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From 1st of January 2018 all financial and non-financial organi-
zations (except insurance companies), which have financial in-
struments, such as cash, receivables, debt or equity securities, in
the statements of financial positions, had to replace the account-
ing under ias 39 with ifrs 9. The replacement changes and has
an impact on accounting processes, accounting routines, account-
ing policies, decision-making, and financial statements. The im-
pact is also on shareholder value. In research on the case study of
the Pension Company in Slovenia, we anticipate the changes be-
cause of the replacement. The purpose of the article is to present
the changes in processes, decision-making, and accounting. Our
contribution is to the growing literature on accounting, particu-
larly on the replacement of ias 39 with ifrs 9 and management
accounting. It is important to understand the changes that the re-
placement brings to the corporate governance of the organiza-
tions.
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Introduction

In July 2014, the iasb (International Accounting Standards Board)
published the final version of international financial reporting stan-
dard ifrs 9 – Financial instruments, which replaced the standard
ias 39 on 1st January 2018. The replacement changed the accounting
processes, accounting and financial statements in the organizations,
which uses international financial reporting standards, all over the
world because of the novelties that ifrs 9 defines.

New ifrs 9 introduced a novel approach on a principle basis and
strengthens the role of management accounting. ifrs 9 requires an
accounting of the expected credit loss for financial instruments in
an organization with the forward-looking approach. The forward-
looking approach is a novelty in accounting. The information and
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communication technologies of accounting systems should automat-
ically support the calculation of expected credit losses (ecl) and
should do the advanced calculations as well as present the effects
of the current and future business performance that support deci-
sion making for management in advance at least on each reporting
date or earlier.

The shift of accounting to a strategic level is essential because of
the impact of ecl on the statement of profit and loss. In organiza-
tions, the transition from the operational to the strategic level of
management accounting should occur and the accounting gains in
the importance again when introducing ifrs 9. The regulators (eba,
eiopa, and esma) support this transition (European Banking Author-
ity 2017; Benston, Bromwich, and Wagenhofer 2006; Huian 2012; On-
ali and Ginesti 2014).

In the past, the accounting professionals and widespread 20th
century’s definition was that the accounting is an impartial and ob-
jective observer of independent economic facts (Solomons 1991, 28).
In the 21st century, it still provides a true and fair value of financial
data and upgrades the accounting to management accounting, which
provides support to the managers at business planning, and prepa-
ration for business decisions in uncertain economic conditions (Hor-
vat and Korošec 2014, 33). It participates in the planning of strategic
decisions as well. With the introduction of ifrs 9, the management
accounting is strengthened because of constant calculation of ecl

before the decision is taken.
The purpose of the paper is to discuss the changes, which might

and should occur because of the replacement of the standard and
highlight the changes within the organization in its processes, struc-
tures and, in the end, in a significant impact on financial statements.

The paper is designed as a literature review and the case study of
a Pension Company operating in Slovenia, one of the smaller mem-
ber countries of the European Union. The paper explains changes in
strategic planning and management accounting in financial institu-
tions and recommends solutions to their management teams.

The paper is organized as followed: in section 2 we review the lit-
erature about the replacement of standard financial instruments, in
section 3 we present methodology, then in section 4 we present and
discuss the replacement of ias 39 with ifrs 9, point out the key is-
sues of implementation and stemming from the change, present the
different business models of ifrs 9 and discuss the changes in ac-
counting processes in pension company. In conclusion, we discuss
replacement advantages and further possibilities of research.
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Literature Review

ias 39 was first introduced in October 1984 and reissued in Decem-
ber 2003 with the application in 2005 and was rule-based standard
(it defined the accounting rules). It determined the accounting for
financial instruments until the 31st of December 2017 except for in-
surers, which can postpone the accounting under ias 39 until the
1st of January 2022, when the ifrs 17 for insurance contract will
be introduced. ias 39 determined four categories for financial in-
struments such as financial assets or liabilities. Each financial in-
strument had been classified at fair value through profit and loss
(fvtpl), held to maturity (htm), loans and receivables, and avail-
able for sale (afs). The category of financial instrument was the ba-
sis for measurement which was at fair value through profit and loss
for fvtpl category, or at fair value through other comprehensive in-
come for afs category or at amortized cost using effective interest
method for htm, loans and receivables categories (European Com-
mission 2016, 272). Financial instruments should be impaired only if
the objective evidence existed as a result of one or more events that
had an impact on estimated cash flows (European Commission 2016,
283, 284).

