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New Zealand Equivalent to International Accountingn8tad 33Earnings per Share
(NZ IAS 33)is set out in paragraphs 1-76 and Appendices A andBIAS 33 is based on
International Accounting Standard 3&urings per Shar€lAS 33) (2003)initially issued
by the International Accounting Standards Commi{t&SC) and subsequently revised by
the International Accounting Standards Board (IASBAIl the paragraphs have equal
authority but retain the IASC format of the Standatten it was adopted by the IASB. NZ
IAS 33 should be read in the context of its objecéwd the IASB’s Basis for Conclusions
on IAS 33 and the New Zealand Equivalent to the IA®Bnceptual Framework for
Financial Reporting (NZ Frameworl. NZ IAS 8 Accounting Policies, Changes in
Accounting Estimates and Erropsovides a basis for selecting and applying actogn
policies in the absence of explicit guidance.

Any additional material is shown with grey shadingd &ine paragraphs are denoted with
“NZ".

This Standard uses the terminology adopted innat@nal Financial Reporting Standards
(IFRSs) to describe the financial statements ahdraglements. NZ IAS Presentation of
Financial Statementgas revised in 2007) paragraph 5 explains thatientother than
profit-oriented entities seeking to apply the Stmddmay need to amend the descriptions
used for particular line items in the financialtetaents and for the financial statements
themselves. For example, profit/loss may be refeto as surplus/deficit and capital or
share capital may be referred to as equity.
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Introduction to NZ IAS 33

This Standard prescribes principles for the deteatidn and presentation of earnings per
share.

In adopting IAS 33 for application as NZ IAS 33 no mhes have been made to the
requirements of IAS 33.

Profit-oriented entities, other than qualifying ides applying any differential reporting
concessions, that comply with NZ IAS 33 will simultansly be in compliance with
IAS 33.

Differential Reporting

Qualifying entities must comply with all the prowiss in NZ IAS 33. Due to the limited
scope of this Standard it will have minimal impastqualifying entities.
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New Zealand Equivalent to International
Accounting Standard 33

Earnings per Share (NZ IAS 33)

Objective

1 The objective of this Standard is to prescritiegiples for the determination and
presentation of earnings per share, so as to ireppgrformance comparisons
between different entities in the same reportingogeand between different
reporting periods for the same entity. Even thoagmings per share data have
limitations because of the different accountingiges that may be used for
determining ‘earnings’, a consistently determinedaminator enhances financial
reporting. The focus of this Standard is on theodeinator of the earnings per
share calculation.

Scope

2 This Standard shall apply to:

(a) the separate or individual financial statement®f an entity:

0] whose ordinary shares or potential ordinary shaes are traded
in a public market (a domestic or foreign stock extange or an
over-the-counter market, including local and regioml
markets) or

(i)  that files, or is in the process of filing, is financial statements
with a securities commission or other regulatory oganisation

for the purpose of issuing ordinary shares in a pulic market;
and

(b)  the consolidated financial statements of a grquwith a parent:

0] whose ordinary shares or potential ordinary shaes are traded
in a public market (a domestic or foreign stock extange or an
over-the-counter market, including local and regioml
markets) or

(i)  that files, or is in the process of filing, is financial statements
with a securities commission or other regulatory oganisation
for the purpose of issuing ordinary shares in a pulic market.

NZ 2.1 This Standard applies only to for-profit entties.

3 An entity that discloses earnings per share shaltalculate and disclose
earnings per share in accordance with this Standard
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4A

When an entity presents both consolidated finanal statements and separate
financial statements prepared in accordance with NZ IAS 27 Consolidated
and Separate Financial Statements, the disclosures required by this Standard
need be presented only on the basis of the consalidd information. An
entity that chooses to disclose earnings per shafgased on its separate
financial statements shall present such earnings pshare information only
in its statement of comprehensive income. An entitghall not present such
earnings per share information in the consolidatedinancial statements.

If an entity presents items of profit or loss ina separate statement as
described in paragraph 10A of NZIAS 1 Presentation of Financial
Statements (as amended in 2011), it presents earnings per skaonly in that
separate statement.

Definitions

5

The following terms are used in this Standard wit the meanings specified:

Antidilution is an increase in earnings per share or a reductioin loss per
share resulting from the assumption that convertibd instruments are
converted, that options or warrants are exercised, rothat ordinary shares
are issued upon the satisfaction of specified cortigins.

A contingent share agreement is an agreement to issue shares that is
dependent on the satisfaction of specified conditis.

Contingently issuable ordinary shares are ordinary shares issuable for little
or no cash or other consideration upon the satisfdon of specified
conditions in a contingent share agreement.

Dilution is a reduction in earnings per share or an increasi loss per share
resulting from the assumption that convertible instuments are converted,
that options or warrants are exercised, or that oréhary shares are issued
upon the satisfaction of specified conditions.

Options, warrants and their equivalents are financial instruments that give
the holder the right to purchase ordinary shares.

An ordinary share is an equity instrument that is subordinate to allother
classes of equity instruments.

A potential ordinary share is a financial instrument or other contract that
may entitle its holder to ordinary shares.

Put options on ordinary shares are contracts that give the holer the right to
sell ordinary shares at a specified price for a gan period.

Ordinary shares participate in profit for the pdronly after other types of shares
such as preference shares have participated. Aty emy have more than one

class of ordinary shares. Ordinary shares of theesglass have the same rights
to receive dividends.

© Copyright 10
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Examples of potential ordinary shares are:

(a) financial liabilities or equity instrumentscinding preference shares, that
are convertible into ordinary shares;

(b) options and warrants;

(c) shares that would be issued upon the satisfacticconditions resulting
from contractual arrangements, such as the purafaséusiness or other
assets.

