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IAS 33.10bjective

The objective of this Standard is to prescribe principles for the determination and
presentation of earnings per share, so as to improve performance comparisons
between different entities in the same reporting period and between different
reporting periods for the same entity. Even though earnings per share data have
limitations because of the different accounting policies that may be used for
determining ‘earnings’, a consistently determined denominator enhances financial
reporting. The focus of this Standard is on the denominator of the earnings per
share calculation.
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2. H2| (Scope) (IAS 33.2~4)
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IAS 33.2~4 Scope
2 This Standard shall be applied by entities whose ordinary shares or potential
ordinary shares are publicly traded and by entities that are in the process of issuing




ordinary shares or potential ordinary shares in public markets.

3 An entity that discloses earnings per share shall calculate and disclose earnings
per share in accordance with this Standard.

4 When an entity presents both consolidated financial statements and separate
financial statements prepared in accordance with IAS 27 Consolidated and Separate
Financial Statements, the disclosures required by this Standard need be presented
only on the basis of the consolidated information. An entity that chooses to disclose
earnings per share based on its separate financial statements shall present such
earnings per share information only on the face of its separate income statement.
An entity shall not present such earnings per share information in the consolidated
financial statements.
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IAS 33.10. Basic earnings per share shall be calculated by dividing profit or loss
attributable to ordinary equity holders of the PARENT ENTITY (the numerator) by the
weighted average number of ordinary shares outstanding (the denominator) during
the period.
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IAS 33.15 — Preference shares that provide for a low initial dividend to compensate
an entity for selling the preference shares at a discount, or an above—market
dividend in later periods to compensate investors for purchasing preference shares
at a premium, are sometimes referred to as increasing rate preference shares. Any
original issue discount or premium on increasing rate preference shares is amortised
to retained earnings using the effective interest method and treated as a preference
dividend for the purposes of calculating earnings per share.
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IAS 33.21(a) — (a) ordinary shares issued in exchange for cash are included when
cash is receivable;

4 5| MFEole (Measurement—diluted EPS) (IAS 33.32 (a))

HEH7|

IAS 33. 32(a) profit or loss attributable to ordinary equity holders of the PARENT
ENTITY is increased by the after—tax amount of dividends and interest recognised in
the period in respect of the dilutive potential ordinary shares and is adjusted for any
other changes in income or expense that would result from the conversion of the
dilutive potential ordinary shares
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Ordinary shares whose issue is contingent on the occurrence of certain events shall be
considered outstanding and included in the computation of diluted earnings per share
if the conditions have been met (the events occurred). Contingently issuable shares
should be included as of the beginning of the period (or as of the date of the
contingent share agreement, if later). If the conditions have not been met, the
number of contingently issuable shares included in the diluted earnings per share
computation is based on the number of shares that would be issuable if the end of
the reporting period was the end of the contingency period [IAS33R.52].

How should management treat the following share options granted when calculating
diluted EPS?

« Background
Management grants share options to employees on 1 January 20X2 with the following
terms:
a) The entity meets its profit targets for 20X2 and 20X3. The profit targets are
1,000 and 2,000 respectively for 20X2 and 20X3;
b) The employee must stay with the entity for an additional year if condition (i) is
met, that is, until 31 December 20X4.
Management is considering the calculation of diluted EPS under the following
conditions:
[As at 31 December 20X3, the entity has met its profit target for the last two years;
however, the option is still not exercisable because the employee needs to stay for
another year]

 Solution
The shares issued under the share options should be included in diluted EPS



calculation.

The number of contingently issuable shares included in diluted EPS computation is
based on the number of shares that would be issuable if the end of the reporting
period was the end of the contingency period [IAS33R.52]. All of the option
performance measures have been met except that the employee must stay until 31
December 20X4. According to paragraph 31 of IAS 33, 31 December 20X3 is taken
to be the end of the contingency period, and accordingly all conditions have been
met at 31 December 20X3.
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