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Dear Sir or Madam,

| am writing on behalf of the Autorité des Normeeniptables (ANC) to express our
views on the Exposure draft on proposed amendnemtsS 19.

As the IASB’s intention is to address limited isswaised by the standard and as its plans
are to perform a comprehensive review of employseeht accounting, we would like to
state that our comments should be read in the xbotehis short term project and might
be different in the context of the planned compnshe review, notably as regards issues
related to the measure of performance.

The ANC agrees on the immediate recognition otldinges in the value of plan assets
and in the employee benefit obligation. The ANC remkledges that this amendment
together with the recognition of remeasurementsother comprehensive income
improves the information conveyed by the balaneeshHowever, despite the merit of
the immediate recognition and of the elimination tbé corridor option, we have
reservations about the consequences of the expdsaiteproposals with respect to the
presentation of the entities’ performance. We thihiat IASB proposals lead to the
dilution of the concept of profit and loss as reswaments in other comprehensive
income will never be recycled.

ED 2010/3 proposes that past service costs shaulddngnised when incurred. In the
current IAS 19, non vested past service cost isgmeised over the vesting period. We
would be in favour of maintaining this current pgmsi as it is consistent with the
fundamental principle in IAS 19 whereby benefits akchanged for services rendered.
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ED 2010/3 proposes that the expected return on ggets should be replaced by the
discount rate used to measure the defined benbfigation. Even if applying the
“discount rate” to the net liability will not geradly lead to a perfect representation of the
funding arrangements, we think that it has nevéfisethe merit of being a practical
expedient that will facilitate the preparation amide understanding of financial
statements.

Regarding the changes in the definitions of someleyee benefits, we are not
supportive of the IASB proposals. We think that #agosure draft wording of the
definition for short-term employee benefits doeg olarify the IASB intentions and
raises several practical difficulties. We also hesservations with the proposed merger
of the category “other long term benefits” withihet global category “long term
benefits”. Other long term benefits will no longkll under the limited accounting
requirements which are justified by the current [EBby materiality considerations.

Regarding the proposals to expand the disclostiiesANC regrets that much of them
are too general, burdensome or costly.

Our detailed answers to the discussion paper’stigmssare set out in the appendix 1.

If you have any questions concerning our commenméswould be pleased to discuss
them.

Yours sincerely,

Jérome HAAS



Appendix

Recognition

Question 1:

The exposure draft proposes that entities shouddgrase all changes in the present
value of the defined benefit obligation and in thg value of plan assets when they

occur. (Paragraphs 54, 61 and BC9-BC12) Do yowe&dv¢hy or why not?

The ANC agrees with the proposal to recognise laihges in the present value of the
defined benefit obligation and in the fair valueptdn assets when they occur because:

It is more consistent with the conceptual framewddkhder the “corridor”
option assets and liabilities may be recognizedt tda not meet the
corresponding definitions in the framework.

It improves the comparability of financial staterteely eliminating an option.
It improves the quality of financial reporting byaking the numbers in the

statement of financial position and comprehensio®ine more transparent and
easier to understand.

Question 2 :

Should entities recognise unvested past servicevdosn the related plan amendment

occurs? (Paragraphs 54, 61 and BC13) Why or why not

We are not satisfied with the conceptual justifmator this proposal.

We note the Board’s arguments in favour of recaggisinvested past service costs
when the related plan amendment occurs (see DisouBaper 2.20):

Consistency with the general requirement in thesteag IAS 19 to attribute
benefits to periods of service using the benefinida

Consistency with immediate recognition of all gassd losses arising from
defined benefit plans

However, as indicated in paragraph 2.20 of the Wision Paper the Board does not
consider its current proposal to be the best cdneépnswer.

We also note that attributing unvested benefitsiragi from plan amendments to future
service from employees would be consistent witteotliFrRSs and in particular with
IFRS 2 Share-based Payment.



In the ANC’s view, unvested additional benefitssarg under a plan amendment are
related to future service even though they mayttsibated to past services by the plan

benefit formula. The Board’s proposal does not eesphe principle whereby benefits

are exchanged for services received. In our view hinefits should therefore be

recognised in profit or loss over the period in erhthe relevant services are rendered
and not in the period of the plan amendment.

