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1. Changes regarding competition laws and policiesOutline of new regulations in competition
laws and related legislation

1.1 The development of the relevant laws and regjolas with the amendment of the Antimonopoly
Act
1. The bill to amend the Antimonopoly Act (herdieareferred to as “the AMA”) including the

abolition of the Japan Fair Trade Commission’s émafter referred to as “the JFTC”) Hearing Procedu

for appealing against the JFTC’s administrativeessdind the necessary revisions to develop proesdoir
hearings prior to the issue of the JFTC’s admiaiste orders was passed and approved on December 7,
2013.The amendatory act was promulgated on Decebh®)@013, and put into force on April 1, 2015.

2. In accordance with the amendment of the AMA ahtlve JFTC developed necessary changes to
the relevant Orders and regulations, including,eth@ctment of the rule on hearing opinions (prougd

on January 21, 2015, and put into force on Apr2a15), to establish the due process after abalistiie
Hearing Procedure for appeal. The new rule includesprovisions that the JFTC hears the opinionbef
would-be addressees of the cease and desist odlalaw them to read and copy the evidence whiokigs

the fact found by the JFTC.

1.2 Partial Amendments of the “Guidelines ConcerginDistribution Systems and Business
Practices under the Antimonopoly Act

3. On the basis of the “Implementation Plan for latpry Reform” (June 24, 2014, The Cabinet
Decision) (hereinafter the “Plan”), in order to realarifications to the items in Chapter 1 (“ RedRrice
Maintenance”) and Chapter 2 (“Vertical Non-PricesiRaints”)of Part Il of the “Guidelines Concerning
Distribution Systems and Business Practices urgeAntimonopoly Act” (published on July 11, 1991)
(hereinafter the “Distribution Guidelines”) as thieeasures to be implemented within FY 2014 in tlaa Pl
the JFTC made partial amendments to the DistribuBaidelines, and published them on March 30, 2015
This clarifications includes the JFTC’s policiegaeding the criteria for judgement of the legaldy
illegality for vertical restraints and the view djustifiable grounds” in the regulation of Resalece
Maintenance.

2. Enforcement of competition laws and competitiopolicies
2.1 Measures against violations
2.11 Measures taken in 2014

4. Under the AMA, the JFTC conducts necessary iiyatons based on Article 47. If the JFTC finds
a violation, it conducts a hearing of opinions fréme would-be addressee of the cease and deset ord
(Article 49) and issues the finalized order basethe results of the hearing. In the event thatlfiEC does
not have enough evidence to take legal measurégidntifies suspicions of a violation to the AMthe
JFTC will issue a “warning” and instruct the entésps on what measures are to be taken. In adgitioen

the JFTC does not have enough evidence to speiifidantify a violation of the AMA, and is only &bto
recognize certain conducts that could lead to latian, the JFTC issues a “caution” as a meansaxgnting
future violations of the AMA.

5. Out of the 116 cases in which the JFTC closedstigations in 2014, legal measures were taken
for 14 cases (cease and desist orders in 14 casgsurcharge payment orders without cease anst desi
orders in zero cases). The JFTC also issued “wgshin 2 cases where suspicions of violations efAMA
were identified, “cautions” in 98 cases (Detailsoafution cases are not made public.), and termdnate
examinations in 2 cases where evidence of illegatiact could not be uncovered.

3
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2.1.1.1 Cease and desist orders

6. The JFTC has been especially engaged in contingfforts to eliminate unreasonable restraint of
trade. In 2014, 13 of the JFTC'’s legal measure® warried out against unreasonable restraint détra

e Bidrigging 4

e Price cartels, etc. (excluding bid rigging) 9

e Unfair trade practices 1
e Private monopolization 0
e Total 14

2.1.1.2 Surcharge payment orders

7. Surcharges are applied to enterprises that carryinreasonable restraints of trade (cartels, bid
rigging, etc.), private monopolizations (exclusiype and control type) and certain types of unti@de
practices (concerted refusal to trade, discrimiryapoicing, unjust low price sales, resale pricstrietion,

and Abuse of Superior Bargaining Position [heraarafeferred to as ASBP]).

