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6-8 marks

AS 13 - Accounting For Investments

8) Meaning of Investments : - Investments are Assets

Held by entity
:

-

To earn Income by way of Interest ,
Rent

Dividend ; ande
For Capital appreciation .

2 Classification of Investments (Types)

a) Current Investments :- Any Investments which

are Meadily realisable and are Intended
to be held for not more than One year .

Note : - Here 12 months shall be checked from date
of purchase of Investment.

b) Long Term Investments :- Any Investment Otherthan Current Investments.

3) Cost Of Investments :-
Purchase Cost (Ant .

Paid/Payable)H Brokerage & Legal Charges

Non-Cash Consideration : -

If Investments purchased in kind or partly in cast
then Cost Of Investment will be :-

Cash paid (4) Fair value of Assets given
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& IF Fr OF Asset given is not
available then cost will beFair value

of Investments acquired .

v .
Emp

.

4) Measurement of Investments :- (at BIS date)

a) Current Investments : - Lower of :-

Cost OR

Market value

Any reductionFrom cost to Market Value is tranfer
to Palak

If Fair value increases subsequently I
the Increase

in value upto the Original cost shall be recorded
a Gain in Par

.

b LongTerm Investment :

-

Long Term Investments are usually carried at
COST

.

However
,

when there is a decline other than Tempwary
in the value of LT Investments ,

then Carrying
amount shall be reduced a Loss shall be

recorded in Pal .
(Deferreda Amortised ->> Not allowed)

-
the above reduction (due to other than Temporary decline
shall be reversed if MarketValue Increase . Reversal
shall be upto original cost.

Examples of other than Temporary Decline : -

Company in which Investment is made "is making
Cash operating

Losses" which has resulted in reduction of

its Net worth
. (2102)
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New regulations which has negative impact in the
working of the Investee

Significant reduction in Listed price of the Shares
.

5) Investment in shares
/Important Rules to Solve the question

Rule 1 :- When shares are purchased multiple times on

different dates at different price then we shall

Calculate Average cost per share to determine the

Gain/loss on sale of shares .

Note :-Average cost shall be used if F1 Fo is not required)

Exampl1 Avika purchased 300 shares on 14/X1 at
130%

.

She again purchased 500 shares of same

Company on 116/x1 at 1421-each

On 1stAvg ,
She SOID 400 shares at 1501 - each

Calculate Gan/loss on sale.

Solution : -

Aug . Cost = (300x 130) + (500 x 142)
_

137 .5-
Per share

800 no .

Gaman Sale of 400Shares = 400X(150-137 ·5)
= 5000/-

Rule 2 : - When Investor gets Bonus shares on its existing
holding then

:

-

9) Quantity will be Increased (in No . s.]
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b) Total Art. (Cost of Investment) will not
be Increased (Banus-free share&

2) But Aug . Cost per share after getting
Bars shall be reduced

.

Example 2 :- Date Particulars NO Rate

114/X1 Purchased 500 no . 451-

1161X1 purchased 300 40 . 52/-
NO

118/X1 Bonus issue 2 : 5 Free320
&

1gIX1 SMID 450 no . 501-

Calculate Gaulhoss on sale
.

Solution: -

Avg . Cost per = (500X 45) + 1300 x 52) + (320x0)
Share 112 0

= 34 . 02-per share

Sale of 450 shares& 501- = 225001-

() Aug.
Cost 450 shares

a
Rule 3 :-Right Issue (R.2 .) :

-

:- Investor Subscribed the Right issue
It is just like purchase of share .

Apply Rule 1
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OIexisting Holds 2000 s·

riginal
Roz 1 : 3 cost

& &

O
52/-

100 no.

↓ cabine,Sale of
Right at 101-

BankakDr . 10000 R .I

To Invertu . Good
50

ToPar 4000
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#2 : - Investor has not subscribed the Right issue
and transfer the right to someone.

