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Objective: Given the importance of having a unified set of standards to
enhance comparability, credibility, and understandability of financial
statements for users, and considering the active role of various investment
funds in attracting investors, this study aims to examine the extent of
conformity between national financial reporting requirements for
investment funds and the International Financial Reporting Standards
(IFRS). It also evaluates the current state of financial statements prepared by
investment funds and their level of compliance with IFRS.

Method: To collect data, two checklists were developed: one for disclosure
and another for recognition—measurement, comprising a total of 31
indicators and 336 questions. First, national financial reporting requirements
for investment funds were compared with the standards extracted in the
checklists. Then, the checklists were completed for the financial statements
of 151 investment funds in the year 2023.

Results: The results indicated that significant differences exist between
IFRS and Iranian reporting requirements, as well as between IFRS and the
current reporting practices of Iranian investment funds, in the areas of
disclosure, recognition, and measurement.

Conclusion: The findings reveal the presence of gaps in national standards
regarding the preparation of cash flow statements, fair value-related
disclosures and measurements, assessment of financial risks, and similar
areas. Therefore, it is recommended that standard-setters review and revise
the sample financial statements of investment funds in light of the identified
gaps, in order to improve uniformity, consistency, and comparability in
financial reporting.
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Introduction

The investment of companies worldwide requires the publication of reliable information in
the form of financial statements. The final product of the financial reporting process is financial
statements. Financial statements are one of the most important sources of information to show
the financial status, performance results, and cash flows of business entities; Therefore, the
basics of their preparation are important. In order to make correct decisions and optimal
allocation of resources, it is necessary to be able to compare the financial information of
economic enterprises with each other. Adoption of international financial reporting standards
can help investors to better understand investment conditions. Mutual funds have been able to
attract capital from a wide range of investors due to their diversity. The increase in diversity,
introduction of new types of mutual funds, and the growing number and value of the assets
under their management indicate the public interest in this financial institution in the field of
the national economy. Executive instructions for recording and reporting financial events of
investment funds were prepared by the members of the Standards and Training Committee and
the Financial Institutions Supervision Department of the Securities and Exchange Organization
in 2009. One of the weaknesses of this instruction is lack of updating regarding the current
issues of funds and international financial reporting standards such as fair value which is
implemented in Iran. This study aims to investigate the level of compliance between national
financial reporting requirements in mutual funds and international financial reporting
standards. This review will identify gaps and differences so that with appropriate planning we
can take critical steps to adopt and implement these standards.

Method

The research method in this study is quantitative content analysis and the measurement tool
is checklist. First, by studying the financial statements of investment funds prepared by KPMG
institute, the number of the standards used in them is prepared, and then the Iranian financial
requirements of the investment funds are matched with the initial numbers made in the previous
step. In the next step, by formulating the questions related to the reporting requirements of the
international financial reporting standards and preparing a checklist of these requirements, the
checklist questions are compared with the national financial reporting requirements in one
hundred fifty-one Iranian mutual funds. At this stage, it was determined whether all the
requirements mentioned in the international financial reporting standards are also present in
the national financial reporting requirements of investment funds. The method of analysis is
the binominal test.

Results

The findings showed significant difference between [FRS and Iran's reporting requirements,
as well as difference between IFRS and Iran's current reporting status in mutual funds in terms
of disclosure, identification and measurement dimensions through examining 31 indicators and
336 questions in both the disclosure and the identification and measurement checklists. Out of
the total number of questions from both dimensions (disclosure checklist and identification and
measurement checklist) which includes 253 questions (not including those that were irrelevant
in the review), there are only 53 questions (20.9%) in the accounting standards of mutual funds.
According to The significance level of the test (0.000) it can be said that this ratio value is
smaller than the critical limit of the test (0.8) and has a significant difference. From the eighteen
indicators of the disclosure checklist, only six indicators have been confirmed and eight
indicators have been rejected. Also, four indicators were not examined because they were
irrelevant in Iran. In the identification and measurement checklist, four indicators were
confirmed, eight indicators were rejected and one indicator was removed from the reviews out
of thirteen investigated indicators; therefore, there is a significant difference between the
international financial reporting standards and Iran's reporting requirements in mutual funds.
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Also, out of the total number of items (both the disclosure checklist and the identification and
measurement checklist), including the observed and non-observed cases (35381 cases), there
are 7042 (19.9%) observed cases, which according to the significance level of the test (0.000),
it can be said that this value is smaller than the critical limit of the test (0.8) and there is a
significant difference between the compliance of international financial reporting standards and
the current reporting situation in Iran's mutual funds. Thirteen indicators were checked, of
which three were confirmed, ten were rejected and all of the twelve indicators of the
identification and measurement checklist have been rejected.

Conclusions

This research has been done due to the need for financial information with greater
comparability and quality after the development of global markets. The study evaluated the
degree of compliance of national financial reporting requirements with international financial
reporting standards in mutual funds by emphasizing on the requirements of disclosure,
identification, measurement and considering the increasing growth of types and number of
mutual funds in Iran. Since there was a significant difference between the reporting
requirements of international financial reporting standards and the reporting requirements of
Iran in mutual funds, it is expected that the Securities and Exchange Organization and the Audit
Organization pay more attention to the compliance with IFRS in the reporting requirements of
mutual funds.
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