8. The surcharges are calculated on the basig afiles amounts or purchase amounts of the products
or services in question during the period of th@ations (3 years maximum) by multiplying such amisu

by calculation rates, the way of which is divergpehding on the type of the conduct in question as
determined according to operation scales and bssicetegories.

9. In 2014, the JFTC issued surcharge payment ®ieP25 enterprises totaling 41,204 million
Japanese yen (hereinafter referred to as “JPY”).

2.1.1.3 Criminal accusations

10. The JFTC has adopted a policy of filing crinhimecusations to actively seek criminal penalties o
violations that:

a) Substantially restrain competition in a patacuield of trade, including price cartels, supply
restraint cartels, market allocation agreements,rigiging, group boycotts and private monopolizatio
These examples constitute serious cases thatkalg to have a widespread influence on the national
economy.

b) Involve firms or industries that are repeatentiers or do not take the appropriate measures to
eliminate a violation, and for which the adminisitra measures of the JFTC are not considered siffito
meet the aims of the AMA.

11. In 2014, the JFTC conducted a criminal invesikign and filed a criminal accusation to the
Prosecutor-General in the following cases.

e A Criminal Accusation on Bid-Rigging Concerning 8rtelting Equipment Engineering Works
for Hokuriku Shinkansen Ordered by the Japan Rail@anstruction, Transport and Technology
Agency
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The JFTC filed a criminal accusation with the Pooser-General against 8 enterprises which had
agreed to designate successful bidders and totbidicges allowing the designated successful
bidders to win with respect to snow-melting equipime&ngineering works for Hokuriku
Shinkansen and, in accordance with the agreemesigrhted the successful bidders for each of
the works, as well as against the 8 individuals were engaged in equipment engineering
business of the 8 accused enterprises. The crimiiolation of the 8 companies and the 8 persons
were convicted through the court procedure in 2014.

Additionally, the JFTC found the employees of Japtailway Construction, Transport and
Technology Agency (hereinafter “JRCTTA”) were invetl in the above violations. The JFTC
demanded that the chairman of the JRCTTA implenmeptovement measures to ensure that said
involvement in bid rigging etc. was eliminated iccardance with the Act on Elimination and
Prevention of Involvement in Bid Rigging etc. anghiBhments for Acts by Employees that harm
Fairness of Bidding, etc. on March 19, 2014.

2.1.1.4 Hearing Proceduresfter the issue of the JFTC’s administrative orders

12. The JFTC initiated the Hearing Procedures #fitelissue of the JFTC’s administrative orders on
142 cases in 2014. As of the end of December 20B4)JFTC has been conducting ongoing the Hearing
Procedures in 305 cases, 151 of which concernesk@aad desist orders, and 154 of which concerred th
surcharge payment orders.

13. In 2014, the JFTC concluded the Hearing Praesdand issued the decisions on 3 cases.
2.1.2  Summary of main cases
2.1.2.  Private monopolization

e Case against JA Fukui Prefectural Economic Federati Agricultural Cooperatives

In relation to a case involving country elevatorkg ordered by the agricultural cooperatives in
Fukui prefecture, JA Fukui Prefectural Economic étation of Agricultural Cooperatives
(hereinafter “JA Fukui Keizairen”) controlled thediness activities of bid participants by taking
advantage of position as the agent for orderingfallese works and designated successful bidders
and managed to have the designated successfurbimddethe biddings.

Given the above findings are in violation of AracB of the AMA (“Prohibition of Private
Monopolization”),the JFTC issued a cease and desigr on January 16, 2015.

Meanwhile, in relation to the above violations, thel' C also found that the ways of the order of the
agricultural cooperatives in Fukui city, etc werat appropriate for the purpose of the competitive
bidding system and prevented fair and free competiThe JFTC therefore requested them to call for
appropriate bids.

! Some cases against which the JFTC took legalunesii 2015 are described in this section.

