
MASB 12 Investments in Associates 

MASB 12 prescribes the methods of accounting for investments in associates in an investor's 
consolidated financial statements as well as in its separate financial statements. MASB 12 
supersedes MASB Approved Accounting Standard IAS 28, Accounting for Investments in 
Associates adopted previously by the MASB. 
 
Highlights:  

 

 

1. An associate is an enterprise in which the investor has significant influence and which is 
neither a subsidiary nor a joint venture of the investor. If an investor holds, directly or 
indirectly, 20% or more of the voting power of the investee, it is presumed that the 
investor does have significant influence, unless it can be clearly demonstrated otherwise. 

 

 

2. MASB 12 provides guidance on the equity method and the cost method of accounting for 
investment in associates. 

 

 

3. Associates should be accounted in consolidated financial statements under the equity 
method, except when the investment is acquired and held exclusively with a view to its 
disposal in the near future, in which case it should be accounted for under the cost 
method. The use of the equity method should also be discontinued if: the investor ceases 
to have significant influence but retains either in whole or in part, its investment; or the 
associate operates under severe long-term restrictions that significantly impair its ability 
to transfer funds to the investor. 

 

 

4. An investment in an associate that is included in the separate financial statements of an 
investor that issues consolidated financial statements should be carried at cost or revalued 
amount under the accounting policy for long-term investments. 

 

 

5. When the investor does not issue consolidated financial statements, the investments in an 
associate should also be carried at cost or revalued amount but with the additional 
disclosures in the notes to the accounts indicating what would have been the effects had 
the equity method been applied. A parent company, which is itself a wholly owned 
subsidiary of another parent company incorporated in Malaysia, is not required to comply 
with this disclosure requirement in its financial statements. 

 

 

6. An enterprise should assess at each balance sheet date whether there is an indication that 
an investment in an associate may be impaired. 

 

 

7. Unrealised profits arising on transactions between an investing group and its associate 
which are included in the carrying amount of the related assets and liabilities should be 
eliminated partially to the extent of the investing group's interests in the associate. 
Similarly, unrealised losses on such transactions should be eliminated partially unless cost 
cannot be recovered. 

 

 



8. Where an associate holds an ownership interest in the investor, any profit or loss and any 
increment or decrement of net assets of the investor which the associate has accounted for 
in its financial statements, should be disregarded when the investor applies the equity 
method to account for its investment in the associate. 

 

 

9. Disclosure requirements: 
    

(a) the following disclosures should be made in the Notes: listing and description of 
significant associates including the proportion of ownership and, if different, the 
proportion of voting power held; any reciprocal shareholdings; and methods used to 
account for such investments; 

  

(b) investments in associates accounted for using the equity method should be classified 
as long-term assets and disclosed as a separate item in the balance sheet. In addition, 
in the consolidated balance sheet, the investing group's interests in associates should 
be analysed and the following, separately disclosed: the group's share of the net 
assets; the group's share of goodwill; and the positive or negative goodwill on 
acquisition of the group's interests in the associates to the extent that it has not 
already been amortised or written off; and 

  

(c) the investor's share of the profits or losses and taxes in the income statement. 
Disclosure is also required of the investor's share of extraordinary or prior period 
items and share of items of income and expenses of such size, nature or incidence as 
set out by other MASB Standards. Unrecognised amounts of an investor's share of 
losses of an associate for the period and cumulatively, should also be disclosed in the 
notes to the financial statements. 
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