits or service potential (including economic benefits or 

service potential relating to transactions between activities of the same entity)  

b) whose results are regularly reviewed by management to make decisions about resources 

to be allocated to that activity and in assessing its performance, and;  

c) for which separate financial information is available. 
 

Management is defined in the Standard as those persons responsible for planning, directing and 

controlling the activities of the entity, including those charged with the governance of the entity in 

accordance with legislation, in instances where they are required to perform such functions. 
 

Reportable segments are the actual segments which are reported on in the segment report. They are the 

segments identified above or alternatively an aggregation of two or more of those segments where the 

aggregation criteria (discussed further below) are met. 
 

Using the case study of an existing client, the South African Library for the Blind (SALB), the following table 

illustrates the practical application of these definition criteria. 

Definition criteria Illustrative application for the SALB 

(a) ‘that generates 

economic benefits or 

service potential’ 

Whereas many entities will have activities that generate economic benefits, 

the main focus of the SALB is that of service delivery to visually impaired 

people.  Using the SALB’s monthly financial reports, we identified that it 

delivers three main services: 

 Library services 

 Braille production (including Braille Consultancy) 

 Audio production 

(b) ‘whose results are 

regularly reviewed by 

management to make 

decisions about resources 

to be allocated to that 

activity and in assessing its 

performance’ 

The purpose of segment reporting is to present more specific and detailed 

information about the major activities undertaken by an entity during a 

particular period, along with the resources allocated to those activities.  

These resources may include staff, assets and office space amongst others. 

 

At the SALB, the monthly reporting splits out some of the expenses (e.g. 

staff costs) that are incurred by the three service lines mentioned in (a) and 

this is reviewed by management on a regular basis.  However, there are still 

large expense and revenue amounts that remain unallocated, purely 

because those are not split out by the internal reporting system used by the 

SALB and therefore not reported and reviewed.  Included in this category of 

unallocated amounts are: 

 Revenue (in the form of subsidies, donations, interest received and 

other) 

 Administration expenses 

 Technical services expenses 

 Interest income and expenses 

 Assets (and, therefore, also depreciation) 

 Liabilities 

http://www.ducharmeconsulting.co.za/
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(c) ‘for which separate 

financial information is 

available’ 

It goes without saying that, in order for information to be regularly reported 

and reviewed, an entity needs to have the information available.  This 

means that the internal financial reporting system should be able to 

produce such information. 

At the SALB, the only information that is split out is certain categories of the 

expenses of the three service lines.  Detailed information is available for 

expenses by service lines such as salaries, books and other material 

expenses.  No other information such as revenue is reported by service line 

as the system does not produce this information. 

 
Other important considerations 
 

Two or more segments may be aggregated into a single segment if aggregation is consistent with the 

objective of this Standard and the segments have similar economic characteristics, and the segments 

share a majority of the following: 

(a) the nature of the goods and/or services delivered; 

(b) the type or class of customer or consumer to which goods and services are delivered; 

(c) the methods used to distribute the goods or provide the services; or 

(d) if applicable, the nature of the regulatory environment that applies to the segment. 

 

Aggregation is particularly useful when the number of segments identified is excessive and the provision of 

information at such a disaggregated level is no longer useful to users of financial statements. 

 

Parts of an entity which do not meet the definition of a segment are not included in the segment report. 

Examples would include administrative or functional departments which do not generate economic 

benefits or have service potential. 
 

 
Practical impact on entities - disclosure requirements of GRAP 18 
 

Once the requirements for a segment are met, the entity is required to disclose certain segment 

information in the notes to its annual financial statements.  The following table sets out the required 

information.  The application of these requirements to the SALB are set out for the purposes of illustrating 

the practical application. 

 

Disclosure required Illustrative application for the SALB 

(a) General information such as the factors used 

to identify the entity’s reportable segments, 

whether segments have been aggregated and the 

basis of aggregation, and the types of goods 

and/or services delivered by each segment. 

