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September 24, 2015  
 
 
Submitted electronically via www.ifrs.org 
 
International Accounting Standards Board 
30 Cannon Street, 1st Floor 
London EC4M 6XH 
United Kingdom 
 
Dear Sirs: 

Re: Remeasurement on a Plan Amendment, Curtailment or Settlement/Availability of a Refund from a 
Defined Benefit Plan (Proposed amendments to IAS 19 and IFRIC 14) (ED/2015/5) 

This letter is the response of the Canadian Accounting Standards Board (AcSB) to the International 
Accounting Standards Board’s (IASB) Exposure Draft, “Remeasurement on a Plan Amendment, Curtailment 
or Settlement/Availability of a Refund from a Defined Benefit Plan (Proposed amendments to IAS 19 and 
IFRIC 14),” issued in June 2015. 

The AcSB is Canada’s national accounting standard-setting body, holding the legal authority to set 
accounting standards in Canada.  Since 2011, the AcSB has operated under the strategy of endorsing and 
then importing IFRS into Canada for application by publicly accountable enterprises, other than pension 
plans.  To date, our policy has been to adopt IFRS as issued by the IASB, without modification (with the 
exception of deferring for a period of time the initial adoption of IFRS by investment and rate-regulated 
entities).  As of January 1, 2015, all such deferrals by the AcSB have ended.  The AcSB consists of members 
from a variety of backgrounds, including financial statement users, preparers, auditors and academics.  
Additional information about the AcSB can be found at www.frascanada.ca. 

The views expressed in this letter take into account comments from our outreach to several individuals with 
expertise in employee future benefits (including individuals representing audit firms and benefit consulting 
firms), individual members of the AcSB and its staff.  However, the views expressed in this letter do not 
necessarily represent a common view of the members of the AcSB, its committees or staff.  Formal positions 
of the AcSB are developed only through due process. 

We agree with the proposed narrow-scope amendments to IAS 19 and IFRIC 14 with the exception of the 
transition requirements.  We disagree with requiring retrospective application because we think that the 
cost of retrospective application exceeds the benefit.  As explained in our response to Question 5, entities 
would incur time and expense to perform additional calculations that are not particularly meaningful.  We 
think that the proposed amendments should be applied prospectively as the amendments are driven by 
special events, which are similar to, and thus, should be consistent with, the prospective treatment granted 
to the amendments to IFRS 2 Share-based Payment and IFRS 3 Business Combinations in the Annual 
Improvements to IFRS 2010-2012 Cycle.     

http://www.frascanada.ca/
http://www.ifrs.org/
http://www.frascanada.ca/accounting-standards-board/index.aspx
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The proposed amendments to IFRIC 14 clarify when a refund is available for a defined benefit plan.  The 
proposed amendments to IAS 19 clarify the calculation of current service costs and net interest when a plan 
amendment, curtailment or settlement occurs and an entity remeasures the net defined benefit liability 
(asset).  This latter clarification confirms existing practice in Canada.  We think that both of these proposed 
amendments will reduce potential diversity in practice and make IAS 19 and IFRIC 14 easier to apply.  

We suggest that the IASB clarify the interaction between IAS 34 Interim Financial Reporting and IAS 19 by 
considering an amendment to specific Basis for Conclusions paragraphs of the Exposure Draft as explained 
in our response to Question 4.     

These points are discussed in more detail, along with responses to the questions posed in the Exposure 
Draft, in the Appendix to this letter. 

We would be pleased to elaborate on our comments in more detail if you require.  If so, please contact me 
or, alternatively, Rebecca Villmann, Director, Accounting Standards (+1 416 204-3464 or 
email rvillmann@cpacanada.ca) or Nancy A. Estey, Principal, Accounting Standards (+1 416 204-3271 or 
email nestey@cpacanada.ca). 

Yours truly, 

 
Linda F. Mezon, FCPA, FCA 
CPA (MI) 
Chair, Canadian Accounting Standards Board 
lmezon@cpacanada.ca 
+1 416 204-3490 

mailto:rvillmann@cpacanada.ca
mailto:nestey@cpacanada.ca
mailto:lmezon@cpacanada.ca
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APPENDIX 
 

Question 1—Accounting when other parties can wind up a plan or affect benefits for plan 
members without an entity’s consent 

The IASB proposes amending IFRIC 14 to require that, when an entity determines the availability of a 
refund from a defined benefit plan: 

(a) the amount of the surplus that an entity recognises as an asset on the basis of a future 
refund should not include amounts that other parties (for example, the plan trustees) can 
use for other purposes (for example, to enhance benefits for plan members) without the 
entity’s consent. 