↓ ↓
General - timRefer Excep
Rule 2201 tr
↓ sale proceeds From Sale

sale proceeds a 20001- of Right entitlementShall
tranfer shall be be deducted From Investment
Credited toPo all Cost

·

Bank Dr.

& To Investment

1 I

IF
, Original Shares (before R .1)

have been purchased at Com Right Basis "and Market

price per share after R .I . have been reaced below
Such Cum Right Price (ie Org . Cost of Shares)
-> Lower of Reduction in value (OR)

Sale proceeds
will be deducted From Investment Cost.

Example 3 : - On 141x1
,
Purchased 1000 no · of shares

& sol-each . On 115/X1 , purchased 800 no . &
951- each .

On 117/X1 ,
Bonus Shares Received &1 : 2

On 1181X1
.
Right issue announced& 1 :5 & 901-

-

each .

Investor has transferred 25% of Right to other party
& 151-each . Remaining rights subscribed.

On 1/11/X1
,

1200 no· Of shares SOID at lo11-each

Prepare Investment AK.

Assume there Investment are Current Investments
& Market value on 3113/x2 is 601-per share
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119 Dividend 12%

Investment Ak
=>m

Date Particulars No .
Art

.
Date Particulars No. . Amt

.

114/X1 To Bank 1000 80
,
000 1/11/X1 By Bank 1200 121200

(sale)
1/5/X1 To Bank 80076,

000

117/1 To Bonu 900 -

3113 By Paillors - 3
,
774

118/X1 To Bank 405 36450

33 ByBalda 1905114300

11/1 To Gain - 16824

-5105239
,
274 3105239274

lightissue : - Cristing Shara = 2700 no ·

Right issue entitilement = 340 no .

1 :5-
Frame subscribed
25% 405
132

-

40 . equ/-
* 151-

Pl=025/-

2) Aug . Cost per share : - 80000 + 76000 + 36450

1000+ 800 + 900 + 405

= 61 .981-

3) Gain an Sale : -

Sale value of 1200 no . &101 = 121200

() Cost of 1200 no . & 61 . 98 = 74376

Gain=szy
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431x2 Remeasurement an Per AS13 :-

Lower Of ! -

Cost = 118074

MV = 1905 X 60 = 114300

Loss = 55774
-

Rule 4 :-Dividend Calculation

9) If Annual Dividend is Declared and received

by Investor ,
then it must be calculated as

Under :-

Total shares held on the date of Dividend XXX no
.

in Y
↳ shares held as

Bare&Rightsa
() Dividend Rate

IXS Face value

(↓ If Interim dividend is announced it is a Cy Dividend)
then it must be calculated on entire holding
as on the date of dividend.

Example :-4 Pritam has so shares in the beginning
of year at cost of 1251- · On 16 pritam purchased
300 shares at 1301-22% Brokerage extra.

On 117
,

Pritam gets 400 Banne Shares.
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Face value = 101-

on 118 , Pritam gets 600 Right issue &1101-

on 1/10 ,
Pritam gets Dividend of

on 1/12 , Priget gets Interim Dividend of 10%

Calculate Ant . Of both Dividends received by
pritam .

Solution : -

a) Annual Dividend = 800X10x15%=
6) Interm Dividend = 1800 X 10x 10% = 18001-

Rule 5 :-Treatment of Dividend Received by
Investor

a) Annual Dividend Received :-

(i) Annual Dividend received on opening shares held
by Investor is treated as post Acquisition Dividend
and transfer to PEI (as Income)

Bank al Dr.
To Dividend Income (Pa) all

(ii) Annual Dividend received on shares purchased in
Current year is treated as pre Acquisition dividend
and shall be reducedFrom Investment Cost

Bank al Dr.
ToInvestmentall
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6) Interim Dividend Received

# shall always be treated as "Post Acquisition"
dividend and transfer to Pa as Income.

Examples : - Consider Example 4 above a prepare
Investment Ak in the Books of

Pritam
.

