¥ Question 3 (MTP Apr'21, Apr'22)

. == MO LU
] I
Tt January Balance
11N¢ 1,800
1t Moy Issue of shares for
L cash 600 - 2,400
-—-"-__-_______ ] — r T —
1ct November | Buy Back of shares
- . : 300 2,100
calculate Weig hted Number of Shares.
solution
computation of Weighted Average:
(1,800 x 5/12) + (2,400 x 5/12) + (2,100 x 2/12) = 2,100 shares.
The weighted average number of shares can alternatively be computed as fol-lows:
(1,800 x12/12) + (600 x 7/12) ~ (300 x 2/12) = 2,100 shares
Fir .
@) Question 2 NB Pg. No.
Date Particulars No. of Shares Face Value Paid up Value
Ist January Balance at 1,800 210 10
beginning of year
31st October Issue of Shares 600 210 25

Calculate Weighted Number of Shares.
Solution

Assuming that partly paid shares are entitled to participate in the dividend to the extent of amount
paid, number of partly paid equity shares would be taken as 300 for the purpose of calculation of

earnings per share.
Computation of weighted average would be as follows:
(1800 x 12/12) + (300 x 2/12) = 1,850 shares.

NB Pg. No.

ge number of equity shares outstanding during the period’.

Explai \wei vera ; : _
ohein the concar LSRN hted average number of equity shares in the following case:

Also 0. the weig

50 compute, based on AS 20, T

st A Balance of equity shares 7,20,000
il (O — i h 2,40,000

ﬁ__ Equity shares issued for cas 40,

% U ,_._.——-—-'-_'_'_-_-__

—aust, 2020 —— T Equity shares bought back 1,20,000

February, 2021 : 8,40,000
B vmm——— — | palance of equity shares
Mr 2021 . (5 Marks)

Soluti()n:

As share", the weighted average number of equity shares outstanding
Per AS 20, “Earnings Per Share .

i hat the amount of shareholders' capital may hgvet;cmed cisusrmgf
thurmg the period reflects the fact tless umber of shares outstanding at any time. For the purpose o
€ period as a result of a larger of

CA Inter — Advanced Accounting

~
-4\ Agkach K~ndAi CTCSH



-V Question 4 (MTP Oct '21, Mar'22, Mar'23, Oct'23) (PYQ May'18)

&) Question 5

calculating basic earnings per share, the numb i
_ ! er of equity shar :
number of equity shares outstanding during the period g S e weighted average

Weighted average number of equity shares:

7,20,000 X 5/12
9,60,000 X 5/12
8,40,000 X 2/12

= 3,00,000 shares
= 4,00,000 shares
= 1,640,000 shares
= 8,40,000 shares

NB Pg. No,
On 1st April, 20X1 a company had 6,00,000 equity shares of 2 10 each (% 5 paid up by all shareholders)
3y - 2 = = (s - P 3 3 b
On st \)E.DT._I’H'O“:I', 20X1 the remaining < 5 was called up and pGid by all shcreholders except one

r.,'hﬂTr_'_hr'Ji(_!{fr hfjv’lll"lg (")U,'.’JOO E‘QJlTy’ shc}res' The net proﬁt for the year ended 3lst MC]rChI 20)(2 WUS{
21,96,000 after considering dividend on preference shares of ¥ 3,40,000.

You are required to compute Basic EPS for the year ended 31st March, 20X2 as per Accounting
Standard 20 "Earnings Per Share™. (5 Marks)

Solution:

. : i i i h
Basic Earnings per share (EPS) = Net profit attributable to equity share olders

Weighted average number of equity shares outstanding during

the year
21,96,000

4,57,500 Shares (as per working note)

= ¥ 4.80 per share

Working Note:
Calculation of weighted average number of equity shares

As per AS 20 'Earnings Per Share’, partly paid equity shares are treated as a fraction of equity share

to the extent that they were entitled to participate in dividend relative to a fully paid equity share
during the reporting period.

