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4)Types15Employee
Benesta

↓ ↓ ↓ ↓
Short Term Post Employment Other LongTerm Termination
E .B . E. B. EB Benefits

↓ ↓ ↳
During

Salary Retirement Benefits Employment
Incentives ↓

->↳veOvertinae Gratuity
Regular Banne Pension plan

PF -> ESOPs

2) AccountingFor Post Employment Benefits & Other
17 Benefits is same . These Benefit are

divided into Two Categories :-

--
Defined For Difference

Contribution Refer Defined

As Trump Benefits
plan ps . wo.

plan
(DCP) 16 . 4

(DBP)

3)ep:-Here the annual contribution by
Employer isFixed

.
Hence No Actuvial Services

are required.

Amount ofContributions paid by Employer
is directly transfer to PE all.
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E: Suppose Salary Pm = 100,000 PF Contribution
12%

by Employer
Salary Dr . 100000 ② Employee

To PE (Employee) 12000
To Bank 88,000

O-Pal
PF Emp . ak Dr . 12000 This is

To PF/Employer) 12000 accounting
Of DCP

PF(Employee) Dr. 12000

PF (Employers Dr . 12008

To Bank of 24000

4)IcountingFor DBP :

-

-> Defined means fixed
-> Benefit means Final Ant. Payable to Employee

(Employee of Jeb
me Jo Jayega)

-> To pay Final Aut, Every year's Contribution
by Employer may not be Fixed. ↓

(Employee at
Jeb 2 Kitea

every year

siteivics
-> Here

,
Actuarial Services are required to estimate

TheFollowing item !
-

· amt of Contribution every year
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· Returnar Plan Asset

· Expense of Employee Service to be

recognised
&

&

-> Under DBP
. Accounting of These two it me

are required
:

-

↑ I Bo payable al
↳ Le provision

2) Plan Asset ok
↳ It is anInvestment

5) Plan Asset Accounting
Plan Assets (Investment)

↓ ↓ ↓ ↓ I

Contribution to Withdrawal Recognising Closing Changes in

plan Asset
Frau plan Asset Est. Return planAsset Planet
For Paying Benefits an plan showed be ↓

Asset at Actuarial(Amet . Inst.d) ↓ based a Gain/loss

↓ Bank AcDr. Actuarial
Fairvalue ↓

patPlan Asset Dr. To plan Assets estimate always O
To Banka ↓

Plan AssetDr.
To Est. Return al

PaO
Actual Return- Est. Return +1 Actuarial Gamskusser.
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statement of plan Assets :

-

Particular ↑ Aust.
--

14 opng .Bal 500 , 000

(H)Contribution Plan abset DV.
1. 00. 000

To Bank

↳Benefits Maid Bank Dr. 1
,
50

,000

Withdrawal) To plan Asset

E14 Balance 4 ,
50 , 000

(+) 33 Expected Return Plan Asset Dr. 54
,000(P2)

To Est . Return
450000 X 12%

-

3113 Book value 504000

(4) Actuarial Gain

6.
,

000ps
3113 Fairvalue ↑
-

* Actual Return = 54, 000 + 16
,000

=10000
I
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Plan Asset*K
-

14 obal . Ald 500,000 114 By Bank 1
,

50
,
000

14 To Bank 100000 (Withdrawal)

Contribution)
&

↑

I

&

IC
3113 To Est . Refun 34,000

To A . Gam 1600013113 By Bal cld 5200000

(13/F) (Fair value)
- -

-

- - 6
Plan Asset AK

yuald500, 000 By Bank 1 , 50, , 000

3113 To Est . Ret 60,000 (Withdrawal)
500000 X 12%

&
& I

3113

fairvalue)

3113 To Bank 100,000

Contribution) 313 By Bal . Old 5,20 , 000

3113 To Aut-Gain 10000
-

&

I --

Yu Y8 3 13
I

op .500000 Contr = 100000

Benk . = (50000)
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Calculation of Estimated Return !-

#SixMonthly compounding Rate
!
-

(R-1)x100

(N+ 012 - 1)x100 = 5 .83 %

b) 500000 x 12 % = 60
,

000 (Return an opng .)

50000 y 5. 83 % = (215) (Return a Net

085t
Contributions

Plan Asset

inToBal. 500,000 1/10 ByBank
1110 To Bank 100000 I 3113 By Bal (ld 520, 000

3113 To Ex . Ret 57085

3113 To Act.Gam 12915
-

-

-
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-
-

-

--
-

-

L

~

-
-

#Retural => 500000 X 10 . 50 % = 52
,
500

3%9 Contribution => 142000 X 10 .50% x6/12 = 7455

3 Withdrawal => (63000) x 10 . 51 . x E =(2205)

7750
Statement oan Asset :-

14 Opng· Balance 500 , 000

(4) 3019 Contribution 1
,
42 ,000

# 3011 Withdrawal (63 . 000)

(t)3113 Exp - Return 57758

3113 Book value 536,750
() Act . Gain (BIF) 1

,
13

,
250

-

3113 Fair value 750000
--
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Actual Return = 57750 + 13,250 = 1
,
71

.
000

-----

6) How toCalculate Expected Return on Plan Asset
↓

It depends on date of Contribution & Withdrawal

↓ Eze :-7 Ex - 8 ↓ ↓ Exe .g ↓
Contribution Contribution Contribution Contribution

& Withdrawal & Withdrawal
② Withdrawal ② Withdrawal at mid of
made at Beginng.

at end of an different

↓
yearI

year!
↓↓
dates

Opug Bal Op . Bal Calculate Est.
H Contribution XEst . Return Return on date
() Withdrawal (% ) Wise (Refer
- alog)
Total

*stEst
. Return = Opng .

