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LEGAL AND REGULATORY FRAMEWORK

Types of transaction
’Kat types of transactions are cNassived as ?corporate reorganisationsq in 
your Ourisdiction(

Share purchase is a typical method for corporate reorganisations, but other methods can be 
utilised. The following types of transactions can be classi:ed as corporate reorganisations 
under Japanese law•

; mergersj

; company splitsj

; share exchanges and share transfersj

; partial share exchangesj

; business transfersj and

; entity conversions.

A merger involves the act of two or more companies entering into a merger agreement, 
where either all of the sub‘ect companies are dissolved to form a new company (referred to 
as consolidation-type merger), or some of the companies are absorbed into another existing 
company (referred to as an absorption-type merger). In both cases, all rights and obligations 
of the dissolving companies are effectively transferred to the newly formed company or the 
surviving company.

A company split is the act of a company transferring all or part of its rights and obligations 
related to its business to an existing company (referred to as ’absorption-type company 
splitq) or to a newly established company (referred to as ’incorporation-type company splitq). 
The determination of which rights and obligations related to the business are transferred 
is speci:ed by the absorption-type company split agreement or the incorporation-type 
company split plan.

Share exchange and share transfer are acts aimed at making a company a wholly owned 
subsidiary of another company. In a share exchange, all shares of a company are transferred 
to another existing company, making the former company a wholly owned subsidiary of the 
latter. Consideration is allotted to the shareholders of the subsidiary by the parent company. 
In a share transfer, all shares of a company are transferred to a newly established company, 
making the former company a wholly owned subsidiary of the latter. Consideration is allotted 
to the shareholders of the subsidiary by the newly established parent company.

Share exchange is commonly seen in corporate acWuisitions, while share transfer can be 
utilised when multiple companies wish to establish a new holding company for business 
integration purposes.

A partial  share exchange is  when a company acWuires shares of  another company 
in return for its own shares to make the latter company a subsidiary. This is based 
on individual agreements between the to-be-parent company and shareholders of the 
to-be-subsidiary company. 1hile a share exchange can only be used to establish a wholly 
owned parent-subsidiary relationship, a partial share exchange can make a company a 
non-wholly owned subsidiary.
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A business transfer is the act of a company transferring speci:c business operations to 
another entity. Since the scope of the transfer can be determined Hexibly within the business 
transfer agreement, it is a commonly used method for corporate reorganisations. A business 
transfer differs from a merger or company split in that individual consent from the other party 
is necessary for the transfer of contractual rights and obligations included in the transferred 
business.

An entity conversion refers to either• (&) a stock company maintaining its legal personality 
while converting to a general partnership company, a limited partnership company, or 
a limited liability company (collectively ’membership companiesq)j or (2) a membership 
company converting to a stock company.

1hen certain conditions are met, simpli:ed or short form proceedings are available for 
mergers, company splits, share exchanges, partial share exchanges and business transfers.

Law stated - 28 February 2025

Rate of reorganisations
jas tKe nuExer of corporate reorganisations in your Ourisdiction 
increased or decreased tKis year coEpared litK preSious years( ,f soH 
lKat are tKe .ey driSers for sucK cKange in tKe nuExer(

There is currently no uni:ed o4cial data on the number of corporate reorganisations in 
Japan. 7owever, M3A transaction data provides some insight into corporate reorganisation 
trends in Japan.

It was reported that the number of M3A transactions involving Japanese companies in 202¥ 
reached a record high of ¥900, increasing by &9 per cent from 202', while the transaction 
value also grew to approximately z&K.6 trillion. A key driver of this rise is thought to be the 
tendency of companies to divest unpro:table or non-core businesses, which investment 
funds and other buyers have acWuired. Some anticipate that this tendency will continue in 
2025.

