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20.

Principle recommendations

1.Adopt a control- and influence-based passive-investment exclusion,
available across both direct and indirect acquisitions, and preserve
proportionate exemptions for regulated financial institutions and
ordinary-course fiduciary investment.

The Council’s January 2026 report recommended rationalising low-
risk investors and transactions, including removing prior notification
for the reappointment of the same director where circumstances have
not materially changed. It also emphasised the need for clear rules and
greater predictability for investors. We urge that these principles be
fully reflected in the final subordinate legislation.

We recommend that the draft regulations provide greater clarity
regarding the treatment of investors that hold shares solely for
financial investment purposes and do not seek control or material
influence beyond ordinary shareholder rights. This approach would
be consistent with the US CFIUS regime, which excludes investments
held solely for passive investment purposes (31 CFR § 800.243).
Ordinary stewardship activities, including voting and engagement on
governance, climate, capital allocation and related matters, as well as
collaborative engagements of investors on these matters that do not
involve coordinated voting or seeking control over an issuer, should
not disqualify an investor from this exclusion.
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The exclusion should apply at the level of the specific fund or account
making the investment, rather than by reference to other entities in
the same corporate group that are engaged in unrelated activities,
unless there is clear evidence of shared direction or coordination. The
same principle should apply to indirect acquisitions: a diversified
institutional investor should not face notification merely because a
small, non-material Japanese interest exists within a foreign holding
company structure over which it has no practical influence.
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We appreciate your comment and will take it into
consideration.

The amendments are intended to upgrade the inward direct
investment screening system with a view to further promoting
sound inward direct investment while ensuring effective
responses to investments that may pose risks to national
security and other protected interests, building on the
recommendations of the Council on Customs, Tariff, Foreign
Exchange and Other Transactions.

Under this approach, the scope of sectors and activities subject
to prior notification is being revised in accordance with the
level of risk. As an example, consent to the reappointment of
the same directors who assumed their positions following prior
notification is exempted from the prior notification
requirement, where there have been no material changes
(Article 3, Paragraph 3(x) of the amended Ministerial Order).

Where an investment is made solely for asset management
purposes and the investors use the prior notification exemption
system, ordinary exercises of voting rights and shareholder
engagement are not restricted, provided that the exemption
conditions are complied with.

Regarding the application of the prior notification exemption
system, eligibility is, in principle, determined on a case-by-
case basis for each transaction (defined in Article 26,
Paragraph 2 of the FEFTA) conducted by foreign investors
(defined in Article 26, Paragraph 1 of the FEFTA).

As for indirect investment, the amendments cover acquisitions
of voting rights in foreign entities that hold shares or equity
interests in Japanese companies. Although the prior
notification exemption system is not available for such indirect
investment, the regime adopts a risk-based approach so as to
ensure that regulatory requirements appropriately reflect the
level of risk. For example, foreign investors that do not fall
within any of the categories set out in Article 3-2, Paragraph 1
of the amended Cabinet Order are exempted from the
procedural requirements where, as a result of an indirect
acquisition, they hold less than 50 percent of the shares or
equity interests in a Japanese company (Article 3, Paragraph
1(xvii) of the amended Cabinet Order).

21.

2. State expressly that legal title held by a custodian or nominee does
not by itself attribute investment discretion, voting authority or
beneficial ownership.

The draft Cabinet Order revises the attribution rules for indirect
holdings and closely related persons (see the amendments to Article
2 of the Cabinet Order on Inward Direct Investment, etc., including
the provisions designed to avoid double-counting of overlapping
voting rights). These revisions improve the technical framework for
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aggregation.

In institutional investment structures it is common for legal title to be
held by a custodian or nominee while investment discretion and
voting authority remain with the asset manager or the underlying
beneficial owner. Although current administrative practice has
generally looked through bare legal title, the draft measures do not
contain an express statement to this effect. We therefore recommend
that the subordinate legislation include a clear clarification that the
mere holding of legal title by a custodian, nominee or similar
intermediary does not, by itself, attribute investment discretion,
voting authority or beneficial ownership for the purposes of the
FEFTA thresholds and related-party aggregation rules, unless the
intermediary itself exercises or is entitled to exercise such discretion
or authority. An express statement would enhance legal certainty for
the large volume of institutional holdings that rely on standard
custodian arrangements.
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into

We appreciate your comment and will take it

consideration.

