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July 29, 2019

Accounting & Tax Committee
Japan Foreign Trade Council, Inc.

To the International Accounting Standards Board

Comments on Proposed Amendments to Due Process Handbook

The following are the comments of the Accounting & Tax Committee of Japan Foreign Trade
Council (JFTC) regarding Proposed Amendments to Due Process Handbook. JFTC is a
trade-industry association with Japanese trading companies and trading organizations as its core
members, while the principal function of its Accounting & Tax Committee is to respond to
developments in Japanese and international accounting standards. (Member companies of JFTC
Accounting & Tax Committee are listed at the end of this document.)

Question 2—Agenda decisions

The DPOC has proposed the following amendments relating to agenda decisions:

to provide the Board with the ability to publish agenda decisions;

to better explain the objective and nature of explanatory material in an agenda decision; and
to reflect in the Handbook that an entity should be entitled to sufficient time both to
determine whether to make an accounting policy change as a result of an agenda decision,

and to implement any such change.

Do you agree with these proposed amendments?

Regarding the proposed amendment to better explain the objective and nature of explanatory

material in an agenda decision

We agree with this proposed amendment because the objective of including explanatory
material in an agenda decision is to promote greater consistency in the application of IFRS

Standards, and we have no objection to the addition of new information.

Regarding the proposed amendment to reflect in the Handbook that an entity should be entitled

to sufficient time both to determine whether to make an accounting policy change as a result of

an agenda decision, and to implement any such change
4
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We agree with this proposed amendment because the stipulation that an entity will be entitled
to sufficient time to implement any accounting policy change that becomes necessary as a result
of an agenda decision can be commended as a positive change for preparers of financial

statements.

However, we would like the DPOC to consider addressing the additional points below in order

to indicate how agenda decisions should be handled in practice, and to enhance clarity.

1) If immediate implementation of a change is unfeasible, an entity is allowed “sufficient
time” to change its accounting policy voluntarily. However, the entity’s accounting during
the transitional period could potentially be treated as misstatement from an auditing
perspective, because we have experienced arguments with auditors on such misstatements
in actual cases in the past. We therefore request clarification that, for a certain period from
publication of the agenda decision until the entity is able to take action, lack of compliance
with standards of an entity not aligning with the interpretation specified in the agenda

decision, will not constitute misstatement from an auditing perspective.

2)  We would like the DPOC to consider implementing new decision-making criteria for
retrospective application relating to agenda decisions (taking into account the benefits for

users and the costs for preparers, etc.).

Depending on the content of an agenda decision, the time required to change accounting policy
will vary from one entity to another. We understand that agenda decisions are not mandatory
and do not change the standards themselves, but when they result in voluntary changes to
accounting policy, the action required includes retrospective application relating to past fiscal
years, which places considerable burden on the preparer. We appreciate that it is difficult to
provide transitional measures for each individual agenda decision, but we think it is necessary
to replace the usual requirement for retrospective application following voluntary changes to
accounting policy “except to the extent that it is impracticable” (as stipulated in IAS 8) with
decision-making criteria (specifying that, in light of the expected benefits for users and the
costs for preparers, automatic retrospective application is not required for all changes to

accounting policy).
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