Assignment Chapter 19 Pensions

Boom Enterprises has a defined benefit plan.  The company indicated that plan assets were $1,380,000 and ABO was $1,580,000 as at January 1, 2013.

Other data related to two years of operations are as follows:

	
	2013
	2014

	Past service cost  (plan amended 1/1/14)
	
	$1,683,000

	Annual service cost
	$55,200
	$65,500

	Discount rate and expected rate of return
	9%
	9%

	Actual rate of return on plan assets
	$110,400
	$151,100

	Contributions (funding)
	$90,000
	$338,100

	Benefits Paid
	$96,600
	$113,160

	Change in actuarial assumptions establishes a Dec. 31, 2014 ABO of 
	
	$4,350,000



[bookmark: _GoBack]The amendment of the plan is expected to provide future benefits for 10 years. Assume the ABO is the same for both accounting and funding purposes. For this assignment you can use the columnar approach or the worksheet approach for your solution. You are not required to do both. If you use a worksheet please use debit and credit notations in the worksheets. Round all numbers to the nearest dollars. 

1. Assuming the company uses PE GAAP Immediate Recognition
a. For each of 2013 and 2014 and using the immediate recognition approach under PE GAAP indicate the pension expense, accrued benefit obligation, plan assets and balance in accrued pension asset/liability (pension account). Please label the  presentation  with ASPE  immediate Recognition and the year. If you use a worksheet please use debit and credit notations in your worksheet.
b. Answer the following questions:
i. What is the amount of the funded status  of the plan for each year? Indicate if it is overfunded or underfunded.
ii. What amount will appear on the Balance Sheet at each year end? Indicate if it is an asset or liability.
c. Prepare journal entries to record pension expense and the company’s funding of the pension plan for each year.


2. Assuming the company uses IFRS  Immediate Recognition (new standard)
a. For each of 2013 and 2014 and using the immediate recognition approach under IFRS indicate the pension expense, accrued benefit obligation, plan assets and balance in accrued pension asset/liability (pension account). Please label the  presentation  with IFRS  immediate Recognition and the year. If you use a worksheet please use debit and credit notations in your worksheet.
b. Answer the following questions:
i. What is the amount of the funded status  of the plan for each year? Indicate if it is overfunded or underfunded.
ii. What amount will appear on the Balance Sheet at each year end? Indicate if it is an asset or liability.
c. Prepare journal entries to record pension expense and the company’s funding of the pension plan for each year.

Question 2

Congratulations! You have been successful in gaining an employment position with the federal government beginning January 2, 2014.  The terms of your employment include a defined benefit pension plan which entitles you to 2% of your salary for each year of service that you work with the federal government. Your starting salary is $45,000 per year and you are guaranteed a 3% increase for each year of service. Assuming that there are no other changes throughout your employment answer the following questions.
(a) You work with the government for 30 years when you will be 55 years old.  What will be your final salary?
(b) According to Statistics Canada you are expected to live until  you are 85 years old. The government uses a discount rate of 5%. What is the pension expense related to your employment that will be recognized by the government in 2014?
(c) What is the defined benefit obligation (the actuary amount)  December 31, 2019?
