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Re: Exposure Draft of Proposed Amendments to IAS 19 Employee Benefits -
Actuarial gains and losses, group plans and disclosures.

Grant Thornton Internationd  supports the work of the Internationd  Accounting
Sandards Board (IASB) and wdcomes the opportunity to provide input to the 1ASB's
Invitation to Comment.

While we agree that the proposds contained within the Exposure Draft on IAS 19
Amendments  Actuarial gains and losses, group plans and disclosures will lead to
enhanced trangparency in defined benefit accounting, we acknowledge that the changes
will have some cogt in tems of undersandability of and comparability between IFRS-
based financid daements. We are concerned over the complexity of defined benefit
accounting and the cogt involved in its goplicaion with respect to SMES in both
devdoped and emeging economies and in paticular the extent of the proposad
disclosures.  We hope that the SME project will reieve unnecessary burdens for this
sector. We aso wecome the proposed forthcoming comprehensive review of accounting
for post-employment benefits.
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The Exposure Draft contains severd diginct proposds.  In the event that the 1ASB might
decide not to proceed with one of these, we urge it to proceed with the others, and not to
abort dl of them. In particular, we condder that the proposas to dlow certain plans that
pool assats contributed by various entities under common control to be trested as multi-
employer plans gives rise to benefits that should not be logt.

We st out in the attached Appendix our comments on the specific questions raised in the
Invitation to Comment. If you should wish further explanation of our comments please
contact our Director of Intengtiond Hnandd Reporting, April  Mackenzie
(april.mackenzie@gt.com or phone +1 (212) 624 5428).

Y ours Sncerdy

Barry Barber
Worldwide Director of Audit and Qudity Control

fi/ Mados—

April Mackenzie
Director of Internationa Financia Reporting
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APPENDIX: Exposure Draft of Proposed Amendments to IAS 19 Employee
Benefits - actuarial gains and losses, group plans and disclosures.

Question 1 - Initial recognition of actuarial gainsand losses

IAS 19 requires actuarid gans and losses to be recognised in profit or loss, ether in the
period in which they occur or on a defered bass The Exposure Draft proposes that

entities should dso be dlowed to recognise actuarid gains and losses as they occur,
outside profit or loss, in a statement of recognised income and expense.

Do you agree with the addition of this option? If not, why not?

We agree tha the recognition of actuarid gans and loses relaed to defined benefit
retirement benefit plans as they occur, will result in more complete recognition of
actuarid gans and losses.  Such complete recognition will improve the transparency of
the financid dtatements, over the current requirements contained within IAS 19.

We note that paragraph 13 of the Preface to International Financial Reporting Standards
dates that the IASB intends not to permit choices in accounting trestment. The same
paragragph dso sats out an objective of the IASB of reducing the number of choices in
accounting trestment, available to preparers of IFRS financid statements.

Neverthdess in this case we bdieve that the additiond option proposed in paragraph
93A should be permitted. In the context of the numerous companies moving to IFRS for
the firgd time in 2005 (mog notably in Europe), mog of which will probably st the IAS
19 corridor to zero a their date of trandtion, the proposds represent an opportunity for
cdear trangparent ongoing IFRS accounting without the unwdcome profit and loss
account volaility implications that IAS 19 goplication would otherwise ental.  Also, as
the IASB has, understandably, not yet had the time to cary forward ther project to
review IAS 19; it would not be a pogtive sep to diminate a currently used solution of
merit.

However, we are concerned that the wording of paragraph 93A agppears to imply that
different treatments of aspects of 1AS 19 for different plans would have been acceptable
but for the redriction placed by 93A itsdf. This is contradictory to IAS 8 paragrgph 13
and could undermine the requirement for an entity to sdect and goply its accounting
polices condgently for smilar transactions other events and conditions, unless a
Sandard or an Interpretation specificdly requires or permits categorization of items for
which different policies may be gppropriate.
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Question 2 - Initial recognition of the effect of the limit on the amount of a surplus
that can berecognised as an asset

Paragraph 58(b) of IAS 19 limits the amount of a surplus that can be recognised as an
st to the present vdue of any economic benefits avalable to an entity in the form of
refunds from the plan or reductions in future contributions to the plan (the assat celling)
The Exposure Draft proposes that entities that choose to recognise actuarid gains and
losses as they occur, outsde profit or loss in a daement of recognised income and
expense, should aso recognise the effect of the asset celing outsde profit or loss in the
same way, ie in astatement of recognised income and expense.

