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This document is prepared based on Standards issued by the International Accounting Standards Board and 
interpretations that exist as of October 2016. As the Standard is still new, interpretations/views are continuously 
evolving and if such interpretations change from those documented in this toolkit, the contents of the toolkit may 
need to be updated. 
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1 .  I n T R o d u C T I o n

1.1  Background

In the fall of 2015, Canada’s credit unions embarked on a system-wide initiative to assist credit unions and Centrals 
to prepare for the transition to IFRS 9 including amended disclosures required under IFRS 7. The project was led by 
a Steering Committee of volunteer Central and credit union representatives supported by three Working Groups. 
The objective of the Working Groups was to identify IFRS 9 implementation issues relevant to credit unions and then 
develop practical approaches to address the identified issues. Working Groups were established for Classification and 
Measurement, Hedge Accounting and Impairment. KPMG assisted the Working Group discussions by providing technical 
accounting knowledge and emerging technical interpretation issues, industry knowledge and global interpretation insights. 

Any conclusions reached and interpretations provided regarding credit union or Central specific financial assets 
and business models represent the views and conclusions of the Working Groups. 

This Toolkit focuses on the insights from all three Working Groups.

1.2  Purpose of the ifRs 9 transition toolkit

KPMG has prepared this IFRS 9 Transition Toolkit to assist credit unions in transitioning to the new requirements 
under IFRS 9 Financial Instruments and consequential amendments to other IFRSs (together, IFRS 9). This IFRS 9 
Transition Toolkit (the Toolkit) sets out the key transition considerations for adopting IFRS 9, Financial Instruments 
(issued July 2014) (IFRS 9 or IFRS 9 (2014)). The changes in IFRS 9 also resulted in amendments to the disclosure 
requirements of IFRS 7, Financial Instrument Disclosures (IFRS 7). The Illustrative disclosures appended to this Toolkit 
illustrates, by way of example primary statements and notes, how a credit union could prepare its annual financial 
statements to meet the transitional and the new (ongoing) disclosure requirements of IFRS 7 as amended for IFRS 9. 

This Toolkit also identifies some key reminders for a credit union to consider as it implements the new 
accounting and disclosure requirements. 

This Toolkit contains information that is up to date as of March 2017. As credit unions gain more experience with 
IFRS 9, new challenges and insights may emerge and the practices adopted by credit unions may evolve. Credit 
unions should stay abreast of these developments and consider the impact on their financial statements.

All credit unions are reminded that the Toolkit is not a substitute for individual credit unions applying the new 
accounting and disclosure requirements under IFRS 9 to their financial instruments. Rather, the Toolkit is 
intended to assist by identifying key considerations in the implementation of the new accounting and disclosure 
requirements. Credit unions should carefully consider the impact of the new accounting and disclosure 
requirements based on the specific financial instruments that they hold.

1.3  Materiality

Credit unions should consider the concept of materiality in their application of IFRS 9. The materiality of 
portfolios and exposures and the related risks of material misstatement therefore will also be a factor in 
management’s selection of methodologies and approaches to a high quality implementation of IFRS 9.  However, 
credit unions should be careful that this should not result in individual exposures or portfolios being considered 
immaterial if cumulatively they represent a material exposure.

InTRoduCTIon
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2 .  e F F e C T I v e  d a T e  a n d  T R a n S I T I o n  -  o v e R v I e w 

IFRS 9 has been published in stages and a number of versions are in existence. IFRS 9 (2014) supersedes IFRS 9 
(2009), IFRS 9 (2010) and IFRS 9 (2013). There was a limited period of time in which credit unions could elect to 
early adopt these earlier versions of IFRS 9. As credit unions in Canada did not early adopt the earlier versions of 
IFRS 9, this Toolkit only considers the transition requirements for credit unions that adopt IFRS 9 (2014) without 
having adopted earlier versions of IFRS 9.

•	 Credit unions are required to apply IFRS 9 (2014) for annual periods beginning on or after January 1, 2018. 
Earlier application is permitted.

In 2015, the Credit Union Prudential Supervisors Association (“CUPSA”) approved the creation of an IFRS 
Standing Committee to examine the impacts of IFRS changes on the credit union system or CUPSA member 
organizations. The IFRS Standing Committee has determined that credit unions should not early adopt IFRS 
9 and each provincial jurisdiction would issue corresponding regulatory guidance to their regulated credit 
unions. For example, on November 2, 2015 the British Columbia Financial Institutions Commission (FICOM) 
issued regulatory guidance to British Columbia credit unions to not early adopt IFRS 9. 

•	 When a credit union first applies IFRS 9, it may elect to continue to apply the hedge accounting requirements 
of IAS 39 instead of IFRS 9 until the IASB’s project on accounting for dynamic risk management is completed.

•	 Prior to the mandatory adoption of IFRS 9 in 2018, a credit union may elect to early adopt only the 
accounting for financial liabilities that it has elected to measure under the FVTPL option, without applying any 
of the other requirements in IFRS 9. Gains and losses on these liabilities resulting from changes in a credit 
union’s own credit risk would then generally be recognized in OCI.

•	 The following is an overview of the transition requirements under IFRS 9 (2014). There are exceptions from 
these general principles, which are further explained in this Toolkit:

effective date: Annual periods beginning on or after 1 January 2018.

transition for classification and 
measurement, including impairment:

Generally retrospective, but with significant exemptions.

transition for hedge accounting: Generally prospective, but with limited exceptions.

Comparatives: No requirement to restate except in limited circumstances related 
to hedge accounting.

early adoption: Permitted, with disclosure of that fact.

eFFeCTIve daTe  
and TRanSITIon 

 – oveRvIew
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2.1  date of initial application

A key term in the transition to IFRS 9 is ‘the date of 
initial application’ (“DIA”), which is the date on which 
a credit union first applies ifRs 9. This date is the 
beginning of the reporting period in which a credit 
union adopts IFRS 9, and not the beginning of the 
comparative period. [IFRS 9.7.2.2]

The DIA can be illustrated by the following diagram 
which shows the overall principles on transition to 
IFRS 9 (before considering the various exemptions that 
are discussed further below) for a credit union that 
uses the calendar year as its reporting period and that 
does not issue interim reports:

January 1, 2017

CoMPaRative PeRiod

IAS 39

CURRent PeRiod

IFRS 9

December 31, 2018
dia of ifRs 9
January 1, 2018

Transition adjustments  
on adoption of IFRS 9

The date of initial application is relevant to several 
assessments necessary to apply IFRS 9. Examples include:

•	 assessing whether a financial asset is held within a 
business model whose objective is to hold assets 
to collect contractual cash flows or in which assets 
are managed to achieve a particular objective 
by both collecting contractual cash flows and 
selling financial assets. The assessment is based 
on the facts and circumstances that exist as at 
the DIA and the resulting classification is applied 
retrospectively; 

