State of notifications related to business combinations in fiscal year 2019
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The Japan Fair Trade Commission

Partl State of acceptance and investigation of notifications of acquisition of stock

In FY2019, the JFTC received 310 notifications of business combination plans
(down 3.4% from the previous fiscal year), of which notifications of acquisition of
stock numbered 264, notifications of merger 12, notifications of demerger 12,
notifications of joint share transfer 3, and notifications of business acquisition, etc.
19.

Of the 310 notifications received in FY2019, the “number of cases where the JFTC
issued a notice to the effect that the JFTC would not issue a cease and desist order on
the grounds that the primary review found no problems under the
Antimonopoly Act (hereinafter AMA)” was 300, the “number of cases subjected to the
secondary review on the grounds that further detailed examination would be
necessary”, was 1, and the “number of cases withdrawn during the preliminary
investigation” , was 9.

As well, among the cases closed in FY2019, there were 4 cases in which the JFTC
determined that there would be no issues in terms of the AMA given the
implementation of remedies proposed by the Parties and 6 cases which were
concerned with business combination plans which did not require notifications
(cases in which a corporation consulted with the JFTC or cases in which the JFTC
reviewed the business combinations voluntarily)

The state of acceptance and investigation of notifications in the past three
years is shown in Table 1, Table 2, and Table 3.

* As this is a tentative translation, please refer to the original that written in Japanese
form more details.



Table 1. Processing status of notifications received in the past three fiscal years

(Note 1) Cases where the JFTC issued a notice to the effect that the JFTC would not issue
a cease and desist order on the grounds that the primary review found no
problems under the AMA

Table 2. Processing status of the secondary review in the past three fiscal years

(Note 2) The above table shows the number of notifications processed in each fiscal
year regardless of whether they were received during the same fiscal year.

(Note 3) Cases where the JFTC issued a notice to the effect that the JFTC would not issue
a cease and desist order on the grounds that the secondary review found no
problems under the AMA



Table 3. Changes in the number of notifications concerning business combination plans

that include a foreign enterprise in the Parties

PartIl Number of cases by type of business combination
1. Acquisition of stock
(1) Number of cases by total domestic sales (Table 4)

Table 4. Number of notifications of acquisition of stock by total domestic sales

(2) Number of cases by percentage of acquired voting rights (Table 5)



Table 5. Number of notifications of acquisition of stock by percentage of acquired voting
rights

66 198 264

(Note 4) A percentage of acquired voting rights is calculated by dividing the sum of the
number of voting rights concerning a share issuing company which
will be owned by a notifying company after acquisition and by corporations,
other than the notifying company, which belong to a group of combined
companies which the notifying company is part of, by the total number of voting
rights of the share issuing company owned by all stockholders.

2. Mergers
(1) Number of cases by merger type
By type of merger, 12 notifications were about mergers (absorption-type
mergers) and there was no notification of consolidation.

(2) Number of cases by total domestic sales (Table 6)

Table 6. Number of notifications of merger by total domestic sales

(Note 5) The above table only includes a dissolving company with the largest domestic
sales if the merger is among three or more companies, in other words, if there are
two or more dissolving companies.



3. Demergers
(1) Number of cases by demerger type
By type of demerger, 12 notifications were about absorption-type demergers

and there was no notification of joint incorporation-type demerger.

(2) Number of cases by total domestic sales (Table 7)

Table 7. Number of notifications of demerger by total domestic sales

(Note 6) The number of received notifications by total domestic sales of an alienating
company which transfers all its business is shown outside of brackets and the
number of received notifications by domestic sales of the business to be split
which is an important part of an alienating company is shown in brackets.
(Neither number is included in the other in any set of two numbers, one inside
and the other outside of brackets.)



4. Number of cases of joint share transfer by total domestic sales (Table 8)

Table 8. Number of notifications of joint share transfer by total domestic sales

(Note 7) In the above table, “share-transferring company 1” refers to the company which
has the largest total domestic sales and “share-transferring company 2” the
company with the second largest total domestic sales among companies
jointly transferring shares.



5. Acquisition of business, etc.
(1) Number of cases by type
By type of acquisition of business, etc. 17 notifications were about acquisition
of business and 2 notifications were about acquisition of fixed assets for business.

(2) Number of cases by total domestic sales (Table 9)

Table 9. Number of notifications of acquisition of business, etc. by total domestic sales

(Note 8) The above table only includes an assignor company with the largest domestic
sales in the case of acquisition of business, etc. from two or more companies,
in other words, if there are two or more assignor companies.



