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ABSTRACT

On January 1, 2020, there is three Financial Accounting Standards that effectively
applied which one of them is PSAK No. 71: Financial Instruments. There is no
exception for Pension Fund to applied PSAK No. 71 but the condition occurred that
Pension Fund did not applied it because the Pension Fund’s misperception about
PSAK No. 71 and the Pension Fund tends to fulfil the regulations issued by Financial
Services Authority namely SEOJK No. 9/SEOQJK.05/2016 for investment valuation
also SEOJK No. 4/SEOJK.05/2021 for the financial reporting. This study is for
identifying factors that made Pension Fund not implemented PSAK No. 71 also the
issues and the impact to the Pension Fund financial statements. This study uses
qualitative approach through document analysis such as financial statements and all
supporting information also interviews with Pension Fund X’s directors and
employees also the auditors. The result showed that Pension Fund have to applied
PSAK No. 71 and the factor causing it namely (1) lack of understanding the scope
of PSAK No. 71 and (2) there is misperception concerning PSAK No. 71 which is
using fair value means already applied PSAK No. 71. The issues and impact for not
applying PSAK No. 71 namely (1) the total assets in the financial statements less
precise and not reflecting the Pension Fund’s asset value since impairment is not
applied to one of its financial assets and (2) no financial instruments disclosure in
the financial statements that caused the financial statement less informative.
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1. INTRODUCTION

International Financial Reporting Standards (IFRS) is being develop from time to
time therefor Board of Financial Accounting Standards of the Institute of Indonesia
Chartered Accountants (IAl) issuing some new and amendment of Statement of
Financial Accounting Standards (PSAK) also Interpretation Financial Accounting
Standards (ISAK) to minimize the gap between SAK and IFRS. The accounting
standards affecting the financial statement of business entity in preparing their financial
statements. On January 1, 2020, there are three SAKSs that applied effectively which are
PSAK No. 71: Financial Instruments, PSAK No. 72: Revenue from Contracts with
Customers, and PSAK No. 73: Leases that effecting the financial statements business
entities’ in Indonesia. PSAK No. 71: Financial Instruments effectively applied on
January 1, 2020 set up the principle for financial instruments which will presents
relevant information and useful to users of financial statements to perform valuation of
the entity’s amount, time, and future cash flow uncertainty. PSAK No. 71 adopted from
IFRS 9 Financial Instruments which applied January 1, 2018 and PSAK No. 71 has been
approved by Board of Financial Accounting Standards of IAl on July 26, 2017. The
scope of PSAK No. 71 applied for all entities to all financial instruments except that
stated in PSAK No. 71 paragraph 2.1. Definition of financial instruments based on
PSAK No. 50 is “each contracts that add value in financial assets and financial liabilities
entity or equity instrument other entity”.

Pension Fund is one of non-bank financial industry that regulated by Financial
Services Authority (OJK) which is a legal entity that manage and run fund to fulfill
pension benefit promises to the participants. Based on SEOJK No. 4/SEOQJK.05/2021
that Pension Fund have to report to OJK the audited financial statements in accordance
with the Indonesian Financial Accounting Standards. The condition occurred that
Pension Fund did not understand and aware that have to applied PSAK No. 71. This
condition implied in Indonesian Institute of Certified Public Accountant (IAPI)
education concerning “Audit and Accounting Aspects of Pension Fund’s Financial
Statements” on August 1-2, 2022 which the participant are mostly pension fund in
Indonesia. The Pension Fund tends to applied and follow OJK regulation such as SEOJK
No. 9/SEOJK.05/2016 for investment valuation and SEOJK No. 4/SEOQJK.05/2021 for
the financial statements format. Since the majority of the Pension Fund’s financial assets
is investment which measured at fair value, the Pension Fund thought that PSAK No.
71 already applied.

The object used is Pension Fund X since Pension Fund X has been established for a
long period of time and has a defined benefit pension perogram. Pension Fund X has a
variety type of investment in managing participant’s fund for their pension benefit in
the future.

