AS-20: EARNING PER SHARE

(7T m e e oo s mmm oo ~ STUDENT
! PRESENTATION OF BASIC AND DLUTED EPS ] NOTES
L ——— b4
Both basic and diluted EPS should be presented on the face of statement of P&L
with equal prominence for each class of equity shares.
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i CALCULATION OF BASIC EPS 1
________________________________________________________________ J
)
Net profit/loss for the period attributable to Equity shareholders
Weighted average no. of equity shares.
.
_ _ vi _ I
NPAESH = NP — Taxes —Preference dividend _ 1420-31321
WANES 1.4.20 —31.3.21
Example 1 :- 1.4.20 = 5,000 ES opening bal. Not of Es. +aooo - 2 =Nooo ‘
30.6.20 = 2000 Es issued WRNES = SDoD x1a]j13 + 2000%9)13 ~ 30gox 3l M
31.12.20 = 5,000 ES bought back ;—Zjﬂw
\_NES=—466085. Calculate WANES. 04 on 313 2! o~ SPeox 3lia + Tooox éliy +4 ha Mo JT
—
/Equitv shares with different nominal values : fv=10 #=SO ( 8 4< -‘S") ) —
Teic  —Beas NPAESH = 00 00O
f there are equity shares with different nominal values but same dividend rights, the ST
number of equity shares will be calculated by converting all equity shares into —
equivalent number of equity shares having same nominal value. J =(86-95
e _
=" ™
5,000 Equity shares of Rs. 10 each ; 10,000 equity shares of Rs. 50 each. Net profit
for the period :- Rs. 26,0%00. Calculate EPS.
J
Number of shares 5,000 10,000
Nominal value /Face value 10 50
Equity No (10) 5,000 50,000
EPS 20,00,000
55,000 =36.36(10) 181.81 (50)
£ oo R R =1
: More than one class of Equity Shares 1
e J
( If an enterprise has more than one class of equity shares, the net profit/loss for the )
period shall be apportioned over the different classes in accordance with their
9 dividend rights. J
4 )
Dividend Rights :- Amount/%age of dividend each class of ESH are entitled to-
Minus Net profit attributable to ESH will be divided between the different classes
of shareholders in the ratio of dividend rights.
o
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NPAESH :- ICAI SM  PRESENTATION

A quick recap of adjustments to be made to the numerator will be as under:

Particulars Adjusted in the numerator of
Basic EPS

Tax expense Yes

(Current and Deferred Tax)

Exceptional items as per AS 5 Yes
Extraordinary items as per AS 5 Yes

Changes in Accounting estimates as per AS 5 Yes

Changes in Accounting Policy as per AS 5 Yes

Amount of preference dividends and any
attributable tax thereto

(a) Non-cumulative preference
(b) Cumulative preference shares

Yes - only if it has been
provided in the books
Yes — irrespective, whether or
not the dividends have been
provided for in the books

Colugtalion of Rriod for WANES

In most cases, shares are included in the weighted average number of shares from
the date the consideration is receivable, for example:

a.  Equity shares issued in exchange for cash are included when cash is
——

receivable;
I

b.  Equity shares issued as a result of the conversion of a debt instrument to
I

1021 3131
2S00 ES

Buybatlt

equity shares are included as of the date of conversion;
EE—— " Mw — “'
c Equity shares issued in lieu of interest or pri-ncipal on other faaasal

msteamaante are included as of the date interest ceases to accrue;
I

d. Eguitx shares issued in exchange for the settlement of a liability of the
enterprise are included as of the date the settlement becomes effective;
]

e. Equitz shares issued as consideration for the acquisition of an asset other

than cash are included as of the date on which the

and

f. Equity shares issued for the rendering of services to the enterprise are
included as the services are rendered. o wmglm
T

In these and other cases, the timing of the inclusion of equity shares is determined
by the specific terms and conditions attaching to their issue. Due consideration
should be given to the substance of any contract associated with the issue.

