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Document No. 79
January 11, 2022
To the International Accounting Standards Board
Accounting & Tax Committee

Japan Foreign Trade Council, Inc.

Comments on the Exposure Draft “Disclosure Requirements in IFRS Standards
—A Pilot Approach (Proposed amendments to IFRS 18 and IAS 19)”

The following are the comments from the Accounting & Tax Committee of Japan Foreign
Trade Council (JFTC) regarding the International Accounting Standards Board
(IASB)’s Exposure Draft “Disclosure Requirements in IFRS Standards—A Pilot Approach
(Proposed amendments to IFRS 13 and IAS 19)”. 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 1—Using overall disclosure objectives

Paragraphs DG5-DG7 of this Exposure Draft explain how the Board proposes to use

overall disclosure objectives in future.

(a) Do you agree that the Board should use overall disclosure objectives within IFRS
Standards in future? Why or why not?

() Do you agree that overall disclosure objectives would help entities, auditors and

regulators determine whether information provided in the notes meets overall

user information needs? Why or why not?

(a)
We agree.

Setting out the disclosure objectives in each IFRS Standard would help with determining

the necessity of disclosure and lead to enhancing the relevance of information.

(b)

We agree.
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However, while we think this would help preparers in determining the necessity of
disclosure, there are concerns that the practical burden might increase. That is because, as
stated in our response to Question 3 below, there would be an increasing number of cases
where preparers have different determinations or opinions from auditors or regulators
regarding whether the provided disclosure is sufficient to meet the overall user information
needs. Therefore, we request that the Board consider adding examples and guidance that
show the IASB’s view, in particular on cases in which the judgment of materiality differs

between preparers and others.

Question 2—Using specific disclosure objectives and the disclosure problem
Paragraphs DG8-DG10 of this Exposure Draft explain how the Board proposes to use
specific disclosure objectives in future.

(a) Do you agree that specific disclosure objectives, and the explanation of what the
information is intended to help users do, would help entities apply judgements
effectively when preparing their financial statements to:

(i) provide relevant information;

(ii) eliminate irrelevant information; and

(iii) communicate information more effectively?

Why or why not? If not, what alternative approach would you suggest and why?

(b) Do you agree that specific disclosure objectives, and the explanation of what the
information is intended to help users do, would provide a sufficient basis for

auditors and regulators to determine whether an entity has applied judgements

effectively when preparing their financial statements? Why or why not?

(a)(b)

As there are a wide variety of user needs depending on the user’s position and

circumstances as well as the target companies, we cannot determine whether the
explanations stated in this Exposure Draft are enough to provide a sufficient basis.

Nevertheless, we agree because we think they would help and support judgment.

Question 3—Increased application of judgement

Paragraphs DG2-DG3 and DG8-DG13 of this Exposure Draft explain why, in future,

the Board proposes to:

(a) use prescriptive language to require an entity to comply with the disclosure
objectives.

(b) typically use less prescriptive language when referring to items of information to

meet specific disclosure objectives. An entity, therefore, would need to apply
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judgement to determine the information to disclose in its circumstances.

This approach is intended to shift the focus from applying disclosure requirements like
a checklist to determining whether disclosure objectives have been satisfied in the
entity’s own circumstances. Paragraphs BC188-BC191 of the Basis for Conclusions
describe the likely effects of this approach on the behaviour of entities, auditors and
regulators towards disclosures in financial statements. Paragraphs BC192-BC212 of
the Basis for Conclusions describe the likely effects of this approach on the quality of
financial reporting, including the cost consequences of the approach.

(a) Do you agree with this approach? Why or why not? If not, what alternative
approach do you suggest and why?

(b) Do you agree that this approach would be effective in discouraging the use of
disclosure requirements in IFRS Standards like a checklist? Why or why not?

() Do you agree that this approach would be effective in helping to address the
disclosure problem? For example, would the approach help entities provide
decision-useful information in financial statements? Why or why not?

(d) Do you agree that this approach would be operational and enforceable in practice?
Why or why not?

(e) Do you have any comments on the cost of this approach, both in the first year of
application and in subsequent years? Please explain the nature of any expected
incremental costs, for example, changes to the systems that entities use to produce
disclosures in financial statements, additional resources needed to support the
increased application of judgement, additional audit costs, costs for users in

analysing information, or changes for electronic reporting.

(a)
We agree.

