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The foreign and domestic environments surrounding foreign direct invest-
ment (FDI) in Japan have changed drastically in recent years. The “Basic Poli-
cy on Economic and Fiscal Management and Reform 2022” decided by the
Cabinet on June 7, 2022 indicates their goal of achieving 80 trillion yen in
FDIs in Japan by the year 2030. In order for Japan to be chosen by investors as
“the country to invest in” during these turbulent times, the Japanese govern-
ment, local governments, supporting organizations, and dedicated practi-
tioners are making concerted efforts to promote FDI in Japan.

This article briefly provides a high level view of the procedures for foreign
investors to establish and operate a company in Japan, as well as noteworthy
practical considerations and basic knowledge. This article is prepared in both
Japanese and English in order to serve as a reference for foreign investors who
may be considering investing in Japan, and to benefit judicial scriveners who
support foreign investors’ entering the Japan market in English. For informa-
tion that is not included in this article, we have provided links to various re-
sources that can be accessed in English.

|_ Our hope is that this article will help promote FDI in Japan. _I
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Selecting a Type of Corpora-
tion

When entering the Japan market, a
foreign investor must first consider

what type of corporation to establish.

(1) Type of Corporation

For-profit foreign companies con-
ducting ongoing transactions in Japan
could be established as a “Japanese
branch of a foreign company,” or as a
subsidiary of a foreign company in
the form of a “kabushiki kaisha
(stock company)” or “godo kaisha
(limited liability company).” “Repre-
sentative office” is suitable for market
research purposes, while “ippan sha-
dan hojin (general incorporated asso-
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ciation)” is appropriate for corpora-

tions whose main purpose is not

for-profit.
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(2) Kabushiki Kaisha

A kabushiki kaisha is the first
choice as a vehicle for starting a busi-
ness in Japan because it is the most
basic corporate form in Japan and has
high social credibility. A kabushiki
kaisha is a type of corporation in
which ownership and management
are separated, with shareholders in-
vesting capital and delegating man-

NO.73302022.12 =& 5



agement to directors. The Companies
Act allows for various types of organi-
zational structures based on the needs
of each company. These include sim-
ple organizations with only one direc-
tor (limited to individuals) or organi-
zations with a board of directors
(consisting of at least three directors),
corporate auditors, and financial au-
ditors. The procedure of establishing
a kabushiki kaisha is relatively com-
plex, and cost is relatively high. Com-
pliance matters after establishment
are also stipulated depending on the
type of corporation, such as the re-
quirement of holding a board meeting
at least once every three months (in
the case of a company with a board
of directors), holding an annual
shareholders’ meeting once a year,
publicizing financial statements, and
changing the registration every two
years after the officers’ terms of office
are completed (usually two years). In
addition, maintenance costs are rela-

tively high.

3) AFztt

AESHIE. HBOH L VWY 1 TOoRt
ERTHD, HEFHELHLRE 21T
I\ A EREP—HL TR 1 TOx
HTHs. HBITEATL XV, 2085
HIIL LD 1 BOBBHERTE (EAN)
ZRIETHLENH S, HELFIHSH
BESICE>TCELAHERETHD., B

6 EH -t NO.73302022.12

FHAEBNEZTHY . FLI A M RY
MR A N EAHBNR V. HRER
MM etichkrRsEE2b00, #HE
PEOLREETOREE - 7L F Y
T4 —ICMA, HERKOMEREE S
<, REAHZRIAE, HEOEHL 2L,
BERXAY Y bBHZ, HRAKICERLIE
SOV ORIF. BARICB B HlsERE
L LTARSHZRBIRL TV,

(3) Godo Kaisha

A godo kaisha is a relatively new
type of corporation, whereby mem-
bers invest capital and manages it
themselves, and ownership and man-
agement coincide. Members may be a
corporation, in which case at least
one person (an individual) must be
appointed to execute the duties (sho-
kumu shikkosha). This type of corpo-
ration has a relatively simple incorpo-
ration procedure and relatively low
incorporation and maintenance costs,
and has become increasingly popular
in recent years. Though godo kaishas
have less social credibility than a ka-
bushiki kaishas, they have many ad-
vantages, including the speed and
flexibility of management by members
themselves, no obligation to hold a
general meeting of members, no need
to publicize financial statements, and
no term of office for officers. Some of
the world’s most prominent foreign

companies choose to run their Japa-



nese business under a godo kaisha.
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Overview of Company Incor-
poration Procedures and In-
corporation Costs, etc.

