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Document No.50
July 18, 2023
To the International Accounting Standards Board
Accounting & Tax Committee

Japan Foreign Trade Council, Inc.

Comments on the Exposure Draft
“Amendments to the Classification and Measurement of Financial Instruments
(Proposed amendments to IFRS 9 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 “Amendments to the Classification and Measurement of Financial
Instruments (Proposed amendments to IFRS 9 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 —Derecognition of a financial liability settled through electronic transfer

Paragraph B3.3.8 of the draft amendments to IFRS 9 proposes that, when specified criteria
are met, an entity would be permitted to derecognise a financial liability that is settled using
an electronic payment system although cash has yet to be delivered by the entity.
Paragraphs BC5-BC38 of the Basis for Conclusions explain the IASB’s rationale for this
proposal.

Do you agree with this proposal? If you disagree, please explain what aspect of the proposal

you disagree with. What would you suggest instead and why?

We agree.

* We agree with this proposal because clarifying the criteria to derecognise a financial
liability is a treatment for the practical convenience of entities needs and contributes to

the accounting judgment of entities.
*  However, if this is applied, we request the following points from the perspective of
avoiding variations in practice.
» The definition of “electronic payment system” should be clarified.
» The treatment of the financial assets (cash and deposits, etc.) that are
commensurate with the derecognised financial liability is unclear, and we think it
should be clarified that the commensurate financial assets should be derecognised at

the same time.

Question 2—Classification of financial assets—contractual terms that are consistent with

a basic lending arrangement

Paragraphs B4.1.8A and B4.1.10A of the draft amendments to IFRS 9 propose how an entity

would be required to assess:

(a) interest for the purposes of applying paragraph B4.1.7A; and

(b) contractual terms that change the timing or amount of contractual cash flows for the
purposes of applying paragraph B4.1.10.

The draft amendments to paragraphs B4.1.13 and B4.1.14 of IFRS 9 propose additional

examples of financial assets that have, or do not have, contractual cash flows that are solely

payments of principal and interest on the principal amount outstanding.

Paragraphs BC39-BC72 of the Basis for Conclusions explain the IASB’s rationale for these

proposals.

Do you agree with these proposals? Why or why not? If you disagree, please explain what

aspect of the proposals you disagree with. What would you suggest instead and why?
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We agree.

* We agree with this proposal because it is primarily intended to clarify the classification of

ESG-related financial instruments, and its contents contribute to the accounting

judgment of entities.

Question 3—Classification of financial assets—financial assets with non-recourse features

The draft amendments to paragraph B4.1.16 of IFRS 9 and the proposed addition of
paragraph B4.1.16A enhance the description of the term ‘non-recourse’.

Paragraph B4.1.17A of the draft amendments to IFRS 9 provides examples of the factors
that an entity may need to consider when assessing the contractual cash flow characteristics
of financial assets with non-recourse features.

Paragraphs BC73—-BC79 of the Basis for Conclusions explain the IASB’s rationale for these
proposals.

Do you agree with these proposals? Why or why not? If you disagree, please explain what

aspect of the proposals you disagree with. What would you suggest instead and why?

We agree.

* We agree with this proposal because it clearly indicates the way of thinking regarding
contracts containing non-recourse features when assessing the interest and the
contractual terms that change the timing or amount of cash flows added in Question 2,

and its contents contribute to the accounting judgment of entities.

Question 4—Classification of financial assets—contractually linked instruments

The draft amendments to paragraphs B4.1.20-B4.1.21 of IFRS 9, and the proposed

addition of paragraph B4.1.20A, clarify the description of transactions containing multiple
contractually linked instruments that are in the scope of paragraphs B4.1.21-

B4.1.26 of IFRS 9.

The draft amendments to paragraph B4.1.23 clarify that the reference to instruments in the
underlying pool can include financial instruments that are not within the scope of the
classification requirements of IFRS 9.

Paragraphs BC80—-BC93 of the Basis for Conclusions explain the IASB’s rationale for these
proposals.

Do you agree with these proposals? Why or why not? If you disagree, please explain what

aspect of the proposals you disagree with. What would you suggest instead and why?
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We agree.

*  We agree with this proposal because the clarification of the contents of contractually

linked instruments contributes to the accounting judgment of entities.

