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Indroduction 1

1 introduction

In IFRY accounting literature, three Standards deal with ihe accounting for
financial instraments.

@ 1AS 32 Financial Instruments: Presentation deals with the presentation
and classification of financial instruments as financial lHabilities or

equity, and sets out requirements regarding the offset of fRnancial

assets and financial Habilities in the statement of financial position.

¢ [AS 39 Finu

required in respect of fnancial instruments.

The definition of & financial rstrument s broad; & financial instrument is

defined as any contract that gives rise to a financial asset of one entity and

a financial Hability or equity instrument of ancther entiby. Trade receiva-
J R J

hles and oavables, bank loans and overdrafts, issued debt, ordinary and

preference shares, investments in securities {e.g, shares and bonds), and
varicus derivatives are just some examples of Fnanclal instruments. In
items that would

ned meet the definition of fnancial insiruments are specificaliy brought

addition, some contracts o buy and sell non-financis

jo™]




Financial instruments, 1AS 32, IAS 39 and TFRS 7 (%

within the scope of the financial instrumenis Standards on the basis that :  —
Ei‘;» ?\ehaw and are used in a similar way 0 financial instriments f‘:e@ 2.5 Financial instrument Within Within Within
HOW . scope of | scope of | scope of
This chapter explaing shich irene vms e o L T1AS 327 | IFRS 72 | 1A5397
. xprams which items that meet the definition of a financial et T csihaidiaries aeaee]s o e
}mtrum}eﬂt are scoped out of 1AS 32 and/or 1AS 39 and TFRS 7. The interests in subsidiaries, abeC’fa?E‘b Yos Yes Yes
detailed scope exclusions of IFRS 7 are discussed in m o \Tj e and joint ventures accounted for
section 2 of chapter C12, SR more detadt in in accordance with 1AS 39 as
- permitted by 1AS 27:38(b} or 1A5
Ihfi‘ SL(}P ing paragraphs of the three Standard & {LAD 32, TAS 39 and IFRS 7) 22000
differ slightly so that: ’ HeEe frivestments in equity securities Yes Yes Yes
U Franeial imete. {either as available-for-sale
) il:;?:g};? Pruments that ore scoped out of 1AS 32 are aiso scoped i:12t2§tmezats or at fair vafus
®  financial instruments that an entity jsapes o . . - througt Dmf.ﬁ or0s2) o . 5
ticipation fea.mm. are E%Ei;GL:}';t.:é f -;3 f&g% wiﬁ a}ﬁ.iscretmn? 'Y par Inv:{—rs‘;merﬁs w deb Esecuritics {as Yes es Yes
and are scoped oot (jf)ggig - t.%” Lh .L.,rl er i?.}\b 4 ﬁ'fsz{ffszcf. Contracts a\,iaajiaabie.‘.-—ﬁ"or—saﬁe Hwesfmenits, at
of IFRS 7 and 1!\5 é-? m(.e:e& i t} :u; ﬁ]h f;zmem-s e :mthm f%w Seope faiv value ihm?gh profit or toss,
of LAS 32 reoar‘déﬂgu ‘?11{; imit :: gfL C(imtfacm' he Tedmrements f_mam ond ;‘eceﬁwa{b fes or
equity instre ;1 D = i{! : ?iw een financial labilities and wd-to-maturity investments)
Fms wenis are not applicable; rade receivables and pavebles Yes Yes Yes
®  IAS 39 has some additional scope exciusions that go bevond the Finance lease receivables of a Yes Yes Not
scope exclusions in 1AS 32 (see section 3 below); and T _lessor S
* 1AS 3% excludes all instruments classified as equity from its scope Construction contract receivables No o he
whtfreas FRS 7 appears to exclude only those derivati »w (*w‘fe‘r ﬂff; that do not qualily as Lnancial
eqz.gt}»} puttable instruments and instriments that impmé ang, instruments and are accounted for
eniify an obligation to deliver a pro rata share of the net ii.;)c.(‘m_; ur lﬁ; under IAS 11 Construction
Hguidation that are classified as equity, making no refm‘ez‘x:; .i':': { j‘"a:sr Coniracts (see 2.7 below) I
r}{?mvde‘;fgvaﬁw instruments such as ordin ary ;i‘tares.. E"t al;mﬂl;gyﬁ Cash and cash equivalents Yes Yes Yes
this difference does not have any practical effoct {see 3.4 ’:e’m} ‘ Borrowings and other financial Yes Yes | Yes
g liabilities {2.g. preference shares
] 2  Financial instruments sc d.88 classified as financial labilities) B
32 IAS i opea G of IAS Derivatives {and non-closely Yes Yes Yes
“r » 39 and IFRS 7 : related embedded derivatives) N
Tpe following table summarises the scope of 1AS 32, 148 39 and IFRS 7 5 Derivatives over interests in Yes Yes Yes
with respect to finandial instruments only. ST A - Suhgidia‘"%ﬁ% d:“"i}héat@;;ind §Qj-ljf
e : venitures in individual financial
{ Financial instrument fr Within H!“—'i/\;emi;u;ﬁf_%gﬁz;w_j .ﬁ::;' taterents
| E scope of | inn i _ " = Derivatives over interasts in Yes Yeos Yes
f TG f ?F?Pe ob | scope of assoCiates and joint ventures in
P L IASS2? L TERS 77 | TAS 307 J - e 1 financial st At
| bnterests in subsidiaries, associates | N | L congalidales _man_cz.a”\'.; stat.@mffms
I and T0int vepbrme o L e i No I Ng ; Contracts over non-financial items Yes Yes Yes
| ARG joint ventures accounted for | | | L o
f! i ascordance with JAS 27{Z00R), %f ! f } ﬁ}?’_i a0 11?\& me?i the _?ur%-:hase;,
] IAS 28(2008), 148 33( 20083, TAS | E ! | ifkt or usage exemption in [AS
QU orias sy | | [ | -2 |




