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Abstract
Composite financial instruments, i.e. instruments that have both debt and equity
characteristics, have challenged accounting standard setters for decades. The developed
principles for distinguishing debts and ownership rights and the application of these
principles in Accounting Standard No. 36 have been widely used. The effects of accounting
classification requirements on the method of financial choices of the company and on the
decision-making of users have been investigated in order to examine the question of whether
the distinction between compound financial instruments is important. Some studies show that
the requirements of accounting standards affect the choice of companies regarding the
structure and financing tools. Other studies consider the impact of classification on investors'
decision making. Four approaches are then discussed that standard setters can use in further
work on this topic and then this discussion is related to current work to determine how well
current approaches address the problems that have been documented. It was concluded that
the current work has the potential to improve the application of Standard 36 through
presentation and disclosure, but issues of judgment and estimates in valuation will remain.
Keywords
Compound financial instrument, accounting standard 36, compound financial instrument
approach
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