Outline of the Act to Partially Amend the Act on Authorization of Public Interest
Incorporated Associations and Public Interest Incorporated Foundations [Act to
Partially Amending the Public Interest Incorporated Association Act]

@ Public interest corporations have great potential as entities that serve private-sector public
interests (9,700 corporations, approximately 290,000 employees, 5 trillion yen in annual
public-interest project expenses, and 31 trillion yen in total assets), but under the financial rules
and procedures of the current system, some say it is difficult for them to fulfill their potential.

@ Therefore, this revision aims at making the system more user-friendly and revitalizing private-
sector public interest by (i) revising financial rules, etc.,

, and (i1) encouraging corporations
themselves to improve transparency and enhance governance to make it easier for them to gain
the public’s trust and support.

1. Flexibility and Clarification of Financial Rules
@ The principle of compensating for income and expenditures (revenues should not exceed expenses) is revised to

clarify the purpose of balancing revenues and expenditures over a medium-term period (period to be determined

by Cabinet Office Order).
@ The provisions of funds to enhance future public interest projects are added, such as accumulated funds being

deemed to be expenses.

@ The name of ““idle property” is changed to “property with unspecified way of use.”

@ Reserve assets for continuation of business for public interest purposes are excluded from the calculation of the
limitation on the holding of such assets (property for public interest purposes that is necessary for the
continuation of business for public interest purposes in response to unforeseeable events such as disasters, etc.)
and the reason for the holding of such assets is required to be made public.

2. Simplification and streamlining of administrative procedures
@ Changes in the content of profit-making businesses, etc. is revised from matters to be certified to matters to be notified.

3. Enhancement of autonomous governance and improvement transparency

@ In principle, public interest corporations are required to adopt the 3 categories of accounting (public interest purpose
business, profit-making business etc., and corporation operation) for the purpose of easy-to-understand financial information
disclosure.

@ As the criteria for public interest certification, (i) exclusion of relationships where directors and auditors have special
interests, and (ii) introduction of external directors and auditors are added.
At the same time, public interest corporations are to include in their business reports the matters necessary to ensure proper
operation (voluntary efforts to enhance governance, etc.).

@ As the responsibilities of the public interest corporations, they are required to endeavor to enhance governance and improve
transparency. Also, the national government is responsible for supporting the efforts of public interest corporations, such as
collecting and providing information etc.

% Date of enforcement: Date to be specified by Cabinet Order within one year after promulgation (scheduled for April 2025)

R
Expected Effect

Enable public interest corporations to maximize their potential to flexibly respond to the diverse and
rapidly changing society's needs and to engage in activities aimed at solving social issues.

= Contribute to the realization of “a society in which the private sector also plays a public role,”
which is the goal of the new capitalism.
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