Below is a brief overview of the

procedures and costs involved in in-
corporating a company, as well as ba-
sic information on various certificates

and other documents.

(1) Overview of company incor-
poration procedures
Although the procedures differ
slightly between a kabushiki kaisha
and a godo kaisha, the general proce-
dures for incorporation are as follows:

@ Determine a trade name and
search for similar existing trade
names;

@ Determine basic components in-
cluding capital amount, head office,
organizational structure, officers,
etc.;

® Order a corporate seal (inkan);

@ Prepare the necessary documents
for the certification of articles of in-
corporation (unnecessary for godo
kaisha);

® Certification of articles of incor-
poration, and declaration of benefi-
cial owner at the notary public (un-
necessary for godo kaisha);

® Pay in capital amount;

@ Prepare documents necessary for
registration application; and

Apply for registration and register
a seal.

The time required to establish a ka-
bushiki kaisha depends by case, but
often requires approximately two
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weeks to one month due to the need
to obtain the original signature certifi-
cate and other documents from over-
seas. In many cases, a godo kaisha
can be established faster than a kabu-
shiki kaisha because it does not re-
quire certification of articles of incor-

poration or bank transfer of capital.
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(2) Cost of incorporation

The total cost of incorporating a
kabushiki kaisha is approximately
210,000 yen. This includes the fee for
certification of articles of incorpora-
tion (30,000 to 50,000 yen depending
on the amount of capital), a minimum
registration and license tax of 150,000
yen (or 0.7% of the amount of capi-
tal), and other administrative expens-
es such as the cost of a seal (inkan)
and mailing costs. A 40,000 yen reve-
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nue stamp is required if the articles of
incorporation is paper-based, but this
fee is not required when sent elec-
tronically.

The total cost of incorporating a
godo kaisha is approximately 110,000
yen. This includes a minimum regis-
tration and license tax of 60,000 yen
(or 0.7% of the amount of capital),
and other administrative expenses
such as the cost of a seal (inkan) and

mailing costs.
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(3) Various certificates that can
be obtained after incorpora-
tion

Once a company is incorporated

and registered, a certificate of entire
records, which contains basic infor-
mation of the company, can be ob-
tained. The same information can be
obtained online. In addition, a com-
pany may apply for a seal registration



card and obtain a seal registration
certificate that includes the impression
of the corporate seal and the name of
the representative director of the
company. However, these certificates
are available in Japanese only, as reg-
istration is conducted only in Japa-

nese.
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(4) Corporate registration num-
ber and corporate number
The incorporated company will be
assigned a unique 12-digit corporate
registration number, which will be
listed on the certificate of entire re-
cords. For tax purposes, a 13-digit
corporate number will be assigned,
which consists of the 12-digit corpo-

rate registration number and one ad-
ditional digit. Soon after incorpora-
tion, the head office will receive a
Notice of Designation of Corporate
Number by the National Tax Agency,
which will indicate the corporation’s
corporate number. Please keep in
mind that the importance of this no-
tice may be overlooked as it is only
provided in Japanese.

Corporate numbers can be searched
on the National Tax Agency’s Corpo-
rate Number Publication Site (https://
www.houjin-bangou.nta.go.jp/en/)

(English language is available).
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Important Points Concern-

ing Incorporation Proce-

dures

Below lists some frequently asked
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questions and practical points to keep
in mind during the incorporation pro-

Cess.

(1) Searching for similar exist-
ing trade names

With the enforcement of the Com-
panies Act, the restrictions on similar
trade names was abolished, and only
those with identical trade names at
the same location of another corpora-
tion cannot be registered under Arti-
cle 27 of the Commercial Registration
Act. However, from the perspective of
the Unfair Competition Prevention
Law, it is necessary to research similar
trade names using the Ministry of Jus-
tice’s online registration information
service or the National Tax Agency’s