In light of the objective of this Exposure Draft, we think it is effective to make the
distinction between using prescriptive language when requiring entities to comply with
the disclosure objectives and using less prescriptive language when the judgment of the
preparer is needed concerning the items of information. Whereas the phrase “while not
mandatory” is used as less prescriptive language in the Exposure Draft, using even less
prescriptive expressions like “as an example of useful information” would be more

effective in making it clear that preparers need to apply judgement.

(b)(c)(d)

We do not agree, because we believe that the following problems may occur even if
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complying with the statements in this Exposure Draft:

(1) Itis possible that when examining the necessity of disclosure of non-mandatory items,
the preparer may consider that the cost of disclosing all items of information is less
than the cost of determining whether specific disclosure objectives have been satisfied
even if the preparer does not disclose them from the perspective of materiality. In
addition, there is a possibility that after examining relevant disclosures at the time of

initial application, the examination results may be used like a checklist.

(2) There are concerns that if specific disclosure objectives are too much compared with
overall disclosure objectives, they may be used like a checklist, and the present
disclosure problem of “too much irrelevant information” and “ineffective
communication of the information provided” may not be resolved. Therefore, to
enable preparers to provide highly relevant information in accordance with individual
circumstances, it is desirable either to select carefully, as specific disclosure
objectives, information that can be widely used and is truly needed by wide-ranging
users while increasing items of information to meet specific disclosure objectives, or

to use less prescriptive language for specific disclosure objectives.

(3) If the format of listing information separately into “information that an entity is
required to disclose” and “information that an entity may disclose” remains, there are
concerns that the effect of applying disclosure requirements like a checklist may also
remain unless the precedence of applying paragraph 31 of IAS 1 is clarified. We
therefore request that, whereas paragraph DG11 sets out that the Board will identify
items of information required to be disclosed to meet specific disclosure objectives,
the fact that applying the comprehensive concept of materiality to disclosure
(paragraph 31 of IAS 1) takes precedence over it be presented more explicitly in [FRS

so as to make the approach effective.

(4) As the detailed information needs of a wide variety of users cannot be grasped,
preparers and auditors may become more divided in their opinions of whether
information is relevant or disclosure needs have been satisfied and may have difficulty
gaining mutual agreement and understanding. In that case, there is a possibility that
non-mandatory items may be treated in practice as if they were required to be
disclosed. As this may result in continued disclosure of too much irrelevant
information, using the management approach to judgment of the necessity of

disclosure may be a solution.
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(e)

We are concerned about the incremental costs listed below, with a particularly significant
increase in the first year of application. Accordingly, to help the judgment of materiality,
we request that the Board consider the addition of supplementary explanations (guidance),
including the addition of examples, of under what circumstances an entity shall judge that

information is material to meet the specific disclosure objective.

(1) The costs related to judgment and analysis of materiality in the preparer’s own

circumstances.

(2) The costs related to increased audit procedures by the preparer and the auditor
(explanations and examinations of judgment of the necessity of disclosures, as well

as necessary additional discussions when their judgments differ).

(3) The costs of modifying the systems used for aggregation as a result of changes in

disclosures.

Question 4—Describing items of information to promote the use of judgement

The Board proposes to use the following less prescriptive language when identifying
items of information: ‘While not mandatory, the following information may enable an
entity to meet the disclosure objective’. Paragraph BC19-BC26 of the Basis for
Conclusions describe the Board’s reasons for this language and alternative options
that the Board considered.

Do you agree that the proposed language is worded in a way that makes it clear that
entities need to apply judgement to determine how to meet the specific disclosure
objective? If not, what alternative language would you suggest and why?

N/A

Question 5—Other comments on the proposed Guidance

Paragraphs BC27-BC56 of the Basis for Conclusions describe other aspects of how
the Board proposes to develop disclosure requirements in IFRS Standards in future
applying the proposed Guidance. Paragraphs BC188-BC212 of the Basis for
Conclusions explain the expected effects of any disclosure requirements developed
using the proposed Guidance.

Do you have any other comments on these aspects? Please indicate the specific

paragraphs or group of paragraphs to which your comments relate (if applicable).

—RAEEA BABSR
Japan Foreign Trade Council, Inc.



We request the following additional examinations in order to make the approach effective:

(1) Considerations of the cost-benefit balance

Applying the proposed amendments to IFRS 13 and IAS 19 would, from the perspective
of the preparer, lead to a significant increase in the practical burden and costs. The
background to the incremental costs is thought to be the increase in disclosure
requirements as a result of widely reflecting what users requested in outreach. Still, when
examining disclosure requirements, greater consideration should be given to the
perspective of cost in the cost-benefit balance. This means that it is desirable to consider
the preparer’s practical burden and costs, and make a careful selection of the requirements
that use prescriptive language. We think this would also contribute to eliminating too much
irrelevant information.