These cases are not included in the number oEcaad desist orders or the number of the entegdre
which the JFTC has imposed surcharge payment graleirsthe amount of surcharges imposed by theCJFT
in 2014 shown in the paragraph 5 of 2.1.1 andahketin paragraph 6 of 2.1.1.1 or paragraph 9hfl2.

“Country elevator” means a facility for dryingy$king and storage of grains.
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2.1.2.3

Bid rigging

Case against Participants in Bidding for Low Terapge Air Conditioning System Works
Ordered by JA in Hokkaido

In relation to a case involving the low temperataireconditioning system worksrdered by the
agricultural cooperatives in Hokkaido prefectutee enterprises jointly designated a successful
bidder for each work and managed to have the datsdrbidders receive the order.

Given that the above findings are in violation oftidle 3 of the AMA (“Prohibition of
unreasonable restraint of trade”), the JFTC issueelase and desist order and surcharge payment
orders on January 20, 2015. (Total amount of sugehd 6million JPY)

Case against Participants in Bidding for the CquBtevator Works and the Rice Milling Facility
Works ordered by the Agricultural Cooperatives, etc

In relation to a case involving the Country Elevafdorks and the Rice Milling Facility Works
ordered by the Agricultural Cooperatives, etc, ghterprises jointly designated a successful bidder
for each work and managed to have the designatieits receive the order.

Given that the above findings are in violation oftidle 3 of the AMA (“Prohibition of
unreasonable restraint of trade”), the JFTC issueelase and desist order and surcharge payment
orders on March 26, 2015. (Total amount of surafiatgl 75million JPY)

Meanwhile, in relation to the above violations, tHel'C also found that a part of ZEN-NOH’s
employees induced or facilitated the violationse THFTC therefore urged ZEN-NOH to take
appropriate measures to prevent recurrence ofahéucts mentioned above.

Price Cartels, etc. (excluding bid rigging)

Case against Manufacturers of Corrugated Boardt®nééanufacturers of Corrugated Board Box
Manufacturers of specific corrugated board shedtraanufacturers of specific corrugated board
box formed and implemented agreements to raiseselimg prices and the processing fees of
corrugated board boxes sold to large-lot users.

Given that the above findings are in violation oftidle 3 of the AMA (“Prohibition of

unreasonable restraint of trade”), the JFTC issade and desist orders and surcharge payment
orders on June 19, 2014. (Total amount of surchdig@93 million JPY)

“Low temperature air conditioning system works8ans the construction works for air conditioningtsyns
used in facilities to store or precool agricultysedbducts.

National Federation of Agricultural Cooperativesfciations
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e Case against Manufacturer of Steel Ball

Manufacturers of Steel Ball formed and implemerdggrbements to raise or maintain the selling
prices.

Given that the above findings are in violation oftidle 3 of the AMA (“Prohibition of
unreasonable restraint of trade”), the JFTC issueelase and desist order and surcharge payment
order on September 9, 2014. (Total amount of sugehd.,324 million JPY)

2.1.2.4 Unfair trade practices
e Case against a Ready-mixed Concrete Association

A Ready-mixed Concrete Association (hereinafter s@sation”) prevented customers from

purchasing ready-mixed concrete from non-membéeh@fAssociation, by means of announcing
to customers that the price of ready-mixed conaxetgld be changed to catalogue price, for which
only cash payment would be accepted if customeichpse it from non-member.

Given that the above findings are in violation afiéle 19 of the AMA (falling within Paragraph
14 [Interference with Competitor's Transactions]tieé Designation of Unfair Trade Practices),
the JFTC issued a cease and desist order on Fel2Tia2015.

2.1.3 Lawsuits seeking to overturn the JFTC’s decss

14, Regarding lawsuits seeking to overturn the JE@€cisions, 5 court decisions were made in 2014.
1 new lawsuits have also been filed. As of the @idecember 2014, there were 7 pending lawsuits.