Law stated - 28 February 2025

Jurisdiction-speci:c drivers
Are tKere any Ourisdiction-specivc driSers for underta.ing a corporate 
reorganisation(

It has long been pointed out that Japanese companies have poor capital e4ciency and 
pro:tability compared to those in the United States and other countries. To address this 
issue, on '& March 202', the Tokyo Stock Exchange published a document titled ’Action to 
Implement Management that is Conscious of Cost of Capital and Stock Priceq addressed 
to all listed companies on the Prime Market and Standard Market. The document urged 
companies to present their analyses and assessments of their pro:tability and market 
valuation in a form that is easy for investors to understand, to disclose targets, plans and 
initiatives for improvement, and to promote management that is conscious of cost of capital 
and stock price. Notably, the document highlighted that a Price-to-Book Ratio (PBR) below & 
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is an indicator that a company is not achieving pro:tability exceeding its cost of capital or that 
investors are not seeing enough growth potential. Since the publishing of this document, the 
Tokyo Stock Exchange has been monitoring and encouraging companies8 efforts, including 
by disclosing a list of companies that have made disclosures in accordance with the 
document, best practices, and cases where companies are not aligned with investors8 
perspectives. 

In this context, corporate reorganisations may be used by companies to invest in growth 
areas or to carve out low-pro:t businesses, thereby contributing to the improvement of PBR.

Law stated - 28 February 2025

Structure
jol are corporate reorganisations typicaNNy structured in your 
Ourisdiction(

The structure of a corporate reorganisation would depend on its particular circumstances 
including, most importantly, the desired outcome of the reorganisation. 1hether the 
reorganisation Wuali:es for tax merits also signi:cantly inHuences the choice of method.

Mergers are used to fully integrate the businesses of two or more companies. In a 
consolidation-type merger, shareholders of the original companies essentially become 
shareholders of the newly established company. 7owever, in an absorption-type merger, 
shareholders of the dissolving company may be allocated shares, bonds or share options 
of the surviving company, or they may receive cash only. Cash-out mergers are particularly 
common in mergers involving private companies, where the surviving company wishes to 
maintain its existing shareholder composition. In practice, absorption-type mergers are more 
commonly used than consolidation-type mergers.

Company splits can be utilised within a corporate group to either establish a new subsidiary 
or to carve out a business division of one group company and integrate it into another group 
company engaged in similar business activities. It can also be used to transfer part of a 
business outside of the corporate group.

Share exchanges are utilised when existing companies wish to establish a wholly owned 
parent-subsidiary relationship. The company becoming the parent can achieve this goal 
without the preparation of acWuisition funds as it can issue new shares as consideration. 
If a share exchange results in an excessive increase of minority shareholders in the parent 
company, the parent company can implement a share consolidation to reduce the minority 
shareholdersq holdings to less than one share, thereby achieving a sWueeFe-out. It is also 
possible to use cash instead of the parentqs shares as consideration, in which case the 
subsidiaryqs shareholders shall be excluded from the outset.

Share transfers are commonly used to establish a holding company between an existing 
company and its shareholders, making the existing company a wholly owned subsidiary of 
the newly established company.

Partial share exchanges can establish non-wholly owned parent-subsidiary relationships, 
whereas  share  exchanges  and  share  transfers  can  only  establish  wholly  owned 
parent-subsidiary relationships.
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Law stated - 28 February 2025

Laws and regulations
’Kat are tKe .ey Nals and reguNations to consider lKen underta.ing a 
corporate reorganisation(

Dey laws and regulations to consider when undertaking a corporate reorganisation include 
the following•

; Law No.–6 of 2005, as amended (the Companies Act)j

; Law No.25 of &K¥–, as amended (the —inancial Instruments and Exchange Act)j

; Law No.5¥ of &K¥9, as amended (the Act on Prohibition of Private MonopoliFation and 
Maintenance of —air Tradej

; Law  No.26  of  20&–,  as  amended  (the  Act  on  Strengthening  Industrial 
Competitiveness)j

; Law No.22– of &K¥K, as amended (the —oreign Exchange and —oreign Trade Act) and 
related ordersj

; various tax lawsj and

; rules of relevant stock exchanges.

