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Document No. 37
August 29, 2023

To the International Sustainability Standards Board
Japan Foreign Trade Council, Inc.

Comments on the Request for Information
“IFRS Sustainability Disclosure Standard - Consultation on Agenda Priorities”

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 Request for Information “IFRS Sustainability Disclosure Standard - Consultation
on Agenda Priorities”.

*) 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.

Please note that because the Shosha thus span multiple business sectors and develop
businesses from all positions of the supply chain, their material sustainability factors vary
by individual business and their approaches to initiatives and timelines also differ.

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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Question 1—Strategic direction and balance of the ISSB’s activities
Paragraphs 18-22 and Table 1 provide an overview of activities within the scope of the
ISSB’s work.
(a) From highest to lowest priority, how would you rank the following activities?
(1) beginning new research and standard-setting projects
(i1) supporting the implementation of ISSB Standards IFRS S1 and IFRS S2
(iii) researching targeted enhancements to the ISSB Standards
(iv) enhancing the Sustainability Accounting Standards Board (SASB) Standards
(b) Please explain the reasons for your ranking order and specify the types of work the
ISSB should prioritise within each activity.
(¢) Should any other activities be included within the scope of the ISSB’s work? If so,
please describe these activities and explain why they are necessary.

(a) 1. (i) beginning new research and standard-setting projects
1. (ii) supporting the implementation of ISSB Standards IFRS S1 and IFRS S2
3. (iii) researching targeted enhancements to the ISSB Standards
4. (iv) enhancing the Sustainability Accounting Standards Board (SASB) Standards

(b)

e Because the burden on entities from setting new standards is great, we would like you
to follow up including the release of best practices and Q&A that contribute to
spreading the understanding of S1, S2, and other ISSB Standards.

e On the other hand, as sustainability disclosure standards such as the CSRD already
exist, it is important for theme subsequent to S2 to be implemented by the ISSB at an
early time so that the disclosure standards of a particular region do not become the de
facto standards.

e Considering that the ESRS disclosure standards are already developed for themes
other than climate change in the EU CSRD, which entities conducting business in the
EU must comply with, we think that giving priority to “beginning new research and
standard-setting projects” and having the ISSB formulate standards that are consistent
with the ESRS at an early time would limit confusion among information users and
preparers.

e While we think that “supporting the implementation of ISSB Standards IFRS S1 and
IFRS S2” and “researching targeted enhancements to the ISSB Standards” are also
important, regarding the former, the SSBJ is already having appropriate
communication with the ISSB and preparing the implementation of standards in
Japan, and regarding material topics among the latter, these may be covered in
discussions on relevance and connectivity with S1 and S2 in new standard-setting
projects. Consequently, regarding these, it is desirable to continue detailed activities
to spread S1 and S2 and to advance “beginning new research and standard-setting
projects.”
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(c)

e Because a profusion of disclosure standards is undesirable for entities and
information users, it is desirable that the CSRD, ISSB, and SEC are mutually
consistent.

e Aside from the proposed activities, we would like the “interoperability between the
ISSB Standards and other sustainability disclosure standards (CSRD, etc.)” to be
prioritized and advanced from the perspective of reducing the reporting workload,
cost, and other burdens on entities.

Question 2—Ceriteria for assessing sustainability reporting matters that could be added to
the ISSB’s work plan

Paragraphs 23-26 discuss the criteria the ISSB proposes to use when prioritising
sustainability-related reporting issues that could be added to its work plan.

(a) Do you think the ISSB has identified the appropriate criteria?

(b) Should the ISSB consider any other criteria? If so what criteria and why?

(a) Yes, we do.

(b) The ISSB does not need to consider any other criteria.

Question 3— New research and standard-setting projects that could be added to the ISSB’s

work plan

Paragraphs 27-38 provide an overview of the ISSB’s approach to identifying

sustainability-related research and standard-setting projects. Appendix A describes each

of the proposed projects that could be added to the ISSB’s work plan.

(a) Taking into account the ISSB’s limited capacity for new projects in its new two-year
work plan, should the ISSB prioritise a single project in a concentrated effort to make
significant progress on that, or should the ISSB work on more than one project and
make more incremental progress on each of them?

(1) Ifasingle project, which one should be prioritised? You may select from the four
proposed projects in Appendix A or suggest another project.