2.2 Mergers
221 Statistics relating to mergers

15. Based on the provisions of the AMA, mer§epsceeding a certain size in Japan must be notified
to the JFTC prior to the transaction. The JFTC cotslreviews of notified cases, and may concludedh
transaction may substantially restrain competitioa particular field of trade. The JFTC has thevgoto
issue cease and desist orders to take eliminateasunes against acquisitions of shares etc. insgalse.
Throughout 2014, 271 planned mergers were notibettie JFTC. In 2014, there was no case in whieh th
JFTC concluded that competition in any particuleldfof trade might not be substantially restraimeéth
remedies.

Number
Notifications withdrawn Phase | review Phase Il review
Yea
2014 271 11 257 3

(Note). The JFTC conducted Phase Il reviews concerning 3 cases in 2014, in none of which the JFTC concluded that competition in
any particular field of trade might not be substantially restrained with remedies. (As for the cases of “Proposed Integration of Zimmer
and Biomet” and “the Proposed Acquisition of Shares of Chuetsu Pulp & Paper Co.,Ltd. by Oji Holdings Corporation” described as “the

5 Hereinafter, “mergers” refer to all forms of busss combination including “acquisitions of shayes”
“mergers”, “joint incorporation-type splits”, “absgmtion-type splits”, “joint share transfers”, and
“acquisitions of business”
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main merger cases” below, the JFTC received the notifications in 2014, and the JFTC concluded in both cases that there are no
problems under the AMA on the premise that the remedies would be taken in 2015.)

2.2.2 Main merger cases

Review on the Proposed Integration of Zimmer arwihigit

Regarding the transaction of Zimmer, Inc. (Headcefbased in the USA; the corporate group to
which the company belongs is hereinafter referoebt“Zimmer”) and Biomet, Inc. (Head Office
based in the USA; the corporate group to whichcttrapany belongs is hereinafter referred to as
“Biomet”, and hereinafter Zimmer and Biomet areledtively referred to as “the Parties”)
(hereinafter referred to as “the Transactfpnthe JFTC received a written notification of han
from the Parties based on the regulations of theAAldhd has undertaken its investigation. As a
result, on the premise that the remedy proposdteéarties would be taken, the JFTC concluded
that the Transaction would not substantially r@éstcampetition in any particular fields of trades.

The JFTC kept exchanging information and coopegatiith the United States Federal Trade
Commission (USFTC), the European Commission (EC)chwvhalso investigated the same
transaction.

Outline of the results. The Parties were competing each other in the marketluding
manufacturing of medical devices. Among medicalicks markets, the JFTC examined some
artificial joints, because the Parties have a langeket share in these markets. On the premise that
the remedy proposed to the JFTC by the Partiesdvoeltaken, the JFTC concluded that the
Transaction would not substantially restrain coritipet in any fields of trades including “UKA
(one type of artificial knee joints)” and “artifai elbow joints” which the Parties would have large
market share. Furthermore, the JFTC conducted amoedc analysis on this case, and took the
result of the economic analysis into account in imgks judgment.

Assessment under the Antimonopoly Act (UKA market ad artificial elbow joints market)

After the Transaction, the market share of thei®amould become approximately 90% in the
UKA market, and 60-70% in the artificial elbow jtsnrmarket, which would create a significant
gap from those of competing enterprises. Additignabmpetition previously conducted between
the Parties would be lost. Meanwhile, each cormipetipressure (entry pressure, competitive
pressure from users, competitive pressure fromcadjamarkets) in the UKA market and the
artificial elbow joints market are limited. There¢o the JFTC concluded that the Transaction
would substantially restrain competition in the Ulkfarket and artificial elbow joints market.

