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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.
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Example - Coludaiion of EPS
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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.
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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.
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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

When noming e mentbmed @ e quatin G0 & < <

. hais | Hen | o . 1 4 shopoo sy,
;:3"""’ .r oo me  party patd ; 60000 % ship xialig x ’
sharea @ mdmu&’m&on:ﬂhexmd -

poidup omouut o2 compared {0 puda
up - fuly

Bosed n me above [nﬂ(apm'd.sham it be
concidered o1 @ hachon of hu”pufdshm-

ER : MIb000 - ‘I'SDISW
sTS00



Quetibn < -

Basle EPS = NPAESH 8EDO00

WANES 000000 X 2 12
! 12

« AQIS

v/
Dited Eps -  BSocotinterttt (I-toxyate) = Intereat when pofd provider tox
000000 #12 + 1000000 x % beneht (redmhon fn fox) - Henee,

W i e same & nol poid R wil
=  8CDO0 + 600000 (1-0:30)  leod to inuemte in fo -

ADOODOO + 1000000 % K. Thexd‘oa -H'm nd amount of
12 erementad
=  BSEDO00 +420000 'knt is added bout
27S0000
= 8ab

Bronuol \nluu{ = 10000000 % 8/ £ $000CO —— 1AM

600000 —> .@)
S { S —
- BSDO00
} Inferegt = £00 00D
Adj NP = £QI0000. T —
Bk 30 - 4 850000 600000
X30/- %30/
] 180000
420000
|';1° lo:lﬂ ﬁ
Pebemt Debenturet
fssue (00000

anume



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
2000000

= Aagis
Olutled EPS =  8SDOOOD + PO (T00000) = fef Div when poudl dpet

2000000 + 1000D00% 3. not . provide auy fox bendi
Huxe when & wit! vot be

= 3083 paid A wilt not lead to
addfifona) fox
,entive amt of PO
' s added bade-
a‘b.,gy,.
fssued
’ Frofytt
Equtiy - Gress 1000
!su:!d NPRT -an indied efp 0
axsume - Tox - Inverest 00— Tox M
NPHT NPT ! q00
- P - T o (30S) (210
NPAELH NPAT 630
-~ PD = Noax benelft
F————— 3
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
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Questibn Q2-  Caledalion of  Inwementod Earm'nq /shave
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. 3.0
Debewturet howe outed the EPS
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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
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{®'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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