Assuming that the partly paid shares are entitled to participate in the dividend to

the extent of
amount paid, weighted average number of shares will be calculated as follows:

Date No. of equity Amount paid Weighted average no. of equity

shares per share shares
1.4.20X1 6,00,000 5 6,00,000 X 5/10 X 5/12 = 1,25,000]
1.9.20X1 5,40,000 10 5,40,000 X 7/12 = 3,15,000
1.9.20X1 60,000 5 60,000 X 5/10 X 7/12 = 17500
Total weighted average equity shares __L_;_,_S_ZL_S_QE

o

Net profit for the year 20X1
Net profit for the year 20X2
No. of equity shares outstanding until 30th September 20X2

= th
Bonus issue 1st October 20X2 was 2 equity shares for each equity share out-standind at 30
September, 20X2

Calculate Basic Earnings Per Share.

e ——

CA Aakash Kandoi
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{8 phaisaataab 1]
| = _—‘:;.—..I_F‘:.- == =30

b= solution

Bonus Issue 20,00,000 x 9 =
No. of i 2 = 40,00,000
2000 shares

carnings Per share for the yeqr 20X2 % 60,00,000
(20,00,000+ 40,00,000)

Adjusted earnings per share for the year 20X]1 — X 18,00,000
(20,00,000+ 40,00,000)

=¥ 1.00

) question 6 (PYQ

=¥ 0.30

k- | : -) - NB Pg. No.
| NAT, a listed entity, as on st April, 20x1 had the following capital structure:
. Particulars 2
10,00,000 Equity Shares having face valye of * 1 each 10,00,000

10'00.000 8% Preference Shares having face value of 2 10 each

1,00,00,000

puring the year 20X1-20X2, the company had profit after tax of Rs. 90,00,000.
onlstJanuary, 20X2, NAT made a bonus issue of

as

oneequit i tstandi
ot 31st December, 201 quity share for every 2 equity shares outstanding

| onlstJanuary, 20X2, NAT issued 2,00,000 equity shares of Rs. 1 each at their full market price of Rs.
| | 760 per share.

NAT's shares were trading at Rs. 8.05 per share on 31st March, 20X2.

Further it has been provided that the basic earnings per share for the year ended 31st March, 2041

| | was previously reported at Rs. 62.30.

You are required to:

Calculate the basic earnings per share to be reported in the financial statements of NAT for
the year ended 31st March, 20X2 including the comparative figure, in accordance with AS-20
Earnings Per Share.

Explain why the bonus issue of shares and the shares issue at full market price are treated
differently in the calculation of the basic earnings per share? (5 Marks)

Solution:

(i)

| CA

Computation of Basic Earnings per share for the year ended 31st March, 20X2:

(including the comparative figure)
Working Note - I:

Earnings for the year ended 31st March, 20X1:

= EPS x Number of shares outstanding during 20X0-20X1
=% 62.30 x 10,00,000 equity shares

=%6,23,00,000
Adjusted/Restated Earnings
(after taking into consideration bonus issue)
Adjusted/Restated Basic EPS:

= Earnings for the year 20X0-20X1 / (Tota
=%6,23,00,000 / (10,00,000+ 5,00,000)
=%6,23,00,000 / 15,00,000

=R 41.53 per share

per share for the year ended 31st March 20X1:

| outstanding shares +Bonus issue)

0X1-20X2:

. . ear 2 —
Wt[on of Basic EPW,' CA Inter — Advanced Accounting
Adkash Kandoi il e
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‘@ Question 8

pividend) / (Total shares outstanding ;N
r:‘atshe shares ssued in January, 20X2) .

00,000 + (2,00,000 3/12))

Basic EPS = (Total Earnings - Preference Sha
beginning + Bonus issue + weighted average ©

B
~(2 90,00,000 - % (1,00,00,000 x 8%)) / (10,00,000°*
=% 82,00,000 / 15,50,000 shares

=% 5.29 per share o existing shareholders for no udditianl l

are issved t ding is increased withoyt Ky

i i vity shares
(ii) In case of a bonus issue, equity £ aquity <hares outstan

consideration. Therefore, the number ©
increase in resources. -
on. the issue is treated as if it had occurred Pior
d reported.

ry any bonus element and usually resuls

Since the bonus issue is an issue without considerqtl
to the beginning of the year 20X1, the earliest perio
However, the share issued at full market price Eiaes ol & rise. Therefore, it is taken |

in o proportionate change in the resources avuiioble.to the t:_ante.rp £ .tor e consi'dered ba T
consideration from the time it has been issued i.e. the time- wetghtlngfgc iy sedop
the specific shares outstanding as a proportion of the total number ot cay ‘

