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Subject: Defined Benefit Plans: Employee Contributions - Proposed amendments to IAS 19

Dear Michael

Mercer is a global consulting leader in talent, health, retirement and investments. Mercer
helps clients around the world advance the health, wealth and performance of their most
vital asset – their people. Mercer's 20,000 employees are based in more than 40
countries. Mercer is a wholly owned subsidiary of Marsh & McLennan Companies
(NYSE: MMC), a global team of professional services companies offering clients advice
and solutions in the areas of risk, strategy and human capital.

We are pleased to comment on the exposure draft (ED) “Defined Benefit Plans:
Employee Contributions - Proposed amendments to IAS 19”. We agree with the proposals in the
ED to amend IAS 19; however we would suggest that the wording of paragraph 93 is adjusted to
avoid current ambiguities.  This is detailed in our response to the ED questions set out in the
appendix to this letter.

Should you have any questions, please do not hesitate to contact me.

Yours sincerely

Sebastian Bleasdale
Actuary
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Appendix
Answers to the questions in the 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 recognised 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 agree that the proposal is sensible, although we would like to comment on several ambiguities
with the wording.

The first issue is that the obvious interpretation of the phrase “linked solely to the employee’s
service rendered in that period” is that contribution amounts can only be based on employee
service.  This would imply that contributions could not be linked to the employee’s salary which,
given the examples provided, is clearly not the intent.  We would suggest that paragraph 93 is
amended to clarify that contributions may relate to all features of the employee’s service during
the period, rather than just the length of the service.  This could be done, for example, by
changing the wording from “linked solely” to “solely related” so it reads “solely related to the
employee’s service rendered in that period.”

The second issue is how the link between service and contributions is made.  We believe that in
the third sentence of paragraph 93 the intention is that whether “contributions are linked solely to
the employee’s service rendered in the same period in which they are payable” should be
assessed based on attribution made in accordance with paragraph 70.  If this is the case, we
would suggest replacing “However” with “Under this attribution”, so the start of the third sentence
of paragraph 93 reads “Under this attribution, if, and only if, contributions from employees…”

The third issue is that it is not clear how contributions which are linked to service, but not solely
linked to service rendered in the period should be allowed for.  The first sentence of paragraph 93
says that they reduce service cost, and the third sentence says that they cannot be recognised as
a reduction in the service cost in the period.  This would seem to imply that they must affect
service cost for periods other than the current period.  Is this the intention?
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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 recognised
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?

Subject to our comments about ambiguity above, we agree that the proposal is sensible.

Question 3—Other comments
Do you have any other comments on the proposals?

We have no other comments on the proposals.
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