Question# 16 ) {MTP - SERIES Il - NOV- 2018}
An employee joined in company during 2013. Annual emoluments at the time of appointment
is¥ 14,90,210. The company also has a policy of gratuity lumpsum payment of 25% of salary

last drawn, if employee retires after completing minimum of 5 yeats. Salary growth rate is

10% per annum and discounting factor is 8% l/‘
Prepare PVDBO A/c
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Question# 15
A lumpsum benefit equal to 1% of final salag for each year of service, is payable
on termination of service. The salary in 1st year is ¥ 10,000 anditis assumed to
increase @ 7% per annum resulting inX 13,100 at the end of 5th year. Discounting
factoris 10%. -

—
Prepare PVDBO A/c
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Question# 17

1. FinalSalary X 1,00,000

2. Gratuity promised 2% for each year of service

3. Period of service 3 years

4. Discounting rate 1styearis 10% and 2nd year revised to 9%
Prepare PVDBO A/c
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: -1. 'Sa.lar;/ % 3,00,000
2. Gratuity promised 2% for each year of service
3.

Salary escalation clause atthe 9% for 1st time in 2nd year and 11% from 3™ year
time of appointment

4. Discounting rate 12% and changed it to 8% from 3rd year
5. Period of service 5 years

Prepare PVDBO A/c
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Question# 19
1. Pension 2% of final salary after 5 years
2. On1.01.07 - the entity improves pension to 2.5% of final salary from 1.1.03
3. Details INCREASE IN PVDBO
Employee with more than 5 years on 1.1.07 150 (yeated )
Employee with less than 5 years on 1.1.07 120 Cuowveanded 3
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Questioni# 20 {Adopted RTP - MAY -2019}

ABC Limited operates a defined benefit plan which provides to the employees covered
under the plan a pension benefit which is equal to 0.75% final salary for each year of
completed service. An employee needs to complemve years’ service for
becoming eligible to the benefit. On 1st April, 2015, the entity improves the pension benefit to
1% of final salary for each year of service, including prior years. The present value of the

ined benefit obligation is therefore, increased by ¥ 80
million. Given below is the composition of this amount: N
Employees with more than 5 years’ of service at 1st April, 2015 360 milliorD \70&(6
Employees with less than 5 years’ of service at 1 st April, 2015 & m o
The employees in the second category have completed average 2 and half years of
service. Hence, they need to complete another two and half year of service until
vesting.

Comment on the treatment of ¥ 80 million of the defined benefit obligation in the financial
statements
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Under AS 15, a past service cost of ¥ 60 million needs to be recognized immediately, as

those benefits are already vested. The remaining I 20 million cost is recognized on a

straight line basis over the vesting period, i.e., period to two and half years commencing
from 13t April, 2015.

Under Ind AS 19, the entire past service cost of ¥ 80 million needs to be recognized and
charged in profit or loss immediately. ABC Ltd. cannot defer any part of this cost.

Question# 21

1. Salary % 5,00,000
2. Gratuity 10% of the salary
3. Remaining service period 4 years
4. Discounting factor 10%
5. Gratuity increased by 1% at the beginning of 3rd year
Prepare PVDBO A/c
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" Question# 22

Salary is X 1,00,000 per annum. The company had a policy of increasing salary @ 10% per
annum, in second year of service and thereafter @ 15% per annum. Gratuity promised was
5% of salary last drawn for each completed year of service. The company due to huge profits
in 3rd year increased gratuity by 2%.

The company’s growth was due to favourable market conditions because of which actuary
who had estimated discounting factor @ 10% per annum had to increase it to 12% per annum
from 2nd year. Remaining service life is 5 years

You are required to

1. Prepare PVDBO Account

2. Calculate Actuarial gain or loss

3. Journalise the impact on past service cost, if any.
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Question# 23

X ltd discontinues the business segment and employees of discontinued operations earn no
future benefits. This is a curtailment because employee will continue to receive benefits for
services before discontinuance. Other details are

