
  
 

    The Chair 
 

 

 

ESMA • CS 60747 – 103 rue de Grenelle • 75345 Paris Cedex 07 • France • Tel. +33 (0) 1 58 36 43 21 • www.esma.europa.eu  

Wayne Upton 
IFRS Interpretations Committee 
30 Cannon Street 
London, EC4M 6XH 
United Kingdom 
 

 
Ref: IFRS Interpretations Committee’s tentative agenda decision on IFRIC 14 
IAS 19 The Limit on a Defined Benefit Asset, Minimum Funding Requirements 
and their Interaction: 
 

Dear Mr Upton, 

The European Securities and Markets Authority (ESMA) thanks you for the opportunity to 
respond to the IFRS Interpretations Committee’s (IFRS IC) publication in the March 2015 
IFRIC Update of a tentative agenda decision related to application of IFRIC 14. We are 
pleased to provide you with the following comments with the aim of improving the consistent 
application and enforceability of IFRSs. 

ESMA has considered the IFRS IC’s tentative decision not to add to its agenda the request 
related to the period over which the future minimum funding requirement for contributions to 
cover future service applies. ESMA welcomes the clarification provided by the IFRS IC that 
an entity should assume that funding would continue after the minimum period that has been 
agreed with the trustees. ESMA believes that this clarification is consistent with the 
underlying principles of IFRIC 14.  

However, ESMA encourages the IFRC IC to provide further guidance on the accounting 
treatment in circumstances when the level of the contributions will be subject to future 
negotiations after the minimum period. ESMA observes that the tentative agenda decision 
states that ‘[…] the level of the contributions will be subject to future negotiations, although 
the entity must continue to make contributions for future service under the existing funding 
principles […]’ and ‘[...] the estimate should not include changes to the funding principles 
to determine contributions for future service, if such changes require future negotiations with 
the Trustees [...] [emphasis added]’ 

Whereas changes to the level of contributions after the minimum period can be made without 
making changes to the funding principles, in ESMA’s view it remains unclear what level of 
contributions an issuer should take into account in their calculation. Therefore, as the term 
‘existing funding principles’ is not defined in IFRIC 14, ESMA is of the opinion that the final 
agenda decision should clarify its meaning and explain its relationship to the minimum 
funding basis referred to in paragraph 21 of IFRIC 14. Furthermore, such a clarification could 
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be made also in relation to Example 3 in the Illustrative Examples to IFRIC 14 by explaining 
how the wording of the tentative agenda decision is consistent with the illustration of the 
underlying principles. 

In particular, ESMA urges the IFRC IC to explicitly clarify whether the issuer should assume 
that the agreed contribution rate will continue over the life of the pension plan or whether it 
should develop expectations of how these contributions will develop in the future after the 
minimum period. In the latter case, ESMA would be concerned about the degree of 
subjectivity that could be introduced into accounting as an entity would need to estimate how 
its surplus and, therefore, its funding contributions would vary over the life of the plan.  

While ESMA agrees that the issue could be addressed through an agenda decision, ESMA 
acknowledges that the need for clarifications referred to in this letter might lead the IFRS IC 
to reconsider whether the agenda decision is the appropriate tool to address the issue 
identified in the submission. Consequently, the IFRS IC might need to reconsider whether, in 
light of the need for this clarification, a sufficient guidance exists so that neither an 
interpretation nor an amendment to the Standard are necessary, and therefore, whether this 
issue should be added to its agenda. 

We would be happy to discuss these issues further with you. 

 

Yours sincerely, 

 

 
Steven Maijoor 
 