Proposal of remedy by the Parties.

a) The Parties submitted the proposal of Remedy on @K@ artificial elbow joints (hereinafter
referred to as “the Remedy”) to the JFTC mainljodlews:

(1) Tangible assets (e.qg., inventory, design hysexperimental and clinical data) and intellettua
property rights (e.g., patents, trademarks, knowjhpertaining to the Parties’ leading brands

The Transaction is (1) for a subsidiary compahgiommer, Inc. and a parent company of Biomet, lac.
merge, with the parent company of Biomet, Inc. feahe surviving company, and (2) for Zimmer, Ine. t
acquire all the stocks of the company after thegerer
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corresponding to approximately 50% of the marketrshn the UKA and approximately 20% of
the market share in the artificial elbow jointsHr2012 are to be divested,;

(2) Buyers are to be enterprises which have adeagqiterience and capability in the orthopedics
and artificial joints business and be independéranal financially unrelated to the Parties, that

need to be selected in light of the criteria suglp@ssessing the funds, specialty and incentive to
maintain and develop the business subject to thestiiures, The possible buyers are to be notified
to and obtain an clearance from the JFTC afterlodimg contracts with the buyers;

(3) If the Parties don't reach to conclude conagith buyers within a certain period of time, an
independent third party (divestiture trustee) esrout disposal of the business listed in (1) above
after obtaining an approval from the JFTC; and,

(4) The time limit to execute the divestituresasbe within 3 months from the day the clearance
from the JFTC regarding possible buyers.

b) Assessment of the Remedy

On the premise that the Remedy described in a)eabmuld be taken, the Parties’ combined
market share and rank in the UKA market after tran$action would be approximately 40% and
the second place; and the Parties’ combined mataate and rank in the artificial elbow joints
market after the Transaction would be approxima4@6 and the first or second place. However,
in both of the UKA market and artificial elbow jeégnmarket, the Parties’ market share after the
Transaction would be lower than the market shateeParties before the Transaction.

Regarding buyers, it is considered that buyers adtsfy the requirements described in a) (2)
above would become independent competitors infiakimt the UKA and artificial elbow joints
markets. Whether the actual buyers satisfy thergagjdirements will be assessed by the JFTC after
receiving reports from the Parties.

The time limit to take the Remedy is appropriatehyl clearly specified.

Conclusion. On the premise that the Remedy would be taken JEWC concluded that the
Transaction would not substantially restrain cortioet in the UKA and artificial elbow joints
markets.

Review on the Proposed Acquisition of Shares ofé@wPulp & Paper Co., Ltd. by Oji Holdings
Corporation

Outlines of the transaction.Regarding the acquisition of stock of Chuetsu RuRaper Co., Ltd.
(hereinafter, “Chuetsu Pulp & Paper”) by Oji HolgsnCorporation (hereinafter, “Oji Holdings”;
this acquisition of stock is hereinafter reoffetedas “the Acquisition”, and hereinafter Chuetsu
Pulp & Paper and Oji Holdings are collectively reéel to as “the Parties”), the JFTC received a
written notification of the plan from the Partieased on the regulations of the AMA, and has
undertaken its investigation. As a result, on thempse that the remedy proposed by the Parties
would be taken, the JFTC concluded that the Actioisiwould not substantially restrain
competition in any particular fields of trades

Outline of the results. The JFTC examined about 35 types of paper manufagtmarkets in
which the Parties competed or traded with eachro@w the premise that the remedy proposed to
the JFTC by the Parties would be taken, the JFTi&laded that the Acquisition would not
substantially restrain competition in any fielddmides including printing tissue paper, art paper,

9
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base stock for back carbon paper, unglazed shigaicks craft paper, other unglazed bag and sack
paper, and unglazed bleached craft paper wher®dhtes’ markets share are relatively high
(hereinafter, “six types of products”).

Assessment under the Antimonopoly Act (six types groducts)

After the Acquisition, each of the market sharethad Parties in the six types of products will
become about 60% (printing tissue paper), about @#¥paper), about 65% (base stock for back
carbon paper), about 50% (unglazed shipping saels gaper), about,45% (other unglazed bag
and sack paper), and about 55% (unglazed bleacatgaper). While there exist major competing
enterprises in each field of trade, it has beendahat neither import pressure nor entry pressure
is recognizable; that competitive pressure fronraise deemed to be limited; and that paper
manufacturers tend to raise prices at the same. fliherefore, the JFTC concluded that the
Acquisition would substantially restrain competitim the six types of products markets.