JE date

acguisition is recognised; -y
e ——)
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Example - Coludaiion of EPS

(8r3-22)
v
Amul%gmqﬁon fr the nature of funhate (B Co. — Net Profiits — not fauuded
WR— ES {ssued -» peribd-»
= NPAELH from +he 00R )
WANES
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€) NP=2000000

) MV =D
2) ES lued = 100000
3 Rram Sharet Keued - 20000
A Qt‘?an’f lssue fite - 120
Dote of Ql‘am lssue - 80[6[20 (#y:20-21)

Coleuore EPS -
© fok Vawe persn- after R = (100000 X 1SD) + (200007 120)
120000

= &S

® Bonua(free) Elemost in R) (Shares lcsued for free)
40000 % 10 = 2400000

Totad omound vaiced from Ri =
2 Y Py
= [6S52 ES [isued
Auad sharet Rsued = 20000
Snawes lsued for free = 3448 ES
[ Bowut. Shates) e
€ ER = NPAESH - _2000000
WANES 100000% 19 + (6532xq 4 3448x12_
12 12 R
= 000,000
100000 + 12NIA 3 3UHS
o 2000000
115862
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13.  Following information is supplied by K Ltd.:

Number of shares outstanding prior to right issue - 2,50,000 shares.

Right issue - two new share for each 5 outstanding shares (i.e. 1,00,000 new
shares) K] S

S o X m
Right issue price - ¥ 98 =lw -
Last date of exercising rights - 30-06-20X2.
E—)

Fair value of one equity share immediately prior to exercise of right on
—_— ——
30-06-20X2 %

Net Profit to equi'guhareholders:
20X1-20X2 - ¥ 50,00,000

— ==
20X2-20X3 -% 75,00,000
-y -_—

You are required to calculate the basic earnings per share as per AS-20
Earnings per Share.

fV: QDOVO X0 + 100000 XAB =

3mo
= l00~%$
(003
+ QNN sh.
= (00000 s\
Bowss = BB

EPS = 1s00000
AS0000R12 + ANTHX G + 28ex12
IR T ) )2
100080
QDOOD + 12830+ 282

= 1S00000
225706

Q3:b2
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Ouothon 72- Boat ES for 16-17 = NPRESH < 2200000
WRANES 1000000
= &.Q
Baxit EPS for 1% - NPAESH = 3D0OOOD
INANES, (000000 X 12 + 162180% 8 ¢ 3780x 12
2 R 12
= 3000000 . 260

1000000 + 108120 37830

) Cadtatibn of foir Votwe fsate ofier RAM hsue

= (1000000 %32) + (200000x20)
1200000
= 30-83

2) Colwation of Bonut Shares lssued

Q) T amount rofted -M'ulqh Riaht lssue : 200000% 2 = SDOD 00O

b) faiv Vo |sh- after wi e ~ 30-83

¢) No. of chawes o be tsued = 162180 E-¢-

d) O of shares aduaiy tsued = d000C0 E-S
<+ 3780 E-8-

€) Bonut ghavet jscued
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[oogooD ¥ 12+ 37820% 13
12 12
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Illustration 4

Net profit for the year 20X1 ¢ 11,00,000

Net profit for the year 20X2 < 15,00,000

No. of shares outstanding prior to rights issue 5,00,000 shares

Rights issue price ¢ 15.00

Last date to exercise rights 1*t March 20X2
~—

Rights issue is one new share for each five outstanding (i.e. 1,00,000 new shares)

Fair value of one equity share immediately prior to exercise of rights on 1st March
20X2 was € 21.00. Compute Basic Earnings Per Share.

EPS  for 203l = (100000
10 000

- d

ER fr dJo22a - 1S00000

SDO00OR (A + TSDOOXID + IDOORIQ

I IQ 2 12
[ J 1 1

Rl Bl

c 2K

) CaMwulation of fuiv Varue ofter QQM lssue 2-

= (spooooxal) + (000D X IS)
600000

= o0

9) Bowns Shaves lssyed -

a% Tfal amount wied - |0000O X IS - 1SPOECO
b) Four vaue after @1 i = 0

¢) Number of shares to be fisuedt = 75000
dg Adual shaves issued = (b00ovo
¢) Bonus shares issued = 20O

Restated EPS for 2041

EpPS = (L0ODOD
SO0000- 25000

= 3-10 (2-095)



