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AS – 20 EARNING PER SHARE

Objective of AS – 20 –
· To prescribe principal for the determination and presentation of EPS.
· To facilitate comparison of performance –
(a) Among different enterprises for the same period
(b) Among different accounting periods for the same enterprise.

Applicability of AS – 20


 (
Consolidated financial statement
) (
Unlisted companies
) (
Listed companies (i.e equity shares or potential equity shares are listed)
)






 (
Disclosure under part IV of schedule VI is not applicable
) (
Disclosure under part IV of schedule VI is applicable
)






 (
Company does not disclose EPS at all
) (
Company discloses EPS voluntarily
)


 (
AS – 20 is applicable
)

 (
AS – 20 is not applicable
)

 (
AS – 20 is applicable (based on consolidated information)
)




  IMPORTANT DEFINITIONS – 
(1) Preference shares – A preference share is a share carrying preferential rights to dividends and repayment of capital.

(2) Equity share – An equity share is a share other than a preference share. Equity shares participate in the net profit for the period only after preference shareholders are paid dividends. An enterprise may have more than one class of equity shares of the same class have the same right to receive dividends.

(3) Share warrants – Share warrants or options are financial instruments that give the holder the right to acquire equity shares.
(4) Potential equity share – A potential equity share is a financial instrument or other contract that entitles or may entitle its holder to equity shares. Some examples are –
(a) Debt instruments or preference shares those are convertible into equity shares.
(b) Share warrants
(c) Employees stock option plans
(d) Shares which would be issued upon the satisfaction or certain conditions resulting from contractual arrangement.
· Shares issued for acquisition of business
· Shares issued for acquisition of assets
· Shares issuable under a loan contract upon default of payment of principal or interest, if contract so provides.
· Share application money for pending allotment.

TYPES OF EARNING PER SHARE –

(1) Basic Earning Per Share
	BEPS

	Earnings available to equity share holders

	
	weighted average number of equity shares outstanding during the period



Calculation of earnings available to equity share holders:
Net profit/ loss for the period attributable to equity share holders is calculated after giving effect of the following items:
· Depreciation, Interest
· Profit/ Loss of all type of trade or non trade activities
· Tax expenses (Current tax + Deferred tax)
· Extraordinary items (if permitted by AS - 5)
· Prior period items (if permitted by AS – 5)
· Current year cumulative preference share dividend, whether declared or not
· Non – cumulative preference share dividend, if declared
· Corporate dividend tax
· Dividend in respect of previous periods will not be deducted from net profit for the period.

Calculation of weighted average number of equity shares outstanding during the period – Weighted average number of shares means average according to time.
	List of shares issued, which are to be adjusted
	Weight to be considered from

	Equity shares issued in exchange of cash
	Date of cash receivable (for exam – cash received)

	Equity shares against conversion of debt instrument
	Date of conversion 

	Equity shares against interest or principal of any financial instrument
	Date when interest ceases to accrue

	Equity shares issued in exchange for the settlement of a liability of the enterprise
	Date on which settlement becomes effective

	Equity shares issued in consideration of acquisition of assets other than cash
	Date on which acquisition is recognised

	Equity shares issued against services rendered
	When service is rendered

	Right issue
· Bonus in right
· Paid in right
	
From the beginning of the reporting period
From the date of exercise of right

	Equity shares issued as consideration in amalgamation by way of:
· Merger
· Purchase 
	

From the beginning of the reporting period
Date of acquisition

	Bonus shares
	From the beginning of the reporting period






Different situations regarding calculation of weighted average number of shares:
Case: 1 Equity shares having equal nominal value and fully paid up

Example 1: Calculate weighted average number of equity shares for the year 2007 – 08 from the following information:
1.4.07		Opening balance		20,000 shares @ Rs. 10 each, fully paid up
31.5.07		Fresh issue of shares	10,000 shares @ Rs. 10 each, fully paid up
30.11.07	Buy back of shares	2,000 shares
1.1.08		Fresh issue of shares	5,000 shares @ Rs. 10 each, fully paid up
1.3.08		Shares forfeited		500 shares

Case: 2 Equity shares having same nominal value but different paid up value – In this situation we have to calculate weighted average of equivalent number of equity shares.

Example 2: Calculate weighted average number of equity shares for the year 2007 – 08 from the following information:
1.4.07		Opening balance		20,000 shares @ Rs. 10 each, fully paid up
31.5.07		Fresh issue		10,000 shares @ Rs. 10 each, Rs. 7 paid up
30.11.07	Buy back 		2,000 shares
1.1.08		Fresh issue		5,000 shares @ Rs. 10 each, Rs. 5 paid up

Case: 3 Equity shares having different nominal value and fully paid up – 
Step: 1 Calculate weighted average equivalent number of equity shares (i.e. convert all shares in equal denomination)

Step: 2 Calculate basic earnings per share for that denomination.

Step: 3 Calculate basic earnings per share for all categories of shares.
	BEPS =
	BEPS calculated as per Step 2
	X Paid up value of each class of share

	
	calculated denomination
	



Example 3: Calculate weighted average number of equity shares for the year 2007 – 08 from the following information:
1.4.07		Opening balance		50,000 shares @ Rs. 25 each, fully paid up
1.7.07		Fresh issue		30,000 shares @ Rs. 10 each, fully paid up
1.9.07		Fresh issue		20,000 shares @ Rs. 5 each, fully paid up

Case: 4 Equity shares having different nominal value and different paid up value – 
Step: 1 Calculate weighted average share capital (in rupee terms)

Step: 2 Calculate earnings per rupee of capital.