C2  Financial asseis

should make i E
SHRALUG maxe any classifications or designations concerni; i 1
E § concerning financ
ie a business combinatia
{mndzimm {e.g. contractual
EFALNG o 5 1o or
32008) applies Pi‘osPe{ttiii{;{lis{ba[{mmhﬁg
acquisiﬂ'f}ﬁ date is on or aﬁ‘;'j b
5 O er the

assets acquired or financial liabilities assuined in

i accordance with pertinent

ferms, SCONOMmE !
: policies) at that date. IFRe 4 3
usihess combinations for w .
begirning of the |
foquisition da : g of the first
period beginning on or after | Judy 2006 ’ |

conditions, acquirer’s op

hich the
annual reporting

6  Future developments

Financial lHabilities and

n Nevember 2009 the TASE issued IERS ¢ . Gn&entg

9 Finencial fustr

ASE Jornncu Instruments, The's
o e classitication and measurem e
HEiaatias! Instruments: Recoon it ' Mowsi
i, e It ients: {Qaagmfz{m arst Mensure
: i are discussed in this chapter. [FRS o §
beginning ¢ afte 13 W
Ht, ang on or after 1 January 2013 with early adoption ittod;
Howoever ot Py g e - >~ < ) Derimatiod:
» ;x &% in August 2011 the JASR issued an exposure draft Hp}/ éf'}?i“tf_dl 22
Mandatory Fffoctioe Diots 5 G proposed e the ffacti .
; atoryy Lffective Date of IFRS 9, wh ’ i
ﬂ,—:r - ‘3."' o SFT

mnual periods begic H{Ng on or atter 1 January 2615

Sy g Y 3
Standard ; eplaces the

a2 abfpedy :
s effective for annual periods o

i
IFRS 9 requires entit -
] > £ L T a7 ST ~ oo o PO 3 \‘
RS quires entities to classify financial assets as being sured. at
either amortised cost op tair value. Gain {fosse: et oot o

¢ f - Laing and Josses on

¢ cost ‘ : assels measured ak
fecognised either in profit or o

e e T 0l -
m i(‘;§:§”)‘<)z“ for certain investments in eqaiii\i(:’f: i‘r::}i;jj U ; thj O'ugh e
Ezr_fns%;"w ncome (“fair value through other mnﬂl . f‘("}-‘tti i e incomea i
ceteria for amortised cost .measz.n'ément '”isff o o 146 3.
greater focus on the entity s model §
assels arve classified ]

tair value are

L1 e Lo

mcome™ T e e
o o AV -

's business model | L(j IAb. ”%49 o that there is o -
smess model n deiermmmg how Sinancial s 87

Exe;ssuance of IFRS 9 in November 2009 rep o
e arst pnase of the IASE’ i .

