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5 September2011 
 
Dear Mr Hoogervorst, 
 
Exposure Draft ED 2011/2 – Improvements to IFRSs 
 
Deloitte Touche Tohmatsu Limited is pleased to respond to the International Accounting 
Standards Board’s (the IASB’s) Exposure Draft of Proposed Improvements to IFRSs (referred to 
as the “exposure draft”). 

We welcome the IASB’s continuing efforts to deal with certain amendments to IFRSs in an 
efficient and effective manner and are pleased to note that the proposed amendments address 
discrete areas where differences in interpretation or possible conflicts between IFRSs have been 
identified. We consider this to be the role of the Annual Improvements Project. 
 
We are generally in agreement with the intentions of the proposed amendments, but are concerned 
that some amendments (in particular, those to IFRS 1 First-time Adoption of International 
Financial Reporting Standards) may have unintended consequences. These unintended 
consequences arise principally from ambiguous drafting which, as noted in our comments on the 
exposure draft of the 2009 amendments (ED/2009/11), include inconsistencies between the Basis 
of Conclusions and the actual wording of the amendment. 
 
In addition, we note that the amendments introduce a number of terms (for example, ‘required 
comparative period’ and ‘additional comparative information’) for which a formal definition is not 
provided. This could also contribute to a lack of clarity over the scope and effect of the proposed 
amendments. The use of clearly defined terms will become more important as IFRSs are applied in 
new jurisdictions as terms in common use in one jurisdiction may be unfamiliar in another and also 
because any lack of clarity is likely to be exacerbated upon translation of IFRSs into another 
language. 
 
Our detailed responses to the questions in the invitation to comment are included in the Appendix 
to this letter. 
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If you have any questions concerning our comments, please contact Veronica Poole in London at  
+44 (0)20 7007 0884. 
 
Yours sincerely, 

 
Veronica Poole 
Global Managing Director  
IFRS Technical 
 



 3

Appendix  
 
Question 1 
 
Proposed amendment to IFRS 1 First-time Adoption of International Financial Reporting 
Standards – Repeated application of IFRS 1 
 
We agree with the principle that IFRS 1 can apply more than once and that it should be applied for 
a second time in the circumstances described in proposed paragraph BC1 (when an entity moves 
from national GAAP to IFRSs for a second time). We are, however, concerned that, as drafted, the 
proposed amendment would require application of IFRS 1 in a variety of circumstances – in some 
of which the application of IFRS 1 would be unnecessary or disproportionate. 
 
The proposed amendment requires application of IFRS 1 when ‘the entity’s most recent previous 
annual financial statements did not contain an explicit and unreserved statement of compliance 
with IFRSs’. This could be argued to be the case when: 

• the entity stated compliance with a modified version of IFRSs (e.g., IFRSs as endorsed for 
use in the European Union), even if the accounting policies applied under that version of 
IFRSs were identical to those which would have been applied under IFRSs as issued by 
the IASB; or 

• the entity departed from IFRSs in accounting for one transaction, leading to a qualified 
audit report. 

 
In the first example above, application of IFRS 1 is unnecessary as ‘application’ of IFRSs results 
in no change to the entity’s accounting policies and in the second example it is disproportionate as 
any amendment to the entity’s accounting policies could be better dealt with by IAS 8 Accounting 
Policies, Changes in Accounting Estimates and Errors. 
 
In such circumstances, application of IFRS 1 may frequently result only in additional disclosure 
requirements. However, it should not be overlooked that it may result in the use of options (for 
example, setting cumulative translation differences to zero) which are available only to first-time 
adopters. 
 
Given these concerns, we recommend that the circumstances in which repeated application of 
IFRS 1 is required are defined more tightly and consistently with the principle expressed in 
proposed paragraph BC1 and that the Board considers whether guidance on other circumstances 
could be developed. 
 
Proposed amendment to IFRS 1 First-time Adoption of International Financial Reporting 
Standards – Borrowing costs relating to qualifying assets for which the commencement date 
for capitalisation is before the date of transition to IFRSs 
 
We agree that entities capitalising borrowing costs under previous GAAP on a basis which is 
inconsistent with the requirements of IAS 23 Borrowing Costs should be required to apply the 
requirements of IAS 23 in capitalising borrowing costs subsequent to the date of transition on 
qualifying assets under construction at that date, but should not restate amounts capitalised under 
previous GAAP. 
 
We do not, however, agree with the apparent proposal to require an entity which did not capitalise 
borrowing costs under previous GAAP to begin to do so in respect of qualifying assets under 
construction at that date. This appears to be required by proposed paragraph D23(b), but is not 
mentioned in the Basis for Conclusions and is inconsistent with the existing reference in 
paragraph D23 to the transitional provisions set out in paragraphs 27 and 28 of IAS23 (which is 
retained by the proposed amendments).  
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We do not believe it to be appropriate to require first-time adopters to commence capitalisation on 
assets under construction at the date of transition when existing IFRS reporters were not required 
to do so on adoption of IAS 23(revised). Furthermore, as this apparent effect of the amendment to 
IFRS 1 is not mentioned in the Basis for Conclusions, we are unsure whether it was the Board’s 
intention to do so. 
 
