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Illustration 5 /YG""O/ WW

X Ltd. N

1 January 1,000,000 shares in issue Ll

28 February issued 200000 shares at fair value 80000 Y 'I‘L = b (zb(o’/]/

31 August Bonus issue 1 shares for 3 shares held) ob bb) ¥ Iy = (428&3’7
30 November issued 250,000 shares at fair value 599y Mia = &Y

Calculate the number of shares which be used in the basic EPT calculation. Consider reporting-data

as December end.
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Tllustration 3

Following is the data for company XYZ in respect of number of equity shares during the financial
year20X1-20X2. Find out the number of shares for the purpose of calculation of basic EPS as per
Ind AS 33.

S.No Date Particulars No of shares
1 [1-Apr-20X1 Opening balance of outstanding equity shares 100,000
2 [15-Jun-20X1  [Issue of equity shares 75,000
3 [8-Nov-20X1 Conversion of convertible preference shares in Equity 50,000

68t LY oo B lov-tedd /
2 | CA PRATIK JAGATI ‘

Earnings Per Share: IND AS

4 [22-Feb-20X2 |Buy back of shares (20,000)
5 [31-Mar-20X2 |Closing balance of outstanding equity shares 205,000
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Illustration 69 ’W&

At 31 December 20X1, the issued share capital of a company consisted of 1.8 million ordinary shares
of X 10 each, fully paid. The profitsfor the year ended 31 December 20X1 and 20X2 amounted to
% 630,000 and X 875,000 respectively. On 31 March 20X2, the company made a rights issue on a

1 for 4 basis at X 30. The market price of the shares immediately before the rights issue was X
60. Calculate EPS.
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Illustration 6 (fon -DE=

At 31 December 20X1, the issued share capital of a company consisted of 1.8 million ordinary shares
of X 10 each, fully paid. The profits for the year ended 31 December 20X1 and 20X2 amounted to
% 630,000 and X 875,000 respectively. On 31 March 20X2, the company made a rights issue on a

1 for 4 basis at X 3%?\6 market price of the shares immediately before the rights issue was X
60. Calculate EPS.
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Question 4 \S\&W
Calculate Basic EPS for period ending 20X0, 20X1 and 20X2, when

20X0 20X1 20X2
Profit attributable to ordinary equity holders of the parent 1,100 1500 [1,800
entity
Shares outstanding before rights issue 500 shares
Rights issue One new share for each five
outstanding shares
Exercise price % 5.00
Date of rights issue 1 January 20X1
Last date to exercise rights _ March 20X1
Market price of one ordinary share immediately before % 11.00
exercise on 1 March 20X1:
Reporting date 31st December
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Question 5(MTPApril'19) e w

Calculate Subsidiary's and Group's Basic EPS and Diluted, when EPS

e

Parent:

pEvs ~

Profit attributable to ordinary equity holders
of the parent entity

%12,000 (excluding any earnings of, or dividends
paid by, the subsidiary)

Ordinary shares outstanding

10,000

Instruments of subsidiary owned by the
parent

800 ordinary shares

2 807 o Worgrd e A

30 warrants exercisable to purchase ordinary
shares of subsidiary

300 convertible preference shares

Subsidiary:

Profit @] z 5,400

Ordinary shares outstanding 1,000

Warrant 150, exercisable to purchase ordinary shares of
e subsidiary 0 210D < 1¢ oI

Exercise price % 10 = (Po

Average market price of one ordinary share X 20 ) -

Convertible preference shares

400, each convertible into one ordinary share

. h
‘VM'/(.-P(, \W"'ﬂ,;u

Dividends on preference shares % 1 per share "l",

No inter-company eliminations or adjustments were necessary except for dividends. -

Ignore income taxes. Also, ignore classification of the components of convertible financial

instruments as liabilities and equity or the classification of related interest and dividends as

expenses and equity as required by Ind AS 32.
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Question 2: QQ Tow ‘_D% = V000000 Y 3\9\503 10218090 22— b
1 January - Shares in Issue 1,000,000

5% Convertible Bonds X 100,000
(terms of conversion 120 ordinary shares for X 100) Y 190000 ¢honds .
31 March Holders of X 25,000 bonds conve(fed to ordinary shares.
Profit for the year ended 31 December @W ¥ 200 ,000 pE P¢ < ll,wwOSH
Tax rate 30%. R _
Calculate basic and diluted EPS. Ignore the need to split fhe conver'hble bonds into liability and
equity elements. RpC = qrnz,o/
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Tllustration 16 “

(This illustration does not illustrate the classification of the components of convertible financial
instruments as liabilities and equity or the classification of related interest and dividends as
expenses and equity as required by Ind AS 32).