We believe that the point you raise should be assessed on a
case-by-case basis in light of the specific facts and
circumstances of each case. Nevertheless, even under the
system prior to the present amendments, with respect to inward
direct investments in listed companies, prior notification is not
required where, despite formally acquiring shares or voting
rights, the investor has entrusted another person with the
authority to exercise, or direct the exercise of, voting rights or
other shareholder rights and is therefore unable to exercise
such rights itself (Article 3, Paragraph 1(viii) of the Order on
Inward Direct Investment).

In addition, when determining whether the 1% acquisition
threshold has been met, shares and voting rights with respect
to which the investor is not substantively able to exercise, or
direct the exercise of, the relevant rights are not aggregated
(Article 3, Paragraph 1(ix) and (x) of the Order on Inward
Direct Investment).
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3. Attribute holdings among funds, accounts, managers, advisers, sub-
advisers and affiliates only where a person has actual discretionary
authority or there is an agreement or concerted policy to exercise
relevant rights together.

The draft Cabinet Order significantly expands and revises the
attribution rules for holdings and voting rights. It updates the
treatment of indirect holdings, proxy voting arrangements,
agreements relating to the exercise of voting rights, and the
aggregation of holdings for specified categories of related persons. It
also makes consequential amendments to the prior-notification
regime. While these revisions improve the technical framework for
aggregation, they do not establish a clear principle that holdings
among separate funds, accounts, managers, advisers, sub-advisers or
affiliates should be attributed only where a person has actual
discretionary authority or there is an agreement or concerted policy to
exercise the relevant rights together.

In asset-management structures, multiple funds or accounts are often
advised by the same or affiliated managers while investment and
voting decisions remain independent. Without an express limiting
principle, the expanded rules risk aggregating positions that are in fact
managed on a standalone basis. We recommend that the subordinate
legislation state clearly that such holdings are to be attributed only
where there is actual discretionary authority or a concerted policy to
exercise the relevant rights together. This would align the rules with
commercial reality and improve predictability for institutional
investors.
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We appreciate your comment and will take it into
consideration.

We believe that the point you raise should be assessed on a
case-by-case basis in light of the specific facts and
circumstances of each case.

Regarding your observation that, "In asset-management
structures (...) the expanded rules risk aggregating positions
that are in fact managed on a standalone basis", even where
multiple foreign investors receive investment advice from the
same asset management company, the number of voting rights
held by each foreign investor is assessed separately on the
basis of that foreign investor and its closely related persons.
Therefore, unless there is an agreement among such foreign
investors to exercise voting rights jointly and the counterparty
to such agreement constitutes a closely related person, we do
not consider that their holdings should be aggregated solely
because they receive advice from the same investment
company.

Furthermore, where such asset management company itself
falls within the definition of a foreign investor and is
considered to possess the authority to exercise, or direct the
exercise of, voting rights or other rights as a shareholder, the
asset management company may, depending on the
circumstances, be required to submit a prior notification with
respect to discretionary investment management involving
shares or the acquisition of authority to exercise voting rights
or other shareholder rights.

23.

4. Use objective published thresholds and definitions for the
following key concepts: ‘owned-equivalent holdings’, ‘close
relationship’, “permanent economic relationship’, as well as direction,
control, material influence and high-risk status; provide worked
examples and a rapid no-action process.

The consultation revises the rules governing owned-equivalent
holdings, voting rights and closely related persons, and makes related
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We appreciate your comment and will take it into
consideration.
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amendments to the prior-notification regime. It does not, however,
fully define some critical concepts such as “permanent economic
relationship,” “direction,” “control,” “material influence” or high-risk
status, nor does it provide worked examples. Clear, published
definitions and illustrative examples in the subordinate legislation
would materially improve predictability for investors. In addition, an
advance ruling or no-action process, which we note exist in Germany
and the United Kingdom, would allow investors to obtain timely
confirmation that a proposed transaction does not require prior
notification, resolving residual uncertainty without the need for a full
filing in relevant cases.
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To enhance the transparency of the inward direct investment
screening system, we will continue our efforts to proactively
provide information and to further clarify policies on, and
interpretations of, the system, including the recent revisions to
the system.

