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Plan Amendment, Curtailment or Settlement, amendments to IAS 19

Conte nts The International Accounting Standards Board (the IASB) has published amendments to
IAS 19 Employee Benefits.

Background

The amendments The IASB has amended IAS 19 Employee Benefits.
The amendments are effective for annual periods beginning on or after 1 January

Transition and effective date
2019, with earlier application permitted.

Further information
Background
The IFRS Interpretations Committee was asked to clarify the calculation of current service
cost and net interest for the remainder of an annual period when a plan amendment or
curtailment occurs.

IAS 19.99 requires that the net defined benefit liability (asset) be measured using the
current fair value of plan assets and current actuarial assumptions, which will reflect
changes made to the plan. In contrast, the Basis of Conclusions to IAS 19 implies that an
entity should not revise any assumptions during the period when calculating the current
service cost and net interest, even if an entity measures the net defined benefit liability
(asset) using revised assumptions. Similarly, IAS 19.123 states that net interest on the net
defined benefit liability (asset) is based on the net benefit liability (asset) at the start of the
annual period, taking into account changes in the net defined benefit liability (asset) during
the period as a result of contribution and benefit payments. But IAS 19.123 makes no
reference to changes resulting from plan amendments, curtailments or settlements.

The IFRS Interpretations Committee concluded that revising the assumptions when
measuring the net defined benefit liability (asset) but not when calculating current service
cost or net interest was inconsistent. However, because the Committee was not able to
solve the problem by developing an Interpretation it instead recommended that the IASB
amend IAS 19.

The amendments

Past service cost (or the gain or loss on settlement)

The amendments clarify that the past service cost (or of the gain or loss on settlement)

is calculated by measuring the defined benefit liability (asset) using updated assumptions
and comparing benefits offered and plan assets before and after the plan amendment (or
curtailment or settlement) but ignoring the effect of the asset ceiling (that may arise when the
defined benefit plan is in a surplus position).

For more information please see IAS 19 is now clear that the change in the effect of the asset ceiling that may result from
the following websites: the plan amendment (or curtailment or settlement) is determined in a second step and is
recognised in the normal manner in other comprehensive income.
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Current service cost and net interest on the net defined benefit liability (asset)

The paragraphs that relate to measuring the current service cost and the net interest on the net defined benefit
liability (asset) have also been amended. An entity will now be required to use the updated assumptions from

this remeasurement to determine current service cost and net interest for the remainder of the reporting period
after the change to the plan. In the case of the net interest, the amendments make it clear that for the period

post plan amendment, the net interest is calculated by multiplying the net defined benefit liability (asset) as
remeasured under IAS 19.99 with the discount rate used in the remeasurement (also taking into account the effect
of contributions and benefit payments on the net defined benefit liability (asset)).

Transition and effective date

The amendments are applied prospectively. They apply only to plan amendments, curtailments or settlements
that occur on or after the beginning of the annual period in which the amendments to IAS 19 are first applied.
The amendments to IAS 19 must be applied to annual periods beginning on or after 1 January 2019, but they can
be applied earlier if an entity elects to do so.

Observation

IAS 34 Interim Financial Reporting paragraph B9 requires that the pension cost for an interim period be
adjusted for significant market fluctuations (in addition to the adjustments resulting from plan amendments,
curtailments and settlements). The Board decided against addressing the effect of significant market
fluctuations on the measurement of current service cost and net interest in the annual financial statements
(in the absence of a plan amendment, settlement or curtailment).

Further information

The amendments are available on the IFRS Foundation website for holders of a professional or comprehensive
elFRS subscription. The amendments will be incorporated in the 2019 set of unaccompanied Standards, which are
available free of charge to registered users. However, that update is not expected until early in 2019.

If you have any questions about the amendments, please speak to your usual Deloitte contact or see the contacts
at the end of this note.

02



Key contacts

Global IFRS Leader
Veronica Poole
ifrsglobalofficeuk@deloitte.co.uk

IFRS centres of excellence

Americas

Canada Karen Higgins ifrs@deloitte.ca

LATCO Miguel Millan mxifrscoe@deloittemx.com
United States Robert Uhl iasplus-us@deloitte.com
Asia-Pacific

Australia Anna Crawford ifrs@deloitte.com.au

China Stephen Taylor ifrs@deloitte.com.cn

Japan Shinya lwasaki ifrs@tohmatsu.co.jp
Singapore James Xu ifrs-sg@deloitte.com

Europe-Africa

Belgium Thomas Carlier ifrs-belgium@deloitte.com
Denmark Jan Peter Larsen ifrs@deloitte.dk

France Laurence Rivat ifrs@deloitte.fr

Germany Jens Berger ifrs@deloitte.de

Italy Massimiliano Semprini ifrs-it@deloitte.it
Luxembourg Eddy Termaten ifrs@deloitte.lu
Netherlands Ralph Ter Hoeven ifrs@deloitte.nl

Russia Maria Proshina ifrs@deloitte.ru

South Africa Nita Ranchod ifrs@deloitte.co.za

Spain Cleber Custodio ifrs@deloitte.es

United Kingdom

Elizabeth Chrispin

deloitteifrs@deloitte.co.uk

Deloitte.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee
("DTTL"), its network of member firms, and their related entities. DTTL and each of its member firms are legally separate
and independent entities. DTTL (also referred to as “Deloitte Global”) does not provide services to clients. Please see

www.deloitte.com/about to learn more about our global network of member firms.

Deloitte provides audit & assurance, consulting, financial advisory, risk advisory, tax and related services to public

and private clients spanning multiple industries. Deloitte serves four out of five Fortune Global 500° companies
through a globally connected network of member firms in more than 150 countries and territories bringing world-class
capabilities, insights and service to address clients’ most complex business challenges. To learn more about how
Deloitte’s approximately 264,000 professionals make an impact that matters, please connect with us on Facebook,

LinkedIn, or Twitter.

This communication contains general information only, and none of Deloitte Touche Tohmatsu Limited, its member firms,
or their related entities (collectively, the “Deloitte network”) is, by means of this communication, rendering professional
advice or services. Before making any decision or taking any action that may affect your finances or your business,

you should consult a qualified professional adviser. No entity in the Deloitte network shall be responsible for any loss

whatsoever sustained by any person who relies on this communication.
© 2018. For information, contact Deloitte Touche Tohmatsu Limited.

Designed and produced by The Creative Studio at Deloitte, London. J15151-1


mailto:ifrsglobalofficeuk%40deloitte.co.uk%20?subject=
mailto:ifrs%40deloitte.ca?subject=
mailto:?subject=
mailto:iasplusus%40deloitte.com?subject=
mailto:ifrs%40deloitte.com.au?subject=
mailto:ifrs%40deloitte.com.cn?subject=
mailto:ifrs%40tohmatsu.co.jp?subject=
mailto:ifrssg%40deloitte.com?subject=
mailto:ifrsbelgium%40deloitte.com?subject=
mailto:ifrs%40deloitte.dk?subject=
mailto:ifrs%40deloitte.fr?subject=
mailto:ifrs%40deloitte.de?subject=
mailto:ifrsit%40deloitte.it?subject=
mailto:ifrs%40deloitte.lu?subject=
mailto:ifrs%40deloitte.nl?subject=
mailto:ifrs%40deloitte.ru?subject=
mailto:ifrs%40deloitte.co.za?subject=
mailto:ifrs%40deloitte.es?subject=
mailto:deloitteifrs%40deloitte.co.uk?subject=