Quattion 1 - 1CM sM
PRESENTATION & DISCLOSURES BASED m
ACCOUNTING STANDARDS

Date No. of Amount | Weighted average no. of equity
equity paid per shares
shares share
- - - 600000 % Sljp K13] ]9 = 300000
+
1.4.20X1 6,00,000 5 6,00,000 5/12 = 1,25,000 o " ‘1 a1l
19.20X1 | 540,000 10| 10}yR5,40,000 x 7/12 = 3,15,000 S0 o X712 - ISTSDO
(=~ = =" - .
1.9.20X1 60,000 5 60,000 x 5/10 x 7/12 = 17,500
—— e s T
Total weighted average equity shares 4,57,500 4SSO
“ci=le—

12. Earnings for the year:
= No. of Shares x Basic EPS
= 30,00,000 shares x % 5 per share = ¥ 1,50,00,000
Computation of Adjusted Net Profit: S',ID ‘ho

600 000
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poidup omouut o2 compared {0 puda
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Quetibn < -

Basle EPS = NPAESH 8EDO00
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Example o~ Converfible ¢

Nel Frofit = 85000
No: of € 2000000
/- Comexﬁble P looooo shares (P 100)

Ean Mume Sare s convetible jotp 10 E-<
Colelote  dfiaed EFS -

Solutteu :- Boalt EPs : SO0
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Illustration 6
Net profit for the year 20X1 ¢ 12,00,000

Weighted average number of equity shares outstanding | 5,00,000 shares
during the year 20X1

Average fair value of one equity share during the year 20X1 ¢ 20.00

Weighted average number of shares under option during the | 1,00,000 shares
year 20X1

Exercise price for shares under option during the year 20X1 ¢ 15.00

Compute Basic and Diluted Earnings Per Share.

Barie EPS - Q00000 - N
$DQO00
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Questibn Q2-  Caledalion of  Inwementod Earm'nq /shave

) foiv Vaue [optibn -
© Noof shaver 4o be cued = 800D

I Ophond s - ? Tota! amouut ¥ be wlked :- 160000 x 60
d) Noof Swave quuay (sued

100000
€)  Excess ghares Rsued 20000
ncementad Earn z o) =0
Ll
3 fefoerxe Shoved ¢
Incremewtad Eovofuge < (8ooooo» ) + 640000
1600000
c Ak D= 100 — BHL
CDTs 10 — == &AL
lo koL
3 Dbttt : - T
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4000000

. |

Qunka'na& on the baait of moawimum oliudion

- Option - Qonk
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Coputedon  of  Oiuded EPS

tnw‘dufm? Optibine

)

10000000 + 0

2000000% 12 + AVO0OX IR
12 1@

= ANS

Optionk have clituted 4he EPS.

tbmfdm'ue Debentures

10000000t © + 8400000
Q000000% 12 +20000%12 + 4000Q00OX 12
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. 3.0
Debewturet howe outed the EPS
lonsiderivng Refvence Qnare

= {000D00D+ b + £400000 4 TOHODOD
2000000 R 12 + d0000R 12 + AD00DDOR R + 1600000 % L

12 1 ) I 12
= ASANDOCD
'7649000
= 334

Prefrence Snaret ave ant dilubfve-

Henee, the diulted ER = 308

In simple words, we can conclude as under:

Particulars Remarks Is it to be taken as a part
of Diluted EPS or not?

Conversion to equity shares Dilutive Yes
would decrease earnings per
share from continuing
ordinary activities.

Conversion to equity shares Anti-dilutive No
would increase earnings per
share from continuing

ordinary activities.

Conversion to equity shares Dilutive Yes
would increase loss per share
from continuing ordinary
activities.

Conversion to equity shares Anti-dilutive No
would decrease loss per share
from  continuing ordinary
activities.




lHlustration 7

X Limited, during the year ended March 31, 20X1, has iwe from continuing
ordinary operations of € 2,40,000, a loss from discontinuing operations of ¥ 3,60,000
and accordingly a net loss of ¢1,20,000. The Company has 1,000 equity shares and
200 potential equity shares outstanding as at March 31, 20X1.

You are required to compute Basic and Diluted EPS?

