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Illustration 3: Non-Vested Accumulating Benefits ‘y’/

Assume same information as in Illustration 2.

Based on past experience, Infotech Ltd. assumes that Mr. Niranjan will avail the unutilized leaves
of 2 days of 20X0-20X1 subsequently.

However, in 20X1-20X2, Mr. Niranjan availed in actual all 3 days of brought forward leave.
Compute the expense to be recognised in 20X0-20X1 and 20X1- 20X2. Also pass journal entries
for both the years.
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Illustration 6 DM\U}V/ Freo Yy /\No Lo %“/\\5

Acer Ltd. has 350 employees (same as a year ago). The aver'ageZTaff attrition rates observed
during past 10 -years represents 6% per annum. Acer Ltd. provides the following benefits to all its

employees: 3 U-p {044 U(PVO f i (MO f’r*ﬂ)

Paid vacation - 10 days per year regardless of date of hiring. Compensation for paid vacation is
100% of employee's salary and unused vacation can be carried forward for 1 year. As of 31st
March, 20X1, unused vacation carried forward was 3 days per employee, average salary was X
15,000 per day and accrued expense for unused vacation in 20X0-20X1 was X 65,00,000. During
20X1- 20X2, employees took 9&days of vacation in average. Salary increases in 20X1-20X2 was

10%. \W @ 10000 & \o [- /\t,%

b

How would Acer Ltd. recognize liabilities and expenses for these benefits as of 31st March,
20X2? Pass the journal entry to show the accounting treatment.
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Illustration 15gg

AJ Ltd is engaged in the business of trading of chemicals having a net worth of X 150 crores. The
company's profitability is good and hence the company has introduced various benefits for its
employees to keep them motivated and to ensure that they stay with the organization. The
company is an associate of RJ Ltd which is listed on Bombay Stock Exchange in India.

The company initially did not have any HR function but over the last 2 years, the management set
up that function and now HR department takes care of all the benefits related to the employees

and how they can be structured in a manner beneficial to both the employees and the objectives

of the company.

One of the employee benefits involves a lump sum payment to employee on fermination of service
and that is equal to 1 percent of final salary for each year of service. Consider the salary in year 1
is X 10,000 and is assumed to increase at 7 per cent (compound) each year. )

Taking a discount rate at 10 per cent per year, you are required to show + ?f'/f
a) benefits attributed (year on year) and
b) the obligation in respect of this benefit (year on year)

For e&g employee who is expected to leave at the end of year 5 Following assumptions may be
taken to solve this:
e There are no changes in actuarial assumptions.
e No additional adjustments are needed to reflect the probability that the employee may
leave the entity at an earlier or later date.
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Computation of the obligation for an employee who is expected to leave at the end of year 5

*.,0‘ (taking discount rate of 10% p.a.) Amount in X
Year 1 2 3 4 5
Opening obligation (A) - 89 196 324 475
Interest at 10% (B = A X 10%) - 9 20 32 47
Current service cost (C) (Refer WN 2) 89 o8 108 119 131
Closing obligation D = (A+B+C) 89 196 324 475 653
Figures have been rounded off in the above table.
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Question 7

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: A 0 (o] \
o900 + - 190 +0000 = ‘{L}UO +10 W

Plan Assets G Sre~t = \Wyo

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

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

Amount paid on 31st March.20X2 - X 300

At 31st March, 20X2, the fair value of plan assets was X 14,700 Actual return on plan assets -

3000 14000 41800 42500 —g00= \5uoD +ioo(Al)
3 =

Defined Benefit Obligation q'\)w - \ng/

At 1st April, 20X1, present value of the defined benefit obligation was X 12,000

At 31st March, 20X2, present value of the defined benefit obligation was

Actugrial losses on the obligation for the year ended 31st March, 20X2 were X 100. W

Current Service Cost - ¥ 2,500 R’_O/}

Benefit paid - X 300y
Discount rate used to calculate defined benefit liability - @

As per Ind AS 19, please suggest if there is any amount based on the above-mentioned

information that would be taken fo other coprehensive income (with workings). Also compute net
interest on ‘rh@ ;: defined benefit liabiftf y (asset). 6KL,5\9‘-\'\
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Question 9: (MTP Oct'20) (RTP: May'20) (MTP May'20)

On 1 April 20X1, the fair value of the assets of XYZ Ltd’s defined benefit plan were valued at X
20,40,000 and the present value of the defined obligation was X 21,25,000. On 31st March,20X2
the plan received contributions from XYZ Ltd amounting to X 4,25,000 and paid out benefits of X
2,55,000. The current service cost for the financial year ending 31 March 20X2 is X 5,10,000. An
interest rate of 5% is to be applied to the plan assets and obligations. The fair value of the plan’s
assets at 31 March 20X2 was X 23,80,000, and 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. 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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DISCOUNT RATE:
1. Discount rate is determined by reference to market yield on government bonds at the end of

reporting period.

2. For subsidiaries, associates, joint ventures and branches domiciled outside India: Discount
rate is determined by reference to market yield on high quality corporate bonds

3. If there is no deep markets, market rates on government bonds of that country shall be used.
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Illustration 24 (MTP Oct'19)  L{lf ¢n
RKA Private Ltd is an old company established in 19XX. 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 X 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 1st April, 20X1 and 31st March, 20X2.

X inlacs
Particulars 1st April, 20X1  [31st March,20X2
Present value of benefit obligation 11,400 1,580
Fair value of plan assets 1,140 1,275
Wt — s 34

For the financial year ended 31st March, 20X2, service cost was 55 lacs. The company made a
contribution of an amoll lacs to the plan. No benefits were paid during the year.

