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5. However, one of the constituents is not convinced that applying IAS 19 (2011) 

will be as clear as the draft decision suggests, for the following reasons: 

(a) The constituent believes that the draft decision incorrectly emphasises 

one indicator (ie benefits being conditional upon completion of 

employee services for any period after the offer is accepted) as the sole 

determining factor in classifying employee benefits between 

termination benefits and benefits in exchange for services.  Although 

the constituent agrees with the determination that benefits payments 

being conditional on future employment would be a strong indicator 

that benefits are provided in exchange for future services, they do not 

believe the existence of this indicator alone would preclude an entity 

from classifying a benefit as a termination benefit.  

(b) The constituent believes that clarifications were made mainly to align 

with Topic 420 in the area of involuntary termination of employees 

where benefits are paid to retain the employees for a certain period (ie a 

stay bonus).  In the case of the ATZ plans, these benefits would not 

serve the purpose of being a bonus provided to convince employees to 

stay until a later period rather than be terminated immediately. In fact, 

the purpose of the benefits is often the exact opposite - to convince 

employees to retire early (ie early termination) or to reduce hours until 

retirement. 

(c) The constituent believes that the individual facts and circumstances 

need to be considered.  They believe that the benefits provided can, in 

fact, be split between benefits in exchange for service and termination 

benefits when benefits have characteristics of both categories. 

6. The two other constituents agree, on the basis of the information available in the 

submission, with the conclusion that ATZ plans do not meet the definition of a 

termination benefit under IAS 19 (2011).  However, one of the constituents thinks 

that: 
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(a) The Committee should not provide comments or guidance about the 

application of IFRSs to a fact pattern described by a submitter in an 

agenda decision.   

(b) The decision should be restricted to referring to IFRS literature that the 

Committee thinks should be considered and explaining which of the 

agenda criteria were not met.  

(c) If members of the Committee wish to curtail potential diversity that 

may emerge in a jurisdiction, the Committee should decide to develop 

an interpretation or recommend that the IASB amend IFRSs to clarify 

the requirements or provide application guidance.  

(d) The Committee should not attempt to resolve an issue and change 

existing or emerging practice through an agenda decision because 

agenda decisions are not subject to full due process, are not updated 

when changes are made to IFRSs and do not provide for transition. 

(e) The Committee should develop a framework to support when and how 

the Committee should provide guidance in an agenda decision. This 

framework should be in place before the Committee attempts to provide 

more helpful guidance in agenda decisions. 

Staff response 

7. We agree that the distinction between benefits provided in exchange for future 

services and termination benefits under IAS 19 (2011): 

(a) may require the application of judgement; 

(b) should be based on the characteristics of each entity’s offer of benefits 

under the plan considered;  

(c) should be assessed taking into account the indicators in IAS 19 (2011) 

and all other relevant facts and circumstances (such as the period of 

time during which the required service should be provided); and 
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(d) needs to be consistent with the definitions of employee benefits given in 

IAS 19 (2011). 

8. However, we think that in the fact pattern submitted: 

(a) The defining characteristic of the bonus payment is the requirement to 

provide service.  We note that the bonus payments are paid only if the 

employee provides the required service during the specified period.  If 

the employee’s service ends for any reason before the end of the 

specified period, the employee does not receive the bonus payments. 

This indicates that the benefit is provided in exchange for services.  In 

our view, splitting benefits between benefits provided in exchange for 

services and termination benefits (as specified in the examples 

illustrating paragraphs 159-170 of IAS 19 revised in 2011) would be 

appropriate if, for example, a portion of the bonus payments had to be 

paid for ending the employment regardless of whether the employees 

render the services.  

(b) The bonus payments are economically similar to ‘stay bonuses’ in that 

an employee is offered a higher rate to convert from permanent 

employment to temporary employment in both cases.  Termination 

benefits do not include benefits provided in exchange for a reduction in 

employment. 

9. With respect to the comment that agenda decisions should be restricted to 

referring to IFRS literature that the Committee thinks should be considered, we 

think that the requirements in IAS 19 (2011) are reasonably clear for the specific 

fact pattern submitted. We also note that no Committee members disagreed that 

bonus payments paid in ATZ plans did not meet the definition of a termination 

benefit as defined in IAS 19 (2011).  

10. As a result, we think that the Committee should proceed with the agenda decision 

as it is worded, but with the clarifications proposed in Appendix A to this paper.  
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Question for the Committee  

Does the Committee agree with the staff’s recommendation not to take the 

issue onto its agenda and that it should proceed with the agenda decision, 

but with the clarifications proposed in Appendix A to this paper? 

 

Appendix A—proposed wording for the final agenda decision 
 
A1. We propose the following wording for the final agenda decision (new text is 
underlined and deleted text is struck through): 
 

IAS 19 Employee Benefits—Applying the definition of termination benefits to 

‘Altersteilzeit’ plans  

 

The Interpretations Committee received a request for guidance regarding the application of 

IAS 19 (2011) to ‘Altersteilzeit’ plans (ATZ plans) in Germany.  ATZ plans are early 

retirement programmes designed to create an incentive for employees within a certain age 

group to smooth the transition from (full- or part-time) employment into retirement before the 

employees’ legal retirement age.  ATZ plans offer bonus payments to employees in 

exchange for a 50 per cent reduction in working hours.  Their employment is terminated at 

the end of the a required service period.  The bonus payments are conditional on the 

completion of the required service period.  If employment ends for any reason before the 

required service is provided, the employees do not receive the bonus payments.  ATZ plans 

typically operate over a period of one to six years.  Eligibility for the benefit would be on the 

basis of the employee’s age but would also typically include a past service requirement.  

IAS 19 (2011) was the result of revisions issued in 2011 to IAS 19.  These revisions, among 

other things, amended the guidance relating to termination benefits.  Paragraph 8 of IAS 19 

(2011) defines termination benefits as those ‘employee benefits provided in exchange for 

the termination of an employee’s employment as a result of either: 

(a) an entity’s decision to terminate the an employee’s employment before the normal 

retirement date; or  

(b) an employee’s decision to accept an entity’s offer of benefits in exchange for the 

termination of employment.’  

The Committee observed noted that ATZ plans have attributes of both required service and 

termination benefits.  The Committee noted that the distinction between benefits provided in 

exchange for services and termination benefits should be based on:  
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(a) all the relevant facts and circumstances for each individual entity’s offer of benefits under 

the plan considered; 

(b) the indicators provided in IAS 19 (2011); and 

(c) the definitions of the different categories of employee benefits in IAS 19 (2011).  

The Committee also noted that, consistently with paragraph 162(a) of IAS 19 (2011), the fact 

that the bonus payments are conditional upon completion of employee service over a 

specified period indicates that, in the fact pattern described above, the benefits are in 

exchange for that service and they therefore do not meet the definition of termination 

benefits. 

On the basis of the analysis described above, the Committee [decided] not to add the issue 

to its agenda. 
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