Outline of the Act to Partially Amend the Payment Services Act and
Other Related Acts to Establish a Stable and Efficient Payment Services System

Japan needs to build a stable and efficient

commodate the digitalization of finance.

O The use of electronic means of payment (so-
called stablecoins*) has increased overseas.

* Issues with user protection and other related challenges have been strengthened.*

pointed out.
operations.

O The effectiveness of transaction filtering and
transaction monitoring, core AML/CFT
obligations of banks, should be further

* The banking industry has been exploring the possibility of joint AML/CFT

O High-value, electronically transferrable prepaid
payment instruments have gained traction.

Addressing the Issues Related to Addressing the Issues Related to
Electronic Payment Instruments Joint AML/CFT Operations by Banks

Establishment of a Regulatory Framework for Intermediaries Dealing with
Electronic Payment Instruments

O The amendments aim to ensure appropriate user protection while promoting financial
innovation using distributed ledger technology.

O Under the amendments, registration would be required for intermediaries that perform the
following acts between the issuers of electronic payment instruments
(banks, trust companies, etc.) and users.

[Covered Acts] > Buying, selling, exchanging, managing, and providing intermediation and other services in
connection with electronic payment instruments
> Acting on behalf of banks and other financial institutions to increase and decrease claims on
deposits and other prescribed assets

[Entry Requirements] A certain financial basis, interal systems to ensure proper and reliable business performance,
others

[Regulatory Content] Provision of information to users, obligation to maintain internal systems that enable the
intermediary to take sufficient measures, others

[Supervision] Reports, orders to submit materials, on-site inspections, business improvement orders, others

[Article 2, Articles 62-3 through 62-24, and other Articles of the Payment Services Act]
[Article 2, Articles 52-60-3 through 52-60-35, and other Aticles of the Banking Act (Similar measures introduced in related credit union and credit association laws)]

3% Electronic payment instruments: currency-denominated assets that can be used to make payments to non-specific persons and that can be
transferred using an electronic information processing system

3 Certain beneficial interests in trusts that constitute electronic payment instruments are exempt from the application of the Financial Instruments|
and Exchange Act, whereas trust companies acting as issuers are subject to the Payment Services Act.

[Article 2 and other Articles of the Financial Instruments and Exchange Act]  [Article 37-2 and other Articles of the Payment Services Act]
3 The amendments would give the Deposit Insurance Corporation the authority to order intermediaries to make reports and submit materials and

the authority to conduct on-site inspections, if the issuer is a bank. {Aricle 37 and ofher Artices of the DepositInsurance Act]

3 The amendments introduce the obligation for intermediaries to verify customers' identities at the time of transaction and to take other AML/CFT
measures under the Act on Prevention of Transfer of Criminal Proceeds.  [Article 2 and other Articles of the Act on Prevention of Transfer of Criminal Proceeds ]

Introduction of a regulatory framework for entities that provide transaction

filtering and transaction monitoring for fund transfer transactions on a large
scale

O The amendments would require licensing for entities that provide transaction filtering
and transaction monitoring for banks’ fund transfer transactions on a large scale,

aiming to ensure the quality of their business operations.
[Article 2, Articles 63-23 through 63-42, and other Articles of the Payment Services Act]

[Covered Acts] > Analyzing whether or not a transaction is a target for sanctions targets and notifying banks of the

results (Transaction filtering)
> Analyzing whether or not a transaction should be reported to the authorities as a suspicious

transaction and notifying banks of the results (Transaction monitoring)

[Entry Requirements] A sound financial basis, internal systems enabling the entity to take sufficient measures for effective
transaction filtering and transaction monitoring, others

[Regulatory Content] Appropriate information management, obligation to maintain internal systems enabling the entity to
take sufficient measures, others

[Supenvision] Reports, orders to submit materials, on-site inspections, business improvement orders, others

Addressing the Issues Related to High-Value, Electronically

Transferrable Prepaid Payment Instruments

O The amendments would require issuers of high-value, electronically transferrable prepaid
payment instruments to submit business implementation plans as well as to verify
customers' identities at the time of transaction under the Act on Prevention of Transfer of
Criminal Proceeds, with the aim of preventing unauthorized use.

3 High-value, electronically transferrable prepaid payment instruments: third-party prepaid payment instruments that enable high-value
transfers to be made using electronic information processing systems
[Article 3, Article 11-2, and other Articles of the Payment Services Act]
[Article 2 and other Articles of the Act on Prevention of Transfer of Criminal Proceeds ]
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