The Companies Act establishes the fundamentals of various corporate reorganisation 
methods. It outlines the procedures reWuired for corporate reorganisations, including 
resolutions by the board of directors and shareholdersq meetings.

The —inancial Instruments and Exchange Act reWuires attention when the company involved 
is a listed company or a company under certain obligations to disclose securities reports. 
The act includes regulations on tender offers, insider trading and timely disclosure.

The Act on Prohibition of Private MonopoliFation and Maintenance of —air Trade prohibits 
corporate reorganisations such as the acWuisition of shares, mergers, company splits and 
business transfers if they substantially restrict competition in certain :elds. Additionally, it 
mandates prior noti:cation for certain corporate reorganisations that are likely to impact the 
market.

The Act on Strengthening Industrial Competitiveness allows competent authorities to 
approve initiatives aimed at improving productivity through business reorganisation as 
certi:ed business reorganisation plans. Initiatives that receive certi:cation are eligible 
for bene:ts such as tax incentives, :nancial support and simpli:cation of reorganisation 
procedures.

The —oreign Exchange and —oreign Trade Act regulates capital transactions and other 
activities with foreign companies or individuals. 1hen foreign investors seek to acWuire 
Japanese companies engaged in certain businesses through methods such as share 
purchases or business transfers, prior noti:cation to the competent authority is reWuired. 
The speci:ed industries include a wide range of sectors, such as the manufacturing of 
weapons and aircraft, general-purpose products with potential military applications, and the 
semiconductor manufacturing industry.
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Tax law is revised annually across various tax-related statutes such as the Corporation Tax 
Act, the Act on Special Measures concerning Taxation and Income Tax Act to facilitate the 
smooth implementation of corporate reorganisations.

Rules of stock exchanges provide various disclosure reWuirements for listed companies.

Law stated - 28 February 2025

National authorities
’Kat are tKe .ey nationaN autKorities to xe conscious of lKen underta.ing 
a corporate reorganisation and lKat roNe does eacK autKority pNay(

The  main  national  authorities  to  be  conscious  of  when  undertaking  a  corporate 
reorganisation are•

; The Ministry of Legal Affairs of Japanj

; The —inancial Services Agency of Japanj

; The Japan —air Trade Commissionj

; The National Tax Agency of Japanj

; The Ministry of Economy, Trade and Industryj and

; The Ministry of —inance of Japan.

If a listed company is involved in the reorganisation, the Tokyo Stock Exchange and any other 
relevant stock exchange are also relevant.

Law stated - 28 February 2025

KEY ISSUES

Preparation
’Kat Eeasures sKouNd xe ta.en to xest prepare for a corporate 
reorganisation(

—irst, it is essential to envisage the structure of the corporate group after the corporate 
reorganisation and consider which method is suitable for the desired structure. %uring 
planning, it is essential to consider the tax implications arising from the use of the corporate 
reorganisation method selected.

Second, as a prereWuisite for implementing the corporate reorganisation, it is necessary to 
assess the business value of the target companies. —rom this perspective, it is often crucial 
to conduct due diligence in different areas. 7owever, due diligence is often conducted in a 
simpli:ed manner in intra-group corporate reorganisations.

Law stated - 28 February 2025

Key departments and operational issues
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’Kat departEents of tKe concerned coEpanies are Eost inSoNSed in 
corporate reorganisations and lKat are tKe Eost cKaNNenging operationaN 
issues(

Corporate reorganisations in Japan typically involve multiple departments, but the most 
critical ones are corporate strategy or business planning, legal, :nance and accounting, 
human resources, investor relations and any business units that are directly affected by the 
corporate reorganisation.

1hile there could be many challenging operational issues in corporate reorganisations, 
stakeholder management is one of the most signi:cant ones. Effective communication with 
key stakeholders V including employees, customers and suppliers V is critical to ensuring 
a smooth transition. Given Japan8s strong labour protections, reducing the workforce often 
reWuires voluntary retirement programs or reassignment efforts to comply with the Labour 
Standards Act and other employment laws. Another consideration is the potential impact on 
supplier and customer relationships. —or example, many contracts contain change of control 
provisions, which may reWuire consent or renegotiation when a corporate reorganisation 
occurs. To avoid disruptions to key supply or customer agreements that could diminish 
the value of the relevant entities, companies undergoing reorganisations should thoroughly 
review their contractual obligations and plan ahead how to engage with counterparties to 
ensure a seamless transition.

