Overview of the Act on the Promotion of Cash Flow-Based Lending

To promote business operators to receive financing based on the actual business conditions and future cash flow, in lieu of financing based on real
estate collateral or personal guarantees, the Bill establish : “Basic Principles concerning the Promotion of Cash Flow-Based Lending,”
“Responsibilities of the National Government,” “Cash Flow-Based Lending Promotion Headquarters,” “Enterprise Value Charge (EVC),” and
“Certified Support Agencies for Cash Flow-Based Lending,” and other related measures.

Basic Pr1nc1plf:s and Responsibilities of the Creation of Enterprise Value Charge (EVC)
National Government

Basic principles concerning the promotion of cash W To facilitate financing for startups with limited tangible assets, or for business
flow-based lending operators hesitant to undertake business succession or business expansion due
to personal guarantees, a collateral system covering the entirety of the

businesses’ assets, including intangible assets (Enterprise Value Charge
(EVCQ)) is created.

B  When using the Enterprise Value Charge (EVC), the execution of personal
guarantee 1s restricted, unless the borrower commits accounting fraud etc.

The national government is responsible for

formulating and implementing measures for the B In order to ensure the appropriate use of Enterprise Value Charge (EVC),
promotion of cash flow-based lending in ensuring borrowers to properly understand of rights and obligations related to
accordance with the basic principles. the Enterprise Value Charge (EVC) and general creditors’, such as trading

Establishment of the Cash Flow-Based Lending partners, protection, the security interest holder of the EVC is limited to a
company that has received a new license for trust businesses.

Promotion Headquarters

To promote cash flow-based lending in a B To ensure that the corporate value is not impaired when the security interests
comprehensively and intensively, a Cash Flow- are exercised, payment essential for the ongoing of business (such as
Based Lending Promotion Headquarters (Chief of S . : . : o
the Headquarter: the Minister of State for Financial commercial transaction receivables and labor claims) are paid on a priority
iervices) 1s established in the Financial Services basis, and the price of business transfer is used to repay loans.

geney. o Introduction of Certified Support Agencies for Cash Flow-Based
The members of the headquarters are the Minister Lendine Svstems
of State for Financial Services, the Minister of — = : —
Economy, Trade and Industry, the Minister of B To support the utilization of corporate value collateral rights and similar
Finance, the Minister of Agriculture, Forestry and measures, a certification system 1s introduced for institutions that
Fisheries, and the Minster of Justice etc. possess advanced and professional expertise on cash flow-based
Establishing the basic policy concerning the lending and provide advice and guidance to business operators and

promotion of cash flow-based lending. financial institutions.
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