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BACKGROUND AND CURRENT SITUATION

Montenegro Insurance Supervision Agency (ISA) is an independent institution acting as
responsible market regulator and supervisor for the insurance market in Montenegro. It is
also responsible for enacting by-laws, setting rules and standards and conducting a
supervision of the insurance industry in Montenegro. ISA was established by the State of
Montenegro in 2007 in accordance with the Law on Insurance.

Accounting act of Montenegro (“Official Gazette of Montenegro ", no. 145/21 as of
31.12.2021 and no. 152/22 as of 30.12.2022 defines the prescribed form of Financial
statements for insurance in Montenegro. ISAis also responsible institution, by the Accounting
Act of Montenegro, to align the legislative framework for financial reporting for insurance
with IFRS 9 and IFRS 17 by enacting prescribed forms of financial statements for insurance
undertakings in Montenegro (the balance sheet, income statements and the cash flow forms).

ISA started preparation for implementation of IFRS 9 and IFRS 17 in Montenegro in 2023. ISA
conducted a survey on the insurance market's preparedness for implementing the IFRS 9 and
17, focusing on available capacities and necessary adjustments for establishing new business
processes in insurance companies. The findings were presented at a round table organized by
ISA, addressing challenges in standard implementation. Participants showed varying levels of
readiness in preparatory activities for the application of the standards. Select insurance
companies are already preparing to, or have already adopted IFRS 17 and IFRS 9 for the
purposes of the consolidated financial statements of international financial groups within
which they operate. However, for other companies, preparatory activities will only
commence after the implementation of the standard begins in the countries of their parent
companies, or after a decision is made on the standard's application in Montenegro.

Implementation of IFRS 9 and IFRS 17 impacts both supervision and insurance companies.
Considering the complexity and significant scope of capacity building required, and the effects
of adjustments to accounting policies, asset valuation methodologies, actuarial and system
adjustment required by IFRS 9 and 17, Montenegro considered it appropriate to delay
implementation of the standards until January 1, 2026.



ISA is currently developing new forms of financial statements (Balance Sheet, Income
statement, and Cash flow statement forms) for insurance companies in Montenegro.
Simultaneously insurers are working on data segmentation and analytics, software,
methodologies, and data mapping and testing. These exercises form the basis for quarterly
reporting based on IFRS 9 and IFRS 17. Due to scarce expertise on IFRS 17 methodology in
Montenegro, and limited options for transfer of know-how, capacity building is required for
an efficient transition in financial reporting from IFRS 4 to IFRS 17.

IFRS 17

International Financial Reporting Standard (IFRS) Accounting Standard 17 Insurance Contracts
is an advanced financial reporting standard applied by insurers and similar financial
institutions. Adoption of IFRS 17 ensures transparency and reliable information for the market
and other users of financial information. It has significant impact in the way insurance
contracts are recognized and reported. IFRS 17 replaces IFRS 4 as the standard regulating
insurance contracts.

Understanding the requirements of IFRS 17 is crucial for its successful implementation. It will
allow insurance companies to (a) assess the specific impact of IFRS 17 on their financial
statements, operations, and business strategies (b) make informed decisions about resource
allocation, system upgrades, and redesigning processes.

TRAINING

Extensive training is a vital first step to ensure proper understanding of IFRS 17 and kickstart
its implementation. Organizing training programs in a decentralized manner by individual
insurers may lead to inconsistencies in training quality, limited participation, and increased
costs. Therefore, adopting a centralized approach to training, led by Montenegro Insurance
Supervision Agency, offers several advantages, including (i) consistent quality standards
(materials and methodologies) across all insurers, (ii) effective participation of necessary staff
from all insurance companies, (iii), reducing overall costs for participating insurers, and (iv)
enabling effective monitoring of their effectiveness.

The training aims to cover all essential areas for the adoption of IFRS 17 Insurance Contracts,
specifically: (i) an overview of IFRS 17, (ii) impact assessment, (iii) new accounting policies, (iv)
actuarial methodologies, (v) data requirements, (vi) system changes and (vii) reporting and
disclosures.