) Question 7 (RTP May ‘21) NB Pg. No,
In the following list of shares issued, for the purpose of calculation of weighted average number of
shares, from whnich date weight is to be conside red

i. Equity Shares issued in exchange of cash

i Equity Shares issued as a result of conversion of a debt instrument,

iii. Equity Shares issued in exchange for the s slement of a liability of the enterprise,

iv. Equity Shares issued for rendering of services to the enterprise,

V. Equity Shares issued in lieu of interest and/or principal of an other financial instrument,

vi. Equity Shares issued as consideration for the acquisition of an asset other than in cash.

Also define Potential Equity Share.
Solution:

The following dates should be considered for consideration of weights for the purpose of calculation
of weighted average number of shares in the given cases:

i Date of Cash receivable

ii. Date of conversion

iii. Date on which settlement becomes effective
iv.  When the services are rendered

V. Date when interest ceases to accrue

vi.  Date on which the acquisition is recognised.

A Potential Equity Share is a financial instrument o ile i
. r other co . itle its
holder to equity shares. ntract that entitles or may ent

NB Pg. N
Net profit for the year 20X1 0000
Net profit for the year 20X2 s 11,00r000
. , 00,
. |No. of shares outstanding prior to rights issue L hares
Rights issue price REPCH 5,00
[Last date to exercise rights 12,1'{
CA Aakash Kandoi - o 1st March ?Ow
- n§
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Y prior to exercise of right
Compute Basic Earnings Per Share. gnts on st March 20X2 was # 21.00.
solution

Nu i i i
mber of shares outstanding prior to exercise + Number of shares issue

d in the exercise
__(%21.00x%5,00,000 shares) + (15.00 x1,00,000 Shares)

5,00,000 Shares + 1,00,000 Shares

Theoretical ex-rights fqir value per share = % 20.00

Computation of adjustment factor:

Fair value per share prior to exercise of rights  (21.00)

Theoretical ex-rights value per share (20.00) =Le

| Computation of earnings per share:

EPS for the year 20X1 as originally reported: 2 11,00,000/5,00,000 shares = % 2.20

EPS for the year 20X1 restated for rights issue:  11,00,000/ (5,00,000 shares x 1.05) = € 2.10
EPS for the year 20X2 including effects of rights issue:

(500,000 x 1.05 x 2/12) + (6,00,000 x 10/12) = 5,87,500 shares

EPS =15,00,000/5,87,500 = % 2.55

? question 9 (MTP May'20 Sep*22) (RTP Nov'20, May’23, Nov'23) (PYQ Nov'19) NERg: Ne:
. XLtd. supplied the following information. You are required to compute the basic earnings per share:

~ (Accounting year 1.1.20X1- 31.12.20X1)

| Net Profit : Year 20X1 ; 2 20,00,000
: Year 20X2 J ¥ 30,00,000

No. of shares outstanding prior ; 10,00,000 shares

10 Right | s

EEF‘%_ = : One new share for each four outstanding i.e., 2,50,000

ssue <
shares.

. Right Issue price -~ ¥ 20
I | ast date of exercise rights— 31.3.20X2.

|| —_

(gt on 31.3.20x2

fcir fate of one Equity share T3

Mmediately prior to exercise

(5 Marks)
s°|Ution;
°°fhputc.tion of Basic Earnings Per Share Yegj_ﬂ_f_’i‘l_ Year 20X2 |
o bty

o R el s
S for the yeqr 20X1 as originally reported

‘ CA Inter = Advanced Accounting
Adalenr o
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Working Notes:

1. Computation of theoretical ex-rights fair value per share Fair value of all outstanding shares

immediately prior to

Exercise of rights + Total amount received from exercise

_— ~
- Ny
| = (2 20,00,000 / 10,00,000 shares) 2.00 L o
EPS for the year 20X1 restated for rights issue o
= [2 20,00,000 / (10,00,000 shares x1.04%)] 1.91 T
b (approx.)
EPS for the year 20X2 including effects of rights issue I
30,00,000 25
(10,00,000 shares 1.04 3/12) (12,50,000 shares 9/12) (approx,)
30,00,000
% 11,97,500 shares
e

