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Introduction
Ind AS 19 accounting standard prescribes accounting and disclosure standards to be followed by
reporting entities based in India for all employee benefit reporting and disclosures, except sharebased payments such as ESOP. Ind AS 19 describes the accounting policy to be followed for a wide
range of employee benefit schemes, including benefits provided for rendering service such as shortterm employee benefits (compensated absences, medical benefit, housing/car benefit etc), long
term employee benefits (gratuity, pensions) and termination benefits.
Ind AS 19 recognizes the liabilities and expenses for employee benefits, that arise when an employee
renders service to a company. The cost of the employee benefit schemes to a reporting entity are
generally recognized in profit and loss as service cost and net interest cost, and in Other
Comprehensive Income (OCI) as remeasurements. Post-Employment plans are classified into defined
Contribution Plans and Defined Benefit Plans. To account for Defined Benefit Plans, the present value
of the defined benefit plan is estimated by actuarial valuation methods, and the fair value of plan
assets are deducted and any effect of the asset cost is adjusted. Long Term Employee Benefits are
accounted on a discounted basis using a discount factor.
In this publication, we present a list of disclosures mandated under IndAS 19 Actuarial Valuation
reporting along with examples and explanations of the figures that are to be reported under this
accounting standard.

Short Term Employee Benefits
Under IndAS 19, Short term employee benefits consist of all benefits that are expected to be settled
within a period of 12 months after the end of the reporting period during which the employee has
rendered their service. This includes paid annual leave, paid sick leave, non-monetary benefits such
as medical care, housing etc.
Under IndAS 19, an entity shall recognize short term employee benefit obligations due to its
employees as expense and liabilities without any discounting, after deducting the amount already
settled to the employees.
Disclosure
Paragraph 25 of IndAS 19

Under IndAS 19, specific disclosures of short-term employee
benefits are not required.
However, under other IndAS standards, specific disclosures
may be required. For example, IndAS 24 requires disclosures
about employee benefits for key management personnel.
Ind AS 1 requires disclosure of employee benefits expense.
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Post Employee Benefits
Defined Contribution Plans
Defined Contribution Plans are plans where the reporting entity’s obligation is limited to the amount
it contributes to an employee benefits fund, and has no additional obligation of any kind. This is
different from defined benefits plan, under which an entity’s obligation is to provide defined benefits
to current and past employees. Thus, in a defined contribution plan, the obligation towards employee
benefits is straightforward and limited by its contribution towards the plan and is measured on a
non-discounted basis for all obligations that are to be settled within a period of 12 months after the
end of the reporting period.
For settlements that may occur outside the 12-month period, a discounting rate is used. No other
actuarial assumptions are required to measure the obligation or expense of a defined contribution
plan, and there is no scope for actuarial gains or losses.

Disclosures
Paragraph 53 of IndAS 19
Paragraph 54 of IndAS 19

An entity shall disclose the amount recognized as an
expense for defined contribution plans.
Where required by Ind AS 24 an entity discloses information
about contributions to defined contribution plans for key
management personnel.
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Defined Benefit Plans
Under Ind AS 19, Accounting for post-employment benefit plan assumes significant importance, as it
requires the use of actuarial assumptions to measure the obligations that the reporting entity
(company) will be liable for. While accounting for post-employment benefit plans, the Projected Unit
Credit Method (PUC method) is utilized to make a very close and reliable estimate of the cost to the
reporting entity of the benefit that its employees have earned in return for the services rendered to
the company. In making this estimate, actuarial assumptions such as discount rate, salary growth
rate, attrition rate and mortality rate are utilized. Furthermore, the benefits due at a future date are
discounted in order to determine the present-day value of the obligations.
The reporting entity has to recognize certain obligations in its balance sheet. This includes the net
defined benefit liability or when it has a surplus in the defined benefit plan, the defined benefit asset.
A surplus may arise in the defined benefit liability when the plan has been overfunded or where
actuarial gains have arisen. This surplus is treated as an asset, since it can be used to generate future
benefits such as reduction in contributions, or cash refunds to the parent entity or to another plan.