Terms defined in NZ IAS 3Zinancial Instruments: Presentaticare used in
this Standard with the meanings specified in pamydd of NZ IAS 32, unless
otherwise noted. NZIAS 32 defines financial instrainefinancial asset,
financial liability, equity instrument and fair wed, and provides guidance on
applying those definitions.

Measurement

10

11

12

13

Basic Earnings per Share

An entity shall calculate basic earnings per sharamounts for profit or loss
attributable to ordinary equity holders of the parent entity and, if presented,
profit or loss from continuing operations attributable to those equity holders.

Basic earnings per share shall be calculated bgividing profit or loss
attributable to ordinary equity holders of the parent entity (the numerator)
by the weighted average number of ordinary shares utstanding (the
denominator) during the period.

The objective of basic earnings per share inddion is to provide a measure of
the interests of each ordinary share of a paretittyen the performance of the
entity over the reporting period.

Earnings
For the purpose of calculating basic earnings peshare, the amounts
attributable to ordinary equity holders of the parent entity in respect of:

(a) profit or loss from continuing operations attributable to the parent
entity; and

(b) profit or loss attributable to the parent entity

shall be the amounts in (a) and (b) adjusted for th after-tax amounts of
preference dividends, differences arising on the #Eement of preference
shares, and other similar effects of preference shes classified as equity.

All items of income and expense attributable tdir@ary equity holders of the
parent entity that are recognised in a perioduiticlg tax expense and dividends
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14

15

16

17

18

19

20

on preference shares classified as liabilitiesimckided in the determination of
profit or loss for the period attributable to oraig equity holders of the parent
entity (see NZ IAS 1).

The after-tax amount of preference dividendsithdeducted from profit or loss is:

(a) the after-tax amount of any preference dividemmsh non-cumulative
preference shares declared in respect of the penat

(b) the after-tax amount of the preference dividefot cumulative preference
shares required for the period, whether or not th@ehds have been
declared. The amount of preference dividends tier geriod does not
include the amount of any preference dividendsctonulative preference
shares paid or declared during the current pemotespect of previous
periods.

Preference shares that provide for a low indtisidend to compensate an entity
for selling the preference shares at a discoungrnoabove-market dividend in
later periods to compensate investors for purclgagireference shares at a
premium, are sometimes referred to as increasitegpeeference shares. Any
original issue discount or premium on increasinte rareference shares is
amortised to retained earnings using the effedtiterest method and treated as a
preference dividend for the purposes of calculatiamings per share.

Preference shares may be repurchased under tdyisetender offer to the
holders. The excess of the fair value of the a®rsition paid to the preference
shareholders over the carrying amount of the peefag shares represents a return
to the holders of the preference shares and a elhargetained earnings for the
entity. This amount is deducted in calculating fibror loss attributable to
ordinary equity holders of the parent entity.

Early conversion of convertible preference sharmay be induced by an entity
through favourable changes to the original conwarderms or the payment of
additional consideration. The excess of the faloe of the ordinary shares or other
consideration paid over the fair value of the aadinshares issuable under the
original conversion terms is a return to the pefee shareholders, and is deducted
in calculating profit or loss attributable to ordig equity holders of the parent
entity.

Any excess of the carrying amount of preferemeges over the fair value of the
consideration paid to settle them is added in ¢afitig profit or loss attributable
to ordinary equity holders of the parent entity.

Shares

For the purpose of calculating basic earnings peshare, the number of
ordinary shares shall be the weighted average numbef ordinary shares
outstanding during the period.

Using the weighted average number of ordinaryeshautstanding during the
period reflects the possibility that the amountsbiareholders’ capital varied

© Copyright 12
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24
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during the period as a result of a larger or smallember of shares being
outstanding at any time. The weighted average nurobeordinary shares
outstanding during the period is the number ofmady shares outstanding at the
beginning of the period, adjusted by the numbeordinary shares bought back
or issued during the period multiplied by a timegtding factor. The time-
weighting factor is the number of days that the shagre outstanding as a
proportion of the total number of days in the péyia reasonable approximation
of the weighted average is adequate in many ciramss.

Shares are usually included in the weighted geermimber of shares from the
date consideration is receivable (which is genertdib date of their issue), for
example:

(a) ordinary shares issued in exchange for cashinateded when cash is
receivable;

(b) ordinary shares issued on the voluntary reitoeest of dividends on
ordinary or preference shares are included whenleiinds are reinvested,;

(c) ordinary shares issued as a result of the asioreof a debt instrument to
ordinary shares are included from the date that@st ceases to accrue;

(d) ordinary shares issued in place of interegprarcipal on other financial
instruments are included from the date that intareases to accrue;

(e) ordinary shares issued in exchange for théessht of a liability of the
entity are included from the settlement date;

)] ordinary shares issued as consideration for @bquisition of an asset
other than cash are included as of the date on wthiehacquisition is
recognised; and

(9) ordinary shares issued for the rendering ofises to the entity are
included as the services are rendered.

The timing of the inclusion of ordinary shares etedmined by the terms and
conditions attaching to their issue. Due consid@nats given to the substance of
any contract associated with the issue.

Ordinary shares issued as part of the considaratansferred in a business
combination are included in the weighted average bminof shares from the
acquisition date. This is because the acquiresrparates into its statement of
comprehensive income the acquiree’s profits ansel®$rom that date.

Ordinary shares that will be issued upon the amiwe of a mandatorily
convertible instrument are included in the caldalabf basic earnings per share
from the date the contract is entered into.