24.

5. Limit post-investment filings for changes to risk-mitigation
measures, and any ongoing reporting obligations, to material changes
that are reasonably capable of affecting the original national-security
assessment.

Incorporating clear de minimis thresholds, ordinary-course business
exceptions, emergency carve-outs, reasonable cure periods and
proportionate reporting frequencies would help ensure that investors
whose activities do not meaningfully alter the risk profile are not
subjected to unnecessary ongoing burdens and would support the
legal certainty and predictability that the new regime requires. Where
information about the investor, its shareholders and ultimate parent
has previously been provided and remains current, repeat filers should
be permitted to incorporate it by reference or maintain a reusable
investor profile. Clear safeguards should also be established for the
confidentiality, secure handling and permitted use of commercially
sensitive ownership and client information.

The same concern for legal certainty and predictability should also
guide the implementation of the new Article 29-2 mechanism under
the amended FEFTA, which permits the authorities to require reports
and, following statutory procedures, to issue recommendations or
orders in respect of certain investments outside prior-notification
sectors when later circumstances give rise to a serious national-
security concern. The Council’s January 2026 report recommended
confining this mechanism to designated high-risk investors,
acquisitions of at least 10 per cent, and an approximately five-year
look-back period. The accompanying regulatory impact assessment
likewise frames the power around a 10 per cent threshold and cautions
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We appreciate your comment and will take it into
consideration.

From the perspective of ensuring predictability for foreign
investors, we plan to publish guidelines or similar materials
setting out illustrative categories and examples of risk
mitigation measures, as well as illustrative cases that may be
subject to requests for reports.

It is difficult to provide a definitive response in advance
regarding the content of risk mitigation measures to be notified
by foreign investors.

However, for example, where a risk mitigation measure
contains a provision allowing minor modifications arising
from changes in circumstances or similar reasons to be made

22




TEROME

TERICHTEZ

that a broader discretionary call-in power would undermine legal
certainty and investor predictability.

We therefore recommend that the subordinate legislation implement
these limits clearly and consistently, so that both the risk-mitigation
change regime and the Article 29-2 mechanism operate within well-
defined boundaries and provide investors with greater legal certainty.
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through consultation with the authorities, it is considered that
modifications falling within the scope of such provision may
be made without submitting a notification of modification
introduced under this amendment.

25.

6. Publish consolidated rules, forms, Q&A, sector lists, examples,
contact points, expected processing times and worked examples.

Before commencement, MOF should publish Japanese and English
consolidated texts, forms, Q&A and worked examples addressing
common institutional-investor structures. The Council specifically
called for guidance on categories and examples of risk-mitigation
measures, active information provision to investors and practitioners,
and clearer operational policy and interpretations. Guidance could
also usefully cover reappointments, stewardship engagement, proxy
voting, securities lending, index rebalancing, seed capital, fund
launches and wind-downs, managed accounts, sub-advisory
arrangements, custodians, nominees, derivatives and indirect
acquisitions through diversified groups.
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We appreciate your comment and will take it into
consideration.

To enhance the transparency of the inward direct investment
screening system, we will continue our efforts to proactively
provide information and to further clarify policies on, and
interpretations of, the system, including the recent revisions to
the system.
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- B% Y AT
Article 3-2 of the Draft Cabinet Order (The “High-Risk Foreign
Investor" definition)

FrBHH 35D 2)

CEANA
(1) We understand the goal of the proposed reforms has been to
enhance the screening of certain foreign investments into Japan. The
comments made below are intended to assist MOF in understanding
how the Draft Regulations will be viewed by foreign investors and to
ensure that Japan remains an open-market that welcomes a diversity
of global investors who will continue to invest in the strength and
growth of the Japanese economy.