Corporation Number Publication Site.
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(2) Determining capital amount
Under the Companies Act, any
amount can be contributed, with no
minimum or maximum amount stipu-

lated. In practice, given the cost in-
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volved in obtaining a visa, capital is
often set at or over 5 million yen, and
in many cases, set at under 10 million
yen (consumption tax exemption) or
100 million yen or less (preferential
taxation system for small and medi-
um-sized enterprises) in accordance

with tax law delimitations.
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(3) Determining head office

From the perspective of establishing
the company’s societal credibility, it is
desirable to lease a room in an office
building as head office, but in some
cases, it is difficult for foreign compa-
nies to rent an office before its incor-
poration. In such cases, a so-called
“serviced office” or the representa-
tive’s home address can be used in
the interim during the incorporation
process, and a registration for head
office relocation can be filed once an
appropriate office lease contract is



concluded.
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(4) Determining officers

When establishing a company, at
least one director (for kabushiki kai-
sha) and at least one member (for
godo kaisha) must be appointed to
the company. In a kabushiki kaisha
or godo kaisha, the officers are not
required to be residents of Japan un-
der laws and regulations, and a com-
pany may be incorporated solely with
officers of foreign nationality residing

abroad. However, since a Japanese
resident representative is often re-
quired to open a bank account for the
new company after its establishment,
in practical terms, it is recommended
that a representative residing in Japan
be appointed at least until the bank
account is opened.

The term of office for a director of a
kabushiki kaisha is between one to
ten years, and can be stipulated in the
articles of incorporation. The length is
often set to two years to coincide with
the term of office under the Compa-
nies Act. It is important to carefully
consider the term of office, as a higher
turnover requires a higher frequency
in which registrations of reappoint-
ment are filed, thus resulting in higher
cost, but longer terms of office bear
the risk of high damages if the officer
is terminated during their term.
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(5) Ordering corporate seals

It is customary in Japanese business
practice to use a corporate seal rather
than a signature. When incorporating
a company, it is in principle necessary
to create a corporate seal and register
it at the Legal Affairs Bureau. The
corporate seal subject to registration
needs to be ready prior to making the
application for registration.

The seal registration certificate
(inkan toroku shomeisho) is widely
used as an official certificate rather
than the company representative’s
signature certificate. For example, a
material contract such as a real estate
sales contract must be affixed with a
registered seal and a certificate of seal
registration must also be submitted.

As you can see, the registered cor-
porate seal is equivalent in impor-
tance to the signature of the represen-

tative, and must be handled with care.
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(6) Certification of articles of
incorporation (for a kabushi-
ki kaisha)

Prior to applying for registration,
the articles of incorporation of the
new company must be certified by a
Japanese notary public with jurisdic-
tion over the location of the head of-
fice. If the incorporator is a foreign in-
vestor, an original affidavit or other
original document certified by a nota-
ry public in the investor’s home coun-
try is required, as well as the original
signed articles of incorporation and a
power of attorney.

In addition, when certifying the arti-
cles of incorporation, the name, ad-
dress and date of birth of the benefi-
cial owners at the time of
incorporation, and whether or not
they are a member of an organized
crime group, etc. must be declared.

Certification of articles of incorpo-
ration is unnecessary when establish-

ing a godo kaisha.
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(7) Pay in capital

When establishing a kabushiki kai-
sha, capital must be paid into a Japa-
nese bank account.

If the incorporator has a bank ac-
count, then that account can be used.
However, there are not many cases in
which an incorporator, who is a for-
eign national or foreign corporation,
possesses a bank account in Japan. If
any of the founding directors is a resi-
dent of Japan, the personal bank ac-
count of said founding director shall
be used. If there are no residents of
Japan available, then the bank ac-

count of a third party (deposit ac-
count of a judicial scrivener or law-
yer) can be used. However, if the
incorporator has a bank account at an
overseas branch of a Japanese bank,
that account can be used.

In the case of a godo kaisha, there
is no need to deposit capital into a
Japanese bank account, since the
method by which the representative
member deposits the member’s contri-
bution is recognized as paid-in capi-
tal.
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(8) Application for registration
and seal registration
Kabushiki kaisha and godo kaisha
are established once they submit their
application for registration of incorpo-
ration with the Legal Affairs Bureau
that has jurisdiction over the location
of the head office. In principle, the
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registration of corporate seal and ap-
plication for registration of the com-
pany are submitted to the Legal Af-
fairs Bureau at the same time. The
date on which the application for reg-
istration is submitted becomes the
date of incorporation. Please plan ac-
cordingly if you wish for the date of
incorporation to be on a certain date.