Rut €Ps: (120000) =(120)
1000

dDlued £PS

Wnether _poteuih) Bty Snares_are dfusted or vot

tonslelerfua  onty tonﬁvuﬁua opeations - [hile
J b coneidex ow'zz3
Bosfe EPS = QW00DD = QWO continuiug operatiimg.
1000 The B85S hag
oleureased -

Diwed EPS :  J40000 =« Q00
10004 00

The. potential equity enover are  ditubive

feseutatiow, of Oiluted eps While  presentation
eonsidler contitming
240000 — 360000 and dideontinuileg

~ 10004200 opertions. both -

= (o0)

v

{®'5.10RESTATEMENT

If the number of equity or potential equity shares outstanding increases as a result
of a bonus issue or share split or decreases as a result of a reverse share split
(consolidation of shares), the calculation of basic and diluted earnings per share
should be adjusted for all the periods presented. If these changes occur after the
balance sheet date but before the date on which the financial statements are
approved by the board of directors, the per share calculations for those financial
statements and any prior period financial statements presented should be based
on the new number of shares. When per share calculations reflect such changes in
the number of shares, that fact should be disclosed.



Dituted EPS
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AS-20: EARNING PER SHARE

! ]
! Equity Shares issued during amalgamation 1
e J

\

Nature of merger:- The duration for the equity shares issued during the merger
should be from the beginning of the reporting period.

Nature of purchase : - The duration for the equity shares issued during purchase
should be from the DATE OF ACQUISITION of the vendor company till the end of
reporting period.

VAN

fCaIcuIation of EPS during amalgamation:-
FY=21-22 ; Date of Amalgamation=30.9.21
NP upto 30.9.21 = 5,00,000 ¢«
NP from 1.10.21 = 8,00,000 v
No. of Equity = ‘ 10,000 ‘
B = NP upto 30.9.21 = 4,00,000 «

A ltd. Tookover B Ltd. Oand issuquity shares. Calculate EPS in
A ltd’s books as on 31.3.27° —

Solution:

In the nature of merger :-

5,00,000+8,00,000+4,00,000 17,00,000
EPS :- NPAESH / WANES = - — = =113.83
10,000xﬁ+5,000xﬁ 15,000

In the nature of purchase:-
5,00,000+8,00,000 13,00,000

- Such equity shares are treated as a fraction of an equity share,
- to the extent they were entitled to participate in the dividends relati

paid equity shares.
\

to fully

Example:-

1~45,000 fully paid equity of Rs. 10 each.

2. 5,000 partly paid equity shares of Rs. 10 each Rs. 6 / shares paid up.

3. Dividend to partly paid equity shares will be paid in proportion to amount
paid up as compared to fully paid equity shares.

NPAESH = 10,00,000.

Calculate EPS.

a.
5.
-

STUDENT
NOTES

EPS - 0001000000 _ 1390000 _ 4

K 10,000XE+5,000XE , /

T T T T T T T T T T T T T T T T T T T T T T T EEE T EEEEEE T )

1

e Partly Paid Equity Shares -10 GISRRD GRS




AS-20: EARNING PER SHARE

@olution:-

FPV PPU
1. No. 5,000 5,000
2. Dividend 1 0.6

3. Equity Share in proportion of dividend = 5,000 and 3,000

1000000 =125 (fully paid up)

- 12
5,000 x E+3,000x o

EPS;

PPU =125 x 0.6 =75

FPV =10 lakh x 1/1.6 = 6,25,000/5,000 =125
PPU =101x0.6/1.6 = 375,000/5000 = 75

é '\‘ The change in the no. of equity shares will be treated as if it had occurred from the ]
U O

beginning of the period.  Bovus wu'a{n — Orjinod shore kofl‘mmd

P —————————————© F——_ . y— L pe— ——
() e mehmissue e ool R -

,ﬁalculate theoretical ex-right value/share=
\ (Aggregate Value of shares prior to right issue + proceed from right issue)/no. of
> shares outstanding after right issue.

2.Calculate adjustment factor=
Fair value before right issue/theoretical ex-right price.

3.Compute basic EPS
(This will be done by multiplying no. of shares prior to right issue by the
adjustment factor.)
= net profit attributable to ESH
Old sh.*adj.fac*x/12 + new sh.*x/12

In Right Issue, the exercise price of the shares is lower than the fair value of the
shares.

- Hence the increase in proceeds is not proportionately equal to the increase in the
no. of shares from right issue.

- This gives rise to a bonus element which is represented by the adjustment factor
calculated in step 3.