•	 designating, or revoking designations of, financial 
assets or financial liabilities as at FVTPL and, for 
an investment in an equity instrument that is not 
held for trading, electing to present changes in fair 
value in OCI. The designations or revocations are 
made on the basis of the facts and circumstances 
that exist as at the DIA and the resulting 
classification is applied retrospectively;

•	 as part of the assessment of impairment, 
determining whether there has been a significant 
increase in credit risk since initial recognition 
or whether that determination would require 
significant cost or effort; and

•	 assessing compliance with qualifying hedge 
accounting criteria. [IFRS 9.7.2.3-7.2.5, 7.2.8-7.2.10, 
7.2.18, 7.2.20, 7.2.23]

The DIA is an important date for a credit union’s 
transition to IFRS 9. The key decisions made as 
noted above need to be documented explaining 
the considerations made as of the DIA. In making 
some of these decisions, such as business model 
assessment, a credit union needs to look not only 
at its past behavior but also plans with respect to 
future transactions.
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2.2  Retrospective application and comparative 
information

The basic principle in IFRS 9 is retrospective 
application in accordance with IAS 8 Accounting 
Policies, Changes in Accounting Estimates and Errors, 
unless IFRS 9 contains more specific provisions for 
a particular aspect of the transition. However, IFRS 
9 contains significant exemptions from retrospective 
application. [IFRS 9.7.2.1, IAS 8.19, 22]

At transition, a credit union need not restate prior 
periods. However, regardless of whether a credit union 
chooses to restate prior periods, certain transitional 
disclosures are required – the specific disclosures 
are set out in paragraphs 42L to 42O of IFRS 7 (see 
section 7 of this document). 

In addition, a credit union may restate prior periods if, 
and only if, it is possible without the use of hindsight. 
Subject to this overriding condition, the following 
applies to comparative information on transition:

•	 The election to restate comparative information 
applies to the classification, measurement and 
impairment elements together - i.e. if a credit 
union chooses to restate comparatives, then it has 
to do so for all three elements.

•	 If a credit union does not restate prior periods, 
then it calculates the difference between the 
carrying amount before the adoption of IFRS 
9 and the new carrying amount calculated in 
accordance with the standard at the beginning of 

the annual reporting period that includes the date 
of initial application. If a difference exists, then 
it is recognized in opening retained earnings (or 
another component of equity, if appropriate) of 
the annual reporting period that includes the date 
of initial application.

•	 However, if a credit union restates prior periods, 
the restated financial statements must reflect all 
the requirements in IFRS 9. [IFRS 9.7.2.15]

Financial assets and financial 
liabilities already derecognized at 
the DIA

IFRS 9 is not applied to items that have already been derecognized 
at the DIA. As such, a credit union is not permitted to restate even if 
comparatives are restated voluntarily in respect of classification and 
measurement generally.

Unquoted equity investments 
measured at cost

A credit union is not permitted to restate periods prior to the DIA.

Classification A credit union is permitted but not required to restate prior periods 
when it adopts IFRS 9.

Measurement A credit union is permitted but not required to restate prior periods 
when it adopts IFRS 9; this also applies if a credit union elects to early 
adopt the requirements for own credit risk for financial liabilities at FVTPL 
in isolation.

Impairment A credit union is permitted but not required to restate prior periods 
when it adopts IFRS 9.

Hedge accounting Limited restatements are required or permitted in applying the cost of 
hedging requirements.

[IFRS 9.7.2.1, 7.2.15, 7.2.26]
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The decision to restate comparatives has to be 
carefully made. The first consideration is whether 
the credit union can restate at all. IFRS 9 permits 
restatement of comparatives only when done 
without the use of hindsight. To the extent that 
the IFRS 9 implementation plans are not an 
advanced stage in the comparative year, a credit 
union may not be able to assert that it can restate 
comparatives without the use of hindsight and hence 
may be precluded from restating comparatives.

Another factor to consider is that IAS 39 would 
continue to apply for financial assets that were 
derecognized prior to the DIA (see 2.3 below). This 
could mean a mixed measurement and presentation 
model in the comparative year information if the 
credit union decides to restate 2017 comparatives in 
the 2018 financial statements.

2.3  financial assets or financial liabilities already 
derecognized at the dia

IFRS 9 is not applied to financial assets or financial 
liabilities that have already been derecognized at the 
DIA. Accordingly, even when a credit union restates 
comparative information to reflect the adoption of IFRS 
9, information related to financial assets and financial 
liabilities derecognized before the DIA continues to be 
reported in accordance with IAS 39. This means that, 
even if a credit union elects to restate its comparatives, 
the comparative information could contain a mixture 
of IAS 39 accounting (for items that are derecognized 
in periods before the DIA) and IFRS 9 accounting (for 
financial instruments that continue to be recognized at 
the date of initial application).

The following examples illustrate the accounting 
implications of this exemption from retrospective 
application:

Credit union C adopts IFRS 9 for its annual period ending December 31, 2018. Its DIA is January 1, 2018. On 
November 1, 2017, a commercial loan matured and was fully repaid by the credit union’s member. 

IFRS 9 does not apply to financial assets that are derecognized before the DIA. Therefore, even if C elects to 
restate comparative information, impairment on the commercial loan continues to be measured in accordance 
with the requirements of IAS 39 in the comparative information included in C’s 2018 financial statements.

January 1, 2017

CoMPaRative PeRiod

Impairment based on IAS 39

CURRent PeRiod

December 31, 2018
dia of ifRs 9
January 1, 2018

November 1, 2017 commercial loan 
matures and is fully repaid
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Credit union K adopts IFRS 9 for its annual period ending December 31, 2018. Its date of initial application  
is January 1, 2018. On November 1, 2018, a commercial loan matured and was fully repaid by the credit 
union’s member. 

In this example, the exemption does not apply because the commercial loan was not derecognized before the DIA. 
Accordingly, impairment on the commercial loan is measured in accordance  with the requirements of IFRS 9:

•	 During the year ending December 31, 2018 (up to the date of repayment);

•	 In any comparative period for which K elects to restate comparative information.

The following diagram illustrates the accounting for impairment on the commercial loan on transition to IFRS 9 
assuming that K does not restate comparatives. 

January 1, 2017

CoMPaRative PeRiod

Impairment based on IAS 39 Impairment based on IFRS 9

CURRent PeRiod

December 31, 2018
dia of ifRs 9
January 1, 2018

November 1, 2018 commercial loan 
matures and is fully repaid

The following diagram illustrates the accounting for impairment on the commercial loan on transition to IFRS 9 
assuming that K does restate comparatives. 