(2) Operation at auditors and regulators

It is necessary to ensure that audit standards, audit corporations’ manuals, and so forth are
also amended in sync and coordination with [FRS to prevent a checklist procedure. This
involves the incorporation of procedures for auditors and regulators to determine whether
disclosed items are material and assess whether the identification of material disclosure
items is obscured by the disclosure of immaterial items or not. We also request that the
IASB hold thorough discussions with auditors and regulators on whether entities are
allowed to not disclose non-mandatory items of information that are not material. The
Board should then discuss and coordinate with audit standard-setting bodies, regulators,
and other related parties as needed, assess whether sufficient conviction is gained
regarding the feasibility of operation, and provide detailed explanation in Basis for

Conclusions, etc.

(3) Securing comparability

As a means of improving comparability for users, it may be an option to give room for

preparers to judge the necessity of disclosures from the disclosure of similar entities.

Question 6—Overall disclosure objective for assets and liabilities measured at fair
value in the statement of financial position after initial recognition

Paragraphs BC62-BC73 of the Basis for Conclusions describe the Board’s reasons for

proposing the overall disclosure objective for assets and liabilities measured at fair
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value in the statement of financial position after initial recognition.
Do you agree that this proposed objective would result in the provision of useful
information that meets the overall user information needs about assets and liabilities

measured at fair value in the statement of financial position after initial recognition?

If not, what alternative objective do you suggest and why?
N/A

Question 7—Specific disclosure objectives for assets and liabilities measured at fair

value in the statement of financial position after initial recognition

Paragraphs BC74-BC97 of the Basis for Conclusions describe the Board’s reasons for

proposing the specific disclosure objectives about assets and liabilities measured at

fair value in the statement of financial position after initial recognition, and discuss
approaches that the Board considered but rejected.

(a) Do you agree that the proposed specific disclosure objectives capture detailed user
information needs about assets and liabilities measured at fair value in the
statement of financial position after initial recognition? Why or why not? If not,
what changes do you suggest?

(b) Do you agree that the proposed specific disclosure objectives would result in the
provision of information about material fair value measurements and the
elimination of information about immaterial fair value measurements in financial
statements? Why or why not?

(c) Do you agree that the benefits of the specific disclosure objectives would justify the
costs of satisfying them? Why or why not? If you disagree, how should the objectives
be changed so that the benefits justify the costs? Please indicate the specific
disclosure objective(s) to which your comments relate.

(d) Do you have any other comments on the proposed specific disclosure objectives?

Please indicate the specific disclosure objective(s) to which your comments relate

()(b)(c)
N/A

(d)

Among the proposed specific disclosure objectives, the disclosure regarding reasonably

possible alternative fair value measurements stipulated in paragraph 111 should be deleted.

The stipulation and the amended Example 19 suggest a disclosure substantially similar to

that of a sensitivity analysis and would result in increasing practical costs. Such
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information is not necessarily needed by users and would also contradict paragraphs BC88

and BC85 that emphasise the costs of preparing information.

Question 8—Information to meet the specific disclosure objectives for assets and
liabilities measured at fair value in the statement of financial position after initial
recognition

Paragraphs BC74-BC97 of the Basis for Conclusions describe the Board’s reasons for

proposing the items of information to meet the specific disclosure objectives about

assets and liabilities measured at fair value in the statement of financial position after
initial recognition, and discuss information that the Board considered but decided not
to include.

(a) Do you agree that entities should be required to disclose the proposed items of
information in paragraphs 105, 109 and 116 of the [Draft] amendments to IFRS
13? Why or why not? If not, what changes do you suggest and how would they help
an entity to meet the specific disclosure objective?

(b) Do you agree with the proposed items of information that are not mandatory but
may enable entities to meet each specific disclosure objective? Why or why not? If

not, what changes do you suggest and how would they help an entity to meet the

specific disclosure objective.

(a)

With regard to the tabular reconciliation of Level 3 fair value measurements set out in

paragraph 116, we do not agree with continuing to make it a requirement.

We understand that a tabular reconciliation of the fair value of assets measured based on
unobservable inputs has some benefit for users. However, while a tabular reconciliation
of Level 3 fair value measurements incurs significant practical costs for preparers, there
are no needs for detailed information concerning immaterial Level 3 fair value

measurements, which we regard as a cause of the increasing irrelevant information.

