
Eps=Net Profit attributible to Equity sn -> Basic

Weighted Average Number of ES

① Net Profit attributible to ESH = Profit Before Tax
- (Current Tax 2 DeferredTax) Tax Expense

Profit after Tax

&
- Preference Dividend

V Y NPAESH

Cumulative P.S. Non-lumulative P.S.

↓ ↓

Preference Dividend will Preference Dividend will

be decucted even if be decuted only if
it is not provided by it is provided by
the company. the company.

② Weighted Average Number of EquityShares :

Equity share :

Issued-kat
ato the

buyback- year end
=

Example : - Equity shares balance on 14. 20 = 10000 sh.
&

Fresh shares issued on 110.20 = 5000 sh

Shares bought back on 1 : 121-2500sh.

calculate the weighted average number of Equity Shares (WANES) on 31.3.21.

Solution :
· Number of Equity shares = 10,000 + 5000 - 2500 = 1500sh.

WANES = 10000X1 + 5000X-2500X
12 12

= 10000 + 2500 - 625

= 11
.

875 Equity shares.

Why is there a need to calculate the weighted average number of Equity shares

The numerator i.e . net profit AESH represents the profit over a period say
for examplemonths.

Whereas
,

the denominator i.e . "No of ES"represents a particular date. As a

result the numerator and denominator are not comparable. To make them

comparable we will have to calculate WANES which represents a period
rather than a particular day.



Alternative method to calculate WANES :
- Gotcha

-

-Balance

(Total method : -this is not an official name) ↑Gota-wha"
-
-

I D & A

104028 1010 .20 10102/ 31:3 .21

10000 ES 5000 ES 2500 ES

bal Gul Issue Buyback

=> 10000X2 + 15000 X 23 + 12500X3
12 12 12

= 5000 + 375 + 3125

= 11875
&

NPAESH : · ICAISM PRESENTATION

Calculation of Period for WANES

-

= - -BankwarilySh

kabse include
-

↓
me

-

-> Te date
B- L- interest Lagna

- - jis din band hojaega.

emplete



Equity shares with different Nominal value

Calculation of Basic EPS

FX = 10 (A : FV = 50 ) FV = S] EV = 10 FY = 50

No . = 5000 No . = 10000 No . = 5000 No = 10000

Total NV =000
~ -

Assume all shares of fy 10each

Assume :
⑭ ⑪

Total F1 = 500000=
= 11000 ES

000
= 5000 E-

7 -

No : 53,000Sh

EPS=AEM==I s (f= 10)
(FV =50)
= EPS = 2000000 = 36 .56

(FV=10) 500
S

= EPS = 36. 3645 : 181 : 81

(EV=50)

* = Equivalent Number of shares

More than I class of Equity shares

Example :- Net Profit= 500.000

Class A class B

1 : Dividend Rights I 1 - 5

2. Proportionate NP 200,000 300000

E 500000 X /.5) (= 500,000 x1.sta.5)
3 . Weig. A - No· of ES 5000 5000

4 . EPS 40 68

Equity share issued During Amalgamation
Bro.

-

A B#
Purchasing/Takeovera

Profits inc- Profits
·

Amalgamation Takeover
↓
- - ↓

Merger (s-14) Purchase Merger
Esconditions)
-

-



↓
Consideration

↓

Equity shares issued
↓ ↓

Merger Purchase
WANES

Period= Beginning of Period= from the date of

financial Year acquisition of the

other company.

NBAESH

= Profits ofA 10. before amalgamation = Profits of Alo
. before amalgamation

t

Profits of Alo- after amalgamation Profits of Alo- after amalgamation
t

Profits of Bl. before amalgamation
Ihas /2 31-3 .22

All

Amalgamation
Alte - I

-

BHd X

And. purchased/tookover Bid-

A L

R - Profits
Iv



Example :- Calculation of EPS

(31-3.22)
-

Amalgamation in the nature ofPurchase (13c0. -Net Profits - not included
WA-ES issued - period->

= NPAESH from the DOA (
WANES

= 500000 + 800.000

10000X1+ 5000 X &
12 12

= 1300000
-

10000 + 2500

E 104

Amalgamation in the nature of merger (Blo . - Net Profit - included
WA + Esissued - period+

= NPAESH from the beginning of Fy)
WANES

=> 500,000 + 800000 + 400000
- -

10000X12+ 5000XI
12 12

= 113. 33

EPS = NPAESH = 1000000

WANES so +

5000X0Xi12

= 125

fraction of

Fully paid Es .

