
AS 15 – EMPLOYEE BENEFITS

Employee Benefits (EBs) - all forms of consideration given by an enterprise in exchange for service rendered by employees. EBs includes benefits provided to employees or their spouses, children or other dependents and may be settled by payments or goods or services. Employee includes full-time, part-time, permanent, casual, temporary, whole time director, etc. 

This AS requires an enterprise to recognizes   

Expense – when enterprise consumes the economic benefit arising from service provided by an employee in exchange for EBs
 Liability – when an employee has provided service in exchange for EBs to be paid in future  




Note: this AS does not apply to accounting for employee share-based payments.  

Employee Benefits include




Other long-term employee benefits
Termination benefits
Post-employment benefits
Short-term employee benefits





Recognition & Measurement -   

· Short-term employee benefits (at undiscounted amount)
Compensated advances 

Profit-sharing & bonuses

Wages, Salary, Social Security contribution & Non-monetary benefits





		Subject toEnterprise has present obligation as a result of past events & reliable estimate can be made 
Expense & liability / asset when services are rendered


Non-accumulating
Accumulating




Expense & liability when absences occur

Vesting
Non-vesting




Expense & liability / asset taking into account probability 
Expense & liability / asset when services are rendered




· Post-employment benefitsDefined Benefit plans

Defined Obligation plans




P & L
current service cost + interest cost + past service cost + actuarial gain / loss + curtailment / settlement etc.

At B/S date – liability = present value of defined benefit obligation – (past service cost not recognized + fair value of plan assets)
If negative (asset) – lower of above amount or present value of refunds
Expense & liability / asset when services are rendered; discounted amount if do not fall within 12 months








· Termination benefits

Recognized as an expense immediately only when enterprise has present obligation as a result of past event & outflow of resources required to settle obligation & reliable estimate can be made. If termination benefits do not fall due within next 12 months after the B/S date, it should be discounted using discount rate.   

· Other long-term employee benefits

P & L
current service cost + interest cost + past service cost + actuarial gain / loss + curtailment / settlement etc.
At B/S date – liability = present value of defined benefit obligation – fair value of plan assets





[bookmark: _GoBack]Impotent terms / definition:   

1. Short-term employee benefits are employee benefits (other than termination benefits) which fall due wholly within twelve months after the end of the period in which the employees render the related service.

2. Post-employment benefits are employee benefits (other than termination benefits) which are payable after the completion of employment.

3. Post-employment benefit plans are formal or informal arrangements under which an enterprise provides post-employment benefits for one or more employees.

4. Defined contribution plans are post-employment benefit plans under which an enterprise pays fixed contributions into a separate entity (a fund) and will have no obligation to pay further contributions if the fund does not hold sufficient assets to pay all employee benefits relating to employee service in the current and prior periods.

5. Defined benefit plans are post-employment benefit plans other than defined contribution plans.

6. Multi-employer plans are defined contribution plans (other than state plans) or defined benefit plans (other than state plans) that:
a. pool the assets contributed by various enterprises that are not under common control; and
b. use those assets to provide benefits to employees of more than one enterprise, on the basis that contribution and benefit levels are determined without regard to the identity of the enterprise that employs the employees concerned.

7. Other long-term employee benefits are employee benefits (other than post-employment benefits and termination benefits) which do not fall due wholly within twelve months after the end of the period in which the employees render the related service.

8. Termination benefits are employee benefits payable as a result of either:
a. an enterprise’s decision to terminate an employee’s employment before the normal retirement date; or
b. an employee’s decision to accept voluntary redundancy in exchange for those benefits (voluntary retirement).

9. Vested employee benefits are employee benefits that are not conditional on future employment.

10. Plan assets comprise:
a. assets held by a long-term employee benefit fund; and
b. qualifying insurance policies.

11. Assets held by a long-term employee benefit fund are assets (other than non-transferable financial instruments issued by the reporting enterprise) that:
a. are held by an entity (a fund) that is legally separate from the reporting enterprise and exists solely to pay or fund employee benefits; and
b. are available to be used only to pay or fund employee benefits, are not available to the reporting enterprise’s own creditors (even in bankruptcy), and cannot be returned to the reporting enterprise, unless either:
i. the remaining assets of the fund are sufficient to meet all the related employee benefit obligations of the p	lan or the reporting enterprise; or 
ii. the assets are returned to the reporting enterprise to reimburse it for employee benefits already paid.

12. A qualifying insurance policy is an insurance policy issued by an insurer that is not a related party (as defined in AS 18 Related Party Disclosures) of the reporting enterprise, if the proceeds of the policy:

a. can be used only to pay or fund employee benefits under a defined benefit plan; and
b. are not available to the reporting enterprise’s own creditors (even in bankruptcy) and cannot be paid to the reporting enterprise, unless either:
i. the proceeds represent surplus assets that are not needed for the policy to meet all the related employee benefit obligations; or
ii. the proceeds are returned to the reporting enterprise to reimburse it for employee benefits already paid.

13. Fair value is the amount for which an asset could be exchanged or a liability settled between knowledgeable, willing parties in an arm’s length transaction.

14. The return on plan assets is interest, dividends and other revenue derived from the plan assets, together with realized and unrealized gains or losses on the plan assets, less any costs of administering the plan and less any tax payable by the plan itself.

15. Actuarial gains and losses comprise:
a. experience adjustments (the effects of differences between the previous actuarial assumptions and what has actually occurred); and
b. the effects of changes in actuarial assumptions.

16. Past service cost is the change in the present value of the defined benefit obligation for employee service in prior periods, resulting in the current period from the introduction of, or changes to, post-employment benefits or other long-term employee benefits. Past service cost may be either positive (where benefits are introduced or improved) or negative (where existing benefits are reduced).

17. The rate used to discount post-employment benefit obligations (both funded and unfunded) should be determined by reference to market yields at the balance sheet date on government bonds. The currency and term of the government bonds should be consistent with the currency and estimated term of the post-employment benefit obligations.

18. Curtailment or settlement: An enterprise should recognize gains or losses on the curtailment or settlement of a defined benefit plan when the curtailment or settlement occurs. The gain or loss on a curtailment or settlement should comprise:
a. any resulting change in the present value of the defined benefit obligation;
b. any resulting change in the fair value of the plan assets;
c. any related past service cost that, under paragraph 94, had not previously been recognized.

19. An enterprise should offset an asset relating to one plan against a liability relating to another plan when, and only when, the enterprise:
a. has a legally enforceable right to use a surplus in one plan to settle obligations under the other plan; and
b. intends either to settle the obligations on a net basis, or to realize the surplus in one plan and settle its obligation under the other plan simultaneously.
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