Law stated - 28 February 2025

Employment issues
’Kat are tKe Eain issues reNating to eEpNoyees and eEpNoyEent 
contracts to consider in a corporate reorganisation(

Mergers and corporate splits result in comprehensive succession of rights and obligationsj 
therefore, existing employment contracts are maintained as they are.

In the case of a company split, the split agreement or split plan, depending on the type of 
company split, speci:es which employees are transferred to the other company. 7owever, 
since the identity of the employer has a signi:cant impact on the employees, various 
protections are in place for the employees. The Act on the Succession of Labour Contracts 
upon Company Split (Law No. &0' of 2000) and its related rules and guidelines stipulate 
that prior noti:cation to employees and labour unions is reWuired for a company split. Also, 
employees who are not transferred despite being engaged in the business to be transferred 
have the right to lodge an ob‘ection.

In the case of a business transfer, the individual consent of employees is reWuired to transfer 
employment contracts to the other company. The Ministry of 7ealth, Labour and 1elfare 
instructs companies in its guidelines to obtain individual consent from employees after 
su4cient consultation.

If companies wish to lay off employees or change terms of employment as part of 
a corporate reorganisation, they should be aware that there are strict reWuirements for 
employee dismissals under the Labour Standards Act (including ‘udicial precedents based 
on the Act), which apply in the case of corporate reorganisations including mergers and 
company splits.
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Law stated - 28 February 2025

Employment issues
’Kat are tKe Eain issues reNating to pensions and otKer xenevts to 
consider in a corporate reorganisation(

In mergers and company splits, the terms of employment (including pensions and other 
welfare bene:ts) are transferred without change.

If the welfare bene:ts of the transferor are more comprehensive than those of the transferee, 
in theory, they are transferred as they are. 7owever, it is customary for the transferee to seek 
standardisation of welfare bene:ts. Typically, negotiations are conducted with the affected 
employees to align the level of welfare bene:ts with those of the transferee.

In the case of business transfers, employment contracts between the transferor and its 
employees are not automatically transferred to the transferee.

To transfer an employee, the transferee may either• (&) obtain the individual consent of the 
employee after offering the same employment terms (including pension) as the transferorj 
or (2) enter into a new employment contract with the employee.

Law stated - 28 February 2025

Financial assistance
,s vnanciaN assistance proKixited or restricted in your Ourisdiction(

In Japan, there is no eWuivalent concept of :nancial assistance in the context of corporate 
reorganisations.

Nonetheless,  when  a  company  considers  providing  :nancial  assistance  without 
consideration as part of its activities, it is imperative for its directors to act in accordance with 
their duties of care and loyalty and carefully assess whether such decision is reasonable. 
Moreover, if a company provides :nancial assistance without consideration, there is a risk 
of it being recognised as a taxable donation.

Law stated - 28 February 2025

Common problems
’Kat are tKe Eost coEEonNy oSerNoo.ed issues or fre)uentNy as.ed 
)uestions in a corporate reorganisation(

The involvement of companies in :nancial distress in corporate reorganisations may often 
become an issue.

—irst, regarding mergers, it is possible for an insolvent company to be the dissolving company 
in an absorption-type merger. —or example, a parent company may decide to absorb a wholly 
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owned subsidiary that is insolvent. 7owever, in such case, the surviving company must 
explain the situation and obtain approval from its shareholders at a shareholdersq meeting.