Step: 3 Calculate earnings per share for each class of share.
BEPS = Earnings per rupee * Paid up value per share

Calculation of earnings attributable to equity share holders:
	Profit before interest and tax
	xxx

	Less: Interest on debentures
	xxx

	Less / Add: extraordinary items of permitted by AS – 5 
	xxx

	Less/ Add: prior period items if permitted by AS – 5
	xxx

	Less: Tax (current + deferred tax)
	xxx

	Profit after tax
	xxx

	Less: Preference dividend:
	xxx

	Cumulative preference dividend (always deducted whether declared or not)
	xxx

	Non – cumulative preference dividend (deducted if declared by the company)
	xxx

	Less: Corporate dividend tax
	xxx

	Earnings attributable to equity share holders
	xxx



Treatment of partly paid up shares


 (
Treatment of shares having different nominal value and paid up value –
Step: 1 Calculate weighted average number of shares in Re. terms
Step: 2 Calculate BEPS per Re.
Step: 3 Calculate BEPS for each class of shares
BEPS = BEPS per Re. X paid up value per share
) (
If the shares are having same nominal value but different paid up value, then to calculate weighted average number of equity shares, equivalent number of equity shares should be calculated. After calculating equivalent number of equity shares BEPS will be calculated as usual.
)








	Q.1 Calculate weighted average number of equity shares for calculation of basic EPS, from the following information:
Accounting year – 1st January, 2008 to 31st December, 2008
Equity shares outstanding on 1st January, 2008 – 1,800 shares fully paid up
New equity share issued foe cash on 31st May, 2008 – 600 shares fully paid up
Buy – back of shares on 1st November, 2008 – 300 shares.

Q.2 Yati Ltd. follows the calendar year for reporting purposes. During a year, it issued Rs. 80 lakhs equity capital at par on 15th September. It had also bought back Rs. 20 lakhs equity capital (at par) on 1st December. The equity capital was Rs. 150 lakhs at the end of the year. Calculate the weighted average number of equity shares outstanding during the period, if the price of each share is Rs. 100. Also calculate BEPS if the net profit attributable to equity shareholders is Rs. 100. Also calculate BEPS if the net profit attributable to equity shareholders is Rs. 10 lakhs.

Q.3 Compute BEPS for financial year ending 31st March from the following data:

	1st April
	Equity shares outstanding – Face value Rs. 100 each fully paid
	10,000

	1st June
	Issue of shares – Face value Rs. 100, paid up amount Rs. 70
	10,000

	1st July
	Buy – back of shares (fully paid)
	4,000

	1st Nov.
	Issue of shares – Face value Rs. 100 each fully paid
	6,000

	
	Net profit before tax for the year (Tax rate = 35 %)
	Rs. 12 lakhs

	
	Preference dividend (Dividend distribution tax = 12. 5 %)
	Rs.  5 lakhs

	
Q.4 Calculate weighted average number of shares for calculation of basic EPS, from the following information:
Accounting year – 1st January, 2007 to 31st December, 2007
Equity shares @ Rs. 10 each outstanding on 1st January 2007 – 1800 shares fully paid up. New equity shares @ Rs. 10 each issued for cash on 31st October, 2007 – 600 shares Rs. 5 paid up.

Q.5 Profit after tax for the year 2008 – 09  – Rs. 10,00,000
6 % cumulative preference shares – Rs. 5,00,000
8 % non – cumulative preference shares – Rs. 8,00,000
10 % corporate dividend tax
Share capital on 1.4.2008 – 10,000 shares @ Rs. 10 each
Public issue on 1.7.2008 – 6,000 shares of Rs. 10 each issued at Rs. 12 each.
Calculate Basic Earnings per share.  

Q.6 Calculate BEPS from the following informations:
 Earnings – Rs. 7,00,000
1.4.2008 – opening balance – 20,000 shares @ Rs. 10  - Rs. 2,00,000
1.8.2008 – Public issue – 3,000 shares @ Rs. 10 each – Rs. 30,000
1.11.2008 – Buyback – 500 shares @ Rs. 10 each – Rs. 5,000

Q.7 During the year ended March 31, 2008 Dishita Ltd. makes a public issue of 1,00,000 shares of Rs. 10 each. The issue was fully subscribed and the calls were made as –
· Rs. 5 on application and allotment made on July 1, 2007
· Rs. 2 on first call made on September 30, 2007
· Rs. 3 on second and final call made on January 1, 2008
Partly paid shares are entitled to participate in the dividend to the extent of amount paid. The company had 5,00,000 shares outstanding at the year end, apart from the public issue of shares made above. There were no other additions to or reduction from share capital. Calculate the weighted average number of shares for computation of BEPS.

Q.8 Earnings – Rs. 7,00,000
1.4.08 – Opening balance – 10,000 shares @ Rs. 10 each, Rs. 6 paid up
1.4.08 – Opening balance – 15,000 shares @ Rs. 20 each, Rs. 7 paid up
1.6.08 – Public issue – 20,000 shares @ Rs. 10 each, Rs. 8 paid up
1.10.08 – Received call from 15,000 shares @ Rs. 20 each – Rs. 5 per share as call
Calculate BEPS, assuming partly paid shares are entitled to dividend.  



Treatment of bonus issue – Whenever shares are issued without consideration such shares are called bonus shares.
[Bonus is always fully paid up and cannot be issued at discount or premium]
Since bonus is without considerations hence date of issue of bonus shares are irrelevant.
Note – Whenever, there is bonus issue previous year BEPS will be restated by including bonus shares in its denominator.
Note – Above treatment of bonus is also applicable for share split or consolidation.
	Q.9 Net profit for the year 2000 Rs. 18,00,000
Net profit for the year 2001 Rs. 60,00,000
No. of equity shares outstanding until 30th September 2001 – 20,00,000
Bonus issue 1st October 2001 – 2 equity shares for each equity share outstanding at 30th September, 2001.
Calculate BEPS from the above information.

Q.10 Earnings of the company – Rs. 6,00,000
1.4.08 – Opening balance – 20,000 shares @ Rs. 10 each – Rs. 2,00,000
1.10.08 – Bonus issue – 10,000 shares @ Rs. 10 each.
Calculate BEPS.

Q.11 Earnings for the year 2007 – 08 – Rs. 8,00,000
Earnings for the year 2008 – 09 – Rs. 9,00,000
1.4.07 – Opening balance – 20,000 shares
1.5.07 – Public issue – 10,000 shares
1.6.08 – Public issue – 15,000 shares
1.10.08 – Bonus issue – 7,000 shares
Calculate BEPS for 07 – 08; 08 – 09 and restated BEPS for 2007 – 08. 