After the financial crisis in 2008, the criticism of rules-based stan-
dards stresses out that ias 39 may not be in line with environmental
changes or with innovative transactions, where the rules are useless
(Benston, Bromwich, and Wagenhofer 2006, 169). The new ifrs 9 is
principle-based and the criticism of the principle-based standard re-
lates to the lack of operational guidelines (Benston, Bromwich, and
Wagenhofer 2006, 169). With the introduction of a principle-based
standard ifrs 9, the comparison among organizations is no longer
possible, because such standard requires determination of the as-
sumptions and judgments made by the organization with the con-
firmation and verification from regulators and auditors (Benston,
Bromwich, and Wagenhofer 2006). The same financial instrument
could be measured differently in different organizations because the
risk appetite of each organization is different. ifrs 9 introduced the
accounting by the principles (iasb 2016, a321), although (Scapens
1994, 310) the rules allow more stable and predictable decisions that
are taken in an unstable environment.

Some authors (Huian 2012, 28; Kusano and Sanada 2019; Frère-
jacque 2014, 9) summarizes that ias 39 was one of the causes of the
financial crisis in 2008. The g20, the ecofin council and the Com-
mittee on Financial Stability proposed the improvements of the stan-
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Category ias 39 ifrs 9

The purpose of
the standard

Applies to all financial instruments, with a few exceptions.

The initial
recognition

When the organization becomes a party to the contractual provi-
sions.

Initial
measurement

The fair value including transaction costs (for financial assets that
are not held for trading).

Subsequent
measurement

The fair value (fvtpl).
Amortized cost.
Cost (for the equity instrument
with no reliable, fair value
measurement).

Fair value through profit or
loss (fvtpl).
Amortized cost (ac).
Fair value through other com-
prehensive income (fvoci).

Classification
categories

Fair value through profit or
loss (fvtpl).
Held to maturity (htm).
Loans and receivables.
Available for sale (afs).

Fair value through profit or
loss (fvtpl).
Amortized cost (ac).
Fair value through other com-
prehensive income (fvoci).

Reclassification Reclassification shall be pro-
hibited through profit or loss
after initial recognition.

Change of the business model.

Equity
instruments

All equity instruments classi-
fied as available for sale, are
measured at fair value through
other comprehensive income.
Recycling of the changes.

Irrevocable choice to designate
as fair value through other
comprehensive income.
No recycling.

Profit and losses Usually through profit or loss.

Impairment Several models of impairment.
Model of incurred losses.

A unified model of impairment
for all financial instruments.
The expected loss model.

notes Adapted from Huian (2012, 35).

dard of financial instruments with the emphasis on (Huian 2012, 28):

• the complexity of the ias 39 for financial instruments,
• the extent to which the financial instrument is subject to fair

value, and
• the procedure of recognition and measurement of financial in-

struments.

In table 1, we present a difference between ias 39 and ifrs 9 in
the purpose of the standard, initial recognition, and measurement
of the initial classification, reclassification, investments in equities,
profit or loss and impairment of financial instruments.

As we presented in table 1, in the purpose of the standard, the
initial recognition, and in the measurement of financial instruments
there is no difference between ias 39 and ifrs 9. The biggest mod-
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ifications are in the classification of financial instruments and sub-
sequent measurement. The change is also in the impairment which
replaced several models in ias 39 to one unified model of impair-
ment in ifrs 9.

ifrs 9 also introduces the new accounting within different busi-
ness models which are the key triggers for the classification of finan-
cial instruments. A business model is a new term in accounting (Page
2014, 684; Girella, Tizzano, and Ferrari 2019; Di Fabio and Avallone
2018; Novak 2014; Lassini, Lionzo, and Rossignoli 2016) and is deter-
mined by ifrs 9 (International Accounting Standards Board 2009,
12) as:

• the nature of the business which includes the sector of oper-
ations, the primary markets and competitive position, the im-
portant features of the legal, regulatory and macroeconomic en-
vironment, the main products and services, business processes
and distribution channels, the structure of the organization and
its economic model,

• management’s objectives and strategies for meeting the objec-
tives,

• the resources, risks, and relationships,
• results of operations and prospects,
• key indicators for measuring organizational performance.

