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C/O KAMMER DER WIRTSCHAFTSTREUHÄNDER  
SCHOENBRUNNER STRASSE 222–228/1/6  

A-1120 VIENNA  
AUSTRIA  

  
TEL  +43 (1) 81173 228  
FAX  +43 (1) 81173 100  
E-MAIL  office@afrac.at  
WEB  http://www.afrac.at  

Mr Hans Hoogervorst, Chairman 
International Accounting Standards Board (IASB) 
30 Cannon Street 
London EC4M 6XH 
United Kingdom 

 

Dear Mr Hoogervorst,  

On behalf of the Austrian Financial Reporting and Auditing Committee (AFRAC), the privately 
organized standard-setting body for financial reporting and auditing standards in Austria, we 
appreciate the opportunity to comment on the Exposure Draft Defined Benefit Plans: Employee 
Contributions – Proposed amendments to IAS 19.  

Principal authors of this comment letter were Max Eibensteiner, Helmut Kerschbaumer and 
Christoph Krischanitz. In order to provide a balanced Austrian view on the topic, the professional 
background of these authors is diverse (auditor, preparer, and actuary).  

 

GENERAL REMARKS  

We welcome the efforts of the IASB to clarify certain aspects of the accounting for employee 
contributions to a defined benefit plan. We support the general approach that such contributions to 
defined benefit plans are not seen as a reduction in short-term employee benefit cost but rather 
reduce the service cost component of the change in the defined benefit obligation.  

Our responses to the Board’s specific questions are set out below.  
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SPECIFIC REMARKS  

Q 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 support the Board’s approach in adding the practical expedient to paragraph 93. 
However, we have certain concerns about the potential “side effects” of the addition:  

1. Introducing a simplification requires a clear rule to determine under what 
circumstances the simplification may be used. We are not fully convinced that the rule 
set forth in paragraph 93 (“linked solely to the employee’s service rendered in the 
same period in which they are payable”) is sufficiently clear. While the example given 
in this paragraph is clear, there will be other situations in practice where it might be 
difficult to determine whether the simplification is applicable (i.e., the contribution is a 
fixed amount per period of service). We suggest that the Board should provide further 
clarification and examples in the standard and/or the Basis for Conclusions.  

2. The simplification introduces a new accounting choice (“... may be recognised ...”). 
We think that new accounting choices should only be introduced in exceptional 
circumstances and are not sure whether such a circumstance exists in this situation. 
We suggest that the Board further discuss the rationale for the accounting choice.  

 

Q 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 proposed attribution method. As mentioned in BC4, there is general 
concern about the complexity of the required calculations and the potential confusion that 
they could introduce to practice. We share this concern: we suggest adding more guidance 
for the proposed calculation and avoiding specific technical language if possible. We think 
that the terms “negative benefit”, “gross benefit” and “net benefit” are somewhat confusing, 
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since the defined benefit obligation is always one specific amount (for example, no “negative 
benefit” is deducted). Employee contributions relate to the financing of the benefits and 
“negative benefits” would rather represent the portion of the DBO which is financed by the 
employee him/herself.  

We would also draw the Board’s attention to situations in which paragraph 70 requires the 
attribution of gross benefits to years of service for a shorter period than the period for which 
contributions are paid by the employee (e.g., there may be situations in which the plan 
formula determines that the attribution of benefits ends at the age of 60, whereas employee 
contributions need to be made until the retirement age of 65). In this situation, attributing the 
“negative benefit” in the same way as the gross benefit is attributed would lead to a 
receivable due from the employee at the date the attribution of the gross benefit ends. In 
subsequent periods, this receivable will be reduced by the contributions made by the 
employee. We have doubts that such a receivable meets the recognition criteria, since future 
payments may not be under control of the entity.  

 

Q 3 Other comments  

Do you have any other comments on the proposals?  

No.  

 

Please do not hesitate to contact us if you wish to discuss any aspect of our comment letter in more 
detail.  

 

Kind regards  

 

Romuald Bertl  

Chairman  

 

 