Next, regarding company splits, an insolvent company may decide to transfer certain 
business divisions to another company or a newly established company through a company 
split. To protect the creditors of the splitting company, the Companies Act stipulates that 
if the splitting company conducts a company split knowing that it will harm remaining 
creditors, those creditors can demand the successor or newly established company to 
ful:l obligations up to the value of the transferred assets. Additionally, legal precedent has 
established that if the consideration for the company split is not reasonable, the creditors 
remaining with the splitting company can nullify the split to the extent necessary to secure 
their claims. —urthermore, if the remaining splitting company enters proceedings such 
as bankruptcy, the bankruptcy trustee has the right to exercise avoidance powers if the 
consideration for the company split is deemed unreasonable. Therefore, when an insolvent 
company undertakes a company split, it is crucial to ensure that the consideration is fair and 
reasonable.

—inally, when an insolvent company attempts to carve out its pro:table business segment 
through a business transfer, similar risks arise as with a company split. Unless careful 
attention is paid to the fairness of the consideration, there is a risk that creditors may partially 
rescind the business transfer, or that the bankruptcy trustee may exercise avoidance powers 
if the insolvent company declares bankruptcy after the transfer.

If an insolvent company is undergoing formal rehabilitation proceedings such as civil 
rehabilitation proceedings or corporate reorganisation proceedings,  it  is possible to 
implement corporate reorganisation measures during these respective procedures.

Law stated - 28 February 2025

ACCOUNTING AND TAX

Accounting and valuation
jol liNN tKe corporate reorganisation xe treated froE an accounting 
perspectiSe( jol are target assets and xusinesses SaNued(

The accounting treatment of corporate reorganisations is governed by the Accounting Rule 
for Corporate Combination.

Under the rules, the accounting treatment of corporate reorganisations does not vary 
according to each reorganisation method, but rather depends on how the control relationship 
changed before and after the corporate reorganisation. It is classi:ed into the following three 
categories•

; acWuisitionj

; transactions under common controlj and

; formation of ‘oint ventures.

—irst, qacWuisitionq refers to when one company gains control over another company or 
businesses that constitute the company. The accounting treatment for acWuisitions follows 
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the purchase method, where the acWuiring company evaluates the fair market value of the 
acWuired company or business at the time of acWuisition for accounting purposes.

Next, qtransactions under common controlq refer to corporate reorganisations where all 
the entities involved, before and after the reorganisation, are ultimately controlled by the 
same shareholders and this control is not temporary. As the control relationship remains 
unchanged, the acWuired company or business is generally accounted for at the appropriate 
book value immediately before the transfer.

Lastly, qformation of ‘oint venturesq entails the creation of an enterprise ‘ointly controlled by 
multiple independent companies through contracts or other means. To Wualify as a ‘oint 
venture formation, there must be multiple independent companies controlling the business 
before and after the corporate reorganisation, and speci:c reWuirements such as ‘oint control 
agreements must be met. The accounting treatment for the formation of ‘oint ventures 
involves accounting procedures for both the controlling companies and the controlled 
companies. The controlling companies account for the assets and liabilities acWuired by the 
‘oint venture at their fair book values before the transfer.

Law stated - 28 February 2025

Tax issues
’Kat taI issues need to xe considered( ’Kat are tKe taI iEpNications of 
carrying out a corporate reorganisation(

1hether a corporate reorganisation is tax Wuali:ed is a signi:cant factor in choosing the 
reorganisation method. Therefore, companies should carefully consider the tax treatment 
of a corporate reorganisation with assistance from tax professionals.

The general rule under the Corporate Tax Act is that, when a company transfers assets or 
liabilities to another company, such assets or liabilities are assessed at fair market value. 
Also, gains or losses on the transfer of assets or liabilities should be recognised at the time 
of transfer.

7owever, if the reWuirements for a Wuali:ed reorganisation are met (ie, the corporate 
reorganisation is tax-Wuali:ed), assets and liabilities transferred due to the corporate 
reorganisation can be transferred at book value. This means that the transferee can defer 
the recognition of these assets and liabilities until they are subseWuently disposed of. 
Additionally, latent gains and losses do not need to be recognised immediately.