January 1, 2017

CoMPaRative PeRiod

Impairment based on IFRS 9 Impairment based on IFRS 9

CURRent PeRiod

December 31, 2018
dia of ifRs 9
January 1, 2018

November 1, 2018 commercial loan 
matures and is fully repaid
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2.4  Unquoted equity investments measured at cost

If a credit union previously accounted at cost (in 
accordance with IAS 39), for an investment in an 
equity instrument that does not have a quoted 
price in an active market for an identical instrument 
(i.e. a Level 1 input) (including certain equity 
instruments that are issued by credit union Centrals, 
such as Central 1 Class E shares) it shall measure 
that instrument at fair value at the date of initial 
application. The difference, if any, between the 
previous carrying amount and the fair value shall be 
recognized in the opening retained earnings (or other 
component of equity, as appropriate) of the reporting 
period that includes the date of initial application. This 
is an exception to the general retrospective application 
principle in IFRS 9.

Therefore, only fair value changes after the date of 
initial application are recognized in profit or loss or 
OCI. For the purpose of reporting in the comparative 
period, these instruments are reported at cost. 

Notwithstanding the above guidance, there are limited 
circumstances in which cost may be an appropriate 
estimate of the fair value of a credit union’s equity 
investments.  That may be the case if insufficient 
more recent information is available to measure 
fair value, or if there is a wide range of possible fair 
value measurements and cost represents the best 
estimate of fair value within that range [IFRS 9.B5.2.3]. 
Guidance on this issue is provided to credit unions 
in the memorandum for “Accounting for Investments 
in Co-operative System Equity Shares” and the 
Implementation Guide for IFRS 9 Classification and 
Measurement. If a credit union concludes that such 
circumstances existed at the date of initial application, 
the cost of the investments in the Co-operative 
System equity shares may be used as an appropriate 
estimate of their fair value, and no measurement 
adjustments would be required upon transition to 
IFRS 9. However, as a credit union must be able to 
demonstrate that the necessary criteria continue to 
be met, the ongoing appropriateness of this estimate 
would need to be monitored and evaluated at each 
reporting date. 
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3 .  C l a S S I F I C a T I o n

On adopting IFRS 9, a credit union is required to determine which of its financial assets meet the criteria to be 
measured at amortized cost or FVOCI.

3.1  Business model assessment

As an exception to retrospective application, the assessment of whether the objective of a credit union’s business is:

•	 to hold an asset to collect the contractual cash flows; or

•	 to achieve a particular objective by both collecting contractual cash flows and selling,

is based on facts and circumstances at the DIA. A credit union is not required to consider business models that 
may have applied in previous periods. The resulting classification is applied retrospectively, irrespective of the 
credit union’s business model in prior reporting periods. [IFRS 9.7.2.3]

The fact that the business model assessment is made based on the circumstances at DIA should not be taken 
to mean that an entity should take a narrow view of the time period over which to consider the facts and 
circumstances in determining the business model(s). 

Business model assessment is a holistic assessment of how the entity’s stated objective for managing the 
financial assets is achieved and how cash flows are realized. Amongst other things, a credit union will consider 
the frequency, volume and timing of sales in prior periods, the reasons for such sales and its expectations 
about future sales activity.

It is possible to have a scenario for a portfolio of products wherein until 2017 a credit union’s objective for 
managing the financial assets and realizing cash flows may be different from what it is on the DIA and what 
it is expected to be going forward thereon. In this case, the business model assessment based on facts and 
circumstances existing on the DIA will be different from that determined based on circumstances prevailing in 
2017 and earlier periods. 

Example 1: Subsequent to the recent financial crisis, a credit union was holding financial assets to meet liquidity 
needs in a ‘stress case’ scenario (e.g. a run on the credit union’s deposits), and did not anticipate selling these 
assets except in such scenarios. Late during 2017, the credit union changed its objective for holding these 
financial assets so that it not only meets its everyday liquidity needs but also minimizes the costs of managing 
the liquidity needs by actively managing the return on the portfolio (e.g. by collecting contractual cash flows 
and selling to reinvest in higher yielding financial assets). This new strategy has resulted in frequent sales 
activity and such sales have been significant in value. This activity is expected to continue in the future. As both 
collecting contractual cash flows and selling the financial assets are integral to achieving the business model’s 
objective as of January 1, 2018 (DIA), the financial assets in the portfolio are classified as measured at FVOCI.    

ClaSSIFICaTIon
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3.2  solely payments of principal and interest 
(sPPi) criterion

There are no specific transition requirements for the 
date at which a credit union needs to assess whether 
the SPPI criterion is met. Therefore, the general 
requirements apply - i.e. a credit union makes this 
assessment on the basis of facts and circumstances 
existing at the time of initial recognition of the 
financial asset. It is important to remember that 
the SPPI assessment is an instrument-by-instrument 
(or groups of financial instruments with identical 
features) test. As such, credit unions should carefully 
plan this assessment so that all financial assets that 
are in existence at the DIA and also held within the 
two business models indicated above (hold to collect 
or hold to collect and sell) are subjected to SPPI 
assessment at transition.  

There are two exceptions related to the requirement 
to make the SPPI assessment on the basis of facts and 
circumstances existing at the time of initial recognition 
of the financial asset. The two exceptions relate to 
situations when it is impracticable to assess either: 

(i)  a modified time value of money element [IFRS 
9.7.2.4, 7.42R]; or 

(ii)  whether the fair value of a prepayment feature 
on a financial asset that is acquired or originated 
at premium or discount to the contractual par 
amount was insignificant at initial recognition, 
based on the facts and circumstances that existed 
at initial recognition of the financial asset. [IFRS 
9.7.2.5, 7.24S]

In both these cases, the contractual cash flow 
assessment would be made without taking into 
account either the modification of the time value 
of money element or the exception for certain 
prepayment features. For both cases, a credit union 
would disclose the carrying amounts of the relevant 
assets until they are derecognized. 

Applying the impracticability exceptions in these two 
cases would mean a more restrictive application of the 
SPPI criterion and FVTPL accounting. 

3.3  investments in equity instruments

At the DIA, a credit union may elect to present 
changes in the fair value of an investment in an 
equity instrument that is not held for trading in OCI 
(i.e. the FVTOCI designation) [IFRS 9.7.2.8(b)]. This 
classification is then applied retrospectively. Making 
the election at the DIA represents an exception to 
retrospective application of IFRS 9 as, for equity 
instruments acquired after transition, the election to 
present changes in OCI can only be made, irrevocably, 
at initial recognition. 