Balance Sheet
Recognition of Net Defined Benefit Liability or Asset
Paragraph 63 of IndAS 19
An entity shall recognize the net defined benefit liability
(asset) in the balance sheet.
Paragraph 64 of IndAS 19
When an entity has a surplus in a defined benefit plan, it
shall measure the net defined benefit
asset at the lower of:
(a) the surplus in the defined benefit plan; and
(b) the asset ceiling, determined using the discount
rate specified in paragraph 83.
The net assets/liabilities are recognized in the balance sheet as per Figure 1.

Figure 1: Net DBO recognition in the balance sheet
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Components of defined benefit cost
Recognition of Defined Benefits Costs
Paragraph 120 of IndAS 19
An entity shall recognize the components of defined benefit
cost, except to the extent that another Ind AS requires or
permits their inclusion in the cost of an asset, as follows:
(a) service cost (see paragraphs 66–112) in profit or
loss;
(b) net interest on the net defined benefit liability
(asset) (see paragraphs 123–126) in profit
or loss; and
(c) remeasurements of the net defined benefit
liability (asset) (see paragraphs 127–130) in other
comprehensive income.
These expenses are recognized as shown in Figure 2, disclosing service cost components, and net
interest cost components.

Figure 2: Expense Recognized in Income Statement as per Para 120(a) and 120(b) of IND AS 19
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As per the requirements of Paragraph 120(c) of Ind AS 19, remeasurements of the net defined benefit
liability are recognized via Other Comprehensive Report as shown in Figure 3 below.

Figure 3: Remeasurement effect recognized in OCI - Other Comprehensive Income

Remeasurements of the net defined benefit liability (asset) comprises of the actuarial gains and
losses, the return on plan assets and change in the effect of the asset ceiling.
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Disclosures of Defined Benefit Plans
Disclosures for Defined Benefit Plans
Paragraph 135 of IndAS 19
An entity shall disclose information that:
(a) explains the characteristics of its defined benefit
plans and risks associated with them (see paragraph
139);
(b) identifies and explains the amounts in its
financial statements arising from its defined benefit
plans (see paragraphs 140–144); and
(c) describes how its defined benefit plans may
affect the amount, timing and uncertainty of the
entity’s future cash flows (see paragraphs 145–147).
As per Paragraph 135(a) of IND AS 19, it is required to disclose the characteristics of the defined
benefit plan such as whether it is a gratuity plan or a leave plan, or any other plan that is being valued
and the nature of the employee benefit payments associated with the plan (one-time lumpsum
settlement / yearly payouts etc).

Disclosure of risks associated with plan
The risks associated with the plan should be disclosed in accordance with Paragraph 135(c) of Ind AS
19. This includes the various market risks that a plan may be exposed to including interest rate risk,
salary inflation risk, demographic risk such as mortality rate, retirement age and retirement. The
effects of the demographic risks on the DBO depends upon the combination salary increase, discount
rate, and vesting criteria and therefore not very straight forward. It is important not to overstate
withdrawal rate because the cost of retirement benefit of a short caring employees will be less
compared to long service employees.
Additional risk parameters that should be kept in mind include actuarial risk, which is the risk that
benefits payable in the future will cost more than expected. This can arise, among other factors, due
to adverse salary growth experience or increase in actual mortality rates leading to earlier payout of
benefits.
For plans that have a funded portion, the funded assets are usually managed by an insurance
company. This exposes the DBO plan to investment risk, and the value of the assets declared by the
insurer may not represent the fair value of the assets.
There is also liquidity risk, which arises when there is a large payout to a particular employee or a
class of employee who have accumulated high salaries for a long duration of service. Sometimes,
these payouts can cause a strain on the cash flow.
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It would also be prudent to consider regulatory risk, given the long-term nature of the defined benefit
obligation plans. Legislative risk is the risk of increase in the plan liabilities or reduction in the plan
assets due to change in the legislation / regulation. The government may amend the Payment of
Gratuity Act thus requiring the companies to pay higher benefits to the employees. This will directly
affect the present value of the Defined Benefit Obligation and the same will have to be recognized
immediately in the year when any such amendment is effective.
Additional Plan Disclosures
Paragraph 136 of IndAS 19

To meet the objectives in paragraph 135, an entity shall
consider all the following:
(a) the level of detail necessary to satisfy the
disclosure requirements;
(b) how much emphasis to place on each of the
various requirements;
(c) how much aggregation or disaggregation to
undertake; and
(d) whether users of financial statements need
additional information to evaluate the quantitative
information disclosed.