The reWuirements for a tax-Wuali:ed reorganisation vary depending on the relationship 
between the companies involved in the reorganisation. The following table provides a 
simpli:ed overview of the reWuirements.
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These reWuirements for tax Wuali:cation are not always clear cutj thus, it is important to 
obtain advice from tax professionals.

Law stated - 28 February 2025

CONSENT AND APPROVALS

External consent and approvals
’Kat eIternaN consent and approSaNs liNN xe re)uired for tKe corporate 
reorganisation(

—irst, there are restrictions on the implementation of corporate reorganisations in certain 
industries. —or example, mergers involving banks reWuire approval from the Prime Minister 
to be effective. The same applies to insurance companies.
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Next, when companies involved in company splits are engaged in businesses that reWuire 
permits or approvals from competent authorities, it is necessary to determine the impact of 
the company split on such permits or approvals, including•

; whether  such  permits  or  approvals  are  automatically  transferred  and  only 
post-noti:cation is reWuiredj

; whether prior approval from the authorities is reWuiredj

; the permits or approvals are a condition for the effectiveness of the merger or 
company splitj and

; whether new registrations or permits need to be obtained, because the system may 
vary for each permit or approval.

In some cases, an agreement with a third party may• (&) reWuire prior approval by the third 
party of a corporate reorganisationj or (2) give the third party a termination right in the case 
of a corporate reorganisation. If the company involved has entered into a loan agreement, 
there may be covenants reWuiring prior consent of the lenders when undergoing corporate 
reorganisation.

Additionally,  there may be change-of-control  provisions in agreements,  under which 
corporate reorganisations that result in change of control of a party trigger termination rights 
and other effects.

Law stated - 28 February 2025

Internal consent and approvals
’Kat internaN corporate consent and approSaNs liNN xe re)uired for tKe 
corporate reorganisation(

Generally, when implementing corporate reorganisations, approval by the board of directors 
is reWuired.

In addition, in the case of a merger, company split, share exchange, share transfer or partial 
share exchange, approval by a special resolution of the shareholdersq meeting is reWuired at 
one or more of the companies involved. 7owever, when conditions for simpli:ed proceedings 
(in principle, when one company is considerably smaller than the other company) or short 
form proceedings (when one company owns K0 per cent or more of the voting rights of the 
other company) are met, approval by a shareholdersq meeting may not be reWuired. Simpli:ed 
proceedings are available for mergers, company splits, share exchanges and partial share 
exchanges, whereas short-form proceedings are available for mergers, company splits and 
share exchanges.

In the case of a business transfer where the sub‘ect of transfer constitutes all or a signi:cant 
part of a companyqs business, approval by a special resolution of the shareholdersq meeting is 
reWuired at the transferor company. In general, a shareholder resolution is not reWuired at the 
transferee companyj however, if all of a companyqs business is being transferred, a special 
resolution of the shareholdersq meeting becomes necessary at the transferee company. Even 
in such cases, when conditions for simpli:ed proceedings or short form proceedings are 
met, a shareholder resolution is not reWuired at either one or both of the companies involved.
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A special resolution reWuires the presence of shareholders holding a ma‘ority of the voting 
rights and the approval of at least two-thirds of the voting rights of the shareholders present.

Law stated - 28 February 2025

ASSETS

Shared assets
jol are sKared assets and serSices used xy tKe target coEpany or 
xusiness typicaNNy treated(

If  assets  or  services  are  used  based  on  an  agreement,  the  impact  of  a  corporate 
reorganisation on such use depends on the terms of the agreement.

Especially with regard to assets and services that are crucial for business operations, 
companies should thoroughly consider the impact of corporate reorganisation on their use 
before implementation. In cases where a business is being separated or carved out as part 
of a corporate reorganisation, it may be necessary for the parties to enter into a transition 
services agreement to allow the separated entity to continue using certain assets or services 
for a transitional period. This ensures operational continuity while the new entity establishes 
independent systems and resources.

