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November 10, 2011

Mr. Hans Hoogervorst
Chairman, International Accounting Standards Board

Comments on Agenda Consultation 2011

The Japanese Society of Certified Pension Actuaries is a professional organization
which consists of certified pension actuaries in Japan. The Society engages in
activities such as establishing practice standards, conducting research and study, and
providing education and enlightenment regarding pension actuary services in Japan.

We pay respect to the IASB’s efforts for developing high-quality and understandable
international financial reporting standards, and are pleased to have an opportunity to
submit our comments on “Agenda Consultation 2011.”

If you need further explanation of the matters mentioned in these comments, we would
be happy to answer any inquiries.

Sincerely,

The Japanese Society of Certified Pension Actuaries

4-1-23 Shiba, Minato-ku,
Tokyo 108-0014, JAPAN
Email: mitann#208@jscpa.or.jp
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Comments on Question 2

As for post-employment benefits, APPENDIX C explains that the IASB plans to
propose (not yet commenced) improvements to the measurement of defined benefit
plans and contribution-based promise plans in the second phase, following the
improvements to the recognition, presentation and disclosure of defined benefit plans
completed in June 2011.

However, in 2006 when this project was added to the agenda, a comprehensive review
was planned to be implemented in the second phase. This was often mentioned in the
process of discussions in the first phase. Therefore, since discussions were held
focusing on the urgent themes in the first phase, everyone naturally believes the IASB
will proceed to the second phase.

We would like to ask the IASB to promptly start working on the second phase and
implement a comprehensive review. This review should include the meaning of
post-employment benefits for accounting purposes and an evaluation method based on
that meaning, without limiting the scope of target.

We have consistently insisted that “in reviewing post-employment benefits, it is
necessary to give extra consideration to overall consistency and fully examine the
meaning of post-employment benefits for accounting purposes and an evaluation
method based on that meaning.” We insisted this in our comments on the Discussion
Paper 2008, “Preliminary Views on Amendments to IAS 19 Employee Benefits” as well
as on the Exposure Draft 2010, “Defined Benefit Plans / Proposed amendments to
IAS19.”

This is because we believe it is highly probable that users of financial reports will be
misled if the IASB adopts immediate recognition for the accounting of defined benefit
plans or creates a new category of contribution-based promise plans and changes the
current method of liability assessment or accounting without having such discussions.

For instance, in Japan, we have a promise called a points system that calculates the
amount of benefits by multiplying the accumulated points, granted every year based on
competence review, by the unit value at the time of retirement. Since there are
different views on how to measure this system under IAS19, this may cause
diversification in the process of conversion with IFRS and adoption in Japan.

In order to stop this situation from continuing, we strongly hope for some improvements.
However, if the IASB “creates a new category of contribution-based promise plans and
changes the current method of liability assessment or accounting” as proposed in the
Discussion Paper, we believe it is very likely that further problems will arise. The
following is an excerpt of our comments on the Discussion Paper.
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DP Preliminary Views on Amendments to IAS 19 Employee Benefits :  Question 5

Do you agree that the Board has identified the appropriate promises to be addressed in
the scope of this project? If not, which promises should be included or excluded from
the scope of the project, and why?

We do not agree. It would not be appropriate to reclassify defined benefit promises and
contribution-based promises based on the definitions shown in the present preliminary
views.

Rationale

Since we have the pension plans indicated below in Japan, it would be impossible to
consider, for some promises, that contribution-based promises are fundamentally
different from defined benefit promises.

Example 1. There are some promises in which salary is defined not by the total amount
of the salary, but by a portion of the salary (such as accumulation of ability evaluation),
for the purpose of calculating the benefit amount, though such promises are classified
into the final salary plan if they are based on post-employment benefit provisions.

Example 1 is regarded as defined benefit promise in appearance, but we may also
consider that such promises include a cash balance pension-like component based on
the salary used for benefit calculation. Therefore, it is not obvious how we should
classify such promises into defined benefit or contribution-based promises.

Example 2. There are also some promises in which the benefit amount is calculated by
multiplying the accumulation of credit points awarded annually based on ability
evaluation by unit price at severance.

Based on the category of promise proposed in the preliminary views, Example 2 may be
classified into contribution-based promise. However, unit price is expected to increase
under the influence of, but not necessarily linked to, price and wage increases.
Increased unit price also have an effect to credit points having accumulated in the past,
which could comprise a risk of being similar with a salary increase risk in the final
salary plan. This means that such promise has a feature that conflicts with the basic
nature of contribution-based promises in that it does not carry a salary increase risk.
Therefore, this example demonstrates an instance that negates the view that a defined
benefit promise is fundamentally different from a contribution-based promise.

Besides these comments, there is a difference in the nature of post-employment benefits
by jurisdictions such as the nature of rights to benefits or priorities. With the
expansion of the jurisdiction where IFRS is applied, it becomes necessary to develop
standards based on the understanding of more varied targets. We believe the IASB
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needs to fully consider the situation of each jurisdiction when examining the method of
liability assessment and accounting in the second phase of a comprehensive review.

It is obvious that the meaning of post-employment benefits for accounting purposes and
an evaluation method based on that meaning are deeply related to asset ceiling.
Therefore, we believe the IASB also needs to review the asset ceiling in the second
phase. In addition, the current IFRIC14 does not give full consideration to the
diversity caused by the jurisdictions concerning funding standards and requirements.
Thus, it is necessary to review the ambiguous concept of Minimum Funding
Requirement, for example.

In this Agenda Consultation, discount rates are mentioned as the project suggestion.
We also think discount rates are an important theme to be considered. Discount rates
are used in methods of various liability assessments. Therefore, it is meaningful to
examine the consistency among discount rates used in these assessments. However, at
the same time, discount rates are a factor directly related to the meaning of a target
liability for accounting purposes and an evaluation method based on that meaning.
Hence, there are limitations to discuss in a cross-sectoral manner by separating discount
rates from other matters. We believe discount rates will be an important issue in the
second phase of post-employment benefits.

We hope the IASB will conduct a comprehensive review that includes the
abovementioned items without limiting the scope of target of the second phase of
post-employment benefits.

End



