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7 November 2025 

 

Dr. Andreas Barckow 

Chair, International Accounting Standards Board 

Columbus Building 

7 Westferry Circus 

Canary Wharf 

London E14 4HD 

United Kingdom 

 

Dear Dr. Barckow, 

 

Re: The Equity Method Project 

 

1. The Accounting Standards Board of Japan (hereinafter referred to as ‘we’) have 

significant concerns regarding the direction of the International Accounting 

Standards Board (‘IASB’)’s Equity Method project, which is currently in the 

process of redeliberations.  Our views have not changed since we provided our 

comments1 on the IASB’s Exposure Draft (ED/2024/7) Equity Method of 

Accounting – IAS 28 Investments in Associates and Joint Ventures (revised 202x) 

(hereinafter referred to as ‘the ED’), issued in September 2024.  Although we 

have been communicating our concerns at the Accounting Standards Advisory 

Forum (‘ASAF’) meetings and at other occasions, this letter re-emphasizes the 

points with which we and other stakeholders in our jurisdiction are particularly 

concerned.   

2. The IASB has been stating that it will not undertake a fundamental review of the 

equity method.  However, if the standards were to be amended in the direction in 

which the IASB is currently redeliberating, we think the amendments will lead to a 

fundamental change to the equity method. 

 

1 https://www.asb-j.jp/en/wp-content/uploads/sites/5/20250117_e.pdf 
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3. Among others, we strongly disagree with the requirement that the investor shall 

recognise in full gains and losses resulting from all upstream and downstream 

transactions with its associates.  This is because a full recognition of gains and 

losses is likely to distort profit or loss, which paragraph 7.16 of the IASB’s 

Conceptual Framework for Financial Reporting describes as a highly summarised 

depiction of an entity’s financial performance for the period. 

4. Paragraph BC65 of the ED explains that the IASB concluded that the investor shall 

recognise in full gains or losses resulting from all upstream and downstream 

transactions with its associates to resolve the inconsistency between paragraphs 25 

as well as B97-B99 of IFRS 10 Consolidated Financial Statements and paragraph 

28 of IAS 28 Investments in Associates and Joint Ventures.  This means that the 

thinking underlying the requirements in IFRS 10 would be applied to all 

transactions between the investor and its associates.  However, the requirements in 

IFRS 10 apply to cases where the investor loses its control over a subsidiary, and 

the requirements in paragraph 28 of IAS 28 are not limited to such cases.  It is 

inappropriate to extend the requirements in IFRS 10 because it is likely to distort 

profit or loss. 

5. Topic 323, Investments—Equity Method and Joint Ventures under the Financial 

Accounting Standards Board (‘FASB’)’s Accounting Standards Codification (US 

GAAP) also requires intra-entity profits and losses to be eliminated until realised 

by the investor or investee as if the investee were consolidated.  Therefore, if an 

investor is required to recognise in full gains and losses resulting from all upstream 

and downstream transactions with its associates, as the IASB proposes, it would 

lead to divergence with US GAAP, which we do not think would be useful for 

users of financial statements. 

6. We acknowledge that it might be possible to accommodate the proposal to require 

the investor to recognise in full gains and losses resulting from all upstream and 

downstream transactions with its associates as a practical expedient.  However, it 

would be inappropriate to prohibit the elimination of gains and losses, which is 

how it should be, and to require entities to apply the practical expedient, because a 

practical expedient reduces the cost of preparing the information by sacrificing the 

usefulness of the information.  If there are strong needs from stakeholders around 

the world to recognise gains and losses in full, the IASB should consider permitting 

entities to recognise gains and losses in full as an optional accounting treatment, in 
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addition to retaining paragraph 28 of IAS 28, which would require the elimination 

of gains or losses, as the principle.  

7. In addition, we have deep concerns in how the IASB is progressing the 

redeliberations in this project, based on the understanding that most respondents 

who commented agreed and some disagreed with the proposal to recognise gains 

and losses in full, and treating these respondents in the same manner.  We are of 

the view that the IASB should seriously take into account the concerns raised by 

stakeholders who would be more significantly affected by the proposed changes 

compared to those less affected, so that the conclusion can be accepted around the 

world. 

8. Our views expressed in this letter are widely shared by stakeholders in our 

jurisdiction.  Please see the letters from major stakeholder organisations that 

support the contents of this letter. 

9. We hope our comments are helpful for the IASB’s consideration in future.  If you 

have any questions, please feel free to contact us. 

 

Yours sincerely, 

 

 

Yasunobu Kawanishi 

Chair 

Accounting Standards Board of Japan 

 

 

cc 

 

Linda Mezon-Hutter, Vice Chair, International Accounting Standards Board 
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November 7,2025

Dr.Andreas Barckow

Chair ofthe lntemational Accounting Standards Board

Col■lmbus Building,7 Westfcrry Circus,

Canary Whart London夕 E144HD

United Kingdom

Dear Dr.Andreas Barckow,

Thank you for providing thc opportunity to discuss“ IASB Tcchnical Update"in Japan

last=nonth.As somc relatcd topics wcre also discussed during thc session,on behalfof

KEIDANREN,we suppon the letter,`The Equity Mcthod PrtteCt',dated Novcmber 7,

2025 issued by hc Accolnting Standards Board ofJapan(ASB」 ).

I sinccrely hope that you will continue to play a pivotal role in further strengthening our

partnership.

I wish your happiness and prospcrity for rnany years to comc.

Sinccrely yours,

?宅 f

Taka観

`Senior"Ianaging l)irector
Kcldaばcn