= —

R0 = tr- — Reesbible

CA Tgosr Gueak

Ex

STUDENT
NOTES

Souus e
=0
e
_L\@i
N E

Z?: |

€ 2

N

WANES

< NPAESH

N2 +SXR
) R

i
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AS-20: EARNING PER SHARE

/Calculation of EPS after Right issue \

1) Fair value of equity share after issue
(1 00,000 x 50) + (2,00,000 x 25) -3085
12,00,000

2) Bonus element

Total money generated through right issue = 50,00,000
Money that would have been generated/ share =30.83

No. of shares that should have been issued = 162180 shares
No. of shares actuaaly issued = 2,00,000 shares

Bonus shares issued = 37,620shares (2,00,000- 1,62,180)

30,00, 000
10,00,000 x—+37820 x +1 62,160 x

3. EPS= 5 = = 2.62/ shares

22,00,000
Restated EPS:- =211

STUDENT
NOTES

12 8
K 10'00'000’55*'37820 X /

EI Diluted Earning per Share =» £otft EK# Effeck df- LK 2

To calculate Diluted EPS, NPABR-\- PES )

- Net profit attributable to Esh and WANES + PES
- Weighted average no. of ES outstanding during the period,
Both should be adjusted for the effects of potential equity shares.

/ mshumeutPotential equity shares «
Is a financial statesremtor other contract that entitles or may entiltle its

holder to equity shares.
Example:-

N [
1. Debt instruments convertible to equity. =s CQ“VuhUQ Odbeuared
2. Preference Shares convertible to eguitx.
3

. Share warrants.
\ 4. Share options.

- While calculating diluted EPS, the numerator will be increased by the

amount of net cash outflow(interest/dividend) that will cease to be incurred if
such potential ES are converted to ES.

.

( N\
Note :- Potential ES should be considered as Dilutive when and only when
their conversion to ES would result in decrease in Basic EPS. Otherwise,

they are considered anti-dilutive.
\_ J

> £ fud




AS-20: EARNING PER SHARE

QUESTION 7:

The following information is available for Savitri Ltd for the Accounting year
2016-2017 and 2017-2018:

Right Issue: One Share
for each five Shares
Outstanding, i.e.
2,00,000 Shares

10,00,000 Right Issue Price X 25

Net Profit for Year 2016-2017 X 22,00,000
E——

Net Profit for Year 2017-2018 [ % 30,00,000

No of Shares Outstanding prior to
Right Issue

STUDENT
NOTES

Last date to exercise right
, 31.07.20187

Fair Value of one Share immediately

prior to exercise of right 32

You are required to compute -

(a) Basic Earnings per Share for the year 2016-2017.

Re-stated Basic Earnings per Share for the year 2016-2017 for Right Issue.

’_=)-———.

(c) Basic Earnings per Share for the year 2017-2018.
T T

Answer:

Sr
No.

Computation Result

Determination of Theoretical Ex-Rights Fair Value / Price: =

(Base Shares Quantity x Fair Value per Share Before Rights) +
(Rights Issue x Rights Issue Price)

! Base Shares Quantity + Rights Shares Quantity X303

= (10,00,000 x %32)+ (2,00,000 x X 25)

10,00,000 + 2,00,000
Adjustment Factor (AF) = Fair Value before Rights Issue
2 Theoretica 1 Ex - Rights Price (as per Stage 1) 1.04
= ¥32/30.83
3 Weighted Average Number of Shares (WANES) Outstanding 11,46,667
during the period (Note) Shares
Basic EPS for Current Year = Equity Earnings = %30,00,000
4 %2.62

WANES as per Stage 3 11,46,667




AS-20: EARNING PER SHARE

Note:

(100% - Tax Rate)
=%6,00,000 x (100% - 30%) = X 4,20,000.

|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
: 3.EPS=1+2
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
: Interest Expense of X 6,00,000.

1. Tax Adjusted Interest on 8% Convertible Debentures = Interest as given x

2. Annual Interest on Debentures = 8% x X 100 x 1,00,000 Debentures = X
8,00,000. However, Interest Expense for the current year is given as X 6,00,000.