Proposal of remedy by the Parties.
a) The Parties submitted the proposal of Remedy tdfi&C mainly as follows:

(1) The Parties will conduct business activitiedeipendently from each other with regard to
production and distribution of six types of produdh case of a business combination or a business
collaboration being carried out between the Paitighe production and distribution of the six
types of products, the Parties will have the JFTisr approval;

(2) The Parties does not disclose to each othemition related to the production and distribution
of the six types of products which is not knowrthe public but significant in terms of competition
(e.g. production cost, production volume, salesgs;i sales volume, and buyers, etc. );

(3) Board members in Chuetsu Pulp & Paper Groupchvitian be assumed by Oji Group’s
executives or employees are limited to one extedia@ctor which has no role in business
management.

b) Assessment of the Remedy

In addition to the Remedy proposed by the Partieeugh the Acquisition, Oji Group would hold
only a little more than 20% of the voting rightsGHuetsu Pulp & Paper Group while the number
of directors they are exchanging would be limite@me. In consideration of these, the Parties are
deemed to maintain independent business activitiégture with regard to the production and
distribution of the six types of products.

Conclusion.On the premise that the Remedy proposed by théPavbuld be taken, the JFTC

concluded that the Acquisition would not substdliytieestrain competition in the six types of
products market.

10
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3 The role of the competition authority in the formulation and implementation of other policies
3.1 Coordination between the Antimonopoly Act antther economic laws and ordinances

When administrative bodies propose to enact or dnagneconomic law or ordinance from the
standpoint of a specific policy requirement, th&d GFacts in accordance with these bodies to ensure
coordination of the proposed provisions with the Alind the competition policy. In 2014, as in prexo
years, the JFTC submitted its opinions after caasah with other administrative agencies.

3.2 Competition Policy and Public Support for Realization

3.21 Purpose and objectives of the study groupcompetition policy and public support for
revitalization

16. The “Study Group on Competition Policy and RulBupport for Revitalization” (hereinafter
“Study Group”), which is made up of experts, hasrbbeld under the direction of the Minister of Stiatr
Special Missions, Cabinet Office (in accordancénwlie decision issued by the Minister of StateSjpecial
Missions, Cabinet Office on August 5, 2014) for therpose of the necessary review in view of the
competition policy, recognizing that it is importdaa minimize the effect of public support for relization

on competition in the relevant markets, while asknowledging that such support is provided to exahi
various policy objectives in Japan. The Study Graugpe held 8 times in total since the first meetvap
held on August 13, 2014. The Study Group prepangdtarim report of the public support for revitation

in view of the competition policy based on the fesck received from organizations providing public
support for revitalization (supporting organizagpnenterprises receiving this support (benefiesyi
competitors of these beneficiaries, and expertardegg the systems for and actual state of pulippert
for revitalization in Japan and EU/USA. The Studp@ released the interim report on December 18420

3.2.2 Main points concerning the interim report @bmpetition Policy and Public Support for
Revitalization

3.2.2.1 Basic recognition of public support foritalization in view of the competition policy
17. Public support for revitalization interferestiwthe market mechanism in which more efficient
enterprises survive in the market. This support ldbl@mompromise with the market mechanism, distort
competition and cause various forms of inefficiebgyinterfering with the market mechanism much more
than in cases when no such support is providedngakto account the above problems, public supfoort
revitalization should be provided based on theofelhg three principles carefully considering theant on
the competition in the market before it is provided

(1) Principle of subsidiarity

(2) Principle of minimum necessity

(3) Principle of transparency
3.2.2.2 Effects of public support for revitalimait on competition and action toward these effects

3.2.2.2.1 Period/ frequency of support

18. The longer the period of public support foritaization is, the greater effect the support bas
competition. In addition, repeated support will @agreater impact on competition than once-onpystt.

11
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The period of support should be kept as short asiple for ensuring business revitalization, torghothe
period of distortion of competition. This periodositd not be extended. In addition, support showide
provided multiple times, but only once.

