
Employer = ER 
Employee = EE

CA SONAL K
ALR

A



CA SONAL K
ALR

A



CA SONAL K
ALR

A



CA SONAL K
ALR

A



Actuary will tell us Assumptions on the basis of which we measure obligation

ER says I will pay you "X" Amount on retirement 

 

Step 1. Estimate total benefit payable i.e.DBO
Step 2 . Attribute total benefit to years of service
Step 3 . Calculate Current Service Cost (Table 1) 
Step 4 . Calculate Interest Cost (Table 2)
Step 5 . Calculate PV of DBo as at B/S date (Table 2)

Employee turnover 
Early retirement
Mortality rate

Discount rate
Future Salary levels
Inflation rates

        Or             In PV of DBO due to change in actuarial asumption 
Eg- Old Assumption = Salary increment assumed 10%   ,New Assumption = Salary increment assumed 15%   

Recognise immediately in Statement of P&L as income / expense. Cannot be deferred to future periods

Actuarial Loss .. Dr
                To DBO Payable

DBO Payable .. Dr
        To Actuarial Gain

ACTUARIAL Loss/ gain

ACTUARIAL  assumptions

PROJECTED UNIT CREDIT METHOD (PUCM)

Actuarial loss 

Defined Benefit Obligation 

Actuarial gain
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                    In PV of DBO due to change in plan. 
           Eg - Old plan = 50% of final salary for each year of service , New plan = 60% of final salary for each year

Amortised over a period of time on a particular basis . See eg below

PAST SERVICE COST (PSC)

Beg of Y- 4 End of Y- 4

PSC  ...Dr 4lacs
    To   DBO payable 4 lacs

Amortized PSC = 2 lacs

P&L ...Dr   2lacs
    To PSC     2lacs

PV of DBo per books = 21lacs
Pv of DBo should be  25 lacs after plan change  

Liabilities                                          Assets 
PV of DBO                   35lacs              
(-) Unamortised PSC  (2 lacs)

Send unamortised PSC to B/S

↑ X

↑

Act As"
T 30h

-
301/596L
---

↳ LiabSheet
=

↑ X

CA SONAL K
ALR

A



Curtailment                     In PV of DBO due to events such as discontinuance of segment , termination of plan etc

Reduce PV of DBO & Reduce  Unamortised PSC by same % as PV of DBO in case of proportional decline
Eg - BEfore curtailment - PV of DBO = 6000, Unamortised PSC = 180, Plan assets= 5,100. Plan curtailed by 10%

DBO Payable          Dr            6,000 X 10%     
           To Unamortized PSC               180 X 10%
           To Gain on Curtailment              B/F

Liabilities                                 
PV of DBO    
6,000 X 90%                   5,400
(-) FV of Plan Assets      (5,100) 
(-) Unamortized PSC         (162) 
     180X 90%

B/S after curtailment 

·

Y
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Opening Fair Value      = XXX 
(+) Contributions          = XXX
(-) Benefits paid           = (XXX) 

 (A)                       XXX
Closing Fair value (B)   =   XXX
Actual Return (B- A)     =   XXX

  

Actual return Expected  return

1. Contributions & Benefits paid -> middle of year
2. Expected Rate of Return ? 
    Effective Rate of return when compounding is done half yearly.

1.4.24 31.3.24
FV = 2 lacs 

FV = 3 lacs Contribution = 55K
Benefits paid = 25K 

Rate = 10.25%

Step 1- Find Half year rate (R) from Effective Rate (E) 
1+ E - 1 =   1 + 0.1025 - 1   i.e R = 5%
Step 2 - Return on Opening FV at 10.25% i.e. 2lacs X 10.25% = 21,000
STEP 3 -   Net Balance of Contribution & Benefits paid i.e 55K - 25K = 30K 
Step 4 - Return on 30K @ 5% i.e 1,500
Step 5 - Total Return = Step 2 + STep 4 i.e  21,000 + 1,500 = 22,500 

30.9.24

Plan assets
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A .Pool assets of > 1 Enterprises 
B. Enterprises not under common control 
 C.Benefits to EE of > 1 Enterprise
D. Contribution & benefit levels->
      Determined Without regard to 
      identity of ER who employs the EE

Types of dcp & dbp
Multi employer plans

ER pays insurance premiums 
For fundings Post Employment benefit plans
Can be DCP/ DBP depending on ER's obligation
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