ﬁmend;n)::;b;ﬁ; ;?: ;.A%?)s project ?{} ?e}viiace IAS 39,
endme FRS 9 have been made in October 24
C qb{ﬂficatzan and measurement of financial Hab;
the 1AS 29 requirements for meastirement a 'i)L :
Honinto IFRS e

Since then, further a1

}i—l{ .n.'ql. reiment E{ ] [0 i Gé e H?a [ FA S .. |
- e 3 ' |
r a2, ff‘,: 5 0 i\ 9 afe 8¢ bf_‘. 1{ -E(\‘ } f(ﬂfd 4 f} i -
E IR CH i f‘h HHH,J"J-[&. !E [\;; 9 R ?fi{-fx.{-fj Sl.t??“;s;!il {E — VC’]}I’}' e ".i V

67
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€3 Financial fiabitities and equity ? Principles of Hability/equity classification (3

9 Future developments R

9.1 Financial instrimenis with characteristics of equity 1 ' h”ﬁ_tfé}dﬂ@ii@n

. .
8.2 Own credit risk 192 1AS 32 Pinanciat [nstruments: Presenfalion requires an issuer of a financial
11 spament 1o classify the financial instrument, or its component parts, as a
fnancial Hiability or as egquity In accordance with the substance of the
contractual arrangement and the definitions of a fi nancial hability and an
.equatv instrument. The overriding principles are that when the issuer r does
not have an unconditonal right to avoid the obligation to deliver cash,
and when the contract does not, in substance, evi idence a residual interest
in the net assets of the issuer after deducting all of its Habilities, the
Dipstrument is not an equity instrument (see section 2 below).

| A more complex area, in respect of which the Standard provides addi-
. tional guidange, is the treatment of derivative and non-derivative <on-
tracts indexed to, or setted in, an entity’s own equity insttuments, The

" definitions of a financial asset and a financial Hability also inchude c‘eri‘am.
© coniracts on own equity and are applied to evaluate whether such con-
tracts ave, in substance, equity, financial liabilities or derivatives (deriva-
Hoescan be either financial assets or financial labilites). For example, a
writters put option on own shares that will be seitled, if the option is
exercised by the holder, by delivering cash in exchange for the entity’
own shares, is a financial Hability because the entity will have an uL;z.gd—
fop 10 deliver cash (see section 6 below).

This chapter addresses the application of the financial liability and equity
definitions to various types of financial instruments issued in practice and
contracts indexed to and settled in an entity’s own equity. It also indicates
ihe implications of classification as ecither debt, equity or a derivative for
the measurement of that contract or Hs component pazis.

2 Principles of habimyfeqmiy
classification

A financial instrument or its component paris should be classified upon
initial recognition as a financial Hability or an equity instrument according
& the substance of the contractizal armngemeni, rather than is legal form,
and the definitions of a financial liability and an equity instruement. [1AS
32:1% & 181 For some financial mszrumems, although their legal form may
be equity, the substance of the arrangements is that they are liabilities. A
pt‘ei"me‘nce share, for example, may ¢ J?'-;play either equity or lHability
characteristics depending on the substance of the rights attaching to it

The appropriate clasmﬁcaison as a financial lability, equity or a combina-
tion of both, is determined by the entity when the financial instrument is
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T3 Financial labilities and equity

e

mitially recognised and that classification is not generally changed subs
guently unless the terms of the instrument change. As exceptions to i
general principle, section 8 below discusses a number of cirey mstances in
which reclassification may be appropriate even though the terms of
instrument have not changed. In addition, when the specific requirements
for puttable instruments and instruments that contain an obligation tg
detiver a pro rata share of net assets at liquidation described in 2.1.2.1 and
2.1.3 respectively no fonger apply or star to apply, rec be
aAppropriate,

lassification iy

When classifying a financial instrument in consolidated financial state-
ments, an entity should consider all of the terms and conditions agreed
upon between members of the group and the holders of the nstrument.
For example, a financial instrument issued by a subsidiary could be
classified as equity in the subsidiary’s individual financial statements and
as & liability in the consolidated financial statements if another
entity has provided a g