Hence, it implies that Debentures are issued during the year. Period = 9
Months, by comparing Annual Interest at 8% X 8,00,000, with the given

CA Tgusr Guehb

————————————————————————————————————————————————— STUDENT
| . |
: QUESTION 8: : NOTES
: While calculating Diluted Earnings Per Share, the effect is given to all :
| dilutive Potential Equity Shares that were outstanding during that period.” |
| Explain. Also, calculate the Diluted Earnings per Share from the following |
| information: l
| |
| [Net Profit for the Current Year X 85,50,000¢1 |
I No. of Equity Shares Outstanding /—~\QO0,000 w—r I
| |
=pNo. of Convertible Debentures of X each (Each 00 0 N> ls3||l£d for am
'# Debenture is convertible into 10 Equity Shares)  Pgt 2#:
~ ———r

Interest Expenses for the current year 66, 00,000/

Tax relating to Interest Expenses 30%

Answer:

, . Adjustment for | For Adjusted
Particulars For Basic EPS Dilution EPS
(1) (2) (3) (4)=(2) +(3)
1. Net Profit for the Given %
period attributable to (Note 1) 4,20,000 | X 89,70,000
! 85,50,000
Equity Shareholders
2. Weighted Avg No. of Given 1,00,000 x 10 x 9/12 27 50,000
Equity Shares 20,00,000 =7,50,000 7
Basic EPS = Diluted EPS =
X4.275 %3.26
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| T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T STUDENT
QUESTION 9 NOTES

The following data is relating to X-ray Ltd. Compute Basic and Diluted EPS.

Net profit attributable to equity shareholders X1 Crore
No. of equity shares outstanding 20,00,000
The average fair value of one equity share during the year X75

NPRESH 4 PE1 4 PEy 4 PES
WMES B fpy PR

Potential Equity Shares

Options 1,00,000 with exercise price of I60

Convertible Preference Shares 8,00,000 shares entitled to a
cumulative dividend of X8 per share.
Each preference share is convertible
into 2 equity shares.
P

Attributable tax, e.g., corporate 10%
dividend tax ( 1o

|
|
|
|
|
|
[
|
|
|
|
|
|
|
[
|
|
|
|
|
|
|
[
|
|
|
|
|
|
|
:
l @ Convertible Debentures of X 100 i? 10,00,00,000land each debenture
| \./
|
|
|
[
|
|
|
|
|
|
|
[
|
|
|
|
|
|
|
[
|
|
|
|
|
|
|
[
|
|
|

each (s convert:bYe'mto@quity shares.

——

Tax rate @

Cobwlate Diuged B -

Answer:

Calculation of Incremental earnings and an Incremental number of shares:

_—

‘1. Options:|Increase in earnings
—_—

Number of shares to be issued at fair value = Amount receivable on options
issue / fair value

/f 600000 . BOOOD - 100000
=1,00,000 x 60/75 = 80,000 7

Number of shares issued for NO consideration = 1,00,000 - 80,000 = 20,000
shares -
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2. Convertible preference shares:
_—

Increase in earnings on conversion
distribution tax

=(8,00,000 x 8) + 10% (8,00,000 x 8) = X70,40,000 Number of shares issued on

|
|
Preference dividend + dividend :
|
|
|
conversion = 8,00,000 x 2 = 16,00,000 shares '

STUDENT
NOTES

Eamnfugs) = (Bootee

3. Convertible debentures:

Increase in earnings on conversion= Interest - tax savings

Calculation of diluted EPS:

Quote: As per the provisions of AS-20: Earnings Per Share, the entity should
compute the diluted EPS in the ranking sequence

=(%X10,00,00,000 X 12 % ) - 30% (X 10,00,00,000 x 12% ) DRldend < I‘bO 6400000
"='T_ |
= %84,00,000 +
— GNDUOD
Toa jo J0%
Number of shares issued on conversion = 10,00,000 x 4 = 40,00,000 shares 0| <o D000
Calculation of Incremental earnings per share and allocation of rank: -L=q-. :
|
|
Potential equity share Incremental Increase in | Increment | Rank :
earnings (A) (X) | shares (B) al |
|
EPS (A/B) l
|
Options Nil 20,000 0 1 :
|
Convertible preference 70,40,000 16,00,000 4.40 3 :
shares |
|
Convertible debentures 84,00,000 40,00,000 %2.10 2 :
|
|
|
|
|
|
|
|
|
|
|