Contingently issuable shares are treated ataodiag and are included in the
calculation of basic earnings per share only fréra date when all necessary
conditions are satisfied (ie the events have oedyrr Shares that are issuable
solely after the passage of time are not contingésguable shares, because the
passage of time is a certainty.
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25

26

27

28

29

30

31

32

Outstanding ordinary shares that are contingeatlyrnable (ie subject to recall)
are not treated as outstanding and are excluded the calculation of basic
earnings per share until the date the shares dgnger subject to recall.

The weighted average number of ordinary sharesutstanding during the
period and for all periods presented shall be adjued for events, other than
the conversion of potential ordinary shares, that Ave changed the number of
ordinary shares outstanding without a correspondingchange in resources.

Ordinary shares may be issued, or the numberdafary shares outstanding may
be reduced, without a corresponding change in ressurExamples include:

(a) a capitalisation or bonus issue (sometimesnededo as a stock dividend);

(b) a bonus element in any other issue, for examplonus element in a
rights issue to existing shareholders;

(c) a share split; and
(d) a reverse share split (consolidation of shares)

In a capitalisation or bonus issue or a shalig spdinary shares are issued to
existing shareholders for no additional considerati Therefore, the number of
ordinary shares outstanding is increased withouinerease in resources. The
number of ordinary shares outstanding before thentevs adjusted for the
proportionate change in the number of ordinaryeshautstanding as if the event
had occurred at the beginning of the earliest pepi@sented. For example, on a
two-for-one bonus issue, the number of ordinary ehautstanding before the
issue is multiplied by three to obtain the new totanber of ordinary shares, or
by two to obtain the number of additional ordinamares.

A consolidation of ordinary shares generally oeduthe number of ordinary
shares outstanding without a corresponding redudtioresources. However,
when the overall effect is a share repurchase atvédie, the reduction in the
number of ordinary shares outstanding is the resfult corresponding reduction
in resources. An example is a share consolidatmmbined with a special
dividend. The weighted average number of ordinkires outstanding for the
period in which the combined transaction takes pis@aljusted for the reduction
in the number of ordinary shares from the datespieial dividend is recognised.

Diluted Earnings per Share

An entity shall calculate diluted earnings per sire amounts for profit or loss
attributable to ordinary equity holders of the parent entity and, if presented,
profit or loss from continuing operations attributable to those equity holders.

For the purpose of calculating diluted earningger share, an entity shall
adjust profit or loss attributable to ordinary equity holders of the parent
entity, and the weighted average number of sharesutstanding, for the
effects of all dilutive potential ordinary shares.

The objective of diluted earnings per share dssistent with that of basic
earnings per share — to provide a measure of teeest of each ordinary share in
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the performance of an entity — while giving effexatl dilutive potential ordinary
shares outstanding during the period. As a result:

(a) profit or loss attributable to ordinary equiitglders of the parent entity is
increased by the after-tax amount of dividends iatetest recognised in
the period in respect of the dilutive potential inesty shares and is
adjusted for any other changes in income or expémsewould result
from the conversion of the dilutive potential oralip shares; and

(b) the weighted average number of ordinary shauéstanding is increased by
the weighted average number of additional ordiséigres that would have
been outstanding assuming the conversion of altidd potential ordinary
shares.

Earnings

For the purpose of calculating diluted earningper share, an entity shall adjust
profit or loss attributable to ordinary equity hold ers of the parent entity, as
calculated in accordance with paragraph 12, by thefter-tax effect of:

(a) any dividends or other items related to dilutie potential ordinary
shares deducted in arriving at profit or loss attrbutable to ordinary
equity holders of the parent entity as calculatedn accordance with
paragraph 12;

(b) any interest recognised in the period relateda dilutive potential
ordinary shares; and

(c) any other changes in income or expense that walufesult from the
conversion of the dilutive potential ordinary shares.

After the potential ordinary shares are conveiéd ordinary shares, the items
identified in paragraph 33(a)-(c) no longer ariskstead, the new ordinary
shares are entitled to participate in profit orsladtributable to ordinary equity
holders of the parent entity. Therefore, profitloss attributable to ordinary
equity holders of the parent entity calculated éoaadance with paragraph 12 is
adjusted for the items identified in paragraph 33@ and any related taxes.
The expenses associated with potential ordinaryeshaclude transaction costs
and discounts accounted for in accordance with fiteetese interest method (see
paragraph 9 of NZIAS 39 Financial Instruments: Recognition and
Measurement

The conversion of potential ordinary shares teagl to consequential changes in
income or expenses. For example, the reductiomtefest expense related to
potential ordinary shares and the resulting in@easprofit or reduction in loss
may lead to an increase in the expense relatednmnediscretionary employee
profit-sharing plan. For the purpose of calculgtifiluted earnings per share,
profit or loss attributable to ordinary equity hetd of the parent entity is adjusted
for any such consequential changes in income ceresq
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36

37

38

39

40

41

42

Shares

For the purpose of calculating diluted earningsgper share, the number of
ordinary shares shall be the weighted average numbef ordinary shares
calculated in accordance with paragraphs 19 and 26plus the weighted
average number of ordinary shares that would be is®d on the conversion of
all the dilutive potential ordinary shares into ordinary shares. Dilutive
potential ordinary shares shall be deemed to haveelen converted into
ordinary shares at the beginning of the period orjf later, the date of the
issue of the potential ordinary shares.

Dilutive potential ordinary shares shall be deteed independently for each
period presented. The number of dilutive potergiainary shares included in
the year-to-date period is not a weighted averadbeo@lilutive potential ordinary
shares included in each interim computation.