PartIll Number of notifications by industry (Table 10)
1. Acquisition of stock
0Of 264 notifications of acquisition of stock, apart from “Others”, “Manufacturing”
accounted for the largest part and recorded 50 notifications, followed by “Wholesale
and retail trade”, 40 and “Transportation/communication/warehousing”, 15.

2. Mergers
Of 12 notifications of merger[s], “Manufacturing” and “Wholesale and retail
trade” accounted for the largest part, respectively 4 notifications, followed by
“Services”, 2.

3. Demergers
There was no notification of joint incorporation-type demerger.
Of 12 notifications of absorption-type demerger, “Wholesale and retail trade”
accounted for the largest part and recorded 5 notifications, followed by “Services”, 3.

4. Joint share transfer
3 notifications of joint share transfer were received, in “Construction”,
“Wholesale and retail trade” and “Real estate.”

5. Acquisition of business, etc.
Of 19 notifications of acquisition of business, etc., apart from “Others”,
“Manufacturing” accounted for the largest part and recorded 8 notifications,
followed by, “Transportation/communication/warehousing”, 3.



Table 10. Number of notifications by industry
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(Note 9) Notifications were classified by the industry of the share acquiring company in
the case of acquisition of stock, the industry of the surviving company after
merger in the case of merger, the industry of the succeeding company in the case
of joint incorporation-type demerger and absorption-type demerger, the
industry of the newly established company in the case of joint share transfer, and
the industry of the company which acquires business, etc. in the case of
acquisition of business, etc.



PartIV Number of notifications by type of relationship (Table 11)

1. Acquisition of stock
0f 264 notifications of acquisition of stock, horizontal relationship was the most

prevalent and involved in 149 notifications, followed by vertical relationship
(backward), 83 and vertical relationship (forward), 77.

(Note 10) Types of relationship are detailed below. The same shall apply
hereinafter.

(1) Horizontal relationship: Cases where parties constituting the
company group are competing with each other in the same
particular field of trade.

(2) Vertical relationship: Cases where parties constituting the
company group do not share the same transaction stage.

Forward: Cases where a share acquiring company, surviving
company, succeeding company or acquiring corporation
combines with a corporation which is closer to end-
users

Backward: Cases where a business combination is made with a
corporation which is farther from end-users.

(3) Conglomerate relationship: Cases where neither horizontal nor
vertical relationship applies

Market extension: Cases where parties constituting the
company group are supplying the same kind of goods
or services in different markets

Product extension: Cases where parties constituting the
company group are supplying different kinds of goods
or services that are related in terms of production or

sales
Pure: Cases where none of the above applies

(Note 11) Notifications involving multiple types of relationship are counted
towards their respective type. Therefore, the sum of the number of

notifications of each type does not always match the number of
notifications in total. The same shall apply hereinafter.

2. Mergers
Of 12 notifications of merger|[s], horizontal relationship was the most prevalent

and involved in 10 notifications, followed by conglomerate relationship (market
extension) and conglomerate relationship (product extension), respectively 1.
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3. Demergers
There was no notification of joint incorporation-type demerger.
Of 12 notifications of absorption-type demerger, horizontal relationship was the
most prevalent and involved in 9 notifications, followed by vertical relationship
(backward), 6 and vertical relationship (forward), 5.

4. Joint share transfer
Horizontal relationship was involved in all 3 notifications of joint share transfer.

5. Acquisition of business, etc.

Of 19 notifications of acquisition of business, etc., horizontal relationship was
the most prevalent and involved in 17 notifications, followed by conglomerate
relationship (product extension), 4 and conglomerate relationship (market
extension), 3.

Table 11. Number of notifications by type of relationship

(Note 12) Notifications involving multiple types of relationship are counted towards their
respective type. Therefore, the sum of the number of notifications of each type
does not always match the number of notifications in total.
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Table 12. Changes in the number of notifications in the past three years of horizontal,

179 (58%)

vertical and conglomerate business combinations

179 (56%)

187 (60%)

121 (40%)

129 (40%)

128 (41%)

132 (43%)

105 (33%)

135 (44%)

306 (100%)

321 (100%)

310 (100%)

(Note 13) Notifications involving more than one type of business combination, namely
horizontal, vertical and conglomerate, are counted towards their respective
type. Therefore, the sum of the number of notifications of each type does not
always match the number of notifications in total.
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Data: Changes in the number of notifications/reports related to business combinations
(Note 1)
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7 7 898 127 20 195
16 7 899 112 21 197
76 4 959 103 21 175
79 1 778 70 23 166
80 5 825 88 17 141
87 2 960 74 19 136
93 2 1,052 76 33 123
92 4 829 69 21 89
93 5 840 48 15 3 79
92 2 184 11 11 5 54
100 0 224 15 10 6 20

99 1 285 14 15 5 30
100 0 218 8 14 3 21
103 0 231 12 20 7 19
104 2 222 23 17 6 27
108 2 250 26 16 3 24
105 0 259 9 13 3 22
107 2 259 16 15 2 29
112 0 264 12 12 3 19

(Note 1) Numbers in brackets are the ones of authorized cases.