Also, a credit union makes this election by determining 
whether the equity investment is held for trading as 
if it had acquired the asset on the DIA. Therefore, it 
is possible to elect to present changes in fair value 
through OCI for an investment in an equity instrument 
that was classified as held-for-trading at the original 
date of acquisition but does not meet the held-for-
trading definition at the DIA. [IFRS 9.5.7.5, B7.2.1]

3.4  financial assets or financial liabilities desig-
nated as at fvtPL

The fair value option for financial assets and financial 
liabilities is re-opened based on the facts and 
circumstances that exist at the DIA. At this date, a 
credit union:

•	 may choose to designate any financial asset or 
financial liability as at FVTPL if the accounting 
mismatch criterion in the standard is met. However, 
new designations on the basis that financial 
liabilities are managed on a fair value basis or 
contain an embedded derivative are not possible;

Example 2: A credit union was securitizing residential mortgages, retaining the interest-only (“IO”) strip and 
not getting derecognition. Towards the end of 2017, management and the board of the credit union decide 
that they will sell the IO strip in future securitization transactions and get derecognition for the mortgages 
securitized. In this case, when the business model assessment is made on January 1, 2018 (DIA), the business 
model for these mortgage loans will held for sale and not hold to collect.
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•	 is required to revoke an existing designation 
of a financial asset if the accounting mismatch 
criterion is not met;

•	 is required to revoke an existing designation of a 
financial liability if it was originally designated on 
the basis of the accounting mismatch criterion but 
that criterion is no longer met;

•	 may choose to revoke any existing designation of 
a financial asset even if the accounting mismatch 
criterion is met; and

•	 may choose to revoke any existing designation 
of a financial liability - but only if the liability 
was originally designated on the basis of the 
accounting mismatch criterion - even if the 
accounting mismatch criterion continues to 
be met. Therefore, if liabilities were originally 
designated because they were managed on a fair 
value basis or contained an embedded derivative, 
then a credit union is not permitted to revoke the 
previous designation on transition to IFRS 9. [IFRS 
9.7.2.8-7.2.10]

The revised classifications (based on facts and 
circumstances as at the DIA) are applied retrospectively.

3.5  timing of elective designations or revocations 
on transition 

The elective designations and revocations that may 
be made at the DIA as detailed in sections 3.3 and 
3.4 above do not require an act of designation or 
revocation to be performed at the DIA. The physical 
act of designation or revocation at the DIA should be 
made as soon as is practicable but may be made at 
any time during the course of preparing the financial 
statements - through to their authorization for issue - 
in which IFRS 9 is adopted for the first time. 

However, in all cases the designation or revocation 
is based on the facts and circumstances at the 
DIA, and not on subsequent changes in facts and 
circumstances. [IFRS 9.7.2.3. 7.2.8-7.2.10]
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4 .  M e a S u R e M e n T

4.1  effective interest method

It may be impracticable (as defined in IAS 8) to retrospectively apply the effective interest method - e.g. for 
financial instruments reclassified to the amortized cost or FVOCI categories. In this case, a credit union shall 
treat the fair value of the financial instrument at the DIA as the new gross carrying amount of the financial asset 
or the new amortized cost of the financial liability at that date. [IFRS 9.7.2.11, IAS 8.5]

Further, if comparatives are restated on transition to IFRS 9, then the fair value of the financial instrument at 
the end of each comparative period presented is treated as the gross carrying amount of the financial asset 
or the amortized cost of the financial liability. Because the fair value at the end of each comparative period is 
treated as the gross carrying amount, it appears that all changes in fair value - other than principal advances and 
repayments - should be recognized as interest in profit or loss in the restated comparative information presented.

A credit union should apply caution in approaching this decision to take the practicality exemption. If there 
is a large difference between the fair value and par amount of such financial instrument, application of the 
effective interest method would mean that this difference would flow through the interest income or interest 
expense line in the post transition financial statements thereby distorting net interest income.

4.2  Modifications of financial assets

IFRS 9 introduces new guidance on measuring financial assets that are renegotiated or otherwise modified and the 
renegotiation or modification does not result in derecognition. Under this guidance, the gross carrying amount 
of the financial asset is recalculated as the present value of the renegotiated or modified contractual cash flows 
discounted at the financial asset’s original effective interest rate. The difference between this recalculated amount 
and the existing gross carrying amount is recognized as a modification gain or loss in profit or loss. [IFRS 9.5.4.3]

Except for modifications because of financial difficulties of the borrower, IAS 39 was silent on how to account for 
modifications of financial assets that do not result in derecognition. The common approach adopted by credit 
unions when impairment was not applicable was to recognize the difference in contractual cash flows arising from 
the modification over the remaining life of the financial asset by adjusting the effective interest rate prospectively, 
rather than adjusting the carrying amount and recognizing the difference immediately in profit or loss. 

There are no specific transition requirements in this respect. Because IFRS 9 requires retrospective application, it 
appears that credit unions that previously adjusted the effective interest rate prospectively should assess what the 
gross carrying amount would have been had the modification been accounted for in accordance with the IFRS 9 
requirements. If comparative information for prior periods is not restated, then the difference in the gross carrying 
amount at the DIA should be taken to opening retained earnings of the annual period that includes the DIA.

MeaSuReMenT
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On January 1, 2017, credit union D agrees to modify 
the terms of a loan to a borrower, whose credit 
quality has improved, by reducing the interest rate 
charged. Under IAS 39 and IFRS 9, the modification 
does not result in derecognition of the original loan 
which is measured at amortized cost. Under IAS 39, 
D recognizes the difference in contractual cash flows 
arising from the modification over the remaining life 
of the loan by adjusting the effective interest rate 
prospectively.

D initially applies IFRS 9 on January 1, 2018. D 
assesses what the gross carrying amount would have 
been had the modification been accounted for in 
accordance with IFRS 9. D recognizes the difference 
in the gross carrying amount at January 1, 2018 in 
opening retained earnings at January 1, 2018.

A credit union should carefully decide its policy for 
what constitutes a modification of contractual cash 
flows and when is such a modification “substantial” 
so as to result in the derecognition of the existing 
asset and recognition of a new asset. This applies 
to the overall IFRS 9 implementation. The criteria 
set for this assessment can impact significantly 
the effort required in tracking, recording and 
disclosing in the financial statements the impact of 
modifications. 

Due to the difference between IAS 39 and IFRS 9 
in the accounting for modifications that are not 
substantial, the issue can result in an impact on 
retained earnings at the DIA
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5 .  I M p a I R M e n T

At the DIA, a credit union determines the credit risk at the date on which the financial instrument was initially 
recognized and compares it with the credit risk at the DIA to assess whether there has been a significant increase 
in credit risk since initial recognition. In making this assessment, a credit union may apply:

•	 the low credit risk exception; and

•	 the rebuttable presumption for contractual payments that are more than 30 days past due, if the credit union 
will identify significant increases in credit risk based on past-due information. [IFRS 9.7.2.18-7.2.19]

Generally, credit unions are considering the use of a combination of quantitative and qualitative factors and 
backstops to identify significant increases in credit risk. As such, past-due information is not expected to be the 
primarily criteria for staging most loans.