Law stated - 28 February 2025

Transferring assets
Are tKere any restrictions on transferring assets to reNated coEpanies( ,f 
notH are tKere Eeasures tKat can xe ta.en to aNNol sucK a transfer(

There are no speci:c restrictions on transferring assets to related companiesj however 
generally, when a company sells signi:cant assets, approval from the board of directors is 
reWuired under the Companies Act. Additionally, if the directors of the seller and the buyer are 
the same individuals, the transfer of assets may constitute a conHict-of-interest transaction 
and reWuire approval from the board of directors.

Law stated - 28 February 2025

Transferring assets
ban assets xe transferred for Ness tKan tKeir Ear.et SaNue(

It is legally possible to transfer assets for less than market valuej however, when a stock 
company sells its assets below market price, it may raise issues concerning the directors8 
duty of care.

Additionally, if the buyer is an individual, gift tax may apply, and if the buyer is a company, 
the difference between the market price and the sale price may be considered a gain from 
donation and sub‘ect to corporate tax.

Law stated - 28 February 2025
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FORMALITIES

Date of reorganisation
ban a corporate reorganisation xe xac.dated or deeEed to KaSe aNready 
ta.en pNaceH for eIaEpNeH froE tKe start of tKe vnanciaN year(

A corporate reorganisation cannot be backdated or deemed to have already taken place as 
the Companies Act mandates various procedures (such as shareholder resolutions, board 
resolutions, registration, etc) for corporate reorganisations to become effective.

Law stated - 28 February 2025

Documentation
’Kat docuEentation is re)uired or adSisaxNe in a corporate 
reorganisation(

Mergers are contractual agreements between the parties involvedj therefore, the execution 
of a merger agreement specifying matters such as the merger conditions, the structure 
of the surviving company or newly established company and the progress of the merger 
proceedings, is reWuired for both absorption-type mergers and consolidation-type mergers.

Absorption-type company splits are, similar to mergers, contractual agreements between 
the parties involved. The companies involved in an absorption-type company split must 
conclude a company split agreement specifying the conditions of the split (such as the rights 
and obligations to be absorbed, the absorption split price, etc) and other matters such as the 
effective date of the company split. In the case of an incorporation-type company split, the 
splitting company must prepare an incorporation-type company split plan, which speci:es 
the rights and obligations to be transferred to the newly established company, and other 
conditions of the company split.

In the case of a share exchange, the parties involved must conclude a share exchange 
agreement specifying the conditions of the share exchange. In the case of a share transfer, 
the company becoming the wholly owned subsidiary through the share transfer must 
prepare a share transfer plan, which must specify matters such as the conditions of the 
share transfer.

In the case of a partial share exchange, the to-be-parent company must prepare a partial 
share exchange plan, which must indicate the company to be its subsidiary, the minimum 
number of shares to be acWuired by the to-be-parent company, and the conditions of the 
partial share exchange, etc.

In the case of an entity conversion (ie, when a stock company converts to a membership 
company, such as a limited liability company, or when a membership company converts to 
a stock company), the preparation of an entity conversion plan is reWuired. Such a plan must 
specify matters including the post-conversion structure and framework of the company.

Law stated - 28 February 2025
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Representations, warranties and indemnities
wKouNd representationsH larranties or indeEnities xe giSen xy tKe parties 
in a corporate reorganisation( ,f soH lKicK are Eost coEEon(

1hile statutes do not reWuire representations, warranties or indemnities to be given in 
corporate reorganisations, contracts among involved parties often include representations 
and warranties clauses and indemni:cation clauses. Such clauses are less common in 
intra-group corporate reorganisations.

Law stated - 28 February 2025

Assets versus going concern
Does it Ea.e any difference lKetKer assets or a xusiness as a going 
concern are transferred(

The treatment of asset transfers and business transfers differs in the context of tax law.

The tax treatment of an asset transfer is decided based on the fair market value at the time 
of transfer.

In the case of a business transfer (ie, when business is transferred as a going concern), the 
sub‘ect of transfer includes not only the assets constituting the business but also liabilities 
and other elements such as know-how. Therefore, there is often a difference between the 
purchase price of the business and the fair market value of the assets constituting the 
business. This difference is recognised as goodwill and is amortised over :ve years in 
accordance with tax law.