AEHER SN TWARIERED B, —EDXt HANERE I
ST AHELIBETHZEICHDH LD LHEMEL T\ 5D,
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WSO S THVRIT L 2R THZLEEH
HjE LTW5,

(2) We consider the definition for High-Risk Foreign Investor
(“HRFI”) risks capturing a large number of entirely benign
transactions and/or investors that do not present national or industrial
security risks for Japan. Although the concept of HRFI is not a new
one, we consider that the situation is different from when the concept
has been used only in the context of exemption for pre-clearance in
the case of passive investment, as HRFI is referred to in various places
in the amendments which have significant impacts on various
transactions.

@)% H1E, g U 27 HMERE S (High-Risk Foreign Investor,
LLF THRFL) | OEZEICHOWT, BARDEF L EMRE L FEE
BRREEOY 27 2F L, &< MEO R WEG| SIS
FeZEWIL L TCLEIRBZENLLDL EEZ S,
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TREINTAR D FHREHGRBRO AR TH O B TV DI L,

BEERATERL L TEEZICEECWEEE T, %
e LT, BUTHIE T T 2 E01 R H O bRE E 42 &
O, AR L U CTHRFIC U A7 OB AMEREE 5 & BRE S5
L7z ET, ZHICEEY L2WAMEREZFICH LTI —&
DFEFERELTHZ EZ2BUT, U AZITG CTHIE
FEHIE D TNDE L Z AT,
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SO BREE ORI H 2RO BHENR T VWET,

We appreciate your comment and will take it into
consideration.

As a general matter, including under the current prior
notification exemption system, we seek to ensure that the
regime appropriately reflects the level of risk by specifically
identifying foreign investors belonging to specified higher-risk
categories and exempting foreign investors that do not fall
within such categories from procedural requirements.

In addition, even prior to the present amendments, foreign
investors falling within any of the categories defined in Article
3-2, Paragraph 1(iii) to (v), of the Cabinet Order may,
following an individual review by the Ministry of Finance, be
granted certification and permitted to utilize the prior
notification exemption system.

Certification may be granted where (i) investment activities
are solely for the purpose of obtaining economic returns and
(ii) investment decisions are made independently of any
foreign government, such that they are not considered likely to
impair national security or other protected interests.
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(3) Firstly, Article 3-2 of the Draft Cabinet Order present the binary

options of an investor either being categorised as an HRFI or not.

Such categorisation assumes that an investor’s links to a foreign state

is the principal factor that impacts Japan’s industrial and national

security. We would encourage MOF to also consider the nature of the

HRFI and its investments to determine notification obligations. For

instance:

®  Certain passive investments or minority investments do not
confer the ability to influence management or extract
strategically important information from target entities and
should be considered lower-risk. This is particularly pertinent
to listed company investments where the present FEFTA
threshold is set at a very low 1% with no exemptions available
to HRFIs. MOF may consider an exemption covering passive
or minority investments, or increase the threshold applicable to
listed securities to reduce the filing burden of HRFIs where the
nature of the transaction has little meaningful impact on
Japanese industrial and national security.

® The reasons for restricting foreign investment in different
sectors may vary. Some of the restricted sectors may involve
strategic assets which ought not be controlled by an entity
linked to a foreign state, while other sectors may involve
information about sensitive technologies to which entities with
links to foreign states ought not be able to access. MOF may
consider implementing sector-specific notification thresholds
in order to focus its regulatory efforts on truly high-risk
investments.

®  For instance, MOF could require that there be an acquisition of
actual control for a notification obligation to be triggered where
a Japanese entity with strategic assets is being acquired. This
reduces parties’ filing burden for transactions that do not confer
actual control of strategic assets. Where a Japanese entity that
carries information about sensitive technologies is being
acquired, notification obligation could depend upon the
acquisition of information rights regarding those sensitive
technologies. This avoids passive investments which do not
compromise sensitive information from being discouraged.