(b)

We do not agree with uniformly requiring, as a non-mandatory item, disclosure related to
changes in fair value measurements other than those categorised in Level 3, as laid down
in paragraph 117(a). As stated in paragraph BC96, we understand that what users
additionally require is information that is categorised in Level 2 but for which the
categorisation is close to Level 3. If that point is not supplemented in items of information,

it might result in the disclosure of a large volume of irrelevant information.
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Question 9—Specific disclosure objective for assets and liabilities not measured at fair
value in the statement of financial position but for which fair value is disclosed in the
notes

Paragraphs BC98-BC99 of the Basis for Conclusions describe the Board’s reasons for

proposing the specific disclosure objective for assets and liabilities not measured at

fair value in the statement of financial position but for which fair value is disclosed in
the notes.

(a) Do you agree that the proposed specific disclosure objective captures detailed user
information needs about assets and liabilities not measured at fair value in the
statement of financial position but for which fair value is disclosed in the notes?
Why or why not? If not, what changes do you suggest?

(b) Do you agree that this proposed specific disclosure objective would result in the
provision of useful information about assets and liabilities not measured at fair
value but for which fair value is disclosed in the notes? Why or why not?

(c) Do you agree that the benefits of the specific disclosure objective would justify the
costs of satisfying it? Why or why not? If you disagree, how should the objective be
changed so that the benefits justify the costs?

(d) Do you have any other comments about the proposed specific disclosure objective?

N/A

Question 10—Information to meet the specific disclosure objective for assets and
liabilities not measured at fair value in the statement of financial position but for
which fair value is disclosed in the notes

Paragraph BC100 of the Basis for Conclusions describes the Board’s reasons for

proposing the items of information to meet the specific disclosure objective about

assets and liabilities not measured at fair value in the statement of financial position
but for which fair value is disclosed in the notes.

(a) Do you agree that entities should be required to disclose the proposed items of
information in paragraph 120 of the [Draft] amendments to IFRS 13? Why or why
not? If not, what changes do you suggest and how would they help an entity to meet
the specific disclosure objective?

(b) Do you agree with the proposed items of information that are not mandatory but
may enable entities to meet the specific disclosure objective? Why or why not? If

not, what changes do you suggest and how would they help an entity to meet the

specific disclosure objective?
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(a)
We do not agree.

In regard to information about assets and liabilities not measured at fair value in the
statement of financial position but for which fair value is disclosed in the notes, paragraph
BC98 states that the primary purpose of using such information is for users to prepare
enterprise value calculations. However, if the enterprise value calculation is the primary
purpose, it should be sufficient to provide information on the nature and other
characteristics of the item and the difference between the fair value and the carrying
amount. If that is the case, mandating disclosure by level of the fair value hierarchy could
result in the costs exceeding the benefits. It is desirable not to use prescriptive language

but to present this as an example of a non-mandatory item.

(b)
N/A

Question 11—Other comments on the proposed amendments to IFRS 13

Do you have any other comments on the proposed amendments to IFRS 13 in this
Exposure Draft, including the analysis of the effects (paragraphs BC214-BC215 of the
Basis for Conclusions) and the Illustrative Examples accompanying the Exposure
Draft?

As mentioned in our response to Question 7(d), paragraph BCS88 refers to feedback from

users that they do not always use the detailed sensitivity analyses disclosed pursuant to
the current paragraph 93(h). As a result, the requirement for these analyses has been
deleted and, instead, the disclosure of the range of alternative fair value measurements is
given as an example in paragraph 113(b). However, no sufficient explanation is provided

of the reasons why and the conditions whereby these analyses are not used.

We consider it desirable for the Board to add a statement to paragraph 113(b) or elsewhere
in the form of a supplementary explanation regarding the circumstances whereby

disclosing the range of alternative fair value measurements would be more useful.

Question 12—Overall disclosure objective for defined benefit plans
Paragraphs BC107-BC109 of the Basis for Conclusions describe the Board’s reasons

for proposing the overall disclosure objective for defined benefit plans.

Do you agree that this proposed objective would result in the provision of useful
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information that meets the overall user information needs about defined benefit

plans? If not, what alternative objective do you suggest and why?
N/A

Question 13—Specific disclosure objectives for defined benefit plans

Paragraphs BC110-BC145 of the Basis for Conclusions describe the Board’s reasons

for proposing the specific disclosure objectives about defined benefit plans, and discuss

approaches that the Board considered but rejected.

(a) Do you agree that the proposed specific disclosure objectives capture detailed user
information needs about defined benefit plans? Why or why not? If not, what
changes do you suggest?