A business model is defined as a fact and it is determined by the
performance of organization, evaluation and reporting to the key
management and it is determined by management of organization’s
financial assets, held within chosen business model, in relation with
the risks that affect the performance of the business model, the way
of managing those risks, and with the compensations of the man-
agers (Marshall 2015, 13). Management team determines the con-
tent and number of business models in the scope of ifrs 9 that are
directed by managing the organization’s assets in at least three dif-
ferent business models (Marshall 2015, 13; Di Fabio and Avallone
2018, 26):

• to generate the cash flow with collecting contractual cash flows,
• to sell financial assets or
• both.

Onali and Ginesti (2014, 636) note that investors embraced pos-
itively the accounting reform in financial instruments, particularly
in the countries with bigger differences in the implementation of
accounting rules and they are sure that ifrs 9 will solve all the
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problems of the standard ias 39. In another research Onali, Ginesti
and Ballestra (2017) note that organizations with better information
quality and lower information asymmetry have a positive impact on
financial statements after adopting ifrs 9.

The iasb’s Chairman in a speech he had in January 2016 to the Eu-
ropean Parliament pointed out, that the biggest change in replace-
ment of the standard is the introduction of a model of expected credit
losses that require on-time recognition of the inevitable losses in fi-
nancial statements, particularly in banks (Hoogervorst 2016).

Furthermore, ifrs 9 contributes to improvements in financial re-
porting, notably in the debt instruments, because of the impairment
of financial assets that bring different but significant changes in ac-
counting policies. Impairments base on the model of future losses.
Consequently, the stakeholders should have information about the
remarkable increase in credit risk (Marshall 2015, 1, 2). As a weak-
ness, we can note the costs that incur due to the standard’s imple-
mentation. However, Marshall (2015) estimates that the benefits out-
weigh the costs of the implementation. We can agree with bene-
fits that relate to larger organizations (e.g. banks, insurers), but in
small and medium-sized organizations the standard’s implementa-
tion probably causes increased costs. us gaap and ifrs 9 do not use
the same principle for impairment, but the European organizations
shall not have a competitive disadvantage because of the different
models of impairment (Marshall 2015, 2).

The researches of ifrs 9 are rear due to the new introduction of
the standard in 2018. Some authors have researched the impacts
of impairments, reporting and business models (Frèrejacque 2014;
Gebhardt 2015; Hashim, Li, and O’Hanlon 2016; Knežević, Pavlović,
and Vukadinović 2015; Rebermark and Rydell 2013; Di Fabio and
Avallone 2018; Girella, Tizzano, and Ferrari 2019; Pucci and Skær-
bæk 2019). Some other authors have researched the calculation of
expected credit loss (ecl) with emphasis of the probability of default
(pd) and loss given default (lgd) (Basel Committee on Banking Su-
pervision 2015; Cohen and Edwards 2017; Edwards jr 2016; Hashim,
Li, and O’Hanlon 2016; Kristof and Virag 2017; Novotny-Farkas 2015;
Venter 2016; Seitz, Dinh, and Rathgeber 2018). The contribution of
replacement of ias 39 with ifrs 9 could also contribute to the sim-
plification of processes and decision making (Brkovic 2017; Gornjak
2017).

In the paper, we discuss the changes due to the replacement of the
standard for financial instruments in accounting, processes, struc-
tures of the organization. In the paper, we set the research question
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which is how the accounting processes could modify or change the
organization itself.