Treatment of right shares – If a company issues right shares, the right issue is generally made at a price lower than fair value of share. Therefore, a right issue usually includes a bonus element. When there is a bonus element in right issue, BEPS (Basic earnings per share) will be restated for earliest period reported. Thus, we can say that right issue includes –


 (
Right issue
) 


 (
Bonus part
)
 (
   
Paid part 
)



Calculation of basic earnings per share in case of right issue – Following steps are to be considered for calculating EPS –
Step: 1Calculate Fair value ex – right for paid part
	(No. of shares before right issue X Price before right) + (No. of right shares X Right price)

	No. of shares before right issue + Right shares



Step:2 Calculate paid part in right issue 
	
Paid part
	Right shares X Right price

	
	Fair value ex – right



Step: 3 Calculate bonus part in right issue
Bonus part = Right issue – Paid part

Step: 4 Calculate basic earnings per share by considering
· Bonus part from the beginning 
· Paid part from the date of issue

Step: 5 Restated the BEPS for the earlier period by considering bonus issue
	BEPS
	Earnings of the earlier period

	
	Shares issued in earlier period + Bonus issue of current year



	Q.12 X Co. Ltd. supplied the following information. You are required to compute the Basic EPS for the year 2002, year 2003 and restated EPS for the year 2002.
Net profit for the accounting year 2002 and 2003 – Rs. 20,00,000 and Rs. 30,00,000 respectively.
No. of shares outstanding prior to right issue = 10,00,000 shares
Right issue = One new share for each four shares outstanding i.e 2,50,000.
Right issue price – Rs. 20; Last date for exercise of right is 31.3.2003
Fair rate of one equity share immediately prior to exercise of right on 31.3.2003 = Rs. 25.
 	        [Nov. 2004 (F)]
Q.13 On 1.1.2001 Yati Ltd. had 5,00,000 shares outstanding. On 1.3.2001, it issued one new share for each five shares outstanding at Rs. 15. Fair value of one equity share immediately before right issue was Rs. 21. Net profit for the year 2000 was Rs. 11,00,000 and for 2001 Rs. 15,00,000. Calculate the basic EPS for 2001 and restated EPS for 2000.

Q.14 Earning of the Yati Ltd. for 2007 – 08 Rs. (6,00,000)
Earnings for the year 2008 – 09 – Rs. 10,00,000
1.4.07 – Opening balance – 10,000 shares
1.11.07 – Public issue – 15,000 shares
1.6.08 – Bonus shares – 3,000 shares
1.9.08 – Right issue – 10,000 shares at Rs. 30 each
Fair value per equity share – Rs. 40
Calculate BEPS for 2007 – 08; 2008 – 09 and restated EPS for 2007 – 08

Q.15 Following information are given from Dishita Ltd.
Earnings 2007 – 08 – Rs. 10,00,000
Earnings 2008 – 09 – Rs. 15,00,000
1.4.07 – Opening balance – 8,000 shares
1.10.07 – Public issue – 10,000 shares
1.1.2008 – Public issue – 6,000 shares
1.6.2008 – Bonus shares – 12,000 shares
1.9.08 – Right issue – 18,000 shares @ Rs. 20 each
Fair value per equity share – Rs. 30 per share.
Calculate BEPS for 2007 – 08; 2008 – 09 and restated EPS for 2007 – 08.   



 EPS in case of amalgamation of companies – 
Case A: Amalgamation in the nature of purchase:
Step: 1 Calculate earnings as usual
Step: 2 Calculate weighted average number of shares and includes shares issued as purchase consideration on time proportion basis 

Case B: Amalgamation in the nature of merger:
Step: 1 Calculate earnings of new entity and merged entity
	
	

	Profit after tax of new entity
Add: Profit after tax of old entity for current year (beginning of year to merger date)
	xxx
xxx

	Total
	xxx



Step: 2 Calculate weighted average number of equity shares
	
	

	Weighted average number of new entity’s shares
Add: Shares issued under purchase consideration to old entity’s share holders (without time proportion)
	xxx
xxx

	Total
	xxx



Diluted earnings per share – Diluted EPS means Basic EPS computed after considering effects of potential equity shares. Potential equity shares are those instruments which entitles its holders, equity shares on a specified date. Potential equity shares have following features:
(i) Resources / benefits have been received.
(ii) Such resources / benefits have been invested in business.
(iii) Equity shares are to be issued on a specified future date.
Example – 
(a) Partly paid equity shares not entitled for dividend
(b) Convertible preference shares
(c) Convertible debentures
(d) Share warrants 
(e) Employees stock option
Calculation of Diluted EPS –
	
DEPS
	Net profit attributable to equity share holders (after adjustment for diluted earnings)

	
	Weighted average number of equity shares outstanding during the period after conversion of potential equity shares



Calculation of net profit attributable to equity share holders –
	Net profit attributable to equity share holders as calculated in case of basic earning per share
	xxx

	Add: Amount of dividend recognised in respect of dilutive potential equity shares including dividend distribution tax (e.g. convertible preference shares)
	xxx

	Add/ Less: any other change in expenses or income after giving effect of tax on such changes like managerial remuneration, employees profit sharing etc.
	xxx


	Add: Amount of interest in respect of dilutive potential equity share (convertible debentures or loans)
	xxx


	Less: Tax expenses on interest
	xxx

	Net profit attributable to equity share holders after adjustments
	xxx



Calculation of weighted average number of equity shares –
· Weighted average number of equity shares (as calculated in case of BEPS) is increased by the weighted average number of additional shares which would have been outstanding assuming the conversion of all dilutive potential equity shares.
· Dilutive potential equity shares should be deemed to have been converted into equity shares at the beginning of the period but if they are issued on a later date after the beginning of the period, then such later date is considered.

