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Both International Financial Reporting Standards (IFRSs) and Canadian GAAP are principle 
based frameworks, and from a conceptual standpoint, many of the general principles are 
the same.  However, the application of those general principles in IFRS can be significantly 
different from Canadian GAAP.  Therefore, to understand the magnitude of the differences 
between the two, it is essential to look beyond the general principles and look at the 
detailed guidance provided in the standards.  This is our twenty first issue in a series of 
publications, which will provide detailed information on the key differences between IFRS 
and Canadian GAAP with respect to Earnings per Share (EPS) information.

In this issue the focus will be on the determination and presentation of EPS including: 

•	 Scope;

•	 Basic Earnings per Share (Basic EPS);

•	 Diluted Earnings per Share (Diluted EPS);

•	 Retrospective Adjustments; and

•	 Presentation and Disclosure

Be advised that this publication is a guide to the differences between IFRS and Canadian 
GAAP and is not meant to be a comprehensive manual.  Please contact a BDO Canada LLP 
representative for speci�c details and information.

References
IFRS: IAS 33 Earnings per Share 
Canadian GAAP: Section 3500 Earnings per Share 

www.bdo.ca
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Scope 

EPS information is presented under Canadian GAAP and IFRS where shares or potential shares are traded in a public market (a domestic or 
a foreign stock exchange or in an over-the-counter market, including local and regional markets) or made a filing or is in the process of filing 
with a securities commission in preparation for the sale of those securities in a public market.  

Both standards also contemplate that other entities may voluntarily present EPS information in their financial statements. 

Basic Earnings per Share (Basic EPS)

Both Canadian GAAP and IFRS calculate Basic EPS by dividing profit or loss (the numerator) by the weighted average number of common / 
ordinary shares outstanding (the denominator) during the period.

Canadian GAAP IFRS
Canadian GAAP refers to common shares, potential common 
shares and senior equity instruments (preferred shares and other 
financial instruments that provide their holders with claims on 
earnings prior to those of the common shareholders, and are 
classified as equity).

IFRS refers to ordinary shares and potential ordinary shares. 

Basic EPS data are calculated for:

•	 Income or loss before discontinued operations and 
extraordinary items; and

•	 Net income or loss

Basic EPS data are calculated for: 

•	 Profit or loss attributable to ordinary equity holders of the 
parent entity; and

•	 Profit or loss from continuing operations attributable to those 
equity holders (if presented)

There is no concept of extraordinary items under IFRS.

The numerator is income available to common shareholders.  

This is calculated by adjusting i) income before discontinued 
operations and extraordinary items and ii) net income for returns 
on senior equity instruments. 

Examples are:

a.	 Dividends on preferred shares presented as equity instruments;

b.	 Taxes related to dividends on preferred shares presented as 
equity instruments, net of related tax recoveries;

c.	 Returns on other senior equity instruments that are charged to 
retained earnings, net of related tax recoveries; and

d.	 Losses on settlement of senior equity instruments

The numerator is profit or loss attributable to ordinary equity 
holders.

This is calculated by adjusting profit or loss from continuing 
operations or attributable to the parent entity for all expenses, 
taxes, minority interests and the after-tax amounts of preference 
dividends, differences arising on the settlement of preference 
shares, and other similar effects of preference shares classified as 
equity.

Any original issue discount or premium on increasing rate preference 
shares (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) is amortized to 
retained earnings using the effective interest method and treated as 
a preference dividend for the purposes of calculating EPS.

IFRS includes detailed guidance to assist entities in determining 
when shares are to be included in the weighted average calculation. 

As a general rule of thumb this is usually from the date 
consideration is receivable (the date of issue).  However, the 
determination needs to be made in line with any specific terms and 
conditions attached to their issue (i.e. the substance of any contract 
associated with the issue needs to be considered). 