On completion of this 5-day training course, participants should be able to:

e Understand the scope of IFRS 17

e Discuss and understand the IFRS 17 General Model requirements



e Understand and apply the eligibility criteria for the IFRS 17 premium allocation approach
(the simplified approach)

e Understand the requirements to apply the General Model and the Premium Allocation
Approach measurement model

e Understand the requirements to apply the measurement model to reinsurance contracts

e Understand the requirements to apply IFRS 9 Financial Instruments and IFRS 18
Presentation and Disclosure in Financial Statements in an insurance environment

e Understanding the necessary Supervisory considerations for adoption of the standards.

THE TARGETED AUDIENCE

40 including staff from Montenegro Insurance Supervision Agency, Audit Council, Audit
Oversight Division and Institute of Certified Accountants of Montenegro.

SUBSEQUENT TO THE TRAINING

The knowledge and experience gained from this training will facilitate alignment of countries’
insurance accounting, reporting and infrastructure with relevant international and European
requirements. Montenegro Insurance Supervision Agency will submit a report within 45 days
to the World Bank on their learning along with an action plan for implementation and
enforcement of IFRS 17 by 2026.

The training is organized the World Bank’s Center for Financial and Sustainability Reporting
Reform (CFRR), based in Vienna Austria, under its regional program Enhancing Accounting,
Auditing, and Sustainability Reporting Program (EAASURE).

The development objective of EAASURE is to enhance corporate financial reporting practices
and support the adoption and roll out of sustainability reporting in the Europe and Central
Asia (ECA) region. The program focuses on supporting the ongoing reforms in corporate
financial and sustainability reporting in several countries: Armenian, Azerbaijan, Albania,
Bosnia and Herzegovina, Georgia, Kosovo, Moldova, Montenegro, North Macedonia, Serbia,
and Ukraine. The program is co-funded by Austrian Ministry of Finance, Swiss State Secretariat
for Economic Affairs (SECO) and Austrian Development Cooperation (ADA). It is focused on
the following five thematic aspects: (i) Regulatory Frameworks; (ii) Sustainability Reporting,
(iii) Monitoring and Evaluation; (iv) Building Institutional Capacity; and (v) State-owned
Enterprises.

The language of the event is English. ISA has communicated that any interpretation in local
language is not required.

The draft agenda is provided below.



AGENDA | MONDAY | OCTOBER 6, 2025 | DAY 1

Welcome Remarks

Tanja Latic | Senior Private Sector Specialist, The World Bank
TBC | Montenegro Insurance Supervision Agency / MOF

Introduction to IFRS 17 Insurance Contracts and IFRS 9 Financial Instruments

IFRS 17 replaced IFRS 4 Insurance Contracts in 2017. IFRS 9 replaced IAS 39
Financial Instruments in 2010 to 2015. This session introduces and contextualizes
the changes in Insurance Contract and Financial Instrument accounting.

Learning objectives:
e Gaininsight into the project history, objectives, and adoption

e Understand the structure, context, and scope of IFRS 17 and IFRS

Presenter:
Darrel Scott | Consultant, The World Bank

Coffee Break

Introduction to IFRS 17 Insurance Contracts and IFRS 9 Financial Instruments
(Continued)

Presenter:
Darrel Scott | Consultant, The World Bank

Lunch

Concepts

The IFRS Conceptual Framework applies to IFRS accounting requirements unless
expressly overwritten by an IFRS standard. IFRS 17 relies on some aspects of the
conceptual framework and also introduces its own conceptual requirements.
These requirements include the definition of insurance contracts, the level of
aggregation and the combination of contracts. This session explains the relevant
elements of the IFRS conceptual framework, and the key IFRS 17 concepts.



Learning objectives:
¢ Understand the role of the IFRS Conceptual Framework

e Understand the application of IFRS 17 Important concepts

Presenter:
Darrel Scott | Consultant, The World Bank

Coffee Break

Case Study

This session introduces the case study that will used through the week and
applies it to the discussions earlier in the day.