(i1) If more than one project, which projects should be prioritised and what is the
relative level of priority from highest to lowest priority? You may select from the
four proposed projects in Appendix A or suggest another project (or projects).

(a) The ISSB should work on more than one project and make more incremental progress on
each of them, because:

e Reflecting on the speed of changes in the external environment, working on more
than one project and making more incremental progress on each of them can be
expected to generate the multiplier effect and synergy among related projects.

e Also, because the disclosure of all types of sustainability information by entities will
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require significant resources and time, we would like the work plan to be advanced
so that entities can confirm the incremental progress on ISSB projects concerning
multiple themes and make preparations at an early stage.

e In setting new standards, just as how the S2 standard refers to the TCFD, there is a
high likelihood to use existing standards and frameworks as a foundation to some
extent in any topics, rather than preparing standards from scratch. Moreover,
realistically, there is little likelihood of formulating standards that deviate from the
prior framework in the EU (ESRS), and it is possible to look ahead to the destination
point of the finalization of the standards to some extent. Consequently, we think that
standards that can be adequately applied can be formulated even by working on
multiple standards in parallel and making incremental progress.

e Given that the CSRD already exists, formulating unified standards that are consistent
with the CSRD would be beneficial to entities and information users, but as the CSRD
already sets standards for sustainability-related information aside from climate
change, we would like the ISSB to develop global standards at an early time so that
the standards of a particular region are not applied to global entities as the de facto
standards.

e However, as for the priority in this, we would like human capital to be given priority
considering the situation that human capital information disclosure will be required
in annual securities reports in Japan.

(ii)
e Human capital
— Although human capital is an material issue directly linked to the improvement
and loss of competitiveness and impacting enterprise value for all entities in
common, rules have not been established, so we would like this project to be
advanced earlier. Also, because the standards have already been developed in the
CSRD, we would like these advanced at an early time at the ISSB as well.
e Biodiversity, ecosystems and ecosystem services
— As the importance of biodiversity, ecosystems and ecosystem services as a social
issue is increasing and expectations of TNFD disclosure are predicted to further
increase from now, it is desirable to adopt consistency with related frameworks
from an early stage. Also, because the standards have already been developed in
the CSRD, we would like these advanced at an early time at the ISSB as well.
e Human rights
— The importance of human rights as a social issue is increasing. Also, because the
standards have already been developed in the CSRD, we would like these
advanced at an early time at the ISSB as well. In such case, while human rights
are an material topic in the field of society (S), we would like the standards
developed in consideration of separation of the areas that overlap with human
capital (clarification of the scope covered by the standards, etc.).
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Question 4— New research and standard-setting projects that could be added to the ISSB’s

work plan: Biodiversity, ecosystems and ecosystem services

The research project on biodiversity, ecosystems and ecosystem services is described in

paragraphs A3—A14 of Appendix A. Please respond to these questions:

(a) Of the subtopics identified in paragraph A11, to which would you give the highest
priority? Please select as many as applicable.

Please explain your choices and the relative level of priority with particular reference

to the information needs of investors.

You may also suggest subtopics that have not been specified. To help the ISSB

analyse the feedback, where possible, please provide:

(1) a short description of the subtopic (and the associated sustainability-related risks
and opportunities); and

(i1)) your view on the importance of the subtopic with regard to an entity’s
sustainability-related risks and opportunities and the usefulness of the related
information to investors.

(b) Do you believe that sustainability-related risks and opportunities related to this topic
are substantially different across different business models, economic activities and
other common features that characterise participation in an industry, or geographic
locations such that measures to capture performance on such sustainability-related
risks and opportunities would need to be tailored to be specific to the industry, sector
or geographic location to which they relate?

Please explain your reasoning and provide examples of how sustainability-related
risks and opportunities related to this topic will either be (i) substantially different or
(i1) substantially the same across different industries, sectors or geographic locations.

(c) In executing this project, the ISSB could leverage and build upon the materials of the

ISSB and other standard-setters and framework providers to expedite the project,
while taking into consideration the ISSB’s focus on meeting the needs of investors.
Which of the materials or organisations referenced in paragraph A13 should be
utilised and prioritised by the ISSB in pursuing the project? Please select as many as
applicable.
Please explain your choices and the relative level of priority with particular reference
to the information needs of investors. You can suggest materials that are not specified.
You can suggest as many materials as you deem necessary. To help the ISSB analyse
the feedback, where possible, please explain why you think the materials are
important to consider.