A credit union is not required to undertake an exhaustive search for information for determining, at the DIA, 
whether there has been a significant increase in credit risk since initial recognition of a financial asset. Instead, 
the credit union should seek to approximate the credit risk on initial recognition by considering all reasonable 
and supportable information that is available without undue cost or effort. This information comprises all internal 
and external information, including portfolio information. A credit union with little historical information can use 
the following sources of information:

•	 information from internal reports and statistics - e.g. that may have been generated when deciding whether 
to launch a new product or grant credit to the specific borrower;

•	 information about similar products; and

•	 peer group experience for comparable financial instruments. [IFRS 9.B7.2.2-B7.2.4]

However, if at the DIA, determining whether there has been a significant increase in credit risk since the initial 
recognition of a financial instrument would require undue cost or effort, then the loss allowance is measured as 
lifetime expected credit losses at each reporting date until the financial instrument is derecognized, unless 
the credit risk of the financial instrument is low (in which case the low credit risk exception would apply). If the 
credit risk of a financial instrument is low at a reporting date (i.e. subsequent to the DIA), then a credit union 
may assume that the credit risk on that asset has not increased significantly since initial recognition, and may 
recognize a loss allowance equal to 12 months’ expected credit losses. [IFRS 9.7.2.20]

If a credit union previously recognized a loss allowance measured as lifetime expected credit losses at the DIA 
through opening retained earnings (or another component of equity, as appropriate) and subsequently recognizes 
a loss allowance equal to 12 months’ expected credit losses, then this would cause a reversal of impairment losses 
that is recognized in profit or loss. [IFRS 9.7.2.15] 

IMpaIRMenT
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6 .  H e d g e  a C C o u n T I n g

•	 When a credit union adopts IFRS 9, it may choose as its accounting policy to defer application of the new 
general hedging model until the standard resulting from the IASB’s project on accounting for dynamic risk 
management is effective. In this case, the credit union continues to apply the hedge accounting requirements 
in IAS 39 in their entirety to all of its hedging relationships. [IFRS 9.7.2.21, BC6.104]  
 
Because this is an accounting policy choice, it appears that a credit union may subsequently change its 
accounting policy in accordance with IAS 8 and cease to apply the IAS 39 hedge accounting requirements. 
A credit union that does so will begin to apply the IFRS 9 hedge accounting requirements at the beginning of 
that reporting period. [IFRS 9.BC6.104]

•	 However, the new disclosure requirements that were issued as part of the amendments in IFRS 9 (2014) 
may not be deferred when a credit union applies IFRS 9. Also, the amendments need not be applied to 
comparative information provided for periods before the DIA of IFRS 9. 

•	 All qualifying criteria are required to be met as at the DIA of the new hedge accounting requirements 
to apply hedge accounting from that date. Retrospective designation of hedging relationships is not 
permitted and, therefore, a hedge has to have actually been designated and documented in a manner 
consistent with the requirements of IFRS 9 at or before the date of initial application to qualify for hedge 
accounting from that date. [IFRS 9.7.2.23]

•	 On initial application of the IFRS 9 hedge accounting requirements, a credit union may start applying those 
requirements from the same point in time as it stops applying the IAS 39 hedge accounting requirements. 
[IFRS 9.7.2.25(a)]

•	 Hedging relationships that qualify for hedge accounting in accordance with IAS 39 that also qualify under  
IFRS 9, after taking into account any rebalancing on transition, are regarded as continuing hedging 
relationships. When applicable, a credit union is required to use the hedge ratio in accordance with IAS 39 as 
the starting point for rebalancing the hedge ratio of a continuing hedging relationship. Any gain or loss from 
such a rebalancing is recognized in profit or loss. [IFRS 9.7.2.24, 7.2.25(b)]

•	 The hedge accounting requirements of IFRS 9 are applied prospectively, subject to specific exceptions 
that require or permit retrospective application based on criteria that is detailed in the standard. [IFRS 
9.7.2.22, 7.2.26]

Hedge aCCounTIng
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7.  T R a n S I T I o n a l  d I S C l o S u R e S

7.1  ias 8 disclosures

It is important to note that a credit union is required to apply IFRS 9 retrospectively, in accordance with IAS 
8. IAS 8.28 specifically requires a credit union to disclose the following information when the initial application 
of an IFRS has an effect on the current period or any prior period, would have such an effect except that it is 
impracticable to determine the amount of the adjustment, or might have an effect on future periods:

a) the title of the IFRS;

b)  when applicable, that the change in accounting policy is made in accordance with its transitional 
provisions;

c) the nature of the change in accounting policy;

d) when applicable, a description of the transitional provisions;

e) when applicable, the transitional provisions that might have an effect on future periods;

f)  for the current period and each prior period presented, to the extent practicable, the amount of the 
adjustment: 

i)  for each financial statement line item affected (however, in this regard, credit unions should also note 
the transitional relief that is provided by IFRS 7.42Q - see below); and 

ii) if IAS 33 Earnings per Share applies to the entity, for basic and diluted earnings per share;

g) the amount of the adjustment relating to periods before those presented, to the extent practicable; and

h)  if retrospective application required by paragraph 19(a) or (b) is impracticable for a particular prior 
period, or for periods before those presented, the circumstances that led to the existence of that 
condition and a description of how and from when the change in accounting policy has been applied.

Financial statements of subsequent periods need not repeat these disclosures.   

7.2  ifRs 7 disclosures

In addition to the IAS 8 transitional disclosures identified above, IFRS 7 requires the following disclosures on the 
initial application of IFRS 9 to be provided in a credit union’s financial statements:

42I
In the reporting period that includes the date of initial application of IFRS 9, the entity shall disclose the following 
information for each class of financial assets and financial liabilities as at the date of initial application:

TRanSITIonal 
dISCloSuReS
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(a)  the original measurement category and 
carrying amount determined in accordance 
with IAS 39 or in accordance with a previous 
version of IFRS 9 (if the entity’s chosen 
approach to applying IFRS 9 involves more 
than one date of initial application for 
different requirements);

(b)  the new measurement category and carrying 
amount determined in accordance with IFRS 9;

(c)  the amount of any financial assets and 
financial liabilities in the statement of financial 
position that were previously designated 
as measured at fair value through profit 
or loss but are no longer so designated, 
distinguishing between those that IFRS 9 
requires an entity to reclassify and those that 
an entity elects to reclassify at the date of 
initial application.

In accordance with paragraph 7.2.2 of IFRS 9, 
depending on the entity’s chosen approach to 
applying IFRS 9, the transition can involve more 
than one date of initial application. Therefore 
this paragraph may result in disclosure on more 
than one date of initial application. an entity 
shall present these quantitative disclosures 
in a table unless another format is more 
appropriate.

42J 
In the reporting period that includes the date of initial 
application of IFRS 9, an entity shall disclose qualitative 
information to enable users to understand:

(a)  how it applied the classification requirements 
in IFRS 9 to those financial assets whose 
classification has changed as a result of 
applying IFRS 9.

(b)  the reasons for any designation or de-
designation of financial assets or financial 
liabilities as measured at fair value through 
profit or loss at the date of initial application.

In accordance with paragraph 7.2.2 of IFRS 9, 
depending on the entity’s chosen approach to 
applying IFRS 9, the transition can involve more 
than one date of initial application. Therefore this 
paragraph may result in disclosure on more than 
one date of initial application.

