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Comments on the Exposure Drafts by the ISSB of the IFRS Foundation

Japanese companies have been making repeated efforts to depict various
elements related to corporate value, including financial and non-financial
information, as " value-creating scenarios" based on integrated thinking, and to
refine them through dialogue with investors.

First, the Ito Review, published in 2014, pointed out the need for companies to
reinvest aggressively toward long-term innovation and to "co-create" corporate
value through constructive dialogue with investors who have medium- to long-
term perspectives to support that reinvestment.

In 2017, based on the issues raised in the Ito Review, the Ministry of Economy,
Trade and Industry (METI) formulated "Guidance for Collaborative Value
Creation" as a guide to outline the key information of companies in a systematic
and comprehensive manner, and to enhance the quality of information
disclosure and dialogue between companies and investors.

“Guidance for Collaborative Value Creation” is widely used in Japan, and more
than 700 listed companies have already made disclosures in their integrated
reports, and efforts are underway to improve the quality of their disclosures.

Furthermore, METI and the SX Study Group have defined "sustainability
transformation (SX)" as synchronizing the improvement of sustainability in
corporate activities (creation of sustainable innovation, updating business
models, etc.) and the improvement of social sustainability, and the
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strengthening of the functions of the capital markets that support management
reform to overcome an environment of increasing uncertainty. And we promote
SX.

"Guidance for Collaborative Creation of Value" is scheduled to be revised in
August 2022 to clarify the concept of SX.

In evaluating this Exposure Draft, based on the past experience in Japan on
company reports based on an integrated thinking and accumulation of
discussions on SX, we think the draft to encourage the improvement of the
functioning of capital markets through effective and efficient disclosure, and we
believe that it has the potential to accelerate the sustainability transformation
(SX) by companies.

Based on the above, From the perspective of utilizing the development of
"integrated reporting" accumulated in Japan and the efforts and assets for the
realization of SX for the international development of unified company reports
based on the ISSB's initiatives, the following proposal will be made regarding
"S1 Standards (Draft) Question 7 (b) Fair presentation."

O Question 7(b) : Fair presentation

09.

10.

11.

Since the time of its predecessor study group, the SX Study Group has been
promoting disclosure based on integrated thinking and dialogue between
companies and investors based on it, and "Guidance for Collaborative Value
Creation" as a framework for integrated disclosure and dialogue is widely used.

This "Guidance for Collaborative Value Creation" is a guide to constructive
dialogue between companies and global investors that systematically and
integrally organizes the information that companies should convey to investors.
And this is a systematic guidance that synchronizes sustainability-related risks
and opportunities with long-term strategies such as business models, and
indicates the values and long-term vision that the company attaches importance
to governance that governs the execution of strategies and the modalities of
dialogue with investors.

We are convinced that the use of the “Guidance for Collaborative Value Creation”
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will help promote the IFRS Foundation and the ISSB's vision of integrated
financial reporting and sustainability-related financial reporting.

On the other hand, Paragraph 51 of the current S1 Standard (Draft) illustrates
in a limited way the disclosure topics in the SASB Standards and the CDSB
Framework application guidance among others as standards that must be
considered in the identification of sustainability-related risks and opportunities.

While both standards are important criteria for sustainability-related
disclosures, they are not designed as a framework for unified company reports.

Furthermore, given that the application of various standards currently varies
from country to country and region to region, we believe that it would not be
appropriate to require an entity to comprehensively consider these specific
standards, without going through the ISSB due process on its content.

In fact, in addition to both standards, there are standards and guidance (e.g.,
indicators published by the World Economic Forum, GRI Standards, I1SO, WICI
Intangibles Reporting Framework for intellectual asset disclosure) that are being
utilized in individual disclosure areas, so the current listing specific standards as
"must-be-considered" standards should to be modified.

In light of the challenges set forth in paragraph 51 of the current S1 Standard
(draft) and the usefulness and potential contribution of “Guidance for
Collaborative Value Creation” in the promotion of unified company reports, we
offer the following suggestions:
The second sentence of paragraph 51 of the S1 Standard (Draft) should read,
"In addition to the IFRS Sustainability Disclosure Standard, an entity may
consider the list below.”
And this should be followed by "The following standards are illustrative and if
there are standards more relevant to the sustainability-related financial
information disclosed, then an entity may consider those standards as well."
At Tllustrative Guidance, etc., state that the use of "Guidance for Collaborative
Value Creation" is also recommended as a useful framework for unified
company reports.

We will continue to contribute to the sustainable enhancement of corporate
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value through dialogue and engagement between companies and investors by
promoting unified company reports through the use of the "Guidance for
Collaborative Value Creation" and realizing synergies between the initiatives of
the IFRS Foundation and the ISSB.

(Reference) URL of the "Guidance for Collaborative Creation of Value" (current
version)
https://www.meti.go.jp/english/policy/economy/corporate_accounting/index.html

(METI Home > Policies > Policy Index > Corporate Accounting, Disclosure and CSR
Policy > The Forum for Integrated Corporate Disclosure and ESG Dialogue)


https://www.meti.go.jp/english/policy/economy/corporate_accounting/index.html

(Attachment)

Guidance for Collaborative Value Creation (scheduled to be revised in August 2022)
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