The study is to identify the factor that caused PSAK No. 71 not applied in Pension
Fund X also the issued and impact because of it. The structure is consists of introduction,
literature review, research methods, organization profile, results and discussion, and
conclusion and discussion.
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2. LITERATURE REVIEW
2.1. PENSION FUND REGULATIONS

Based on Law of the Republic of Indonesia No. 11 Year 1992 concerning Pension
Fund, the Pension Fund is a legal entity that manage and operate pension benefit
program. The Pension Fund is divided to 3 (three) types which are Dana Pensiun
Pemberi Kerja (can organized either as a defined benefit or defined contribution
program), Dana Pensiun Berdasarkan Keuntungan (only organized a defined
contribution program), and Dana Pensiun Lembaga Keuangan (only organized a
defined contribution program). The investment policy and strategies (Arahan Investasi
or Investment Guidelines) is decided by the Pension Fund’s founder or the Pension
Fund’s supervisory board and founder that become the management guidelines in doing
its investment (Otoritas Jasa Keuangan, 2015). The limit of investments also included
in the investment policy and strategy (Otoritas Jasa Keuangan, 2018). The Investment
Guidelines also stated the valuation of investment in accordance with Surat Edaran
Otoritas Jasa Keuangan No. 9/SEOJK.05/2016 concerning the Pension Fund
Investment Valuation Basis, Form and Structure also Delivery Method of Yearly
Pension Fund’s Investment Report. The investments in Pension Fund are carried at fair
value or can be carried at cost if there is a constant rate of return to the maturity date
also the investments itself combined with the liability retirement benefits program or a
spesific part of retirement benefits program (Otoritas Jasa Keuangan, 2016). SEOJK
No. 4/SEOJK.05/2021 stated that Pension Fund have to report to OJK the audited
financial statements in accordance with the Indonesian Financial Accounting Standards.

2.2. PSAK NO. 71: FINANCIAL INSTRUMENTS

PSAK No. 71 purposes in accordance with paragraph 1.1:

“....1s to set up principle for financial reporting of assets and liabilitiest that presents
relevant information and useful to users of financial statements to perform valuation of
the entity’s amount, time, and future cash flow uncertainty.”

PSAK No. 71 paragraph 2.1 stated which entities that being excluded in applying
PSAK No. 71, and it is not included Pension Fund.

Financial Instruments, that classifies financial assets as subsequently measured at
amortized cost, fair value through comprehensive income or fair value through profit or
loss, on the basis of both:

(@)  business model for managing the financial assets; and

(b)  The contractual cash flow characteristics of the financial assets.

The entity assess whether the credit risk on a financial instrument has increased
significantly since initial recognitionat each reporting date. When making the
assessment, the entity uses the change in the risk of a default occurring over the
expected life of the financial instrument instead of the change in the amount of expected
credit losses. The entity compares the risk of a default occurring on the financial
instrument as at the reporting date with the risk of a default occurring on the financial
instrument as at the date of initial recognition and consider reasonable and supportable
information, that is available without undue cost or effort at the reporting date about
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past events, current conditions and forecasts of future economic conditions, that is
indicative of significant increases in credit risk since initial recognition to make that
assessment.

The purpose of terms in financial assets impairment is to acknowledge the whole life
expected credit of all financial instruments that has significant increase in credit risks
since intial recognition whether individually or collectively by considering all relevant
and supporting informasion including forward-looking (forward-looking) (lkatan
Akuntan Indonesia, PSAK 71 Instrumen Keuangan, 2021). The disclosure for financial
statements is arranged in PSAK No. 60: Financial Instruments: Disclosures.

2.3.PSAK NO. 18: ACCOUNTING AND REPORTING BY RETIREMENT BENEFIT PLANS

PSAK No. 18: Accounting and Reporting by Retirement Benefit Plans paragraphs
32 and 33 stated that the investment in Pension Fund is carried at fair value whereas for
marketable securities the fair value is the market value. If the fair value estimate of the
investment is ot possible then the reason why it is not used should be disclosed.
Investment in Pension Fund can be carried at cost if there is a constant rate of return to
the maturity date also the investments itself combined with the liability retirement
benefits program or a spesific part of retirement benefits program. The format, content,
and structure of the Pension Fund’s financial statements is regulated in PSAK No. 18.

