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Redeemable preference 
shares

Fixed redemption date Financial liability

Redeemable on request by 
the holder

Financial liability initially

Redeemable at the 
discretion of the issuer

Has issuer formally 
informed holder of 

intention to redeem?

Yes Financial liability

No Equity

Redeemable at the 
discretion of the issuer BUT 

option for holder to 
convert to ordinary shares

Conversion option to 
variable amount of 

ordinary shares so that FV 
at conversion=issue price of 

preference share

Financial liability with 
equity component

Conversion option to fixed 
amount of ordinary shares

Equity instrument with 
liability component
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