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FASB Proposes Defined Benefit 

Plan Disclosures  

As part of its broader disclosure framework project, the FASB 

recently proposed improvements to disclosures about defined 

benefit pension and other postretirement plans.
1
 The proposed 

improvements would apply to all entities that sponsor defined 

benefit pension or other postretirement plans.  

Key Facts   

 To test the effectiveness of the guidance in its proposed disclosure 

framework, the FASB proposed modifications to a number of defined benefit 

plan disclosure requirements.
2
   

 The proposal aligns with the FASB’s proposed changes to materiality, which 

would replace the current definition with a broad observation of the U.S. 

Supreme Court definition.
3
 

Key Impacts  

 The modifications to specific disclosures aim to improve their usefulness to 

financial statement users, and to reduce ongoing costs incurred by entities to 

disclose information that may not be decision-useful. 

 The proposed amendments aim to give entities more flexibility and discretion 

to decide what information is material and should be included in their 

disclosures.  

 The proposed changes would require disaggregated disclosures about 

domestic and foreign plans regardless of whether they use the same or 

similar assumptions. The FASB believes that separate disclosure is warranted 

because foreign plans are subject to different governing regulatory 

requirements, including funding commitments, and financial statement users 

usually are less familiar with those regulations. 

                                                        
1
 Proposed Accounting Standards Update, Changes to the Disclosure Requirements for Defined 

Benefit Plans, January 26, 2016, available at www.fasb.org. 

2
 Proposed FASB Concepts Statement, Conceptual Framework for Financial Reporting – Chapter 8, 

Notes to Financial Statements, March 4, 2014, available at www.fasb.org. 

3
 FASB Proposed Accounting Standards Update, Assessing Whether Disclosures Are Material, 

September 24, 2015, and FASB Concepts Statement No. 8, Conceptual Framework for Financial 

Reporting – Chapter 3, Qualitative Characteristics of Useful Financial Information, both available at 

www.fasb.org. For more information see KPMG’s Defining Issues No. 15-42, FASB Proposes 

Changes to Materiality for More Effective Disclosures, available at www.kpmg-institutes.com. 
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Testing the Proposed Disclosure Framework  

The proposed amendments to the defined benefit pension and other 

postretirement plan disclosure requirements are one of four disclosure reviews 

that will help the FASB to test the effectiveness of the guidance in its proposed 

disclosure framework. 

Using the objectives of the proposed disclosure framework and based on 

information provided by stakeholders, the FASB proposes to eliminate a number 

of disclosures about defined benefit pension and other postretirement plans that 

it believes no longer apply to many entities or do not provide useful information 

to financial statement users in view of the cost incurred by entities to report 

them.  

Disclosure Requirements that would be Eliminated 

Amount of pension accumulated benefit obligation (ABO). 

Aggregate pension ABO and aggregate fair value of plan assets for pension 

plans with ABO that is greater than plan assets. 

Amount and timing of plan assets expected to be returned to the entity. 

Japanese welfare pension insurance law disclosures. 

Amount of future annual benefits covered by insurance and annuity contracts, 

and significant transactions between the employer/related parties and the 

plan. 

Amounts in accumulated other comprehensive income expected to be 

recognized as components of net periodic benefit cost over the next fiscal 

year. 

For nonpublic entities, the reconciliation of opening to closing balances of 

Level 3 plan assets. 

The FASB also proposes a number of new disclosures that it believes would be 

decision-useful to financial statement users. 

Proposed New Disclosure Requirements 

Description of the nature of the benefits provided, employee groups covered, 

and the type of benefit plan formula. 

Weighted-average interest rate used to credit cash balance and similar plans 

that have a promised interest credit. 

Disclosures required by fair value measurement guidance related to net asset 

value when using the practical expedient.
4
 

                                                        
4
 FASB ASC Topic 820, Fair Value Measurement, available at www.fasb.org. 

  

Disclosures would not be 

required for immaterial 

information. Also, omission of 

information due to 

immateriality would not be 

considered an accounting 

error. 
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Proposed New Disclosure Requirements 

Reasons for significant gains and losses affecting benefit obligations or plan 

assets. 

For nonpublic entities, the effects of a one-percentage-point change in 

assumed health care cost trend rates (this requirement currently applies to 

only public entities). 

For nonpublic entities, transfers and purchases of Level 3 assets (in lieu of a 

reconciliation of opening to closing balances, as described above). 

 

Application and Effective Date 

The proposed changes would be applied retrospectively to all periods with one 

exception. The qualitative disclosures about plan assets measured at net asset 

value would be required beginning with the most recent period presented in the 

initial period of adoption.  

The FASB will determine the effective date after it reviews comments.  

 

Looking Ahead 

As part of its disclosure framework project, the FASB also recently issued 

proposed changes to fair value measurement disclosures.
5
 It continues to review 

the existing disclosure requirements for inventory and income taxes.  

We encourage entities to consider the effect of the proposed changes on 

disclosures about defined benefit and other postretirement plans on their 

financial statements, whether they would be cost effective and operable, and 

whether they would result in more effective, useful information to the users of 

their financial statements. The FASB set a comment deadline of April 25.  
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Legal–The descriptive and summary statements in this newsletter are not intended to be a substitute 

for the potential requirements of the proposed standard or any other potential or applicable 
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Issues® is a registered trademark of KPMG LLP. 

                                                        
5
 FASB Proposed Accounting Standards Update, Disclosure Framework–Changes to the Disclosure 

Requirements for Fair Value Measurement, December 3, 2015, available at www.fasb.org. 
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