If the Board wishes to change the requirementsa@lto unvested past service cost
which would imply a change in the attribution ofnleéits to periods of services, we
suggest that it occurs in the context of a moregremensive review of IAS 19.

Disaggregation

Question 3 :

Should entities disaggregate defined benefit aast three components: service cost,
finance cost and remeasurements? (Paragraphs 1i®A@14-BC18).Why or why
not?

The ANC considers that the proposed disaggregatitmthree components provides
useful information which helps understand the cleang plan assets and obligations
that occur during the period. The separation ofmeasurements from the other
components should improve the predictive valudneflatter.

Whilst the ANC agrees with the disaggregation appihoproposed it disagrees in some
cases with the way the three components are defgssdbelow).

Defining the service cost component

Question 4 :

Should the service cost component exclude chaingege® defined benefit obligation resulting
from changes in demographic assumptions? (Paragiiaphd BC19—-BC23) Why or why not?

The ANC agrees with the proposal to exclude fromise cost the effect of changes in
demographic assumptions (mortality, turnover etc.).



Defining the finance cost component

Question 5 :

The exposure draft proposes that the finance @rsponent should comprise net interest on|the
net defined benefit liability (asset) determined &yplying the discount rate specified |in
paragraph 78 to the net defined benefit liabilidgget).

As a consequence, it eliminates from IAS 19 thaiiregnent to present an expected return on
plan assets in profit or loss.

>

Should net interest on the net defined benefitiliigb(asset) be determined by applying the
discount rate specified in paragraph 78 to thedeéhed benefit liability (asset)? Why or why
not? If not, how would you define the finance costmponent and why? (Paragraphs 7, 119B,
119C and BC23-BC32)

The Board’s view against the expected rate of netarbased on the idea that it is
subjective and allows manipulation of reported lssurhe Board’s proposal is to

replace the expected rate of return by a notiamarést rate which is unrelated to the
actual allocation of plan assets.

Even if applying the “discount rate” to the netbiigy will not generally lead to a
perfect representation of the funding arrangemewdsthink that it has nevertheless the
merit of being a practical expedient that will faate the preparation and the
understanding of financial statements given thatelare merits in applying the same
rate to assets and liabilities.

Presentation

Question 6 :
Should entities present:
(a) Service cost in profit or loss?

(b) Net interest on the net defined benefit lidpiliasset) as part of finance costs in
profit or loss?

(c) remeasurements in other comprehensive income?

(Paragraphs 119A and BC35-BC45) Why or why not?

The ANC agrees with the proposed presentation agfpraovhich provides useful
information for users and makes a distinction betwthose items which have greater
predictive value presented in profit or loss angneasurements presented in other
comprehensive income.

However, in view of the importance of profit or $oas a performance indicator, we are
concerned that the items recognized in other cohgm&ve income will never be
reflected in profit or loss.

Another concern relates to the classification @f ithpact of discounting in the interest
cost by entities in the banking industries as thecept of finance cost is not suitable for
this industry.



Settlements and curtailment

Question 7 :

(@) Do you agree that gains and losses on routite reon-routine settlement are
actuarial gains and losses and should thereforentdladed in the remeasurement
component? (Paragraphs 119D and BC47) Why or wify no

(b) Do you agree that curtailments should be tcedate the same way as plan
amendments, with gains and losses presented int mmofloss? (Paragraphs 98A,
119A(a) and BC48)

(c) Should entities disclose (i) a narrative dgimn of any plan amendments,
curtailments and non-routine settlements, and tfigir effect on the statement pf
comprehensive income? (Paragraphs 125C(c), 125B9Bmd BC78).Why or wh
not?

(a) We believe that routine and non-routine settlememés of a different nature.
Non-routine settlements often involve a negotiafiemy., a renegotiation of the
plan) and are comparable to plan amendments oraitnents. As a
consequence, we consider that non routine settlsnstould be accounted for
similarly to plan amendements and curtailmentsrwfipand loss. We agree
that routine settlements give rise to experiencpisathents and should be
considered as actuarial gains or losses to be atabuor as items of other
comprehensive income.