Do you agree with the proposd? If not, why not?

We agree with this proposd in the context of the proposd to recognise actuarid gans
and losses as they occur in the statement of recognised income and expense.

Question 3 - Subsequent recognition of actuarial gainsand losses

The Exposure Draft proposes that, when actuarid gains and losses are recognised outsde
of profit or loss in a Satement of recognised income and expense, they should not be
recognised in profit or lossin alaer period (ie they should not be recycled).

Do you agree with this proposa? If not, why not?

We agree with the concept in the context of this Exposure Draft hat once actuarid gains
have been recognised in a datement of recognised income and expense, they should not
be recognisad in profit or lossin alaer period.

Question 4 - Recognition within retained earnings

The Exposure Draft dso proposes that, when actuarid gains and losses are recognised
outdde of profit or loss in a datement of recognised income and expense, they should be
recognised immediady in retaned eanings, rather than recognised in a separate
component of equity and transferred to retained earnings in alater period.

Do you agree with this proposa? If not, why not?

We agree that actuarid gains and losses recognised outside of profit or loss in a Satement
of recognised income and expenses should be recognised immediately in reserves.
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Question 5 - Treatment of defined benefit plans for a group in the separate or
individual financial statements of entitiesin the group

(&  The Exposure Draft proposes an extenson of the provisons in IAS 19 rdding to
multi-employer plans for use in the separate or individud finencid datements of
entities within a consolidated group thet meet specified criteria

Do you agree with this proposd? If not, why not?

(b) The Exposure Draft sets out the criteria to be used to determine which entities within
a consolidated group are entitled to use those provisons.

Do you agree with the criteria? If not, why not?

We support the concept of extending the provisons in IAS 19 rdating to multi-employer
plans for use in the separae or individud financd daements of entities within a
consolidated group that meet specified criteria

However, we are unsure as to why a subsdiay entity, that qudifies under paragreph 34
@ (i) but is d0 an intermediae holding company that chooses to produce IFRS
conolidated financid datements, should be deprived of the exemption for those
accounts. Paragraph 23 in the Bads for Conclusons makes the judgment that it is not
worth the cods involved for companies that meat the IAS 27 criteria for exemption from
preparing consolidated financid dStatements, to apply defined benefit accounting usng a
condgent and reasonable basis of dlocation.  Following this logic, it must be true for any
consolidated accounts thet they may produce.

We dso propose that the IASB condders extending the provisons in IAS 19 rdding to
mult-employer plans for the use in the separate or individud financid datements of
entities within a consolidated group. We fed tha subdantid cods savings could be
redised, especidly by SMEs who may not have access to the economies of scde
avalable to larger entities if the provisons were extended to dl subsdiary entities under
common control rather than only 100% owned subsdiary entities provided agreement is
obtained from minority interests.
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Question 6 - Disclosures

The Exposure Draft proposes additiond disclosures that (8) provide information about
trends in the assats and lidbilities in the defined benefit plan and the assumptions
underlying the components of the defined benefit cos and (b) bring the disdosures in
IAS 19 doser to those required by the US dandard SFAS 132 Employers Disclosures
about Pensions and Other Postretirement Benefits.

Do you agree with the additiond disclosures proposa? If not, why not?

We do not support the additiond disclosures a this time and recommend that any change
to disclosure requirements take place within the scqpe of the comprehensve review of
accounting for post-employment benefits.

Question 7 - Further disclosures

Do you bdieve tha any other disclosures should be required, for example the following
disclosures required by SFAS 1327 If so, why?

(@ anardive dexription of investment policies and strategies,

(b) the benefits expected to be pad in each of the next five fiscd years and in aggregate
for the following five fiscd years, and

(© & explanation of ay dgnificat change in plan lidilities or plan assts not
otherwise gpparent from other disclosures.

SFAS 132 dso encourages disclosure of additiond asset categories if that informetion is
expected to be ussful in understanding the risks associated with each asset category.

We do not support the indudon of additiond disclosures beyond those proposed in the
Exposure Draft and as indicated above do not support an extenson of the disdosures at
thistime.
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