
         

  KPMG IFRG Limited  Tel +44 (0)20 7694 8871 
  8 Salisbury Square  Fax +44 (0)20 7694 8429 
  London EC4Y 8BB  mark.vaessen@kpmgifrg.com 

  United Kingdom   
     
     

     
 

  
KPMG IFRG Limited, a UK company limited by guarantee, is a member of  
KPMG International Cooperative, a Swiss entity.  

Registered in England No 5253019 
Registered office: 8 Salisbury Square, London, EC4Y 8BB 

 

Mr Hans Hoogervorst 
International Accounting Standards Board 
1st Floor 
30 Cannon Street 
London 
EC4M 6XH 
 

24 July 2013  

 
  
  
  

Our ref MV/288 
Contact Mark Vaessen 

  
  
  

   

 
Dear Mr Hoogervorst 

Comment letter on ED/2013/4 Defined Benefit Plans: Employee Contributions  

We appreciate the opportunity to comment on the International Accounting Standards Board’s 
Exposure Draft (ED) Defined Benefit Plans: Employee Contributions – Proposed amendments 
to IAS 19. We have consulted with, and this letter represents the views of, the KPMG network. 

We support the Board’s efforts to present a more straight-forward approach to accounting for 
contributions from employees or third parties set out in the formal terms of a defined benefit 
plan, if the contributions are linked to service in the same period in which they are paid. While 
we support the proposals overall, we believe that further examples or guidance and drafting 
clarifications are needed as noted in the Appendix to this letter. 

Please contact Mark Vaessen or Lynn Pearcy at +44 (0)20 7694 8871 if you wish to discuss any 
of the issues raised in this letter. 

Yours faithfully 
 
 
 
 
KPMG IFRG Limited 
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Appendix: Responses to specific questions 

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 with the proposal, but recommend the inclusion of additional examples or guidance 
on how to determine if the proposed approach is applicable. Otherwise, there may be different 
conclusions as to whether some plans, such as those with the following features, would be in 
scope of that approach: we believe that they would be. 

• The percentage is not actually ‘fixed’ – e.g. a plan where staff below a certain level are 
required to contribute 4% of gross salary and executives to contribute 6% of salary. Any 
newly hired executive will be required to contribute 6%, regardless of years of service. 
Any continuing employee promoted to an executive position will be required to increase 
their contributions from 4% to 6%. 

• The percentage depends on the age of the employee – e.g. a plan in which the employee 
contribution is a percentage of the employee’s salary and the percentage does not 
depend on the number of years of service to the employer, but rather on the employee’s 
age. 

• The payment is not a fixed percentage of salary, but is fixed per period and therefore 
does not depend on the employee’s number of years of service to the employer. 

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? 

We agree with the proposal, but recommend the addition of an illustrative example on 
attribution of employee contributions to service periods when the proposed approach set out in 
Question 1 is not applicable. Clarification of this issue was requested in the original submission 
to the IFRS Interpretations Committee, and was discussed at its meeting in November 2012.  
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We believe it would be useful for the illustrative example to take into consideration the 
following situations.  

• How to measure in subsequent periods the present value of the defined benefit 
obligation recognised as a result of employee contributions, in particular, when the fair 
value of plan assets recognised as a result of employee contributions changes. 

• How to determine the present value of the defined benefit obligation if the discount rate 
changes. 

• How to attribute employee contributions to service periods when the return on plan 
assets recognised as a result of employee contributions, which is used for funding 
purposes, is different from the discount rate. 

• How to determine the actual defined benefit obligation if the actual employee 
contributions are different from the expected contributions used in attributing employee 
contributions to service periods. 

In addition, while we agree with the proposal to specify that the negative benefit is attributed to 
periods of service in the same way that the gross benefit is attributed in accordance with 
paragraph 70, we recommend clarifying that the negative benefit is attributed to periods of 
service on a straight line basis only when the gross benefit is attributed on that basis. We believe 
such a clarification would prevent the proposal from being interpreted as requiring judgement 
on whether the formula of the negative benefit is back-end loaded as well as the gross benefit 
(i.e. applied on a standalone basis). 

 
Question 3—Other comments 

Do you have any other comments on the proposals? 

In order to clarify that the treatment set out in the second sentence of paragraph 93 does not 
apply to those contributions falling within the scope of the third sentence, we suggest amending 
the second sentence by inserting ‘generally’ before ‘attributed to periods of service’. 

Finally, we would urge the IASB to fast-track completion of this project so as to enable regional 
and national endorsement mechanisms to be completed before December year-end financial 
statements are being approved. 


