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AS 23 AccountingforInvestments in Associates in CFS

Parent Subsidiary

ACW
75

BBFC AS21

parent
Atc

30 SKINO
Associate As23

Investor 20 to 50

Definitions

a Associate An associate is an entity in which investor has

significant influence and which is neither a

subsidiary nor a joint
venture of the investor

b significant influence

It is the
power to participate

in the financial or operating
decisions of the entity
It can be obtained by

Votingpower 20
to 50

Representation on BOD



2 Accounting forInvestments in Associates

eg Ak
Hd has 30 stake in SK Itd

v

SFS separate
FinStat CFS ConsolidatedFin stat

Invst in Associate xx AS13 Invest in Xxx

Skita Associate

Skid

Costof Invest xx Equity Metho

less PreAgndiv
xx xxx AS23

3 Equity Method It is a valuation method to calculate the value

of Invest in Associate in CFS

Eg on 01.04 x AK Itd acquired 25 stake in SK Itd for 100lakhs

On thatdate the value of Net Assets of Skitd was 250 lakhs

On 01005 x1 SK Itd declared div 10 FSCof skitd was 100 lakhs

his div relates to XO 1

During the year
Skitd earned a profitof 80 lakhs out of

which it declared a div 15 of FSC on yearend for the year
X1 X2

Calculate the value ofInvest in SKHd to be shown in the Booksof

AK Itd SFS CFS Both

1
011,051 1

oiloulx for xo X1



Sol

I Accounting in SFS

Cost of Invest 257 100 lakhs

less Pre Agn div 2.5 lakh

100 lakhs 10 25

Ese in our

rate stake

C A of Invst in SFS 97.5 lakhs

Cal ofGlw CR Coc

Accounting in CFS Equity Method value of Invst

as
per equity method

Presentation of

Invst in Bls

CanofGlev CapRese same as As21

Cost of Invest 25 100 lakhs

less Pre Agn div 25 2 5 lakhs

97.5 lakhs
Assets FV liab FV

less Net Assets of Associate 25
250 lakhs 25 62.5 lakhs ESC on DOA

Goodwill 35 lakhs PreAcg Reserves

Cts Bls Days

Invest in Associate

Costof Invst shareofNA 62.5

1 GW 35,9751



Calculationof valueofInvest on Yrend 31.3 2 Asper equity
method

Cost of Invest
Share of MA 62.5

Gw escapRese 35 97.5 lakhs

Post Acg share of Profit 20 lakhs

80 lakers 25

less Post AcgnDiv 375 lakhs It is like a

100lakhs 15 25 recoveryof invested

c IivRate our stake Aut

less Unrealised Profit xx Extra

URP 25 Part

ess ExcessDepmdue to revaluatnof xx

Associates Assets

ExcessDepmAunt 25

Value ofInvest on 3131 2 113.75

Asperequitymethod



Presentation in CFS

CFS of AKHd Extract 31.3.42

NonCurrent Invest

Invest in Associate 113.75

Share in MA 62.5

7GW 35

PostAcg profit 20

Post Div 3 75

Q1 ReferG B

03
01 4 1 01006 1 12.08.41 31031 2 12.06.42

UDR
DOA Dividend trend Div

tital div Post Aegn
declare

xox profit 31 60000

Pre Acgn fullYear

I Calculation of value of Invest in SFS 31031 2 As
per
AS13

Costof Invst 01.06 x 30 200000

less PreAcgn div 50k 30 15000

Value of Invst in SFS 185000



II can of value of Inust in CFS

a Can ofGW CR cannot be computed as Data of
Setsofassociates

is not available

5 Can of CA of Invst in CFS on 3103 2 As
perAS23equitymethod

Cost of Invest incl GW CR 185000

t PostAcgn profit
31 30 10m 12m 90000 75000

Post Acg div NextYear

Value of Invst in CFSon 260000

31031 2

I valiseof Inv on 3006 2

C A of Inv on 0104 2 260000

Post Acandiv

60000 30 18000

C A of Invest on 30 06 2 242000



04 UDR

Calculation of GW Cap
Reserve

Cost of Invst 25 3.00.000 Esc DivRate outstake

less PreAgn div 50000 51 4 1 x 2

250000

less MA 25

ESC S1 25 125000

DreAcgnRese
51 21 25 75000

Glow
50.001

Due to Pre Agn div the Ras of DOA will reduce

I value of Invst in CFS as on 3103 2

Cost ofInvest

Share in MA 200000

t GW 50000 250000

t Post Acgnprofit 71 251 175000

PostAcan div declaredafterYear
end

value of Invst on 3103 2 425000



CFS Extract on 31.3 2

Invst in Associate 425000

Share in MA 2L

1 GW 50K