Brou P

) . The
sualaniee 1o make payments o the holder of the oy
instrument. X

TAS 32 defines
[TAS 32:111

& financial Hability as any Hability that is:

The
{a}

@ contractual obligation:

&

to deliver cash or another financial asset to another entity {olg
payable); or

ok

(i1}

to exchange financial assets or finas
entity under conditions 1
entity {e.g.

roial labilities with another
1at are potentially unfavinrable to the
a financial option written by the

entiyy; or

(b} & contract that will or may be sefil

instriments and ie:

ed i the Sntiy's own equity

(i)

a non-derivative contract for which

t the entity is or may be
obliged to deliver a variable number of its gwn 2quity instry-
ments {e.g. an instrument that is »

the value of the carrying amount of the instrument); or

edeemable in own shares to

(i} a derivative contract YVET own equity that will or may be

settled other than by the exchange of a fixed amount of cash (or
another financial asset} for a fixed Aumber of the entity’s own
equity mstraments {e.g. a netshare settied written call over
own shares). For this PUpose, rights, options or warrants to
acquire a fixed number of the entily’s own equity instruments
for a fixed amount of ANY CUITeNCy are equity instruments if the
endity offers the rights, ophions or warrants Pro rata {o all of its

existing owners of the same class of its own

non-derivative

Principies of Hability/equity classification 3

equity instruments. Also for these _pm'pwsef, tf?ef eﬂfrz’cgy’i ;};?
s:-c;uity mstruments do not inz:i't.ide‘putfabga ffftén(:if‘lfo;:h,;ce
ments that are classified as equity msirz,.ungsqt:f .'m. aai Gr: Jﬁw
with paragraphs 16A and 165, instruments that mlﬂ;:vi:; ; ﬁhgr;
entity an obligation fo deliver o ans.‘)ﬁ'zer 'pa‘rty-é p%fa .:_Lil:n}l 3{‘
of the net assets of the entity only on .L{q‘t.udahoh' ;1 7‘,..;
classified as equity instruments in .acs:{)man_ce 1«71: ,.f ga;:{
graphs 16C and 16D, or instruments ihat am.cmn%:_.rg?ti ;Nt:.u:
future receipt or delivery of the entity’s own equity inst
Ments.

As an exception, an instrument that 3‘1‘18(:3?5 the difiﬁi:iirt‘ };)faézini:;
cial liability is classified as an eq-u:.ii‘y- mstrmmjﬁf i ;: ! z Ci %R,{ﬂ;
features and meets the conditions in paragraphs 164 and 168
paragraphs 16C and 16D,

s i £ Badd o 24 Acll s ; - L be [Py - 3 . ‘f -
1% homn o 1 | 2 1 b \V IV E A S LI b > A h.ﬂd.ﬁli.i ) =
oAl . 1Nandt l; 1 101t i) e rfﬁfﬁ 3 if-, tg“g T ) '1{ i g A

ok C Riolhfs Tesyes issued in October
SEMEDY contamed I Classification of Rights Issues issued in ;,a ; e
2009, The classification of rights issues is discussed in more detail 2
RAV S I P ban ok e
Lelow.

a ontract that represenis
Standard defines an equity instrument as any contract that represe
gkl daRn

E ntity after deducting all of ifs
residual interest in the assets of an entity after decucting 2
[ £~ 123 W rest in

liabilities,
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. Sy ReTtirs . eI sability ity classification O3
C3  Financial labilities and equity Principles of Hability/equity clas !

i ti sl mrd ig sy
sdemption exists and, therefore, the instrument includes, and is presented
e e s . 3 ; et ke jon toyr coriain nutable
liability. An exception to this principle apphies for cerfain pu;ﬁabm
aments and certain instruments that contain an obligation to deliver a

on as described in 2,121 and 2.1.3.