(a)

o The Shosha are engaged in a wide range of industries and develop business from all
positions of the supply chain, so it is difficult to set priorities. Decisions on subtopics to
be given priority in disclosure should be left up to the judgment of each entity.

(If we are forced to select the items to be given priority, we think that “resource
development” is a beneficial subtopic for integrated consideration of the circular
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economy, climate change, and biodiversity).
(b) Yes, we believe that.

(1) Our reasons are as follows.

e Because conditions vary by industry, sector, and geographic location, we do not
think that applying uniform indicators is appropriate.

e Unlike risks and opportunities of greenhouse gases in climate change, those of
biodiversity, ecosystems, and ecosystem services impact depend on the location of
each business activities, business activities contents, etc., and so quantitative
indicators must be determined and evaluated for each project.

e For example, while there might be soil pollution in agriculture, there may be a high
risk of impacting rare species from logging in forestry projects, so the indicators
and management process could be different.

e In particular, among the sectors prescribed by the SASB, the Sosha conduct
business in multiple (approximately tens of) industries, and the relation of
individual projects with biodiversity differs.

(©)
e Taskforce on Nature-related Financial Disclosures (TNFD)

—  The TNFD is the disclosure framework presently given the most attention as the
nature version of the TCFD and many entities already conduct or are preparing
to conduct disclosure based on the TNFD. Because it is the existing standard for
disclosure concerning biodiversity, consistency with the TNFD is important.

e Science Based Targets Network (SBTN) (*individual company opinion)

— The SBTN is the initiative given the most attention as guidance related to the
setting of nature-related goals and is considered to be a leading certification
related to biodiversity, so it is desirable to proceed ensuring consistency with the
SBTN.

Question 5— New research and standard-setting projects that could be added to the ISSB’s
work plan: Human capital
The research project on human capital is described in paragraphs A15-A26 of Appendix
A. Please respond to the following questions:
(a) Of the subtopics identified in paragraph A22, to which would you give the highest
priority? Please select as many as applicable.
Please explain your choices and the relative level of priority with particular reference
to the information needs of investors.
You may also suggest subtopics that have not been specified. To help the ISSB
analyse the feedback, where possible, please provide:
(1) a short description of the subtopic (and the associated sustainability-related risks
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and opportunities); and

(il) your view on the importance of the subtopic with regard to an entity’s
sustainability-related risks and opportunities and the usefulness of the related
information to investors.

(b) Do you believe that sustainability-related risks and opportunities related to this topic
are substantially different across different business models, economic activities and
other common features that characterise participation in an industry, or geographic
locations such that measures to capture performance on such sustainability-related
risks and opportunities would need to be tailored to be specific to the industry, sector
or geographic location to which they relate?

Please explain your reasoning and provide examples of how sustainability-related
risks and opportunities related to this topic will either be (i) substantially different or
(i1) substantially the same across different industries, sectors or geographic locations.

(c) Inexecuting this project, the ISSB could leverage and build upon the materials of the
ISSB and other standard-setters and framework providers to expedite the project,
while taking into consideration the ISSB's focus on meeting the needs of investors.
Which of the materials or organisations referenced in paragraph A25 should be
prioritised by the ISSB in pursuing its research? Please select as many as applicable.
Please explain your choices and the relative level of priority with particular reference
to the information needs of investors. You can suggest materials that are not specified.
You can suggest as many materials as you deem necessary. To help the ISSB analyse
the feedback, where possible, please explain why you think the materials are
important to consider.

(a)
e DEI
— Because there is a high level of interest from investors.

e  Workforce composition and costs
— Because it is an item that investors can compare relatively easily.

e Employee engagement
— Because it is an indicator that is important for entities.

e Workforce investment
— Because the importance of training and other human capital investments is
increasing.

e  Worker wellbeing (including mental health and benefits)
e Labour conditions in the value chain

e The alternative workforce
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(b) We think these would need to be tailored to be specific to the industry, sector or
geographic location to which they relate.

(1) Our reasons are as follows.
e Because labour practices vary by country and region based on the conditions in
each country and the legal system, the required human resources system, etc. .

(c)
e GRI standards (*individual company opinion)
— Because these are standards with an awareness of disclosure to a wide range of
stakeholders in addition to investors.