1. PVDBO balance 2,000

2. Unamortised past service cost > TXQUNO MR -

3. Reduction in obligation by 10% of the gross obllﬁatlon

Journalise
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Question# 24
Calculate Fair Value of Plan Assets from the following information:
1. FVatthe beginning ¥ 7,00,000
Contribution %1,00,000
Actual Return ¥ 50,000
4. Benefit Paid 340,000
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1. Benefit paid %2,00,000
2. Employee’s Contribution % 2,80,000
3. FVason31.3.09 % 11,40,000
4. FVason31.3.08 X 8,00,000
Calculate Actual Return.
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FVason1.4.08 $1,00,000
Benefits paid X 19,000
Contribution 49,000
FV ason 1.4.09 $1,50,000
Other Details
Interest and Dividend 9.25%
Realised gain on plan Assets 2.00%
Administration cost (1.00%)
Therefore expected ROI 10.25% —> € ).
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Question# 27

X limited has net pension asset in its balance sheet of 30,00,000. It therefore anticipates that
it will not pay its usual contribution for next few years. Itis estimated that PV of the future
reduction in contribution will 26,00,000 o
Explain how pension asset will be treated in balance sheet.
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Question# 28 {MTP - SERIES -1 - NOV 2019}

RKA Private Ltd is an old company established in 1995. The company started with a very small
capital base and today it is one of the leading companies in India in its industry. The company
has an annual turnover of 11,000 crores and planning to get listed in the next year.

The company has a large employee base. The company provided a defined benefit plan to its
employees. Following is the information relating to the balances of the fund’s assets and
liabilities as at 1stApril, 20X1 and 31st March, 20X2. Rs.in lacs.

Particulars 1st April,20X1 31st March, 20x2
Present value of benefit obligation 1,400 1,580
Fair value of plan assets 1,140 1,275

For the financial year ended 31st March, 20X2, service costwas X 55 lacs The company
made a contribution of an amount of Rs. 111 lacs to the plan on 31.3.20X2. No benefits were
Raid during the year. -
Consider a discount rate of 8%.

As per Ind AS, you are required to -

1. Compute the balance(s) of the company to be included its balance sheet as on 31st
March, 20X2 and amounts to be recognized in the statement of profit and loss and
other comprehensive income for the year ended 31st March, 20X2.

2. Give the journal entries in respect of amount(s) to be recognized.
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Question# 29 {RTP-NOV -2018 & 2019}

A Ltd. prepares its financial statements to 31st March each year. It operates a defined benefit
retirement benefits plan on behalf of current and former employees. A Ltd. receives advice
from actuaries regarding contribution levels and overall liabilities of the plan to pay benefits.
On 1.%29-17 the actuaries advised that the present value of the defined benefit —
obligation was X 6,00,00,000. On the same date, the fair value of the assets of the defined
benefit pEn was % 5,20,0%)00. On 1st April, 2017, the annual market yield on government
bonds was 5%. During the year ended 31st March, 2018, A Ltd. made contributions of
?70,00,00(.)iTto the plan and the plan paid out benefits of I 42,00,000 to retired members.
Both these payments were made on 31st March, 2018. _~
The actuaries advised that the current service cost for the year ended 31st March, 2018 was X
62,00,000. On 28th February, 2018, the rules of the plan were amended with retrospective
‘effect. These amendments meant that the present value of the defined benefit obligation was
increased by ¥ 15,00,000 from that date.

During the year ended 31st March, 2018, A Ltd. was in negotiation with employee
representatives regarding planned redundancies. The negotiations were completed shortly
before’%year end and redundangy packages were agreed. The impact of these
redundancies was to reduce the present value of the defined benefit obligation by > wWe S

affected by the redundancies in compensatlon for the curtaulmerﬁ’tﬁbeneﬂts. These Rq ')
payments were made out of the assets of the retirement benefits plan. ——— >
On 31st March, 2018, the aEtuamd that the present value of the defined

benefit obligation was % 6,80,00,000. On the same date, the fair value of the assets of the
defined benefit plan were ¥ 5,60,00,000.

Examine and present how the above event would be reparted in the financial

statements of A Ltd. for the year ended 31st March, 2018 as per Ind AS
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Question# 30

SA Pvt Ltd is engaged in the business of retail having 100 retail outlets across Northern and
Southern India. The company’s head office is located at Chennai.

SA Pvt Ltd is a subsidiary of SAG Ltd. SAG Ltd is listed on the National Stock Exchange
in India.

