
Corporate reporting income 
Earnings per share 
Retained earnings 

 
Objectives 
 
Explain the form and content of a comprehensive 
corporate income statement 
 
Describe and account for share dividends, share splits 
and retirement of shares. 
 
Compute earnings per share and describe its use. 
 
Explain the items reported in retained earnings. 
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The basic corporate income statement shows the 
revenues, expenses, and income generated by the 
company’s continuing operations. 
 

 
 
When a company’s activities include income-related 
events that are not part of a company’s continuing, 
normal operations, the income statements needs to be 
expanded to include different sections to provide 
more useful information to users.  
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Discontinued operations 

1. the gain or loss from selling or closing down a 
segment, and 

2. the income from operating the discontinued 
segment prior to its disposal. 
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Extraordinary items 
 
The CICA handbook identifies extraordinary gains 
and losses as items that have all of the following 
three characteristics: 
 

• They are not expected to occur frequently over 
several years. 

• They do not typify the normal business activities 
of the entity, and 

• They do not depend primarily on decisions or 
determinations by management or owners. 

 
The list of items usually considered extraordinary 
include: 

• Expropriation of property 

• Condemning of property  

• Prohibition against using an asset 

• Losses or gains from an unusual and infrequent 
calamity. 
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Examples of items not considered extraordinary: 

• Write-downs of inventories 

• Write-offs of receivables 

• Gains or losses from exchanging foreign 
currencies. 

• Effects of labour strikes 

• Accrual adjustments on long-term contracts 

• Sale of equipment. 
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Additional share transactions 
 
Share dividends 
 
Share dividend = stock dividend: where a company 
distributes additional shares to its shareholders 
without receiving any payment in return.  
 
Reasons for share dividends 
 

 

1 

2 

3
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Dec. 31 Retained earnings 

   Common shares    
dividends distributable 

15 000 
 

15 000 
 To record declaration of a 

share dividend of 1 000 
common shares 
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Share splits 
 
A share split is the distribution  of additional shares 
to shareholders according to their percent ownership.  
 
Splits can be done in any ratio including two-for-one, 
three-for-one, or higher.  
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Repurchase of shares 
 
Shares can be repurchased and then retired; 
 
Retiring shares 
 
May 1 Common shares 

    Cash 
Purchased and retired 1 
000 common shares equal 
to the average issue price: 
$12 x 1 000 shares 

12 000 
12 000 
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i.e. 
June 1 Common shares 

   Cash 
    Contributed capital 
from retirement of 
common shares 
 
Purchased and retired 500 
common shares at less 
than the average issue 
price: 
$12 x 500 shares = $ 6 
000; $11 x 500 shares = 
$5,500 

6000 
5 500 

 
 

500 
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Demonstration problem 
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Solution Part 1 
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Part II 

 



corporate reporting : chapter 16 15

Earnings per share 
 
Earnings per share, also called net income per share, 
is the amount of income earned by each share of a 
company’s outstanding common shares. 
 
earnings per share = net income – preferred dividends 
       weighted-average common shares 
 
When there is no change in common shares 
outstanding 
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When there are changes in common shares 
outstanding. 
 
The number of shares outstanding can change 
because of : 

• The issuance of additional shares 

• Share dividends 

• Share splits, and/or 

• Retirement of shares 
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When shares are sold or purchased in the period 
 

 
 

 
 



corporate reporting : chapter 16 18

When shares are split during the period 
 

 
 
When a share dividend is paid 
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Problem 

 



corporate reporting : chapter 16 20

 


