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Example 7: (Plan Assets)

FY 23-24
1/4/23 | Opening Balance of Plan 5,00,000/-
Assets
1/4/23 | Contribution to Plan Assets 1,00,000/-
1/4/23 | Benefits Paid out of Plan 1,50,000/-
Assets
Expected Return 12% p.a.
Fair Value on 31/03/24 5,20,000/-
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Example 8:

Assume Same Example 7 above, with following Changes:
Date of Contribution made Benefits paid ir'epare Plan Asset A/c
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Example 9:

Assume Same Example 7 as above But Date of Contribution & Benefits paid are on 1/10.
Prepare Plan Asset a/c
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Q.ASIS.RMP.109: (Sep’24 EXAMS)

Pendora Ltd. Has given the following details in respect of employee benefit pension plan:

Particulars

Amount I
The fair value of plan assets as on 01-04-2023 5,00,000
The benefits paid out on 30-11-2023 63,000 ~
Inward contributions received on 30-09-2023 ,2,000 U—"
The fair value of plan assets as on 31-03-2024 7,50,000 | _—~

On 01.06.2023, the company made following estimates, based on its market studies and prevailing prices:

Particulars

nterest and dividend income (after tax) payable by fund

Realized gains on plan assets (after tax)

Fund administrative cost

Expected rate of annual return
(interest in compounded annually)

10.50

:asv\f”,
2.000_—

-2.00 \|—

You are required to find the expected and actual returns on plan assets as on 31.03.2024 as per AS 1S,
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U BXample 4: (on Define Benefit Obligation)
An Entity announced Defined Bonus plan for its 50 employees. Bonus would be payable after
serving 5 years (Long Term Benefit). The bonus amount would be 8% of Last drawn Salary
after 5 years for each year of service. Discount Rate = 10 % p. a. Current Avg. Salary p.a.
per Employee = 6,00,000/-. Salary Inflate Rate = 7 % p.a.
Show Accounting as per As 15.
Solution :-
Defined Benefit Plan = Defined Bonus = 8% of Salary for Each year of Service.
Step - 1:
Calculate Total Defined Benefit
Current salary 6,00,000/-
Expected Salary after 5 (6,00,000x 107 )x 1.07 x 1.07 x 1.07
years Per Employee =7,86478/ -
Estimated Defined Benefit 7.86,478 X 8% X 5 YEARS X 50 No.
1,57,29,552
Step - 2:
Calculate Allocated Benefits per year
Allocated Benefit 15729552 -5
31,45, 901/-
Step - 3:
Calculate Current Service Cost (CSC)
Year Allocated PVF @10% €SC
Benefits
1 31,45,910 0683 (2148657
2 31,45,910 0.751 23,62,578
3 31,445,910 0.826 25,98,523
4 31,45,910 0.909 28,59,634
5 31,45,910 1 31,45,910
Step - 4
_ Calculation of Interest Cost )
lst an 3rd 4"\ 57h
Opening Balance 0 21,48 657 | 47,26,101 77,97 234 114 36,591
Int. Cost (10 %) 0 2,14 866 472,610 7.79.723 11,47 051
CSC recognised | 21,448,657 | 23,62,578 | 25,98,523 28,59,634 31,45,910
at the End
Closing Bal 2148657 | 47,26,101 | 77,97,234 | 11436591 | 157,29552
Journal Entry
15" Year | Current Service cost a/c Dr. 21,48 657
To Defined Benefit Obligation 2148657
Payable (DBO) A/c
2" year | Current Service Cost A/c Dr. 23,62,578 (P&L)
Interest Cost A/c Dr. 21,48 657 (P&L)
To DBO Payable A/c 25,77 A44
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Calculation of DBO Payable and Plan Asset

DBO Payable Plan Asset

Opening Balance of DBO XXX Opening Balance of Plan Asset XXX
(+) Current Service Cost (CSC) XXX (+) Expected Return XXX
(+) Interest Cost XXX (+) Contribution to Plan Asset XXX
(+) Past Service Cost XXX (-) Payment of Benefits XXX
(-) Curtailment of Benefits XXX (+/-) Actuarial Gain/(loss) XXX
(-) Payment of Benefits XXX Closing Balance of Plan Asset XXX
(+/-) Actuarial Loss/(Gain) XXX

Closing Balance of DBO XXX

Presentation in Financial Statements

BALANCE SHEET STATEMENT OF PROFIT AND LOSS
Closing Balance of DBO XXX Items of P&L:
(-) Closing Bal. of Plan Asset XXX Employee Benefit Expenses
() Unamortised PSC XXX

e Current Service Cost under Employee
Net Defined Liability/(Asset) XXX Benefit Exp.

e Past Service Cost

e (Gain on Curtailment

e Actuarial Gain/Loss on DBO

e Actuarial Gain/Loss on Plan Assets

e Amortisation of UPSC (SLM Basis)

Finance Cost

e Net Interest Cost under Employee Benefit
Exp.

(Net Interest Cost means Interest Cost on DBO

less Expected Return on Plan Asset)

Other Important Points:

1. Thediscount rate shall be determined by reference to market yields at the end of reporting period
on Government Bonds.

2

* If nothing is specified in question always assume that contribution is
made, and benefits are paid at end of the year.
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