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IAASB Invitation to Comment - Exposure Draft ED/2013/4 

Defined Benefit Plans: Employee Contributions 

Proposed amendments to IAS 19 

 

Dear Mr. Stewart 

 

The Swiss Institute of Certified Accountants and Tax Consultants Experts (the "Institute") appreciates the 

opportunity to submit comments on the Exposure Draft - Defined Benefit Plans: Employee Contributions - 

Proposed amendments to IAS 19 (the “ED”). 

 

Treuhand-Kammer, Swiss Institute of Certified Accountants and Tax Experts is the most important 

institute of the accountancy profession in Switzerland. Treuhand-Kammer represents more than 950 

member firms combining 14,000 professionals and employees. Furthermore, 5,600 individuals with a 

professional qualification are member of our Institute. As such, we speak for the profession and are 

thankful to provide our views on the above mentioned ED. 

 

We would like to seek for further clarifications to the proposed wording of the amendment in paragraph 

93.  

 

We comment only the amendments which are relevant to the Swiss pension plans. 

 

1) Question 1 – Reduction in service cost 

 

Paragraph 93 

 

The IASB is proposing to amend paragraph 93 as follows [emphasis added]: ’However, if, and only if, 

contributions from employees or third parties are linked solely to the employee’s service rendered in the 

same period in which they are payable, the contributions may be recognised as a reduction in the service 

cost in that period. An example would be contributions that are a fixed percentage of the 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.’ 
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The amendment is further explained in paragraph 5 of the Basis for Conclusion ‘On the other hand, if 

there is, for example, an increase in the percentage of the salary that an employee is required to 

contribute relative to the number of years of service, then higher contributions would be required in the 

latter years. These higher contributions could be considered to be linked not only to the service in the 

current year but also to the service in other years. In this second case, the contributions are not linked 

solely to the employee’s service that is rendered in the same period in which the contributions are 

payable.’ 

 

We explored how the proposed amendment to paragraph 93 would apply to a standard Swiss pension 

plan with the following characteristics: 

a. the employee’s contributions to a plan are a fixed percentage of the employee salary, but the 

percentage varies depending on the age of the employee, e.g. 3% for the bucket 25 to 35 year 

old, 4% for the bucket 36 to 50 year old and 5% for the bucket 51 to 65 (pension age) year old; 

and 

b. new hires also pay their contribution based on their age and not on the number of service years. 

 

We understand that paragraph 93 introduces a practical expedient for those plans to which employees 

contribute a fixed percentage of the employee’s salary and this percentage does not depend on the 

number of years of service to the employer as emphasized in the proposed amendment to paragraph 93.  

As the contributions in Switzerland typically depend on the age of the employee only, and not on the 

years of the service, in our view the practical expedient introduced with the amendment to paragraph 93 

can be applied and that therefore the employee’s contributions may be deducted from the service cost in 

the period when they were contributed. This reading of the amendment focuses on whether or not the 

contributions depend on the years of service. 

 

On the other hand, however, paragraph BC5 explains that the practical expedient would not be available 

when the contribution percentages increase relative to the number of service years. Focusing on the 

increase of the percentage of the contributions, it could be argued that the increasing age is an 

approximation of the years of service, and therefore the contributions depend on the number on years of 

service. 

 

The proposed wording of paragraph 93 is unclear. It could be interpreted that 

• employee contributions are solely linked to the employee’s service rendered in the same period in 

which they are payable only if they are a fixed percentage of the employee’s salary; or 

• employee contributions are not linked to the employee’s service rendered in the same period in 

which they are payable only if they directly depend on the number of years of service 

In other cases, if employee contributions are neither a fixed percentage of the employee’s salary nor 

depend on the number of years of service, it is not entirely clear whether or not the practical expedient in 

paragraph 93 applies.  
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We therefore urge the Board to clarify the meaning of “solely related to the employee’s service rendered 

in the same period in which they are payable” in paragraph 93.  

 

We further wonder whether it was the board’s intention to give entities an accounting policy choice by 

using the phrase “…may be recognised…” in the proposed wording of the amendment in paragraph 93.  

 

If you have any questions concerning our comments, please contact Dr. Matthias Jeger 

(matthias.jeger@ch.pwc.com). 

 

 

Yours sincerely 

TREUHAND-KAMMER 

Swiss Institute of Certified Accountants and Tax Experts 

 

     

 

Dr. Thorsten Kleibold    Dr. Matthias Jeger 

Member of the Board of Management President of the Commission for 

 True and Fair View Accounting 


