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Insurance companies have significant investment in
financial instruments, and a major part of their assets are claims from policyholders and
agents, investment in securities and bank deposits. Considering the need for transparency
in disclosure of financial assets of insurance companies, the present study identifies the
challenges and solutions of implementing the International Financial Reporting Standard
(IFRS) No. 9 in the insurance industry.

The research is of mixed quantitative and qualitative type. First, by studying the
authentic texts, sample financial statements of foreign and domestic insurance companies,
and their disclosure checklist, and by comparing them with the financial statements of
domestic insurance companies during the years 1398 to 1402 (Persian Calendar), the
difference and gap with the current practice in Iran was investigated and based on this, the
questionnaire was designed. Questionnaire tool was used to identify challenges in the initial
step and interview with experts in the field was used to provide relevant solutions.

INGS: All items related to challenges in the questionnaire were tested and confirmed
using the results of one sample T test. Challenges of implementing IFRS 9 were identified in
five areas: 1. Measurement and classification, 2. Identification of credit impairment losses, 3.
Hedge accounting, 4. Disclosure requirements and 5. General challenges related to financial
instruments were identified. Interviews were conducted to provide solutions based on the
identified challenges, and finally, using theme analysis method, solutions for overcoming
challenges in five areas were extracted from the interview texts.

The successful implementation of IFRS 9 in the insurance industry requires unity
and cohesion among all stakeholders, including professional societies, insurance companies,
supervisory bodies, regulators, etc., so that the presented solutions are used to overcome the
identified challenges and help to improve the quality of financial information and transparency
in financial reporting of the insurance industry. In other words, the variety of provided solutions
by the experts to overcome the identified challenges indicates that the implementation of IFRS
9intheinsurance industry requires the synergy created by the cooperation of different sciences
and specialties since in the face of the challenges raised in different fields, the use of diverse
and broad expertise will solve the problem. Also, the results of this research, in addition to
raising knowledge in the insurance industry, can be used by authorities, supervising insurance
companies, accounting standard setters, and the Securities and Exchange Organization of Iran

This is an open access article under the CC BY license (http://creativecommons.org/licenses/by/4.0/).

for effective planning.
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Table 4. Demographic characteristics of the respondents
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Table 5. Challenges of measurement and classification financial instruments according to ifrs 9 in Iranian insurance companies
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Table 6. Challenges of the financial instrument impairment model in Iranian insurance companies
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to IFRS 9
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between the 12-month model or the | lifetime
asl i b bWl oy5e (355 (Rl 0l 8,5 jlaie pSader Dol
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impairment loss reserve and the realized loss

ECL) iyl palS by Joke Camsyo 3,015
0.000 33359 0.637 3.70 ECD) 5] #885 oloj Jaa o2 22 17
Correct application of the impairment loss model (ECL)
F5e 8 5 380 5 e (et

0.000 29.354 0.765 391 Correct and accurate determination of the effective interest 18
rate
e b Glnlden slocsS i 50 Jlo glaylil ()1 rals Jaw ;5 IFRS 9 (50,2 4008
0.000 G
59.822 0.36374 3.787 ol azlye
S pas Hypothesis 2: The adoption of IFRS 9 in the impairment model of financial

instruments in Iranian insurance companies faces challenge.
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Table 7. Accounting challenges of hedging financial instruments in Iranian insurance companies

