
SOLUTIONS TO EXERCISES

EXERCISE 16-16 
(a)
2,640,000 shares



Jan. 1, 2010–Sept. 30, 2010 (2,400,000 X 9/12)

1,800,000

Retroactive adjustment for share dividend

X       1.10


Jan. 1, 2010–Sept. 30, 2010, as adjusted

1,980,000



Oct. 1, 2010–Dec. 31, 2010 (2,640,000 X 3/12)

   660,000



2,640,000
Another way to view this transaction is that the 2,400,000 shares at the beginning of the year must be restated for the share dividend regardless of where in the year the share dividend occurs.

(b)
4,140,000 shares



Jan. 1, 2011–Mar. 31, 2011 (2,640,000 X 3/12)

660,000



Apr. 1, 2011–Dec. 31, 2011 (4,640,000 X 9/12)

3,480,000



4,140,000

(c)
8,280,000 shares



2011 weighted-average number of shares



    previously computed

4,140,000



Retroactive adjustment for share split

X            2



8,280,000

(d)
9,280,000 shares



Jan. 1, 2012–Mar. 31, 2012 (4,640,000 X 3/12)

1,160,000



Retroactive adjustment for share split

X           2


Jan. 1, 2012–Mar. 31, 2012, as adjusted

2,320,000



Apr. 1, 2012–Dec. 31, 2012 (9,280,000 X 9/12)

6,960,000



9,280,000


Another way to view this transaction is that the 4,640,000 shares at the beginning of the year must be restated for the share split regardless of where in the year the share split occurs.

EXERCISE 16-17
(a)

	Event
	Dates

Outstanding
	Shares

Outstanding
	Restatement
	Fraction

of Year
	Weighted

Shares

	Beginning balance
	Jan. 1–Feb. 1
	480,000
	1.2 X 3.0
	1/12
	144,000

	Issued shares
	Feb. 1–Mar. 1
	600,000
	1.2 X 3.0
	1/12
	180,000

	Share dividend
	Mar. 1–May 1
	720,000
	3.0
	2/12
	360,000

	Reacquired shares
	May 1–June 1
	620,000
	3.0
	1/12
	155,000

	Share split
	June 1–Oct. 1
	1,860,000
	
	4/12
	620,000

	Reissued shares
	Oct. 1–Dec. 31
	1,920,000
	
	3/12
	   480,000

	
Weighted-average number of shares outstanding
	
	1,939,000


	(b)
	Earnings Per Share =
	¥3,256,000,000 (Net Income)
	= ¥1,679.22

	
	
	1,939,000 (Weighted-Average Shares)
	


	(c)
	Earnings Per Share =
	¥3,256,000,000 – ¥900,000
	= ¥1,678.75

	
	
	1,939,000 
	


(d)
Income from continuing operationsa

¥         1,902.01


Loss from discontinued operationsb

             (222.80)


Net income

¥         1,679.21


aNet income


¥3,256,000,000


Add loss from discontinued operations


     432,000,000

Income from continuing operations


¥3,688,000,000
	¥3,688,000,000
	= ¥1,902.01

	1,939,000
	


	b¥ (432,000,000)
	= ¥ 222.80

	1,939,000
	


EXERCISE 16-18
	Event
	Dates              Outstanding
	Shares     Outstanding
	Fraction of Year
	Weighted Shares

	Beginning balance
	Jan. 1–May 1
	210,000
	4/12
	70,000

	Issued shares
	May 1–Oct. 31
	218,000
	6/12
	109,000

	Reacquired shares
	Oct. 31–Dec. 31
	204,000
	2/12
	  34,000

	Weighted-average number of shares outstanding
	213,000


Income per share before discontinued operations loss


($229,690 + $40,600 = $270,290;


$270,290 ÷ 213,000 shares)

$1.27

Discontinued operations loss per share, net of tax


($40,600 ÷ 213,000)

   (.19)

Net income per share ($229,690 ÷ 213,000)

$1.08
EXERCISE 16-19
	Event
	Dates

Outstanding
	Shares

Outstanding
	Restatement
	Fraction

of Year
	Weighted

Shares

	Beginning balance
	Jan. 1–May 1
	600,000
	2
	4/12
	400,000

	Issued shares
	May 1–Aug. 1
	900,000
	2
	3/12
	450,000

	Reacquired shares
	Aug. 1–Dec. 31
	750,000
	2
	5/12
	   625,000

	
Weighted-average number of shares outstanding
	1,475,000


Net income

¥2,200,000

Preference dividend (50,000 X ¥100 X 8%)

    (400,000)


¥1,800,000
	Net income applicable to ordinary shares
	=
	¥1,800,000
	= ¥1.22

	Weighted-average number of shares outstanding
	
	  1,475,000
	


EXERCISE 16-22 
	Event
	Dates Outstanding
	Shares Outstanding
	Fraction of Year
	Weighted Shares

	Beginning balance
	Jan. 1–April 1
	800,000
	3/12
	200,000

	Issued shares
	April 1–Oct. 1
	1,250,000
	6/12
	625,000

	Reacquired shares
	Oct. 1–Dec. 31
	1,140,000
	3/12
	  285,000


Weighted-average number of shares outstanding—

    unadjusted

1,110,000

Share dividend, 2/15/11

X       1.05
Weighted-average number of shares outstanding—adjusted

 1,165,500
Net income

$2,830,000

Preference dividend (280,000 X $50 X 7%)

   (980,000)





$1,850,000
Earnings per share for 2010:

	Net income applicable to ordinary shares
	=
	$1,850,000
	= $1.59

	Weighted-average number of ordinary shares outstanding
	
	  1,165,500
	


EXERCISE 16-24 
(a)
1.
Number of shares for basic earnings per share.

	Dates

Outstanding
	Shares

Outstanding
	Fraction

of Year
	Weighted

Shares

	Jan. 1–April 1
	800,000
	3/12
	200,000

	April 1–Dec. 1
	1,400,000
	9/12
	1,050,000

	
Weighted-average number of shares outstanding
	1,250,000



OR



Number of shares for basic earnings per share:




Initial issue of shares

  800,000 shares




April 1, 2011 issue (3/4 X 600,000)

   450,000 shares





Total

1,250,000 shares


2.
Number of shares for diluted earnings per share:

	Dates

Outstanding
	Shares

Outstanding
	Fraction

of Year
	Weighted

Shares

	Jan. 1–April 1
	800,000
	3/12
	200,000

	April 1–July 1
	1,400,000
	3/12
	350,000

	July 1–Dec. 31
	1,424,000*
	6/12
	   712,000

	
Weighted-average number of shares outstanding
	1,262,000




*1,400,000 + [(€600,000 ÷ 1,000) X 40]

(b)
1.
Earnings for basic earnings per share:




After-tax net income

€1,540,000

2.
Earnings for diluted earnings per share:




After-tax net income

€1,540,000




Add back interest on convertible




    bonds (net of tax):




Interest

€30,000





Less income taxes (40%)

  12,000
       18,000



Total

€1,558,000
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