Learning objectives:
e Understand the background assumption in the case study
e Understand the application of the core concepts

e Understand the application of IFRS 17 scope requirements

Led by:
Darrel Scott | Consultant, The World Bank

Round-up

End of Day 1




AGENDA | TUESDAY | OCTOBER 7, 2025 | DAY 2

Q&A to close out issues from the previous day

IFRS 17 General Model

IFRS 17 defines a General Model for recognition, classification, and measurement
of insurance contracts. The general model requires measurement of future assets
and liabilities as the present value of expected future cash flows, adjusted for risk
(Risk Adjustment) and unearned margin (Contractual Service Margin). This
session explains the requirements for, and application of, the General Model for
the measurement of assets and liabilities.

Learning objectives:
e Understand measurement of insurance contracts applying the General Model
e Understand the requirements recognition, derecognition and contract

boundaries of insurance contracts

Presenter:
Darrel Scott | Consultant, The World Bank

Coffee Break

IFRS 17 General Model (Continued)

The General Model defines performance measures including release of
Contractual Services Margin and Risk Adjustment and effects of experience
adjustments. The General Model also prescribes treatment for onerous
contracts, including the creation of a risk component. Further, the General Model
requires remeasurement of time value of money and permits the election to use
Other Comprehensive Income for eligible remeasurements. This session
considers how performance measurement occurs applying the General Model.

Learning objectives:

e Understand the application of requirements related to CSM, Risk adjustment
and experience adjustments

e Understand the principles of remeasurement and Other Comprehensive

Income

Presenter:
Darrel Scott | Consultant, The World Bank



Lunch

IFRS 17 General Model (Continued)

This session applies the measurement requirements for the General Model to a
simplified sample of insurance contracts.

Learning objectives:
e Understand the basic application of the General Model

e Understand the considerations and choices applying the model

Presenter:
Darrel Scott | Consultant, The World Bank

Coffee Break

Case Study

This session applies the performance and measurement requirements for the
General Model to a simplified sample of insurance contracts.

Learning objectives:
e Understand the performance and measurement under the General Model

e Understand the consequences of choices applying the General Model

Led by:
Darrel Scott | Consultant, The World Bank

Round-up

End of Day 2




AGENDA | WEDNESDAY | OCTOBER 8, 2025 | DAY 3

Q&A to close out issues from the previous day

Premium Allocation Approach

The General Model is the core measurement model for insurance contracts
applying IFRS 17. However, IFRS includes simplifying modifications for eligible
short-term contracts. The General Model with the simplifying modifications is
collectively referred to as the Premium Allocation Approach. This session explains
the eligibility of, requirements for, and application of the Premium Allocation
Approach.

Learning objectives:

e Understand the Eligibility of contracts to apply the Premium Allocation
Approach

e Understand measurement applying the Premium Allocation Approach

Presenter:
Darrel Scott | Consultant, The World Bank

Coffee Break

Premium Allocation approach (continued)

This session contrasts application of the Premium Allocation Approach with
current approaches applied in Montenegro.

Learning objectives:

e Understand the gap between existing approaches and the Premium
Allocation Approach

e Understand what additional data and information is required to be fully
compliant with the Premium Allocation Approach

Presenter:
Darrel Scott | Consultant, The World Bank

Lunch




Premium Allocation approach (continued)

This session contrasts application of the Premium Allocation Approach with
current approaches applied in Montenegro.

Learning objectives:

e Understand the gap between existing approaches and the Premium
Allocation Approach

e Understand what additional data and information is required to be fully
compliant with the Premium Allocation Approach

Presenter:
Darrel Scott | Consultant, The World Bank

Coffee Break

Case Study

This session applies the measurement requirements for the Premium Allocation
Approach to a simplified sample of insurance contracts.

Learning objectives:
e Understand the basic application of the Premium Allocation Approach

e Understand the performance measurement under the Premium Allocation
Approach

Led by:
Darrel Scott | Consultant, The World Bank

Round-up

End of Day 3




AGENDA | THURSDAY | OCTOBER 9, 2025 | DAY 4

Q&A to close out issues from the previous day

Reinsurance Contracts Held

IFRS 17 also includes modifications to the General Model for eligible contracts to
reflect explicitly the nature of reinsurance contracts held. This session explains
the measurement requirements for reinsurance contracts.