vo rata shave of net assets at liquidati

2.1 Contractual obligation to deliver cash or another _ o - T

financial asset Perpetual instruments provide the ?m}de;r with no I‘itj.fi-t 0 ,: 0 tire rede: i .
sion, However, the terms of such instruments often ;_egmreé the xemuir £
make coupon payments info perpetuity. A perpei'x.;iai .*._n:tsfcmmis'nt E”L."h.ﬁ}fl‘ a
‘mandatory coupen is a liability in its entirety because the whole of is
varar is derived from the stream of fuhire coupon payments.

The key feature in determining whether a financial instrument is a Hability
is the existence of a contractual obligation of one party {(the issuer) to
deliver cash or another financial asse

1o another party (the holder), or to
exchange financial assets or labilities under conditions that are potentially

mnfavourable. In contrast, in the case of an equity instrument {e.g. ordi-
nary shares) the right to receive cash in the form of dividends or other
distributions iz at the isstuer’s discretion and, therefore, thers is no obli ga-
Hon to deliver cash or another financial asset to the holder of the ingtris
ment. There is an exception to this vule for certain puttable instrumern;

and instruments with an obligation to deliver a pro rata share of netssets
only at liquidation {see 21.2.1 and 2.1.3 below).

ftems such as deferred revenue and warranty obligations reguire delivery
of goods or services rather than an obligation to deliver vash or another
financial asset and, therefore, are not financial Habilitizs, [IAS 32:AGH
Ubligations to pay tax, company registration ites and other similar
cnarges are obligations to pay cash. However, these are statutory rather
than contractual requirements and, therefore, they are not financial Habili-
ties. Similarly, constructive obligations (as defined in IAS 37 Provisions,
Contirgent Liabilities and Contingent Asseisy do not arise from contracts and
are noet financial Habilities. [TAS 32:AC12]

Miny fraditional debt instruments such as bonds and bank loans invelve
both mandatory redemption and mandatory interest payments.

Other instruments may require a mandatory distribution of a percentage
of the profits of an entity {to the extent that such profits are generated)
: N prandaado ) f ‘ | ; o e e
rather than a fraditional interest payment. Such an instrument meets the
def

delix

on of a liability because il is a contractual obligation of the issuer to

Liability characteristics are established in practice in a number of Ways, as

er cash or another financial asset to the holder, The issuer has no
demonsirated below.

discretion over paying out a percentage of its profits.
2.1.7  Mandatory redemption andior mandatory interest
payments

When an instrument requires mandatory redemption by the issuer for a
fixed or determinable amount, a contractual obligation to deliver cash at

106 107
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L3 Financial liabilities and equity

Principles of liability/equity classification €3

bev'a et gooebs i1y
ier i ' ‘ ata share of the entify’s net assels |
the hoider is entitled to a pro rata share o y

‘the event of the entity’s liquidation;

212 Puttable instruments

A puttable instrument is defined as a fnancial instrument that gives the
helder the right to put the instrument back to the issuer for cash or another
financial asset or that is automatically put back to the issuer on the
btearrence of an uncertain future event or the death or retivement of the
mstrument holder, [IAS 321

21.2.1  Puttable instruments presented as equity
Because puttable instruments contain a contractual obligaton for the
issuer to deliver cash or another financial asset to the nolder, such
instruments are generally classified as financial labilo

=s0 However, cep-
tain puttable instruments that meet specified criteria must be presented ag
equity. The criteria for equity classification are exte

i s that is s rdinate to ail
(b} the instrument is in the class of instruments that is subordinat

. o er classes of instrumments;
asive and restrictive. other classes « : :




U3 Financial liabilities and equity

Principles of Hability/equity classification {3

apart from the contractual obligation for the issuer to repurchase or
redeem the instrument for cash or another financial asset, the instru-
ment does not include any contractual obligation to deliver cash or
another financial asset to another entity, or to exchange financial
asaets or financial Habilities with another entity under conditions that
ate potentially unfavourable to the entity, and it is not a contract that
will or may be settied in the entity’s own equity nstruments as set
out in subparagraph (b of the definition of a financial ability; and

all financial instruments in the class of msiruments that is subordi-

nate to ali other classes of instruments have identical features, For
example, they must all be puttable, and the formula or other method
mjsed to calculate the repurchase or redemption price is the same for
all instruments in that class: \

fe}" the total expected cash flows attributable to the instrument over the
© 0 life of the instroment are based substantially on the profit or loss, the
change in the recogrised net assets or the change in the fair value of
the recognised and unrecognised net assets of the entity over the life
of the instrument {excluding any effects of the instrument}.