42K 
In the reporting period that an entity first applies 
the classification and measurement requirements 
for financial assets in IFRS 9 (i.e. when the entity 
transitions from IAS 39 to IFRS 9 for financial assets), 
it shall present the disclosures set out in paragraphs 
42L–42O of this IFRS as required by paragraph 7.2.15 
of IFRS 9.

42L 
When required by paragraph 42K, an entity shall 
disclose the changes in the classifications of financial 
assets and financial liabilities as at the date of initial 
application of IFRS 9, showing separately:

(a)  the changes in the carrying amounts on the 
basis of their measurement categories in 
accordance with IAS 39 (i.e. not resulting 
from a change in measurement attribute on 
transition to IFRS 9); and

(b)  the changes in the carrying amounts arising 
from a change in measurement attribute on 
transition to IFRS 9.

The disclosures in this paragraph need not be 
made after the annual reporting period in which 
the entity initially applies the classification and 
measurement requirements for financial assets in 
IFRS 9.

42M 
When required by paragraph 42K, an entity shall 
disclose the following for financial assets and financial 
liabilities that have been reclassified so that they 
are measured at amortized cost and, in the case of 
financial assets, that have been reclassified out of fair 
value through profit or loss so that they are measured 
at fair value through other comprehensive income, as 
a result of the transition to IFRS 9:
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(a)  the fair value of the financial assets or financial 
liabilities at the end of the reporting period; 
and

(b)  the fair value gain or loss that would have 
been recognized in profit or loss or other 
comprehensive income during the reporting 
period if the financial assets or financial 
liabilities had not been reclassified.

The disclosures in this paragraph need not be 
made after the annual reporting period in which 
the entity initially applies the classification and 
measurement requirements for financial assets in 
IFRS 9.

42N 
When required by paragraph 42K, an entity shall 
disclose the following for financial assets and financial 
liabilities that have been reclassified out of the fair 
value through profit or loss category as a result of the 
transition to IFRS 9:

(a)  the effective interest rate determined on the 
date of initial application; and

(b) the interest revenue or expense recognized.

If an entity treats the fair value of a financial asset 
or a financial liability as the new gross carrying 
amount at the date of initial application (see 
paragraph 7.2.11 of IFRS 9), the disclosures in this 
paragraph shall be made for each reporting period 
until derecognition. Otherwise, the disclosures in 
this paragraph need not be made after the annual 
reporting period in which the entity initially applies 
the classification and measurement requirements 
for financial assets in IFRS 9.

42O 
When an entity presents the disclosures set out in 
paragraphs 42K–42N, those disclosures, and the 
disclosures in paragraph 25 of this IFRS, must permit 
reconciliation between:

(a)  the measurement categories presented in 
accordance with IAS 39 and IFRS 9; and

(b)  the class of financial instrument 

as at the date of initial application.

42P 
On the date of initial application of Section 5.5 of IFRS 9,  
an entity is required to disclose information that would 
permit the reconciliation of the ending impairment 
allowances in accordance with IAS 39 and the provisions 
in accordance with IAS 37 to the opening loss 
allowances determined in accordance with IFRS 9. For 
financial assets, this disclosure shall be provided by 
the related financial assets’ measurement categories in 
accordance with IAS 39 and IFRS 9, and shall show  
separately the effect of the changes in the measurement 
category on the loss allowance at that date.

42Q 
In the reporting period that includes the date of 
initial application of IFRS 9, an entity is not required 
to disclose the line item amounts that would have 
been reported in accordance with the classification 
and measurement requirements (which includes the 
requirements related to amortized cost measurement 
of financial assets and impairment in Sections 5.4 and 
5.5 of IFRS 9) of:

(a) IFRS 9 for prior periods; and

(b) IAS 39 for the current period.

See Notes 7 and 8 in the accompanying document 
entitled “Credit Unions - Illustrative Financial 
Statement Disclosures for Financial Instruments in 
Annual Financial Statements after Adoption of  
IFRS 9” for illustrative transition disclosures.



26 ifRs 9 Transition Toolkit

7.3   disclosures for periods prior to the adoption 
of ifRs 9 

IAS 8 specifies the following disclosures which 
should be provided by a credit union in its financial 
statements for periods prior to the adoption of IFRS 9:

30   When an entity has not applied a new IFRS that 
has been issued but is not yet effective, the entity 
shall disclose:   

(a) this fact; and

(b)  known or reasonably estimable information 
relevant to assessing the possible impact that 
application of the new IFRS will have on the 
entity’s financial statements in the period of 
initial application.

31    In complying with paragraph 30, an entity 
considers disclosing:   

(a) the title of the new IFRS;

(b)  the nature of the impending change or 
changes in accounting policy;

(c)  the date by which application of the IFRS is 
required;

(d)  the date as at which it plans to apply the IFRS 
initially; and

(e) either:

(i)  a discussion of the impact that initial 
application of the IFRS is expected to have 
on the entity’s financial statements; or

(ii)  if that impact is not known or reasonably 
estimable, a statement to that effect.

 An illustrative example of the disclosures that a credit 
union could provide in its annual financial statements 
for the year prior to year of IFRS 9 adoption in order 
to meet the above disclosure requirements is set out 
below. Please note that this is an illustration only and is 
not intended to prescribe any minimum disclosure that 
must be made by each credit union. Each credit union 
should tailor this disclosure to its own circumstances 
and reflect its current stage of IFRS 9 adoption.

Future Changes in accounting policies

A number of new standards, and amendments to 
standards and interpretations, are not yet effective 
for the year ended October/ December 31, 20171  
and have not yet been adopted by the Company in 
preparing these financial statements.  Other than 
the introduction of IFRS 9, these changes are not 
expected to have a material impact on the financial 
statements.  

IFRS 9 - Financial Instruments

In July 2014, the IASB issued the final version of IFRS 
9 – Financial Instruments, first issued in November 
2009, which brings together the classification and 
measurement, impairment and hedge accounting 
phases of the IASB’s project to replace IAS 39.

IFRS 9 introduces a principles-based approach to 
the classification of financial assets based on an 
entity’s business model and the nature of the cash 
flows of the asset.  All financial assets are measured 
at FVTPL unless certain conditions are met which 
permit measurement at amortized cost or fair value 
through OCI.  

Equity investments are measured at fair value 
through the Consolidated Statement of Income. 
However, the Credit Union may, at initial recognition 
of a non-trading equity investment, irrevocably 
elect to designate the investment as fair value 
through OCI, with no subsequent recycling to the 
Consolidated Statement of Income and dividend 
income recognized in the Consolidated Statement 
of Income.

The classification and measurement of liabilities 
remain generally unchanged, with the exception of 
liabilities recorded at FVTPL.

The standard introduces a new single model for the 
measurement of impairment losses on all financial 
instruments including loans and debt securities 
measured at amortized cost or at fair value through 
OCI. The IFRS 9 expected credit loss (ECL) model 
replaces the current “incurred loss” model of IAS 39.