Methodology

The paper is based on a qualitative research approach with the
case study as many researchers of management accounting suggest
(Ahrens and Chapman 2006; Burns 2014; Kaplan 1984; Mat, Smith,
and Djajadikerta 2010; Modell 2005; Schiller 2010; Siti-Nabiha and
Scapens 2005; Vaivio 2008). Some of them even emphasize the use
of case studies (Burns 2014; Burns and Scapens 2000; Humphrey and
Scapens 1996; Kaplan 1984; Liguori and Steccolini 2012; Siti-Nabiha
and Scapens 2005; Steen 2011). Vaiviu (2008, str. 64) argued that the
researches base on case studies are relevant in the case when the
changes are introduced into the daily practices, activities, processes,
values, and norms of the employees in an organization (Siti-Nabiha
& Scapens, 2005, str. 45). The adopting changes in the scope of ifrs

9 are introduced into the daily practices and processes.
The paper bases on the case study research of pension company

placed in Slovenia. Pension company is a specialized insurance com-
pany that can provide only one service – additional pension insur-
ance. The business of pension company consists of the manage-
ment of funds raised for additional pension and the payment of sup-
plementary pension annuity to policyholders at a certain age. The
main assets under management are primarily financial instruments
(mainly debt instruments) which were the key category of the re-
placement of the standard for financial instruments, so the pension
company is appropriate for the research.

We discuss the changes in organizational level by studying the
pension company in Slovenia and comparing the existing processes
and performance with the new, modified processes because of the
replacement of the standard in the fields of classification, measure-
ment, and impairment of financial instruments. The replacement
of measuring the financial instruments requires modifications in
recognition, classification, and measurement, impairment of finan-
cial instruments on assets and liabilities side. Those categories are
measurable and have a significant impact on the financial state-
ments of organizations. Additionally, the changes occur also in ac-
counting and organizational processes, structures, and decision-
making which is the main topic of the paper as discussed by dif-
ferent authors (Brunsson and Olsen 2018, 1; Burns and Scapens
2000; Steen 2011; Mat, Smith, and Djajadikerta 2010; Chenhall and
Langfield-Smith 1998).
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In the next section, we introduce the theoretical background of
ifrs 9 which is the basis for the case study.

ifrs 9: Replacement of ias 39

In this chapter, we present the key changes due to the replacement
of the standard for financial instruments. The changes are in the in-
troduction and implementation of the standard, in defining business
models and in modifications of accounting routines, processes, and
organizational structure.

implementation of ifrs 9

ifrs 9 introduces many modifications in operations and manage-
ment in the organization. The implementation is a several month
project. With the introduction of ifrs 9, organizations are facing
with two key challenges (Moody’s 2016, 9):

• the tactical challenge, which refers to the introduction of the new
standard promptly because the replacement is demanding due
to complex data by the 1st of January 2018, and

• the strategic challenge, which relates to the requirements of the
standard by constant monitoring, reporting, and management
of the ecl impact on business, mainly regarding the volatility of
earnings.

The tactical challenge remained until the introduction of the new
standard on the 1st of January 2018. After that date, the calculation
of ecl and observation of impact to financial statements become the
monthly routine. The strategic challenge remains because of con-
stant monitoring, reporting and analyzing the expected credit losses
on shareholders’ value on a daily bases business and in future pro-
jections and simulations.

When an organization introduces ifrs 9 it has to take into account
certain activities related to the timetables which are presented in
figure 1 and are part of strategic challenges.

The organization, at the beginning of the introduction of ifrs 9,
determines the financial investments’ segmentation such as classifi-
cation as equity or debt instruments, then determines sample struc-
ture for those instruments and identifies the assumptions, variables
and defines the default. Then verifies the data quality and defines
the data for development and validation. The development of mod-
ules for the analysis and testing is the next activity. The accounting of
financial instruments is different in ias 39 and ifrs 9, so the organi-
zation has to test and analyze the different outcomes which are the
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Financial
instruments

segmentation

Development of the
joint model

Analysis of prepared
models and final
model selection

Targeted model
structure:

group/local/multiple
models

Development of
subsequent models:

univariate and
multivariate analysis

Pre-implementation
test

Input data and
identify candidate

variable (qualitative
and quantitative

factors)

Define the historic
data population for
development and

validation

Definition of default
Data quality
verification

figure 1 Building Activities for the Basis for ifrs 9
(adapted from Moody’s 2016, 13)

result of replacement. As the testing result, the organization devel-
ops a typical model for ifrs 9 from the test module. The last activity
is the selection of the final design and testing before the implemen-
tation (Moody’s 2016, 13).