(b) an entity should not assume a gradual settlement of the plan as the justification for the 
recognition of an asset, if other parties can wind up the plan without the entity’s consent. 

(c) other parties’ power to buy annuities as plan assets or make other investment decisions 
without changing the benefits for plan members does not affect the availability of a refund. 

Do you agree with the proposed amendments? Why or why not? 

We agree with the proposed amendments to paragraphs 12A-12C of IFRIC 14 to clarify the requirements for 
determining the availability of a refund from a defined benefit plan, for the reasons identified in paragraphs 
BC4-BC6 of the Exposure Draft.   

We think that these proposed amendments to IFRIC 14 clarify the distinction between the powers of the 
entity and the powers of others outside the entity (i.e., other parties).  We think that an entity should not 
recognize an asset over which a party other than the entity has present unilateral control.  Paragraph 12C is 
consistent with our thinking that other parties such as trustees would act in accordance with their fiduciary 
duties in making investment decisions prudently and in good faith.  On this basis, we agree with the 
distinction between paragraphs 12A-12B and paragraph 12C. 

Our outreach indicated that it is unusual in Canada to have third parties such as trustees determine how 
surplus pension assets will be used.  In the Canadian regulatory environment, trustees generally do not have 
broad powers, such as the ability to wind up a defined benefit plan without the entity’s consent.  As a result 
of these observations, we think that the proposed amendments to IFRIC 14 will not have much effect, if any, 
on entities with Canadian plans.  However, we note that the proposed amendments to IFRIC 14 may be 
relevant to Canadian entities with plans in jurisdictions outside Canada. 
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Question 2—Statutory requirements that an entity should consider to determine the economic 
benefit available 

The IASB proposes amending IFRIC 14 to confirm that when an entity determines the availability of a 
refund and a reduction in future contributions, the entity should take into account the statutory 
requirements that are substantively enacted, as well as the terms and conditions that are 
contractually agreed and any constructive obligations. 

Do you agree with that proposal? Why or why not? 

We agree with the proposed amendments to paragraph 7 of IFRIC 14 regarding the requirements that an 
entity should consider when determining the economic benefit available, for the reasons noted in 
paragraphs BC7-BC9 of the Exposure Draft.  We also agree that determining the availability of a refund or a 
reduction in future contributions should be based on the concept of “substantively enacted” because this 
concept is consistent with the use of a similar concept in IAS 12 Income Taxes, as noted in paragraph BC7 of 
the Exposure Draft.  

Question 3—Interaction between the asset ceiling and past service cost or a gain or loss on 
settlement 

The IASB proposes amending IAS 19 to clarify that: 

(a) the past service cost or the gain or loss on settlement is measured and recognised in profit 
or loss in accordance with the existing requirements in IAS 19; and 

(b) changes in the effect of the asset ceiling are recognised in other comprehensive income as 
required by paragraph 57(d)(iii) of IAS 19, as a result of the reassessment of the asset ceiling 
based on the updated surplus, which is itself determined after the recognition of the past 
service cost or the gain or loss on settlement. 

Do you agree with that proposal? Why or why not? 

We agree with the proposed amendments to paragraph 64A of IAS 19 that clarify the interaction between 
the asset ceiling and past service cost or a gain or loss on settlement, for the reasons identified in 
paragraphs BC11-BC12 of the Exposure Draft. 
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Question 4—Accounting when a plan amendment, curtailment or settlement occurs 

The IASB proposes amending IAS 19 to specify that: 

(a) when the net defined benefit liability (asset) is remeasured in accordance with paragraph 99 
of IAS 19: 

(i) the current service cost and the net interest after the remeasurement are 
determined using the assumptions applied to the remeasurement; and 

(ii) an entity determines the net interest after the remeasurement based on the 
remeasured net defined benefit liability (asset). 

(b) the current service cost and the net interest in the current reporting period before a plan 
amendment, curtailment or settlement are not affected by, or included in, the past service 
cost or the gain or loss on settlement. 

Do you agree with that proposal? Why or why not? 