1 Adjust to reflect the Credit Union’s fiscal year
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The ECL model has three stages: 

•		Stage	1	-	on	initial	recognition,	12-month	expected	
credit losses are recognized in profit or loss and a 
loss allowance is established; 

•		Stage	2	-	if	credit	risk	increases	significantly	and	
the resulting credit quality is not considered to be 
low credit risk, full lifetime expected credit losses 
are recognized; and 

•		Stage	3	-	when	the	credit	risk	of	a	financial	asset	
increases to the point it is considered credit-
impaired, interest revenue is calculated based on 
the carrying amount of the asset, net of the loss 
allowance, rather than its gross carrying amount.  
Lifetime expected credit losses are still recognized 
on these financial assets.

The ECL model is forward looking and requires 
the use of reasonable and supportable forecasts of 
future economic conditions in the determination of 
significant increases in credit risk and measurement 
of expected credit losses.

Finally, IFRS 9 introduces a new hedge accounting 
model that aligns the accounting for hedge 
relationships more closely with an entity’s risk 
management activities.  

IFRS 9 is effective for annual periods commencing 
on January 1, 2018 and will be mandatorily 
applicable to the Credit Union with effect from 
January 1/ November 1, 20182.  The Credit Union 
is participating in a national credit union system 
initiative to assist credit unions, and related entities 
to prepare for the implementation of IFRS 9. The 
Credit Union has made the following preliminary 
assessments relating to the adoption of IFRS 9:

Classification and measurement 

The assessment of the cash flow characteristics of 
the Credit Union’s major financial assets has been 
completed. The Credit Union’s business model 
assessment is also complete. The following key 
changes have been identified:

•		Cash flow characteristics: certain of the Credit 
Union’s term liquidity deposits with Centrals that 
are currently measured at amortized cost do not 
meet the criterion for solely payments of principal 
and interest as they are prepayable at their 
current fair value. These term liquidity deposits 
will be measured at FVTPL under IFRS 9; and

•		Business model assessment: the Company enters 
into securitization transactions that achieve 
derecognition of the mortgages held in certain 
portfolios. As the business model for these 
portfolios is akin to held for trading (the mortgages 
are sold and derecognized within a short period 
of time after origination) the mortgages in these 
portfolios and mortgage commitments preceding 
the funding will be measured at FVTPL. Currently, 
prior to derecognition, the mortgages are 
measured at amortized cost.  

Expected credit loss

•		Mortgages: the assessment of the impact of the 
new expected credit loss model is still ongoing. 
Although the staging requirements in IFRS 9 
are expected to have a significant impact on 
disclosures, the impact on the expected credit 
losses that will be recognized by the Credit Union 
is not expected to be significant. This is due to 
the fact that all of the Credit Union’s mortgages 
are insured for losses due to credit events. All of 
the credit insurance is provided by the Canadian 
Housing Mortgage Corporation (CMHC).

•		Other financial assets: the assessment of the 
impact of the new expected credit loss model is 
still ongoing.

2 Adjust to reflect the Credit Union’s fiscal year
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[Credit Union to add something along the lines of:

•  What are the key IFRS 9 decisions to be 
made:

• Definition of default

• Staging criteria and thresholds

• Forward looking scenarios and probabilities

•  What are key modeling efforts that the Credit 
Union is undertaking to implement IFRS 9]

Hedge accounting

At transition to IFRS 9, an entity is permitted to 
choose as its accounting policy to defer application 
of the new general hedging model until the standard 
resulting from the IASB’s project on accounting for 
dynamic risk management is effective. In this case, 
an entity continues to apply the hedge accounting 
requirements in IAS 39 in their entirety to all of its 
hedging relationships.

The Credit Union has elected to defer application 
of the IFRS 9 hedge accounting model, and 
will continue applying the hedge accounting 
requirements in IAS 39. 

Transition

At transition to IFRS 9, an entity need not restate 
prior periods. The Credit Union has elected not 
to restate its comparative financial information for 
periods prior to November 1, 2018. As such, all 
differences between the carrying amount before the 
adoption of IFRS 9 and the new carrying amount 
calculated in accordance with the standard as at 
November 1, 2018 will be recognized in opening 
retained earnings. 



ifRs 9 Transition Toolkit 29

8 .  I F R S  9  –  k e y  R e M I n d e R S

The Working Groups have identified the key IFRS 9 implementation issues that are relevant to credit unions, 
and developed practical approaches to address them. The implementation issues are more fully discussed in 
the IFRS 9 Implementation Guides for Classification and Measurement, Impairment and Hedge Accounting 
respectively. The sections below identify some key reminders for a credit union to consider as it implements the 
new accounting and disclosure requirements in IFRS 9. These reminders are intended to be memory joggers, and 
must be read in conjunction with the detailed IFRS 9 Implementation Guides.

8.1  Classification and measurement

Business model

•	 Is the business model(s) consistent with how the business is viewed by key management – i.e. how the assets 
are managed and how the cash flows therefrom are expected to be realized?

•	 In determining the business models did the credit union consider the stated objective of IFRS 9, which is 
to provide relevant and useful information to users of the financial statements for their assessment of the 
amounts, timing and uncertainty of the entity’s future cash flows?

•	 Does the way in which the credit union manages its financial assets make it appropriate to separate the portfolio 
into groups/ sub-portfolios, with a business model assessed for these different groups/ sub-portfolios?  

•	 In assessing the sales and their impact on business model assessment, did the credit union consider the 
purpose of the sales in addition to the value and frequency of the sales?

•	 If the credit union securitizes its mortgages, has the business model assessment appropriately considered 
mortgages that achieve derecognition separately from those that do not achieve derecognition?    

SPPI

•	 For financial assets for which embedded derivatives were identified and separated under IAS 39, how have 
these embedded derivative features been considered in the IFRS 9 classification assessment? 

•	 Is the exercise of prepayment/ extension features contingent on another event? If yes:

•	 Has that event been considered (documented) in the SPPI assessment?

•	 Is that event consistent with the notion of SPPI?

•	 For purchased assets (loans and securities), when the purchase has been at a premium/ discount to par, has 
this difference from par been taken into account in assessing whether the “prepayment amount substantially 
represents unpaid amounts of principal and interest on the principal amount outstanding, which may include 
reasonable additional compensation for the early termination of the contract”?

IFRS 9 
—key ReMIndeRS
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•	 Do the financial assets have symmetric prepayment options? If yes, how has this been taken into account in 
the SPPI assessment?

•	 For equity instruments held as financial asset, before electing the FVOCI designation option, has the credit 
union ensured that the instrument is classified as equity in its entirety under IAS 32 (i.e. from the issuer’s 
perspective it is not a hybrid instrument or a compound instrument under IAS 39 or IAS 32)?

