
-1- 

 
 
 
 
 

July 25, 2013 
 
International Accounting Standards Board  
30 Cannon Street 
London EC4M 6XH 
United Kingdom 
 
 
Dear Board members: 
 
Consejo Mexicano de Normas de Información Financiera (the Mexican Financial Reporting Standards 
Board, or CINIF), the accounting standard setting body in Mexico, welcomes the opportunity to submit 
its comments on the Exposure Draft: ED/2013/4 Defined Benefit Plans: Employee Contributions 
(Proposed Amendments to IAS 19) (the ED) issued in March 2013, with comments to be received 
no later than 25 July 2013, regarding the accounting for contributions from employees or third parties 
when the requirement for such contributions is set out in the formal terms of a defined benefit plan. 
 
Set forth below you will find our comments on the topics included in the ED, as well as on responses 
to the questions includes therein. 
 
 

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 employee contributions should be recognized as a reduction in the service cost of the 
entity if they are linked to the employee’s service rendered, such that discretionary contributions in 
addition to rendered services should only be recognized as a reduction in the service cost if such link 
exists, as proposed in the amendment to IAS 19, so that entities only recognize their participation in 
the cost of the plan. In this regard, we also believe that the last sentence of paragraph 92 of IAS 19 
should be revised to indicate: “Discretionary contributions by employees or third parties reduce the 
service cost upon payment of these contributions to the plan, only if they are linked to the 
employee’s service rendered”. 
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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? 

 

We agree with the reduction on the service cost of the entity for contributions from employees, with the 
entity recognizing the difference between the original Defined Benefit Plan obligation and the 
accumulated employee contributions (including interest) only if they are linked to the employee’s 
service rendered. 

An entity should disclose in the notes to its financial statements that it is a contributory Defined Benefit 
Plan, indicating the amounts of the defined benefit obligation (DBO), the financing cost and the labor 
cost borne by the employees and that such costs are not presented in the results of the entity. 

In the case of extraordinary employee copntributions (apart from what is established in the plan) but 
linked to the employee’s service rendered, if the nature of the contributions corresponds to that period, 
they should be recognized as a reduction in the service cost in the same period; subsequently, if the 
nature does not correspond solely to the period in which it is paid, the labor cost should be reduced in 
the same proportion that such extraordinary contributions represent with respect to the present value 
of the total obligations as they become due. Nevertheless, if the discretionary employee contributions 
are not linked to the employee’s service rendered, they should not reduce the service cost. 

 

Question 3—Other comments  

Do you have any other comments on the proposals? 

 
We recommend providing examples of the proposed changes to the standard. 

------------------------- 
 
Should you require additional information on our comments listed above, please contact Luis Cortes at 
(52) 55 5596 5633 ext. 114 or me at (52) 55 5596 5633 ext. 103 or by e-mail at lcortes@cinif.org.mx 
or fperezcervantes@cinif.org.mx, respectively. 
 
Kind regards, 
 
C.P.C. Felipe Perez Cervantes 
President of the Mexican Financial Reporting Standards Board 
Consejo Mexicano de Normas de Información Financiera (CINIF) 
 
cc: Jan Engström 

Amaro Gomes 
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