Ordinary shares that will be issued upon the conversion of a 
mandatorily convertible instrument are included in the calculation 
of basic EPS from the date the contract is entered into.
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Diluted Earnings per Share (EPS)

Both Canadian GAAP and IFRS calculate diluted EPS by adjusting basic earnings and the weighted average number of ordinary shares to give 
effect to all dilutive potential ordinary shares that were outstanding during the period. Differences arise with respect to:

Canadian GAAP IFRS
Diluted EPS data is calculated for:

•	 Income or loss before discontinued operations and 
extraordinary items; and

•	 Net income or loss

Diluted EPS data are calculated for: 

•	 Profit or loss attributable to ordinary equity holders of the 
parent entity; and

•	 Profit or loss from continuing operations attributable to those 
equity holders (if presented)

There is no concept of extraordinary items under IFRS.

Dilutive potential ordinary shares are deemed to have been 
converted into ordinary shares at the beginning of the period or, if 
later, the date of the issuance of the potential ordinary shares.

Specific guidance is provided for where a  subsidiary, joint venture or 
associate issues potential ordinary shares to parties other than the 
parent, venturer or investor that are convertible into either ordinary 
shares of the subsidiary, joint venture or associate, or ordinary shares 
of the parent, venturer or investor (the reporting entity). 

In this case if the potential ordinary shares have a dilutive effect 
on the basic EPS of the reporting entity, they are included in the 
calculation of diluted EPS.

The number of incremental shares included in interim diluted EPS is 
computed using the average market price during the interim period. 

For year-to-date diluted EPS, the number of incremental shares 
to be included in the denominator is determined by computing a 
year-to-date weighted average of the number of incremental shares 
included in each interim diluted EPS computation. 

However, when there is a year-to-date loss before discontinued 
operations and extraordinary items, potential common shares 
are not included in the computation of year-to-date diluted EPS, 
even though they may have been included in the diluted EPS 
computations for interim periods within the year to date, because 
to do so would be anti-dilutive. 

Dilutive potential ordinary shares are determined independently for 
each period presented. 

The number of dilutive potential ordinary shares included in the 
year-to-date period is not a weighted average of the dilutive 
potential ordinary shares included in each interim computation.

Convertible Securities
The dilutive effect of convertible securities should be reflected in diluted 
EPS by application of the “if-converted” method.  Under this method:

a.	 Returns on convertible senior equity instruments should be 
added back to the numerator (or deducted if applicable);

b.	 Income charges applicable to convertible financial liabilities 
should be added back to the numerator;

c.	 The numerator should be adjusted for any non-discretionary 
changes in income or loss that would result from the assumed 
conversion of the dilutive convertible securities referred to in (a) and 
(b), such as profit sharing expenses or royalty agreement’s expenses;

d.	 The numerator should be adjusted for the income tax effect of 
items (a), (b) and (c); and

e.	 The convertible securities should be assumed to have been converted 
at the beginning of the period (or at time of issuance, if later), and the 
resulting common shares should be included in the denominator

Like Canadian GAAP the dilutive effect of convertible instruments is 
reflected in diluted EPS by making a general dilution adjustment to 
earnings (e.g. the after-tax effects of dividends and interest charged 
in relation to dilutive potential ordinary shares and for any other 
changes in income that would result from the conversion of the 
potential ordinary shares). 
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Canadian GAAP IFRS
Options and Warrants
The dilutive effect of outstanding call options and warrants 
and their equivalents issued by the reporting enterprise should 
be reflected in diluted EPS by application of the treasury stock 
method.

Under the treasury stock method:

a.	 Exercise of options, warrants and their equivalents should be 
assumed at the beginning of the period (or at time of issuance, 
if later) and common shares should be assumed to be issued;

b.	 The proceeds from exercise should be assumed to be used to 
purchase common shares at the average weekly or monthly 
market price during the period; and

c.	 The incremental shares (the difference between the number 
of shares assumed issued and the number of shares assumed 
purchased) should be included in the denominator of the 
diluted EPS computation

In determining the diluted EPS an entity assumes the exercise of 
dilutive options and warrants of the entity. 

The assumed proceeds from these instruments are regarded as 
having been received from the issue of ordinary shares at the 
average market price of ordinary shares during the period. 

Any difference between the number of ordinary shares issued and 
the number of ordinary shares that would have been issued at the 
average market price of ordinary shares during the period is treated 
as an issue of ordinary shares for no consideration.