(Note 2) As the provisions for business report and notification of incorporation of Article
9 of the AMA were established in the 1997 revision of the Act, no data is available
for years prior to the revision.

In addition, before the 2002 revision of the AMA, business reports and
notifications of incorporation were required for holding companies with total
amounts of assets exceeding a certain level. Since the 2002 revision, however,
financial companies and non-financial companies with total amounts of assets
exceeding a certain level in addition to holding companies have been required to
submit business reports and notifications of incorporation.

(Note 3) The (total asset) threshold requiring reports of shareholding has been revised as

follows:

1949 Over 5 million yen
1953 Over 100 million yen
1965 Over 500 million yen
1977 Over 2 billion yen

Before the 1998 revision of the AMA, domestic corporations (excluding those
engaged in financial business) with total assets of over 2 billion yen as well as
foreign corporations (excluding those engaged in financial business) were
required to submit a report of shareholding within three months of the end of
every business year; if they had shares of domestic corporations. Under the
1998 revision of the AMA, a corporation which had total assets exceeding 2
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billion yen and belonged to a group of combined companies which had a sum of
total assets exceeding 10 billion yen was required to submit a report of
shareholding if it acquired or held more than 10%, 25%, or 50% of stocks of a
domestic corporation with total assets exceeding 1 billion yen or a foreign
corporation with domestic sales exceeding 1 billion yen.

In addition, notification standards have been changed since the revision of the
AMA in 2009 and a corporation with total domestic sales exceeding 20 billion
yen has been required to submit a notification in advance just as in the case of a
merger, etc., if it plans to acquire stocks of another corporation with total
domestic sales, including those of subsidiaries, exceeding 5 billion yen, and to
hold more than 20% or 50% of voting rights (notification at two stages).

(Note 4) Before the 1998 revision of the AMA, officers and employees of a corporation
were required to notify the JFTC if they also held positions as officers of
another corporation which was in competition with the first corporation in
Japan and a total amount of assets of one of the two corporations exceeded 2
billion yen. This requirement was removed in the 1998 revision.

(Note 5) Before the 1998 revision of the AMA, a person other than a company was
required to submit a report of shareholding, if he was to hold more than 10% of
all issued stocks of each of two or more domestic corporations which were in
competition with each other in Japan. This requirement was removed in the
1998 revision.

(Note 6) Before the 1998 revision of the AMA, a corporation was required to notify the
JFTC in advance without exception, if it planned to merge with another. Under
the 1998 revision, however, notification was required if the Parties included a
corporation which belonged to a group of combined companies which had a
sum of total assets exceeding 10 billion yen and another corporation which
belonged to a group of combined companies which had a sum of total assets
exceeding 1 billion yen.

In addition, notification standards have been changed since the revision of the
AMA in 2009 and now the JFTC must be notified if a corporation with total
domestic sales exceeding 20 billion and another corporation with total
domestic sales exceeding 5 billion yen plan to merge.

(Note 7) As notification of demerger was introduced in the 2000 revision of the
Commercial Code, no data is available for years up to FY2000.
In addition, notification standards have been changed since the revision of the
AMA in 2009 and now the JFTC must be notified of a plan of demerger in cases
where the Parties include a total succession company (a corporation which
intends to alienate all of its business) whose total domestic sales exceed 20
billion yen and a corporation with total domestic sales exceeding 5 billion yen
which intends to succeed to the business.

(Note 8) As notification of joint share transfer was introduced in the 2009 revision of the
AMA, no data is available for years up to FY2008.

(Note 9) Before the 1998 revision of the AMA, a corporation was required to notify the
JFTC in advance without exception, if it planned to acquire the whole or a
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substantial part of the business of another company. Under the 1998 revision,
however, notification was required if a corporation which belonged to a group
of combined companies which had a sum of total assets exceeding 10 billion
yen planned to acquire the whole business of another domestic corporation
whose total assets were over 1 billion yen.

In addition, notification standards have been changed since the revision of the
AMA in 2009 and now the JFTC must be notified of a plan to acquire a business
if a corporation with total domestic sales exceeding 20 billion plans to acquire
the whole business of another corporation with domestic sales exceeding 3
billion yen.
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