3.2.2.2.2 Scale of support

19. Based on the fact that the greater the scalgupport, the greater effect the support has on
competition, the scale of support should be keghi¢aninimum necessary to ensure business revitliz

It is desirable that beneficiaries be requiredsimuse loans and raise capital on their own or hlaeetolders,
etc. of beneficiaries be required to bear lossesuthh capital decrease, etc. before the provisfgrublic
support.

3.2.2.2.3 Method of support

20. When financial or non-financial support is pd®d, it should be noted that the necessity araildet
of support should be considered based on the ptanof subsidiarity. In addition, the minimum meaveys
necessary to achieve various policy objectives Ishioeitaken in accordance with the principle ofimimm
necessity.

21. When financial support is provided, the effemtscompetition may be minimized with restriction
of use to business revitalization so that the sghfenancial support does not become unnecesdarie.

In addition, because liquidity support such as $oand other facilities has less impact on competithan
the capital injection, needs for the financial suppf beneficiaries must be ascertained in advémeasure
the appropriate level of financial support. Likegyifull consideration must be given to the necgdsitthe
capital injections, in addition to loans and otlguidity support.

22. In providing liquidity support, interest shodild imposed at a level close to the conditionsanhsé
from private financial institutions. In additionhen a capital injections is needed, supportingroegdions
should seek contributors in the private sectott fisd only inject capital into beneficiaries whensi
impossible to find any contributors in the privaextor because capital injections will have a grepact
on competition.

3.2.2.2.4 Concurrent application of legal liquidation

23. In regards to the concurrent application ofldguidation when providing public support for
revitalization, some functions of public support fevitalization and those of legal liquidation fyaoverlap

in terms of support for business revitalizationu3the concurrent application of legal liquidatéord public
support for revitalization may result in excesssgpport beyond the extent necessary for business
revitalization. In this case, public support fovitalization will have a greater impact on competit

24, Therefore, in general public support for rdidttion and legal liquidation should not be
concurrently applied. However, if there is a pnegsieed to apply the unique functions of legalitigtion
that are not available under public support foitadization, the provision of public support fowvilization
may be approved for enterprises subject to legaidation. In this case, the supporting organizetiare
required to fully consider the possibility of exse® support resulting from the concurrent appiocadf
legal liquidation.

25. Taking the above points into consideration, ¢becurrent application of public support for
revitalization and legal liquidation should involadull prior examination of their necessity. Ewehnen this
necessity is considered to exist, because the aamtiapplication of public support for revitalimat and
legal liquidation may lead to excessive suppoitditention must still be given to ensuring traasmcy by
obtaining opinions and feedback from the competitdibeneficiaries and other entities concernedrgigg
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effects of public support for revitalization on coetition. In addition, the principle of minimum ressity
should be applied in strictly arranging the detaflpublic support for revitalization, taking infioll account
the effects of legal liquidation.

3.2.2.2.5 Measures for when distortions of competition is @ebugh limited despite arranging
the details of support

26. After arranging for specific support, if théseany remaining effects on competition that carot
ignored, measures must be taken to minimize effecfgublic support for revitalization on competitio
(measures for minimizing effects). In regards te theasures for minimizing effects, when necessary,
beneficiaries may be required to take certain astias conditions for the provision of support bg th
supporting organizations in cooperation with a fatguy agencies, making sure not to impede business
revitalization.

27. As for measures for minimizing effects, prefiary measures to restrict the business operations o
beneficiaries (behavioral measures) and diminisir giresence in the market (structural measureg)bea
adopted.

3.2.2.3 Framework for securing the appropriacguidlic support for revitalization
3.2.2.3.1 Division of roles between the Japan Faide Commission and supporting organization

28. The best arrangement is for the JFTC to prepack publish the cross-industry guidelihes
containing matters in view of the competition pgltbat the supporting organizations should keemiimd
when providing public support for revitalizatiom. 4ddition, each supporting organization shouldsiter
and evaluate the effects on competition based®aftirementioned guidelines, cooperating with raiguy
agencies as needed, when determining the speggjmost for each case.