The processing of registrations for
applications for incorporation is prior-
itized at the Legal Affairs Bureau, and
with the exception of busy periods,
are generally completed within three

days of application.
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Procedures Required After
Incorporation

Below is the summary of procedures
required after incorporation.
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(1) Tax and labor procedures

For the purpose of local taxes and
national taxes, a notification of incor-
poration is required to be submitted
to a competent district tax office in
which taxes are paid, without delay
upon incorporation.

Also, New Application Form for So-
cial Insurance and Employees’ Pen-
sion Insurance is required to be sub-
mitted to a competent pension office
at the company’s location.

It is often the case that tax proce-
dures are handled by a certified public
tax accountant or certified public ac-
countant and labor procedures are
handled by a certified social insurance
labor consultant.
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(2) Opening a bank account;

transfer of stated capital

As a new company may open a
bank account only after its incorpora-
tion, it shall open an account with a
desired bank upon completion of in-
corporation registration. In general,
the screening process involved when
foreign companies open a bank
acount is time-consuming (about two
to three months), and as such it is
recommended that foreign companies
take several measures to facilitate
passing screening by a bank (such as
appointing a resident officer in Japan,
creating a Japanese version of the
company website, preparing business
plans, accounting documents, and in-
ternal rules for Japan operations at an
early stage, etc.) prior to its incorpo-
ration.

After the bank account is opened,
capital amount deposited in a bank
account of an incorporator, etc. in the
course of incorporation procedure is
transferred to the bank account of the

new company.
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(3) Reporting under the Foreign
Exchange and Foreign Trade
Act

When a resident of a foreign coun-

try incorporates a kabushiki kaisha
or a godo kaisha in Japan, obtaining
stocks of its own kabushiki kaisha
falls under inward direct investment
under the Foreign Exchange and For-
eign Trade Act (the “FEFTA”) and is
required to make a notification there-
of six months prior to incorporation or
report afterwards within 45 days after
incorporation, depending on the na-
ture of the company’s business. The
notification and reporting mentioned
above will be made through the Bank
of Japan.

0 LHBTHROEEORA Y
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Important Points Concern-
ing Business Operation After
Incorporation

We have listed below important
points of business operations after in-
corporation, such as procedures re-
quired every year and change of reg-

istration.
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(1) In the case of a kabushiki

kaisha

(i) Board of directors

If the kabushiki kaisha has a board
of directors, a meeting of the board of
directors must be held at least once
every three months (each executive
director must report [the status of ex-
ecution of its duties to the board of
directors]). Also, the meeting of the
board of directors must be held after
each business year ends in order to
have financial statements approved.
These meetings of board of directors
may also be held by way of confer-
ence call or web conference. If stipu-
lated under the articles of incorpora-
tion, a resolution of the board of
directors may be passed by written
resolution (though, business execu-
tion reports may not be made by writ-
ten resolution).

Minutes must be prepared upon
holding a meeting of the board of di-
rectors, where directors and company
auditors that attended the meeting
must sign and affix seals to the min-
utes.

(i) Shareholders meeting

The annual shareholders meeting
must be held within three months af-
ter each business year ends to have fi-
nancial statements approved. When a
director’s term of office ends, a direc-
tor shall be appointed (or reappoint-



ed) at the annual shareholders meet-
ing.

In the case of a kabushiki kaisha,
the remuneration amount (at least the
maximum amount) of directors and
company auditors must be determined
at a shareholders meeting. Also, divi-
dends of surplus shall be determined
at a shareholders meeting.

(i Publication of settlement of ac-

counts

After the financial statements have
been approved, a public notice of bal-
ance sheets, etc. should be done by a
public notice method set forth in the
articles of incorporation, such as
through the official gazette. If an elec-
tronic public notice is set forth as the
public notice method, balance sheets
are required to be posted on the
pre-registered website for a period of
five years.

(2) BFRIAOHE

aRHOGE. BN LEED SN/t E
B &I3mnA, REAROERLER
RZEFET 5 E2ERTEDIHZEIL »
nAHEREEREZZHET 5. B, RE
NEDEFLE .