At the same time, with the establishment of the basis for ifrs 9,
organizations have to determine business models, which are related
to the classification of financial instruments and is a novelty in or-
ganization business. Until the introduction of ifrs 9, there was no
need to use business model classifications.

We complete the discussion with the key processes at the intro-
duction of ifrs 9 (establishment, determination of business models,
policies, etc.) in an organization (Chou, Vassar, and Lin 2008, 42).
The process of replacing the accounting of ias 39 to ifrs 9 may be
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Collect
accounting
information

Analyze
accounting

items

Accounting
items

taxonomy

Import
accounting

items into db

Generate
ontology of
accounting

Stage 1 Stage 2 Stage 3 Stage 4 Stage 5

figure 2 Designing Processes in Management Accounting Research (adapted from
Chou, Vassar, and Lin 2008, 42)

divided into five key steps or stages, as presented in figure 3 (Chou,
Vassar, and Lin 2008, 42):

1. collecting the existing accounting information (from an account-
ing information system or other data sources),

2. analyzing the existing accounting items (each accounting entry
is distributed or classified because of the content of the items,
the relationship between them and business),

3. a new accounting classification (taxonomy) of items, were using
the results from analyzing and an elaborate model of interre-
lated items assigned taxonomy,

4. importing accounting items of ifrs 9 in the draft financial plan,

5. the creation of ontology of accounting for ifrs 9 (creates an ac-
counting architecture that impact item).

The process of replacing the accounting within the scope of ifrs

9 is presented in figure 3.
As we presented earlier, we can summarize that the organization

has to determine at least three business models for the classifica-
tion of financial instruments. The process of establishing the busi-
ness models according to ifrs 9 should focus on the collection of
the necessary and relevant business information, such as account-
ing, sales, finances, etc. (stage 1), which then can be the basis for
analysis and classification of financial instruments in the appro-
priate business model (stage 2). The organization determines how
many different business models should use for the classification of
financial instruments (stage 3). There should be at least three dif-
ferent business models for classification of financial instruments in
accordance with ifrs 9 which are: (i) measured at amortized costs,
(ii) measured through other comprehensive income or (iii) measured
through profit and loss for debt instruments (stage 4). After setting
the number and content of the business models for the existing fi-
nancial instruments in the portfolio of the organization the organi-
zation creates an ontology of ifrs 9 (stage 5). This is a fundamental
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process because the organization can later in the future reclassify
the financial instruments only if the business model is changed.

After replacing the accounting of financial instruments, the orga-
nization focuses on building or upgrading the information system
(is), that should automatically support the decisions about classifi-
cation according to ifrs 9. On each purchase day of financial instru-
ment, the decisions about the choosing business model and sppi test
has to be performed.

Automation of the process according to ifrs 9 is essential for ef-
ficient operations of the organization and shall be carried out at the
level of a strategic information system. Also, the information system
should take into account the time, purpose and data integration for
reporting, strategic decision-making, not only for managers but for
the entire organization (Odar, Kavčič, and Jerman 2015, 85).

different business models of ifrs 9 and the

measurement of financial instruments

The replacement of the standard, as a regulation, has an impact
on the changes in recognition, measurement and accounting itself,
transactions, and decision-making within the organization. As we
mentioned, each company has to introduced at least three business
models according to ifrs 9.

Decision tree for ifrs 9 is divided into two parts; the part that is
associated with the decisions when replacing the standard or later,
on the purchase or acquisition of financial instruments, as well as
to the part which refers to reporting date, which can be a month, a
quarter, a semester or a year.

For each financial instrument, the organization should select a
business model. The decision of the selected business model in-
cludes information about a financial instrument, its characteristics,
as well as information about the source of funding of financial in-
struments, which can be short-term or long-term.