Following information is available for SA Pvt Ltd:

compute net interggt on the net defined benefit liability (asset).

Plan Assets o

* At 1st April, 20X1, the fair value of plan assets was % 10,000.

e Contribution to the plan assets done on 31st March, 20X2 —-% 3,000

* Amount paid on 31st March, 20X2 - 300

* At 31st March, 20X2, the fair value of plan assets was X 14,700

¢ Actual return on plan assets —X 2,000

Defined Benefit Obligation
e At 1st April, 20X1, present value of the defined benefit obligation was ¥ 12,000.
* At 31st March, 20X2, present value of the defined benefit obligation was ¥ 15,500.
* Actuarial losses on the obligation for the year ended 31st March, 20X2 were X 100.
* Current Service Cost-X 2,500
* Benefit paid — X 300
-—
¢ Discount rate used to calculate defined benefit liability - 10%.
As perInd AS 19, please suggest if there is any amount based on the above mentioned
information that would be taken to other comprehensive income (with workings). — Qe
Also compute net interest on the net defined benefit liability (asset).
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Question# 31

Following information is available for XYZ Ltd:

On 1 April 20X1,

¢ The fair value of the assets defined benefit plan were valued at X 20,40,000
¢ Present value of the defined obligation was % 21,25,000.

On 31st March,20X2

¢ Received contributions of ¥ 4,25,000

¢ Paid out benefits of ¥ 2,55,000

* The current service costis¥ 5,10,000

At 31 March 20X2

The fair value of the plan’s assets was X 23,80,000,

The present value of the defined benefit obligation was X 27,20,000.

Provide a reconciliation from the opening balance to the closing balance for Plan assets and
Defined benefit obligation.

An interest rate of 5% is to be applied to the plan assets and obligations.

Also show how much amount should be recognised in the statement of profit and loss, other
comprehensive income and balance sheet?
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Journal Entry
Termination Benefits A/c Dr XXX - (Porl)
To Cash/Bank A/c XXX
QUESTION: -2 (8 Marks) X0 ‘_Rkb@
Based on the advice from actuaries regarding contribution levels and overall ?(C/
liabilities of the defined benefit retirement plan to pay benefits to past and Y

present employees, the Accountant Mr. Krishna of TUNA Limited provides
the following information:

i. On 1st April, 2023, the actuaries of the company advised that the
present value of the defined obligation was Rs.2,88,420. On the same
date, the fair value of the assets of the defined benefit plan was Rs.
2,49,670 and the annual market yield on government bonds was 8%.\/

ii. During the year ended 31st March, 2@_4, TUNA Limited made
contributions of 33,650 into the plan and the plan paid out benefits
of Rs. 20,160 to retired members. Both these payments were made
on 31st March 2024

iii. The actuaries advised that the current service cost for the year ended
31st March, 2024 was 29,760. On 28th February 2024, the rules of
the plan were amended with retrospective effect. These amendments
meant that the present value of the defined obligation was increased
by 27,280 from that date. e

—




iv.

During the year ended 31st March, 2024, TUNA Limited was in
negotiation with employee representatives regarding planned
redundancies. The negotiations were completed shortly before the
year end and redundancy packages were agreed. The impact of these
redundancies was to reduce the present value of the defined benefit
obligMRs.38,390. Before 31st March, 2024, TUNA Limited
made payments of Rs.36,270 to the employees affected by the
redundancies in compensation for the curtailment of their benefits.
These payments were made out of the assets of the retirement
benefits plan.

On 31st March, 2024, the actuaries advised that the present value of
the defined benefit obligation was Rs, 3,26,480. On the same date,
the fair value of the assets of the defined benefits plan were Rs.
2,68,340.

Examine and present how the abO\/E_gvents would be reported in the
financial statements of TUNA Ltd. for the year ended 31st March, 2024
as per Ind AS. Please note that the finance cost is to be computed on
the opening balance.

Answer:- Remeasurement of gain loss

3

Liability at the start of the year (%3 2,88,420 -3¥3 2,49,670) 38,750
Current service cost 29,760
Past service cost 7,280
Net finance cost 3,100
Gain on settlement (2,120)
Contributions to plan (33,650)
Benefits paid NIL
Remeasurement loss (balancing figure) 15,020
Liability at the end of the year (23,26,480 - ¥2,68,340) 58,140

On 315 March 2024, Tuna Ltd. will report a net pension liability in the
balance sheet. The amount of the liability will be ¥ 58,140 ( 3,26,480
32,68,340).