(2) In the case of a godo kaisha
In the case of a godo kaisha, gener-
al meeting of members are not re-
quired under laws and regulations,

but if the convening of general mem-

bers on an annual basis is stipulated
under the articles of incorporation for
the approval of financial statements,
such meetings shall be held. There are
no obligations regarding publication

of financial statements.
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(3) Change of registration pro-
cedures

If any registered matter is changed,
you should undergo change of regis-
tration procedures within two weeks.
General registration matters are as
follows: In practice, it requires atten-
tion in cases such as where an officer
is reappointed or where a representa-
tive director’s address has changed, as
there is the tendency to fail to register

such changes.

- Trade name

- Head office

- Method of public notification

- Date of incorporation

- Business purposes

- Total number of authorized
shares (applicable to kabushiki
kaishas only)

- Total number of issued shares
as well as class and number
(applicable to kabushiki kai-
shas only)

- Issuance of share certificates
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(applicable to kabushiki kai-

shas only)

- Amount of capital

- Restrictions on share transfer

(applicable to kabushiki kai-
shas only)

- Matters regarding officers (such

as name and address of a repre-
sentative director, name of di-
rectors and company auditors,
and date of appointment and
resignation) (applicable to ka-

bushiki kaishas only)

- Matters regarding members

(such as name or trade name of
an executive member, name or
trade name and address of a
representative member, and
name and address of a shoku-
mu shikkosha) (applicable to
godo kaishas only)

- Branch

- Matters regarding company

with board of directors (appli-
cable to kabushiki kaishas
only)

- Matters regarding company

with company auditors (appli-
cable to kabushiki kaishas
only)

- Registration matters (such as

incorporation and relocation of
head office)




are published in English on the Minis-
(s WRZE: | . |
try of Justice’s website and materials

FEBEAOT 2 781 MIBWT, St regarding investment in Japan are
SMFROFAPEETAMSINTVSIZ also published on the website of Ja-
. HSATEOE N B AR SIRERERE GER pan External Trade Organization (le-
JETRO) O =794 bicBWVWTHXH gal alias, JETRO).

BREICHET2ERPARIN TV 2,
- EBEY 2 T7YA b (RSt ORL
Fhi GEERKIL) 12OV T)
https://www.moj.go.jp/EN/MIN]JI
/m_minji06_00001.html
CEBET 2 T7YA N (BRSHORL
FHEICONT)
https://www.moj.go.jp/EN/MIN]JI
/m_minji06_00003.html
- EBEY 7Y GEA - B5E
FEEZE DT DM - BABROFHIZD
W)
https://www.moj.go.jp/ENGLISH/
m_minji06_00004.html
-JETROV = 7% A b (HRTORK
WAL (BTN — AfR))
https://www.jetro.go.jp/en/invest
/setting_up/guide.html
-T2 794+ fHEEREH
HERTE Y > V)
http://www.invest-japan.go.jp/
link/link/en_index.html

0 Links

Details of incorporation procedures

* Ministry of Justice’s website

(Procedures for Establishment of
Stock Companies (establishment
by initiative))
https://www.moj.go.jp/EN/MIN]JI
/m_minji06_00001.html

- Ministry of Justice’s website (Pro-

cedures for Establishment of Lim-
ited Liability Companies)
https://www.moj.go.jp/EN/MIN]JI
/m_minji06_00003.html

* Ministry of Justice’s website

(Procedures of commercial and
corporation registration for
foreign nationals and expatriates)
https://www.moj.go.jp/ENGLISH/
m_minji06_00004.html

- JETRO’s website (How to Set Up

Business in Japan
https://www.jetro.go.jp/en/invest
/setting_up/guide.html

- Cabinet Office’s website (Invest

Japan)
http://www.invest-japan.go.jp/
link/link/en_index.html

NO.73302022.12 =& 19



NENBREROERNOHATOZHBLO TRW

EHE X SAEABREROERITRILD
BREBEGRBEEOEBELTHRELTL
Bo BUMDOBRMBRICE-TRIONS
Y —EZAPEROAFHE, ZBEEITOE
FARICOWVWTZEAT 5D T, HATOR
ORI H Tz > TTHEAWLIZE 20,

HATIE, SIS BEICE > TRIZ
T 5. IR EBELET DL, HARDOMEE
FHCBWTIALKFIHS TV A EE. &
J§, REF R EOBHEBEIHHSIN-E
SLERIHAEIAE . ERBFEOHELEHESLE
AEAZB ORI TE %,