Calculation of DEPS in case of Options / Warrants –
·  Options, warrants and other share purchase arrangements are dilutive when they would result in the issue of equity shares for less than fair value.
· Amount of dilution is the difference of the fair value and the issue price.
·  Number of dilutive potential equity shares in options or warrants are calculated as below:
	No. of shares issued under option or warrants X (Fair value – exercise price)

	Fair value of shares


·  These dilutive potential equity shares are added in the weighted number of equity shares.

Calculation of dilutive EPS when there are more than one type of potential equity shares in the capital structure of the company in the period reported
·  Potential equity shares are dilutive, if their conversion into equity shares reduces the earning per share.
· If their conversion does not decrease the earning per share, or it increases the earning per share, then the potential equity shares are considered as anti dilutive.
· The effects of anti – dilutive potential equity share are ignored in calculating dilutive earnings.
· In considering when potential equity share dilutive or anti – dilutive, each issue or series of potential equity shares is considered separately rather than in aggregate.
· Potential equity share should be ranked in order to their dilutive effect. In other words, the sequence in which potential equity shares are considered is from most dilutive to the least dilutive.
· For the purpose of determining the sequence from most dilutive to least dilutive potential equity shares, the EPS per incremental potential equity share is calculated as below:
	Incremental earnings due to conversion of potential equity shares

	No. of potential equity shares



·  After determining the order of potential equity shares with respect to their dilutive effect, dilutive earning per share is calculated at each step by aggregating the incremental earning and incremental weighted number of equity shares with of the previous step beginning with the net profit or weighted average number of equity share reported in case of basic EPS.
	Q.16 Profit before tax – Rs. 6,00,000
Equity share capital – 10,000 shares
14 % preference share capital Rs. 2,00,000 convertible into 500 equity shares
9 % convertible debentures Rs. 1,00,000 (convertible into 10,000 equity shares)
Share warrants 1,000
Rate of tax – 30 %; CDT – 10 %.
Calculate BEPS and DEPS.

Q.17 Profit before tax – Rs. 5,00,000
Equity shares (on 1.4.2008) – 10,000 shares
On 1.5.2008 company issued 12 % convertible preference shares of Rs. 1,00,000. Convertible into 200 equity shares on 1.4.2010.
On 1.6.08 company issued 10 % convertible into 5,000 equity shares on 1.2.09.
Share warrant No. 1,000 were converted during the year on 1.12.08 (issued on 1.4.06)
Employees stock option: exercise price Rs. 20 ; Fair value Rs. 50; No. of options – 2,000
Tax rate – 30 %; CDT – 10 %. 
Calculate BEPS and DEPS.

Q.18 Yati Ltd. had outstanding equity shares of 20,00,000 on 1.1.2001. Average fair value per equity share during 2001 was Rs. 75. Potential equity shares in capital structure of Yati Ltd. were as under: (i) Options – 1,00,000 shares with exercise price of Rs. 60 (ii) 8 % convertible preference share of 8,00,000 shares to be converted into 2 equity shares. Corporate dividend tax 10 % (iii) 12 % convertible debentures of Rs. 100 each, nominal value Rs. 10 crores convertible into 4 equity shares. Tax rate is 30 %. Net profit attributable to equity shareholder is Rs. 1,00,00,000.

	
Differential dividend right [section 86]: There can be two types of dividend rights
(a) Absolute dividend right
(b) Multiple dividend right

(a) Absolute dividend right:
Step: 1 Calculate earnings attributable for equity share holders
Step: 2 Deduct additional dividend entitlements for eligible class from above earnings.
Step: 3 Distribute balance earnings among all equity share holders.
Step: 4 Calculate additional earnings per share for eligible class 
Step: 5 BEPS = BEPS in step 3 + additional EPS in step 4

(b) Multiple dividend right:
Step: 1 Calculate earnings attributable to  equity share holders
Step: 2 Calculate ratio of distribution among classes
Ratio = No. of shares in that class * paid up value in that class * proportion of profit for that class
Step: 3 Distribute earnings among each class.
Step: 4 Calculate EPS for each class separately.   




QUESTION ABNK
Q.19 Given below is the capital structure of S Ltd. as on 31st March, 2004
	
	Rs. in thousand

	Equity share capital (shares of Rs. 10 each)
	40,000

	Securities premium
	30,000

	General reserve 
	40,000

	Revaluation reserve 
	40,000

	14 % fully convertible debentures
	40,000


14 % convertible debentures are of Rs. 100 each and as per agreement those debentures will be converted into 5 equity shares (for each debenture). The company earned profit after tax amounting (‘000) Rs. 20,000 during 2003 – 04. You are required to calculate EPS of the company as well as the fully diluted EPS. Tax rate is 40 %.											[RTP – F, May, 05]

Q.20 Compute EPS from the given information relating to equity shares of A Ltd. and B Ltd. Two companies amalgamated w.e.f. 1.10.03. A Ltd. issued the required number of shares on the basis of the agreed valuation.
	
	A Ltd.
	B Ltd.

	No. of outstanding equity shares as on 1.4.2003 (No. in lakhs)
	500
	200

	Agreed value per share for acquisition (date of acquisition 1.10.03)
	120
	30

	Profit after tax (Rs. in lakhs)
	1,200
	350

	Of which profit after tax of B Ltd. during 1.10.03 to 31.3.04 (Rs. in lakhs)
	-
	200


											[RTP – F, May, 05]

Q.21 As an accountant for the year ended 31st March, 2005 how would you deal with the following:
As on 31st March, 2004 the equity share capital of Q Ltd. is 10 crores dividend into shares of Rs. 10 each. During the financial year 2004 – 05, it has issued bonus shares in the ratio of 1:1. The net profit after tax for the years 31st March, 2004 and 31st March, 2005 is Rs. 8.5 crores and 11.5 crores respectively. The EPS disclosed in the accounts for the two years is Rs. 8.5 and 5.75 respectively.