Potential ordinary shares are weighted for theogethey are outstanding.
Potential ordinary shares that are cancelled omad to lapse during the period
are included in the calculation of diluted earnipgs share only for the portion of
the period during which they are outstanding. Rddkordinary shares that are
converted into ordinary shares during the periadimcluded in the calculation of
diluted earnings per share from the beginning & period to the date of
conversion; from the date of conversion, the rasgltordinary shares are
included in both basic and diluted earnings peresha

The number of ordinary shares that would be @sre conversion of dilutive
potential ordinary shares is determined from thengeof the potential ordinary
shares. When more than one basis of conversiatsethe calculation assumes
the most advantageous conversion rate or exercise from the standpoint of
the holder of the potential ordinary shares.

A subsidiary, joint venture or associate mayedsuparties other than the parent,
venturer or investor potential ordinary shares tha convertible into either

ordinary shares of the subsidiary, joint ventur@ssociate, or ordinary shares of
the parent, venturer or investor (the reportingtgnt If these potential ordinary

shares of the subsidiary, joint venture or assediave a dilutive effect on the

basic earnings per share of the reporting entiygytare included in the

calculation of diluted earnings per share.

Dilutive Potential Ordinary Shares

Potential ordinary shares shall be treated as Witive when, and only when,
their conversion to ordinary shares would decreasearnings per share or
increase loss per share from continuing operations.

An entity uses profit or loss from continuing m®ns attributable to the parent
entity as the control number to establish whethdemg@l ordinary shares are
dilutive or antidilutive. Profit or loss from cdntiing operations attributable to
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the parent entity is adjusted in accordance witlagraiph 12 and excludes items
relating to discontinuing operations.

Potential ordinary shares are antidilutive whegirtconversion to ordinary shares
would increase earnings per share or decrease &sshare from continuing
operations. The calculation of diluted earnings pkare does not assume
conversion, exercise, or other issue of potentidinary shares that would have
an antidilutive effect on earnings per share.

In determining whether potential ordinary shanesdilutive or antidilutive, each
issue or series of potential ordinary shares isicenmed separately rather than in
aggregate. The sequence in which potential ordishares are considered may
affect whether they are dilutive. Therefore, to image the dilution of basic
earnings per share, each issue or series of patentinary shares is considered
in sequence from the most dilutive to the leasttiié, ie dilutive potential
ordinary shares with the lowest ‘earnings per incrgaleshare’ are included in
the diluted earnings per share calculation befoose with a higher earnings per
incremental share. Options and warrants are gépéaraluded first because they
do not affect the numerator of the calculation.

Options, warrants and their equivalents

For the purpose of calculating diluted earningger share, an entity shall
assume the exercise of dilutive options and warrastof the entity. The
assumed proceeds from these instruments shall begarded as having been
received from the issue of ordinary shares at thevarage market price of
ordinary shares during the period. The differencebetween the number of
ordinary shares issued and the number of ordinary Isares that would have
been issued at the average market price of ordinarghares during the period
shall be treated as an issue of ordinary shares foro consideration.

Options and warrants are dilutive when they wousdilteén the issue of ordinary
shares for less than the average market pricedifiany shares during the period.
The amount of the dilution is the average markéatepof ordinary shares during
the period minus the issue price. Therefore, toutate diluted earnings per
share, potential ordinary shares are treated asistong of both the following:

(a) a contract to issue a certain number of théarg shares at their average
market price during the period. Such ordinary ehare assumed to be
fairly priced and to be neither dilutive nor anlidive. They are ignored
in the calculation of diluted earnings per share.

(b) a contract to issue the remaining ordinary ehidor no consideration.
Such ordinary shares generate no proceeds andhoaefect on profit or
loss attributable to ordinary shares outstandifitperefore, such shares
are dilutive and are added to the number of orglishares outstanding in
the calculation of diluted earnings per share.

Options and warrants have a dilutive effect onlgmvthe average market price of
ordinary shares during the period exceeds the iseeqrice of the options or
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warrants (ie they are ‘in the money’). Previouslparted earnings per share are
not retroactively adjusted to reflect changes ingw of ordinary shares.

47A For share options and other share-based paymmangements to which
NZ IFRS 2 Share-based Paymenapplies, the issue price referred to in
paragraph 46 and the exercise price referred mamgraph 47 shall include the
fair value of any goods or services to be suppiethe entity in the future under
the share option or other share-based paymentgamaent.

48 Employee share options with fixed or determinatdems and non-vested
ordinary shares are treated as options in the legilocn of diluted earnings per
share, even though they may be contingent on ypstiffthey are treated as
outstanding on the grant date. Performance-basgiogee share options are
treated as contingently issuable shares becaugeitkae is contingent upon
satisfying specified conditions in addition to heessage of time.

Convertible instruments

49 The dilutive effect of convertible instrumentealh be reflected in diluted
earnings per share in accordance with paragraphsa®36.

50 Convertible preference shares are antidilutiienever the amount of the dividend
on such shares declared in or accumulated forufrent period per ordinary share
obtainable on conversion exceeds basic earningshaee. Similarly, convertible
debt is antidilutive whenever its interest (netaX and other changes in income or
expense) per ordinary share obtainable on conversikceeds basic earnings
per share.

51 The redemption or induced conversion of corvlerfpreference shares may affect
only a portion of the previously outstanding cotitée preference shares. In such
cases, any excess consideration referred to irggzgnia 17 is attributed to those
shares that are redeemed or converted for the geipiodetermining whether the
remaining outstanding preference shares are @lutivhe shares redeemed or
converted are considered separately from thoseesthat are not redeemed or
converted.