EHET 279 A MCIERHFIICH
oo TOBRIEME LT, BRILFHROEN
PBREOHFF LR TEEOLES % &
DEE SNz RSO FHE (FiE
WAL 1ILOVWT] KU [BESHEOBRLF
FicoWT] OR=IYDBBH I TV 5,
Zofl, [HEA - BHEEE DT DG -

company in Japan
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Invitation to foreign investors to establish a

The Ministry of Justice provides
useful information to foreign investors
in cooperation with relevant organiza-
tions. When considering starting a
business in Japan, keep in mind that
the Ministry of Justice provides guid-

ance on services available when regis-
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Ministry of Justice, Civil Affairs Bureau Commercial Affairs Division Chief

tering a company, how to obtain relat-
ed information, and reffers specialists
who will provide support about the-
ose precedures.

In Japan, a company is established
by registration of incorporation. After

registering a company as an incorpo-



rated company, a company can use a
certificate of registered information
which certifies important matters such
as trade name, head office, and repre-
sentative, a certificate of a representa-
tive's seal impression and electronic
certificate which are widely used in
Japanese busidess transactions.

The Ministry of Justice website pro-
vides information regarding the incor-
poration of companies on the following
pages: “Procedures for Establishment
of Stock Companies (establishment
by initiative)” and “Procedures for Es-
tablishment of Limited Liability Com-
panies” which contain information
about incorporation procedures and
examples of descriptions in applica-
tions for registration and documents
attached to the application. In addi-
tion, there are also must-see-pages for
foreign investors, “Procedures of com-
mercial and corporation registration

for foreign nationals and expatriates”.

Please use those along with the JET-
RO website’s “How to Set Up Busi-
ness in Japan (model case explana-
tion)”.

Qualified judicial scriveners, sup-
port foreign investors who establish
companies. In Japan, it is common to
have judicial scriveners apply for the
registration of the company upon re-
quest, so they can make the registra-
tion with confidence even if there is
concern about incorporation proce-
dures or regstration application proce-
dures A list of foreign language-com-
patible professions can be found on
the Financial Services Agency website
(https://www.fsa.go.jp/internationalfi
nancialcenter/our-support/business/
judicialscrivener/).

Dear foreign investors, please con-
sider establishing a company in Japan,
a country continuing to grow eco-

nomically.
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https://www.shiho-shoshi.or.jp/
consulting/corporation/

For foreign national who want to start a busi-
ness in Japan - support of Shiho-shoshi Lawyer

In doing business, there is no differ-
ence in using a company as a vehicle
whether in foreign countries or in Ja-
pan. Registration is an essential re-
quirement when establishing a com-
pany in Japan. A Shiho-shoshi Lawyer
is a person with national qualifica-
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tions who can represent the applica-
tion for registration and provide con-
sultation. Although knowledge of the
Companies Act is essential and re-
quired when registering a company
towards its establishment, a Shi-
ho-shoshi Lawyer can be a reliable re-



source as they are well versed in
practical procedures in the field.

The Shiho-shoshi Lawyer system
turned 150 years old this year, and in
its long history, they have been rooted
in the community as legal practi-
tioners and as consultants of corpo-
rate legal affairs, which lead to gain
the strong trust of citizens. In addi-
tion, one of the greatest strengths of
Shiho-shoshi Lawyers is that they ex-
ist in all prefectures in Japan. There-
fore, it is easy to find a Shiho-shoshi
Lawyer suitable for each need even
when starting a business outside the
metropolitan area. In establishing and
operating a company, the company
may face various challenges other

SCEOEEH - EEERLET,

than registration. In such cases, Shi-
ho-shoshi Lawyers can be relied upon
in terms of providing useful informa-
tion and necessary advice.

When you think about starting a
business in Japan, why not consult a
Shiho-shoshi Lawyer first? As a for-
eign natinal, there may be language
and customs barriers, but I am con-
vinced that a Shiho-shoshi Lawyer
with a spirit of “hospitality” will help

open the door to entrepreneurship.

Japan Federation of Shiho-Shoshi
Lawyers’ Associations’ website

https://www.shiho-shoshi.or.jp/
global/english/
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