S Profit or loss and the change in the recognised net asse
measured in accordance with relevant IFRSs, [1AS 32:AGT4E

ta should bhe

]

For a puttable instrument to be classified as equity, in addition to meeting
the above criteria in IAS 32:16A, the issuer must have no other financial

instrument or condract that has:
[IAS 32:168]

{a} total cash flows based s antially on the profit or loss, the change

in the recognised net assets or the change in the fair value of the

recognised and unrecognised net assets of the eniity (excluding any

Fws

effects of such instrument or contracty; and

(b}  the effect of substantially restricting or fixing the residual return to
the puttable instrument holders.

1l




3 Finaneiat Habilities ang equity

itv classification  C3
— Principles of liability/equity classificat
e — ] B o, o £ T U’S}
o ith tofal cash flows based on a percentage of 1e
ST . . 1 v . " L o e witd ot oh
When applying IAS 32:16B(a) and (b, the issuer is not required to consig strument
nor-financial- contracts with a h

older of an nstrument described in
32:16A that have contractual ferimg and conditions that are

contractual terms and conditions of
OCeur befween g non-instrument hol

similar o
an equivalent contract that migh
der and the issuing entify. g

The application guidance
the Standard) brovides
Hons and arrangements

issued with JAS
guidance on haow

32 {which is an integral pary s
to determine whether transa,
were entered ingo by the instrument holder Othgr
than as an owner of the entity. The general principle is that a transaction ¢
arrangement between the instrument holder and the issuing entity wi
only be considered o have been entered into by the mstrument holder iy
fapacity other than as an owner if the cash flows and confractual term
and conditions of #

fie transaction or arrangement are similar o an equiva
lent transaction that might oecur between 4 non-instrument holder and th
issuing entity; in other words, the arran

SCMent must be similar to,
artangement that could have been entered intq with

A%

4 non-ownery,

If an instrument holder is also an eI

pioyee of the issuing entity, the cagh
flows payable to the instrument holder in his or her
employee are ignored because those cash flows
capacity as an owner. Simifarly, a profit- or loss-sha
allocates profit or loss to the instrament ho
rendered or businesg generated during the current
ArAngements with instrument as holders in
not be considered when
However, if the pro
based on the noms
to others in the
holders in the

capacity as ap
do not arise in their
ring arrangement that
tders on the basis of se

TViCs
Or prior veais are
@ non-owner role and chpgld
assessing the features listed in 1AS 32:14A.
fit- or f():;&ﬂh&ring arranigement aflocates Profit or loss
nal amount of the instrument holder’s s erest refative
clags, this wonld represend an Arrangement with the
it capacity as owners and should e considered when
applying 1AS 32:164. HAS 32:AG141

-t

i

IAS 32:AG140 rrovides a further example of
where some partners provide a guarantee nd are remurer-
ated for that guarantee, In dete € partners’ inferests in
the partnership ave identical, the Euarantee is ignored hecayse the
tee is not provided by the partners in their capacity

@ partnership structure
£ the enti ty a
rmining whether th

as equity, TAS 1 Presentation of
i ttable instrument is presented as equity, [AS
il Staton qui ‘ 7ing disclosures:
'Fz?zm:};frzf Statements vequires the following disclc
[TAS 1:136A]

glaran- '

fied as equity;

as owriers,

& . : a8
ntitative d about the amount class
summary guaniitative data abou

IAS 32.AG145 provides examples of some instr
that, when entered into on normal commercial erms with el
parties, ape unlikely to prevent instruments that other
criteria in 1AS 32:164 from being cf

f aging its obliga-
icies and processes for managing its ablig
the enlity’s oblectives, policies and processes : Bing i N
: e e nstruments when tequired to do 5
il e s . urchase or redeem the instruments T Teg
tion to repurchas >