Question 6— New research and standard-setting projects that could be added to the ISSB’s

work plan: Human rights

The research project on human rights is described in paragraphs A27-A37 of Appendix

A. Please respond to these questions:

(a) Within the topic of human rights, are there particular subtopics or issues that you feel
should be prioritised in the ISSB’s research? You can suggest as many subtopics or
issues as you deem necessary. To help the ISSB analyse the feedback, where possible,
please provide:

(1) ashort description of the subtopic (and the associated sustainability-related risks
and opportunities); and

(i1) your view on the importance of the subtopic with regard to an entity’s
sustainability-related risks and opportunities and the usefulness of the related
information to investors.

(b) Do you believe that sustainability-related risks and opportunities related to this topic
are substantially different across different business models, economic activities and
other common features that characterise participation in an industry, or geographic
locations such that measures to capture performance on such sustainability-related
risks and opportunities would need to be tailored to be specific to the industry, sector
or geographic location to which they relate?

Please explain your reasoning and provide examples of how sustainability-related
risks and opportunities related to this topic will either be (i) substantially different or
(i1) substantially the same across different industries, sectors or geographic locations.

(c) Inexecuting this project, the ISSB could leverage and build upon the materials of the
ISSB and other standard-setters and framework providers to expedite the project,
while taking into consideration the ISSB’s focus on meeting the needs of investors.
Which of the materials or organisations referenced in paragraph A36 should be
prioritised by the ISSB in pursuing its research? Please select as many as applicable.
Please explain your choices and the relative level of priority with particular reference
to the information needs of investors. You can suggest materials that are not specified.
You can suggest as many materials as you deem necessary. To help the ISSB analyse
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the feedback, where possible, please explain why you think the materials are
important to consider.

(@) Consistency with CSRD/ESRS and other regional sustainability information disclosure
standards

— Because conditions vary by industry, sector, and geographic location, in principle
decisions on subtopics to be given priority in disclosure should be left up to the
judgment of each entity.

— However, amid the parallel development of sustainability information disclosure
standards by region, for reference for each entity when making decisions and
disclosure, we would like you to conduct research that contributes to the creation of
unified standards considering the workload and manpower of the reporting party,
regarding disclosure of initiatives to respect human rights for which the approach
varies by business activity, human rights issue, industry, and region.

(b) We think these would need to be tailored to be specific to the industry, sector or
geographic location to which they relate.
e Because conditions vary by industry, sector, and geographic location, having
uniform requirements would not be appropriate.
e Specific examples are as follows.

— Agriculture, forestry, and fisheries industry and mining industry: While in
developing countries the relevance for forced labour, child labour, labour
safety and health risk, etc. is relatively high, this is a field with structural
issues where the involvement of local government is important and to begin
with it is difficult for private entities alone to resolve and research.

—  Labour safety, electronic components-related business: In upstream conflict
minerals and in agriculture, forced labour and child labour are cited as the
main risks. Because the conditions vary by region, we think that the
development of uniform standards would not lead to beneficial information
disclosure.

—  Energy: International Oil Companies (IOCs), etc. are often players and there
are many entities with the execution ability and financial capacity to move
toward improvement of human rights issues. So the process is entirely
different.

—  Also, human rights due diligence and related information disclosure should be
for the elimination of human rights issues, and rather than making disclosure
the objective, a framework whereby the results lead to the active improvement
of the structural problems by governments and support by multinational
organs is necessary.
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(c)
e UN Guiding Principles on Business and Human Rights and the associated UN Guiding
Principles Reporting Framework
—  As the global standard, these are the basic framework of the responsibility for
enterprise initiatives for the respect of human rights and we think that these
should be given priority in sustainability information disclosure.

e ILO
—  Because the ILO core labour standards (forced labour, child labour,
discrimination, freedom of association, occupational safety and health) are
human rights issues that should be given priority for protection and resolution.

e The United Nations Declaration on the Rights of Indigenous Peoples

e (QGRI standards

Question 7— New research and standard-setting projects that could be added to the ISSB’s

work plan: Integration in reporting

The research project on integration in reporting is described in paragraphs A38—AS51 of

Appendix A. Please respond to the following questions:

(a) The integration in reporting project could be intensive on the ISSB’s resources. While
this means it could hinder the pace at which the topical development standards are
developed, it could also help realise the full value of the IFRS Foundation’s suite of
materials. How would you prioritise advancing the integration in reporting project in
relation to the three sustainability-related topics (proposed projects on biodiversity,
ecosystems and ecosystem services; human capital; and human rights) as part of the
ISSB’s new two-year work plan?

