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14 December 2012 
 
Dear Mr Hoogervorst, 
 
Exposure Draft ED 2011/5 – Government Loans – Proposed amendments to IFRS 1 
 
Deloitte Touche Tohmatsu Limited is pleased to respond to the International Accounting Standards 
Board’s (the Board’s) Exposure Draft on amendments to IFRS 1 First-time Adoption of International 
Financial Reporting Standards in respect of government loans (‘the exposure draft’). 

We agree with the Board’s intention to permit first-time adopters the same transitional relief that was 
afforded to existing preparers of IFRS financial statements in applying the 2008 amendments to IAS 
20 Accounting for Government Grants and Disclosure of Government Assistance because we agree 
that the basis for the transitional relief in IAS 20, being avoiding a requirement to measure the fair 
value of loans at a past date, applies equally to first-time adopters. We also agree that if a first-time 
adopter obtained the information necessary to determine the fair value of a government loan at the time 
of initially accounting for that loan it should not be restricted from applying the requirement of IAS 
20.10A retrospectively. 
 
We do, however, suggest that draft paragraph B10 should be amended to make it clear that the 
proposed exemption applies only to the requirements of IFRS 9 and IAS 20 insofar as they relate to the 
grant element of government loans at below market rate. Without such an amendment the proposed 
drafting could be read as permitting an entity not to apply IFRS 9 in its entirety to such loans. Our 
suggested drafting is as follows: 
 
“Except as permitted by paragraph B11, a first-time adopter shall apply the requirements in IFRS 9 
Financial Instruments and paragraph 10A of IAS 20 Accounting for Government Grants and 
Disclosure of Government Assistance to recognise the difference between the fair value of a 
government loan at a below-market rate of interest at initial recognition and the proceeds received as a 
government grant prospectively to loans entered into on or after the date of transition to IFRSs. For 
example, if a first-time adopter did not, under its previous GAAP, recognise and measure a 
government loan at a below-market rate of interest on a basis consistent with that required by IFRS 9 
those requirements, it shall not adjust its previous GAAP carrying amount at the date of transition for 
the loan for compliance with IFRS 9 and paragraph 10A of IAS 20 in this respect.” 
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As stated in our response to the recent Request for Views on its Agenda Consultation, we believe that 
the Board should ensure that, when developing or amending an IFRS, there is a thorough process to 
identify all first-time adoption issues.  This should limit the necessity to amend a recently-issued IFRS 
because an IFRS 1 issue had not been identified. 
 
If you have any questions concerning our comments, please contact Veronica Poole at +44 (0)20 7007 
0884. 
 
Yours sincerely, 

 
Veronica Poole 
Global Managing Director  
IFRS Technical 
 
  