Fraction : Dividend rights as compared
to fully paid ES



· -100000 6) NP = 20
,

00
,
000

-

Right shares issued = 20000

· RightIssue Price = 120
Date of Right Issue : 3016/20 (fY : 20-21)

Calculate EDS

① fair value persh . after R1 = (100000 x 150) + (20
,

000X 120)
120000

11

= 145

② Bonus (free) Element in R1 (shares issued for free)

Total amount raised from R1 = 20000 X120 = 2400000
·

kij
Y

= 16552 Es issued
Actual shares issued = 20000

-

shares Issued for free= 3448 ES

/Bonus shares) -
-

③ EPS = NPAESH = 2000000

WAMES 100000X1 + 16552x9 + 3448X]
12 12 12

= 2000000

100000 12416 + 3448

= 2000000
--

115802

I 17026



--

- -

25
I 250000

= = 100000
-

& ↑

-

A O
- >

-

-

>
-

#V = 250000

X12t100000 XA

-

= 100.85

Bonus Element = &80000
= 97174Sh·

Bonus:000s

EDS = 7500000

250000X1 + 971THX1 + 2826X
12 12 12

I 7500000

250000 + 72880 + 2826
·

I 7500000
-

325706

I 23 .02



Question 7: Basic EPS for 16-17 = NPAESH = 2200000
1

WANES 1000000
-

= G-2

Basic EPS For 17-18 : NDAESH = 3000000

WANES
,

1000000X12 + 162180x + 31820x1

12

= 3000000 =
2- 62

1000060 + 108120 + 37820

1) calculation of fair value/share after RightIssue

= (1000000 x32) + 1200000X25)
1200000

= 30 .83.

2Calculation of Bonus Shares Issued

a) Total amount raised through Right Issue : 200000x25 = 50,00, 000
-

b) Fair value /sh. after right issue -30 .83

c) No . of shares to be issued = 162180 ES .

d) No . of shares actually issued = 200000 ErS

e) Bonus shares issued = 37820 E . S.

Calculation of Restated basic EPS fity . 16-17

16-17 = 2200000

1000000X + 31820X
12

= 2012

mium
I E earl

9043 invest



-

EPS for 2021 = 1100000

500000
-

- 202

EPS for 2012

: + T500X0 + COO
-

12 12 12
--

RI BI
= 2053

1) Calculation of fairValue after Right issue :-

= (500000X21) + (100000X 15)
600000
-

= 28

2) Bonus SharesIssued :

9) Total amount raised : - 100000 X 15 = 1500000
- -

b) fair value after R = 20

c) Number of shares to be issued I 75000

d) Actual shares issued = 100
,

000
-

-

e) Bonus shares issued = 25000
·

Restated EPS for 2021

EPS = 1100000

500000+ 25000

= 2.10 (2.095)



Question 11 : - ICASM

600000 XST10 X 12/12 = 300,000

t

O-
100x
= =

540000 x Stox1112
= 157500

-- #57500
-

600, 000
-

-st10
(T) #9)

-When nothing is mentioned in the question -5,
40000 x 50x12112 + 540,000 XSto*%- -

regarding dividends
,

then assume partly paid -60000 X5t10 X 12/12 X

shares are entitled to dividends only to extent of

paidup amount as compared to fully paid
↓

Based on the above partly paid shares will be

considered as a fraction of fully paid shares.

EPS =

2960000 =sh

457500



Question 8:

Basic EPS=ESH - 8530000
-

WANES 2000000X
- 12

- 4 .275

-

Dinted EPS = 3550000 + Interest (1-taxuate) - Interest when paid provides tax
-

2000000 x12 + 1000000X benefit (reduction in tax)· Hence,
-

12
-

if the same is not paid it will
= 8550000 + 600000 (1-0 .30) lead to increase in tax.