RFE—ICBHEFE 3LD 21X, EF%E HRFI ThHhD ) i
THRFI TIEZ2 W O " FIR— T AR Lo Tn D,
LL, 20L& 723, SMNEBUT E ORRED B RDFESE
TEREE NEFLE2REICEEEL 52 5 EERERTH D
Z L EEHRE LTS,
WHE LT MBEEICBW T BMBE LW 5124720 |
HRFI OB R OBEEONE L EET S Z L alghni=72& =
AN

B 21X,
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RENCEBEE 2720 BRIEHICEERER~T 78 A LD
THRENELTZE &R0, U AT TR D L& X
bhb,
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MBEE BT, Ny VT RE IR & E Tk D
HBRSN 25T 5 2 &0, B AEMRERICBE T 2 BiEE 5] & i
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29




TEROHE TERICHT2EZS
L ERET LD,

@ LU RITDEW

SAERE AR T S HEIL, BRI LTRSS,

Bl Z1E ., —EBDOHBIH R EFICHOWTIT., FMEBT & OO0
TERICE D KA E S RSB E LB L TNDHZ N
RIE L 225 — 5. BIOER T, SAEERFE OMREET S
FIRIC L DTSR~ 7 7 B 2522 LA L 72
5.
D0, MEEIL, BICU 27 OEWIRE~BHE R 2 4 d
SRBBEND ERS L ICER DR EEERET I &
e LE5,

o EL{KfI

Bl Z1E, BIGATE PE A (R AT 5 AARBEOIREIC OV TIE, E
BROXFEHERS DT ON DG E IO G BE EZFR T 2 &2
Z255,

ZHIC L0 | BRIEHYE FEIC R B FEE R EL & R A W ES [T
ONT, YEEDOFHAHZEE T2 LN TE 5,

F 7o, BT 2R T 5 AARBEOBIFIC OV T, Y
R IC BT AWM T 7 v A A TET A A IR %
BridotnBZzond,

ZDX DALY BIIERA~DT 7 B R B DR N
VT EENRLBIIHE SND Z 2 ZENRTE S,

(4) Secondly, an entity will be regarded as a HRFI if ownership of
50% or more of voting rights or one third of its officers are appointed
by the government, regardless of whether the entity has in place any
corporate governance measures designed to ensure that those officers
act independently of the government that appointed them, and without
any inquiry into whether the government exercises actual influence
over the entity's investment decision-making. We consider that this
bright-line approach is overbroad in scope, produces disproportionate
and commercially unwarranted outcomes. For example, many foreign
government-linked funds may have governance structures in which
government or public sector representatives hold a meaningful
minority of board seats as a matter of constitutional design, without
holding operational control over investment decisions. Such investors
risk being classified as HRFIs and subjected to the most burdensome
tier of regulatory requirements. In light of the above, we respectfully
request the MOF to consider introducing a governance independence
carve-out or safe harbour alongside the 50% or more voting rights and
one-third officer appointment thresholds, and consider granting an
exemption from notification requirements to certain HRFIs that can
demonstrate that they are operated with full commercial discretion
and flexibility.

()12 HRFI DEFRZ T, RAMED 50% L0 LB BUFIZIRE
SNTWLEENIEFHED 35D 1 UL ENEAFIC L EmS
NTWBIEAE, TOEMIHRFI &S5, LMhLAaRb, =
DT, M BT L7 BU D SIS L CTITE 5 2 &
EHERT 2720 DTS F v AHE OGS, BUF S EBICEE
B ~FEE S AT L TV D G 2 b FIiiThn s, U
X, 20 & 5 2Ry EHE (bright-line approach) (3t B8 12 JA%t
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(5) Relatedly, the HRFI definition appears to deviate from the concept
of government influence and direction in the context of certain
international trade agreements. By way of example, the
Comprehensive and Progressive Agreement for Trans-Pacific
Partnership (“CPTPP”) — which Japan is party to — explicitly carves
out independent pension funds and sovereign wealth funds from a
number of obligations that apply to state-owned enterprisesl. It also
indicates that the presence of government officials on the enterprise’s
board of directors or investment panel alone is not sufficient to
demonstrate that there has been “investment direction” from the
government, in the context of defining independent pension fund.