Contingently issuable shares

52 As in the calculation of basic earnings per shematingently issuable ordinary
shares are treated as outstanding and includedheincalculation of diluted
earnings per share if the conditions are satisfiedhe events have occurred).
Contingently issuable shares are included frombibginning of the period (or
from the date of the contingent share agreemeratef). If the conditions are
not satisfied, the number of contingently issuatiares included in the diluted
earnings per share calculation is based on the eumwibshares that would be
issuable if the end of the period were the end & ¢lontingency period.
Restatement is not permitted if the conditionsraemet when the contingency
period expires.
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If attainment or maintenance of a specified am@f earnings for a period is the
condition for contingent issue and if that amouas been attained at the end of
the reporting period but must be maintained beythe end of the reporting
period for an additional period, then the additioor@inary shares are treated as
outstanding, if the effect is dilutive, when caldirlg diluted earnings per share.
In that case, the calculation of diluted earnings ghare is based on the number
of ordinary shares that would be issued if the arhofierarnings at the end of the
reporting period were the amount of earnings atehd of the contingency
period. Because earnings may change in a fututedyehe calculation of basic
earnings per share does not include such contilygesuable ordinary shares
until the end of the contingency period becauseatiotecessary conditions have
been satisfied.

The number of ordinary shares contingently islkeuanay depend on the future
market price of the ordinary shares. In that céfséhe effect is dilutive, the
calculation of diluted earnings per share is basethe number of ordinary shares
that would be issued if the market price at the @fithe reporting period were the
market price at the end of the contingency peritidhe condition is based on an
average of market prices over a period of time éxé¢nds beyond the end of the
reporting period, the average for the period ottitmat has lapsed is used. Because
the market price may change in a future periodc#iheulation of basic earnings per
share does not include such contingently issuatdimary shares until the end of
the contingency period because not all necessaittns have been satisfied.

The number of ordinary shares contingently iskuanay depend on future
earnings and future prices of the ordinary sharessuch cases, the number of
ordinary shares included in the diluted earningssbare calculation is based on
both conditions (ie earnings to date and the ctumearket price at the end of the
reporting period). Contingently issuable ordinahares are not included in the
diluted earnings per share calculation unless betiditions are met.

In other cases, the number of ordinary shareirgently issuable depends on a
condition other than earnings or market price émmmple, the opening of a
specific number of retail stores). In such casssuming that the present status
of the condition remains unchanged until the enthefcontingency period, the
contingently issuable ordinary shares are incluiglethe calculation of diluted
earnings per share according to the status atith@fethe reporting period.

Contingently issuable potential ordinary shaj@ber than those covered by a
contingent share agreement, such as contingenthualde convertible
instruments) are included in the diluted earningisghare calculation as follows:

(@) an entity determines whether the potential @dinshares may be
assumed to be issuable on the basis of the consligpecified for their
issue in accordance with the contingent ordinaryresh@ovisions in
paragraphs 52-56; and

(b) if those potential ordinary shares should lected in diluted earnings per
share, an entity determines their impact on theutaion of diluted
earnings per share by following the provisionsdptions and warrants in
paragraphs 45-48, the provisions for convertiblestriments in
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58

59

60

61

62

paragraphs 49-51, the provisions for contracts thay be settled in
ordinary shares or cash in paragraphs 58-61, agr gbhovisions, as
appropriate.

However, exercise or conversion is not assumed ®@rmptirpose of calculating
diluted earnings per share unless exercise or esioveof similar outstanding
potential ordinary shares that are not contingeatiyable is assumed.

Contracts that may be settled in ordinary shares or cash

When an entity has issued a contract that may keettled in ordinary shares
or cash at the entity’s option, the entity shall pesume that the contract will
be settled in ordinary shares, and the resulting pential ordinary shares
shall be included in diluted earnings per share ithe effect is dilutive.

When such a contract is presented for accouptingpses as an asset or a liability,
or has an equity component and a liability compgnéere entity shall adjust the

numerator for any changes in profit or loss thaulMichave resulted during the

period if the contract had been classified whollyam equity instrument. That

adjustment is similar to the adjustments requingoliragraph 33.

For contracts that may be settled in ordinary sares or cash at the holder’s
option, the more dilutive of cash settlement and stie settlement shall be
used in calculating diluted earnings per share.

An example of a contract that may be settledrdtinary shares or cash is a debt
instrument that, on maturity, gives the entity theestricted right to settle the

principal amount in cash or in its own ordinary rélsa Another example is a

written put option that gives the holder a choiceseitling in ordinary shares or

cash.

Purchased options

Contracts such as purchased put options andgsed call options (ie options
held by the entity on its own ordinary shares) aeincluded in the calculation
of diluted earnings per share because includinmthweuld be antidilutive. The
put option would be exercised only if the exergs&Ee were higher than the
market price and the call option would be exercisaty if the exercise price
were lower than the market price.
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Written put options

Contracts that require the entity to repurchase ts own shares, such as

written put options and forward purchase contracts, are reflected in the

calculation of diluted earnings per share if the déct is dilutive. If these
contracts are ‘in the money’ during the period (iethe exercise or settlement
price is above the average market price for that péod), the potential

dilutive effect on earnings per share shall be caltated as follows:

(a) it shall be assumed that at the beginning of & period sufficient
ordinary shares will be issued (at the average magk price during the
period) to raise proceeds to satisfy the contract;

(b) it shall be assumed that the proceeds from thissue are used to satisfy
the contract (ie to buy back ordinary shares); and

(c) the incremental ordinary shares (the differencebetween the number
of ordinary shares assumed issued and the number ofdinary shares
received from satisfying the contract) shall be idaded in the
calculation of diluted earnings per share.

