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Comments on IASB’s Exposure Draft “Defined Benefit Plans: Employee
Contributions (Proposed amendments to IAS 19)”

Dear Mr Hoogervorst,

Chairman, International Accounting Standards Board

The Japanese Society of Certified Pension Actuaries is a professional organization
consisting of all the certified pension actuaries in Japan, and The Institute of Actuaries
of Japan is an academic and professional organization of Japanese actuarial profession.
Both organizations engage in actuarial business activities in Japan, including
establishing practice standards, conducting research and study, education, and

continuing professional development.

We would like to express our respect for the efforts that the International Accounting
Standards Board has been making to develop a single set of high quality and
understandable IFRSs, and appreciate the opportunity to submit our comments
herewith to IASB’s exposure draft “Defined Benefit Plans: Employee Contributions
(Proposed amendments to IAS 19)”.

We will be pleased to accept any request to give further explanation about the issues

presented in these comments.
Yours sincerely,

The Japanese Society of Certified Pension Actuaries
4-1-23 Shiba, Minato-ku,

Tokyo 108-0014, JAPAN

Email: mitann#208@jscpa.or.jp

The Institute of Actuaries of Japan
1-8-10 Harumi, Chuo-ku,
Tokyo 104-6002, JAPAN

Email: general.secretary@actuaries.jp
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Comment on Question 1

We support the Board’s intention to introduce a practical expedient.

However, the practical expedient the Board proposes is not clear enough for us.

“Linked solely to the employee’s service rendered in that period” is ambiguous. An example in
Question 1 refers to a “fixed percentage of an employee’s salary,” but it is difficult to understand this
description unless other examples are also shown. For instance, it is not clear whether the linkage to
salary contradicts the linkage to employee service in the current period only, and how this example
can satisfy the requirements for the practical expedient. As various forms of employee contributions
are actually assumed, the said requirements and one example are not sufficient for making
judgments in practice. In addition, if a contribution is based on percentages that differ by age, rather
than a fixed percentage against salary, or if different percentages are used depending on years of
service, it is not clear whether the said practical expedient is still applicable. Examples are important
in any case, but as the rules themselves are more important, they need to be clarified further.
Furthermore, it is not clear whether the contribution amounts used under the practical expedient are
actual amounts or actuarially estimated contribution amounts.

In Japan, some DB plans require employee contributions. Accordingly, it is considered that many of
these plans are released from the complexity and difficulty of meeting the requirements for 1AS19
revised in 2011 after the implementation of the practical expedient proposed this time, although we
need to confirm how the descriptions are clarified.

Comment on Question 2

We neither agree nor disagree.

According to the Board’s proposal, “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.” There may be some improvements in an inconsistency in the requirements that relate to how
contributions from employees or third parties are attributed, but it is still not clear how contributions
can be practically attributed to periods of service as in the case of benefits.

We think that this proposal is doubtful from the standpoint of principles too. For instance, it is not
clear why the amount related to employee contributions is not excluded from the asset side although
it is excluded from the liability side. In addition, the accounting treatment of differences between
actual contribution amounts and assumed contribution amounts attributed to periods of service is not
clear.

We believe that this issue is one of the important factors subject to scheduled fundamental reviews.

Comment on Question 3

We consider that if paragraph 93 needs to be revised, other paragraphs should also be revised. One of
these paragraphs, for instance, is paragraph 94.

When the 2011 revision was discussed, the treatment of contributions from employees and third
parties was finally added to the rules although risk sharing was the discussion theme. We never
imagined that could happen. We believe that fundamental reviews are indispensable to solve this
issue, and reconsideration will be important. In this case, issues requiring risk sharing need to be
distinguished from others.