(5) & HIZEHE# LT, HRFI OEFIL, — O EBS@pET EICH
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=y TIZBT B EFER R ORI E (CPTPP) 1X, il
SELTAAES G K OBFR 7 7~ K (SWF) ([22o\W T, EAEE
HICHEASND —COREN SRR L TN 5, Eiz,
MWNTAESIEE D EFR L OBR T XD RFR S ITRESE
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X5 [H&EHX (investmentdirection) | 23388 HL 5 b1 Tl
NI EHLRINTVNA,

(6) Thirdly, the HRFI definition also risks impacting many
transactions involving Japan’s allies, including from other G7 nations,
especially given indirect investments involving Japanese entities are
now caught. There is currently no distinction in treatment between
friendly-nation investors and other nations that do not have such close
relations.Supposedly, it should be the latter that presents a higher risk
of raising national or industrial security concerns, as opposed to
friendly states. While it is possible to apply for entity-specific
exemption from the notification requirement, many entities from low-
risk states would still bear the burden of having to apply for
exemption. We would encourage MOF to provide categorical
exemptions from specific friendly nations in order to reduce the
number of notifications involving foreign state-linked investors from
low-risk states.
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2%, 2O, MBEITE, VA7 ORWEFEIZOWT
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(7) Lastly, in terms of approval mechanism, the MOF may consider
creating a “green channel” which enables investors from friendly
nations and/or certain types of transactions (e.g. passive investments)
by HRFIs to benefit from an expedited review process. The
advantages of green channel can include:

®  Reduced documentary requirements. Where the investor has
previously been assessed by the MOF — for example, through
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a prior notification filed under the FEFTA regime— and the
MOF has existing institutional knowledge of the investor's
structure, governance, and track record, the green channel filing
should be permitted to cross-reference that prior assessment
rather than requiring the investor to re-supply the same
information from scratch.

®  Accelerated review timelines. The green channel should carry
a meaningfully shorter statutory review period than the
standard HRFI review track.

®  Greater certainty of deal approval. Eligibility for the green
channel should be a meaningful signal to both the investor and
counterparties that the transaction is regarded as falling within
a category of investment that the MOF generally considers to
be consistent with Japan's national security interests.

(NHBITHEBFRICONT, BBHIL 17— F v 31
(greenchannel) ] HIEOBEAZKRF LIS, ZHICE Y KT
E2 O OHBEFC, HRFZ L 2%y VT & e U —E O3R!
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RO, F—EROFRHEERDO RN EREZ LD,

o EAMIR O EHE
T =2 F ¥ 2T DNTIE, %O HRFI #ETFHi L v b3
BENCHEWVEEEEYR 2% T & TH D,

o B IAREAHEMED T AEm |k

TV —rF ¥ FNVOEAXNGEE SND I & HEN, YiEIG| 28
HADERZ R EOF R L BEMAKREENTH D &M
BEN—RICEZTNWD Z L &2 HEF KL OB IMHES IR
THER TTIVERLRETH D,

37.

- L ERT
Article 3 of the Draft Cabinet Order (Reporting obligation for indirect
investments in nonsensitive
sectors)

(BT 26 3 4%)

 SaEs
(1) We consider the reporting obligation for indirect investments in
non-sensitive sectors to be unnecessarily burdensome on investors.

V)M, FEHEMEERE (non-sensitive sectors) (2595 Rl
BIZOWTHEBES 2T 2 SR RERICE > CTRUECE
WEHERB EEZ D,

(2) Where the investment is in a non-sensitive sector, the industrial or
national security risk of the transaction should be inherently low.
Requiring a post-Transaction report for all non-sensitive transactions
meeting the shareholding thresholds (i.e. 10% in a Japanese entity for
HRFIs; 50% for non-HRFIs) would lead to excessive reporting
obligations and significantly constrain the MOF’s capacity by
focusing on low-risk transactions. We suggest the MOF to consider
adding to Article 3 of the Draft Cabinet that certain exemptions will
apply in indirect acquisitions — e.g. for non-sensitive sectors, apart
from exemptions for HRFIs that meet certain criteria as described
above, if there is an indirect acquisition of shares in a non-listed

