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Principle

• Commitments perimeter
• Pensions benefits
• Healthcare

• 2 possible schemes
• Defined contribution plan
• Defined benefit plan

• International accounting rules for defined benefit plans
• Estimation of the present value of commitments earned by employees over their years of working 

in the firm 
• = post employment benefit obligation 
• = present value of future expected payouts under the plans
• Based on the projected unit credit method

• Obligation’s offset by any asset that the firm has committed to post-employment plans to fund 
future plan benefits

• Liability = unfunded obligations = benefit obligations – fair value of plan assets

• Subjectivity of post employment benefits based on various forecasts
• Wages
• Worker attrition
• Expected lives of retirees



Yearly adjustments of post employment obligations
• Current service cost

• Principle: higher benefits for each additional year of service
• Example: pension benefits = 2% of career-average pay x number 

of years worked
• Definition: value of incremental benefits earned from another 

year of service
• Impact: increase in the yearly firm’s obligation
• Expensed in the income statement

• Interest cost
• Principle: increase in the present value of the firm’s obligation by 

the passage of time
• Formula: obligation at the beginning of the year x discount rate
• Expensed in the income statement, net of the return on plan 

assets

• Actuarial gains and losses
• Impact of the changes in the actuarial assumptions

• Past service cost
• Impacts of amendments of post-employment plans
• Expensed in the income statement

• Benefits paid to retirees

• Other: impacts of various changes
• FX rates
• Plan curtailments
• Plan settlements



Example: Casino (1/2)



Example: Casino (2/2)



Appendix: calculation and booking of retirement provisions

Amounts in €

Features of the post employment benefits obligations

Pension benefits in number of monthly wage 5

Age at the Beginning of the Year (BoY) 40

Retirement age (years old) 63

Seniority in the firm (years) 15

Expected life years) 85

Probability to be in the firm when retirement, at the BoY 60%

Probability to be in the firm when retirement, at the EoY 62%

Average monthly wage at the BoY 3 000

Average yearly growth rate of wage 6,25%

Expected monthly wage when retirement 5 500

Discount rate (AA corporate bonds) 1,50%

Retirement loading rate 40%

Calculation of the increase in retirement provisions BoY EoY

Future commitment 27 500 27 500

Future commitment including loading rate 38 500 38 500

Seniority 15 16

Number of years till retirement 23 22

Total seniority when retirement 38 38

Current seniority / Total seniority 15/38 8/19

Discount factor 0,71 0,72

Probability to work in the firm when retirement 60% 62%

Yearly commitment 6 474,42 7 243,29

Increase in yearly commitment = charge 768,87

Booking in statutory accounts under French GAAP

31/12

681 Operating provision 768,87

153 Provision for employee benefits 768,87

Booking under IFRS GAAP

31/12

661 Interest expense (6 474,42  x 1,5%) 97,12

681 Operating provision (768,87 - 97,12) 671,76

153 Provision for employee benefits 768,87