Law stated - 28 February 2025

Types of entity
FIpNain tKe .ey differences xetleen puxNicH priSateH goSernEent 
or non-provt entities to consider lKen underta.ing a corporate 
reorganisation‘

Non-pro:t organisations such as general incorporated associations, general incorporated 
foundations and corporations engaging in speci:ed non-pro:t activities cannot undergo 
entity  conversions to  become for-pro:t  organisations  such as  stock  companies  or 
membership companies.

—urthermore, the following conversions are not allowed• a general incorporated association 
to become a general incorporated foundation or a corporation engaging in speci:ed 
non-pro:t activitiesj a general incorporated foundation to become a general incorporated 
association or a corporation engaging in speci:ed non-pro:t activitiesj a corporation 
engaging in speci:ed non-pro:t activities to become a general incorporated association or 
a general incorporated foundation.

Possible reorganisation options include• a general incorporated association to undergo 
absorption-type merger or consolidation-type merger with another general incorporated 
association, a public interest incorporated association, general incorporated foundation or 
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public interest incorporated foundationj and a general incorporated foundation to undergo 
absorption-type merger or consolidation-type merger with another general incorporated 
foundation, a general incorporated association, public interest incorporated foundation or 
general incorporated foundation.

General incorporated associations, general incorporated foundations and public interest 
corporations (public interest incorporated associations and public interest incorporated 
foundations)  may  implement  business  transfers,  but  in  the  case  of  public  interest 
corporations, prior noti:cation to the relevant administrative agency is reWuired.

Law stated - 28 February 2025

Post-reorganisation steps
Do any vNings or otKer post-reorganisation steps need to xe ta.en after 
tKe corporate reorganisation(

Under the Companies Act, some corporate reorganisations reWuire registration after their 
effects take place. In the case of absorption-type mergers and absorption-type company 
splits, registration must be completed within two weeks of the effective date at the location 
of the main o4ce of the surviving company or successor company. The same reWuirement 
for registration applies to entity conversions. In the case of share exchanges and partial 
share exchanges, registration of changes such as changes in the total number of authorised 
shares, must be completed.

Also under the Companies Act, in the case of mergers, company splits, share transfers, 
share exchanges and partial share exchanges, a company must prepare post-disclosure 
documents  and  keep  them  at  the  main  o4ce  for  six  months  after  the  corporate 
reorganisation takes place.

In the case of listed companies undergoing corporate reorganisation, there are certain 
instances where they must submit interim reports. Additionally, investors who acWuire a 
certain amount of listed shares (or share options, etc) are reWuired to submit a Statement of 
Large Qolume 7olding to the %irector General of the local :nance bureau.

If a foreign investor acWuires &0 per cent or more of the shares of a Japanese company 
through corporate reorganisation, they are reWuired to submit a post-reporting document in 
accordance with the —oreign Exchange and —oreign Trade Act.

Law stated - 28 February 2025

UPDATE AND TRENDS

Hot topics
’Kat are your predictions for neIt year and Kol liNN tKese iEpact 
corporate reorganisations in your Ourisdiction 5for eIaEpNeH eIpected 
trends or pending NegisNation6(

The Japanese government has been implementing various policies to facilitate the smooth 
entry and exit of companies, including strengthening the investment functions of public 
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and private funds and improving tax systems. The government has also expressed its 
intention to expand the scope of M3A transactions using shares as consideration, and the 
matter was submitted for deliberation by the Legislative Council of the Ministry of Justice in 
—ebruary 2025. —uture legislative amendments could make it easier to conduct corporate 
reorganisations using share consideration. Corporate reorganisations are expected to 
remain active in 2025 as they align with the governmentqs incentives.

Tax  law  is  amended  each  year  across  various  statutes  to  facilitate  the  smooth 
implementation of corporate reorganisationsj therefore, companies considering such 
reorganisations should consult tax professionals for planning based on the most current tax 
laws.

Law stated - 28 February 2025
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