For the year ended 31st March 2024, Tuna Ltd. will report the current service
cost as an operating cost in the statement of profit or loss. The amount
reported will be ¥ 29,760. The same treatment applies to the past service
cost of 2 7,280.

For the year ended 31 March 2024, Tuna Ltd. will report a finance cost in
profit or loss at the start of the year of ¥ 38,750 (¥ 2,88,420 - ¥ 2,49,670).
The amount of the finance cost will be ¥ 3,100 (238,750 x 8%).

The redundancy programme represents the partial settiement of the

curtailment of a defined benefit obligation. The gain on settlement of

22,120 (2 38,390 - ¥36,270) will be reported in the statement of profit and

loss.

Other movements in the net pension liability will be reported as
remeasurement gains or losses in other comprehensive income.

For the year ended 31" March, 2024, the remeasurement loss will be ¥
15,020 (Refer above table).
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In the Statement of Profit and loss, the following will be recognised:

Current service cost 29,760
Net interest on net defined liability (¥23,074 - ¥ 19,974) 3,100
Gain on settlement (¥ 38,390 - ¥ 36,270) 2,120

Defined benefit re-measurements recognised in Other Comprehensive

Income: ?
Loss on defined benefit obligation (36,496)
Gain on plan assets 21,476
Gain on remeasurement (15,020)

In the Balance Sheet, the following will be recognised: 4
Net defined benefit liability (¥ 3,26,480 - ¥ 2,68,340) 58,140

5.

From the following particulars, compute the net defined benefit liability and expense to be

recognized in Profit and Loss account. (% in lakhs)

Balance at the beginning of the year 63.25 47.08 21.80

Current service cost 5.84 4.97 -

Interest cost 4.27 3.56 -

Changes in demographic assumptions 0.62 1.86 -

Changes in financial assumptions 3.58 1.93 -

Experience variance (2.49) 4.46 -

Benefits paid - (0.61) - (0.61)

Investment income - - 1.47 1.12

Employers’ contribution - - 8.00 7.00

Return on plan assets - - 2.12 (0.35)
- — — —

CL ek -




Computation of defined benefit liability and expenses to be charged to Statement of
~ Profit and Loss: S N

H

e e
Balance at the beginning of year 63.25 47.08 | 21.80* 14.65
~ | Current service cost 5.84 497 - -
Interest cost 4.27 3.56 - -
~ | Changes in demographic 0.62 1.86 - -
assumptions
~ | Changes in financial assumptions 3.58 1.93 - -
Experience variance (2.49) 4.46 - -
~ | Benefits paid - (0.61) - (0.61)
Investment income - - 1.47 1.12
~ | Employers' contribution - - 8.00 7.00
Return on plan assets - - 212 | (0.35)
- | Balance at the end of year 75.07 63.25 33.39 | 21.81*

|
|

v
*Difference is due to approximation. \_J

In the BALANCE SHEET, the following will be recognised:
-
— Net defined liability to be recognised for the period ending 315t December, 20X1: \/
R ——
=T 41.44 lakhs (X 63,25 lakhs - ¥ 21.81 lakhs)
———— (Vg = —

Net defined liability to be recognised for the period ending 31¢t December, 20X2:

=% 41.68 lakhs (¥ 75.07 lakhs - ¥ 33.39 lakhs)
In the STATEMENT OF PROFIT AND LOSS, the following will be recognised: -./

Current service cos\l/ 5.84 4.97 - -
| Interest cos\t/ 4.27 3.56 - -
Investment income J - - 1.47 1.12
Total 10.11 8.53 1.47 (1.12

~ Expense to be recognised in the Statement of Profit and Loss for the period ending
315t December, 20X1 =¥ 7.41 lakhs (% 8.53 lakhs - ¥ 1.12 lakhs)

~ Expense to be recognised in the Statement of Profit and Loss for the period ending
31st December, 20X2 = ¥ 8.64 lakhs (¥ 10.11 lakhs - ¥ 1.47 lakhs).




