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pre-determined price.  There is already some recognition of their effect on 
future cash flows by virtue of the requirements for diluted EPS figures.  
 
To separately record changes in the fair value of the optionality of the 
convertible note in the Statement of Changes in Equity would not add 
anything of value to a user of the accounts –particularly where the fair value of 
the convertible notes themselves is easily obtainable (e.g. quoted) – as the 
simple debt for equity swap has no effect on the total equity of the entity. 
 

3. Puttable Instruments 
 
There should be recognition in a conceptual framework that the accounting for 
an instrument in one entity (e.g. the issuer) should not necessarily constrain 
the accounting for that instrument in another entity (e.g. the holder).  For 
instance, the question of whether or not to bifurcate a puttable instrument 
might only be relevant to an issuer – an entity holding such an instrument that 
is quoted on a recognised securities exchange as an investment should be 
able to treat it as a single instrument at fair value. 
 
Similarly, if such an investment is treated by the entity holding it the same way 
as other equity investments and it is held for the same reasons, that entity 
should be able to treat it using the equity exemptions under AASB 9.  For 
example, the Hastings Diversified Utility Fund (HDF) instruments which gave 
the holder ownership interests in the assets of the stapled securities and 
which were quoted on the ASX should have been eligible for treatment under 
the equity exemption. 
 
This enables accounting treatment to be determined to a certain extent by the 
intention and business model of the entity (but not, I would suggest, merely by 
the type of entity, as different investment entities have different business 
models). As the IASB has already noted, such accounting determinations 
once made should in most case be irrevocable. 
 
 

4. Statement of Comprehensive Income 
 
The current differentiation between the P&L/Income Statement and Other 
Comprehensive Income is useful.  The P&L shows income (i.e. revenue) 
derived from assets and expenses incurred in deriving that income.  It should, 
as far as possible, reflect the ‘underlying profits’ of the entity (a term that is 
used by most listed companies, and was the subject of a paper by the AICD 
and Finsia in 2008). 
 
To combine the two statements would be misleading to most retail 
shareholders, as they would confuse the ‘total comprehensive income’ figure 
for the underlying profit figure. 
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