Consider a discount rate of 8%)You are required to -
a) Compute the balance(s) of the company to be included its balance sheet as on 31st March,
20X2 and amounts to be recognhized in the statement of profit and loss and other
comprehensive income for the year ended 31st March, 20X2.
b) Give the_journal entries in respect of amount(s) to be recognized.
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Journal entries in the books of RKA Private Ltd

Particulars X in lacs % in lacs
Profit & Loss Dr. [76
Other comprehensive income Dr. 80
To Cash (Contribution) 111
To Net defined benefit liability (Refer WN 3) 45
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lllustration 14

How will the following information be presented in the Balance Sheet of Udyog Ltd.?

Particulars <0 Tin lakhs

PV of Defined Benefit Obligations 9(}: NZ' P\ sv . 2,750 D

Fair Value of Plan Assets 10 975) — 2 : CL)
Asset Ceiling 175 | (

_ s
braglis = 199 -3KD = 235 ]
Solution sy CJ)\(L-Y = ‘ES } (0\,\.%1 1y '< '\)DDP(7
Particulars <in lakhs
PV of Defined Benefit Obligations 2,750
Less: Fair Value of Plan Assets (2,975)
Surplus, to be treated as Net Defined Benefit Asset, 225
Asset Ceiling as per Ind AS 19 175
Least of above is Surplus to be treated as Net Defined Benefit Asset under 175
Non-current Assets in the Balance Sheet
Ve

vDhe - 16000 318 (eopod )

G\l (U ioted = 15000
QY Ay ineg
S Ryl - 16000 - rdod = }909= erory Ut 2000

A\

N Athined refer (ebiy = 15000 - 146400



Eﬁr/
Profo = (<000
foinvolm &, Jon 064/ = \&DOO

YOl o 1§00 — 16000
- lormioeiod
Y000 vl Yo o 7

Nex &%Q“\QA MJ\QH/ Mf - 0

W\Q&: oLl w‘\,{r‘j z P\/r 0{/ éLH'] rud,),m\ I THRS W 4
Puof, Hdethon 0 i lonhwhon

QV‘PPM QV“"( N7 T2 (A VIR VU S W‘?}/,

Now Ocginod ot ket = Ciple  BM W42) calling
\U/ /\DJM'CNVGH ;S 'WQN)

%000 Vs
159D

Lint  lowdh Yol 16 1200

I Oed Wbk R - 15005

' ' 5
Qunophm MK o
R
V\M)(\;O - \QUOOV” Z«Q& /
Yombgr ~ (30 = VoD (b btk cai)
= |p100
SNDBN = 1300

==



oty tormpi (by)

DA P12 4 S00D 7%\&1"\‘“"’ LWeoo
lmott -~ LY$00

ol cling = 3800 41V o ek | bl Sovin)

owey = YA Aljpertr Az (00 1Y W redveed
" 2 4 phow { lom itk y

0oL B (300
T (lw Pk 110D
W
Do = 4Co00D
losps = 480 A ujswo ~ 19007

2NN o ”7”“’0/«

ARG Pl i - Y

Mhon | :
Loogla op- Kk 1$00 LU 0e tomidevd  Red  Disek ot

Wlirg  Wghen thon Ssypler Lol e (qrohed -

VOBK T Sl < ST



_\$ @
Tllustration 16 — 52,

A plan pays a benefit of X 150 for each year of service. The benefits vest after ten-years of

service. Compute the benefit o be attributed each year? (% g4 M i [\ | gy
3 [J9% = = =

Folmp 9 10YnS on mone Senvice 159 150 (50 (6D (5D
Solution: Jokmp ) 113 tnom Loy SOnvL: g

1) A benefit of X 150 is attributed to each year. pe

2) Ineach of the first ten years, the current service cost and the present value of the
obligation reflect the probability that the employee may not complete ten years of service.
This is because the benefits vest at a future date (i.e., after ten years of service).
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Tllustration 20* T% /&

A post-employment r@rcal plan reimburses 40 percent of an employee’'s post-employment medical
costs if the employee leaves after more than ten and less than twenty years of service and 50
percent of those costs if the employee leaves after twenty or more years of service. How will the

benefit be attributed to the years of service? \O\_~
=

Solution:
1) Under the Plan's Benefit Formula, the entity should attribute 4% of the present value of the
expected medical costs (40% + 10 years) to each of the first ten years, and 1% (10% = 10
years) to each of the second ten years.
2) For employees expected to leave within 10 years, no benefit is attributed.
3) The Current Service Cost in each year reflects the probability that the employee may not
complete the necessary period of service to earn part or all of the benefits.

Lllustration 21K V“%

A post-employment medical plan reimburses 10 percent of an employee's post-employment medical
costs if the employee leaves after more than ten and less than twenty years of service and 50 per
cent of those costs if the employee leaves after twenty or more years of service.

How will the benefit be attributed to the years of service? ' \
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Tllustration 22 *y T
AKJ Ltd is a listed company engaged in the business of manufacturing of electronic equipment.
The company has various branch offices spread out across India and has 1,000 employees.
As per the statutory requirements, gratuity shall be payable to an employee on the termination of
his employment after he has rendered continuous service for not less than five years -

a) on his superannuation, or

b) on his retirement or resignation, or

c) on his death or disablement due to accident or disease.

The completion of continuous service of five years shall not be necessary where the termination
of the employment of any employee is due to death or disablement.

The amount payable is determined by a formula linked to number of years of service and last
drawn salary. The amount payable to an employee shall not exceed X 10,00,000.
Compute the amount of employee benefit, if any, attributed to each year of service.
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