We make the following additional points on the drafting of the proposed amendment. 

• The reference to IAS 23.27-28 is confusing and, as noted above, inconsistent with the new 
proposed paragraph D23(b). The transitional provisions for borrowing costs on first-time 
adoption should be set out clearly in IFRS 1 and the cross-reference to IAS 23 removed. 

• Proposed paragraph D32(a) uses the phrase ‘shall not restate the borrowing cost 
component…’, suggesting a requirement to carry over borrowing costs. This is 
inconsistent with proposed paragraph BC6 which uses the phrase ‘borrowing costs 
capitalised in accordance with previous GAAP can be carried over…’, suggesting 
optionality in this area. 

 
Proposed amendment to IAS 1 Presentation of Financial Statements – Clarification of 
requirements for comparative information 
 
We agree with the Board’s proposal not to require related notes to the statement of financial 
position at the beginning of the earliest required comparative period when one is required as it 
makes that requirement more operational and avoids unnecessary repetition of information which 
is unchanged from the previous financial statements. 
 
We do, however, suggest that the amended requirements could be made clearer in the following 
ways: 

• by including ‘required comparative period’ in the list of defined terms in IAS 1.7; and 
• by providing a clear definition of ‘additional comparative information’. We agree that in 

the circumstances described in the proposed paragraph 38B of IAS 1, provision of notes 
to the additional, voluntary statement of comprehensive income is appropriate but are 
concerned that supplementary information such as a convenience translation could also be 
considered ‘additional comparative information’. Such supplementary information is 
commonly provided, without notes, in some jurisdictions. 

 
Use of clearly defined terms will become more important as IFRSs are applied in new 
jurisdictions as terms in common use in one jurisdiction may be unfamiliar in another and also 
because any lack of clarity is likely to be exacerbated upon translation of IFRSs into another 
language. 
 
Proposed amendment to IAS 1 Presentation of Financial Statements – Consistency with the 
updated Conceptual Framework 
 
We agree with the proposed amendment to IAS 1, but suggest that the Board should take this 
opportunity to make similar amendments to all affected IFRS literature. For example, to paragraph 
6 of IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors, which refers to a 
part of the Framework for the Preparation and Presentation of Financial Statements now 
superseded by Chapter 3 of the Conceptual Framework. 

 
Proposed amendment to IAS 16 Property, Plant and Equipment – Classification of servicing 
equipment 
 
We agree with this clarification of IAS 16. 
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Proposed amendment to IAS 32 Financial Instruments: Presentation – Income tax 
consequences of distributions to holders of an equity instrument, and of transaction costs of 
an equity instrument 
 
We agree with the proposed amendments to IAS 32 and to IFRIC 2 as we believe that, as far as is 
practicable, the accounting for income tax should be dealt with entirely by IAS 12 and 
Interpretations of that Standard. 
 
In addition, we suggest that clarity would be enhanced by the addition of a paragraph in IFRIC 2 
equivalent to the proposed new paragraph 35A of IAS 32. 
 
Proposed amendment to IAS 34 Interim Financial Reporting – Interim financial reporting 
and segment information for total assets 
 
We agree with the proposed amendment to IAS 34 as it conforms the requirements of the Standard 
to those of IFRS 8 Operating Segments and is consistent with the principle that amounts not 
required to be disclosed in annual financial statements should not be required to be disclosed in 
interim financial statements. 
 
Question 2 
 
We agree with the proposed transition provisions and effective date of all the proposed 
amendments apart from those to IAS 16 and IAS 34. 
 
We believe that the Board should consider the need for relief from full retrospective application of 
the amendment to IAS 16 as, where this amendment results in a change in the classification of 
servicing equipment, full retrospective application may result in changes to key metrics (for 
example, gross margin or EBITDA) or to the measurement of inventory which may not be 
straightforward to calculate. Any such relief should also be made available to first-time adopters 
via a consequential amendment to IFRS 1. 
 
We do not believe that the amendment to IAS 34 should be applied ‘prospectively’ as it is unclear 
what relevance that term has to an amendment to limit the circumstances in which a disclosure is 
required. This could be interpreted as suggesting that disclosure of total segmental assets not 
regularly provided to the chief operating decision maker is required in a comparative period but not 
in the current period in the first period of application of the amendment. We do not believe that this 
was the Board’s intention and note that this would be inconsistent with the requirements of IFRS 
8.29 on a change of reportable segments. 
  


