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Document No. 29
August 8th, 2023

To the International Sustainability Standards Board

Japan Foreign Trade Council, Inc.

Comments on the Exposure Draft “IFRS Sustainability Disclosure Standard -
Methodology for Enhancing the International Applicability of the SASB Standards
and SASB Standards Taxonomy Update”

JFTC is a trade-industry association with Japanese trading and investment companies (so
called Shosha*) and trading organizations. The following are the comments from Japan
Foreign Trade Council (JFTC) regarding the International Sustainability Standards Board
(ISSB)’s Exposure Draft “IFRS Sustainability Disclosure Standard - Methodology for
Enhancing the International Applicability of the SASB Standards and SASB Standards
Taxonomy Update”.

*) Shosha, which are referred to as Japan's unique corporate form, have been importing
foreign solutions (goods and services) into Japan and developing Japanese solutions
overseas. In addition to traditional trade in goods, Shosha have recently been making a
larger share of business investment, creating a variety of businesses by utilizing various
functions in both trade and business investment.

Another characteristic of the Shosha business is its value chain strategy. This means being
involved in a wide range of businesses in the so-called "upstream to downstream" area,
from the development and procurement of raw materials to manufacturing and processing,
distribution, and sales and service. By participating in businesses related to each other in
this wide range of areas, the company is able to look at the entire business process and
provide functions as needed, thereby increasing customer convenience and developing
businesses with higher added value.

From : Japan Foreign Trade Council, Inc. (JFTC)
Address : Kasumigaseki Common Gate West Tower 20F
3-2-1, Kasumigaseki, Chiyoda-ku,

Tokyo 100-0013, Japan

URL: https://www.jftc.or.jp/english/home_e.htm
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1. Comments on this Exposure Draft:

Question 1—Methodology objective

This Exposure Draft describes the proposed methodology to amend non-climate-related

SASB Standards metrics to enhance their international applicability when they contain a

jurisdiction-specific reference.

(a) Are the scope of the intended enhancements and the objective of the proposed
methodology stated clearly in paragraph 9? If not, why not?

(b) Are the constraints of the objective as listed in paragraph 9 (preserving structure and
intent, decision-usefulness and cost-effectiveness) appropriate? Why or why not?

(c) Should any other objective(s) or constraint(s) be included in the proposed
methodology? If so, what alternative or additional objective(s) or constraint(s) would
you suggest? How would these add value to the proposed methodology?

(a) They are stated clearly.
(b) The constraints of the objective are suitable and appropriate.

(c) Itis not necessary to include any other objectives or constraints.

Question 2—Overall methodology

This Exposure Draft explains the proposed methodology to amend the SASB Standards

metrics to enhance their international applicability when they contain jurisdiction specific

references.

(a) Do you agree that the proposed methodology would enhance the international
applicability of the SASB Standards metrics? If not, what alternative approach do you
suggest and why?

We agree.

Question 3—Revision approaches

This Exposure Draft explains five revision approaches to enhance the international
applicability of non-climate-related SASB Standards metrics. Every disclosure topic,
metric and technical protocol amended using the methodology will apply these five
revision approaches, either individually or in combination. The methodology begins with
Revision Approach 1, which uses internationally recognised frameworks and guidance to
define relevant terms of reference.
(a) Do you agree that replacing jurisdiction-specific references with internationally
recognised frameworks and guidance—if identified—should be the first course of
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(b) If Revision Approach 1 is not feasible, do you agree that using the remaining four
revision approaches would enhance the international applicability of the SASB
Standards? Why or why not?

(c) Could the revised metrics resulting from any specific revision approaches or
combination of approaches pose problems for the preparers applying them? Why or
why not?

action? If not, why not?

(d) Do you agree with the criteria for determining which of the proposed revision
approaches applies in different circumstances? Why or why not? What changes to the
criteria would you recommend and why?

(a) We agree.
(b) We agree.

(c) If the revised metrics enhance international applicability, we think the likelihood of
problems occurring is small.

(d) We agree with the determination criteria because no concerns are expected to emerge.

Question 4—SASB Standards Taxonomy Update objective

This Exposure Draft describes the proposed approach to updating the SASB Standards

Taxonomy to reflect amendments to the SASB Standards.

(a) Do you agree with the proposed methodology to update the SASB Standards
Taxonomy to reflect changes to the SASB Standards? Why or why not? If you do not
agree, what alternative approach would you recommend and why?

(a) We agree because the proposed methodology matches the scope of amendments to the
SASB Standards and the scope of changes to the SASB Standards arising from the
publication of IFRS S2.

Question 5—Future SASB Standards refinements

This Exposure Draft focuses specifically on the first phase of narrow-scope work to

amend the SASB Standards metrics in accordance with the proposed methodology to

enhance their international applicability when they contain jurisdiction-specific

references. In subsequent phases, the ISSB will consider further enhancements to the

SASB Standards to improve their decision-usefulness, balance their cost-effectiveness for

preparers and ensure their international relevance.

(a) What other methods, considerations or specific amendments would be useful to guide
the ISSB’s future work of refining the SASB Standards to support the application of

3

—iHtEEA BAEZ R
Japan Foreign Trade Council, Inc.



JFTC

-

IFRS S1? Why would they be useful?
(b) Do you have any specific comments or suggestions for the ISSB to consider in
planning future enhancements to the SASB Standards?

(a) We think that making the contents of the ISSB, CSRD, and SEC mutually consistent
would be useful for entities and information users in terms of information
comparability and convenience.

(b) We think that making the standards consistent with CSRD, which is presently going
ahead in sustainability disclosure, and with SEC would be desirable for entities and
information users.

2. Comments on the proposed methodology for enhancing the international applicability
of the SASB Standards:

e SASB presents disclosure items for 77 industries. We would like clarification as to
whether companies that are active in multiple business segments (such as Japanese
trading and investment companies) have to make disclosure for all the businesses that
apply or if the main business alone is sufficient. We would like you to understand the
characteristics of conglomerate entities such as trading companies and to give
consideration to the disclosure burden so that large differences do not emerge versus
other industries.

e  We would also like clarification as to the response when new concepts or business
forms that do not fit within the existing industries framework emerge.

e We would like a balanced disclosure framework following the sufficient comparative
consideration of the burden and cost on the disclosure issuer (entity) side and the
benefits of the disclosure users (investors, etc.).

3. Comment on SASB Standards Taxonomy updates:

We have no particular opinion.
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