Investment Al
Date Particulars No . Divd . Amt. Date Particular No. Divd. Art.

In cone

114 To Bal .Old 500 - 62500 1/10 By Bank - 7)50 450
&

Cannual Dividend) Post pre

16 To Bank 300 - 39780
F

1/12 By Bank - 1800 -

117 To Bonus 400 - O (Interim)

118 To Bank 600 - 66,000

Note:- Annual Dividend on 500 shares = 7501 /Post
Ach)

Annual Dividend on 300 Shares = 4501- (Pre
Acg)
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#He6 :- Impact of Pre-Aug Dividend on Aug . Cost

per share

Whenever pre Acquisition dividend is received a reduced

From cost of Investment (Credited in Investment #) and
if share are Sold after receiving such dividend

,

then

Aug . Cost per
share shall be calculated after considering

Such pre Acg . dividend.

62500 + 39780 + 66,000 - 450

Crshare 1800 no .

Car per above
Example 425)

= 93 .241-
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6) Investment in Debentures / Bonds
#let

When same debentures bands are purchased
multiple time on different dates at difference evicesI
then we Shall Calculate Avg . Cost per debenture to
Calculate Gain/lossan sale

.

If Question ask to apply FIFO then Avg. Cost Calculation[ shall be ignored.

Example 6 : - On IStApril ,
300 no · Of Debentures acquired

at 981-(Face value tool) ,
on It June

, acquired
200 no .& 101 . 51-
On 30thsep ,

Interest & 12% Pa · is received for
Gmonths period.

On Istoct
,
SMID 380 no · of Debentures & 99 .5/-

each (FIFO) on Bistmarch next 6 months Interest
received.

Solution :

- Investment in Debenture Ak

Date Particulars Face Inferent Hunt . Date Particular Fr Interest Arut .

Valle

14 To Bank 30000 - 29400 309 By Bank - 3000-
&

50000 X 12% X 6/12

116 To Bank 20000 - 20
,

300 I 110 By Bank 38,000 - 37810

110 ToGan--290
/

3) 13 By Bank - 720-
313 TOP2 - 3720 -

/ travefunl 3 13 By Balance 12000 - 12180

a sale = 380x99 . 5 = 37810

Cost : -300 X 98

80x10155Eam
-

S
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&veTeresaaae

Rule 9 :-Ex Interest and Cum Interest

Ex Interest price of DebH = MP per Deb1

Cum Interest price of Debu = MP per Debn (t) Interest

We shall always heard the Investment in Debrande
at Ex-Interest price.

↳ It means if Investments are acquired at 101 .5

price & Ex Interest price is 98Cum Interest !
then Investment in Debu shall be recorded
at 981- 2 Interest of 3 . 5

per Debh Shall

be separately
recorded.

Investment Dr. af
-

Interest exp Dr. .
3 .5

To Bank 101 . 5

Exampletiv Fy X1-X2 Company Pays Interest 6monthly
on every 30th Sep & 31st march. Interest Rate 12%

Mr. Khushal acquired 500 no· of Deon on 117/X1 at
99.5 Cum Interest Price

.

At what Amt. Investment should be recorded
2 also calculateInterest exp 2 Income till 301sep
For Khushal .

-Solution Cur Interent Price = 99 ·5 Per Defn
Interest Per Degu
Ex-Interest Price -5 per Dean
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-

Investment = 500 X 96 .5

Cost
= 48

.

250

-

Investment Ak
Exp . Cost Income Cost

Date Particulars FV Inter . Aut Date Particulars Fr Inter Art.

17 ToBank 50000 1500 48250 3019 By Bank - 3000 -

(6m)

Example 8 :- Fy X1-X2 Interent is Paid Six monthly
on 3019 and 3113. Interest Rate = 9%

P .a .