Retrospective Adjustments

64

65

If the number of ordinary or potential ordinary shares outstanding increases
as a result of a capitalisation, bonus issue or steasplit, or decreases as a
result of a reverse share split, the calculation obasic and diluted earnings
per share for all periods presented shall be adjust retrospectively. If these
changes occur after the end of the reporting periodbut before the financial
statements are authorised for issue, the per shamalculations for those and
any prior period financial statements presented shabe based on the new
number of shares. The fact that per share calculans reflect such changes
in the number of shares shall be disclosed. In adibn, basic and diluted
earnings per share of all periods presented shallebadjusted for the effects of
errors and adjustments resulting from changes in awunting policies,
accounted for retrospectively

An entity does not restate diluted earnings paresof any prior period presented
for changes in the assumptions used in earningshzee calculations or for the
conversion of potential ordinary shares into ordjrehares.

Presentation

66

An entity shall present in the statement of com@hensive income basic and
diluted earnings per share for profit or loss from continuing operations
attributable to the ordinary equity holders of the parent entity and for profit
or loss attributable to the ordinary equity holdersof the parent entity for the
period for each class of ordinary shares that has different right to share in
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67

67A

68

68A

69

profit for the period. An entity shall present bast and diluted earnings per
share with equal prominence for all periods preserd.

Earnings per share is presented for every pefdodwhich a statement of
comprehensive income is presented. |If diluted iegeper share is reported
for at least one period, it shall be reported fibpariods presented, even if it
equals basic earnings per share. If basic andedilearnings per share are
equal, dual presentation can be accomplished in #tatement of
comprehensive income.

If an entity presents items of profit or lossa separate statement as described in
paragraph 10A of NZ IAS 1 (as amended in 2011), ésents basic and diluted
earnings per share, as required in paragraphs 66 6an in that separate
statement.

An entity that reports a discontinued operation kall disclose the basic and
diluted amounts per share for the discontinued opextion either in the
statement of comprehensive income or in the notes.

If an entity presents items of profit or lossai separate statement as described in
paragraph 10A of NZ IAS 1 (as amended in 2011), ésents basic and diluted
earnings per share for the discontinued operatismequired in paragraph 68, in
that separate statement or in the notes.

An entity shall present basic and diluted earning per share, even if the
amounts are negative (ie a loss per share).

Disclosure

70

An entity shall disclose the following:

(a) the amounts used as the numerators in calculat basic and diluted
earnings per share, and a reconciliation of thosenaounts to profit or
loss attributable to the parent entity for the perbd. The
reconciliation shall include the individual effect of each class of
instruments that affects earnings per share.

(b)  the weighted average number of ordinary shares sed as the
denominator in calculating basic and diluted earnigs per share, and a
reconciliation of these denominators to each other.The reconciliation
shall include the individual effect of each classfoinstruments that
affects earnings per share.

(c) instruments (including contingently issuable shres) that could
potentially dilute basic earnings per share in thduture, but were not
included in the calculation of diluted earnings pershare because they
are antidilutive for the period(s) presented.

(d) a description of ordinary share transactions orpotential ordinary
share transactions, other than those accounted fan accordance with
paragraph 64, that occur after the end of the repding period and
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that would have changed significantly the number obrdinary shares
or potential ordinary shares outstanding at the endof the period if
those transactions had occurred before the end ofhé¢ reporting
period.

Examples of transactions in paragraph 70(dudel
(a) an issue of shares for cash;

(b) an issue of shares when the proceeds are usegdyp debt or preference
shares outstanding at the end of the reportingpggri

(c) the redemption of ordinary shares outstanding;

(d) the conversion or exercise of potential ordinstnares outstanding at the
end of the reporting period into ordinary shares;

(e) an issue of options, warrants, or convertib&rimments; and

® the achievement of conditions that would resuit the issue of
contingently issuable shares.

Earnings per share amounts are not adjusted for tsansactions occurring after
the end of the reporting period because such tctinsa do not affect the amount
of capital used to produce profit or loss for tleeipd.

Financial instruments and other contracts geingrgpotential ordinary shares
may incorporate terms and conditions that affeet riteasurement of basic and
diluted earnings per share. These terms and donslimay determine whether
any potential ordinary shares are dilutive andsaf the effect on the weighted
average number of shares outstanding and any coesegdjustments to profit
or loss attributable to ordinary equity holdersheTdisclosure of the terms and
conditions of such financial instruments and ott@ntracts is encouraged, if not
otherwise required (see NZ IFRS-ihancial Instruments: Disclosurgs

If an entity discloses, in addition to basic andliluted earnings per share,
amounts per share using a reported component of thestatement of
comprehensive income other than one required by thi Standard, such
amounts shall be calculated using the weighted awege number of ordinary
shares determined in accordance with this Standard. Basic and diluted
amounts per share relating to such a component shale disclosed with equal
prominence and presented in the notes. An entity sl indicate the basis on
which the numerator(s) is (are) determined, includig whether amounts per
share are before tax or after tax. If a componentof the statement of
comprehensive income is used that is not reportedsaa line item in the
statement of comprehensive income, a reconciliatiorshall be provided
between the component used and a line item thatlisported in the statement
of comprehensive income.

Paragraph 73 applies also to an entity that didoses, in addition to basic and
diluted earnings per share, amounts per share using reported item of profit
or loss , other than one required by this Standard.
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Effective date

74 This Standard becomes operative for an entifitfancial statements that
cover annual accounting periods beginning on ceraftJanuary 2007. Early
adoption of this Standard is permitted only when emity complies with
NZ IFRS 1 First-time Adoption of New Zealand Equivalents tdetnational
Financial Reporting Standard®r an annual accounting period beginning on or
after 1 January 2005.