X Est . Return (: 1. )
X Annual

- Rate

2ndEst. Return = NetContribution
Contribution made
↳) Withdrawal

X Halfyearly
Rate

* Halfyearly Rate (1) = (Antrate - x100
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7) DBO Payable (Defined Benefit Obligation)↓
# - Calculate Estimated Defined Benefit :-

↳ (FutureOutFlow)

Lasedrawn Salary X Benefit (1. ) X No of years
Of Service

Step2 :- Calculate Allocated Benefits : -

Stepyears

Current Service lost : -Steps-culate
↳ the amount Of Brun Benefit

annually against Employee's

(a) Service
(4)#earbenDis Cse(bxc)

2 XXX

3 XXX EY XXX

g XXX I

& Discounting Rate =f Based an Inferent Rate of Goot . Band
↳ Market Yeild .

-epH-Calculate Interest Cost (Finance cost) of

every year
:

-
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(a) Sto) (C) d = a+b+C

Hear.DoneretO

XXX2
XX XXX XXX

-

C
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8) Changes in DBO :-

a) Modification (Increase of Benefit)
eg . earlier Original Benefit announced

is 10% But after 2 years
it is increased to 15%

6) Curtailment /Reduction of Benefits
DBO Liability)

eg . earlier Benefits were announced Her

all Employees Now For Some

Employees the Benefits are Cancelled

Curtailment
may involve the settlement

in Cash immediately.

Modification in DBO

tencrea
in

Beauti
trendI I

Roshan Beg .

25% ↓
(org) 40% (Revised)

↓
25%1.

⑮I additional Benefit .
1800000E
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1360 xX0 .735 = 264600
~ 360 X 0.794 = 285840

3360x0 .857 I 308520

Y 360X0 . 926
=
333360

5360x1 = 360000

uI

For t
600

ps
2264600 21168 285840 us&

357160845729308520925857

y 9258577406833336013 ,33 .
285

5 1333285106715360000 /fore

↓
USC ⑯880
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3 PSDr . 571600 (pan)
⑮US Dr. 10

,
01
,

880 (DGA)
TO DBO 15

,
73

,
488

USC =0880 = 333960

zud
3

end
-- 333960Pro US 333960

OUnamortised USC = 667920 Dr . Bal
↳

·planta
BIS extract

2080

6679SC is
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Modification in DBO

(Increase in Benefits)

9) If Benefit is Increased For Employee
From retrospective effect , then additional
Cost For Such Increased Benefits Shall

be calculated.

6) There additional cost are ofTwo types :-
(i) Past Service Cost(PS)

(ii) Unrecognised ServiceCost

(US)
1) Both PSC & USC amounts will be given
in Question

, only accounting entry is

required !

-

-
Under PSc(pal) al Dr. 200000 3 exampleEmployee USC (DRA) ak Dr. 300000
BenF . Cap .

To DBO Payable 500, 000

d) US shall be Deferred a Amortised to pol
Over the remaining No - of

years.

every year -> PADr 1000100000

Un-amortised Portion of USC(ie 200,000) Shall
have Debit Balance & Shown in BIs
as Under im
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Bys (extract)
&

CurrentLia.
XXX

Cr
.
BatDBO Payable - XXX

DrBakPlan Asset - (XXX)
-DuBal . () Unamortised - (XX)

USC

Howidentity
USC in Question

additional Benefits additional
Vested, Benefits not

↓ Yet Vested

PSC ↓ (Unvested)
vac

CancelrailmentF Employee

F---
① ② ③ ④

DBOLiability Proportionate Compensation Balancing
shall be US shall also may be paid Figure
reduced be reduced Ther Bank will6e

↓ ↓ t Gain an
Amt will be given but will be Hrut

. Will be curtailm .

in
given given

,

if not

Question in Question given assume
Zero
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DBO Payable AK Dr.

To Use al (iF any
To Bank al (iF any
To Gain all (BF)

2
.
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ClassEr1 on ABO

Banus= 10% Of Last drawn Salary after 5year
For each year of Service

CurrentSalary = 12 , 00 , 000 Pr . Peremployee
Increase Rate = 6%.
of

SalaryFirst increment Shall StartFrom 2nd

Yo Beg.

No · of Employees= 50 no

Discounting Rate =D

dataofDefinedBest0x
10

X 1 . 06

=> 15, 14 ,

972

Defined Benefit = 1514972X50 X 101X5

=> 3
,
78

,
74

,
310 estimated

ebRecognise
expense

every year based
on Services received.
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Step2 :- Calculate Allocated Benefits of each year

-3

17874 ,
310 = 75

,
74862

&

#Step3 :- Calculate Current Service Cost (Expense)
C of each

year

Hearlocated Benefits u E
-

7574862 Or 683 51
,
73

,
630

-

2 11 0 .751 56
,
88

,
721

3 11 0 . 826 62
,

56
,
836

Y 11 0 .909 68
,
85

,
550

5 11 & 75
,
74

,

862

# =
0 . 909 Today
0 . 826 Today

0 . 751 Today
0 . 683 Todo

0 . 621 Today
Step4! - Calculation of Interest Cost

Dr
Y2 573

,

630517
,

363 56
,887211 , 13 :79.74
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Y3 1
,
13

,
79

,714 11379716256836 1
,
87
.

74
. 551

Yy 1
,

87
.

74
,

521 187745268
.
85550 2

.
75

,
37

,

523
11

45 2
,
7535

,
52327

,

61
,
92575

,74, 8623 , 78 ,74310

(BIF)

Dr. 573630

To DBO Payable ST73630

Dr 5688721
To Disopay . 568872/

F.cost al Dr . 517363

To DBO Payable 517363
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DBO payable 3,78
,

74, 310Sha To Bank
37074310

emp


