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Dear Mr Garnett, 
 
Tentative agenda decision: IFRS 2 Share-based Payment —Share-based payment awards 
settled net of tax withholdings 
 
Deloitte Touche Tohmatsu Limited is pleased to respond to the IFRS Interpretations Committee’s 
publication in the September 2010 IFRIC Update of the tentative decision not to take onto the 
IFRS Interpretations Committee’s agenda a request for an Interpretation of IFRS 2 Share-based 
Payment with respect to the classification of a share-based payment transaction in which the entity 
withholds a specified portion of the shares that would otherwise be issued to the counterparty 
upon exercise (or vesting) of the share-based payment award.   
 
We agree with the IFRS Interpretations Committee’s decision not to add this item onto its agenda.  
The issue of accounting for share-based payment awards settled net of tax withholdings is 
prevalent (indeed in some jurisdictions it is a statutory requirement to withhold tax) and there is 
widespread diversity in how the requirements in IFRS 2 are applied to this type of settlement 
arrangement..Therefore, we support the Committee’s recommendation that the issue be considered 
by the IASB as part of its post-implementation review of IFRS 2.   
 
However, we have concerns with the Committee’s proposed drafting of the agenda decision.  We 
disagree with the Committee’s statement that diversity in practice should not result.  There are 
diverse views in practice on the application of IFRS 2 to a withholding feature which have 
resulted in entities applying equity-settled accounting, cash-settled accounting, or a bifurcation 
approach to awards that contain this feature.    
 
We believe that diversity exists as a result of how the agent/principal considerations are applied to 
such schemes.   Whilst guidance such as IAS 18.IE 21 on Determining whether an entity is acting 
as a principal or as an agent (the 2009 amendment) may be seen as relevant, there is no 
explicit application guidance of this principle to share based payment arrangements.  
 
Further, we believe that reference to US GAAP in a Committee’s agenda decision is inappropriate 
for the purposes of interpretation of IFRSs. 
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Accordingly, we recommend that the tentative agenda decision be drafted to refer to diversity in 
application, such as follows: 
 

“The Committee received a request to consider the classification of a share-based payment 
transaction in which the entity withholds a specified portion of the shares that would otherwise be 
issued to the counterparty upon exercise (or vesting) of the share-based payment award. The 
shares are withheld by the entity in return for settling the counterparty’s tax withholding 
obligation associated with the share-based payment. The request received by the Committee asked 
whether the portion of the share-based payment that is withheld should be classified as cash-
settled or equity-settled. Under US GAAP, such arrangements do not require liability 
classification for any portion of the share-based payment award.  

 
The Committee noted that the definitions in Appendix A Defined terms of IFRS 2 of ‘cash-settled 
share-based payment transaction’ and ‘equity-settled share-based payment transaction’ provide 
that an award is classified as cash-settled if the entity incurs a liability to transfer cash or other 
assets to the supplier of goods or services as a result of acquiring goods or services. In the 
circumstances considered by the Committee, cash is transferred to the tax authority, in settlement 
of the counterparty’s tax obligation, in respect of the shares withheld. 

 
The Committee noted that IFRS 2 provides sufficient guidance to address this issue and that it 
does not expect diversity in practice as a result of the interpretation of the requirements of IFRS 2.  
However, the Committee noted that diversity may exist as a result of the application of judgement 
as to whether or not an employer is acting as an agent for the employee. Due to the fact that any 
guidance on whether an employer is acting as an agent would be in the nature of application 
guidance, Consequently, the Committee [decided] not to add the issue to its agenda.  Additionally, 
the Committee recommended that the issue should be reconsidered by the Board as part of its 
post-implementation review of IFRS 2 to determine if the introduction of an exception in IFRS 2, 
to permit equity-settled classification of the portion of the share-based payment withheld, would 
be appropriate.”  
 
 
 
If you have any questions concerning our comments, please contact Veronica Poole in London at  
+44 (0)20 7007 0884. 
  
Yours sincerely, 
 

 
Veronica Poole 
Global IFRS Leader - Technical 