Contingently Issuable Shares
The requirements for Canadian GAAP and IFRS are very similar with 
respect to contingently issuable shares.  However, for Canadian 
GAAP the year-to-date computation related to contingently 
issuable shares include the shares on a weighted average basis. 

They are weighted for the interim periods in which they were 
included in the computation of diluted EPS. 

However, contingently issuable shares that were excluded from an 
interim period diluted EPS computation only because there was 
a loss before discontinued operations and extraordinary items for 
that period are included in the year-to-date computation unless the 
effect is anti-dilutive.

Contracts that may be Settled in Ordinary Shares or Cash.

For contracts that may be settled in common shares or in cash 
at the issuer’s option, the determination of how to reflect that 
contract in the computation of diluted EPS should be based on the 
facts available each period and:

a.	 Presume that the contract will be settled in common shares, 
and the resulting potential common shares should be included 
in diluted EPS if the effect is dilutive; and

b.	 When that contract is presented as a liability or has both 
an equity component and a liability component, adjust the 
numerator for any changes in income or loss that would have 
resulted if the contract had been classified wholly as an equity 
instrument during the period.

The presumption that such a contract will be settled in common 
shares, may be overcome if past experience or a stated policy 
provides a reasonable basis to believe that the contract will be paid 
partially or wholly in cash. 

In such circumstances, if this contract is presented as an equity 
instrument or has both an equity component and a liability 
component, the numerator should be adjusted for any changes in 
income or loss that would have resulted if the contract had been 
classified wholly as a financial liability. 

When an entity has issued a contract that may be settled in 
ordinary shares or cash at the entity’s option, the entity shall 
presume that the contract will be settled in ordinary shares, and the 
resulting potential ordinary shares shall be included in diluted EPS if 
the effect is dilutive (similar to Canadian GAAP).

However, when the contract is presented as a liability, or has an 
equity component and a liability component, an entity is required 
to adjust the numerator for any changes in profit or loss that would 
have resulted during the period if the contract had been classified 
wholly as an equity instrument.

There is no reference to using past experience or a stated policy 
to provide a reasonable basis to believe that the contract will be 
paid partially or wholly in cash and therefore adjust as if this were a 
financial liability. 
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Retrospective Adjustments 

The retrospective adjustment requirements in accordance with Canadian GAAP and IFRS are very similar.  For example, if the number of 
ordinary or potential ordinary shares outstanding increases as a result of a capitalization, bonus issue or share split, or decreases as a result 
of a reverse share split, the calculation of basic and diluted EPS for all periods presented shall be adjusted retrospectively. 

If any of these types of changes occur after the reporting period, but before the financial statements are authorized for issue, the per share 
calculations for those and any prior period financial statements presented is based on the new number of shares. 

In addition, basic and diluted EPS of all periods presented shall be adjusted for the effects of errors and adjustments resulting from changes 
in accounting policies accounted for retrospectively.  The effect of the restatement, expressed in per share terms, should be disclosed in the 
period of the restatement

Presentation and Disclosure

Canadian GAAP IFRS
Non-consolidated financial statements are not permitted to be 
presented.  In consolidated financial statements the EPS data needs 
to be presented on the basis of consolidated information.

When both consolidated financial statements and separate 
financial statements are presented, the EPS disclosures need to be 
presented only on the basis of the consolidated information. 

However, when an entity chooses to disclose EPS based on its 
separate financial statements, the EPS information is presented 
only in its separate statement of comprehensive income. 

EPS information related to separate financial statements is not 
permitted in the consolidated financial statements.

If an entity presents the components of profit or loss in a separate 
income statement rather than a single statement of comprehensive 
income, it presents EPS only in that separate income statement.

Entities without potential common shares outstanding, present 
basic EPS amounts for: 

•	 Income or loss before discontinued operations and 
extraordinary items; and 

•	 Net income or loss on the face of the income statement

Other entities are required to present basic and diluted EPS 
amounts for: 

•	 Income or loss before discontinued operations and 
extraordinary items; and 

•	 For net income or loss on the face of the income statement 
with equal prominence 

Presentation of both basic EPS and diluted EPS amounts are 
required regardless of the difference between the two amounts.

The statement of comprehensive income presents basic and diluted 
EPS for each period 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 holders of 
the parent entity for the period 

Basic and diluted EPS are required to be presented with equal 
prominence for all periods presented.

