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Major Changes to the Fund Distribution Exemption in Japan:  
The Amendment to the FIEA’s Article 63 Exemption 
 

 
An amendment to the Financial Instruments and Exchange Act1 (the FIEA) was promulgated on June 3, 2015, and went into 
effect on March 1, 2016 (the Amendment). One of the main purposes of enacting the Amendment was to tighten 
regulations on fund distribution and management businesses with an Article 63 exemption (the Exemption). Such funds 
are generally known as Article 63 exempt businesses (the Exempt Businesses).  

Background 

Under the FIEA, any investment fund intending to market securities to Japanese residents or to manage assets contributed 
by Japanese residents is generally required to register as a Financial Instruments Business Dealer (FIB Dealer). Yet, under 
the Exempt Business structure, a general partner (the GP) may manage and market a limited partnership-structured 
investment fund without obtaining an FIB Dealer’s registration, so long as the fund meets certain requirements. Such 
requirements include subscribing at least one qualified institutional investor (QII) and placing certain limitations on the 
number of non-QIIs invested in the fund, among others.  

The Exemption has gained popularity among fund managers, because under the Exempt Business structure, an Exempt 
Business GP receives minimal supervision by Japanese regulators. Further, the Exempt Business GP is only required to 
provide a mere notification (the Notification) to Japanese regulators containing minimal information about the Exempt 
Business, and maintain minimal ongoing regulatory requirements. 

However, despite the benefits of the Exempt Business structure, there has been some controversy. In recent years, reports 
have surfaced of Exempt Business GPs engaging in fraudulent marketing and other improper business activities resulting in 

                                                 
1 Act No. 25 of 1948, as amended. 
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investor losses. Such misconduct led to the Amendment, which intends to strengthen investor protections by tightening 
regulations on Exempt Businesses. Exempt Businesses are now subject to regulations and reporting obligations that are, 
while still moderate, more akin to the full regulations and reporting requirements of FIB Dealers. 

Key Features of the Amendment  

Some of the key features of the Amendment include additional requirements concerning Notifications, reporting, 
disclosures, and eligibility of Exempt Business GPs and investors. An overview of some of the new requirements under the 
Amendment is provided below. 

Notifications, Reporting, and Disclosures 
 

> Notifications 
All new and existing Exempt Business GPs, including those who have submitted a Notification using the old 
form prior to enactment of the Amendment, must submit Notifications using the new form prescribed under 
the Amendment by the end of August 2016. The new form requires some additional pieces of information 
previously unnecessary on the old form. Additional information includes the name, address, and telephone 
number of the Exempt Business’s designated representative in Japan, and the name and type of all the Exempt 
Business’s QII investors.  

The new form also requires additional attachments demonstrating that funds and GPs fulfill the requirements 
of Exempt Businesses. Attachments include written oaths of GPs, directors and senior officers pledging they 
meet certain eligibility requirements; résumés of directors, and other relevant employees; documents 
evidencing the ratio of amounts invested by certain non-QIIs; and others.  

 
> Reporting 
GPs of Exempt Businesses are now required to submit an annual business report (the Annual Business Report) 
to regulators each business year. The business report must contain certain information concerning the Exempt 
Business, such as financial information and information on the QIIs.   

 
> Disclosures  
Exempt Business GPs must now disclose certain information contained in the Notification to the relevant local 
finance bureau. Further, GPs of Exempt Businesses must also produce and publicly disclose an annual report 
containing certain information from the Annual Business Report. 

 
Eligibility of GPs 

 
The Amendment includes certain eligibility requirements an Exempt Business GP needs to satisfy in order to obtain 
an Exemption. One requirement is that a GP intending to file an Exempt Business Notification must not fall under 
any of the causes for disqualification included in the Amendment. For example, a person or entity that was 
ordered to abandon an Exempt Business or was subject to criminal punishment within the most recent five (5) 
years is disqualified from engaging in an Exempt Business as a GP.  
 