Number of shares outstanding prior to exercise+ Number of shares issued in the excercise

(25 x 10,00,000 shares) + (20 x 2,50,000 shares)

3,00,00,000

10,00,000 shares + 2,50,000 shares

2. Computation of adjustment factor

Fair value per share prior to exercise of rights

Theoretical ex-rights value per share

3,00,00,000
= ; = 1.04 (approx.)
24 (Refer Working Note 1)

€ Question 10 (MTP Jan'25) (RTP Sep'24)

12,50,000 shares

—

=324

NB Pg. No.

The following information is available in respect of High-end Ltd. for the accounting year 2022-2023

and 2023-2024:

Net profit for

Year 2022-2023

Year 2023-2024

Number of shares outstanding prior to right issue 10,00,000 shares.

Right issue: One new share for each five shares outstanding i.e. 2,00,000 shares

: Right issue price T 25
: Last date to exercise right 31st July, 2023.

Fair value of one equity share immediately prior to exercise of rights on 31.07.2023 is 32

You are required to compute, as per AS 20:

()  Basic earnings per share for the year 2022-2023

(i)  Restated basic earnings per share for the year 2022-20223 for right i
issue.

=

CA Aakash Kandoi
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: ; AS 20
agsic earnings per sh
i) P are for the yeqr 2023-202,

solution
1 | H i .
_ compumt'on of basic earnings per share

| myeqr 2022-2023 as origingf 2022-2023 (2) | 2023-2024 (2 )

.ble to equity shareholders / 2.20

theyedl
L e
~722,00,000 /10,00,000 shares

[
gps for the year 2022-2023 res
22.00,000 / (10,00,000 x 1.04)

eps for the year 2023-2024 (including effect of ri i
ar X right issue) = 2 202
130,00,000 / 1(10,00,000 x 1.04 x 4/12) + (12,00,000 x 8/12)}

working Notes:

1 _‘:Omfc;tc:gfn c;;c(:rhf:retlca_l ex'rights fair value per share = (fair value of all outstanding shares
imm y'p g exercise of rlgl']ts *+ Total value received from exercise of rights) / (number
of shares outstanding prior to exercise + number of shares issued on the exercise)

=%30./835
9) Computation of adjustment factor

tated for the right issye = 2 2.2

= Fair value per share prior to exercise of rights / Theoretical exright value per share
=% 32/% 30.83
=1.04 (approx.)

NB Pg. No.

al)

 Question 11 (PYQ Nov'23)
Sapphire Limited earned Net profit of ¥ 39,00,000 and % 59,40,000 for the years 2021-22 & 2022-23
respectively.

The following information were given for 2022-2023:

") The company declared Rights issue of two new shares for each five outstanding shares.

e}

1) 4,00,000 shares were outstanding prior to Rights issue.
lii) Rights issue price was Z 27.50 and the last date to exercise rights was Tstjuly, 2022.
W Fair valie of one equity share immediately prior to exercise of rights on 1st July,2022 wasZ 143.

fou are required to Compute Basic Earnings Per Share as per AS-20:

(i) For the year 2021-22, and (5 Marks)
i) For the year 2022-23
50|Ution;
) Computation of Basic Earnings Per Snee
Year 2021-22 | Year 2022-23
E £ 4
o iginally reported
EPS for the year 2021-22 as orl9 vity shareholders

. e
Net profit of the year attributable to ed
CA Inter — Advanced Accounting
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i s outs
Weighted average number of equity share

during the year

= (2 39,00,000 / 4,00,000 shares) _ _

EPS for the year 2021-22 restated for rights 1SSU€

= [Z 39,00,000 / (4,00,000 shares X1.3917.5 '

EPS for the year 2022-23 including effects of rig
% 59,40,000

(4,00,000 x 1.3 x 3/12) + (5,60,000 % 4o

hts issué

2 59,460,000
5,50,000

tanding

9.75

10.8 (Qpprox“]

*Refer working note 2.
Working Notes:
1) Computation of theoretical ex-rights fair value per share

Fair value of all outstanding shares immediately prior to

Exercise of rights + Total amount received from exercise

Number of shares outstanding prior to exercise+ Number of shares issued in the excercise

(143 x 4,00,000 shares) + ( 27.5 x 1,60,000 shares)

6,16,00,000

4,00,000 shares + 1,60,000 shares

2) Computation of adjustment factor

Fair value per share prior to exercise of rights

Theoretical ex-rights value per share

143
110 (Refer Working Note 1)

= 1.3 (approx.)