t PostAcgn profit 1751

I Div declaredafter Yrend i e on 30 04 2 proposeddiv will Not

be recognised during the year ended 31.03.12

Extra examples

Eg A Hd acquired 10 stake in B Itd on 01 ou x further 15

stake on 01 101 1 Cost of Invest for 10 stake is 7100000 for
15 stake is 155000

Net Assets on 01 04 41 is 850000 on 01 1011 is 1000,000

CalculateGlee
cap

Reserve

501 Calculator for 1ˢᵗApril Calculat for 1ˢᵗOct

Cost of Invest 101 100000 Cost of Invest 15 155000

less Net Assets on 01041 1 10
85000

less Net Assets on01 101 1
150000

8.51 10 Glw 15000 isi 101 15 Glw 5000

Total GW 15k 5k 20,000



CFS 31.3.72

Costof Imist 255000

Share inMA 85kt 1 5 2.351

1Glen 20K

Eg2 Everything is same as
eg except that costofInsistfor 157

is 145000

501 Calculator for 1ˢᵗApril Calculat for 1ˢᵗOct

Cost of Invest wi 100000 Cost of Invest 15 145000

less Net Assets on 01041 1 10
85000

less Net Assets on01 101 1
150000

8.51 101 Glw 15000 isi 101 15

CapRese 5000

Total GW 15k 5K 10K

CFS 31.3.72

Costof Imist 245000

Share inMA 85kt 1 5 2.351

I Glev 1014



Eg3 A Itd acquired 25 stake in Bltd on 1ˢᵗAprilXl and further 5

on 01 101 1

Cost of Invest for 25 is 150000 5 is E20000

Net Assets on or ou x is 7500000

Profit for the year is 90000 earned in the ratioof 2 respectin

during the year fist last
6M 6m

i Cal Glw CR
i Cal value ofInvest onYearend 3103 2

Profit Profit
1ˢᵗ 6m 60000 last6m 30000

01041 1 01 101 1

25 1150000 5 20000

MA 500000 NA s

501 Cal of GW CR

i On 1ˢᵗApril X1 ii on 1ˢᵗOct'xI

Cost of Invst 25 150000 Costof Invst 5 20000

Less NetAssets 25 125000 less Net Assets 5 28000

Stx 25 5L 60k 5

Glu 25000 MA phofitfor
1ˢᵗ6m

Cap
Rese 8000

NetGlw 25000 8000

17000



If value of Invest on 31.03.12

Costof Invist 25 5

Share in MA 153000

t Glu 17000 170000

G Post Acgn profit
24000 60000 251

90000 25 30000 51 1

Value of Invst on 31031 2 194000
30000 30

4 Other Important
Points

Proposed div Div declaredafterYearend
Such div shall NOT be taken into consideration while computing
value of Investment

Potentialequity share Ad
15 9shares skitd

Cory Skitd

They will become equity
Iskoaaj afterfew years which will

considermat increase our stake by 10
Karna

Because
aaj voting power

nahi milega

Potential
eg
share eg

CourDeb ComeProfSh held by the investor

should not be taken into consideration fordetermining voting power



Value ofInvest in CFs cannot be negative It means adjustmentof
Post Acquisition is madeonly uptothe value of Invst

05 LDR

i Calculation of Glu CapReserve

Cost ofInvest 40 1000,000

ess Net Assets 40

ESC 101 401 400000

Preprofits 21 401 80000

Glen 520000

YearX1 X2

Cost of Invst
Share in MA 480000

GW 520000 10.00.000

less Post Acgn loss 101 401 400000

CA of Invest on 31.03.72 600000

Cons Bls Extract as on 31.03.42

Invest in Bltd incl Glu 600000



Year 2 3

CIA of Invest on 01.04 2 600000

less Post Acgn loss 12.52 40 500000

CA of Imist on 31.3 3 100000

Cons Bls Extract as on 31.03.43

Invest in Bltd incl Glu 100000

Year 3 4

CA of Invest on 01.04 3 100000

less Post Acgn loss

51 401 21 But restricted 100000

to 1L as Invest

cannotbe

ve.NU
Cons Bls Extract as on 31.03.44

Invest in Bltd incl Glu NIL



p starting se eg method follow nahi Karenge

Cases where equity method is NOTto be followed

i where investment is intended to betemporary

ii There are severe long term restrictions which significantly

restricts the transferof funds to investor

p starting
mein we werefollows eg method now will stopit

Cases where investor is required to discontinue equitymethod

i It ceases to have significant influence due to sale of Invst

either wholly or partially

ii Before there were no restrictions but now

There are severe long term restrictions which significantly

restricts the transferof funds to investor