MR 22 BB AT 2 AR A BANT, SMNEREF ., B
RAENEZ TR TS 2 L 2B L T, AMBeEormksEs
FEBERGT 5548 & EEMICFEOENELC D Z
LITHER LA,

FApmE AR TRWERMIRLIBEE TH-TH, 10%
PLED DIz TiE, BUTHIE EHEEREICRBNT
FHREEZRD TV D L D ICHRITEO LN EH W
EEZTRY, LRROMBEN 2R ETAHOBRROBRE %
B E 2 TH ERANCENC Y 27 REWANEREFIC &
DITADOLEAIIT, IEOMLEENEWEEZLND D
EMD, FHRMEBEBONRLE L TNET,

We appreciate your comment and will take it into
consideration.

The regulation of indirect investment is based on the
recognition that, where a foreign investor acquires control over
a foreign entity directly holding shares or equity interests in a
Japanese company, the transaction may have substantially the
same effect as a direct acquisition of such shares or equity
interests.

Even for investments in business sectors that are not subject to
prior notification requirements, there remains a significant
need to maintain visibility over investments of 10 percent or
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Japanese company from another foreign investor, no filing (including
post-transaction reporting filing) is required.

QBELENIFEBEER CH 256, YIS S A RDEELR
ERE I IERLEMEIC S 7 5T U 2713, ARITE VD G
DEEZBND,

FO X5, BARELEROIEE (725, HRFIIZD
WTITAARMRZED 10%., FE HRFI IZ2DWTIX 50%) & i7=9
T RT OB~ DB IZ W T B LS % 65T
HZ LT BELAHEABEALELSEDL L LB, KY 2B
BI~OXIGITATBOEIRNE 5 2 L1272 0 MBS OFAHE
FERELHRITH Z LT kv,

BI7IE, MBEICR L, B EE 3 KI8T, MRS
WT—EDARIAPRD ENEBEEEBMT D Z L ERFV
=R

Bl 20X, FEEIEERRIC SV T, BN L7z —E DB 2 7= 9
HRFI (2 2 RSN 2, AAEREZ I LSO AR
EEOKKRZ MBS T 25412, B (BEI#%HE %
Gite,) BRELTLZIENEZLND,

more, as evidenced by the fact that direct investment of 10
percent or more are already subject to post-investment
reporting requirements under the current regime.

Taking into account the purpose of the regulation of indirect
investment described above, transactions undertaken by
foreign investors belonging to specified higher-risk categories
are subject to post-investment reporting requirements, as there
is considered to be a particularly strong need to maintain
visibility over such transactions.

38.

KL T
Acrticle 4-8 of the Draft Cabinet Order (Call-in powers)
CRTBCm e 4 %D 8)

CERAE

(1) We note that MOF’s powers to call in transactions is limited to
HRFIs under the Draft Cabinet Order, and reiterate that the HRFI
definition risks capturing a large number of entirely benign investors
that do not present national or industrial security risks for Japan.

W)Y FE, BARIIBONTHBEE O a—L A R GRE
SREED RIS LT HMER) 725 HRFCIRE SN TWA I E
LTW3, 2O kLT, Bido LB, HRFI OEFEIL., AAD
EFRZERETEERERE LDV 27 2/ La0WEH0
BEFZETHIELTLEI>IBENRSD Z L2k TR L
7=y,

(2) We also consider the five-year period in which MOF may call in
transactions to be excessive. In particular, given a 10% acquisition in
anon-sensitive Japanese entity by HRFIs is sufficient to trigger a call-
in, MOF’s call-in powers could impact the certainty of many non-
controlling investments made by HRFIs, which should be considered
low-risk, in any event.