Profit attributable to equity holders of the parent entity ﬂM/ % 100,000
Ordinary shares outstanding 10,000
Non-convertible preference shares g iluhire 6,000

Non-cumulative annual dividend on preference shares (before any dividend X 5.50 per share
is paid on ordinary shares)
After ordinary shares have been paid a dividend of X 2.10 per share, the preference shares
participate in any additional dividends on a 20:80 ratio with ordinary shares. "0 30
Y
fn G

Compute the allocation of earnings for the purpose of calculation of Basic EPS when an entity has
ordinary shares & participating equity instruments that are not cc{nver"rible into ordinary shares. _
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Il::;r/%n 15 9% h/,g-v.
Anzhtity has two classes e‘f{?ﬁs in |ssue
ref

,000 non-convertible erence shares
. 10,0990rdinary shares

The preference shares are entitled to a fixed dividend of X 5 per share before any dividends are
paid on the ordinary shares. Ordinary dividends are then paid in which the preference shareholders
do not participate. Each preference share then participates in any additional ordinary dividend
above X 2 at a rate of 50% of any additional dividend payable on an ordinary share.

The entity's profit for the year is X 100, OOO and dividends of ?.Lper' shar'e are declared on the

ordinary shares. lopo W2 '>5°°° L
: YhoR_. Wy a( =

/
Compute the allocation of earnings for the purpose of calcu?wgrlon of BUSic EPS when an en'n'ry has
ordinary shares & participating equity instruments that are not convertible into ordinary shares.
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Illustration 7% R"‘J

Entity A has in issue 25,000 4% debentures with a nominal value of Re 1. The debentures are

convertible to ordinary shares at a rate of 1:1 at any time until 20X9. The entity’'s management
receives a bonus based on 1% of profit before tax.

Entity A's results for 20X2 showed a profit before tax of X 80,000 and a profit after tax of X
64,000 (for simplicity, a tax rate of 20% is assumed in this question).
Calculate Earnings for the purpose of diluted EPS.
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Tllustration 8 (MTP Mar'21) 10022 —
ABC Ltd. has 1,000,000 X 1 ordinary shares and 1,000 X 100 10% convertible bonds (issued at par),
each convertible into 20 ordinary shares on demand, all of which have been in issue for the whole
of the reporting period. ABC Ltd.'s share price is X 4.50 per share and earnings for the period are
X 500,000. The tax rate applicable to the entity is 21%.

Calculate basic EPS, earnings per incremental share for the convertible bonds and diluted EPS.
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Tllustration 1022

At 31 December 20X7 and 20X8, the issued share capital of an entity consisted of 4,000,000
ordinary shares of X 25 each. The entity has granted options that give holders the right to
subscribe for ordinary shares between 20Y6 and 20Y9 at X 70 per share. Options outstanding at
31 December 20X7 and 20X8 were 630,000. There were no grants, exercises or lapses of options
during the year. The profit after tax, attributable to ordinary equity holders for the years ended
31December 20X7 and 20X8, amounted to X 500,000 and X (&OOO_ respectively (wholly relating

to continuing operations). b 0000 0’7}\'0'\«.) o-} T Yo

M'
Average market price of share: o C0__ 1bpego AR o
Year ended 31 December 20X7 = X 120 ro-0 199 W
Year ended 31 December 20X8 = X 160 30 % ¥ (440000 gy
Calculate basic and diluted EPS. ~ M,/O (o0 _ 29‘% Vy

(K]
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Illustration 922 ’fﬂ»‘ \"’w- QMM/
At 30 June 20X1, the issued share capital of an entity consisted of 1,500,000 ordinary shares of
% 1 each. On 1 October 20X1, the entity isy®1,250,000 of 8% convertible loan stock for cash
at par. Each 2100 nominal of the loan stock may be converted, at any time during the years ended

20X6 to 20X9, into the number of ordinary shares set out below: ")
e e ook 1, > S0 ~041 - doasD )
/

(rot!
o 1M = 190000 1% < bFooo
30 June 20X7: 130 ordinary shares; M 19000 Y & /-'\0 1Hjac /

