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Point of view
New UK GAAP – impact on pension plans

In a nutshell
FRS 102, one of the options available as a 
replacement for current UKGAAP, has been 
published and is mandatory from 2015. This Point 
of View summarises the impact it could have on 
pension plans.

The main change affecting pension plans currently 
applying UK GAAP relates to the increased number  
of disclosures which are required. In general, the 
accounting itself is not expected to change for 
pension plans. 

The SORP will be revised to reflect FRS 102 and is 
currently expected to be issued in spring of 2014.

What’s happened?
The Financial Reporting Council has issued FRS 102 
(‘new UK GAAP’) as one of the options available as a 
replacement for current UK GAAP. The starting point 
for FRS 102 was the IASB’s IFRS for SMEs and, as a 
result, new UK GAAP more closely resembles full IFRSs 
than before. 

Currently, UK pension plans are not able to follow 
IFRSs, so unless the updated SORP changes this 
requirement, all pension plans will have to follow 
new UK GAAP. FRS 102 provides a short framework 
of requirements for defined benefit and defined 
contribution plans. Although pension plans meet the 
definition of ‘financial institution’ in FRS 102, many 
of the additional disclosure requirements for financial 
institutions will not be applicable to pension plans, and 
instead, specific requirements are set out in FRS 102. 

Points of focus for pension plans
Fair value of assets available for benefits 
Generally, it is not expected that there will be changes 
in measurement of plans’ assets. However, the fair 
value measurements of financial instruments held will 
now need to be categorised and disclosed within the 
‘fair value hierarchy’. 

FRS 102 is available at 
www.frc.org.uk

Go to the March 2013 
ukGAAP Need to Know 
at www.deloitte.co.uk/
futureofukGAAP for 
background information

ukGAAP: Beyond the detail

Increased disclosure 
requirements regarding 
assets and liabilities held 
by pension plans
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This requires the valuations to be categorised into three levels, based on the inputs to the valuation: Level one 
– unadjusted quoted prices in active markets for identical assets and liabilities that can be accessed at the 
measurement date; level two – the prices of any recent transactions; and level three – those valuations with 
unobservable inputs.

Credit and market risks
Pension plans will now be required to provide significant new disclosures surrounding the nature and extent of 
risks (market and credit) arising from their financial instruments, including plans’ assets. These will include details 
of exposure to such risks and the policies in place for managing those risks.

Actuarial pension liabilities
As is currently the case, pension plans will not be required to recognise their liability to pay pensions based on an 
actuarial present value of promised retirement benefits in their financial statements. However, while currently they 
are only encouraged to disclose this value and the significant actuarial assumptions used, under new UK GAAP 
these disclosures will be mandatory.

Presentational changes
The ‘Fund Account’ statement will be renamed as the ‘Statement of changes in net assets available for benefits’, 
although there is still the option to call it a ‘Fund Account’.

Timing
FRS 102 applies for periods beginning on or after 1 January 2015 with early application permitted. This may seem 
a long way ahead, but the opening balance sheet for December 2015 financial statements will be 1 January 2014, 
and therefore, consideration of the impact of the transition should begin as soon as possible. 

The revised SORP for pension plans is expected in the spring of 2014 and will be a useful practical tool for pension 
plans in the UK. It is expected that this will be issued as an exposure draft, open for comment, before the final 
SORP is published.

Resources
Keep in mind that the additional requirements of FRS 102 will require engagement with investment managers to 
ensure that the necessary information is available to the pension plans.

Further information on new UK GAAP, as well as other UK accounting, reporting and Corporate Governance news, 
can be found on www.ukaccountingplus.co.uk.

Contacts
If you would like further, more detailed information or advice and to discuss how this will affect you, please contact 
your local Deloitte partner or:

More resources  
available:  
www.deloitte.co.uk/
futureofukgaap