@ Question 12 (PYQ Dec'21)

=110

5,60,000 shares

Net profit for the current year

No. of equity shares outstanding
Basic earnings per share

No. of 12% convertible debentures of 2 100 each

Each debenture is convertible into 10 equity shares

Interest expense for the current year

Tax relating to interest expense (30%)
Compute Diluted Earnings Per Share

Solution

No. of equity shares used to comp

Diluted earnings i
per share: (1,08 40 000/,
I ' ; 60 K
CA Aakash Kandai 00,000) =

¥1.81




* o, of equi‘ty shares Outstanding = 30,00,000 NB Pg. No.
gasic earnings per share 2 5.00 l
No. of 12% convertible debentyres of 21
coch debenture is convertible into 10 e
Tax Rote 30%

compute Dilutéd Earnings per Share.

working notes'should form part of the Onswis
solution: ' (5 Marks)

garnings for the year:

= No. of Shares x Basic EPS

=30,00,000 shares x 2 5 per share = 2 1,50,00,000
computation of Adjusted Net Profit:

= Earnings for the year + Interest on debentures net of tax
=1,50,00,000 + (6,00,000 - 1,80,000) = 2 1,54,20,000
computation of Adjusted Denominator:

No. of equity shares resulting from conversion of debentures:
= 50,000 x 10 shares = 5,00,000 shares

No. of equity shares for diluted EPS = 30,00,000 + 5,00,000
=35,00,000 shares

Computation of Diluted EPS:

=%¥1,54,20,000/35,00,000 shares = % 4.4 per share

NB Pg. No.

quired to compute Basic and Diluted Earnings Per Share

? Question 14 (MTP Oct'18,

From the following information, you are re 2
(EPS) of M/s. XYZ Limited for the year ended 3ist March, 2019:

Rs. 75,00,000
Net Profit for the year after tax:

! ! ] O Ve I

e issued on conversion. Consider rate of
of the year. 110,000 Equity Shares were s L i
Income Tax as 30%
Solution:

: e
Computation of basic earnings Per shar

: average
| Net profit for the current year / We,%h;gdper share
| YearRs. 75,00,000 / 10,00,000 = Rs-

upposed to b

number of equity shares outstanding during the

Adjusted net profit for the current year

i .
i are = i d average number of equity shares
Computation of diluted earnings per sh weighte g
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51

Adjusted net profit for the currenﬂr/’///’;,//’//if

75,00r000

Net profit for the current year /

el
8|00|000

Add: Interest expense for the current yM

— LY

000)
Less: Tax relating to interest expense (30% of Rs.8,00,

240,000))
80,60,009
220,000

Adjusted net profit for the current year /

rsion of debentures

Number of equity shares resulting from conve
=1,10,000 Equity shares (given in the Question) -
Weighted average number of equity shares used to compute dilut
=11,10,000 shares (10,00,000 + 1,70,000)
Diluted earnings per share

- Rs. 80,60,000/ 11,10,000

= Rs. 7.26 per share

Note: Conversion of convertible debentures into Equity_
Hence, to compute the adjusted profit the interest pai

the same would not be payable in case these are converted into equity shares.

ed earnings per share

share will be dilutive potential equity shares,
d on such debentures will be added back as

@) Question 15 (PYQ Nov'22) NB Pg. No.
Net profit for the year 20X1 Z 12,00,000
Weighted average number of equity shares outstanding during the year 20X1 5,00,000

shares
Average fair value of one equity share during the year 20X1 % 20.00
Weighted average number of shares under option during the year 20X1 1,00,000
shares
Exercise price for shares under option during the year 20X1 Z 15.00
Compute Basic and Diluted Earnings Per Share. (5 Marks)
Solution
Computation of earnings per share
- __H
Earnings Shares Earnings/
3 (-}
Net profit for the year 20X1 12,00,000 e
Weighted average no. of shares during year 20x1 552, 1
Basic earnings per share 5,00,000 ——-—“E'('J'
Number of shares under option ——--2""’
NL.meer of shares that would have been issued at il —_—|
fair value (100,000 x 15.00)/20.00 -
Diluted earnings per share (75,000)
: ; 12,00,000 29
Note: The earnings have not been inc 5,25,000 _____Z..-d

reased as the total number of shares

for no consideration.