30 June 20X8: 125 ordinary shares; and 0t -0 1259000 v 14 < b& 7500 X Yo = 12b hLy
30 June 20X9: 120 ordinary shares. t/w 0A -0} = 1683500
If the loan stocks are not converted by 20X9, they would be redeeme par. —

30 June 20X6:@ordinar‘y shares;

This illustration assumes that the written equity conversion option is accounted for as a derivative
liability and marked to market through profit or loss. The change in the options’ fair value reported
in 20X2 and 20X3 amounted to losses of X 2,500 and X 2,650 respectively. It is assumed that there

are no tax consequences arising from these losses. Ny t» Aed” g foun e Arovtared”

The profit before interest, fair value movements and taxation for the year ended 30 June 20X2

and 20X3 amounted fo X 825,000 and X 895:6Q0 respectively and relate wholly fo continuing
operations. The rate of tax for both periods

Calculate Basic and Diluted EPS.
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Example: 5 On 01.04.01, Entity X enters into agreement with any parties to issue additional
shares if consolidated earnings go beyond X 20, 00,000 in 3 years. Earnings of X 20, 00,000
should be maintained till 3rd year end.

Additional Contingent Shares fo be issued 20,000 Shares
Shares Outstanding (01.04.01) 5,00,000 Shares
Profit for the year ended 31.03.02 7,50,000

First year end profit 7,50,000

Second Year End Profit 13,00,000

Third Year End Profit ~2,00,000 or 3,50,000
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Example: 6 On 01.04.01, E%i‘ry ABC enters into contract to issue additional 5,000 shares if

market price of shares after 3 years reaches X 65 or more.

Shares outstanding at the beginning 25,000 Shares
Profit for the year ended 31.03.02:
1*' Year 1,15,000
2" Year 1,25,000
3" Year 1,25,000
Market Price of Shares (Actual)
1*' Year 70 Q.05
2" Year (60) Mok & 0-0°8°
3™ Year 8 0-0°%-
e = 1S oy o - 1 = 549
25000
eps - \ 5000 - 6
“500

75000 +5000




Example: 7

On 01.04.01, Entity ABC enters into contract to issue additional 7,500 shares if consolidated
earnings of company in 3 years period go beyond X 25, 00,000 and market value of shares reaches

% 65 or more after 3 years.

Shares outstanding at the beginning 30,000 Shares
Profit for the year ended 31.03.02:
15" Year 12,50,000
2" Year 15,00,000
3" Year (1,50,000)
Market Price of Shares (Actual)
1*' Year 70
2" Year 67
3™ Year 65
/ (N[ i’
b . ov9 .
hepy - O/OW N = Depy - (BT — = el
30900 30000
wo poy:
00— - 5D gep = 1S90y = 4o
e - (5000 < 2/ =
theps W P 30000 +150




lllustration 12- Contingently issuable shares Q’W

Ordinary shares outstanding

during 20X1

Q,\Mﬁu o VY

A== 7
1,000,000 (there were no options, warrants or convertible
instruments outstanding during the period)

An agreement related to a recent business combination provides for the issue of additional
ordinary shares based on the following conditions:

A

o

Retail sites opened during the

N

year:

Consolidated year-to-date profit

5,000 additional ordinary shares for each new retail site
opened during 20X1

1,000 additional ordinary shares for each ¢ 1,000 of
consolidated profit in excess of & 2,000,000 for the year
ended 31 December 20X1

one on 1 May 20X1

one on 1 September 20X1
¢ 1,100,000 as of 31 March 20X1

attributable to ordinary equity
holders of the parent entity:

€ 2,300,000 as of 30 June 20X1

¢ 1,900,000 as of 30 September 20X1 (including a
¢ 450,000 loss from a discontinued operation)

¢ 2,900,000 as of 31 December 20X1

Calculate basic and diluted EPS.
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Tllustration 139
Assume the following facts for Company XY:

Income from continuing operations: INR 30,00,000
Loss from discontinued operations: (INR 36,00,000)
Net loss: (INR 6,00,000)
Weighted average Number of shares outstanding 10,00,000
Incremental common shares outstanding relating to stock options 2,00,000
a) You are required to calculate the basic and diluted EPS for Company XY from the above
information.