Ms . Medha acquired 600 Dai on ya/ at 981-

She again acquired 400 Debn on 1/X1 at 1011- Cum
Interest

She again acquired 250 Debn on 1/11x1 at 991-ex
Interest

prepare Investment AK
For the year ending 31131x2

-
Solution Investment Ak

HateParticular #Int. Aut. Date Particulare FV Inter
.
Aut

1/4 To Bank 60000 - 58
,

800 3015 By Bank - 4500 -

· 16 To Bank 40000 600 39
,

800

Y11 To Bank 25000 187 .524,750 313 By Bank - 5625-

3.13 To P21-9337.5-313 By Bal . 125000 - 123350
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WN-1

=urchasedan-youx 15
= 600

Ex. Interest price = 400 x (101-1 . 5) = 398001-

2) 3019 Interest Collection
1000 x 100 X 9 . 1 . x 6112 = 4500/

↑

3) 3113 Interest Collection
125000 x 9 % 1 . x 6/12 = 5625-

Rule 1o-Gain/loss an Sale of Debentures/Bands

In case ofSale of Debulbands
,

to Calculate Gailoss
,

always CompareEx Interest purchase price With

Ex-Tutment Sale price after adjusting Brokerage Ifany ·

Sale value => No . of Des (X) Ev . Jut
. SP

1 Brokerage

Cost value = Ed . Interest Purchase Price as Per

(h) Brokerag e 3 # I Fo

(or)

Example-9 W . Aug .
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Solution Books of Mr. Jai

Investment in 12 % Debentures AK

Date Particulars Nominal Inter
.
Amt

. Date Particulare Nominal Fut.

Amt
.

Value Value

14123 To Bank 100000 - 99
,

000 3019 By Bank
- 13200-

19123 To Bank 12000060001176001/10 By Bank 10000 - 49750

111013 To Gain -- 323

111 By Bank 70,
000 2100 69650

1114 To Gan -- 732

3. 13 By Bank - 6000-
313 TO PE1 -15300 -

31/3 By Bal . &d 100000 - 98455

8) Avg . Cost OF Defn SOID = 19000+117600 x
50

= 49
.227/-

2) Ganlos an Sale = u9750-49217 = 52

-Com
Price

3) 11 Jan =7 Sale of 700 Deb @1025 = 71750
() 3 months Interest = 2100

Sale (ex · Interest) -69650

- Cost of 700 Depu = 68918

19000+ 117600
y
70000

220000
Gain=32
-



          V’Smart Academy 

CA. JAI CHAWWLA (FCA, M.COM, DISA, IFRS)                                                                                               
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Rule 11 :-Date of Interest and Date of sale

are same :- (Refer 9305)

When interest due date (or Collection date) and sale
Of Debenture date is same

,

then we should

Follow this Sequence : -

First Sale OF DebY & Collect Inferent on SOLD Debn

From Buyer

Then. Collect InterestFrom issuingCompany on

remaining Debenture .

- 25-26
Example 10 Fyending is 313126 ,

Interest is due

on every Jan beginning
and July beginning.

On 1st April ,

Investor holds 2000 no · Of Bands at Carrying
Value of 194600

On 1st June
,
Purchased 3000 no . Of Bands at 102 Cum

Interest price 2 paid fil . Brokerage on Cum Inferent

Ast JulyOn SOID 1500 no · Of Bands at 103 Cum Inta .

(paid 1
% Brokerage on Cum Interest)

on /sep ,
Purchased 500 noof Bands at 101 Ex Internet

(paid 1 . 1 · Brokerage on Cum Interest)

on Afeb ,

SOID 2200 no · Of Bands at 102 Ex Interest

(Paid 1. 1 · Brokerage on Cum Interest)

Interest Rate = 12% Pa . (Apply FIFO)
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Investment in 12 % 1 . Bandl

