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Follow-up on Our Views Regarding the Equity Method Project

Dear Dr. Barckow,

1. The Accounting Standards Board of Japan (hereinafter referred to as ‘we’)
appreciate the International Accounting Standards Board (‘IASB’)’s tentative
decisions made at its May 2026 Board meeting related to the Equity Method
project, specifically ‘to introduce an accounting policy choice either full or
restricted recognition of gains or losses on all transactions with associates, except

for gains and losses on transfers of businesses, which would be recognised in full.”!

2. We appreciate the IASB taking the time and effort to listen to jurisdictions that
expressed grave concerns about the proposals in the Exposure Draft (ED/2024/7)
Equity Method of Accounting — IAS 28 Investments in Associates and Joint
Ventures (revised 202x) issued in 2024 (hereinafter referred to as ‘the 2024 ED’).

3. The 2024 ED stated that the scope of the Equity Method project excluded whether
the equity method was a one-line consolidation or a measurement method.
However, the elimination of unrealised gains and losses is a fundamental aspect of
the equity method from a one-line consolidation perspective, and prohibiting the
elimination of unrealised gains and losses would effectively have made the

determination that the equity method is not a one-line consolidation. We think the
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tentative decision the IASB made at its May 2026 Board meeting is sensible, as it is

consistent with the original scope of the project.

4. Our understanding is that the IASB will have follow-up discussions related to
disclosures in the future. We will carefully follow the discussions and provide the
IASB with additional comments, if any.

5. As a final remark, we acknowledge that your term as IASB Chair is coming to an
end and would like to take this opportunity to express our appreciation of your

work over the past five years. We wish you the best in your future endeavours.

Yours sincerely,
sunobu Kawanishi

Chair

Accounting Standards Board of Japan
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