Additional Plan Disclosures
Paragraph 137 of IndAS 19

If the disclosures provided in accordance with the
requirements in this Standard and other Ind As are
insufficient to meet the objectives in paragraph 135, an
entity shall disclose additional information necessary to
meet those objectives. For example, an entity may present
an analysis of the present value of the defined benefit
obligation that distinguishes the nature, characteristics and
risks of the obligation. Such a disclosure could distinguish:
(a) between amounts owing to active members,
deferred members, and pensioners.
(b) between vested benefits and accrued but not
vested benefits.
(c) between conditional benefits, amounts
attributable to future salary increases and other
benefits.
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Additional Plan Disclosures
Paragraph 138 of IndAS 19

An entity shall assess whether all or some disclosures should
be disaggregated to distinguish plans or groups of plans with
materially different risks. For example, an entity may
disaggregate disclosure about plans showing one or more of
the following features:
(a) different geographical locations.
(b) different characteristics such as flat salary
pension plans, final salary pension plans or
postemployment medical plans.
(c) different regulatory environments.
(d) different reporting segments.
(e) different funding arrangements (eg wholly
unfunded, wholly or partly funded).

The above paragraphs 135 to 138 of Ind AS 19 specify the nature of the disclosures that are required
to reported by the company. Further description of the disclosures is given in the succeeding
paragraphs.

Characteristics of defined benefit plans
Disclosure of Full Plan Information
Paragraph 139 of IndAS 19
An entity shall disclose:
(a) information about the characteristics of its
defined benefit plans, including:
(i) the nature of the benefits provided by the
plan (eg final salary defined benefit plan or
contribution-based plan with guarantee).
(ii) a description of the regulatory framework
in which the plan operates, for example the
level of any minimum funding requirements,
and any effect of the regulatory framework
on the plan, such as the asset ceiling (see
paragraph 64).
(iii) a description of any other entity’s
responsibilities for the governance of the
plan, for
example responsibilities of trustees or of
board members of the plan.
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(b) a description of the risks to which the plan
exposes the entity, focused on any unusual, entity
specific or plan-specific risks, and of any significant
concentrations of risk. For example, if plan assets are
invested primarily in one class of investments, eg
property, the plan may expose the entity to a
concentration of property market risk.
(c) a description of any plan amendments,
curtailments and settlements.
Paragraph 139 of Ind AS 19 specifies disclosure of the plan details, such as type of plan, eligibility of
different classes of employees of the company to the plan, various criteria’s, contribution ratio of
employees and employer, salary considerations etc.
As per the requirements of Paragraph 139, the following information is disclosed:

Figure 4: Plan Information as per Paragraph 139(A)(1) of Ind AS 19
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Figure 5: Additional Plan Information Disclosures

Armstrong International Consultants, 2020

12

Explanation of amounts in the financial statements
Disclosure of amounts to be reported in financial statement
Paragraph 140 of IndAS 19
An entity shall provide a reconciliation from the opening
balance to the closing balance for each of
the following, if applicable:
(a) the net defined benefit liability (asset), showing
separate reconciliations for:
(i) plan assets.
(ii) the present value of the defined benefit
obligation.
(iii) the effect of the asset ceiling.
(b) any reimbursement rights. An entity shall also
describe
the
relationship
between
any
reimbursement right and the related obligation.