6)|.5L;.|.¢ CJa..a )lt"““ dl)’”l u.«j.‘L:.a 4%_55 4”55 -8)1'°“i'
Si t std. Mean Object Object
g Deviation ) number
lojler il Colis
0.000 21772 1.023  3.88 e U S 19
Lack of organizational knowledge
0.000 22194 0933  3.61 o i lo s S sy g oo Begy 05 20
Absence of a specialized developed procedure for managing investments
0.000 29200  0.805  4.09 ilaszan Sy S o &) 05 , 21
Absence of a specialized developed procedure for hedging
0000 27714 0747  3.61 ilespan gl sl sl ¥ slalil o5 , 22
Absence of necessary tools to implement all types of hedging
LSL Sblwgs L 1L o Lo ,Slos
0.000 33114 0704  4.06 , L SBloss s salor Bl ol o , 23
Undesirable capital market performance and sudden fluctuations
Sy 0 g o s3] el ko 31 Ly 5 30 Gl55 &) e
0.000 25.923 0.846 3.82 Failure to provide an accurate and dynamic report on the amount of 24
financial instruments by the risk committee
¢ : s
0000  41.105 0559  4.00 Tee S et 52 S e 25
Lack of expertise to make correct decisions
9 (o5 illae g3lugsgan (pis il AlTas Lulps (5155 5 (o) SOISCL
0.000 32.134 0.683 3.82  The problems of investigating and reporting the three conditions of the 26
effectiveness of hedging according to IFRS 9
gy yae SLaladl g Sy 55 ] 5,55 Ao
0.000 36.368  0.622  4.00 _ $ilaogas SLl s S Sepae Sl o8 ax _ 27
Failure to document risk management strategy and hedging proceedings
By Sty USRI TORFRNE R ECTN
0000 26197 0864  3.94 15 Sty Saie e Cliee 2,8 _ 28
Not documenting the extent of actual risk management alignment
0.000 el azlge 2l b ol 5o Jlo syl s5leysae 6 lulus 40 day Cais IFRS9 5,33 45,8
Q' s 59.319  0.37599 3.88  Hypothesis 3: The adoption of IFRS 9 in the insurance industry is facing a challenge in
J

accounting for financial instrument hedging in Iran.
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Table 8. Challenges of financial instrument disclosure requirements in Iranian insurance companies

& Joline e e Sl s e s s
Sig t std. Mean Object Object
Deviation number
o ool o LElas &l
0.000 29.281 0.755 3.85 A B2 TR S 29
Separate presentation of interest income
4 oK Bl Jbo sla olyls gomaads spazs )l aU by e i) prels oL &l
0.000 33.101 0.678 3.91 Presentation of impairment losses and losses resulting from 30
reclassification of financial assets according to IFRS 9
e s onis Sl o sla s cilis adad 5 56 ol g ogm (sLES!
0.000 24.221 0.834 3.52 _ _ oSl 31
Disclosure of gains and losses resulting from derecognition of
financial assets measured at amortized cost
o 1 LB Jb oyl &l
0.000 28.533 0.769 3.82 . s el 5 ol o b , 32
Providing specific financial assets and interest income
1084 o ;5 Leél
0.000 23.133 0.918 3.70 SRR O S 33
Disclosure of investment amount
(%] 3.&2|54 .))|9.,o 9 L5)L,.‘2.4:| »i--i) Co pde LgLao%..'L slasl
0.000 25.997 0.830 3.76 Disclosure of credit risk management practices and disclosure 34
exposures
ﬁ@l&&»&%)&;5sﬁokﬁblsl&é|
0.000 58.285 0.415 4.21 Disclosure of quantitative and qualitative risk information according 35
to IFRS9
(o L aky 4 il SIS glzdl
0.000 47.010 0.496 4.06 | Slopae bl 2R e Bl S5 sl _ 36
Adequate disclosure in accordance with IFRS 9 in relation to hedging

- el axlge e b Syl Bay slacS 5 0 o slo il sLadl syl 5 IFRS 9 5l 4 8,55

5, pie 50.017 0.44244 3.8523 Hypothesis 4: The adoption of IFRS 9 in the requirements of disclosure of

financial instruments in Iranian insurance companies faces challenge
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Table 9. General challenges of using ifrs 9 in Iranian insurance companies
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Sig S Mean Object Object number
Deviation

Ll mole  jmass o9 ST
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Insufficient expertise of human resources
0.000 32440  0.751 4.24 Sae> ST gy 5 Sl a3 38
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IFRS 9 implementation costs
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0.000 38.400 0.653 4.36 Unfamiliarity with the professional accounting community and 41

the insurance industry

e azlge (e b Gl e oS 13 5 1,2l sogas Sylse ;3 IFRS O i dy 5 &5 3

0.000 , 4 209 8 ,
5, pue 46.772  0.51808  4.2182  Hypothesis 5: The adoption of IFRS 9 in general cases of implementation in Iranian

insurance companies faces challenge
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