Question 5—Disclosures—investments in equity instruments designated at fair value

through other comprehensive income

For investments in equity instruments for which subsequent changes in fair value are

presented in other comprehensive income, the Exposure Draft proposes amendments to:

(a) paragraph 11A(c) of IFRS 7 to require disclosure of an aggregate fair value of equity
instruments rather than the fair value of each instrument at the end of the reporting
period; and

(b) paragraph 11A(f) of IFRS 7 to require an entity to disclose the changes in fair value
presented in other comprehensive income during the period.

Paragraphs BC94-BC97 of the Basis for Conclusions explain the IASB’s rationale for these

proposals.

Do you agree with these proposals? Why or why not? If you disagree, please explain what

aspect of the proposals you disagree with. What would you suggest instead and why?

(a) We agree.
(b) We do not agree.

We understand the significance of disclosure regarding changes in the fair value of
investments in equity instruments for which subsequent changes in fair value are
presented in other comprehensive income.

*  However, regarding “the amount of change in the fair value during the period,” this is
disclosed incorporated in other comprehensive income in the Statement of Comprehensive
Income, and regarding “derecognised investment,” disclosure similar to this proposal is
already required in paragraph 11B(c), so we think that this proposal’s usefulness to users
of financial statements is limited.

*  Consequently, we do not agree with this proposal because it does not have a balance
between the convenience to users of financial statements from requiring the additional

disclosure and the additional burden on entities and auditors.

10

—iRHEEAN BEESR
Japan Foreign Trade Council, Inc.



JFTC

Question 6—Disclosures—contractual terms that could change the timing or amount of

contractual cash flows

Paragraph 20B of the draft amendments to IFRS 7 proposes disclosure requirements for
contractual terms that could change the timing or amount of contractual cash flows on the
occurrence (or non-occurrence) of a contingent event. The proposed requirements would
apply to each class of financial asset measured at amortised cost or fair value through other
comprehensive income and each class of financial liability measured at amortised cost
(paragraph 200).

Paragraphs BC98-BC104 of the Basis for Conclusions explain the IASB’s rationale for this
proposal.

Do you agree with this proposal? Why or why not? If you disagree, please explain what aspect

of the proposal you disagree with. What would you suggest instead and why?

We do not agree.

*  Disclosure regarding this proposal under the circumstances where the likelihood of the

occurrence of a contingent event is uncertain could be misleading to users of financial
statements, and there are doubts about the usefulness of requiring this disclosure.

*  Also, because the disclosure of financial instruments is wide-ranging, not limited to this
proposal, we would like you to examine disclosure requirements that are optimal overall,

besides just adding necessary items individually.

Question 7—Transition

Paragraphs 7.2.47-7.2.49 of the draft amendments to IFRS 9 would require an entity to
apply the amendments retrospectively, but not to restate comparative information. The
amendments also propose that an entity be required to disclose information about financial
assets that changed measurement category as a result of applying these amendments.
Paragraphs BC105-BC107 of the Basis for Conclusions explain the IASB’s rationale for
these proposals.

Do you agree with these proposals? Why or why not? If you disagree, please explain what

aspect of the proposals you disagree with. What would you suggest instead and why?

We agree.

11

—iRHEEAN BEESR
Japan Foreign Trade Council, Inc.



Japan Foreign Trade Council, Inc.
Kasumigaseki Common Gate West Tower 20F
3-2-1, Kasumigaseki, Chiyoda-ku,

Tokyo 100-0013, Japan

Website: https!//www.jftc.or.jp/english/home e.htm

Members of the Accounting & Tax Committee
CBC Co., Ltd.

Chori Co., Ltd.

Hanwa Co., Ltd.

Honda Trading Corporation
Inabata & Co., Litd.

Itochu Corporation

Iwatani Corporation

JFE Shoji Trade Corporation
Kanematsu Corporation
Kowa Company, Ltd.
Marubeni Corporation
Mitsubishi Corporation
Mitsui & Co., Ltd.

Nagase & Co., Ltd.

Nippon Steel Trading Corporation
Nomura Trading Co., Ltd.
Shinyei Kaisha

Sojitz Corporation
Sumitomo Corporation
Toyota Tsusho Corporation

Yuasa Trading Co., Ltd.

12

—iRHEEAN BEESR
Japan Foreign Trade Council, Inc.



