
Appendix A: IAS 39 Derecognition and pass-through flowchart 
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Determine what is the reporting entity 
(group/parent/SPE) 

Has the entity transferred 
custody/legal title of a 

financial asset? 

Has the entity assumed an 
obligation to pass through all or 
some cash flows from an asset? 

(a) 

Does the transferee have the 
practical ability to sell the 

financial asset? 

Has the entity 
retained substantially 

all exposure? 

Has the entity 
transferred substantially 

all exposure? 

Is the entity passing on a fully 
proportional share of all or 

specifically identified cash flows? 

Continue to recognise the asset in its 
entirety 

Derecognise the asset in its entirety 

Derecognise the proportion sold 

Continue to recognise the asset  

Derecognise the asset in its entirety 

Continue to recognise the asset to the 
extent of the exposure/continuing 

involvement 

(a) 1. No obligation to pay unless collected 
2. No right to sell or pledge the asset 
3. Payment without material delay 
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