CA Aalkach KAandai
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.? Question 16 : (PYQ May 24)

' pril 2023, ABC Limited has given the f _ NB Pg. No.
i OIIOW'T\Q information:
l—-"'—-_——.__ ]

| cn 000 equity shares of o,
0 . Rs.100 each (Rs.80 paid g b T
200,000 8% Preference shares of Re 10 each A mbokiens) U
10,000, 12% Debentures of Rs 100 each
(Eoch debenture is convertible into 3 equity shares of | e
st iy 2023, the — S of Rs.100 each) 10,00,000

-hareholder holding 10,000 eQUifys;i[;;:sDCf{led Up and paid by all the shareholders except one
o of R5.3,44,000. - buring the year 2023-24 the company had a profit after
1ax rate is 30%.

you are required to compute Basic and Diluted EPS.

solution :

Basic Earnings per share (EPS) =

Net profit attributable to equity shareholders

Weighted Average number of equity shares outstanding during the year
1,84,000

46,000 Shares (as per working note)

= Rs.4 per share

Diluted earnings per share

Net profit for the current year Rs.3,44,000

No. of equity shares outstanding 50,000

Basic earnings per share Rs.4

No. of 12% convertible debentures of Rs.100 each 10,000

Each debenture is convertible into 3 equity shares

Interest expense for the current year Rs.1,20,000
Rs.36,000

| Tax relating to interest expense (30%)
Adjusted net profit for the current year

Rs.(1,84,000 + 1,20,000 -

36,000) = Rs.2,68,000
g from conversion of debentures 30,000
diluted earnings per share 46,000 + 30,000 = 76,000
2,68,000 / 76,000 = Rs.3.53

No. of equity shares resultin
No. of equity shares used to compute

 Diluted earnings per share

Working Note:

1. Net profit attributable to equity s
Total earnings - preference shares
Rs.3,44,000 - Rs.(8% X 20,00,000)'

! Rs.3,44,000 - Rs.1,60,000

=Rs.1,84,000

Calculation of weighted averd
hare', P

hare holders = Net profit less preference dividends

dividend

of equity shares
d equity shares are treated as a fraction of equity

ge numb‘—‘r

= artly pai
4 | As per AS 20 'Earnings Péer S

e A CA Inter — Advanced Accounting
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Sh(]re tO th

-3ty share during the reporting period. Assuming t eighted average number of gp
Dc.lrtiCiDGte in the dividend to the extent of amount paid, W §
Will be calculated as follows: ———T weighted avera m
Date No. of equity A“"""'“; paid per equity shares
share
S shares : z Ry
T : 80| 50,000x 80/100 3/12 = 10,50
.04.2023 50,000 ST
01.07.2023 40,000 100 40,000 x 9/12 230_-@93
—5-1;-5;2023 10,000 fol e i0/a00x 80/100x 9/135-9&22
e . 46,0
| Total weighted average equity shares ——--_.QE,
. R— NB Pg,
vestion 17 (RTP Jan’25) g. No,

YZ Limited has a wholly owned subsidiary BC Limited. The Group prepares co‘nsollc@lted Financig|
Statements for the year ended 31st March, 2024. XYZ Limited (in its SEDGFG’C? financia Sthemer?tSJ
has incurred a loss of Rs.2 crore during the year, while the consolidated profit for the group during
the year is Rs.40 lakh. XYZ Limited has 5,00,000 shares outstanding as at 31st March, 2024,

Further, it has granted options to issue equity shares as at that date. Ir.1 respect of such options,
1,00,000 shares are considered to be the shares issued for no consideration. There are no changes
in income orexpenses that are expected from the issue of equity shares on exercise of these options,

Calculate Basic and Diluted EPS for XYZ Limited for separate financial statements and for the Group,
Solution :

Computation of earnings per share

Particulars Consolidated financial Standalone financial statements
statements of XYZ Limited

Basic earnings/(loss) per |Rs.8 [40,00,000/5,00,000] (Rs. 40) [2,00,00,000/ 5,00,000]
share

Diluted earnings/ (loss) |Rs. 6.66 [40,00,000/ 6,00,000] (Rs. 40) [2,00,00,000/ 5,00,000] .
per share

As per paragraph 39 of AS 20 “Potential equity shares should be treated as dilutive when, and
only when, their conversion to equity shares would decrease net profit per share from continuing
ordinary operations.

