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Straight away 

IFRS bulletin from PwC 
 

IASB issues amendment to IAS 19R 

 
What’s the issue? 
 
The IASB has issued an amendment to 
clarify the application of IAS 19, 
‘Employee Benefits’ (2011) – referred to 
as ‘IAS 19R’, to plans that require 
employees or third parties to contribute 
towards the cost of benefits. The 
amendment is effective for years 
commencing on or after 1 July 2014, and 
early adoption is permitted. The 
amendment does not affect the 
accounting for voluntary contributions. 
 
Some pension plans require employees or 
third parties to contribute to the plan. 
These contributions reduce the cost to 
the employer of providing the benefits. 
Common practice under the previous 
version of IAS 19 was to deduct the 
contributions from the cost of the 
benefits earned in the year in which the 
contributions were paid. 
 
IAS 19R, which is applicable to periods 
commencing on or after 1 January 2013, 
was intended to clarify the treatment of 
contributions from employees or third 
parties. However, the revised guidance is 
open to a range of potentially complex 
interpretations, and could require most 
entities to change the way in which they 
account for these contributions. 
 
The 2011 revisions to IAS 19 
distinguished between employee 
contributions related to service and those 
not linked to service. The current 
amendment further distinguishes 

between contributions that are linked to 
service only in the period in which they 
arise and those linked to service in more 
than one period. In our view, a 
contribution that is payable out of 
current salary is linked to service 
 
The amendment allows contributions 
that are linked to service, and do not vary 
with the length of employee service, to be 
deducted from the cost of benefits earned 
in the period that the service is provided. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The amendment will allow (but not 
require) many entities to continue 
accounting for employee contributions 
using their existing accounting policy, 
rather than spreading them over the 
employees’ working lives. 
 
Contributions that are linked to service, 
and vary according to the length of 
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Example 1 
 
A plan that requires employees to 
contribute 4% of salary if they are 
below age 40, and 7% of salary if 
they are 40 or above, is an example 
of a plan in which employee 
contributions are not linked to the 
length of service.  
 
The contributions are linked to age 
and salary, but are not dependent 
on the length of service. So the 
contributions would be recognised 
as a reduction of pension expense in 
the year in which the related service 
is delivered.  
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employee service, must be spread over 
the service period using the same 
attribution method that is applied to the 
benefits; that means either in accordance 
with the formula in the pension plan, or, 
where the plan provides a materially 
higher level of benefit for service in later 
years, on a straight line basis.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The benefit of employee contributions 
linked to the length of service is 
recognised in profit or loss over the 
employee’s working life. It is not clear 
how this should be done, and a variety of 
approaches are likely to develop. 
 
Contributions that are not linked to 
service are reflected in the measurement 
of the benefit obligation. 
 
 
 
 
 
 
 
 

 
 

 
 
 
 
 
 
 
 
 
 
Am I affected? 
 
The amendment to IAS 19R will affect 
any post-employment benefit plans 
where employees or third parties are 
required to meet some of the cost of the 
plan. 
 
The amendment clarifies the accounting 
by entities with plans that require 
contributions linked only to service in 
each period.  
 
Entities with plans that require 
contributions that vary with service will 
be required to recognise the benefit of 
those contributions over employees’ 
working lives. Management should 
consider how it will apply that model. 
 
It is unlikely that the amendment will be 
endorsed by the EU before accounts for 
2013 have to be completed. So, accounts 
prepared in accordance with ‘IFRS as 
endorsed by the EU’ will not be able to 
early adopt this amendment. However, in 
our view the guidance in IAS 19R (that is, 
before the amendment) is not clear and 
can be interpreted to permit the same 
result in profit or loss as will be 
permitted by the amendment. 
 
If you have questions on the application 
of the proposals or require further 
information, please speak to your regular 
PwC contact.

 

Example 3 
 
A post-employment medical insurance 
plan, where the employee is required to 
meet the first CU20 per month of the 
insurance premium, is an arrangement 
in which the contributions are not 
linked to service. The expected future 
contributions from the employee, which 
would be payable after retirement, 
would be included in the measurement 
of the benefit obligation. 
 

Example 2 
 
A plan that provides a lump sum 
benefit on retirement of 10% of final 
salary for the first ten years of 
service, plus 20% of final salary for 
each subsequent year of service, and 
requires employee contributions 
equal to 5% of salary for the first ten 
years of service and 8% thereafter, is 
a plan in which contributions are 
linked to the length of service. 
 
The contributions vary with the 
length of service, as well as salary, 
and so they have to be recognised 
over the working life. The benefit 
earned and the employee 
contributions would be recognised 
on a straight line basis over the 
employee’s working life in this 
example. 
 