As introduced in the previous chapter, when a financial instru-
ment is purchased, it has to be classified in one of the selected busi-
ness models according to ifrs 9. There are at least three business
models. The first business model is for financial assets that are held
for trade and measure through profit and loss. In this case, the price
is a fair value from the market. All the changes in fair values are
measured in profit or loss. The second business model is for the fi-
nancial asset that is held to collect cash flows and for trade. Before
the financial instrument is recognized in the statement of financial
position, the organization needs to do the sppi test and check, if the
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figure 3 Decision Tree According to ifrs 9 at Recognition and Reporting Day

future cash flows are only payment of principal and interests. In this
business model, the fair value is measured, but changes are reflected
in other comprehensive income in the statement of financial posi-
tion. The third business model is the valuation at amortized cost.
The check of the sppi test is necessary, and if the financial instru-
ment passes the test, it means, that the future cash flows are only
payment of principal and interest. If an instrument pays something
else than just the interests (for example, conversion into shares),
then it cannot be valued at amortized cost, but only through profit
or loss because it fails the sppi test. It is further necessary, that for a
financial instrument, which passes both two tests, that the organiza-
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tion calculates the ecl, with the previous calculations of pd, determi-
nation of lgd and calculation of ead (exposure at default), with the
use of the effective rate from the day of purchase. ifrs 9 introduced
three stages of subsequent measurement of financial instruments at
each reporting date. Usually, the financial instruments on recogni-
tion are measured at amortized cost and classified in stage 1 accord-
ing to ifrs 9, which means the calculation of 12 months ecl. The 12
months ecl is provisioning on the obligation side in the statement
of financial position, as well as the expense in the profit and loss
account is recognized. With the accounting in the scope of ifrs 9,
the organizations evaluate the credit risk twice, once within the pur-
chase (the credit risk is included in the price of the financial instru-
ment) and second with the calculation of ecl and the provisioning.
At each reporting date, the check of credit risk and calculation of
ecl is necessary due to ifrs 9. If credit risk increases significantly,
the financial instrument is moved from stage 1 to stage 2. In stage
1 the 12 months ecl is calculated, while in stage 2 the lifelong ecl

is calculated, which, in the long maturities, multiplies the 12 months
ecl. If there is evidence of default the financial instrument is moved
to stage 3 where the impairment is recognized. As we can assume,
the increased credit risk is expressed in the accounting losses of fi-
nancial instruments and includes a forward-looking approach.

The organization writes the criteria that define the changes in
credit risk in accounting policy or regulation. Determining changes
in the credit risk is based on reasonable and supporting informa-
tion to the future (iasb 2016, a342). The organization, with defining
the triggers for changes in credit risk, takes into account the assess-
ment, that if the default risk has changed throughout the maturity of
financial instruments, there is the change in ecl (iasb 2016, a343).
In other words, it is necessary to check the pd, and from changes in
pd, the new ecl is calculated with discounting future cash flows.

As we mentioned, in the process of determining the measurement
of financial instruments, we do the sppi test if the financial instru-
ment is in the business model at amortized cost or through other
comprehensive income. The sppi test is performed for debt instru-
ments. The standard specifies that a financial asset can be measured
at amortized cost if both conditions are met (iasb 2016, a336):

• the financial asset is held within a business model, whose objec-
tive is to hold financial assets to collect contractual cash flows,
and

• the contractual terms of the financial asset give rise on specified
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dates to cash flows that are solely payments of principal and in-
terest on the principal amount outstanding.

sppi test covers an overview of the prospectus and the character-
istics of debt security. The checklist is a part of the process of recog-
nition of financial instruments and is part of the financial informa-
tion system and an automated process, except in part, where it is
necessary to perform the qualitative and quantitative assessment to
determine, whether there is a contract payment of solely principal
and interests.

Before the purchase of a financial instrument, the organization
has to check all possible scenarios, do the sppi test and determine
the impact on future profit or loss. Only well-supported accounting
systems allow all the testing and checking, so it is necessary to verify
the adequacy of internal accounting systems and the calculations at
the time of implementation of ifrs 9.