b) Assume, if in above case, Loss from continued operations is ¥10,00,000 and income from
discontinued operations is X 36,00,000 calculate the diluted EPS.
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The income from continuing operations is the control number, there is a dilution in basic EPS for
income from continuing operations (reduction of EPS from X 3.00 to X 2.50). Therefore, even though
there is an anti-dilution [Loss per share reduced from X 0.60 (i) to X 0.50 (ii) above], diluted loss per
share of X 0.50 is reported.
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An entity issues 2,000 convertible bonds at the beginning of Year 1. The bonds have a Thr‘ee—year'
term and are issued at par with a face value of X 1,000 per bond, giving total proceeds of X
2,000,000. Interest is payable annually in arrears at a nominal annual interest rate of 6 per cent.
Each bond is convertible at any time up to maturity intfo 250 ordinary shares. The entity has an
option to settle the principal amount of the convertible bonds in ordinary shares or in cash.
2000 N1ooD = QN I-ON>

When the bonds are issued, the prevailing market interest rate for similar debt without a
coHi E ‘i option is 9 per cent. At the issue date, the market price of one ordinary share is X 3.

is ignored. Tobd f-0-5. . Qb0 * 149
Calculate basic and diluted EPS when z S OOOM%/
Profit attributable to ordinary equity holders of the parent entity Year 1 % 1,000,000
Ordinary shares outstanding 1,200,000
Convertible bonds outstanding 2,000
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INCREASING RATE PREFERENCE SHARES

Preference shares that provide for a low Or an above-market dividend in later periods
initial dividend to compensate an entity for to compensate investors for purchasing
selling the preference shares at a discount. Preference shares at a premium

! !

They are sometime referred to as increasing rate preference share.

Any original issue discount or premium on increasing rate preference shares is amortised to retained
earnings using the effective interest method and treated as a preference dividend for the purposes
of calculating earnings per share.
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EARLY CONVERSION OF PREFERENCE SHARES AT PREMIUM:

Early conversion of convertible preference shares may be induced by an entity through favorable

sl —

changes to the original conversion terms or the payment of additional consideration.

The excess of the fair value of the ordinary shares or other consideration paid over the fair value of
the ordinary shares issuable under the original conversion terms is a return to the preference
shareholders, and is deducted in calculating profit or loss attributable to ordinary equity holders of

the parent entity.

Any excess of the carrying amount of preference shares over the fair value of the consideration paid
to settle them is added in calculating profit or loss attributable to ordinary equity holders of the

parent entity.
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Question 6(RTP May'20 & MTP April'21) @@
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CAB Limited is in the process of preparation of the consolidated financial statements of the
roup for the year ending 31st March, 20X3 and the extract of the same is as follows:

Particulars Attributable to Non-controlling Total
CAB Limited Interest (X in '000)
Profit for the year 39,000 3060\ 42,000
Other Comprehensive Income > A " Nil 5,000
Total Comprehensive Income 44000 3,000 47,000

The long-term finance of the company comprises of the following:
a) 20,00,00,000 equity shares at the beginning of the year and the company has issued

5,00,00,000 shares on 1st July, 20X2 at full market value. goo 00000 ¥ 91'11, 5 y]ﬂgjﬂ_




b) 8,00,00,000 irredeemable preference shares. These shares were in issue for the whole of
the year ended 31st March, 20X3. The dividend on these preference shares is discretionary.

c) 18 crores of 6% convertible debentures issued on 1st April, 20X1 and repayable on 31st
March, 20X5 at par. Interest is payable annually. As an alternative to repayment at par, the
holder on maturity can elect to exchange their convertible debentures for 10 crores
ordinary shares in the company. On 1st April, 20X1, the prevailing market interest rate for
four-year convertible debentures which had no right of conversion was 8%. Using an annual
discount rate of 8%, the present value of X 1 payable in four years is 0.74 and the cumulative
present value of X 1 payable at the end of years one to four is 3.31.

In the year ended 31st March, 20X3, CAB Limited declared an ordinary dividend of 0.10 paise per
share and a dividend of 0.05 paise per share on the irredeemable preference shares.

Compute the following— | ﬂ }(wﬂ ‘ .]/ \%gﬁ b\\ky

the finance cost of convertible debentures and its closing balance as on 31st March, 20X3 to be
presented in the consolidated financial statements.

the basic and diluted earnings per share for the year ended 31st March, 20X3. Assume that income
tax is applicable o CAB Limited and its subsidiaries at 25%.
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