(b) As stated in (a) above, we believe amendmentsaibugnts and non-routine
settlements are of a similar nature as they involew negotiations and should
be treated through profit or loss. As stated inanswer to question 2, unvested
past service costs should be spread over the rergaequired service period.

(c) We agree with the disclosure requirements.

Disclosures

Question 8 :

The exposure draft states that the objectivessmiasing information about an entity
defined benefit plans are:

(a) to explain the characteristics of the entityesined benefit plans;

(b) to identify and explain the amounts in the gidifinancial statements arising from
its defined benefit plans; and

(c) to describe how defined benefit plans affeetaimount, timing and variability of the
entity’s future cash flows. (Paragraphs 125A andBBC59)

Are these objectives appropriate? Why or why nbt¥ot, how would you amend the
objectives and why?

We agree with the objectives but are concerned tabome of the exposure draft
proposals (see the answer to question 9).



Question 9:
To achieve the disclosure objectives, the expodtatt proposes new disclosure
requirements, including:

(a) information about risk, including sensitivityayses (paragraphs 125C(b), 125,

BC60(a), BC62(a) and BC63-BC66);

(b) information about the process used to determi@mographic actuarial assumptians

(paragraphs 125G(b) and BC60(d) and (e));

(c) the present value of the defined benefit oliloga modified to exclude the effect
projected salary growth (paragraphs 125H and BQBO(f

(d) information about asset-liability matching ségies (paragraphs 125J and BC62(
and

(e) information about factors that could cause ouations to differ from service cost

(paragraphs 125K and BC62(c)).
Are the proposed new disclosure requirements apiptef Why or why not?

If not, what disclosures do you propose to achteeedisclosure objectives?

Df

D));

Whilst we agree with the disclosure objectives (@@ above), there are a number
of cases set out below where we consider the irdbom may not be useful, or may
be too voluminous or too general and do not meetdilclosures objectives. We
also consider that the requirements should becserifily flexible to allow for the

difficulty in providing the information.

(a) information about risk, including sensitivity analysis

Whilst we agree in principle on the need for sevigit analysis, we do not agree

with the requirement, set out in 1251 (a) ii inpest of the effect of a change

to

actuarial assumptions “that was reasonably posattilee beginning of the reporting
period and would have affected current service tiost was determined for the
reporting period”. We find this requirement burdem®& and consider it would be

sufficient to provide the information as at the efidhe reporting period as it wou
be required by 125I (a) i.

(b) information about the process used to determine demographic actuarial
assumptions

Id

We consider that the brief description of the pescased to determine demographic
actual assumptions as required by paragraph 125&(iKely to be too general to
be useful. Moreover, we have doubt on the natutbeinformation to be provided.

(c) the present value of the defined benefit obligation, modified to exclude the effect
of projected salary growth

We are not convinced of the usefulness of thisrmfdion and consider that

it

might be confusing for users to have an alternatieasure of the long term defined

benefit obligation.

(d) information about asset-liability matching strategies (paragraphs 125J and
BC62(b))



ED 2010/3 proposed that an entity shall disclostaildeof any asset-liability
matching strategies used by the plan, including uke of annuities and other
techniques such as longevity swaps, to manage \aggesk.

In principle this information would be relevant. Wever, in order to avoid the risk
of voluminous and complex information, we thinkttiteshould be left to the entity
to decide what relevant information can be providddreover, information about
the hedging of risks may not be available to thi#yea.g. where the fund is external
and has an independent manager.

(e) information about factors that could cause contributions to differ from service
cost(paragraphs 125K and BC 62 (c).

ED 2010/3 proposes that an entity shall providaraative discussion of factors that
could cause contributions over the next five yeéamiffer significantly from current
service cost over that period.

We can see an interest in providing information uban entity’'s expected
contributions to the plan over a reasonable peoifotime considering the level of
uncertainty involved. This requirement should b#icently flexible to take into
account of an entity’'s capacity to provide sucloinfation e.g. it might not be
possible to provide information over a 5 year perio



We do not, however, see any interest in providhmg information with respect to
future service costs particularly since the acaogrfor defined benefit plan in 1AS
19 aims to distinguish contributions from serviassts. We also have the same
remark about the practical difficulty of providitigis information.