Q.22 Net profit for the current year				Rs. 1,00,00,000
No. of equity shares outstanding					50,00,000
Basic earnings per share						Rs. 2
No. of 12 % convertible debentures of Rs. 100 each		1,00,000
Each debenture is convertible into 10 equity shares
Interest expenses for the current year				Rs. 12,00,000
Tax relating to interest expenses (30 %)				Rs. 3,60,000
Compute diluted earnings per share.

Q.23 In April, 2004 a Limited company issued 1,20,000 equity shares of Rs. 100 each. Rs. 50 per share was called up on that date which was paid by all shareholders. The remaining Rs. 50 was called up on 1.9.2004. All shareholders paid the sum in September, 2004 except one shareholder having 24,000 shares. The net profit for the year ended 31.3.2005 is Rs. 2,64,000 after dividend on preference shares and dividend distribution tax of Rs. 64,000. Calculate basic earnings per share.							[Nov., 07 - Final]

Q.24 ABC Ltd. had reported a net profit of Rs. 80,00,000 for the year ended 31st March, 2008 on which date the company is having 25,00,000 equity shares of Rs. 10 each outstanding. The average fair value of one equity share during the year 2007 – 08 is Rs. 32. The details of exercisable option are given below:
Weighted average number of shares under stock option scheme during the year 2007 – 08 – 5,00,000. Exercise price for shares under stock option during the year ended 31.3.08 – Rs. 25.
You are required to calculate (a) Basic EPS and (b) Diluted EPS.			[Nov. 08 - Final]


Q.25 From the following information relating to X Ltd., calculate diluted earnings per share as per AS – 20:
Net profit for the current year						Rs. 2,00,00,000
Number of equity shares outstanding					40,00,000
Basic earnings per share							Rs. 5.00
Number of 11 % convertible debentures of Rs. 100 each			50,000
Each debenture is convertible into 8 equity shares
Interest expenses for the current year					Rs. 5,50,000
Tax saving relating to interest expenses (30 %)				Rs. 1,65,000	[May, 2010 - F]  

Q.26 A Ltd. had 6,00,000 equity shares on April 1, 2007. The company earned a profit of Rs. 15,00,000 during the year 2007 – 08. The average fair value per share during 2007 – 08 was Rs. 25. The company has given option to its employees of 1,00,000 equity shares at option price of Rs. 15. Calculate basic EPS and diluted EPS.
										[Nov. 2009 - F]

Q.27 Yati Ltd. had 12,00,000 equity shares of Rs. 10 each fully paid up outstanding prior to right issue. The details of right issue are as follows:
(a) One new share for every two shares held
(b) Right issue price – Rs. 18
(c) Last date to exercise rights is 31st December, 2009
(d) Fair value of each equity share prior to exercise of rights - Rs. 24
The details of net profit earned by the company as follows:
Year ended 31.3.2009					Rs. 40,00,000
Year ended 31.3.2010					Rs. 54,00,000
Calculate EPS to be reported under AS – 20.					[Nov. 2010 - F]

Q.28 Ram Ltd. had 12,00,000 equity shares on April 1, 2009. The company earned a profit of Rs. 30,00,000 during the year 2009 – 10. The average fair value per share during 2009 – 10 was Rs. 25. The company has given share option to its employees of 2,00,000 equity shares at option price of Rs. 15. Calculate basic EPS and diluted EPS.										[IPCC – Nov. 2010]

Q.29 Calculate the diluted EPS from the following information:
Net profit for the current year					Rs. 85,50,000
No. of equity shares outstanding					20,00,000
No. of 8 % convertible debentures of Rs. 100 each			1,00,000
Each debenture is convertible into 10 equity shares
Interest expenses for the current year				Rs. 6,00,000
Tax relating to interest expenses					30 %		[PCC – Nov. 2010]

Q.30 From the following information relating to Y Ltd. calculate earnings per share (EPS):
	
	Rs. in crores 

	Profit before VRS payments but after depreciation
	75

	Depreciation 
	10

	VRS payments
	32.10

	Provision for tax
	10

	Fringe benefit tax
	5

	Paid up share capital (shares of Rs. 10 each fully paid)
	93.00


										[PCC – Nov. 2007]
Q.31 Compute Basic Earnings per share from the following information:
	Date
	Particulars
	No. of shares

	1st April, 2008
	Balance at the beginning of the year
	1,500

	1st August, 2008
	Issue of shares for cash
	600

	31st March, 2009
	Buy back of shares
	500


Net profit for the year ended 31st March, 2009 was Rs. 2,75,000.			[IPCC – Nov. 09]

Q.32 G Ltd. has equity capital of Rs. 20,00,000 consisting of fully paid equity shares of Rs. 10 each. The net profit for the year 2009 – 10 was Rs. 30,00,000. It has also issued 18,000 10 % convertible debentures of Rs. 50 each. Each debenture is convertible into 5 equity shares. The tax rate applicable is 30 %. Compute the diluted earnings per share.								[PCC – May, 2010]

Q.33 In April, 2010, A Ltd. issued 18,00,000 equity shares of Rs. 10 each; Rs. 5 per share was called up on that date which was paid by all the shareholders. The remaining Rs. 5 was called up on 1.9.2010. All the shareholders (except one having 3,60,000 shares) paid the sum in September 2010. The net profit for the year ended 31.3.2011 is Rs. 33,00,000 after dividend on preference shares and dividend distribution tax of Rs. 6,60,000. Compute the basic EPS for the year ended 31st March, 2011 as per accounting standard 20.	[PCC – May, 2011]

Q.34 Compute the earnings per share from the following information:
	Income from continuing operations before extraordinary items and tax
	Rs. 13,00,000

	Tax rate 
	30 %

	Extraordinary loss (net of tax)
	Rs. 3,00,000

	6 % cumulative preference shares of Rs. 10 each. Number of shares 1,000
	Rs. 1,00,000

	Number of equity shares outstanding on 1.4.2001
	1,00,000

	Number of equity shares fully paid issued for cash on 1.8.2001 
	20,000

	Bonus shares issued in October 2001
	10,000

	Buy back of equity shares on 1.1.2002
	10,000


[Answer: Rs. 5.00]