5 : to Rs.33.33 [2,00 this
is antidilutive, the options would not be treated as pote [ 00,000/6,00,000]. As

_ | ntially dilutive equity sh ingly, in
the separate financial statements of XYz Limited, the Diluted Eps wouldqbe );c:mqeri: ngi?:rg;:’r;g :

? Question 18 (RTP May 22)

Rs. 2,40,000, a loss from discontinuin ; 000 and y f RS
1,20,000. The Company has 1,000 equi A Accordingly a net loss of RS
March 31, 20X1.

You are required to compute Basic and Diluted EPS? /\
CA Aakash Kandoi . e




f golution: A_; 20

ss per ?‘5 20 "Pc?tentiol €quity share

conversion to equity shares would d :
- | ecre i

B e o, ol Sl Netprofit per share from continuing ordinary operations".

000), for ascertaini perati
Uizczrdingly 200 porttsm.lng Whether 200 pc;:Z' R.)S' 2'40:000 would be consid-ered and not Rs.
s ' ntia ntial equity shares are dilutive or anti-dilutive.

, their

:f,“\ QUQStiOn 19 (RTP May 22)

stock options have been grant o NB Pg. No.
i e. 20 per cent at the e?wd ofe:cxkzi A5 Limited to its employees and they vest equally over 5 years,
employee is still employed with the )éew from the date of grant. The options will vest only if the
| company during the vesting period. th Ompany at the end of the year. If the employee leaves the
| would lapse. Currently, AB Limited i € Options that have vested can be exercised, while the others
. ited includes only the vested options for calculating Diluted EPS.

should only completely vested option i 2 |s this in
: ptions be in m i i P is i
- o it o7 : | I| iC|UC:|ec:| for computation of Diluted EPS? Is this i

solution:

As Per AS 20 "A potentla! equity share is a financial instrument or other contract that entitles, or may
entitle, its holder to equity shares", .

Opt|0n§ |nc|ud|r.19 employee stock option plans under which employees of an enterprise are entitled
to receive eqlmty shares as part of their remuneration and other similar plans are examples of
potential equity shares. Further, for the purpose of calculating diluted earnings per share, the net
profit or loss for the period attributable to equity shareholders and the weighted average number
of shares outstanding during the period should be adjusted for the effects of all dilutive potential
equity shares.

The current method of calculating Diluted EPS adopted by AB limited is not in accordance with AS
20. The calculation of Diluted EPS should include all potential equity shares, i.e., all the stock options
granted at the balance sheet date, which are dilutive in nature, irrespective of the vesting pattern.
The options that have lapsed during the year should be included for the portion of the period the

same were outstanding, pursuant to the requirement of the standard.

? Question 20 (RTP Nov 21) NB Pg. No.

AB Limited is a company engaged in manufacturing industrial packaging equipmgnt. As per the
terms of an agreement entered with its debenturg- holders, the company is requmre.d to
appropriate adequate portion of its profits to a specific reserve over the pelrlod c: Ir?o}:unty of
the debentures such' thatrat the redemption date, the resc?rve constltujces-ct .ecst a ht e vc:lge
of such debantures, As suel Gpproprictions are not avmlable'for d15trlbut10n. to ft e 'qulgy
shareholders AB L.imited has excluded this from the numerator in the computation of Basic PS.

