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Comments on the Exposure Draft Defined Benefit Plans: Employee Contributions 
(Proposed amendments to IAS 19) 
 
To the Board Members: 
 
The Japanese Institute of Certified Public Accountants (“we” and “our”) appreciates the 
continued efforts of the International Accounting Standards Board (IASB) on this 
project and welcomes the opportunity to comment on the exposure draft (ED), Defined 
Benefit Plans: Employee Contributions (Proposed amendments to IAS 19.) 
 
The following comments are our responses to the questions raised in the ‘Invitation to 
comment.’  
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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? 

 
Comment: 
We support the Board’s decision to introduce a practical expedient as proposed in the 
ED. However, we believe that it would be necessary to further clarify the criteria for 
applying the expedient by adding some examples or developing application guidance.  
 
The ED proposes that “such contributions 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.” Given that there are many 
forms of contributions, this definition of a requirement does not seem to provide 
sufficient guidance for an entity trying to determine, in practice, whether or not the 
contributions are linked to the employee’s service rendered. 
Furthermore, the example given in the ED appears unclear as to whether the 
contributions should be “a fixed percentage of an employee’s salary,” or whether it 
needs to be that “the percentage of the employee’s salary does not depend on the 
employee’s number of years of service,” or both, in order to meet the requirement. In 
other words, it is not clear as to how this example qualifies for the application of the 
practical expedient. 
We find no sufficient guidance for an entity to determine a situation that qualifies for the 
application of the practical expedient, other than the example above. We, therefore, 
believe that the Board should provide further clarification as to cases when 
contributions “are linked solely to the employee’s service rendered in that period” by 
adding more examples or developing application guidance.  
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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? 

 
Comments: 
We do not believe that the proposal in the ED provides a fundamental solution to the 
issue. As such, we see a need for a thorough review of the concept of contributions from 
employees or third parties in IAS 19.  
 
The proposal in the ED offered some clarifications with regard to the back-end loading 
test. Yet, several matters, listed below, are still unclear. We believe that the Board should 
reconsider the treatment of those matters under IAS 19.  
 
 Why the negative benefit is connected to the service cost. (What is the meaning, 

from an accounting perspective, of the presentation of both amounts on a net 
basis?)  

 Whether or not contributions from employees or third parties should be attributed to 
periods of services as a negative benefit (i.e., the extent to which the present value 
of a defined benefit obligation (as defined in paragraph 8 of IAS 19) is recognized 
when the entity ultimately provides the benefit, and its relation with the 
contributions from employees that are deducted from defined benefit obligation as a 
negative benefit in accordance with paragraphs 87(d) and 93 even in such a case)  

 How should an entity actually attribute contributions from employees or third 
parties to periods of services as a negative benefit? 

 How should an entity account for differences between amounts of contributions 
paid and negative service costs? 

 Consistency between defined benefit obligations and plan assets (i.e., how to deal 
with the inconsistency between defined benefit obligations that include no 
contributions from employees in accordance with paragraphs 87(d) and 93 of IAS 
19, and plan assets that include such contributions in accordance with paragraph 8).  

 
Attributing contributions from employees or third parties to periods of service as a 
negative benefit may require very complicated calculations. The costs of such 
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calculations could very well exceed the benefits. We therefore request the Board to 
reconsider this in light of practical application.   
 
Question 3 – Other comments 
Do you have any other comments on the proposal? 

 
Comments: 
We have no other comments. 
 
 
 
 
 
 
 
Yours faithfully, 
 
 
Keiko Kishigami 
 
Executive Board Member－Accounting Practice (IFRS) 
The Japanese Institute of Certified Public Accountants 