An additional requirement is that a foreign GP must designate a “representative in Japan.” A representative in 
Japan must be a Japanese resident who is able to contact both the relevant authorities and the GP. The 
representative does not need to be an individual employed by the GP, and according to the FSA, it is possible for 
the GP to appoint an outside attorney or accountant in Japan to fill that role.  

 
Eligibility of Non-QIIs 

 
> General 
The Exempt Business structure requires at least one QII to invest in the Exempt Business. So long as at least 
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one QII is subscribed in the Exempt Business, the GP can sell fund interests to up to 49 non-QIIs.  
 

Prior to the Amendment, there was no limitation on the types of non-QIIs eligible to invest in an Exempt 
Business. However, the Amendment imposes new limits on the types of non-QIIs that may invest. Eligible non-
QIIs include, but are not limited to, the following: 
 

(i) Listed companies; 
(ii) Foreign corporations;  
(iii) Domestic corporations with JPY 50 million or more of stated capital; and  
(iv) Individual investors with JPY 100 million or more of financial assets who have held a 

securities account at a broker for more than a year. 
 

> Venture Funds  
Notwithstanding the non-QII eligibility requirements listed above, the JPY 100 million requirement for 
individual investors does not apply to certain individual investors, such as directors and major shareholders of 
listed companies, when they invest in a certain type of venture fund under the Exempt Business structure. 
Such individual investors, even if they possess financial assets of less than JPY 100 million, are also eligible to 
invest in such venture funds under the Exempt Business structure. 

 
Administrative Sanctions and Penalties 

 
Relevant Japanese regulators have the authority to order improvements, suspensions, or the abolishment of an 
Exempt Business. Moreover, for any GP who either fails to file the necessary Notification or amendment 
notification, or files a fraudulent one, a maximum penalty of five (5) years imprisonment may now be imposed 
under provisions of the Amendment. 

 
End Note 

The purpose of this memorandum is to provide a general overview of the Amendment to Article 63. It is not intended as a 
comprehensive and detailed analysis on all of the provisions of the Amendment that may apply to each type of fund. 
When considering an Article 63 Exemption, it is important for each fund to consider its own unique circumstances and 
goals. Also, it is important to keep in mind that there are some processes and requirements that are not clearly stated in 
the relevant laws and regulations, which regulators customarily request or require from Exempt Businesses. Therefore, if 
you would like additional information on the Article 63 Exemption that may be relevant to your fund, please feel free to 
contact your Greenberg Traurig attorney. 

This GT Alert was prepared by Koichiro Ohashi, Makoto Koinuma, Yukari Sakamoto, and John Stapleton‡. Questions 
about this information can be directed to:  
 

> Koichiro Ohashi | +81 (0) 3.4510.2207 | ohashik@gtlaw.com  
> Makoto Koinuma | +81 (0) 3.4510.2209 | koinumam@gtlaw.com  
> Yukari Sakomoto | +81 (0)3 4510 2210 | sakamotoy@gtlaw.com  
> John Stapleton‡ | +81 (0) 3.4510.2218 | stapletonj@gtlaw.com  
> Or your Greenberg Traurig attorney 

‡ Not admitted in Japan. 

 

 

      
 

http://www.gtlaw.com/People/Koichiro-Ohashi
mailto:ohashik@gtlaw.com
https://www.gtlaw.com/en/professionals/k/koinuma-makoto
mailto:koinumam@gtlaw.com
https://www.gtlaw.com/en/professionals/s/sakamoto-yukari
mailto:sakamotoy@gtlaw.com
https://www.gtlaw.com/en/professionals/s/stapleton-john
mailto:stapletonj@gtlaw.com
http://www.gtlaw.com/


4 

 

