
Unit 4 FAQS 
 

On 5/10/2015 PI, inc. acquires 10 shares at a price of €60 per share, with the intention to obtain a profit in the 

short term. Directly attributable acquisition costs totaled 6 € per share. 
On 31/12/2015, the quoted price is €52 per share. Transaction costs to be incurred on disposal would amount to 

10 € per share.  
On 13/01/2016, all the shares are sold, at a market value of 53 € per share. Transaction costs amount to €80. 

What is the amount of profit or loss obtained in this sale on 13/01/2016? 
(a) A profit amounting to €10. 

(b) A profit amounting to €50. 

(c) A loss amounting to €10. 
(d) A loss amounting to €70. 

 
Explanation:  

According to RMS 9.2.3, a financial asset shall be classified as held for trading if it originates or is acquired 

principally for the purpose of selling it in the near term. 
According to RMS 9.2.3.1. Initial measurement of financial assets held for trading, they shall initially be measured 

at fair value. In the absence of evidence to the contrary, this shall be the transaction price, which is equivalent to 
the fair value of the consideration given. Directly attributable transaction costs shall be recognised in profit and 

loss for the reporting period.  Therefore, the fair value of these shares is the initial amount (10 shares x €60 = 
600 euros). The transaction costs are a financial expense. 

According to RMS 9.2.3.2, financial assets held for trading shall subsequently be measured at fair value, without 

deducting any transaction costs incurred on disposal. Consequently, the fair value of these shares at the end of 
2015 is 10 shares x €52 = 520 euros). 

The amount of profit or loss obtained in this sale on 13/01/2016 is the difference between the consideration 
received net of attributable transaction costs, including any new asset obtained less any liability assumed, and 

the carrying amount of the financial asset (RMS 9.2.9).  

In our case, the net consideration received amounts to 10 shares x €53 – €80 = €450.  Carrying amount on 
13/1/2016 is €520. The difference is 450-520 =   - 70 € of loss recognised in Profit or Loss. 

 
 

 
A inc. holds 4,000 shares of B inc.  with the intention to obtain a profit in the short term. B inc. raises new equity, 
offering new shares at a par value of €10, in a 3-for-4 capital issue. Right before the increase, the market value 
of old shares is €20. A inc. sells 1.000 PERs at the subscription date at the market value of €4.5 per PER, in cash. 
Furthermore, A. inc. uses their remaining PERs to acquire new shares in the Public Offering. 
How are the new shares acquired by A inc. initially measured? 
(a) €22,500. 

(b) €11,857.14. 

(c) €35,357.14. 
(d) €36,000. 

 
 

Explanation:  

According to RMS 9.2.3.1, initial measurement of equity instruments shall include any pre-emptive and similar 

rights acquired. This implies that in the case of a capital issue, preemptive rights have to be separated from the 

value of Financial Assets Held For Trading (FAHFT). The value of the preemptive right (PER) can be calculated 

using different formula. In this course we would compare the value of existing shares before and after the issue 

to obtain a theoretical value of the PER. Once it has been calculated, the amount of the preemptive rights (PER 

value x no. PER) will be separated from the value of the FAHFT. 

The PER theoretical value will be the Market value before capital increase - Market value after capital increase. If 

we name: 

C = Market value before capital increase; 

N = No. of New shares issued; 

E = Emission price of new shares; 

A = No. of Ancient shares; 



Then, PER value = C – ((CxA + ExN)/(A + N))=(CxA + CxN - CxA - ExN)/(A + N)=(C- E)xN/(A + N). 

In our case, the PER value is  =  3(20-10)/7 = 4.29 

Since shares are offered in a 3-for-4 capital issue, the total amount of new shares to be acquired is  (3,000 PER / 

4 ) x 3 = 2,250 new shares.  

