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Additionally, the types of share-based payments used by small entities to incentivise, motivate and
retain staff are becoming increasingly complex. Accordingly, we would welcome some practical
exemptions for small entities in this area to balance the cost of obtaining fair values with the needs of
users of small entity financial statements.

Micro entities

We have no comments on the recognition and measurement in FRS 105. Similar to the process
adopted to align FRS 102 with IFRS developments, we would support a delay in considering changes
to FRS 105 until concepts have been put into practice by preparers applying FRS 102

Appendix 3 provides more detailed feedback in respect of small and micro entities.

Company law

Some issues raised in this letter may require changes to company law. We appreciate that these fall
outside the scope of this request for views but consider certain changes in the longer term would be
of benefit to both preparers and users of financial statements.

Sector specific views

Alignment to IFRS 16 will bring challenges to particular sectors such as academy trusts, as they are
not allowed to have external borrowings so there is no 'benchmark' they can use for IBRs, and
charities, which may end up with 'undervalued' right-of-use assets due to very low contractual lease
payments.

Appendix 4 provides more detail on these other sector specific views including revisions we would
welcome in relation to retirement benefit plans.

Should you wish to discuss any matters included in this letter, please contact Danielle Stewart OBE,
head of Financial Reporting at DanielleStewartQBE@rsmuk_com

Yours sincerely

RSM UK Tax and Accounting Limited
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Financial Instruments (IFRS 9)

Expected credit
loss model for



Appendix 2 - How FRS 102 is working in practice
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Business Combinations

Group FRS 102's conditions for the non-controlling interest, equity holders and their
reorganisations relative rights being unchanged can be unnecessarily restrictive and prohibit use

of merger accounting for some group reorganisations where it wou r5 Tz
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Government Grants

Consistency The accounting for Covid-19 government support has highlighted the need for
with IFRS & the simplicity and consistency with IFRS as considerable time was spent analysing
performance differences between the performance and accrual model for each class of grant.
model for PBEs We appreciate the performance model is regularly used by public benefit

entities, and so suggest making this option applicable only to PBEs by having
the paragraph numbers prefixed with 'PBE', thus improving consistency with
measurement under IFRS for grants received by other types of entity.
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Small entities

Companies Act If right of use lease assets are recognised on balance sheet this risks the
size creas



Appendix 4 - Sector specific views
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Retirement Benefit Plans

Section 34 and The following comments relate to the specific requirements for Retirement
other areas of Benefit Plans: Financial statements under FRS 102 paragraphs 34.34 to 34.48.
FRS 102 Comments are also made in respect to other areas of FRS 102 which are not

currently addressed within Section 34: Specialised Activities in respect of
Retirement Benefit Plans, but that we would ask that the FRC consider
addressing by adding to the Retirement Benefit Plan specific requirements
and/or modifications to the general requirements.
The areas that we would welcome amendment in future revisions of FRS 102
are as follows:

Risk disclosures Paragraphs 34.43 to 34.45 of FRS 102 include disclosure requirements in
respect of credit and market risk. The paragraphs themselves largely mirror the
disclosure requirements of Financial Institutions for such risks under FRS 102.
Since the introduction of FRS 102 there have been significant developments in
the regulatory reporting requirements for pension schemes to disclose additional
information in their annual report in relation to the determination and
implementation of investment strategies and whilst these are not directly related
to financial reporting, they do provide significant additional information linked to
certain investment risks for users of the annual reports of pension schemes.
We feel that this information, whilst clearly appropriate for financial institutions, is
of little benefit to the users of retirement benefit plan financial statements and
the cost of compliance is disproportionate to the value of the information.
As identified in 'Financial Reports of Pension Schemes: A Statement of
Recommended Practice' the primary users of retirement benefit plan financial
statements are the trustees of the plan, the members, the plan actuary, the
sponsoring employer and The Pensions Regulator. Under their fiduciary duty,
the trustees should be monitoring and assessing investment risk on a 'real time'
basis, and not be reliant on the financial statements to inform this risk
assessment.
For defined benefit schemes, the sponsoring employer and scheme actuary will
both be involved in the creation of, and The Pensions Regulator aware of, the
Statement of Investment Principles which in part manages the acceptable level
of risk that trustees can expose the scheme to. Members are not directly
impacted by the investment risk in a defined benefit
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Retirement Benefit Plans continued

Recognition and FRS 102 introduced the requirement to recognise all annuity policies held in the
valuation of name of retirement benefit plans in the statement of net assets. Prior to the
annuity policies introduction of FRS 102 certain annuity policies were disclosed in the finan
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Retirement Benefit Plans continued

Going concern Retirement benefit plan financial statements present the net assets available for
disclosure benefits. The most significant liability - the actuarial present value of promised

retirement benefits - is disclosed, as per FRS 102 paragraph 34.48 but
otherwise omitted from the financial statements. As summarised in 'Financial
Reports of Pension Schemes: A Statement of Recommended Practice' ('the
SORP'), the actuarial valuation and related report is the primary source of
informnt), s
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areas where the financial reporting burden could be reduced for such entities
with minimal loss of value to users.

Other sector specific view


