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Comment Letter on Exposure Draft – Defined Benefit Plans: Employee Contributions 
(proposed amendments to IAS 19) 
 
 
Dear Madam, dear Sir 
 
 
SwissHoldings, the Swiss Federation of Industrial and Service Groups in Switzerland, represents 
57 Swiss groups, including most of the country’s major industrial and commercial enterprises. We 
very much welcome the opportunity to comment on the proposed amendments to IAS 19 (R) 
Employee Benefits. Our response (in the appendix) has been prepared in conjunction with our 
member companies. 
 
We thank you for the opportunity to submit our comments on your proposal. 
 
 
Yours sincerely 
 
 
SwissHoldings 
Federation of Industrial and Service Groups in Switzerland 
 

 
 

Christian Stiefel   Denise Laufer 
Chair Executive Committee   Policy Manager 
 
 
cc SH Board 
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APPENDIX 
 
ANSWERS TO SPECIFIC QUESTIONS IN INVITATION TO COMMENT 
 
 
Question 1 – Reduction in service cost 
 
The IASB proposes to amend IAS 19 to specify that contributions from employees or third parties 
set out in the formal terms of a defined benefit plan may be recognized as a reduction in the 
service cost in the same period in which they are payable if, and only if, they are linked solely to 
the employee’s service rendered in that period. An example would be contributions that are a 
fixed percentage of an employee’s salary, so the percentage of the employee’s salary does not 
depend on the employee’s number of years of service to the employer. 
 
Do you agree? Why or why not? 
 
We fully agree with the proposal as it clarifies that IAS 19 (R) does not result in a fundamental 
change to measure the DBO, when employees are paying contributions. We are also of the view 
that the language of the amendment is very clear. However, it seems that some actuaries still 
question whether there is room for interpretation in situations in which employee contributions 
(e.g. as a percentage of salary) are increasing with age. As these contributions are independent 
of the number of years of service an employee has provided, we are of the view that they may 
also be recognized as a reduction of service cost in the period in which they are payable. For the 
sake of clarity we would appreciate further clarity on this point. 
 
Furthermore, post-employment plans that have risk sharing features and have a funding deficit 
often implement deficit recovery plans which require employees to pay additional contributions. 
These are generally deducted from employees’ salaries on an on-going basis until the plan’s 
funded status improves sufficiently so that special measures to improve it are no longer deemed 
necessary. It could be argued that these special contributions do not relate solely to the 
employees’ service rendered in the period in which they are paid. However, we do not believe 
that additional temporary employee contributions of this nature should prevent a preparer from 
applying the proposed practical expedient to employee contributions for the plan as a whole if 
that would otherwise be permitted by the proposed amendment. Again, we would appreciate if 
clarity could be provided on this point. 
 
 
Question 2 – Attribution of negative benefit 
 
The IASB also proposes to address an inconsistency in the requirements that relate to how 
contributions from employees or third parties should be attributed when they are not recognized 
as a reduction in the service cost in the same period in which they are payable. The IASB 
proposes to specify that the negative benefit from such contributions is attributed to periods of 
service in the same way that the gross benefit is attributed in accordance with paragraph 70.  
 
Do you agree? Why or why not? 
 
We also agree with this proposal as the alternative, i.e. performing the test on whether benefits 
are back-end loaded on a net benefit basis, would add complexity and could lead to different 
results from period to period, depending on the actuarial assumptions taken (mainly on salary 
growth and discount rates).  
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Question 3 – Other comments 
 
Do you have any other comments on the proposals? 

 

We do not have any additional comments on the content. However, regarding the timing we 
would appreciate, if the IASB was to provide final guidance by the end of September 2013, so 
that the impact of IAS 19 (R) is clarified in time for the third quarter 2013 reporting. 
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