The cost of these shares would be the amount paid for the new shares plus the value of the PERs used to acquire 

them: Value= 2,250x10 + 3000*4.29 = 35357.14 

 

 
On December 5, 2015 100 shares of  Nahuel inc. are acquired with the intention to sell them in the near term. 
Stock market value on this date was €12,80 per share, being its nominal value €4. Directly attributable 
transaction costs were also paid amounting to €1,2 per share. Prior to the acquisition date, the Shareholders 
Board approved a dividend distribution of €0,20  per share, to be paid on December 10. 
What is the initial measurement of these shares on 5/12/2015? 
(a) €1,280. 

(b) €1,400. 
(c) €1,260. 

(d) €380. 

 
 

Explanation:  
According to RMS 9.2.3.1. Initial measurement of financial assets held for trading, they shall initially be 

measured at fair value. In the absence of evidence to the contrary, this shall be the transaction price, 

which is equivalent to the fair value of the consideration given. Directly attributable transaction costs 
shall be recognised in profit and loss for the reporting period. 

 
According to RMS 9.2.8, 'Dividends declared by the pertinent body at the acquisition date shall also be 

accounted for separately'.   
 

Therefore the measurement of these shares will be: Fair value (100 shares  x €12,80) minus dividends 

previously declared (100 shares x €0,2) = €1,260 
 

 

The entity where you work as an accountant received a loan from a bank on October, 1, 2016.The loan will be 

repaid in constant annual installments each October 1 during three years. A computer bug has caused some data 

to be lost. The recovered data are presented in the following accounting loan repayment table. 

Date 

Initial 

Balance 

INSTALL 

MENT 

Effective 

interests 

Bank 

interests 

Interests 

difference 

PRINCIPAL 

REDEMPTION 

Amortised 

Cost  

01/10/2016 101,994.78 

     

101,994.78 

31/12/2016 101,994.78 

 

827.50 641.19 186.31   

 01/10/2017 

 

36,256.00 2,523.01 1,947.51 

   31/12/2017 

   

432.72 127.82   69,649.83 

01/10/2018 69,649.83 36,256.00 1,709.04 

 

394.74 

 

35,102.87 

31/12/2018 35,102.87 

 

284.80 219.03 65.77   35,387.67 

01/10/2019 35,387.67 

 

868.33 665.25 203.08 35,102.87 0.00 

Total 

  

6,773.22 5,220.00 

    



Concerning this loan, what amount-will be part of  2017 Income Statement? 
 

(a) €2,5243.01 

(b) €1,947.51 
(c) €432.72 

(d) €3,083.55 
 

Explanation:  
Column 'Effective interests' show the amount of finances expenses annually accrued and to be recognised in 

Profit or Loss -(662) Interests on payables-. In this case, the amount of interests is split into two periods: 

From 01/01 to 01/10:  €1,553.22 
From 01/10 to 31/12:  ????:  

When effective interests are accrued, part of them are real interests (crediting 527. Current interest on debt with 
financial institutions), while the remaining part are the initial transaction costs now recognised as an expense 

(crediting account 520. Current debt with financial institutions). Therefore, effective interests from 01/10 to 

31/12 amount to €437.72+€127.82 = €565.54. 
The total amount for 2017 is 2523.01 + 437.72+127.82 = €3,083.55 

 
 

 
At the end of period 2016, BL inc. has a bank overdraft for €25,000. This amount would be shown in the Balance 
Sheet as: 
(a) a current liability, with a credit balance. 
(b) a current asset, with a debit balance. 

(c) a current liability, with a debit balance. 
(d) a current asset, with a credit balance. 

Explanation:  

From an economic viewpoint, a bank overdraft represents a liability for an entity, having to show them in the 

corresponding account to this nature. In this sense, movements in account 572 Banks and financial institutions, 

demand current accounts, euros, in the fifth part of the SGAP, state that: 

This account shall not include balances in the aforementioned banks and financial institutions that are not 

immediately available, or balances that are immediately available but that are not held by the aforementioned 

banks or institutions. The account shall also exclude bank overdrafts, which shall be classified under current 

liabilities in the balance sheet. 

Thus, according to the SGAP and the consultation no. 1 BOICAC 98/JUNE 2014, bank overdrafts have to be 

reclassified into (520) Current debt with financial institutions. 


