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skl
pooks?

/ Emp\oqer

E.mp\oqer
Emp\oqee
re\a-h’onship J

: Contyact OF service
1. full Hime |
x€.mp\oqee benefit plan 2. parktime .(o\ohged-—\'o obey ovders
3. peymanent in woyk + Mmode & Manney)
4. casval .
S. Yemporany Contyact FOR services
6. WTD (Limitred divrection & contyol)
F. other mgt personnel €9 Professional |

Yechnica) seyvices

f Reasons for
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- employees

- SPO‘:JS:S D Rl - Foymal Agreement - Contyact

- childyren oR - Legislative Requirement - LaWw

- other dependa - Informa) practices- business practice
- legal heirs
- homineesg
- +rust

- inguyance co etfc

/ employee benefits

x Shaye based pa\.imew\-s

informal
Prachices

When does it give Yise to obligation?
When €R has no vealistic attemative
butto pay benefits.
Consider
- fistorical Pattem of granting benefits
-expectation created among employees
-Impact on ER-g€ velationship if benefit withdrawn
Yo determine whether informal practice give
vise to benefit

€g - Practice of making a lumpsum payment on
occasion of festival

(simply put,
for eg , Diwali bonus dene ki Practice hai
entity me then obligation hai)

6mp\oqer =eRr
@ e.mp\oqee =

Consgideration
by €R in exchange for
€€ sevices

Benefits
kaise di\ie’?

Cash or kind

Objective of
AS1S

Jab seyvice yendey fab Jie

Pass in €R books chahe

payment next month/ nextyear/
S yrs later

Expense ... DY
To Lia\oi\i—\-\i



BASICS SUMMARY

YE RISHTA KYA KEHLATA HAl ?

Sara din kaawm krti hai/

uske badle mein kuch milega

¥yun? kuch ghaute aati hai
Contyack Law |
Ise aaj hi record krlo ER ki books me humare yaha esa chahta hai
Expeuse ... Dr
To Liability

next mth/ next yearl S yrs later

F

{

:

i
Jl!l? |




SHORT
TERM

EMPLOYEE
BENEFITS

Service Render? 2023-24
Payable? Upto 31.3.2025

(within 12 mounths after

the eud of 2023-24)

Eg-

1. Salary,

2. Short term compensated absence
3. Profit sharing & bouuses
(payable within 12 wths of Y.E.)

SevVvice heve

'Pa\.la\o\e heve

N

31.3.24

31.3.25

TYPES OF EMPLOYEE BENEFITS @

2023-2% = PERIOD (N WHICH EMPLOYEE RENDERS THE SERVICE

POST
EMPLOYMENT

Service Render? 2023-24
Payable?
After completion of employment

€g- Gratuity,
Pensiou, Post Employment medical care

Sevvice heve

T~y 20 years of sevvice ]
I T
1.4.23 31.3.24
Retvrement
'Pa\iab\e heve

, ,
1.4.23 31.3.24

OTHER
LONG TERM
EMPLOYEE
BENEFITS

TERMINATION
BENEFITS

Service Render 7 2023-24
Payable? After 31.3.2025
(not wholly within 12 mths after end of
2023-24) & before retirement

€g-

1. Long service leave, sabbatical leave
2, Jubilee, Long service award,

3. L.T. disability bewefit

4. Profit sharing & bouuses beuefits
wot within 12 mths of 2023-24 €g - VRS

Payable as a result of

1) €R's decisiown to terminate EE's
employment before normal retirement
date

OR

2) EE's decision to accept voluntary
redundaucy in exchange of those

'Pa\ia\o\e heve

Sevice heve

31.3.25 ' T retirement

Afrer 12 months fromy.e
and. before retirement



SHORT TERM EMPLOYEE BENEFITS

SHORT TERM COMPENSATED ABSENCES

[ Non
mulating
Vo

TREATMENT

Recoghise EXpense & Liability for accrued exp

A. Capitalise the amount,
if allowed by ancther AS (AS 10, AS 26 etr)

B. If Excess paid -> Book Prepaid expens
i | i e ;
g Onurhliged i 1 unutilised leaves in
can be cayyied forward Sy will laps
i e
€9, Seyvice Render- ¥y 2023-24 oI \ear
Salayy paid 200« ,
Salayy O/S Sok on 31.3.2024
% [ 'Non VesH ng No further alcing
expense for ¥y 23-24 = 250k & > treatment