2.4. PREVIOUS RESEARCH RESULTS

Previous research in regards of application of PSAK No. 71 in Pension Fund is only
by Gornjak (2019) for case study in Slovenia Pension Fund concerning applying IFRS
9 and Otete (2019) in regards of dilemma in financial reporting of financial statements
in Uganda in one of which concerning the application of IFRS 9. Besides those research,
there is also research about PSAK No. 71 such as Isma & Sixpria (2022) in regards
impact analysis of application PSAK 71 to allowance and financial performance of
listed bank entity; Al-Nsour & Abuaddous (2022) concering impact of IFRS 9 to
performance, solvency, credit ratio, capital adequacy ratio, expected credit loss, non-
performing credits and write offs for local bank operated in Gulf Cooperation Council;
Hermawan & Pratama (2021) about analysis and implementation PSAK 71 in PT X
that operate in heavy equipment in 2019; Matoviany & Firmansyah (2021) concerning
the impact of PSAK 71 application to bonds investment recognition and meaurement
owned by banking companies in Indonesia; and Gornjak (2020) about literature review
od IFRS 9 and its key parameter that impacted the valuation of financial instruments
and statements of profit or loss.

Other research was discussing of implication of PSAK 71 in banking industry and
there is not yet a research in regards of analysis of not applying PSAK 71 in Pension
Fund.

2.5. RESEARCH FRAMEWORK

The framework reaseach is to identify factors that made Pension Fund not
implemented PSAK 71 also the issues and impact that arise because of it.
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3. RESEARCH METHODS
3.1. RESEARCH APPROACH

The research using qualitative method or approach by case study which are scientific
activities that being done detailed, intensive, and depth to an incidents within an entity
therefor depth information can be obtained. (Creswell, Research Design: Qualitative,
Quantitative, and Mixed Methods Approaches (3rd ed.), 2009).

The phenomena that being research concering to Pension Fund not applying PSAK
71 and the issues also impact rises from that phenomenon.

3.2. RESEARCH STAGES

The stages done in this research by assess the literature, analyze the data, perform
interview with responded in regards to the phenomenon, and lastly perform data
reduction also data analysis.

3.3. DATA COLLECTION

The type of data that will be used are primary data which is interview and secondary
data such as financial statements and other supporting information that publish on line
officially by Pension Fund X, OJK, and other resources.

The instrument that being used for data collection is interview and the set up of
respondent criteria are:

1. Pension Fund X

a. Minimum 5 years experience in its fields considering that the respondent knows

the Pension Fund X’s accounting, operational, and financial statement.

b. Have enough knowledge to answer research questions concerning PSAK’s and

regulation that applicable to Pension Fund X.
¢. Have understanding about PSAK 71 concerning at least its scope and
arrangement.
2. Pension Fund X Auditor

Signing partner, engagement partner, and manager in charge for Pension Fund X
financial statement audit.

After permission being obtained, then the list of questions is being prepared. The
interview being documented by organizing, analyzing, and writing.

Data collection instrument that also being used are through electronic and printed
media, Pension Fund X and others.

4. ORGANIZATION PROFILE

The Pension Fund X is an employer pension fund with defined benefit program for
the founder and co-founder. The majority participants of Pension Fund X are retired
participants and there is also active participants and delayed retired participants.

Pension Fund X operational activities are to gather, manage, and develop the fund to
ascertain and maintain also to obtain sustainable participants’s result at retirement.
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There is no information in financial statements of Pension Fund X for implementation
of PSAK 71.