As per the requirements of Paragraph 140 of Ind AS 19, the following information points are
disclosed:

Figure 6: Disclosures of Actuarial Measurements as per Paragraph 140 of Ind AS 19
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Disclosure of reconciliations
Paragraph 141 of IndAS 19
Each reconciliation listed in paragraph 140 shall show each
of the following, if applicable:
(a) current service cost.
(b) interest income or expense.
(c) remeasurements of the net defined benefit liability
(asset), showing separately:
(i) the return on plan assets, excluding amounts
included in interest in (b).
(ii) actuarial gains and losses arising from changes in
demographic assumptions (see paragraph 76(a)).
(iii) actuarial gains and losses arising from changes in
financial assumptions (see paragraph 76(b)).
(iv) changes in the effect of limiting a net defined
benefit asset to the asset ceiling, excluding amounts
included in interest in (b). An entity shall also
disclose how it determined the maximum economic
benefit available, ie whether those benefits would
be in the form of refunds, reductions in future
contributions or a combination of both.
(d) past service cost and gains and losses arising
from settlements. As permitted by paragraph 100,
past service cost and gains and losses arising from
settlements need not be distinguished if they
occur together.
(e) the effect of changes in foreign exchange rates.
(f) contributions to the plan, showing separately
those by the employer and by plan participants.
(g) payments from the plan, showing separately the
amount paid in respect of any settlements.
(h) the effects of business combinations and
disposals.
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The reconciliation disclosures under Paragraph 141(a) and 141(b) relating to service cost and interest
cost are show in Figure 2, and the disclosures relating to reconciliation of opening and closing of plan
assets is shown in Figure 7 as below:

Figure 7: Reconciliation of Opening and Closing of Plan Assets as per Para 140 and 141 of Ind AS 19

Disclosure of categories of plan assets
Paragraph 142 of IndAS 19
An entity shall disaggregate the fair value of the plan assets
into classes that distinguish the nature and risks of those
assets, subdividing each class of plan asset into those that
have a quoted market price in an active market (as defined
in Ind AS 113, Fair Value Measurement) and those that do
not.
For example, and considering the level of disclosure
discussed in paragraph 136, an entity could distinguish
between:
(a) cash and cash equivalents;
(b) equity instruments (segregated by industry type,
company size, geography etc);
(c) debt instruments (segregated by type of issuer,
credit quality, geography etc);
(d) real estate (segregated by geography etc);
(e) derivatives (segregated by type of underlying risk
in the contract, for example, interest rate contracts,
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foreign exchange contracts, equity contracts, credit
contracts, longevity swaps etc);
(f) investment funds (segregated by type of fund);
(g) asset-backed securities; and
(h) structured debt.

Figure 8: Disaggregation of the fair value of the plan assets as per Paragraph 142 of Ind AS 19

Disclosure of transferable financial instruments
Paragraph 143 of IndAS 19
An entity shall disclose the fair value of the entity’s own
transferable financial instruments held as plan assets, and
the fair value of plan assets that are property occupied by,
or other assets used by, the entity
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Disclosure as per Schedule III of Companies Act
As per Note 3 of Guidelines for Schedule III, a liability is classified as current if it is due within 12
months, or if the company does not have an unconditional right to defer the settlement of the liability
for at least 12 month after the reporting date. In accordance with these criteria, a liability is classified
as “current” if a company does not have an unconditional right as on the Balance Sheet date to defer
its settlement for twelve months after the reporting date and all the other liabilities are classified as
non-current
The provisions for current and non-current liabilities are show as per Figure 9.

Figure 9: Disclosure of Current and Non-Current provisions
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Disclosure of Actuarial Assumptions
Disclosure of Assumptions
Paragraph 144 of IndAS 19

An entity shall disclose the significant actuarial assumptions
used to determine the present value of the defined benefit
obligation (see paragraph 76). Such disclosure shall be in
absolute terms (eg as an absolute percentage, and not just
as a margin between different percentages and other
variables).
When an entity provides disclosures in total for a grouping
of plans, it shall provide such disclosures in the form of
weighted averages or relatively narrow ranges.

