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This edition of IFRS in Focus outlines the proposed amendments to IAS 27 Separate 
Financial Statements set out in the recent Exposure Draft (ED) ED/2013/10 issued by 
the International Accounting Standards Board (IASB). 

Why are amendments being proposed to IAS 27?
IAS 27 Separate Financial Statements requires an entity to account for its investments 
in subsidiaries, joint ventures and associates either at cost or in accordance with 
IFRS 9 Financial Instruments (or IAS 39 Financial Instruments: Recognition and 
Measurement for entities that have not yet adopted IFRS 9). 

As part of the IASB’s 2011 Agenda Consultation, some constituents responded that 
the laws of some countries require listed companies to present separate financial 
statements using the equity method to account for investments in subsidiaries, 
joint ventures and associates.  In addition, it was noted that in most cases the only 
difference between an entity’s separate financial statements in accordance with IFRSs 
and those prepared under local regulation was the use of the equity method. 

The IASB acknowledged these concerns and, consequently, proposed in ED/2013/10 
to add the option to use the equity method in an entity’s separate financial 
statements when accounting for its investments in subsidiaries, joint ventures and 
associates.

For more information please see the 
following websites:

www.iasplus.com

www.deloitte.com
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The Bottom Line 

•		The proposed amendments would allow an entity to apply the equity method 
in accounting for its investments in subsidiaries, joint ventures and associates 
in its separate financial statements. 

•		Comments on the proposals are due by 3 February 2014.
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What are the proposed amendments to IAS 27?
Under the proposals, an entity would be able to use the equity method to account for its investments in 
subsidiaries, joint ventures and associates in its separate financial statements. Consequently, an entity would be 
permitted to account for these investments either: 

(i)	 at cost; or

(ii)	 in accordance with IFRS 9 (or IAS 39); or 

(iii)	 using the equity method. 

This is an accounting policy choice for each category of investment.

Observation
Separate financial statements are not required by IFRSs. In general, separate financial statements are required by 
local regulation or other financial statements users.

Consequential amendments to IAS 28 Investments in Associates and Joint Ventures are proposed to avoid potential 
conflict with IFRS 10 Consolidated Financial Statements. The proposed consequential amendments would clarify 
that paragraph 25 (which requires the proportion of the gain or loss previously recognised in other comprehensive 
income that relates to a reduction in an ownership interest to be reclassified to profit or loss) applies only when an 
entity’s ownership in an associate or joint venture is reduced but the investment continues to be classified as an 
associate or joint venture.

Effective date and comment period
The ED does not specify an effective date. The IASB will determine the effective date as part of considering the 
comments they receive on this ED.

Entities would be required to apply the proposed amendments retrospectively in accordance with IAS 8 Accounting 
Policies, Changes in Accounting Estimates and Errors.

There are no special reliefs included in the ED for first time adopters.

Observation
The IASB considers that an entity would not need to perform any additional procedures when applying the 
equity method in its separate financial statements because it would be able to use the information from its 
consolidated financial statements (i.e. the information from consolidating the entity’s subsidiaries under IFRS 10 
and from applying the equity method to associates and joint ventures under IAS 28).

Comments on the ED are due by 3 February 2014.

IFRS in Focus﻿     2



Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee, and its network 
of member firms, each of which is a legally separate and independent entity. Please see www.deloitte.com/about for a detailed 
description of the legal structure of Deloitte Touche Tohmatsu Limited and its member firms.

Deloitte provides audit, tax, consulting, and financial advisory services to public and private clients spanning multiple industries. 
With a globally connected network of member firms in more than 150 countries, Deloitte brings world‑class capabilities and 
high‑quality service to clients, delivering the insights they need to address their most complex business challenges. Deloitte has 
in the region of 200,000 professionals, all committed to becoming the standard of excellence.

This communication contains general information only, and none of Deloitte Touche Tohmatsu Limited, its member firms, or 
their related entities (collectively the “Deloitte Network”) is, by means of this publication, rendering professional advice or 
services. Before making any decision or taking any action that may affect your finances or your business, you should consult a 
qualified professional adviser. No entity in the Deloitte Network shall be responsible for any loss whatsoever sustained by any 
person who relies on this communication.

© 2013. For information, contact Deloitte Touche Tohmatsu Limited.

Designed and produced by The Creative Studio at Deloitte, London. 31667A

Global IFRS Leader
Veronica Poole
ifrsglobalofficeuk@deloitte.co.uk

Key contacts

IFRS centres of excellence

Americas
Canada
LATCO 
United States

Asia‑Pacific
Australia
China
Japan
Singapore

Europe‑Africa
Belgium
Denmark
France
Germany
Italy
Luxembourg
Netherlands
Russia
South Africa
Spain
United Kingdom

Karen Higgins
Fermin del Valle
Robert Uhl

Anna Crawford
Stephen Taylor
Shinya Iwasaki
Shariq Barmaky

Thomas Carlier
Jan Peter Larsen
Laurence Rivat
Andreas Barckow
Franco Riccomagno
Eddy Termaten
Ralph Ter Hoeven
Michael Raikhman
Nita Ranchod
Cleber Custodio
Elizabeth Chrispin

ifrs@deloitte.ca
ifrs‑LATCO@deloitte.com
iasplusamericas@deloitte.com

ifrs@deloitte.com.au
ifrs@deloitte.com.cn
ifrs@tohmatsu.co.jp
iasplus‑sg@deloitte.com

ifrs‑belgium@deloitte.com
ifrs@deloitte.dk
ifrs@deloitte.fr
ifrs@deloitte.de
friccomagno@deloitte.it
luiasplus@deloitte.lu
ifrs@deloitte.nl
ifrs@deloitte.ru
ifrs@deloitte.co.za
ifrs@deloitte.es
deloitteifrs@deloitte.co.uk