5. RESULT AND DISCUSSION

Pension Fund X have to applied PSAK 71 since Pension Fund is not excluded based
on PSAK 71. Based on interview to respondent in regards to it:

“If Pension Fund is a specific industry that for accounting policy refer to PSAK
25....Pension Fund is specific because the thing that being consider is how the ability
of its assets to fulfill pension benefit if Pension Fund is closed, The valuation of assets
program is based on PSAK 18 which is using fair value and can be at cost if can be
combined with the liabilities in accordance in PSAK 18. So there is specific
arrangements in regards of Pension Fund program assets ....but if there is anything that
not arrange in PSAK 18 that refer to other PSAK ...”
(Respondent, July 23, 2022).

PSAK 71 should be applied since in PSAK 18 more to reporting of pension fund
entity. The issues and implications of not applying PSAK 71 are as follows:

a. Financial assets
Based on the definition of financial instruments, Pension Fund X’s financial assets
consists of investment (except for land; building; and land and building), cash and
banks, and receivables (contribution receivables, interest receivable on late
contribution, investment receivables, and investment result receivables). For
investment in bonds and asset backed securities, Pension Fund X has to assess the
business model and the contractual cash flow to categorized this financial assets
since currently it is being recognized at fair value and at amortized cost. Pension
Fund X not yet consider impairment for its receivable and it may caused the value
presented is higher in the financial statement.
b. Financial liabilities
There is no effect for financial liabilities owned by Pension Fund X.
c. Notes to financial statements
Disclosure for financial instruments is not yet being disclosed by Pension Fund X.

6. CONCLUSION AND DISCUSSION

PSAK 71 should be applied by Pension Fund since it is not excluded by PSAK 71
and the factor that caused it are: (1) lack of understanding the scope of PSAK No. 71
and (2) there is misperception concerning PSAK No. 71 which using fair value means
already implemented PSAK No. 71. The issues and implication of not aplying PSAK
71 are (1) Pension Fund X should made assessment fot its business model and the
contractual cash flow since there is two valuation for investment in bond and assets
backed securities. For financial assets carried at fair value should be assessed whether
it is FVPL or FVOCI. In regards of receivables, Pension Fund X should consider
impairment for this financial assets. The total assets that being disclosed in the financial
statement are higher since there is no impairment that being made for the receivables;
and (2) Pension Fund X should made proper disclosure about financial instruments since
it will give the reader better understanding and information of the financial statement.
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The limitation of this study is interview in Pension Fund X and its auditor as
respondent. The study can be reference and contribution for academic, pension fund
industry, and regulator for implementation of PSAK 71.

ACKNOWLEDGEMENT

I would like express my gratitude to individuals who assisted with the study such as
my supervisor also the individuals that providing language help and the entity that helps
in providing the data and information needed in the study.

DISCLOSURES

There is no conflict of interests in performing this research.



Contemporary Accounting Case Studies,
March 2024, Vol. 3, No. 1, pg. 36-44 43

REFERENCES

Al-Nsour, R., & Abuaddous, M. (2022). A Comparison Study between IFRS 9 and IAS
39 in GCC Countries. European Journal of Business and Management Research , 7-
13.

Creswell, J. W. (2009). Research Design: Qualitative, Quantitative, and Mixed Methods
Approaches (3rd ed.). Thousand Oaks, CA: Sage Publications.

Creswell, J. W. (2014). Research Design: Qualitative, Quantitative and Mixed Methods
Approaches (4th ed.). Thousand Oaks, CA: Sage Publications.

Esterberg, K. (2002). Qualitative Methods in Social Research. Boston: McGraw Hill.

Gornjak, M. (2019). IFRS 9: Initiator of Changes in Management Accounting
Processes. International School for Social and Business Studies, Slovenia, 95-116.

Gornjak, M. (2020). Literature Review of IFRS 9 and Its Key Parameters. International
School for Social and Business Studies, Slovenia.

Gunawan, I. (2017). Metode penelitian kualitatif : Teori & praktik. Jakarta: Bumi
Aksara.

Hermawan, V., & Pratama, I. (2021). The Analysis and Implementation of Psak 71 (Ifrs
9): Financial Instruments at PT X for the Year 2019. ADI International Conference
Series.