Accounting Processes Change within an Organization

Because of the introduction of ifrs 9, accounting is changing and
the change is usually related to accounting systems, regulations and
norms (Liguori and Steccolini 2012, 27). Factors affecting the ac-
counting changes, in theory, can be grouped into (Liguori and Stec-
colini 2012, 49–52):

• environmental factors – external factors,
• intra-organizational factors – factors within the organization and
• the organizational filtering of environmental factors affecting

change.

Enivormantal or external factors are determined by regulative
pressure (Liguori and Steccolini 2012, 49) that is in our research
the regulation of ifrs 9. They are the first and primary triggers for
radical and incremental changes in an organization. Any change in
legislation can directly affect the introduction of new systems and
structures. (Liguori and Steccolini 2012, 49) In the case of the re-
placement of the ifrs 9, the regulation of financial instruments in
ifrs 9 triggers changes in the financial structures, processes, and
systems, because the classification and measurement of financial
instruments are changed completely.

External factors, however, are not sufficient to change the per-
formance of the organization, so it is necessary to organize a group
of employees within the organization to implement changes. The
group has to have the support of the managers and suitable commu-
nication tools to communicate the changes, innovations and new ap-
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proaches (Liguori and Steccolini 2012, 50). The intra-organizational
introduction of external factors is also the key factor of the ac-
counting change, which dictates the of speed and the introduction
of the modification. The introduction of change is more effective if
it includes the whole organization and all key employees from vari-
ous organizational units, not just accounting or finance (Liguori and
Steccolini 2012, 52).

Accounting changes are usually closely related to the change of ac-
counting routines which are recorded in adopted manuals, instruc-
tions or policies. Usually, the accounting routines are more associ-
ated with financial stability than with change. (Steen 2011, 532, 536).
In accounting, the replacement of a standard for a financial instru-
ment is a huge change with the impact on the routines.

In 2000, the author of the Burns and Scapens (2000) published a
framework for institutional changes of routines used by the manage-
ment accounting, and they define the routines as (Steen 2011, 502,
506): ‘how things are actually carried out and as processes that are
typically in use.’

As we have already noted, ifrs 9 is based on principles which do
not coincide with the definition of the routines in the performing
tasks of the management accounting. Routines will be part of the
business process in the bookkeeping, while management (strategic)
accounting is becoming more complex, as it is more complex the
measurement of the data in the financial statements because the ex-
pectations in the future are incorporated in measurements.

Successful implementation of ifrs 9 is associated with changes in
all areas of the organization (strategy, objectives, current business,
finance, accounting, sales). For a successful implementation, it is
necessary to define clearly and communicate the changes because
of the replacement of the standard, to set up an efficient organiza-
tional structure that supports all the changes in business processes
(Suran 2002, 31).

Because of the new standard, the organizations change their busi-
ness processes that are associated with the decisions making, as
well as with accounting. Organizations take into account the dif-
ferent business models and measurement of financial instruments
in the process of preparing the new strategy. The new strategy is
required because the ifrs 9 changes the data in the financial state-
ments. Before the formal replacement, new rules and strategy doc-
uments should be defined (strategic plan) as well as operational
documents (business plan, policies, regulations, etc.). As a result of
organizational changes in the formal processes (strategic plan, op-
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erational plan, policies, regulations, guidelines) the organizations
achieve better financial results and also improve business com-
munication and have better control of processes (Valančiene and
Gimžauskiene 2007, 16). Improvement of the processes focuses on
attempts to change practices to be more responsive to customers and
to improve performance in quality, time, speed and reliability while
reducing production costs (Armistead 1999, 143). As recorded by
Valančiene and Gimžauskiene (2007, 21), the importance of manage-
ment accounting is a shift from the orientation on the shareholders
to the focus on customers-employees-shareholders, where is con-
stant monitoring, measuring and managing the strategic advantages
of the organization and future results.