Figure 10: Disclosure of Key Assumptions as per Paragraph 144 of Ind AS 19
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Amount, timing and uncertainty of future cash flows
Disclosure of sensitivity analysis
Paragraph 145 of IndAS 19
An entity shall disclose:
(a) a sensitivity analysis for each significant actuarial
assumption (as disclosed under paragraph 144) as of
the end of the reporting period, showing how the
defined benefit obligation would have been affected
by changes in the relevant actuarial assumption that
were reasonably possible at that date.
(b) the methods and assumptions used in preparing
the sensitivity analyses required by (a) and the
limitations of those methods.
(c) changes from the previous period in the methods
and assumptions used in preparing the sensitivity
analyses, and the reasons for such changes.

Figure 11: Sensitivity Analysis Disclosure as per Paragraph 145(a) of IND AS 19

As per the requirements of Paragraph 145(b), the method used in performing the sensitivity analysis
is to be disclosed and also the shortcomings of the methods. For example, the quantum of change in
one assumption is unlikely to occur independently of changes in other assumptions.
Furthermore, as per Paragraph 145(c), it is to be disclosed if there are any material changes in the
assumptions used in preparing the sensitivity analysis in the previous period of reporting.
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Disclosure of Asset Liability Matching strategy
Paragraph 146 of IndAS 19
An entity shall disclose a description of any asset-liability
matching strategies used by the plan or the entity, including
the use of annuities and other techniques, such as longevity
swaps, to manage risk.
As per the requirement of Paragraph 146 of IND AS 19, any asset liability matching strategy used by
plans of the entities need to be disclosed. Under this disclosure, the effect of any insurance policy
that is part of the plan can be disclosed along with movement in interest rate and mitigation of
liquidity risk.
Disclosure of future cash flows
Paragraph 147 of IndAS 19
To provide an indication of the effect of the defined benefit
plan on the entity’s future cash flows, an
entity shall disclose:
(a) a description of any funding arrangements and
funding policy that affect future contributions.
(b) the expected contributions to the plan for the
next annual reporting period.
(c) information about the maturity profile of the
defined benefit obligation. This will include the
weighted average duration of the defined benefit
obligation and may include other information
about the distribution of the timing of benefit
payments, such as a maturity analysis of the
benefit payments.

Figure 12: Disclosures of Funding Arrangements as per Ind AS 19
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Multi-employer plans
A company participating in multi-employer plan can account for its proportionate share in the multiemployer defined benefit obligation, plan assets and costs associated with the plan. However, if the
conditions are such that there is no consistent and reliable basis for allocating the obligation, plan
assets and cost to individual entities participating in the plan, or if there is not sufficient information
about the plan, then the reporting entity accounts for the plan as if it were a defined contribution
plan.
Disclosure for Multi-employer plans
Paragraph 148 of IndAS 19
If an entity participates in a multi-employer defined benefit
plan, it shall disclose:
(a) a description of the funding arrangements,
including the method used to determine the entity’s
rate of contributions and any minimum funding
requirements.
(b) a description of the extent to which the entity can
be liable to the plan for other entities’ obligations
under the terms and conditions of the multiemployer plan.
(c) a description of any agreed allocation of a deficit
or surplus on:
(i) wind-up of the plan; or
(ii) the entity’s withdrawal from the plan.
(d) if the entity accounts for that plan as if it were a
defined contribution plan in accordance with
paragraph 34, it shall disclose the following, in
addition to the information required by (a)–(c)
and instead of the information required by
paragraphs 139–147:
(i) the fact that the plan is a defined benefit
plan.
(ii) the reason why sufficient information is
not available to enable the entity to account
for the plan as a defined benefit plan.
(iii) the expected contributions to the plan
for the next annual reporting period.
(iv) information about any deficit or surplus
in the plan that may affect the amount of
future Contributions, including the basis
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used to determine that deficit or surplus and
the implications, if any, for the entity.
(v) an indication of the level of participation
of the entity in the plan compared with other
participating entities. Examples of measures
that might provide such an indication include
the entity’s proportion of the total
contributions to the plan or the entity’s
proportion of the total number of active
members, retired members, and former
members entitled to benefits, if that
information is available.