Ikatan Akuntan Indonesia. (2018). PSAK 18 Akuntansi dan Pelaporan Program Manfaat
Purnakarya. In Standar Akuntansi Keuangan.

Ikatan Akuntan Indonesia. (2018). PSAK 25 Kebijakan Akuntansi, Perubahan Estimasi
Akuntansi, dan Kesalahan. In Standar Akuntansi Keuangan.

Ikatan Akuntan Indonesia. (2018). PSAK 50 Instrumen Keuangan: Penyajian. In
Standar Akuntansi Keuangan.

Ikatan Akuntan Indonesia. (2018). PSAK 55 Instrumen Keuangan: Pengakuan dan
Pengukuran. In Standar Akuntansi Keuangan.

Ikatan Akuntan Indonesia. (2018). PSAK 68 Pengukuran Nilai Wajar. In Standar
Akuntansi Keuangan.

Ikatan Akuntan Indonesia. (2021). PSAK 71 Instrumen Keuangan. In Standar Akuntansi
Keuangan.

Ikatan Akuntan Indonesia. (2021). PSAK 71 Instrumen Keuangan. In Standar Akuntansi
Keuangan.

Isma, S. A., & Sixpria, N. (2022). Analisis Dampak Penerapan PSAK 71 terhadap
Pembentukan Cadangan Kerugian Penurunan Nilai dan Kinerja Keuangan pada
Entitas Perbankan yang Terdaftar di Bursa Efek Indonesia. Jakarta: Politeknik
Negeri Jakarta.

Matoviany, M. A., & Firmansyah, A. (2021). Kepemilikan Investasi Obligasi
Perusahaan Perbankan di Indonesia: Dampak Penerapan PSAK 71. Jurnal Finamcial
and Tax.

Otete, D. A. (2019). Financial Reporting Dilemmas for Retirement Benefit Schemes:
Evidence from . European Journal of Accounting, 59-73.



Contemporary Accounting Case Studies,
March 2024, Vol. 3, No. 1, pg. 36-44 44

Otoritas Jasa Keuangan. (2015). Peraturan Otoritas Jasa Keuangan Nomor
3/POJK.05/2015 tentang Investasi Dana Pensiun.

Otoritas Jasa Keuangan. (2016). Surat Edaran Otoritas Jasa Keuangan Nomor
9/SEQJK.05/2016 tentang Dasar Penilaian Investasi Dana Pensiun, Bentuk dan
Susunan serta Tata Cara Penyampaian Laporan Investasi Dana Pensiun. 1-23.

Otoritas Jasa Keuangan. (2018). Peraturan Otoritas Jasa Keuangan Nomor
5/POJK.05/2018 tentang Laporan Berkala Dana Pensiun.

Otoritas Jasa Keuangan. (2018). Peraturan Otoritas Jasa Keuangan Nomor
8/POJK.05/2018 tentang Pendanaan Dana Pensiun.

Otoritas Jasa Keuangan. (2021). Surat Edaran Otoritas Jasa Keuangan Nomor
4/SEOJK.05/2021 tentang Bentuk dan Susunan Laporan Berkala Dana Pensiun.
Pemerintah Republik Indonesia. (1992). Undang-Undang Republik Indonesia Nomor

11 Tahun 1992 tentang Dana Pensiun.

Stander, Y. S. (2021). Quantifying The Sources of Volatility in The IFRS 9
Impairments. South African Journal of Accounting Research, 191-218.

Sudaryono. (2017). Metode Penelitian. Depok: Rajawali Pers.

Vanek, T., & Hampel, D. (2017). The Probability of Default Under IFRS 9: Multi-
Period Estimation and Macroeconomic Forecast. Acta Universitatis Agriculturae et
Silviculturae Mendelianae Brunensis, 759-776.

Vasilyeva, A. (2019). Methods of Calculation of Expected Credit Losses Under
Requirements of IFRS 9. Journal of Corporate Finance Research, 74-86.

Wahyuni, N. (2014). In-Depth Interview (Wawancara Mendalam).