Date Particulars Nominal Interest Amt. Date Particulare Nominal Inter .
At

Value Value

14/25To Balan . Eld 200000 6000 1946001/7 By Bank 150000 9000 143955

116/25 To Bank 300,000 15000294060117 By Loss
- 1995

19125 To Bank 50000 1000 5T015 17 ByBank
- 21 1000 -

11 1 By Bank - 24000 -

·Feb To Gain--68501/FebBy Bank 220000 2200222134
31/3 By Bal . 180000 5400 178441

3113 TOP21 -39600 - ad

350000616005465255500006160054655

-WingNotesenterest receivable an 2000 no - Frsmonte
2000 X 100X 12. 1.2 = 6000

12

2) IJrnek5 => Purchase 3000 no . 2102(um = 306000

(t) Brokerage & 8 . 1. = 3060

2) enterest

Fermenten50s3000 X100 X 12% X 5/12
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3) Il July => Sale of 1500 no &103 Com Interest = 154500

If Brokerage 8 1 . = (1545)

1) Interest Collected Granthe = (9000)
1500 X 100 X 12% Y 6112

-

(Ex .Price) Net Sale value = 143955

() Cost of 1500 no.150
4) Interest Collection on 11July

350000 x 12% x 6112 = 2 1 000

-Purchasedon 119

Purchase of 500 no .& 101 In Interest = 5050

# Interest For 2months (500x2) = 1000
-

CumJut .
51500

() Brokerage & 1 % -15
(-) Interest For 2mouth
=2000

Interest Collection on 1/Jare (For Granthe)
400000 + 12% x6112 = 24000-
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7) Ifeb sale of 2200 no .

Sale of 2200 no . & 102 ex Inter .
= 224400

#) Interent CollectedFor A month = 2200
2200 x 100 x 12

: 1 . Xt2
Cum Interest value=26600

() Brokerage&% an ComInta.
1- Interest Collected = 12200)

-

Net Sale proceeds (ExPrJ= 222BY

Cost of 2200 no . Of Bands

Cost of 50 no .=600x500 = (4865

Cost of 1700 no .=60 x1700 = (1666

Gam-850
-

8) 3113 = Interest accrued on /80000 Bande
For Imonths

180000 X 12%) 3/12 = 5400
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Rule 12 : - Conversian Of Debentures/Bands into

Equity Shares /Refer 94032 quou)

When Conventible Debenture is Convented into Equity Share
then Investor will get New Equity Sharee

.

Investor
Shall De-Recognise the Investment in Debentures

to the extent of Conversion
.

Cost ofSuch Equity Shares = Carrying amt. Of Debenture

received on Conversion) Converted.

Also
,
Interest on Such Converted Debentures shall be

Collected on the date of Conversion.

Example 1 : - On 114120x1
,
Mr. Kalach has 500 Defe

-

of 100 each (Fv) at cost 535,000
.

&Interest is payable on every 30sep & 313

On 117
.

20 % Holding has been converted into
Shares of 10 each Mr. Kalash of 4000equityof
equity shares.

& 9
nor Deon Interest = 10%1. P . a .

Solution:-

Cost of New Equity Share = 35000 X 1000
= 1070

Interest Collected on 117 = 2500K (us months)
(an 1000 Debr Convented)
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7) Misc . RulesForShares &
Debentures

Investments should always be recorded at
Actual Acquisition Cost and Not at Face

Value .

Brokerage paid at the time of purchase shall
be added to cost and paid at the time
of sale shall be deducted from sale proceeds.

BrokerageCalculation :
-

if nothing is specified Calculate on actual
S

Cost and not on Face value .

* In a 306
, Brokerage is 11 ,

but not specified
on Comprice (or) Es price .

In such case,
calculate Brokerage on the value given in
Transaction .

8) Reclassification of Investments (Refer a 103)
Current reclassified to LT ↳ reclassified toCurrent

If current Investments # 1T Investments are

are re-classified into re-classified into current
I

LT
,
then value should then value should be : -

be :

-

Lower OF : - Lower of :-

· Cost (OR) · Cost CORI
& Market value & carrying Ant.
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