Question 10:

The exposure draft proposes additional discloswlesut participation in multi
employer plans. Should the Board add to, amend edetel these requirements?
(Paragraphs 33A and BC67-BC69) Why or why not?

We agree with the requirements except for thosewgenh 33A (c) and (d).

We question the relevance of information relatingthe number of, and the entity’s
proportion of, members required by 33A (c).

With respect to 33A (d) we think it would not becassary to provide information on
the allocation of surpluses and deficits on windofiphe plan unless of course a wind
up has effectively been decided. We question thevaace of this information in a
going concern situation and believe it will justriease unnecessarily the volume of
disclosures.

Question 11

The exposure draft updates, without further reamrsition, the disclosure requirements
for entities that participate in state plans orirted benefit plans that share rigks
between various entities under common control t&kendhem consistent with the
disclosures in paragraphs 125A-125K. Should thedadd to, amend or delete these
requirements? (Paragraphs 34B, 36, 38 and BC70) Wiy not?

We understand the objective of a better consistencthe disclosures required for
entities participating in state plans or defineshddgs plans that share risks between
various entities under common control (group plams the disclosures in paragraphs
125A-125K.

However we think that the usefulness of the progaisclosures in the context of state
plans or group plans can be challenged.

For entities that participate in state plans, th@psed disclosure requirement would
result in information with no additional value asngpared to the information publicly
available. Practical difficulties may also ariseemht would come to obtain an IAS 19
valuation of the obligation as a whole (such vabragenerally does not exist) and to
assess one entity’s share in the state plan ololigat

For entities participating in group plans the imf@tion required would be onerous and
redundant with the disclosures provided by the ey®l sponsoring the plan. It would
be also irrelevant since details that are not tydmked to the entity’'s employee

benefits would be provided.



Question 12
Do you have any other comments about the propadsetbgure requirements?
(Paragraphs 125A-125K and BC50-BC70)

In 8 125 E (c), actuarial gains and losses arigioig experience adjustments have been
eliminated from the disclosures required by IAS W& consider that this disclosure

provides useful information on the reliability ohet assumptions. The separate
disclosure of actuarial gains or losses based em#ture of the assumptions is for us
less relevant.

In 8 125 F, the proposed split of the fair valdegh® plan assets based on active and
non active market categories will be difficult. Tthsaggregation between “government
debt instruments” and “other debt instruments”os relevant either as the credit rating
of government debt instruments may not be homogenetn addition, practical
difficulties may arise regarding the proposed digagation in respect of funds’
investments that are managed by insurance companhiesefore, we would be in
favour of maintaining the current distinction inSAL9.

Other issues

Question 13
The exposure draft also proposes to amend IAS $8rasarised below:

(@) The requirements in IFRIC 14 IAS 19—The Limn a Defined Benefit Asset
Minimum

Funding Requirements and their Interaction, as ae@nin November 2009, are
incorporated without substantive change. (ParagragbA-115K and BC73)

(b) ‘Minimum funding requirement’ is defined as aegforceable requirement for the
entity to make contributions to fund a post-emplewtnor other long-term defined
benefit plan. (Paragraphs 7 and BC80)

(c) Tax payable by the plan shall be included ie thturn on plan assets or in the
measurement of the defined benefit obligation, ddp® on the nature of the tax.
(Paragraphs 7, 73(b), BC82 and BC83)

(d) The return on plan assets shall be reducedlbyrastration costs only if those costs
relate to managing plan assets. (Paragraphs 7), B8{82 and BC84—-BC86)

(e) Expected future salary increases shall be dersil in determining whether|a
benefit formula expressed in terms of current yaddiocates a materially higher level
of benefits in later years. (Paragraphs 71A and BBG&90)

() The mortality assumptions used to determine dieéined benefit obligation are
current estimates of the expected mortality ratgdan members, both during and after
employment. (Paragraphs 73(a)(i) and BC91)

(9) Risk-sharing and conditional indexation feasusball be considered in determining
the best estimate of the defined benefit obligat{®aragraphs 64A, 85(c) and BC92—
BC96)

Do you agree with the proposed amendments? Why loy not? If not, wha
alternative(s) do you propose and why?