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

When presenting a discontinued operation or an extraordinary item 
in a period, basic and diluted EPS amounts are permitted to be 
disclosed either on the face of the income statement or in the notes 
to the financial statements.

An entity that reports a discontinued operation discloses the basic 
and diluted EPS amounts either in the statement of comprehensive 
income or in the notes.

There is no concept of extraordinary items under IFRS.

Specific guidance is included for financial instruments and other contracts 
generating potential ordinary shares as these may include terms and 
conditions that affect the measurement of basic and diluted EPS. 

These terms and conditions may determine whether any potential 
ordinary shares are dilutive and, if so, the effect on the weighted 
average number of shares outstanding and any consequent 
adjustments to profit or loss attributable to ordinary equity holders. 

The disclosure of the terms and conditions of such financial instruments 
and other contracts is encouraged, if not otherwise required.
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Canadian GAAP IFRS
Disclosure of EPS income amounts other than those required by 
this Section 3500 is permitted only when required by that standard 
or when required or permitted by another Section.

Therefore, adjusted basic and diluted EPS based on alternative 
measures of earnings or cash flows generally are not permitted 
to be disclosed and explained, even in the notes to the financial 
statements, unless permitted or required under a specific standard.

An entity is permitted to disclose amounts per share other than 
profit or loss from continuing operations, discontinued operations, 
and net profit or loss EPS. 

If an entity discloses amounts per share using a reported 
component of the statement of comprehensive income (e.g. 
restructuring provisions), such amounts shall be calculated using 
the weighted average number of ordinary shares determined in 
accordance with EPS guidance.  Basic and diluted amounts per 
share relating to such a component shall be disclosed with equal 
prominence and presented in the notes. 

An entity must indicate the basis on which the numerator(s) is / are 
determined, including whether amounts per share are before tax or 
after tax. 

If a component of the statement of comprehensive income 
is used that is not reported as a line item in the statement of 
comprehensive income, reconciliation is required to be provided 
between the component / amount used and a line item that is 
reported in the statement of comprehensive income.

First Time Adoption of IFRS 

Under IFRS 1 there are no optional or mandatory exemptions that directly relate to the determination or presentation of EPS.  However, 
various differences between IFRS and Canadian GAAP may result in a different earnings amount, which is used as a basis for EPS calculations. 

For further details on first time adoption issues and exemptions, please refer to the publication IFRS 1 – In a Canadian Context:  

http://www.bdo.ca/library/publications/ifrs/documents/IFRS1.pdf

The Future of EPS under IFRS

The International Accounting Standards Board (IASB) has a project on its workplan to simplify and converge the calculation of EPS according 
to IAS 33 Earnings per Share and SFAS No. 128 Earnings per Share.

An Exposure Draft was issued in August 2008, however, in light of other priority projects the IASB delayed the review of the comments 
received. 

Conclusion

In general, the principles relating to Earnings per Share under Canadian GAAP and IFRS have a lot of similarities.  However, when looking at 
the details of each standard there are also some significant differences which an entity needs to be aware of and needs to determine whether 
these differences will have an impact on the way EPS are determined or presented upon moving to IFRS.

If you require further guidance on EPS under IFRS or any other IFRS information or reference sources, please contact your local BDO Canada 
office or visit www.bdo.ca/ifrs.

The information in this publication is current as of July 28th, 2010.
This publication has been carefully prepared, but it has been written in general terms and should be seen as broad guidance only. The publication cannot be relied upon to cover specific situations and 
you should not act, or refrain from acting, upon the information contained therein without obtaining specific professional advice. Please contact BDO Canada LLP to discuss these matters in the context 
of your particular circumstances. BDO Canada LLP, its partners, employees and agents do not accept or assume any liability or duty of care for any loss arising from any action taken or not taken by 
anyone in reliance on the information in this publication or for any decision based on it.
BDO Canada LLP, a Canadian limited liability partnership, is a member of BDO International Limited, a UK company limited by guarantee, and forms part of the international BDO network of 
independent member firms. BDO is the brand name for the BDO network and for each of the BDO Member Firms.