Q.35 Calculate from the following information basic earnings per share:
	Profit 
	Rs.  50 lakhs

	10 % preference shares 
	Rs.100 lakhs

	Number of equity shares in the beginning of the year
	10 lakhs

	Bonus issue in the middle of the year
	5 lakhs


[Answer: Rs. 2.67]

Q.36 Calculate from the following information basic earnings per share for the year ended 31.3.2002:
· Profit 										Rs. 50 lakhs
· 10 % preference shares of Rs. 100 lakhs
· Number of equity shares in the beginning of the year				10 lakhs
· Equity shares issued on 1st January, 2002 of Rs. 10 paid up value at Rs. 5		6 lakhs
[Answer: Rs. 3.72]

Q.37 Yati Ltd. had 12,00,000 equity shares of Rs. 10 each fully paid up outstanding prior to right issue. The details of right issues are as follows:
(a) One new share for every two shares outstanding
(b) Right issue price – Rs. 18
(c) Last date to exercise rights to 31st December, 2003
(d) Fair value of each equity share prior to exercise of rights – Rs. 24 
The details of net profit earned by the company as follows:
Year ended 31.3.2003					Rs. 40,00,000
Year ended 31.3.2004					Rs. 54,00,000
 [Answer: EPS for 2003 – Rs. 3.33; EPS for 2004 – Rs. 3.77; adjusted EPS for 2003 – Rs. 3.05]

Q.38 Given below are details of equity share capital of AB Ltd.
	Particulars
	No.
	Amount

	Equity shares of Rs. 10 each fully paid up on 1.4.2002
	10,00,000
	99,00,000

	Calls in arrears on 1.4.2002
	
	1,00,000

	Calls in arrears received on 1.6.2002
	
	50,000

	New issue amount paid up on 1.10.2002 Rs. 7.5
	10,00,000
	75,00,000

	Calls in arrears received on 1.3.2003
	
	50,000


PBIT before extraordinary items for the year ended 31.3.2003		Rs. 2,62,00,000
Extraordinary items 							(Rs. 2,00,000)
Tax provision								Rs. 30,00,000
10 % preference share capital issued on 1.7.2002				Rs. 20,00,000
Dividend distribution tax: 10 %
Calculate BEPS.

Q.39 Given below is equity share capital structure of X Ltd.
	No. of outstanding shares of Rs. 10 each fully paid up
	2,00,00,000

	No. of outstanding shares of Rs. 25 each fully paid up
	1,00,00,000

	No. of outstanding shares of Rs. 5 each fully paid up
	6,00,00,000

	Profit after tax
	Rs. 15,00,00,000


Compute BEPS.

Q.40 Compute Basic EPS for the year ending 31.3.2003, from the following data:
	1.4.2002
	Equity shares outstanding, Face value Rs.  10 fully paid
	3,000

	1.6.2002
	Issue of shares, Face value Rs. 10, paid up amount Rs. 6
	3,000

	1.7.2002
	Buy – back of shares (fully paid)
	1,000

	1.11.2002
	Issue of shares, Face value Rs. 10 fully paid up
	1,500

	
	Net profit for the year
	Rs. 50 lakhs

	
	Preference dividend
	Rs. 10 lakhs



Q.41 Compute EPS of X Ltd. from the following information:
	Particulars
	Amount

	Income before interest, extraordinary items and accounting changes
	95,00,000

	Extraordinary items
	1,00,000

	Accounting changes
	20,00,000

	Net income 
	1,16,00,000


Equity shares of Rs. 10 each as on 1.1.2002					33,00,000
New issue on 1.3.2002								1,00,000
Convertible debentures: 10,000 12 % convertible debentures due in 20 years 
were issued for cash at Rs. 1,000 							 Rs. 1,00,00,000
Other informations:
(a) Each Rs. 1,000 debentures is convertible into 20 shares of common stock.
(b) Entire issue was converted on April 1, 2002.
(c) Convertible preference shares: 6,00,000 preference shares of Rs. 100 each convertible each into two equity shares.
(d) Dividend per preference share Rs. 12 P.a. payable on monthly basis i.e. Re. 1 per month.
(e) Holders of 5,00,000 shares converted their preference shares on June 1, 2002.
(f) Warrants to buy 5,00,000 equity at Rs. 45 per share for a period of five years were issued on January 1,2002. All outstanding warrants were exercised on September 1, 2002. 
(g) Tax rate is 40 %.

Q.42 A company issued 10 lakhs equity shares of Rs. 10 each – payment schedule was as shown below:
	Application money received
	12 – 22 January, 2002
	Rs. 40 lakhs

	Refund of excess application money 
	10th February, 2002
	Rs. 15 lakhs

	Adjustment of excess application money with allotment money to be received
	10th February, 2002
	Rs.5 lakhs

	Allotment money received (Total amount due Rs. 50 lakhs, after adjustment of Rs. 5 lakhs)
	10th March, 2002
	Rs. 25 lakhs

	First call
	12 – 22 April, 2002
	Rs. 28 lakhs

	Calls in arrears
	
	Rs. 2 lakhs

	Final call 
	12 – 22 July, 2002
	Rs. 18 lakhs

	Calls in arrears
	
	Rs. 2 lakhs


 The company follows calendar year as its financial year. Its net profit after tax is Rs. 4 lakhs for the year ended 31.12.2002. Compute Basic EPS.

Q.43 Compute basic EPS from the following information:
No. of outstanding shares
· Rs. 10 each fully paid up – Class A					2,00,00,000
· Rs. 25 each fully paid up – Class B					1,00,00,000
· Rs. 5 each fully paid up – Class C					6,00,00,000
Profit after tax								Rs. 15,00,00,000
Dividend %
Class A									Normal as dividend
Class B									1 % above normal
Class C									2 % above normal

Q.44 Given below are the details of equity shares of MN Ltd. during 2001 and 2002:
	Details
	No. of shares (in lakhs)
	Amount (in lakhs)

	Equity shares fully paid – up on 1.1.2001
	1,000
	10,000

	Right issue on 1.7.2002
	1,000
	2,000


 Closing market price on 30.6.2002: Rs. 35
Price of right: Rs. 20
Net profit after tax (Rs. in lakhs) for the year ended 31.12.2001: 2,200
Reported basic EPS for the year ended 31.12.2001: Rs. 2.20
Net profit after tax (Rs. in lakhs) for the year ended 31.12.2002: 2,400
Compute BEPS.