Is this treatment correct as per pPr

ovisions of AS 207

' erve created for the redemption of debentures
uch a mandatory e

4 ofit attributable to eq.uity shgreholc%ers for the computation c?f
would be included in the j ose of calculating basic earnings per share, the net profit
Basic EPS. AS 20 states that “For the purP ity shareholders should be the net profit or igss for the
or loss for the period attributa . 1 nds and any attributable tax thereto for the period"; With
Period after deducting preference_s- di Ll to equity shareholders, it may pe c?ons.trued th.c:? such
| 9n emphasis on the phrase attributd ‘eserves, though not available for distribution as lelden.d.
’Moppropriated to mandatory CA Inter — Advanced Accounting

The appropriation made to s




are still c:‘ftributcxble to equity shareholders. Accordingly, these amounts should be included in the
computation of Basic EPS. In view of this, the treatment made by the company is not correct.

?,} Question 21 (PYQ Nov'23) NB Pg. No.
Z Ltd. decides to increase its existing share capital by making right issue to its existing shareholders.

The company is offering 2 new shares for every 5 existing shares held by the shareholders.
The market value of shares is Z 420 per share.

Company is offering each share at Z 245 per share.
Calculate the value of right and the ex-right market price of a share. (5 Marks)

Solution:

Ex-right value of the shares = (Cum-right value of the existing shares + Rights shares X Issue Price) /
(Existing Number of shares + No. of right shares)

= (2420 X 5 Shares + ¥245 X 2 Share) / (5 + 2) Shares
=% 2,590 / 7 shares = ¥370 per share.

Value of right = Cum-right value of the share - Ex-right value of the share
= 2420 - 370 = ¥50 per share

Note: In the question, the market value of share is given at % 420 per share. It has been considered
that this value is cum right.



@2 ((o8) (Jau'as PY8)

Question 1
(a) XYZ Limited has provided you the following information as on 31
March,2024: -
Particulars ¢
Net profit (After Tax) [ERFESH & / 731,20000¢ o
No. of shares outstanding as om;‘ ¢ 10 each 8,00,000 {m
Average fair value of one equity share during the year Ces réan
2023-24 TRegs .
Peg Weighted average on. Of shares under%gtion gwing the 80,000
year 2023-24
Exercise price for shares under option during the year T20
2023-24
Pes 12% Debentures of ¥ 100 each ¢ 30,00,000
(Each debenture is convertible into 4 equity shares)
Tax rate 30%

The company issued one equity share as bonus for every 5 equity shares
outstanding as on 1" October, 2023. It further issued 2,00,000 equity shares
of ¥ 10 each as on 1*January, 2024. The Financial Year of the company ends
on 31* March each year.

You are required to calculate Basic and Diluted earnings per share as on
37°" March, 2024 (round off your answer to 2 decimal places). m;_}



&I:: AR (LDQ)

No- of tharet ao.!}slwdlrg on 9!‘03|2~r = §,00,000 C‘R indudet Hew Tegve G

wh@® Cofcwtation of Shovet on D! Poauk chava, New TFesve. S"“"‘)
Tolat shaver gn Yr ewd Fo0000
1 Maw Tcve (Crven) (qbamo)
opr Shavet + Bou ) 6
¢! Bonwt (1s0005) -~ 1
ofn Shavet S00000 s

1) Basic €FS - 30000
Stx 12+ ex1) + Lx3

/ 12 ‘/ 1 {1
¢Tn Souss hew
Lhwva Fcoe
= Slboooo = 4§ Fev chae.

€co000 chara



AS 20 Earning Per Share
|
Que |Type
1 |WANES
2 |WANES
3 |WANES
LDR 4 BASIC LDR LIST FROM QB OF AK SIR
5 |BASIC+BONUS
LDR 6 |DIVIDEND
7 |THEORY Credit- mehul jain
8  |BASIC+RIGHT
LDR 9 |BASICHRIGHT
10 |BASIC+RIGHT
11 |BASIC+RIGHT
12 |DILUTED+DEB
13 |DILUTED+DEB
LDR Eg2 |DEB+INT
LDR Eg3 |DEB+INT
LDR 14 |DILUTED+DEB
LDR 15  |DILUTED+ESOP
LDR 16 |DILUTED+DEB
LDR 17 |CASE+DILUTED
18 |DISCONTINUING n
19 |THEORY 7;51 P r.'z.-iﬁapaf&
20 |THEORY % 2
21  |RIGHT BODHI;J_ Hfl--i.df_ Cﬂ!ﬂf’fﬂﬂ.&
LDR PYQ 125 [FULLQ 2 :
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