(@) and (b) IFRIC 14



We are not sure that IFRIC 14 has been incorporaffibut substantive change as
some background and basis for conclusions includeéBRIC 14 which we feel useful
have not been retained when incorporating thepnegation in I1AS 19.

In addition, we note that the wording is not exatlle same. For instance, the term
“enforceable” has been added in the definitionhef tminimum funding requirement”.

It is not clear from the basis for conclusions wpaiblem has been addressed by this
additional word. Some view the “requirement to malaatributions” as similar to
“enforceable requirement to make contributions”.

The proposed definition of a minimum funding reguient in paragraph 7 relates to
any kind of long term benefit plan. We suggest that definition is limited to defined
benefit plans, as it is the case in IFRIC 14. Thénition should not be extended to
defined contribution plans as these plans canneblwe for the employer any
requirement to pay further contributions to makedya shortfall in the plan assets.

(c) Tax payable by the plan

We suggest changing the definition in 87 and tlggirement of 873b to refer to “taxes
payable with respect to the plan”. Our proposedhghawould address the situations
where contributions are paid directly by the entityany cases, the words “plan itself’
need to be clarified as they can be understoodesmimg “a fund”. According to IAS
19, a plan does not refer to any legal entity dmetefore cannot be required to pay
taxes.

In addition, we wish that the IASB be more speatiicthe nature of taxes referred to in
8§7.

(d) The return on plan assets shall be reduced by administrative costs

We agree with the proposal which is consistent vtk rationale in IAS 19 as
amended. As we wish to keep the concept of expeetedn, the administration costs
for managing the plan assets would be consideresh\alsessing the expected return.

(e) Expected future salary increases

We have some sympathy with the proposed paragraphas it clarifies the current
IAS 19 in a way that seems to be consistent withghneral practice. However, we
have some difficulty to assess at this stage allctnsequences that this change could
entail. We suggest then that the IASB add illusteaexamples of different situations
where an employee’s service in later years leadwaterially higher level of benefit
than in earlier year (e.g. an example with the affef expected future increases in
salaries and another where benefits are contirgeperformance targets).



(f) Mortality assumption

The exposure draft proposes to make explicit thatmortality assumptions used are
current estimates of the expected mortality rafggdan members. We do not see what
problem this precision may solve since the defibedefit obligations are in practice

determined based on current estimates of the exgbexbrtality rates. Besides, even if
we agree with the reference to the mortality ratfieglan member¢emphasis added); it

should be reminded that demographic data may navbdable at plan level. We are

therefore concerned with the relevance and reitglof, and the cost associated with
the determination of specific mortality tables.dur view, the amended IAS 19 should
make clear that standard mortality tables are @dgesufficient and that there is no

requirement to create specific mortality tableplah levels.

(9) Risk sharing and conditional indexation features

The inclusion in the estimate of the defined bedneibligation of employees’
contribution that will be receivable in respectcafrent service cost or past service cost
Is something new which is not clear. We do not Ise@ future contribution can be
divided in a component that relates to future sewiand in another component that
relates to the reduction of any existing deficit.

Question 14

IAS 19 requires entities to account for a definemhddit multi-employer plan as |a
defined contribution plan if it exposes the pap#ting entities to actuarial risks
associated with the current and former employeestltdr entities, with the result that
there is no consistent and reliable basis for ating the obligation, plan assets and gost
to individual entities participating in the plam the Board’s view, this would apply 1o
many plans that meet the definition of a definechdbé multiemployer plan
(Paragraphs 32(a) and BC75(b))

Please describe any situations in which a definemkfit multi-employer plan has|a
consistent and reliable basis for allocating thégabion, plan assets and cost to the
individual entities participating in the plan. Skaparticipants in such multi-employer
plans apply defined benefit accounting? Why or wbi?

The description of situations in which a definechdf@ multi employer plan has a

consistent and reliable basis for allocating thégabion, plan assets and cost to the
individual entities participating in the plan, cdube better performed by entities
participating to such plans.