At the SALB, this means stating the nature and 

background of the three service lines, as this is the 

information that is (and has historically been) 

reported and reviewed and on which management 

would make decisions on allocating the necessary 

resources.   

b) Information about reported segment surplus or 

deficit, including specified revenues and expenses 

included in reported segment surplus or deficit, 

segment assets, segment liabilities and the basis 

of measurement.  Some examples of items to 

disclose include interest revenue and expense, 

At the SALB, limited segment information is 

reported and reviewed, but that information needs 

to be disclosed. The monthly reporting system 

splits out some of the expenses (e.g. staff costs) 

that are incurred by the three service lines and this 

is reviewed by management on a regular basis and 
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external revenue from exchange and non-

exchange transactions, depreciation and 

amortisation, and other material items of revenue 

and expense. 

these expenses therefore need to be reported per 

segment. This means that any other information 

that is reported and reviewed as unallocated (or 

central), need not be disclosed per segment.  

There is therefore no need for the SALB to disclose 

by segment the revenue, the unallocated 

expenses, assets, liabilities and many other items 

that the standard specifies. 

c) Reconciliations of the totals of segment 

revenues, reported segment surplus or deficit, 

segment assets, segment liabilities and other 

material segment items to corresponding entity 

amounts.   

All material reconciling items need to be 

separately identified and described. 

These reconciliations needs to be provided for 

each period presented. 

The disclosures of segments in a table format such 

as the example provided in the Appendix to the 

Standard automatically takes care of the 

reconciliations required by the standard.  In the 

case of the SALB, it would mean that there would 

be a limited number of items split out into the 

segment columns (some expenses) and quite a 

few items left as unallocated in the column for 

total entity.   

d) Restatement of comparative information is 

required if the information is available or if the 

cost to develop it would not be excessive.  The 

consideration of excessive should be made on an 

item for item basis.  This therefore means that 

only some items may be restated and others not.  

This fact should also be stated. 

Restatement would result from changes in the 

internal structure of an organisation in a manner 

that causes the composition of its reportable 

segments to change. 

As the 2015/16 accounting period is the first year 

in which GRAP 18 applies to the SALB, they need 

to apply the transitional provisions set out in the 

ASB Directive 2, paragraph 61, which state that 

comparative segment information need not be 

presented.  

e)  An entity should disclose an explanation of the 

measures of segment surplus or deficit, assets 

and liabilities. For this purpose certain minimum 

disclosure is required by the Standard, amongst 

others, the basis of accounting for transactions 

between reportable segments (for example, at cost 

or at arm’s length)  

This did not apply to the SALB as there are not 

transactions between reportable segments.  There 

are also no differences in the measurement of 

segmental and entity information. 

f)  An entity should disclose the geographical areas 

in which it operates that are relevant for decision-

making purposes, including any foreign countries.  

This should include the following information 

attributed to geographical areas, unless the 

information is not available and the cost to 

develop it would be excessive: 

 External revenues 

 Total expenditure 

The SALB provides products and services to 

mainstream libraries in the nine provinces across 

the country.  These libraries are not part of the 

SALB’s own operations and therefore no 

disclosure of information by geographical 

segments is required.   
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 Non-current assets other than financial 

instruments, deferred tax assets, post-

employment benefit assets, and rights 

arising under insurance contracts 

If the necessary information is not available and 

the cost to develop it would be excessive, that fact 

shall be disclosed. 

 

The application (or not) of GRAP 18 Segment Reporting requires careful consideration and entities need to 

ensure that they are interpreting the requirements of the Standard correctly. 

 

 

 

 

 

 

 

 

 

 

 

 

For more information  

For more information on the practical application of GRAP 18 or the implementation of other GRAP 

Standards, give us a call or send us an email: 

DUCHARME TRAINING INSTITUTE 

Daniel Erasmus CA(SA) 
 

072 258 1245 

derasmus@ducharme.co.za 

Anton Slabbert CA(SA) 
 

072 232 5335 

aslabbert@ducharme.co.za 
 

 

 

DUCHARME CONSULTING 

Francois Conradie CA(SA) 
 

082 926 1780 
fconradie@ducharme.co.za 

Luyanda Mbekeni CA(SA) 
 

083 261 9684 

lmbekeni@ducharme.co.za 

 

 

 

 

 

 

 

 

 

 

As at issue of this article, the information in this article is correct in consideration of these matters. These may change over time with new requirements and 

information.  This article does not represent a legal opinion or professional advice, and it is advised that due consideration be given to all the applicable 

facts on the application of accounting standards, with necessary professional guidance, prior to its application. 
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