Hermes operates a defined benefit plan for its senior management. As at 1 December 2018 there was an amendment to the plan whereby the pension entitlement for scheme members was enhanced in that it was to be based on 40 years’ service as opposed to the existing 60 years. This has resulted in an increase in the present value of the plan obligation as at 30 November 2019.
Hermes considers this a change in accounting policy and is proposing to charge the increased liability arising from this plan amendment to other comprehensive income. It believes this will make the financial statements more consistent and understandable.

Required:

Discuss the implications of the above accounting treatment in Hermes’s financial statements for the year ended 30 November 2019