Defined benefit plans that share risks between entities
under common control
Examples of defined benefit plans that share risk between entities under common control include
common DBO plans of a parent and subsidiary entity. Such plans are not treated as multi-employer
plans, and are instead treated as related party transactions and disclosure is made on this basis.
Disclosure for DBO sharing risk between entities
Paragraph 149 of IndAS 19
If an entity participates in a defined benefit plan that shares
risks between entities under common control, it shall
disclose:
(a) the contractual agreement or stated policy for charging
the net defined benefit cost or the fact that there is no such
policy.
(b) the policy for determining the contribution to be paid by
the entity.
(c) if the entity accounts for an allocation of the net defined
benefit cost as noted in paragraph 41, all the information
about the plan as a whole required by paragraphs 135–147.
(d) if the entity accounts for the contribution payable for the
period as noted in paragraph 41, the information about the
plan as a whole required by paragraphs 135–137, 139, 142–
144 and 147(a) and (b).
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Disclosure in other group financial entity
Paragraph 150 of IndAS 19
The information required by paragraph 149(c) and (d) can
be disclosed by cross-reference to disclosures in another
group entity’s financial statements if:
(a) that group entity’s financial statements separately
identify and disclose the information required
about the plan; and
(b) that group entity’s financial statements are available to
users of the financial statements on the
same terms as the financial statements of the entity and at
the same time as, or earlier than, the
financial statements of the entity.

Disclosure requirements in other Ind As for DBO Plans Sharing Risk between entities
Paragraph 151 of IndAS 19
Where required by Ind AS 24 an entity discloses information
about:
(a) related party transactions with post-employment
benefit plans; and
(b) post-employment benefits for key management
personnel.

Disclosure of contingent liabilities
Paragraph 152 of IndAS 19
Where required by Ind AS 37 an entity discloses information
about contingent liabilities arising from post-employment
benefit obligations.
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Other long-term employee benefits
Other long-term employee benefits include long term paid absences, disability benefits, profit
sharing and bonuses, if they are not settled within a period of 12 months after the end of the
reporting period. Ind AS 19 requires a simplified method of accounting of such other long-term
employee benefits and is not subject to the same level of complexity as post-employment benefits.
Measurements for Other Long-Term Employee benefits are not recognized in the OCI.
The surplus or deficit should be recognized, and also the service cost, net interest of the DBO liability
(asset) and remeasurement of the net defined benefit liability (asset) should be recognized in the
profit and loss.
Disclosure
Paragraph 158 of IndAS 19

Although this Standard does not require specific disclosures
about other long-term employee benefits, other Ind ASs
may require disclosures. For example, Ind AS 24 requires
disclosures about employee benefits for key management
personnel. Ind AS 1 requires disclosure of employee
benefits expense.

Termination benefits
Termination benefits are treated separately, since they are different from post-employment benefits
that arise due to the employee leaving the company, or due to retirement. Termination benefits arise
from either the event of termination of employment by the employer, or the employee’s decision to
accept an entity’s offer of benefits in return of termination of employment. Termination benefits can
be lumpsum one-time settlements, however they can also include continued payment of salary till a
future date of notice period, or enhancement of post-employment benefits. Some termination
benefits are provided as a result of statute, employment contract or union agreements.
Termination benefits are measured on initial recognition and subsequent changes are measured in
accordance with the nature of the employee benefits plan. If the termination benefits are an
enhancement to the post-employment benefits plan, the requirements of post-employment benefits
measurement are applied to termination benefits measurement. Otherwise, if the termination
benefits are to be settled wholly within 12 months after the end of the annual reporting period in
which the termination benefit is recognized, the requirements for short-term employee benefits are
applied. If the termination benefits are not expected to be settled within 12 months, requirements
for other long-term employee benefits is applied.
Disclosure
Paragraph 171 of IndAS 19

Although this Standard does not require specific disclosures
about termination benefits, other Ind ASs may require
disclosures. For example, Ind AS 24 requires disclosures
about employee benefits for key management personnel.
Ind AS 1 requires disclosure of employee benefits expense.
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