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Document No.122
March 25, 2022
To the International Accounting Standards Board
Accounting & Tax Committee

Japan Foreign Trade Council, Inc.

Comments on the Exposure Draft “Supplier Finance Arrangements
(Proposed amendments to IAS 7 and IFRS 7)”

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 “Supplier Finance Arrangements (Proposed amendments to IAS 7 and IFRS
7)”. 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.)
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Question 1—Scope of disclosure requirements

The [Draft] Amendments to IAS 7 and IFRS 7 do not propose to define supplier finance

arrangements. Instead, paragraph 44G of the [Draft] Amendments to IAS 7 describes the
characteristics of an arrangement for which an entity would be required to provide the
information proposed in this Exposure Draft. Paragraph 44G also sets out examples of the
different forms of such arrangements that would be within the scope of the Board’s
proposals.

Paragraphs BC5-BC11 of the Basis for Conclusions explain the Board’s rationale for this
proposal.

Do you agree with this proposal? Why or why not? If you disagree with the proposal, please

explain what you suggest instead and why.

We do not agree.

We are concerned that the characteristics of supplier finance arrangements described in
paragraph 44G would unduly broaden the scope of disclosure. The objective of the disclosure
under this paragraph is for an entity to “disclose information about its supplier finance
arrangements that enables users of financial statements to assess the effects of those
arrangements on the entity’s liabilities and cash flows,” as stated in paragraph 44F. In this
regard, if an entity pays a finance provider “at the same date as suppliers are paid” or
arrangements provide “the entity’s suppliers with early payment terms,” no material effects
on the entity’s liabilities and cash flows are expected. For that reason, we propose that
paragraph 44G be amended by deleting “the same date as, or” and “or the entity’s suppliers

)

with early payment terms,” in order to narrow down the supplier finance arrangements

subject to disclosure and thereby fulfill the disclosure objective more appropriately.

Paragraph BC11 adds that receivables and inventory financing arrangements are not
included in the scope of disclosure. However, in paragraph 44G, it is unclear whether
disclosure is required when the funds procured are directly utilized to repay trade payables.
It should therefore be explicitly stated not only in the Basis for Conclusions but also in the
Standard itself that disclosure is not required for the repayment of trade payables using

funds procured through receivables and inventory financing arrangements.

Question 2—Disclosure objective and disclosure requirements

Paragraph 44F of the [Draft] Amendments to IAS 7 would require an entity to disclose

information in the notes about supplier finance arrangements that enables users of financial
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statements to assess the effects of those arrangements on an entity’s liabilities and cash
flows.

To meet that objective, paragraph 44H of the [Draft] Amendments to IAS 7 proposes to
require an entity to disclose:

(a) the terms and conditions of each arrangement;

(b) for each arrangement, as at the beginning and end of the reporting period:

(i) the carrying amount of financial liabilities recognised in the entity’s statement of
financial position that are part of the arrangement and the line item(s) in which
those financial liabilities are presented;

(ii) the carrying amount of financial liabilities disclosed under (i) for which suppliers
have already received payment from the finance providers; and

(iii) the range of payment due dates of financial liabilities disclosed under (i); and

(c) as at the beginning and end of the reporting period, the range of payment due dates of
trade payables that are not part of a supplier finance arrangement.

Paragraph 441 would permit an entity to aggregate this information for different

arrangements only when the terms and conditions of the arrangements are similar.

Paragraphs BC12-BC15 and BC17-BC20 of the Basis for Conclusions explain the Board’s

rationale for this proposal.

Do you agree with this proposal? Why or why not? If you agree with only parts of the

proposal, please specify what you agree and disagree with. If you disagree with the proposal

(or parts of it), please explain what you suggest instead and why.

We do not agree.

Regarding this proposal, we have no objection to disclosing information that meets the
information needs of financial statement users, and agree with paragraphs 44H(a) and
44H(b)() as items satisfy users’ objective of understanding regarding the effects of supplier
finance arrangements on an entity’s liabilities and cash flows as well as liquidity risk. On
the other hand, we do not agree with paragraphs 44H(b)(i), 44H(b)(iii), and 44H(c) for the

following reasons:

(1) Supplier finance is a part of financial liabilities and lacks sufficient materiality to be
disclosed in the notes separately from regular financial liabilities. In addition, the
disclosures required by paragraphs 44H(b)(i), 44H(b)(ii), and 44H(c) would, despite
pertaining to supplementary information, add to preparation costs (practical burdens)
because they include information that is presently not obtained and disclosed. Accordingly,

as the benefits of these disclosures would not outweigh the costs, we do not agree to these
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additional disclosure requirements.

(2) Predicated on the characteristics of supplier finance arrangements in paragraph 44G, the
requirement of paragraph 44H(b)(i) would make arrangements providing the entity’s
suppliers with early payment terms within the scope of disclosure. Even if this disclosure
is required, its scope should be limited to arrangements that provide the entity with
extended payment terms. We therefore propose that paragraph 44H(b)(ii) be amended by
requiring the disclosure of “the carrying amount of financial liabilities that would have
been settled without extension of payment terms if there had not been supplier finance

arrangements.”

(3) As for the requirements of paragraphs 44H(b)(iii) and 44H(c), suppose that an entity
conducts diverse transactions with different payment due dates and has entered into
supplier finance arrangements for only some of those transactions. In that case, the
disclosure objective mentioned earlier would not be met by having the entity disclose the
payment due dates of all financial labilities that are not part of the supplier finance
arrangements and comparing these with the payment due dates of financial liabilities that
are part of the supplier finance arrangements. Even if this disclosure is required, we
believe it should be sufficient for users to be able to understand the extension periods of
payment due dates made possible by using supplier finance arrangements. We therefore
propose that, rather than requiring the disclosure of the respective ranges of payment due
dates separately under paragraphs 44H(b)(iii) and 44H(c), the scope of the disclosure be

changed to the payment periods extended by the arrangements.

Question 3—Examples added to disclosure requirements

Paragraph 44B of the [Draft] Amendments to IAS 7 and paragraphs B11F and IG18 of the

[Draft] Amendments to IFRS 7 propose to add supplier finance arrangements as an example
within the requirements to disclose information about changes in liabilities arising from
financing activities and about an entity’s exposure to liquidity risk, respectively.
Paragraphs BC16 and BC21-BC22 of the Basis for Conclusions explain the Board’s rationale
for this proposal.

Do you agree with this proposal? Why or why not? If you disagree with the proposal, please

explain what you suggest instead and why.

We agree.
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