QFE7. MEEVPEB | Za—L A DORBRLETEHIENTE
A Z 5EME LTHWAEICOVTH, BEICEVWEEX
%, FRZ. HRFIIC X 2 IEBEMCEERE D A REBZEITHT 2 10%
DB TH-Tha—A DR ERVELZ NS, W
BEOa— A UHERIF, ARIEKY 27 LF 2 5D HRFI
W2 K BIEZEAEEIZHOWNT Y, BGDIENZENEN OF R,
AHEMEIC B A 5.2 D A REMEN B D,

(3) Therefore, we suggest MOF provide clear guidance on how MOF
would intend to use the call-in powers. This will ensure investors will
be aware of the risks they face post-closing.MOF’s call-in powers
should also be limited to acquisitions by HRFIs of actual control over
a non-sensitive Japanese entity. This limitation would safeguard the
certainty of transactions where HRFIs do not control the relevant
Japanese entity and the industrial or national security risks are low,
noting that the Japanese entity does not operate in a sensitive sector
in any event.

R)ZFDID, UHIT, MBEADa— LA U HREED LS A
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BENZRFIC Y 27 ORVAINEIRBERIC L 5, FEfEEER
~DOEETH - T,
HEREFNBITEEAS T TSGR E K
WHDEEZ HNBITAIZOWNWT, SEREREEET
DR « FIMMES N 10% L ETH D H D,
FRGLELTEBY £,

<TER (2) ltonT>

5AER] &9 BRI >W L, EERB SO ZELE Dl
DEBICEVAUELIEOLRITERD U A 72
HIGT D ENHHIERE &, BEZOT R ATREN - 11
LEMEE L DT A ERESE 2 BAMNEORIE LB EIZ
HELTVWDHDOTT,

F7-. 10% L LR 2 ST 554, BITattic
UMM BREOREBNAFETIZLERDEEZDLN
£,

WPNICHE X, FHES 29 &0 28 1 HICES S WE
BRSOV TL, EEBEEROB(LZ MmO FERIZE Y
EDOZEZER ) BLNNRKE WO NESERES T
BrEBSICEY T 2BZNNRRENEDITONT, FFiT
VENH D EBDONDLGEICB->THEHAIND LD
THY ., HHHE 450 8H 2HIZEIT LI EICHKY
THZLEDHREL ST, IS HENKRD NS Z L
EENTWAEHEDOTIIHY T8 A,

<ZER (3) KonT>

SMEBRE R O T RLATREER 7o IEH 29 G0 2
1 HICHES S HEORD ORI Y 5 D AE H
FEa A RIA L FEDRTART LI LaTFELTY
7

Regarding the first point:

In order to ensure a restrained approach, taking into account
the protection of established property interests following the
completion of an investment, as well as investor predictability
and legal certainty, requests for reports regarding investments
in non-designated business sectors under Article 29-2 of the
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PRWGAIZTIE, BB OB E M & OV F BT REM: 2 R 3
HI ENTE D,

Act are limited to:

(i) investments in non-designated business sectors undertaken
by foreign investors belonging to specified higher-risk
categories that are not eligible to use the prior notification
exemption system; and

(i) transactions that are considered likely to enable a foreign
investor to exercise a significant degree of influence over the
issuing company, where the foreign investor holds 10 percent
or more of the shares, voting rights, or equivalent interests.

Regarding the second point:

The five-year period has been established, taking into account
the need to appropriately address national security risks that
may arise as a result of changes in the international
circumstances and other developments while also maintaining
an appropriate balance with investor predictability and legal
certainty, with reference to similar regimes in other
jurisdictions.

In addition, the acquisition of 10 percent or more of the shares
or other equivalent interests is generally considered to confer
a significant degree of influence over the issuing company.

In any event, requests for reports under Article 29-2, Paragraph
1 of the amended Act are applied only where it is considered
particularly necessary with respect to inward direct
investments or specified acquisitions that are considered
highly likely to pose risks to national security amid changes in
the international circumstances and other developments. The
fact alone that the requirements defined in Article 4-8,
Paragraph 2 of the amended Cabinet Order are met is not
intended to result in reports being broadly required.

Regarding the third point:

In order to enhance predictability for foreign investors, we
intend to publish guidelines or similar materials setting out
illustrative cases that may be subject to requests for reports
under Article 29-2, Paragraph 1 of the Act.
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