Q.45 Dishita Ltd. had outstanding equity shares 40,00,000 on 1st April – year 1. Net profit for that year was Rs. 80,00,000. This company had 12 % 1,00,000 convertible debentures outstanding of 100 each to be convertible into 10 equity shares. Tax rate is 30 %. Calculate (i) Basic EPS (ii) Diluted EPS.

Q.46 Given below the capital structure of PQR Ltd. for calendar year 2002.
	Particulars
	No. in lakhs
	Amount in lakhs

	Equity shares outstanding on 1.1.2002
	1,000
	10,000

	10 % convertibles; each to be converted into 8 equity shares
	200
	20,000

	Net profit after tax
	
	1,000

	Basic EPS
	1,000/1,000
	1


Convertibles are assumed to be fully converted at the beginning of the year that will reduce basic EPS. Assume that tax rate is 38.5 %. Compute diluted EPS.
Also compute diluted EPS if interest rate is 12 % and conversion into 6 equity shares.

Q.47 From the books of Bharati Ltd. the following information are available as on 1.4.2001 and 1.4.2002:
(1) Equity shares of Rs. 10 each outstanding					1,00,000
(2) Partly paid equity shares of Rs. 10 each, Rs. 5 paid				1,00,000
(3) Options outstanding at an exercise price of Rs. 60 for one equity share Rs. 10
each. Average fair value of equity share both years Rs. 75.				10,000
(4) 10 % convertible preference shares of 100 each. Conversion ratio 2 equity shares
for each preference share.							80,000
(5) 12 % convertible debentures of Rs. 100. Conversion ratio 4 equity shares for 
each debenture									10,000
(6) 10 % dividend tax is payable for the year ending 31.3.2003 and year ending 31.3.2004.
(7) On 1.10.2002 the partly paid shares were fully paid.
(8) On 1.1.2003 the company issued 1 bonus share for 8 shares held on that date.
Net profit attributable to the equity shareholders for the yeas ending 31.3.2003 and 31.3.2002 were Rs. 10,00,000. Calculate:
(i) Earnings per share for the years ending 31.3.2002 and 31.3.2003.
(ii) Diluted earnings per share for years ending 31.3.2003 and 31.3.2002
(iii) Adjusted earnings per share and diluted EPS for the year ending 31.3.2002, assuming the same information for previous, also assume that partly paid shares are eligible for proportionate dividend only. Assume tax rate of 30 %.										[CA – F, May 2003]

Q.48 P Ltd. is considering the acquisition of R Ltd. The financial data at the time of acquisition being:
								
	P Ltd.
	R Ltd.

	Net profit after tax (Rs. in lakhs)
	60
	12

	Number of shares (lakhs)
	12
	5

	Earnings per share (Rs.)
	5
	2.40

	Market price per share (Rs.)
	150
	48

	Price earning ratio
	30
	20


It is expected that the net profit after tax of the two companies would continue to be Rs. 72 lakhs even after the amalgamation. Explain the effect on EPS of the merged company under each of the following situations:
(i)  P Ltd. offers to pay Rs. 60 per share to the shareholders of R Ltd.
(ii) P Ltd. offers to pay Rs. 78 per share to the shareholders of R Ltd.
The amount in both cases is to be paid in the form of shares of P Ltd.		[CA – F, Nov. 2006]

Q.49 M Ltd. has equity capital of Rs. 40,00,000 consisting of fully paid equity shares of Rs.10 each. The net profit for the year 2004 – 05 was Rs. 60,00,000. It has also issued 36,000, 10 % convertible debentures of Rs. 50 each. Each debenture is convertible into five equity shares. The tax rate applicable is 30 %. Compute the diluted earnings per share.								[CA – F, Nov. 2006]

Q.50 Calculate the basic and diluted EPS
·  Income after tax Rs. 50,000
· Weighted average number of equity shares outstanding is 10,000 shares
· Tax rate 40 %
· Option to purchase 1,000 equity shares at Rs. 8 per share. The options were outstanding all year.
·  Option to purchase 2,000 equity shares at Rs. 1.30 per share. The average market price of equity share during the year was Rs. 10.
·  7 % convertible bonds, 200 bonds each convertible into 40 equity shares. The bonds were outstanding during the entire year. The bonds were issued at par Rs. 1000 per bond and no bonds were converted during the year.
·  4 % convertible cumulative preference stock per Rs. 100, 1,000 shares issued and outstanding the entire year. Each preferred share is convertible into one equity share. The preferred shares were issued at par and no shares were converted during the year.

Q.51 Calculate weighted average number of equity shares in the following case:
	1st April, 2001
	Balance of equity shares
	3,60,000

	31st August, 2001
	Equity shares issued for cash
	1,20,000

	1st February, 2002
	Equity shares bought back
	60,000


											[ICWA – Dec. 02]

Q.52 Compute adjusted earnings per share and basic earnings per share on the following information:
	Net profit 2000- 2001 
	Rs. 3,60,000

	Net profit 2001 – 2002 
	Rs. 12,00,000

	No. of equity shares outstanding until 31st December, 2001
	4,00,000


Bonus issue on 1st January, 2002, 2 equity shares for each equity share outstanding at 31st December, 2001. Your answer should be based on AS – 20.  							[ICWA – Dec. 02]

Q.53 A company has the following capital structure –
	Particulars
	No.
	Amount in lakhs

	Equity shares 
	1,000
	

	10 % convertible preference shares each convertible into 5 equity shares
	120
	8,000

	12 % convertible debentures – each convertible into 3 equity shares
	600
	20,000

	Share option – each option carries exercise rights of 100 shares at Rs. 16, average fair value of equity Rs. 25.
	1
	