Albany 
+1 518.689.1400 

Delaware 
+1 302.661.7000 

New York 
+1 212.801.9200 

Silicon Valley 
+1 650.328.8500 

Amsterdam 
+ 31 20 301 7300 

Denver 
+1 303.572.6500 

Northern Virginia 
+1 703.749.1300 

Tallahassee 
+1 850.222.6891 

Atlanta 
+1 678.553.2100 

Fort Lauderdale 
+1 954.765.0500 

Orange County 
+1 949.732.6500 

Tampa 
+1 813.318.5700 

Austin 
+1 512.320.7200 

Houston 
+1 713.374.3500 

Orlando 
+1 407.420.1000 

Tel Aviv^ 
+03.636.6000 

Berlin¬ 
+49 (0) 30 700 171 100 

Las Vegas 
+1 702.792.3773 

Philadelphia 
+1 215.988.7800 

Tokyo¤ 
+81 (0)3 4510 2200 

Berlin-GT Restructuring¯ 
+49 (0) 30 700 171 100 

London* 
+44 (0)203 349 8700 

Phoenix 
+1 602.445.8000 

Warsaw~ 
+48 22 690 6100 

Boca Raton 
+1 561.955.7600 

Los Angeles 
+1 310.586.7700 

Sacramento 
+1 916.442.1111 

Washington, D.C. 
+1 202.331.3100 

Boston 
+1 617.310.6000 

Mexico City+ 
+52 55 5029.0000 

San Francisco 
+1 415.655.1300 

Westchester County 
+1 914.286.2900 

Chicago 
+1 312.456.8400 

Miami 
+1 305.579.0500 

Seoul∞ 
+82 (0) 2.369.1000 

West Palm Beach 
+1 561.650.7900 

Dallas 
+1 214.665.3600 

New Jersey 
+1 973.360.7900 

Shanghai 
+86 (0) 21.6391.6633 

 

 

 

  

   

 
 

 

  

This Greenberg Traurig Client Advisory is issued for informational purposes only and is not intended to be construed or used as general 
legal advice nor as a solicitation of any type. Please contact the author(s) or your Greenberg Traurig contact if you have questions 
regarding the currency of this information. The hiring of a lawyer is an important decision. Before you decide, ask for written 
information about the lawyer's legal qualifications and experience. Greenberg Traurig is a service mark and trade name of Greenberg 
Traurig, LLP and Greenberg Traurig, P.A. ¬Greenberg Traurig’s Berlin office is operated by Greenberg Traurig Germany, an affi liate of 
Greenberg Traurig, P.A. and Greenberg Traurig, LLP. ¯ Berlin - GT Restructuring is operated by Köhler-Ma Geiser Partnerschaft 
Rechtsanwälte, Insolvenzverwalter. *Operates as Greenberg Traurig Maher LLP. **Greenberg Traurig is not responsible for any legal or 
other services rendered by attorneys employed by the strategic alliance firms. +Greenberg Traurig's Mexico City office is operated by 
Greenberg Traurig, S.C., an affiliate of Greenberg Traurig, P.A. and Greenberg Traurig, LLP. ∞Operates as Greenberg Traurig LLP 
Foreign Legal Consultant Office. ^Greenberg Traurig's Tel Aviv office is a branch of Greenberg Traurig, P.A., Florida, USA. ¤Greenberg 
Traurig Tokyo Law Offices are operated by GT Tokyo Horitsu Jimusho, an affiliate of Greenberg Traurig, P.A. and Greenberg Traurig, 
LLP. ~Greenberg Traurig's Warsaw office is operated by Greenberg Traurig Grzesiak sp.k., an affiliate of Greenberg Traurig, P.A. and 
Greenberg Traurig, LLP. Certain partners in Greenberg Traurig Grzesiak sp.k. are also shareholders in Greenberg Traurig, P.A. Images in 
this advertisement do not depict Greenberg Traurig attorneys, clients, staff or facilities. No aspect of this advertisement has been 
approved by the Supreme Court of New Jersey. ©2016 Greenberg Traurig, LLP. All rights reserved. 

 

    
 


