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Madrid, 24 July 2013 
 
International Accounting Standards Board 
30 Cannon Street 
London EC4M 6XH 
United Kingdom 
 
Re: ED 2013/4 Defined Benefit Plans: Employee Contributions (Proposed amendments to 
IAS 19) 
 
 
Dear Sirs, 

I am writing on behalf of Telefónica, S.A. one of the world’s largest telecommunications 
companies by market cap. It operates in 24 countries and its customer base exceeds 315 million 
globally. Telefónica’s growth strategy is focused on the markets in which it has a strong 
foothold: Europe and Latin America. Further information about the Telefónica Group and its 
activities is available on our website: www.telefonica.com 

Telefónica appreciates the opportunity to provide comments to the International Accounting 
Standards Board on its ED 2013/4 Defined Benefit Plans: Employee Contributions (the “ED”).  

We overall support the IASB’s proposals to address and clarify the issue of employee 
contributions to defined benefit plans. In addition to this, we suggest that the amendments 
include more guidance on how to determine whether the proposed simplification is available. 

Our comments to the specific questions raised in the ED have been included in the Appendix 
attached to this letter. 

If you would like to discuss any of the issues described herein, please do not hesitate to contact 
Marta Soto, Head of Accounting Practice, at +34.914.828.534 or by e-mail to 
marta.sotobodi@telefonica.com.  

Yours sincerely, 
 
 
Marta Soto 
Head of Accounting Practice 
Telefónica, S.A. 



 

 

 

 

2 

 
Appendix 

 
Telefónica’s responses to the questions asked in ED 2013/4 Defined Benefit Plans: 
Employee Contributions (Proposed amendments to IAS 19) 
 
 

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? 

Telefónica supports that these contributions are conceptually part of the post-employment 
benefit rather than the short-term employee benefit, as noted in paragraphs BC2 – BC4 of the 
Basis for Conclusions on the ED. We note that the calculations required by the application of the 
projected unit credit method approach to all contributions from employees are complex and 
therefore we agree with the proposal to amend IAS 19 allowing the proposed practical 
expedient to provide relief. 

However, we believe that further clarity on how to determine whether contributions “are linked 
solely to the employee’s service rendered in the same period in which they are payable” would 
be very helpful. For instance, we suggest that the examples included in paragraph BC5 of the 
Basis for Conclusions on the ED be included into the main body of IAS 19. 

 

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? 

Telefónica supports the proposed amendment, as it adds clarity to the measurement of the 
negative benefit resulting from employee contributions when the application of the simplified 
approach is not available.  

 



 

 

 

 

3 

Question 3 — Other comments 

Do you have any other comments on the proposals? 

Telefónica does not have any other comments on the proposals. 

 

 


