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2. Accounting Policies, continued

(d) Financial instruments, continued

Derecognition
Financial liabilities
The Credit Union derecognises a financial liability when its contractual obligations are discharged, 
cancelled or expire. The Credit Union also derecognises a financial liability when its terms are modified 
and the cash flows of the modified liability are substantially different, in which case, a new financial liability 
based on the modified terms is recognised at fair value.

On derecognition of a financial liability, the difference between the carrying amount extinguished and the 
consideration paid (including any non-cash assets transferred or liabilities assumed) is recognised in 
profit or loss.

Modifications of financial assets and liabilities
Financial assets
If the terms of a financial asset are modified, then the Credit Union evaluates whether the cash flows of 
the modified asset are substantially different. If the cash flows are substantially different, then the 
contractual rights to cash flows from the original asset are deemed to have expired. In this case, the 
original financial asset is derecognized and a new financial asset is recognized at fair value plus any 
eligible transaction costs.

If cash flows are modified when the borrower is in financial difficulties, then the objective of the 
modification is usually to maximize recovery of the original contractual terms rather than to originate a 
new asset with substantially different terms. If the Credit Union plans to modify a financial asset in a way 
that would result in forgiveness of cash flows, then it first considers whether a portion of the asset should 
be written off before the modification takes place.

If the modification of a financial asset measured at amortized cost or FVOCI does not result in
derecognition of the financial asset, then the Credit Union first recalculates the gross carrying amount of 
the financial asset using the original effective interest rate of the asset and recognizes the resulting 
adjustment as a modification gain or loss in the non-consolidated statement of income.

Offsetting
Financial assets and financial liabilities are offset and the net amount presented in the non-consolidated 
statement of financial position when, and only when, the Credit Union currently has a legally enforceable 
right to set off the amounts and it intends either to settle them on a net basis or to realise the asset and 
settle the liability simultaneously.


