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Dear Mr. Schaub,

Re:
Adoption of Amendments to IAS 19 Employee Benefits: Actuarial Gains and Losses, Group Plans and Disclosures. 
Based on the requirements of the Regulation (EC) No 1606/2002 of the European Parliament and of the Council on the application of international accounting standards we are pleased to provide our opinion on the adoption of proposed Amendments to IAS 19 Employee Benefits: Actuarial Gains and Losses, Group Plans and Disclosures, published by the IASB on 16 December 2004. 

The amendments to IAS 19 include the following features:

a)  introduction of an additional recognition option for actuarial gains and losses arising in post-employment defined benefit plans

b) clarification that a contractual agreement between a multi-employer plan and participating employers that determines how a surplus is to be distributed or a deficit funded will give rise to an asset or liability
c) introduction of requirements for defined benefit group plans in the separate or individual financial statements of entities within a group

d) a requirement for additional disclosures.

The Amendments to IAS 19 introduce an additional option in IAS 19 allowing entities to recognise actuarial gains and losses outside the income statement, in full, as they arise. Although we generally believe that additional options impair comparability, we understand, in the circumstances, the objectives of the IASB in introducing  the third option and support them. We acknowledge that a wider review of the subject is still on IASB’s agenda.
The Amendments require an entity using the third option to present, as part of its primary statements, a Statement of Recognised Income and Expense comprising all changes in equity arising from transactions other than with its shareholders. IAS 1 already provides for such a statement as one of the ways of presenting changes in equity.  A consequential amendment to IAS 1 now makes the title ‘statement of recognised income and expense’ mandatory when such a statement is presented.
We believe that the full debate of the larger issue of comprehensive income and the concept of recycling, which will require its own full due process, should not be pre-empted. We acknowledge the IASB’s statement that these amendments do not prejudge any discussion the IASB is yet to have regarding the project on comprehensive income and a comprehensive review of accounting for post-employment benefits as expressed in the Basis for Conclusions (paragraph 48K of the Basis for Conclusions). 
We fully support the other amendments published by the IASB, relating to multi-employer plans, group plans and disclosures. 

After considering all arguments, EFRAG supports the objective of the proposed amendments to IAS 19 to allow the immediate recognition of actuarial gains and losses in the balance sheet and in the statement of recognised income and expense and also the other amendments introduced and mentioned above under b) to d).

EFRAG has evaluated the proposed amendments to IAS 19 based on input from standard setters and market participants in accordance with EFRAG’s due process.  

EFRAG supports the amendments to IAS 19 and has concluded that they meet the requirements of the Regulation (EC) No 1606/2002 of the European Parliament and of the Council on the application of international accounting standards that:

i. they are not contrary to the ‘true and fair principle’ set out in Article 16(3) of Council Directive 83/349/EEC and Article 2(3) of Council Directive 78/660/EEC; and

ii. they meet the criteria of understandability, relevance, reliability and comparability required of the financial information needed for making economic decisions and assessing the stewardship of management.

For the reasons given above, EFRAG believes that it is in the European interest to adopt the proposed Amendments to IAS 19 Employee Benefits: Actuarial Gains and Losses, Group Plans and Disclosures and, accordingly, EFRAG recommends its adoption.
On behalf of the members of EFRAG, I should be happy to discuss our advice with you, other officials of the EU Commission or the Accounting Regulatory Committee as you may wish.

Yours sincerely,

Stig Enevoldsen

EFRAG, Chairman
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