Learning objectives:
e Measurement of reinsurance contracts applying the IFRS 17 model

e Recognition, contract boundaries and derecognition of reinsurance contracts

Presenter:
Darrel Scott | Consultant, The World Bank

Coffee Break

Insurance Asset Accounting

IFRS 9 was published by the IASB in 2014. The effective date was extended for
eligible insurance companies until the mandatory effective date of IFRS 17. For
insurance companies that chose to adopt IFRS 9 earlier, IFRS 17 permits the entity
to revisit some of the elections they previously made applying IFRS 17. Insurers
will also apply asset accounting from other IFRSs, including IAS 40 Investment
Properties. This session explains the classification and measurement
requirements for the financial instruments applying IFRS 9 and for Investment
properties applying IAS 40.

This session also explains the impairment measurement requirements for the
financial assets measured at amortized cost or fair value through Other
comprehensive income, applying IFRS 9.

Learning objectives:

e Understand the principles for classifying and measuring assets including
optionality under IFRS 9 and IAS 40

e Understand how to assess which IFRS 9 impairment model is applicable

e Understand measurement of impairment losses applying IAS 36 and IFRS 9

Presenter:
Darrel Scott | Consultant, The World Bank



Lunch

Insurance Asset Accounting (Continued)

Presenter:
Darrel Scott | Consultant, The World Bank

Coffee Break

IFRS 18 Presentation and Disclosure in Financial Statements

IFRS 18 was published the IFRS Foundation in 2024 and becomes effective for
financial years commencing on or after 1 January 2027. This session explains the
requirements of IFRS 18 and explores the changes this new standard introduces
for entities applying IFRS 17 and IFRS 9.

Learning objectives:

e Understand the impact of the new standard on an entity’s performance
reporting

e Understand related topics such as management Reporting Measures and how
these compare to insurance industry Key Performance Measures

Presenter:
Darrel Scott | Consultant, The World Bank

Round-up

End of Day 4




AGENDA | FRIDAY | OCTOBER 10, 2025 | DAY 5

Q&A to close out issues from the previous day

Transitioning to IFRS 17 and Interpretations

This session explains the requirements and reliefs of IFRS 17 when first applying
the standard.

This session also explains the issues that were raised, and how they were dealt
with by the Group and the Committee.

Learning objectives:

e Understand what the requirements are for first time adoption of IFRS 17
e Understand what reliefs are available to make transitioning easier

e Gain an overview of the topics brought to the Group and the Committee

e Understand how these topics may impact on insurance contracts written in
Montenegro.

Presenter:
Darrel Scott | Consultant, The World Bank

Coffee Break

Wrap up Q&A

Led by:
Darrel Scott | Consultant, The World Bank

Closure survey

Closing Remarks

TBC | The World Bank
TBC | Montenegro Insurance Supervision Agency

Lunch




AFTERNOON SESSION FOR REGULATORS ONLY

Regulatory Considerations

Open format discussion of specific regulatory considerations in Montenegro.

Led by:
Darrel Scott | Consultant, The World Bank

Coffee Break

Regulatory Considerations (Continued)

Led by:
Darrel Scott | Consultant, The World Bank

Closing Remarks

TBC | The World Bank
TBC | Montenegro Insurance Supervision Agency

End of Training




BIO OF THE TRAINER

DARREL SCOTT
Consultant, CFRR, The World Bank

Darrel Scott was formerly CFO of the FirstRand Banking Group, one of
the largest financial institutions in South Africa. He had responsibility for
both statutory and regulatory financial reporting under the Basel Il

Accords and served on various Governance, Risk, Operation and
Strategic Committees of the Group. Mr. Scott was also a member of the
IASB’s International Financial Reporting Interpretations Committee (IFRIC), a position from
which he resigned to become an IASB member, and was formerly a member of the IFRS
Foundation’s Standards Advisory Council (SAC), now called the IFRS Advisory Council.
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