(b) In light of the coordination efforts required, if you think the integration in reporting
project should be considered a priority, do you think that it should be advanced as a
formal joint project with the IASB, or pursued as an ISSB project (which could still
draw on input from the IASB as needed without being a formal joint project)?

(1) Ifyou prefer a formal joint project, please explain how you think this should be
conducted and why.

(i1) If you prefer an ISSB project, please explain how you think this should be
conducted and why.

(c) In pursuing the project on integration in reporting, do you think the ISSB should build
on and incorporate concepts from:

(i) the IASB’s Exposure Draft Management Commentary? If you agree, please
describe any particular concepts that you think the ISSB should incorporate in its
work. If you disagree, please explain why.

(i1) the Integrated Reporting Framework? If you agree, please describe any particular
concepts that you think the ISSB should incorporate in its work. If you disagree,
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please explain why.
(ii1) other sources? If you agree, please describe the source(s) and any particular
concepts that you think the ISSB should incorporate in its work.
(d) Do you have any other suggestions for the ISSB if it pursues the project?

(a) The integration in reporting project has low priority.

(c)
(1) the IASB’s Exposure Draft Management Commentary:
We do not agree.

Because we think standards for each topic should be developed first.

(i1) Integrated Reporting Framework:
We do not agree.
Because we think standards for each topic should be developed first.

(d)

e While we have no objection to discussions toward integrated reporting pertaining to
the creation of value that is useful for investors, under the current conditions where
reporting on sustainability is not widely prevalent, we think that the priority is low
compared with the development of individual topics (= the setting of new
standards). But when you advance the project, we think that the following are
important.

— Regarding collaboration with the IASB, this should be advanced under the
presumption that it will not interfere with projects related to individual topics.

— While we have no objection to the ISSB’s use of the IASB’s Management
Commentary or of the Integrated Reporting Framework, as the statutory
disclosure formats, regulations, etc. vary by jurisdiction, the project should be
advanced after clarifying the point of how to set common goals to be aimed at by
preparers in all jurisdictions. The S1 standards also do not specify the location of
sustainability-related financial information, and only stipulate disclosure as part
of general-use financial reporting, and considering the specifications of statutory
disclosure formats in each jurisdiction and the scope covered by
audits/assurances, uniquely indicating a particular location is difficult. This is
almost the same as the case where IASB’s Management Commentary was
positioned as guidance that does not constitute the IFRS accounting standards. If
the goal cannot be presenting enforceable standards or an equivalent framework,
then we think that at present the advancement of individual topics should be given
priority.

e Reflecting on the concept of the ISSB Standards as comparable global baselines, we
think this is not a topic that the ISSB should take the leadership in addressing.
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However, this does not mean that we think that advancing this project is entirely
unnecessary. For example, we perceive the “connected information” in paragraph
A44 in the integration in reporting project as material contents. We just think that
the ISSB should give priority to developing standards by topic.

Question 8— Other comments

Do you have any other comments on the ISSB’s activities and work plan?

e Because the Shosha are engaged in tens of sectors in the SASB sector categorization and
develop business from all positions of the supply chain, their material sustainability
factors vary by individual business, and their approaches to initiatives and timelines also
differ.

e Given those conditions, we think it is highly likely that under uniform information
disclosure emphasizing rules-based regulations, investors would not be able to make
appropriate judgments and that this would not lead to understanding of enterprise value.
On the other hand, information disclosure on sustainability initiatives is important to
enhance the transparency and accountability of entities, and therefore we think that
principles-based standards would be desirable in the setting of the ISSB Standards so that
entities can decide information disclosure in accordance with their business strategies.

e Also, as there are issues such as entities’ lack of know-how and resources toward S1 and

S2 disclosure, we think it is necessary to give priority to providing assistance for the
implementation of S1 and S2 and preparing the foundation for entities’ sustainability
information disclosure.
At the same time, given that standards on biodiversity, human rights, etc. have already
been developed in standards for specific regions such as the CSRD, we expect the ISSB
to devote resources to research on themes subsequent to S2 and implement standards at
an early time as global standards.

e The profusion of information disclosure regulations such as the ISSB, CSRD, and SEC
is undesirable in terms of comparability and convenience for entities and information
users, and having unified disclosure standards is desirable.
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