T4A NZ IAS 1 (as revised in 2007) amended the tertogoused throughout New
Zealand equivalents to IFRSs. In addition it adpgadhgraphs 4A, 67A, 68A and
73A. An entity shall apply those amendments for ahperiods beginning on or
after 1 January 2009. If an entity applies NZ IA8evised 2007) for an earlier
period, the amendments shall be applied for thdieeperiod.

74D Presentation of Items of Other Comprehensive Incdimendments to
NZ IAS 1), issued in August 2011, amended paragraph$4A, 68A and 73A
and added paragraph NZ 2.1. An entity shall appbsehamendments when it
applies NZ IAS 1 as amended in August 2011.

Withdrawal of other pronouncements

75-76  [Paragraphs 75 and 76 are not reproducect withdrawal of previous IASB
pronouncements is not relevant to this Standard.]
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Appendix A
Application Guidance

This Appendix is an integral part of the Standard.

Al

A2

A3

Profit or loss attributable to the parent entity

For the purpose of calculating earnings per shmsed on the consolidated
financial statements, profit or loss attributaldetie parent entity refers to profit
or loss of the consolidated entity after adjusfimgnon-controlling interests.

Rights issues

The issue of ordinary shares at the time of @geror conversion of potential
ordinary shares does not usually give rise to ailb@lement. This is because the
potential ordinary shares are usually issued fdt ¥alue, resulting in a
proportionate change in the resources availabliheoentity. In a rights issue,
however, the exercise price is often less than #ie Value of the shares.
Therefore, as noted in paragraph 27(b), such asrigtsue includes a bonus
element. If a rights issue is offered to all d@rigtshareholders, the number of
ordinary shares to be used in calculating basicdilnted earnings per share for
all periods before the rights issue is the numieordinary shares outstanding
before the issue, multiplied by the following factor

Fair value per share immediately before the exemigights
Theoretical ex-rights fair value per share

The theoretical ex-rights fair value per sharesisulated by adding the aggregate
market value of the shares immediately before ttexoése of the rights to the

proceeds from the exercise of the rights, and digidby the number of shares
outstanding after the exercise of the rights. \Whee rights are to be publicly

traded separately from the shares before the eeentate, fair value for the

purposes of this calculation is established attbse of the last day on which the
shares are traded together with the rights.

Control number

To illustrate the application of the control nuenbnotion described in
paragraphs 42 and 43, assume that an entity hfisfppon continuing operations

25 © Copyright



NZ IAS 33

A4

A5

A6

attributable to the parent entity of CU4,808,loss from discontinued operations
attributable to the parent entity of (CU7,200), aslattributable to the parent
entity of (CU2,400), and 2,000 ordinary shares ab@ gotential ordinary shares
outstanding. The entity’'s basic earnings per sh&r€U2.40 for continuing
operations, (CU3.60) for discontinued operations @ild1.20) for the loss. The
400 potential ordinary shares are included in tietetl earnings per share
calculation because the resulting CU2.00 earnings sbare for continuing
operations is dilutive, assuming no profit or lasgact of those 400 potential
ordinary shares. Because profit from continuingrafions attributable to the
parent entity is the control number, the entityoalscludes those 400 potential
ordinary shares in the calculation of the otheniegs per share amounts, even
though the resulting earnings per share amounts aat@ilutive to their
comparable basic earnings per share amounts, ito8®e per share is less
[(CU3.00) per share for the loss from discontinupdrations and (CU1.00) per
share for the loss].

Average market price of ordinary shares

For the purpose of calculating diluted earnings phare, the average market
price of ordinary shares assumed to be issuedlésilated on the basis of the
average market price of the ordinary shares dutfiregperiod. Theoretically,
every market transaction for an entity’s ordinamares could be included in the
determination of the average market price. As atwa matter, however, a
simple average of weekly or monthly prices is usuatlequate.

Generally, closing market prices are adequatecédgulating the average market
price. When prices fluctuate widely, however, arerage of the high and low
prices usually produces a more representative.pflitee method used to calculate
the average market price is used consistently siritds no longer representative
because of changed conditions. For example, aty ¢nat uses closing market
prices to calculate the average market price foersé years of relatively stable
prices might change to an average of high and loge if prices start fluctuating
greatly and the closing market prices no longedpece a representative average
price.

Options, warrants and their equivalents

Options or warrants to purchase convertible insgnis are assumed to be
exercised to purchase the convertible instrumennever the average prices of
both the convertible instrument and the ordinaryared obtainable upon
conversion are above the exercise price of theoonptor warrants. However,
exercise is not assumed unless conversion of sirpildstanding convertible
instruments, if any, is also assumed.

In this guidance, monetary amounts are denondriatEurrency units’ (CU).
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Options or warrants may permit or require the tendeof debt or other
instruments of the entity (or its parent or a sdiasy) in payment of all or a
portion of the exercise price. In the calculatiindiluted earnings per share,
those options or warrants have a dilutive effe¢ajfthe average market price of
the related ordinary shares for the period excekesexercise price or (b) the
selling price of the instrument to be tendered @oWw that at which the
instrument may be tendered under the option or waragreement and the
resulting discount establishes an effective exerpisce below the market price
of the ordinary shares obtainable upon exercisethd calculation of diluted
earnings per share, those options or warrants ateresl to be exercised and the
debt or other instruments are assumed to be tethddféendering cash is more
advantageous to the option or warrant holder anctdiméract permits tendering
cash, tendering of cash is assumed. Interestofrteix) on any debt assumed to
be tendered is added back as an adjustment taitherator.

Similar treatment is given to preference shanes have similar provisions or to
other instruments that have conversion options pleginit the investor to pay
cash for a more favourable conversion rate.

