
Important Changes to UK Accounts

The future of the FRSSE and FRS 102 – what does it mean to me 
and my business? 

Any questions? Call The Peloton on 01326 660022 or email hello@thepeloton.co.uk

Over the past few years, UK financial reporting has been going through fundamental change, 
which will significantly affect the accounts of many UK companies.

After what has seemed to be an extremely long development period, the UK authorities have, 
we hope, finally set a clear path for the requirements of UK company accounting.

To help you understand the new regime, we have set out a summary of changes and how they 
may affect you.



Overview

Currently, all small companies in the 
UK prepare their accounts under a set 
of rules called the ‘Financial Reporting 
Standards for Smaller Entities’ (FRSSE). 

However, in an attempt to align the UK 
with international accounting rules, 
this has been changed….

Introducing….FRS102.

What is FRS102? 

This is the main new UK accounting 
standard which will soon replace all 
of the current financial reporting 
standards. In English - the new rules 
which will determine how we prepare 
and present your company accounts.

Who does this impact? 

Virtually all UK companies will be 
affected in some way by the changes. 
Small simple companies (which you 
are) will suffer much less change 
then medium sized and more complex 
companies.  

When does this come into effect?

The FRS102 for small companies comes 
into effect on a mandatory basis 
for accounting periods beginning on 
or after 1 January 2016. This means 
that, in all likelihood, the first dated 
accounts that we will see adopting 
the new standard will have 31 
December 2016 year ends. 

However, when we adopt the new 
rules, we will also need to show the 
comparative year figures using the 
new rules (which will be this year’s 
accounts). This means that we need 
to be thinking right now about what 
these changes might mean. 

What are the changes? 

Under the new rules of FRS 102, there 
are a number of ways in which your 
reported profit may be subject to 
change and, although we can’t list all 

335 pages here, there are some key 

areas to look out for:

Key areas to look out for:

Holiday pay accruals:

There will be a requirement to accrue 
for employee holiday entitlement not 
taken. For companies that have not 
accrued for this in the past, there 
may be a new liability to account 
for, especially where the holiday 
entitlement period is not in line with 
the accounting period. We may need 
your help in working out what the 
holiday pay accruals will be.

Goodwill:

If a reliable estimate of the life of 
goodwill cannot be made, the life of 
goodwill will be assumed to be 10 
years. If you are able to provide a 
reliable estimate of the life of goodwill, 
then this period can be longer – in 
fact, whatever you perceive to be 
most accurate! 

This means that if there are no 
reliable estimates for the life of 
goodwill, we may need to default 
the life to 10years, which could mean 
higher writing down charges against 
profits, which will lower profits 
available for distribution. If we can 
provide evidence & reasoning as to 
the life chosen, then there will be no 
need to make any adjustment.

Still with me?

Property revaluations – investment 
properties: 

Currently, if a property is revalued 
in the accounts, any revaluation 
gains and losses go into a separate 
revaluation reserve on the balance 
sheet. Nothing is charged to the 
profit and loss account unless the 
revaluation reserve has been fully 
extinguished. Under the new rules, 
revaluation gains and losses on 
investment properties will all go into 
the profit and loss account. This 

may have a dramatic effect on the 
accounting profit or loss for the 
period depending on the magnitude of 
the revaluation. 

Accounts presentation & terminology: 

You may also notice some changes 
in the layout of your accounts, and 
accompanying notes.

So, what does this mean? 

• If there are any adjustments we 
need to make in your accounts 
(for things like holiday pay 
accruals) there may be an impact 
on your company profits in the 
year of transition which could 
impact on the reserves available 
for distribution. Don’t fret – if 
there is anything significant, we 
will discuss it with you.

Call us on 01326 660022

What do you need to do?  
Nothing right now as we 
will take care of all of the 
changes for you. We may 
need your help gathering 
information on new areas 
(like holiday pay) but we will 
let you know. 

Any questions? Call Nic at The 
Peloton on 01326 660022 or 
email hello@thepeloton.co.uk


