The Objective of the Amendment to the Foreign Exchange and Foreign Trade Act

£HRI3-1

« The basic principle: free investment
System

beforethe Certain types of foreign direct investment (FDI) require post-

amendment investment reporting. FDI to the designated business sectors
is subject to prior-notification for screening.

The need to further promote FDI conducive to sound economic growth
4 Global trend to strengthen measures for FDI screening A
from the national security viewpoint
- Adoption of FIRRMA in the United States (Aug. 2018)
N - Adoption of the new EU regulation (Mar. 2019)

The amendment aims to:

- Further promote foreign direct investment conducive to sound economic
growth; and

- Ensure minimal review of FDI that could pose risks to national security. 1




Highlights of the Amendment

Further promote FDI conducive to sound economic growth

1.

Introduction of exemption scheme for Prior-notification for Stock Purchases (PN-SP)
Investors who comply with certain conditions are exempted from PN-SP requirement.

Investor’s compliance with the conditions for exemption is secured through post-investment reports
and, if necessary, government actions to issue recommendations/orders for compliance.

Ensure minimal review of FDI that could pose risks to national security

. Reviewing the scope of prior-notification

Threshold for PN-SP with regard to the acquisition of listed company’s stocks is lowered from 10% to
1% (Under the Japanese Company Act, shareholders who own 1% or more of voting rights are entitled
to propose an agenda to general shareholders’ meetings.)

Prior-notification is required for the following shareholders’ actions:

v Becoming board members of the investee company

v" Proposing transfer or disposition of investee company’s business activities in the designated
business sectors

. Enhancing information exchange among relevant domestic authorities and with foreign

counterparties
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