2000000 + 1000.
000 X & Therefore

, only the net amount of
-

12 interest after deducting incremental
= 8550000 + 420000 tax is added back.

·

2750000
-

= 3.26

Annual Interest = 10000000 X8%- 800,000- 1m
W 600,000-am

-

L
↓

⑭ 8530000

+ Interest = 600000

Adj NP -aTax 30 = 8530008 600000

:%.
420000
·

↑ I

lot e 23

Debent Debentures
Issue 100000

&



Example : - Convertible P. S-

Net Profit : 2550,000
-

No · OF ES = 2000000

7). Convertible P.S= 100000 shares (FV = 100)
Each preference share is convertible into 10 E. S.

calculate dinted EPS.

Solution : - Basic EPS :

300
= 4 .275

pilled EPS = 8500000 + PD(700
.
000) -> Pref Div when paid does

- -

2000000 + 1000000X1 notprovide any tax benefit
--

12 Hence when it will not be

= 3.083 paid it will not lead to

any
additional tax.

A Therefore
,
entire art of P.D.

is added back.

Prefha
↓

NPBT - all indirect exp
Equityha Gross Profit

100benefitassume -

IAT ·

Interesto-Est NPAT ⑳-
-

- PP -> No tax benefit
-
-

Basic EPS = 1200000 : 20%
500000
-



Diluted EPS :tions % 9) Total amount to be raised : 100000 X 15- 1500000

b) Fair value Ish = 20

c) Number of shares to be issued = 75000

d) Actual shares issued = 100000
-

e) shares issued for no considered = 25000
&

Dimited EPS = 100,000 + o

500000X + 25000Y
12

= 2-29

20

⑮
31) ↓Ifreemenaward

⑭ portion

Next Test
-

November :

As-17
,

18
.
20 financial statements

↑
z = - -

-



Question 9 : -calculation of Incremental Earning/share
1· Options : · a) Total amount to be raised : · 100000 X60 = 6000,000

& &

b) Fair value/option I 75

2) Noof shares to be issued = 80000

d) No- of shares actually
issued = 100

,

000
-

e) Excess shares issued = 20000
Y

Incremental Earnings = O = O

20000
-

2. Preference shares :

Incremental Earnings = (800000 X 8) + 640000
-

1600000

I 40% D = 100 -> 841

CDT

=a110

3. Debentures :

Incremental Earnings = 12000000 X 0.70

4000000
-

= Gol

Rankings on the basis of maximum dilution

1 · Option - Rank
2. Debentures- Rank &

3. Preference Sh . - Rank 3

Calculation of Diluted EPS

considering options

= 10000000 + 8

2000000x + 20000
12

=2095

Options have divited the EPS.

Considering Debentures

= 10000000 + 0

2000
.000x + 20000 X000

12



= 3. 05

Debentures havedinted the EPS

considering Preference shares

= 10000000 + 0 + 8400000 + 7040000

2000.X( + 20000 + 4000000 + 1600000
-

12 12
·

12

= 25440000
--

7620000
-

= 3.34

Preference shares are anti divuctive.

Hence
,

the divited EPS = 3.056



=

-

Basic EPS - (0000 = (10

Diluted EPS

Whether potential Equity shares are dirted or not

considering only continuing operations => Whiletesting
consider only

Basic EPS = 2000 = 240 continuing operations.
1000 The EPS has

Directed EPS:00000
= 200

3 decreased.

The potential equity shares are directive

Presentation of Diluted EPS While presentation
consider continuing

= 240000 - 360000 and discontinuing
·

1000+200 operations both.

= (100)



PlatedEPS

Options -> Divein nature
-

·
Debentures -> Dilutein nature

-

=~0.000 + 0 + 84
,

00.000

2000000+20
,

000+ 4000000

- ⑳
Preference sharesD...=

1000840T4O
i 25440000

7620000
-

: ⑬
increase.

Preference shares are anti dinctive.

Dicted EPS = 3.05
-