Lia\oi\i—\-\., on 31.3.24 = SOk

Cannot be

mployee benefit exp Dr 250x
To Bank 200% Cdiyoe e“w“she‘ft gv encashed at
To Salany Payable Sox The time gffeaving Hhe Yime of leaving
entit \I

/

,

Book Expected cost as expense & Liability
expected cost? -> additional amount €R ex‘?

Yo pay as a resuH of the unused entiHeme
Qa’r has accumulated aty.€.

k Send +o PeL

\

L!

Seyvice heve 'Paqa\o\e heve

: 31.3.202S

.2023 31.3.2024

PROFIT SHARING & BONUS PLAN

SevVvice Rendey ¥y 2023-24
Bonus payable for 23-24 on 30.06.24

expense velates to ¥y 2023-24
Book Expense & Liability for
bonus on 31.3.2024 J—

Measurement->
Reflect possibility of some employees
leaving without receiving a bonus.

—

No legal obligation but
Practice of paying bonus ->

eR has no realistic atremative
but+o pay bonus -»
ﬁcognise expense & liability




I POST EMPLOYMENT BENEFITS i

\Ze'\-i'\remen+

20 years of seyvice
) LIS

ACTUARIAL ASSUMPTIONS Actuary will fell us Assumptions on the basis of which we measure obligation

/\— FINANCIAL ASSUMPTIONS

employee fumover

A " Discount yate
ea ;1 \\r rev:e Future Salan levels
movtality rate Inflation yates

PROJECTED UNIT CREDIT METHOD (PUCH)

Step 1. estimate fotal benefit payable i.e. DBO
Step 2 . Adtribute total benefitto years of sevvice
Step 3 . Calcvlate Curvent Sevvice Cost (Table 1)
Step 4 . Calevlate Interest Cost (Table 2)

Step S . Calcvlate PV of DRo as at B/S date (Table 2)



ACTUARIAL LOSS/ GAIN /‘\ O\r\‘/ In PV of DBO dwe Yo change in actuarial asumption
€g- Old Assumption = Salavy increment assumed 10%  ,New Assumption = Salayy increment assumed 15%
ACTVARIAL LOSS ACTVARIAL GAIN

Actuanial Lossg .. DY DBRO 'Pa\'a\o\e .. DY
To DRO ‘Pa\{a\o\e To Actuarnal 6ain

Recoghise immediately in Statement of PEL as income | expense. Cannot be deferved to future periods

PAST SERUICE COST (PSC)

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

|

: /‘\ln PV of DBO dwe Yo change in plan.
€q - old plan = S0% of final salan for each year of service , New plan = co% of final salan for each year

Beg of Y-4
End of Y-
PV of DBo per books = 21lacs ° 4
Pu of DBo should be 25 lacs after plan change Amortized PSC = 2 lacs Send unamovtised PSCG 4o BIS
PE&L ...DY 2lacs LiabilitHes

PSG ...Dr dlacs
To DRO paqa\o\e A \acsg

To PSC 2lacsg

PV of DRO 3Slacs
(-) Unamovtised PSC (2 lacs)



CURTAILMENT /)

In PV of DBO dwe to events such as discontinuance of segment, fermination of plan etc

Redwce PV of DBO & Reduce Unamortised PSC oy same % as PV of DRO in case of proportional decline
€g - Before curkzilment - PV of DBO = 6000, Unamortised PSG = 180, Plan assets= §,100. Plan cuvtailed by 10%