B 2 E i b Lad VIS
[’,{{ 1 ilt z,.)

it zl ﬁ{i 5, i (h.lé Ny any {,.i 34 6‘35“3 L L e

I‘;‘. i;lm .L“)E]LU{C LY v & i

ated
wige meet the

assified as equity:

period;

{a} nstrumenis with

fotal cash fows substantially b
assets of the entity;

i epurchase of that class
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Financial labilities and equity

& nformation about how the expected
i

repurchase was determined.

When a puttable instrument is prese
to meet any of the criteria de
reclassify it from the date when the instiu
features or meet all of the conditions set
Hnancial Hability should be measured at the
date of reclassification with any difference
the equity instrument and the fair vatue of the financia

mstrument’s fair valie at the

of reclassification recognised in equity, Si
its issued non-puttable instruments and any puitable instruments that
femain outstanding have all of the features ar

in JAS 32164 & 16B, the entity should reclassify the putiable instruments

a5 equity instruments from the date when it redeems fhe non-puttable
instruments. The reclassification to equity should be at

the carrying
amount of the financial Hability at the date of reclassification. TIAS 32:16E
& 16F]

TAS 1 requires that when an entity reclassifies a puttable financial inatru-
ment between finarcial lisbilities and equity, it should disclose the amount
reclassified into and out of each category,

and the timing and reason for
that reclassification. HAS 1:80A()

Because the presentation of some puttable instr

wments as equity, rotner
than as financial

liabilities, is an exception to the principles in 145 32, the
Standard does not permit the extension of this amendment o

bie clagsifi-
cation of non-controlling interests in the consolidated financi statements,
Therefore, puttable instrumen

s presented as equity in the separate or
ndividual financial statements that represent non-ogni ol
the consolidated financial sta terments are classified
the consolidated financial statements.

ting interests in
asfinancial Habilities in

cash outflow on redemption op

nted as equity, but szz’bs&-‘i}uﬁ‘nféy fails
ailed in JAS 32:16A & 168, the entity should :
nent ceases to have all of the
out in those paragraphs, The -

petween the carrying amount of |
ial Hability at the date |

milarly, if an entity redeems all of -
¥ 3

wl meet all of the conditions _

Principles of labitity/equity classification (3

: " RIS N ‘?"4‘
12.1.2.2  Pubtable instruments presented as financial Z;abzi’z;z@

A puttable instrument that does not meet the d.e'fmm.ozz. of e:%mi:y a&i
 ~3 coeiped in 2.1.2.1 above will be classified either wholly as a financla
descsie i [ g m.- R . ase of an instrument that is
Yanility, or partly as a financial liability in the case of an instrument the

: o ir o L o ial
: i ins nerd (e instriment consists partly of a fnancial
& compound nstrument {i.e the instrument cor partiy

i { ity compones sidering whether an
Hability and parily an eguity component). In considering

o i iahbility o 1457 = sty st M st apoiy the
instrument is a financial Hability or equily, an entity must tirst apph

criteria in section 2.1L.2.1 to determine whether the instrument is equity. If
o P Lo v LR > A owdoma 4L :

it is not, this section is relevant.

The fact that the contractual put right in a pu?tabi@ int:,i'mmfm i:@mh;
tional upon the holder exercising its r;giﬁﬂo require Tednmpdun ;}f ;:t
negate the existence of & financial }‘1ab1%‘aty, ?ecau&i the ;&ms\,r (;{)U: ki
have the unconditional right to avoid delivering cash or .amaiher ,ﬁﬁaﬂ‘t‘ii
asset. [LAS 32:19(b)} An obligation is not negated if the} m:;ut;mmszs;ﬂ: g;;;gz
the holder the right to a residual interest inn. the gsseti :){ c'i"je\z_’ssm%r ps 15 the
case, for example, for a andt in a mutual fund. [1AS 32:18(6}

;
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