For this reason, the ANC would like to stick tareogeneral principles.



We are aware that the Board discussed an apprbatkobuld correspond to a blanket
exemption from the defined benefit accounting reguents in IAS 19 for entities that
participate in multi-employer plans. We agree witle Board’s final conclusion that
extending the exemption would not be appropriateafomulti-employer plans and that
for instance an entity which is a dominant paracipin a multi-employer plan should
not be exempted from the accounting for the plaa dsfined benefit plan.

However, we would be in favour of introducing maensistency in the guidance on
state plans and on multi-employer plans. IAS 1%&6es that “an entity shall account
for a state plan in the same way as for a multileggy plan”. IAS 19- 38 further states
that in most state plans the entity has no oblbgato pay the future benefits: “its only
obligation is to pay the contributions when thell thue and if the entity ceases to
employ members of the state plan, the entity wvaldano further obligation to pay for
the benefits earned by its own employees in previmars”. We see no reason for not
including this guidance in paragraphs 29-32B ontiramhployer plans. This proposed
amendment would allow entities to classify multigayer plans as defined
contribution plans when fact and circumstances detnate that they are similar to
state plans funded on a pay-as-you-go basis.

Question 15

Should entities apply the proposed amendmentssgaatively? (Paragraphs 162 and
BC97-BC101) Why or why not?

We normally see no major difficulty with a retrospee application of the

amendments. However, we note that the current I28des not require identifying the
actuarial gains and losses on other long term bepkins due to consideration of
materiality. The reclassification of “other longrtebenefits” in the category “long term
employee benefits” will require determining retresfively the actuarial gains and
losses from the date of application.

In addition, we think that for many entities witheage number of plans and locations in
different jurisdictions, the costs of calculatifge tdefined benefit obligation on the new
basis will be high.

As a consequence, we would be in favour of an amendt that provide for an option

for limited retrospective application that is catent with the exemptions permitted by
IFRS1. The date of the mandatory application shauévide the entities enough time
in order to be able to perform the required caloihes.



Question 16

In the Board’s assessment:
(a) the main benefits of the proposals are:

(i) reporting changes in the carrying amount ofirtedf benefit obligations and changes
in the fair value of plan assets in a more undedzhle way.

(ii) eliminating some presentation options currgrtilowed by IAS 19, thus improving
comparability.
(iii) clarifying requirements that have resulteddiverse practices.

(iv) improving information about the risks arisifgbm an entity’s involvement in
defined benefit plans.

(b) the costs of the proposal should be minimatabee entities are already required to
obtain much of the information required to applg ffroposed amendments when they
apply the existing version of IAS 19.

Do you agree with the Board’s assessment? (Patag@a103—-BC107) Why or why
not?

We do not agree with:

- (@) (iii) as there are many amendments designethtdy the current IAS 19 but
do not achieve this objective (please refer toamswers to questions Q13) ;

- (a) (iv) as the proposed disclosures are too voloos and in some cases not
relevant (please refer to answers to questionsi3)o

- (b) as new disclosures and retrospective applicatimuld be costly.

Question 17
Do you have any other comments on the proposals?

ED 20010/3 proposes to define short term beneditsemefits “expected to become due
to be settled within twelve months of the end @&f tporting period”.

We do not agree with the new definition as it doesclarify the intended distinction.
Besides, a classification based on the expectesl afasettlement rather than on the
entittement raise some application issues. Moreange should be given on whether
and how transfers from short term benefits to ltergn benefits (and vice versa) could
or should be made. Further clarification is alsed®l on whether the assessment of the
likely date of settlement should be made at the pgael or at the individual level and
on whether the same benefit should be split into different categories with different
measurement and recognition requirements. We dagret either on the classification
of “other long term benefits” in the category “lotgrm employee benefits” as we see
such a change uselessly burdensome. We indeed dysmpathy with the current
requirements that allow for limited disclosures tlmuenateriality considerations.

In addition, in respect of the payment of some Isesucontingent on performance
targets, the difference between the estimated bamas the actual bonus will be

recognised in other comprehensive income. We atbeoView that such difference is

not the same feature as an actuarial gain or ledghet it should in any case impact the
profit and loss.