In the case study of Pension Company, we researched the changes
in the business process in the scope of ifrs 9. The company has
business processes divided into several partial sequence processes.
As we added the processes related to ifrs 9 we acknowledge, that
the business processes changed and expanded. we present business
processes according to the existing and new accounting. The partial
sequence business processes are:

• the beginning of the business process (the process begins with
the payment of premiums for pension insurance and the alloca-
tion of assets to the personal accounts) – existing process,

• the allocation process (the process involves the analysis of the
paid-in premiums, depending on the age of the insured people
and the type of insurance) – new process,

• the testing process (the process involves a test of the business
model for ifrs 9 and sppi test) – new process,

• the process of investing (process includes investments of the
premium in a variety of financial instruments as the result of
the allocation and testing process) – existing process,

• support process (process includes all the supporting activities
for recognition of financial instruments, such as bookkeeping,
calculating the ecl) – existing and new process,

• the process of finalizing (is the process that takes place at each
reporting date and covers the calculation of pd, ead, ecl, allo-
cating financial instruments from the stage 1 to stage 2, or from
stage 2 to stage 3, or vice versa, etc.) – existing and new process.

If we connect business processes that are in place in the pension
company, we can extract three main processes (Dvoršak 2014, 156):

• fundamental processes, in which the principal activity is carried
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out and include the beginning of the business process and the
allocation process,

• supporting processes that support the implementation of core
activities and to include the testing process, support and finaliz-
ing and

• the management process covering the entire business regarding
governance, management, and control of the business.

The business processes in the Pension Company had changed
or supplemented with two additional processes because of the new
standard: analysis of the allocation of premiums and the testing pro-
cess of the selection of the business model and sppi test. Addition-
ally, the supporting process and the process of finalizing are ex-
panded with more data and calculations of the pd, ead, and ecl.

The renewal of the business processes, which we have discussed
in this chapter, we can define as business process management.
Business process management covers a broader view than just the
renovation of business processes, especially if the changes refer to
the entire business cycle and introduce new or renewed business
processes gradually, comprehensively and in real-time (Žabjek 2011,
67, 68).

With the implementation of ifrs 9, the organization (Kovačič and
Bosilj-Vukšić 2005, 379):

• defines the new business models and business processes,
• establishes appropriate and effective strategies and mechanisms

for change management,
• simultaneously solves the problems,
• builds an adequate system and mechanisms for continuous im-

provement and
• defines the strategy and methods of analysis, measurement and

risk management.

Conclusions

Regulation of financial instruments in ifrs 9 triggers the changes in
financial structures, processes, systems and decision making. Suc-
cessful implementation is associated with changes in all areas of the
organization such s strategy, objectives, current business, finance,
accounting, sale, purchase. The new strategy is required because
ifrs 9 changes the data in financial statements. As a result of or-
ganizational change in the formal processes such as strategic and
operational plans, policies, and guidelines, the organization achieves
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better control on the variation of financial results that are reflected
in financial statements.

Organizations apply the replacement of the standard as an exter-
nal factor, and radically change the business processes and infor-
mation systems. Replacement of the standard changes current busi-
ness in fields of accounting, finance, management, sales, purchase,
information systems, and management. The organization classifies
the financial instruments as equity of debt securities. Furthermore,
it is necessary for the debt securities to determine at least three new
business models according to ifrs 9: the collection of cash flows, the
collection of cash flow and sales or collection for sale. Depending on
the chosen business model, the financial instruments are measured
at amortized cost or at fair value through the other comprehensive
income or at fair value through profit or loss. Further, the measure-
ment at amortized cost and through other comprehensive income re-
quires the sppi test which tests if the cash flows are solely payments
of principal and interests. In each reporting date, the organization
has to check the increase or decrease of credit risk and calculates
the new ecl. ecl affects the financial result, so the decision about
the financial instrument has to be made before the instrument is
purchased.

The article contributes to management accounting science be-
cause the replacement of the standard never happened until 2018.
The change at the organization and its structure was presented with
the changes in the business processes. Business processes are added
and expended. Further research could be performed after the im-
plementation of a new ifrs 9. The further qualitative or quantita-
tive research should analyze the effectiveness of the replacement to
organizational processes, decision-making and impact on financial
statements.
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