We agree with the proposed amendments to paragraphs 67A, 99A, 123, and 125-126 regarding the 
determination of current service cost and net interest when remeasuring the net defined benefit liability 
(asset) as a result of a plan amendment, curtailment or settlement, for the reasons noted in paragraphs 
BC14-BC19 of the Exposure Draft. 

Our outreach indicated that the remeasurement of the components of defined benefit cost using the 
updated net defined benefit liability (asset), current service cost and net interest, and the assumptions in 
effect at the time of the special event is consistent with actuarial practice and accounting practice in Canada 
by entities applying IAS 19.  This practice is based on the fact that IAS 19 requires an entity to account for a 
plan amendment, curtailment or settlement when these events occur, and remeasure the net defined 
benefit liability (asset), irrespective of the frequency of reporting.  We also understand that many 
practitioners in Canada would not find support in continuing to account for a defined benefit plan following 
a significant event using outdated assumptions. 

However, our outreach indicated that confusion exists in practice in Canada regarding the interaction of 
IAS 34 Interim Financial Reporting and IAS 19 and their respective Basis for Conclusions.  We think that the 
footnote proposed to be added to paragraph BC64 of the Exposure Draft is not appropriate as the rationale 
discussed in paragraphs BC58-BC64 of the Exposure Draft does not align with the proposed amendments to 
IAS 19 in the Exposure Draft.  For example, paragraph BC64 states that: 

“… in the Board’s view, there is no reason to distinguish between the periods before and after a plan 
amendment, curtailment or settlement in determining current service cost and net interest …”   

This view is contrary to the IASB’s current position.  As a result, we suggest that the IASB consider amending 
paragraphs BC58-BC64 of the Exposure Draft to align with the proposed amendments to IAS 19 in the 
Exposure Draft. 



AcSB Response to IASB’s Exposure Draft: September 24, 2015 
Remeasurement on a Plan Amendment, Curtailment or Settlement/Availability of a Refund from a Defined 
Benefit Plan (Proposed amendments to IAS 19 and IFRIC 14) (ED/2015/5)  
 

Page 6 of 6 

Question 5—Transition requirements 

The IASB proposes that these amendments should be applied retrospectively, but proposes 
providing an exemption that would be similar to that granted in respect of the amendments to 
IAS 19 in 2011. The exemption is for adjustments of the carrying amount of assets outside the scope 
of IAS 19 (for example, employee benefit expenses that are included in inventories) (see 
paragraph 173(a) of IAS 19). 

Do you agree with that proposal? Why or why not? 

We disagree with requiring retrospective application for the proposed amendments to IAS 19 and IFRIC 14.  
We think that the proposed amendments should be applied prospectively as the amendments are driven by 
special events, which are similar to, and thus, should be consistent with, the prospective treatment granted 
to the amendments to IFRS 2 Share-based Payment and IFRS 3 Business Combinations in the Annual 
Improvements to IFRS 2010-2012 Cycle.  Most stakeholders we consulted support this position.  These 
stakeholders included one financial statement user. 

We think that the cost of retrospective application exceeds the benefit because entities would incur time 
and expense in performing additional calculations that are not particularly meaningful.  Our outreach 
indicated that entities would need to recalculate past service cost, current service cost and net interest for 
significant events in prior periods.  We understand that these amounts are often not available and thus, 
entities would incur time and expense associated with this recalculation.  Significant events such as plan 
amendments, curtailments or settlements are special events and as a result of their nature, not comparable.  
Therefore, we think that the cost to recalculate these amounts exceeds the benefit of providing 
comparative information for such events.  

In addition, our outreach indicated that in Canada, most entities accumulate remeasurements of defined 
benefit plans in other comprehensive income as a component of equity separate from retained earnings.  
We understand that this presentation differs from many European entities that reflect the accumulated 
other comprehensive income amounts for remeasurements through retained earnings.  These Canadian 
entities would incur time and expense as a result of the additional calculations associated with the separate 
presentation.  One stakeholder we consulted thinks that even though the calculations are possible, they are 
not particularly meaningful. 

If the IASB decides that the proposed amendments to IAS 19 and IFRIC 14 should be applied retrospectively, 
we agree with the exemption for adjustments to the carrying amount of assets outside the scope of IAS 19, 
for the reasons explained in paragraph BC21 of the Exposure Draft. 

We agree with permitting early adoption because the need to provide more relevant information to 
financial statement users sooner outweighs concerns over a temporary reduction of comparability. 