Net profit attributable to ordinary equity shareholders is Rs. 1,000 lakhs. Tax rate = 35 %. Dividend distribution tax is 10 %. Compute basic and diluted EPS.					[CA – F, RTP]

Q.54 From the following information of B Ltd. determine the order in which dilutive potential equity shares should be considered in the computation of dilutive EPS.
· Net profit attributable to equity shareholders – Rs. 1,50,00,000
· Number of equity shares outstanding during the year – 25,00,000
· Average fair value of one equity share during the year – Rs. 100
Details of potential equity shares:
(i) Options: 1,20,000 shares with an exercise price of Rs. 75 per share
(ii) Convertible preference shares – 10,00,000 shares, entitled to a cumulative dividend of Rs. 8 per share, conversion ratio is 4 equity shares for every preference share held.
(iii) 15 % convertible debentures of Rs. 100 each – 12,00,000. Each debenture is entitled for 2 equity shares. 
Assume corporate income tax rate is 30 % and dividend distribution tax rate is 10 %.

Q.55 Earnings = Rs. 7,00,000
Share capital					Dividend right
A –10,000 shares @ Rs. 10 each			Normal 
B – 20,000 shares @ Rs. 12 each 			Normal + 3 %
C – 30,000 shares @ Rs. 20 each 			Normal + 5 %
Calculate Basic earnings per share for each class.

Q.56 Yati Ltd. Has the following different classes of equity shares of Rs. 10 each, outstanding as at 31st march, having disproportionate rights with respect to voting  and dividends –
	 Number of shares
	Rights as to share in net profit to the extent of capital

	1,00,000 A class equity shares
	Proportionate to capital

	30,000 B class equity shares
	In the proportion of 3:2 with respect to A class shares

	30,000 C class equity shares
	In the proportion of 5:2 with respect to A class shares

	40,000 D class equity shares
	In the proportion of 3:1 with respect to A class shares


Profit for the year ended 31st March was Rs. 8,00,000. The company believes that net profit is to be allocated to the shares in the ratio of 2:3:5:6 as derived from their rights to share net profit. The company has calculated the basic EPS in the following manner. You are required to confirm whether this calculation is correct.
	Class
	Apportionment of net profit
	No. of shares
	Basic EPS

	Class A
	8,00,000 * 2/16 = 1,00,000
	1,00,000
	1.00

	Class B
	8,00,000 * 3/ 16 = 1,50,000
	30,000
	5.00

	Class C
	8,00,000 * 5 / 16 = 2,50,000
	30,000
	8.33

	Class D
	8,00,000 * 6/ 16 = 3,00,000
	40,000
	7.50



Q.57 Earnings – Rs. 6,00,000
ESC 1 – Rs. 3,00,000 (30,000 shares of face value of Rs. 10)
ESC 2 – Rs. 4,00,000 (50,000 shares of face value Rs. 8)
ESC 1 is entitled to 3 % extra dividend in comparison to ESC 2. Calculate basic earnings per share.

Q.58 Earnings – Rs. 6,00,000
ESC 1 – Rs. 3,00,000 (30,000 shares of face value of Rs. 10)
ESC 2 – Rs. 4,00,000 (50,000 shares of face value Rs. 8)
ESC 1 is entitled to dividend in the ratio of 2:1 in comparison to ESC 2. Calculate basic earnings per share.

Q.59 Net profit after tax (year 2009 - 2010)			Rs. 50,00,000
10 % preference share capital @ Rs. 10 each			Rs. 40,00,000
Dividend tax @ 15 %
Different classes of equity shares and their dividend right are as under:
	No. of shares
	Category
	Dividend rights

	1,00,000
	A
	7

	75,000
	B
	5

	1,50,000
	C
	3

	5,00,000
	D
	2


 Calculate basic EPS for each class of equity share.

Q.60 Explain the concept of weighted average number of equity shares outstanding during the period. State how would you compute, based on AS – 20, the weighted average number of equity shares in the following cases:
	
	
	No. of shares

	1st April, 2011
	Balance of equity shares
	4,80,000

	31st August, 2011
	Equity shares issued for cash
	3,60,000

	1st February, 2012
	Equity shares bought back
	1,80,000

	31st March, 2012
	Balance of equity shares
	6,60,000


										[PCC – May, 2012]							
Q.61 Compute adjusted earning per share and Basic earning per share based on the following information:
	Net profit 2010 – 11
	Rs. 11,40,000

	Net profit 2011 – 2012
	Rs. 22,50,000

	No. of equity shares outstanding until 31st December, 2011
	5,00,000


Bonus issue on 1st January, 2012 = 1 equity share for each equity share outstanding as at 31st December, 2011. 
										[PCC – May, 2012]

Q.62 From the information furnished you are required to compute the Basic and Diluted EPS for accounting year 1.04.2011 to 31.3.2012 and adjusted EPS for the year 01.04. 2010 to 31.3.2011.
	 Particulars
	

	Net profit for the year ended 31.3.2011
	Rs. 75,50,000

	Net profit for the year ended 31.3.2012
	Rs. 1,00,25,000

	 No. of equity shares as on 1.4.2011
	50,00,250

	Bonus issue on 1.1.2012
	1 share for every 2 held

	No. of 12 % convertible debentures of Rs. 100 each issued on 1.1.2012
	1,00,000

	Conversion ratio of debentures
	10 shares per debentures

	Tax rates
	30 %


  										[CA – F, May, 2012]
Q.63 Compute Diluted earnings per share from the following information:
	Net profit for the current year 
	Rs. 2,00,00,000

	No. of equity shares outstanding
	1,00,00,000

	Basic earnings per share
	Rs. 2.00

	No. of 12 % convertible debentures of Rs. 100 each (each debenture is convertible into 10 equity shares)
	2,00,000

	Interest expenses for the current year
	Rs. 24,00,000

	Tax relating to interest expenses (30 %)
	Rs. 7,20,000


 										[PCC – May, 2012]

Q.64  
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