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Accounting Practices of “Distinguishing between
Liabilities and Equity”: Focus on Presentation
of Non-controlling Interest in Consolidated Balance
Sheet of Japanese Company

Mayuri ISHIDA

Abstract

This paper analyses an unsolved problem of the distinction between liabilities and equity under cur-
rent accounting praxis in Japan.

Both of the FASB/IASB has attempted to solve this classification problem, and published the results
of the project as a publication, but clear standards and approaches to distinguish liabilities and equity
is not yet. The focus of this problem is “hybrid financial instruments (hybrid bonds)”, which generally
combine both debt and equity characteristics. This problem has been dealt with in FASB and IASB for
many years; that is Project’ on distinguishing liabilities and equity. In this project it is primary issue to
development criteria for a classification into liabilities or equity, dissolution of the component and the way
of accounting treatment.

Keywords: liabilities and equity, hybrid financial instruments (hybrid bonds), financial instruments with
characteristics of equity, minority interest, consolidated balance sheet, presentation
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