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Accounting & Tax Committee
Japan Foreign Trade Council, Inc.

To the International Accounting Standards Board

Comments on “Disclosure Initiative: Proposed amendments to IAS 77

The following are the comments of the Accounting & Tax Committee of the
Japan Foreign Trade Council, Inc. (JFTC) made in response to the
solicitation of comments regarding the International Accounting Standards
Board Exposure Draft “Disclosure Initiative: Proposed amendments to IAS 7”.
The JFTC is a trade-industry association with trading companies and trading
organizations as its core members, while the principal function of its
Accounting & Tax Committee is to respond to developments in domestic and
international accounting standards. (Member companies of the Accounting &
Tax Committee of JFTC are listed at the end of this document.)

General Comments

This Exposure Draft has been released as part of the Disclosure Initiative.
However, given that the Disclosure Initiative research project is in the
process of fundamentally reviewing IAS 7: Statement of Cash Flows, we
believe it is not very meaningful to separately revise in advance the points

brought up in this Exposure Draft.

The purpose of this Exposure Draft is to meet investor needs for disclosure of
Liquidity risk. Instead of revising only those portions that relate to
information pertaining to cash flow statements, we believe it would be

appropriate to examine the best approach to disclosure of liquidity risk per



se, taking into account the definitions of debt and cash available to settle

debt.

Specific Comments

Question 1

Response: For the following reasons, we do not agree with the proposed

amendments.

Regarding Paragraph 44A

e Usefulness of Information

The Exposure Draft calls for disclosure of reconciliation of components of
financing activities (excluding equity items). The purpose of this
requirement is unclear, and it is difficult to think that the disclosure of

reconciliation would directly meet the needs of investors.

In particular, we believe disclosure of reconciliation limited to components of
financing activities would not sufficiently meet the needs of investors who
require information on fluctuation in net debt to understand the liquidity

risk of an entity.

On the other hand, IFRS 7 sufficiently provides for disclosure of the liquidity
risk of entities. We believe this disclosure adequately meets the needs of

1nvestors.

Moreover, the proposed reconciliation of debt goes no further than to add
information on non-cash items to information that is already being disclosed
in statement of cash flows and statement of financial position. For this
reason also, we believe this information will not contribute to the stated

purpose.



With regard to non-cash items, additional information made available to
investors would be limited, as disclosures on obtaining or losing control of
subsidiaries or other businesses, and significant noncash transactions
pertaining to investing and financing activities, including lease transactions,
are already mandated.

Furthermore, with regard to reconciliation of lease liabilities, this was
previously proposed in the revised Exposure Draft on Leases in 2013 and
was rejected in the Board meeting of January 2015. We believe it is
unnecessary to once again deliberate on this issue in the context of the
present Exposure Draft.

* Scope of Financing Activities and Debt

IAS 7 provides a very broad scope for financing activities. With regard to
debt, given that no definition is provided in IFRS, it would seem that
disclosure with high comparability would be difficult to achieve. Instead of
proposing minor improvements in disclosure as found in this Exposure Draft,
we believe that the need for disclosure should be reexamined following
clarification of pertinent definitions.

* Cost of Preparation

Reconciliation proposed in this Exposure Draft is a purely new addition to
disclosure requirements. Reconciliation would have to be prepared after the
completion of statement of financial position and statement of
comprehensive income, and may therefore place a larger than expected
additional burden on preparers of financial statements. On the other hand,
as we have already stated under “Usefulness of Information,” it 1is
questionable whether reconciliation would meet investor needs. Therefore,
also from the cost-benefit perspective, we do not agree with disclosure of

reconciliation.



Regarding Paragraph 50A

With regard to “restrictions that affect the decisions of an entity to use cash
and cash equivalent balances” as proposed in this Exposure Draft, we find
the proposal to be ambiguous and lacking in concrete criteria. Moreover, the
purpose of disclosure is unclear. The current standard already requires
disclosure of the amount of significant cash and cash equivalent balances
that are not available for use. Therefore, we believe that information on the
above-mentioned restrictions is already being sufficiently disclosed.

The proposal for disclosure of quantitative information includes tax
Liabilities that would arise on the repatriation of foreign cash and cash
equivalent balances. It should be noted, however, that entities do not
necessarily base their decisions on the absolute value of tax liabilities. Hence,
the usefulness of information obtained cannot be said to be high in
comparison with the cost of collecting information for disclosure.

Question 2

Response: We have no comment, as we do not agree with Question 1.

Question 3

Response: We have no comment, as we do not agree with Question 1.

Question 4

Response to (a):

The proposals contained in this Exposure Draft may be revised based on
comments received. Therefore, the proposed IFRS Taxonomy Update should
be published after release of the finalized standard.

Response to (b): We have no comment, as we do not agree with Question 1.
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