The underlying terms of certain options or warsamtay require the proceeds
received from the exercise of those instrumentset@pplied to redeem debt or
other instruments of the entity (or its parent @uasidiary). In the calculation of
diluted earnings per share, those options or warrarg assumed to be exercised
and the proceeds applied to purchase the debs avérage market price rather
than to purchase ordinary shares. However, the sxmegeeds received from
the assumed exercise over the amount used forstwereed purchase of debt are
considered (ie assumed to be used to buy backadshares) in the diluted
earnings per share calculation. Interest (newf bn any debt assumed to be
purchased is added back as an adjustment to theraton

Written put options

To illustrate the application of paragraph 63swane that an entity has
outstanding 120 written put options on its ordinginares with an exercise price
of CU35. The average market price of its ordindmgres for the period is CU28.
In calculating diluted earnings per share, thetgrggsumes that it issued 150
shares at CU28 per share at the beginning of thimdodo satisfy its put
obligation of CU4,200. The difference between th® dEdinary shares issued
and the 120 ordinary shares received from satigfyihe put option (30
incremental ordinary shares) is added to the dematmi in calculating diluted
earnings per share.

Instruments of subsidiaries, joint ventures or
associates

Potential ordinary shares of a subsidiary, jei@hture or associate convertible
into either ordinary shares of the subsidiary, tj@@nture or associate, or ordinary
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A12

Al13

Al4

shares of the parent, venturer or investor (thertémm entity) are included in the
calculation of diluted earnings per share as foltows

(@) instruments issued by a subsidiary, joint ventr associate that enable
their holders to obtain ordinary shares of the ®liéngy, joint venture or
associate are included in calculating the dilutachiegs per share data of
the subsidiary, joint venture or associate. Thesmings per share are
then included in the reporting entity’'s earnings phare calculations
based on the reporting entity’s holding of the rmstents of the
subsidiary, joint venture or associate.

(b) instruments of a subsidiary, joint venture ssariate that are convertible
into the reporting entity’s ordinary shares are sidered among the
potential ordinary shares of the reporting entity the purpose of
calculating diluted earnings per share. Likewisptioms or warrants
issued by a subsidiary, joint venture or associat@urchase ordinary
shares of the reporting entity are considered antieagpotential ordinary
shares of the reporting entity in the calculatidnconsolidated diluted
earnings per share.

For the purpose of determining the earningsshare effect of instruments issued
by a reporting entity that are convertible intoinedty shares of a subsidiary, joint
venture or associate, the instruments are assumede tconverted and the
numerator (profit or loss attributable to ordinaguity holders of the parent
entity) adjusted as necessary in accordance withgpgph 33. In addition to

those adjustments, the numerator is adjusted fprchange in the profit or loss

recorded by the reporting entity (such as dividémcbme or equity method

income) that is attributable to the increase inrthmber of ordinary shares of the
subsidiary, joint venture or associate outstandisga result of the assumed
conversion. The denominator of the diluted earmipgr share calculation is not
affected because the number of ordinary shardseafeporting entity outstanding
would not change upon assumed conversion.

Participating equity instruments and two-class
ordinary shares

The equity of some entities includes:

(a) instruments that participate in dividends wittioary shares according to
a predetermined formula (for example, two for onebhwat times, an
upper limit on the extent of participation (for exale, up to, but not
beyond, a specified amount per share).

(b) a class of ordinary shares with a different diivid rate from that of
another class of ordinary shares but without pricgemior rights.

For the purpose of calculating diluted earnipgs share, conversion is assumed
for those instruments described in paragraph Al13 #re convertible into
ordinary shares if the effect is dilutive. For $koinstruments that are not
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convertible into a class of ordinary shares, prafitoss for the period is allocated
to the different classes of shares and particigatégguity instruments in

accordance with their dividend rights or other rigtat participate in undistributed
earnings. To calculate basic and diluted earnegshare:

(a) profit or loss attributable to ordinary equiitglders of the parent entity is
adjusted (a profit reduced and a loss increased)thgy amount of
dividends declared in the period for each classshudres and by the
contractual amount of dividends (or interest ontipiating bonds) that
must be paid for the period (for example, unpaichelative dividends).

(b) the remaining profit or loss is allocated todiamry shares and
participating equity instruments to the extent tbath instrument shares
in earnings as if all of the profit or loss for theriod had been distributed.
The total profit or loss allocated to each classeqtiity instrument is
determined by adding together the amount allocttedividends and the
amount allocated for a participation feature.

(c) the total amount of profit or loss allocated ¢ach class of equity
instrument is divided by the number of outstandimgruments to which
the earnings are allocated to determine the easnpeg share for the
instrument.

For the calculation of diluted earnings per shale potential ordinary shares
assumed to have been issued are included in odtstpardinary shares.

Partly paid shares

Where ordinary shares are issued but not fullid,pthey are treated in the
calculation of basic earnings per share as a fnaalf an ordinary share to the
extent that they were entitled to participate indiéwnds during the period relative
to a fully paid ordinary share.

To the extent that partly paid shares are nttleh to participate in dividends
during the period they are treated as the equivakwarrants or options in the
calculation of diluted earnings per share. Theaithgalance is assumed to
represent proceeds used to purchase ordinary sharee number of shares
included in diluted earnings per share is the diffiee between the number of
shares subscribed and the number of shares assaregurchased.
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Appendix B
Amendments to other pronouncements

The amendments in this appendix shall be appliea@riaual periods beginning on or
after 1 January 2005. If an entity applies thisu®tard for an earlier period, these
amendments shall be applied for that earlier period

*kkkk

The amendments contained in this appendix whenStaisdard was revised in 2003
have been incorporated into the relevant pronourer@spublished in this volume.
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