Curtailment without settlement 8IS after curtzilment

DBO Payable DY ©,000 X 10% LiabilitHes
To Unamortzed PSC 180 X 10% PV of DRO
To &ain on Cuvtailment BI¥ 6,000 X 90% §,400
(-) ¥V of Plan Assets  (5,1700)
(-) Unamortized PSG (he2)
180K 90%




ACTUAL RETURN

Opening Faiy Valve = XXX

(+) corributions = XXX

(-) Benefits paid = (XXX)
(A) XXX

Closing Fairvalue (B) = XXX

Actual Retum (B- A) = XXX

Contyibutions & Benefits paid -> middle of year
2. expected Rate of Retum ?
effechive Rate of retum when compounding is done halt yearly.

| |30.9.24 I
| |
1.4.24 \l/ 31.3.24
™V =2 lacs Convibuton = Ssw

TV =3 lacs
Benefits paid = 25«

Rate = 10.25%

Step 1- Find talf year rate (R) from effective rate (€)

N+ E-1=(1+0.1025-1 i.er=5%
Step 2 - Retum on Opening TV at10.25% i.e. 2lacg X 10.28% = 21,000
STEP 3 - Net Balance of Contyibution & Benefits paid i.e SSK - 25« = 3ok
Step 4 - Retum on 3ok @ S% i.e 1,500
Step S - Total Retum = $tep 2 + STep 4 i.e 21,000 +1,500 = 22,500




SOME EXTRA POINTS l

DCP DBP

€R obligation to provide
€R obligation limited o ) agreed. benefits
amt of contyibution 4o fund =

kitne Benefits milenge Yo e
kithe Benefits milenge to s Jrina amount agreed hai
eRr contvibution + e contyibution + ‘ like &) 10 lac on retivement

Investment Retums on contyibutions b) 10% of last dyawn salany
for each year

!

Risks fall on e/

Rigks fall on ee

==

€R ne contyibute kardia then no further liabili

P

Plan Assets me invest kame se liabi
to pay benefit nahi khatam hogi

No discounting -> very peviod comrvibute kardia
and afc kia just like salary expense

and. pay at completion of employment

expense DY Q DBRO & Plan asset alcing

To Liability (if unpaid)
l €qg - evaturhy J?

€9 - Provident Fund J
TYPES OF RISKS

Actuarial visk = Difference bj/w expected benefits & Actual renefits

Yes discounting becavse aaj expense bom(ﬂ“g

—

Investment risk = Assets invested -> insufficientto pay expected benefits




'SOME EXTRA POINTS I

TYPES OF DCP & DBP

V' MULTI EMPLOYER PLANS

A .Pool assets of > 1 enterprises

B. enterprises hot under common contyol
C.Benefits to €€ of > 1 enterprise
D. Contribution & benefit-levels->
Determined Without regard 4o
identihy of ErR Who employs the€e

¥ STATEPLANS

Cover all enterpyrises
Operated by gouts

U INSURED BENEFITS

ER pays Inguyance p\remiums
For fundings Post Employment benefit plang
Can be DUP/ DRP depending onh eR'S ob\igaﬁon

established by legislation é

OTHER TYPES OF BENEFITS

OTHER LONG TERM BENEFITS
Definition & €gs already covered

\‘. ’nj . (@
< ﬁ’ ‘\ \
© N\
Sevvice :

1.4.23 31.3.24 31.3.25 After 12 months from y.€ and. rehrement
before retirement
TERMINATION BENEAITS

Definition & Egs already covered
€R gets obligation on a/c of +ermination & not due to €€ sevvice

Alcing treatment -> Book expense & liability for +ermination benefits
-> Immediately expensed off in P&L

Amount? - 'Paqa\o\e immedia—\-e\\, -> No discounting required
-> Payable 12 mths after B/S date -> Bring +o PV