(b) Do you agree that the proposed specific disclosure objectives would result in the
provision of relevant information and the elimination of irrelevant information
about defined benefit plans in financial statements? Why or why not?

(c) Do you agree that the benefits of the specific disclosure objectives would justify the
costs of satisfying them? Why or why not? If you disagree, how should the objectives
be changed so that the benefits justify the costs? Please indicate the specific
disclosure objective(s) to which your comments relate.

(d) Do you have any other comments on the proposed specific disclosure objectives?

Please indicate the specific disclosure objective(s) to which your comments relate.

(2)

We do not agree.

We think that the “future payments to members of defined benefit plans that are closed to
new members” provided for in paragraphs 147N to 147P, which is one of the specific
disclosure objectives, has little relevance to the overall disclosure objectives for some
entities. Hence, it is desirable to include this in paragraph 147L, which sets out the items

of information to meet the specific disclosure objective stated in paragraph 147J.

(b)
We do not agree.

As stated in our responses to other questions, the inclusion of items with comparatively
low relevance in specific disclosure objectives would impede the elimination of irrelevant
information at some entities. Therefore, we consider it appropriate to include items

deemed to have comparatively low relevance in items of information and leave them up
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to the judgment of each entity.

(c)(d)
N/A.

Question 14—Information to meet the specific disclosure objectives for defined benefit

plans

Paragraphs BC110-BC145 of the Basis for Conclusions describe the Board’s reasons

for proposing the items of information to meet the specific disclosure objectives about

defined benefit plans, and discuss information that the Board considered but decided
not to include.

(a) Do you agree that entities should be required to disclose the proposed items of
information in paragraphs 147F, 147M and 147V of the [Draft] amendments to IAS
19?7 Why or why not? If not, what changes do you suggest and how would they help
an entity to meet the specific disclosure objectives?

(b) Do you agree with the proposed items of information that are not mandatory but
may enable entities to meet each specific disclosure objective? Why or why not? If
not, what changes do you suggest and how would they help an entity to meet the
specific disclosure objective?

(a)

Paragraph 147D requires the disclosure of the amounts, and components of those amounts,

arising from defined benefit plans during the reporting period in the statements of financial
position, financial performance, and cash flows. Although paragraph 147E(b) states that
the information is intended to help users identify amounts to include in their analyses,
there seems to be little significance in requiring both items as components of a tabular
reconciliation for the plan assets and liabilities. Thus, to clarify user needs, the explanation

of what types of analyses intended should be explicitly stipulated in the Standard.

Question 15—O0verall disclosure objective for defined contribution plans

Paragraphs BC156-BC158 of the Basis for Conclusions describe the Board’s reasons
for proposing the overall disclosure objective for defined contribution plans.

Do you agree that this proposed objective would result in the provision of useful

information that meets the overall user information needs about defined contribution

plans? If not, what alternative objective do you suggest and why?
N/A
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Question 16—Disclosures for multi-employer plans and defined benefit plans that
share risks between entities under common control

Paragraphs BC159-BC166 of the Basis for Conclusions describe the Board’s reasons
for proposing which disclosure objectives should apply for multi-employer plans and
defined benefit plans that share risks between entities under common control.

Do you agree that these proposals would result in the provision of useful information

that meets the overall user information needs about these plans? If not, what

alternative approach do you suggest and why?

(a)

We do not agree.

If an entity accounts for its participation in a multi-employer defined benefit plan as if it
were a defined contribution plan, the risk of the entity may not be material and the entity
may have difficulty obtaining information regarding the plan. In that case, even if
information is disclosed in accordance with the defined benefit plan, that information is
not useful as it is immaterial. Also, if the entity has no information, additional costs are
required to obtain it, presumably resulting in the benefits not exceeding the costs.
Consequently, in such cases, the disclosure should comply with the overall disclosure

objectives for defined contribution plans.

Question 17—Disclosures for other types of employee benefit plans

Paragraphs BC167-BC170 of the Basis for Conclusions describe the Board’s reasons
for proposing the overall disclosure objectives for other types of employee benefit
plans.

Do you agree that these proposals would result in the provision of useful information
that meets the overall user information needs about these plans? If not, what
alternative approach do you suggest and why?

N/A

Question 18—Other comments on the proposed amendments to IAS 19
Do you have any other comments on the proposed amendments to IAS 19 in this

Exposure Draft, including the analysis of the effects (paragraph BC216 of the Basis

for Conclusions) and the Illustrative Examples accompanying the Exposure Draft?

N/A
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