•	 Modified time value of money - Does this apply to any of the investments held/ loans advanced by the credit 
union? If yes, then has the assessment required by IFRS 9 B4.1.9C been performed before concluding that 
the asset meets the SPPI criterion?

•	 Does the credit union invest in any securities on which the payments are contractually linked to underlying 
assets (financial or otherwise) and there is no other recourse to the borrower? Are payments on some 
tranches prioritized over payments on other tranches of the securities referenced to the same? If yes, has 
the credit union considered the guidance in IFRS 9 B4.1.17 or B4.1.20?

•	 Does the credit union lend money under non-recourse loans? How have these been assessed for compliance 
with the SPPI criterion?

•	 Does the credit union have the discretion per the contractual terms of the instrument to unilaterally alter 
certain terms of the loan such as interest rates? If yes, then how has the credit union assessed whether this 
discretion impacts the SPPI assessment?

•	 Do loans and securities allow for changes in contractual terms (e.g., term extensions, changes in interest 
rates or modified principal payments) due to credit deterioration? If yes, then how has the credit union 
assessed them to see if they comply with the SPPI criterion?

•	 Has the credit union determined for a financial asset that some of its contractual cash flow characteristic do 
not affect the classification of the financial asset on the basis that they could have only a de minimis effect on 
the contractual cash flows of the financial asset? If yes, then is this assessment and rationale documented? 
Did the credit union consider the possible effect of the contractual cash flow characteristic in each reporting 
period and cumulatively over the life of the financial instrument?

•	 Has the credit union determined for a financial asset that some of its contractual cash flow characteristic 
do not affect the classification of the financial asset on the basis that they are not genuine? If yes, then how 
has the credit union demonstrated that this non-genuine cash flow characteristic affects the instrument’s 
contractual cash flows only on the occurrence of an event that is extremely rare, highly abnormal and very 
unlikely to occur? How did the credit union assess the reason for the inclusion of such term in the contract – 
presumably if one or both parties to a contract propose a term for addition into the loan contract then there 
must be an economic reason for its inclusion and hence harder to argue that the term is not genuine.

•	 If the credit union has concluded that circumstances existed at the date of initial application for the cost of 
the investments in the Co-operative System equity shares to be used as an appropriate estimate of their fair 
value, has the credit union put in place a process that will be used to demonstrate that the necessary criteria 
continue to be met at each future reporting date.     
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8.2 impairment

•	 For modelling expected credit losses (ECL) under IFRS 9, what are the planned levels of sophistication for 
different portfolios and why are these differences appropriate?

•	 Is the staging assessment made based on consideration of risk of default alone? (Collateral, third party 
insurance and loss given default are not to be considered in the staging assessment unless they impact the 
borrower’s propensity to default)

•	 Does the staging assessment consider the risk of default over the entire expected life of the financial asset 
(i.e. lifetime PDs)?

•	 Is the staging assessment made based on consideration of relative change in the lifetime risk of default since 
the initial recognition of the financial asset? 

•	 Do the criteria used for staging the different portfolios consider more than just quantitative thresholds and 
factor in also qualitative factors and back stops (30 days past due or watch listed accounts)? 

•	 Are the risk of default measures used for staging and ECL measurement point in time estimates as opposed 
to through the cycle measures?

•	 To the extent the credit union has employed the low credit risk assessment for staging for certain financial 
assets, has the credit union documented its criteria for what is a considered a low credit risk asset? Does 
this assessment compare/ link to market recognized criteria for low credit risk assets (e.g. investment grade 
securities)?

•	 When loans are grouped together for staging assessment and/ or ECL measurement has the credit union 
carried out an assessment to demonstrate similarity of the grouped assets for credit quality considerations 
including risk of default, loss given default, exposure at default and expected life?

•	 Have the significant increase in credit risk (SICR) criteria set out for the different financial assets been 
assessed (e.g. back tested) and calibrated against historical loans performance to assess whether these 
criteria, when applied to loans historically produce loans staging results that are consistent with the SICR 
principle in IFRS 9? In testing the staging criteria against historical periods for loans then in existence, would 
the loans’ movement to stage 2 in prior periods occur much before delinquency or 30 days past due or 
would most of the staging occur due to the loans being 30 days past due backstop (the latter outcome of 
back testing would suggest that the loans staging criteria and thresholds are not sensitive enough to identify 
stage 2 loans on a timely basis).

•	 Definition of default

•	 How has the credit union defined default and how does that integrate with the manner in which the credit 
union identifies and practically manages credit risk?

•	 Does the definition of default exceed 90 days past due? If yes, what is the rationale supporting this 
assessment?

•	 Is the definition of default consistent with the definition used for other purposes within the credit union, 
such as credit risk management, regulatory reporting? 

•	 Has the credit union considered both drawn and undrawn commitments in the measurement of ECL? 
Where applicable, does the exposure at default (EAD) consider estimates of drawdown and repayments/ 
prepayments over the period that ECL is being measured? 
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•	 Has the credit union taken into account forward looking information (FLI) for purposes of both:

•	 Staging assessment

•	 Measurement of ECL?

•	 Has the credit union applied FLI to the key risk factors of probability of default (PD), loss given default (LGD) 
and EAD? 

•	 Has the credit union given consideration to the consistency of FLI that is used for the measurement of ECL 
and for other purposes of the business such as budgeting and forecasting? Although differences may exist, 
they need to be understood and explained.

•	 Has the credit union considered multiple scenarios for FLI and assigned probability weightings to each 
scenario for staging and ECL measurement purposes? Have the scenarios and probability weights allocated 
thereto been re-considered for each reporting period?

•	 Loan modifications:

•	 Has the credit union defined what constitutes a “modification”? IFRS 9 requires a credit union to 
distinguish between modifications that are substantial and modifications that are not substantial. 
Modifications that do not result in derecognition of the modified asset require specific disclosure under 
IFRS 7 as amended by IFRS 9.

•	 Has the credit union established a process to calculate the gains and losses that will be recognized 
for all modifications? Even if modifications are not substantial (and do not result in derecognition), a 
modification gain or loss is calculated and recognized in profit or loss.

•	 Loans that are modified and when the modification is substantial – has the credit union assessed whether 
the newly recognized asset is an originated credit-impaired asset (stage 3 asset on initial recognition)?

•	 Have IFRS 9 models, inputs, assumptions and calculations been subject to validation, including back testing?

•	 How will the extensive disclosure requirements in IFRS 7 be met?

8.3 Hedging

•	 Do the designated quantities of the hedging instrument and the hedged item reflect the quantities actually 
being hedged? 

•	 Does the hedging strategy document identify the sources of ineffectiveness for each hedge strategy?

•	 Has the credit union laid out a framework to identify when a hedge relationship needs to be rebalanced?

•	 If a credit union has determined for a hedge strategy that hedge effectiveness will be assessed on a qualitative 
basis, has the credit union documented the match between the characteristics of the hedged item and 
hedging instrument that support this qualitative assessment?
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