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INVESTMENT ACCOUNTS

Student

Question 5 /Quastion, N Category:- Notes

Hindukush purchased on 1st March, 5% Debentures in Kabini Ltd of a Face Value of
%2,40,000 at X 90 cum-interest.

Hindukush operates the calendar year for accounting purposes while Kabini Ltd has
the financial year for its accounting and pays interest on 31st March and 30th
September every year.

Stamp and Expenses on Purchase were X 200. Brokerage was 2% on cost. Further
transactions during the year were -

X 1,00,000 Debentures were sold at X 92 ex-interest, less
Brokerage at 2%.
X 80,000 Debentures were purchased at X 91 ex-interest,

Brokerage 2%, Expenses X 100
X 60,000 Debentures were sold at X 94 cum-interest, less

Brokerage at 2%
Market Value of the Debentures at the end of the calendar year was X 91.

15t September

30th September

1st December

Prepare the Investment Account, using Average Cost Method of Valuation
for recognizing Profit / (Loss) on Sale of Investments

- ] . L]
Question 6 | (ovmvid t1-oNaM Category:- w_
On 1st April 2017, Easwar had 25,000 Equity Shares of Milky Ocean Ltd, at a Book
Value of X 15 per Share (Face Value % 10). On 20th June 2017, he purchased another

[
5,000 Shares of the Company at X 16 per Share. =
— f pany P 375000
The Directors of Milky Ocean Ltd announced a Bonus and Rights Issue. No Dividend 30000
was payable on their issues. The terms of the issue are as follows: 0
Bonus Basis 1: 6 (Date: 16th August 2017) = SPbO < 35000 |‘SDWD
- 10000
Rights Basis 3:7 (Date: 31s* August 2017) Price ¥ 15 per Share. Due date for
payment 30th September 2017. BT eoce s =To0e0 %155 1CDORO 525000
m - X K/3 10000 XIS & ' ‘{smo
Shareholders can transfer their rights in full or in part. Accordingly, Easwar sold
1/3rd of his entitlement to Madhav for a consideration of X 2 per Share.
&f . BIsO0

Dividends: Dividends for the year ended 31st March 2017 at the rate of 20% were (. |330SsS
declared by Milky Ocean Ltd and received by Easwar on 31st October 2017. 7 ; ;&:

Dividends for Shares acquired by him on 20th June 2017 are to be adjusted against 22
cost of purchase. On 15th November 2017, Easwar sold 25,(100 Equity Shares at a .-L ~

Premium of X 5 per Share. .
pittend(fa) = SvOD

Prepare - (1) Investment Account, and (2) Profit & Loss Account in the books of
Easwar. Assume that the books are closed on 31st December 2017, and Shares are
valued at Average Cost.
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