3.2.2.3.2 Ex-post measures to restore competition

29. When beneficiaries gain a greater competitdaatage than initially expected, the adoption of
ex-post measures to restore competition (cessatismpport, reduction of support and measures &iadig
disadvantageous to beneficiaries) is considerdz timappropriate because it may impair the incerfiiv
beneficiaries to carry out business revitalizatiorthe incentive for these beneficiaries' staketiddsuch
as financial institutions providing loans to bengiiies) to commit themselves to the relevant mssn
revitalization. In addition, taking financial disamhtageous measures to beneficiaries is considerbd
difficult in light of the law system.

3.2.2.3.3 Relevant business regulations, etc.
30. When beneficiaries and their competitors algestito a public regulation system, the regulatory
agencies may take measures concerning the graofitigenses, permits, etc. to correct distortion in
competition and ensure a competitive environmanthls case, the regulatory agencies should conside
measures that promotes competition in the mar&et the view point of ensuring a competitive envinamt.

3.2.2.3.4 Ensuring transparency

31. In principle, the supporting organizations dtiquublicly announce the general standards for the
examination of and the procedures for the provi@bmpublic support for revitalization to improveeth

7 The JFTC is in the process of making the guidslias of August, 2015.
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predictability of beneficiaries, their competitorsnd their stakeholders. In addition, if the impacat
competition is considered to be large, it is dédeadhat the details of the support plan and aessssent of
the impact of public support for revitalization competition for individual cases be made as pupbgen
as possible. Moreover, when assessing the impamropetition, it is desirable that hearing of cotitpes,

etc. be conducted as needed within a scope whie$ miot affect business revitalization.

3.3 Support on the implementation of competitiogsessment

32. Since October 2007, as a general rule, eacistmyins obliged to implement the ex-ante evaluatio
of regulations when it implements the institutiogyision or abolition of the regulation. On thiscasion,
each ministry also implements the analysis of ingat regulation on competition (hereinafter rederto
as “Competition Assessment”). Competition Assessnsarted experimentally in April, 2010. Each
ministry is expected to fulfill the checklist redgarg the impacts on competition and its analyseséimafter
referred to as “Competition Assessment Checklistign submit Competition Assessment Checklist ¢o th
Ministry of Internal Affairs and Communications (e@after referred to as "MIC") with the report er-
ante evaluation of regulation. Thereafter, MIC siibrthe Competition Assessment Checklist fulfilley
each ministry to the JFTC.

33. In order to disseminate and establish the Cttigre Assessment in each ministry, having
compiled the Competition Assessment Checklist iatceference to the OECD Competition Assessment
Tool Kit and distributed it to each ministry, in 24 like the previous year, the JFTC supported the
implementation of Competition Assessment includheyprovision of consultations for ministries abthg
concept and method of the Competition Assessmemnwthey answer the Competition Assessment
Checklist, by not only answering questions, bub agplaining the basic concept regarding compaetitio
policy which is the foundation of Competition Asse®nt.

4, Main surveys related to competition policy
4.1 Report on Fact-Finding Survey on Transaatiof Private Brand Products in the Food Sector

34. The JFTC has implemented strict and effective énforcement against practices that may cause
unfair disadvantages to business operators andeddxk prevent violations based on the Regulation of
ASBP under the AMA and the Act against Delay infRagt of Subcontract Proceeds, etc. to Subcontsactor
(hereinafter “Subcontract Act”).

35. As part of efforts to prevent violations of $beActs, the JFTC has surveyed areas of trade where
cases are observed that may constitute ASBP arldeon under the Subcontract Act, so as to ideiiify
trade practices are actually carried out in thesasa In the previous fact-finding surveys, the QF&as
found cases of “product returns” or “refusal toeige products” in transactions of some private dran
products (hereinafter “PB products”) that may citat ASBP or a problem under the Subcontract Act.
Violations in connection with PB products have agded for a certain share of all violations of the
Subcontract Act.

36. In view of these circumstances, the JFTC cemnesitlit necessary to conduct survey on the actual
conditions of transactions of PB products to seethér retailers, etc. have conducted practicesntiagt
constitute a problem under circumstances that diicresles of PB products have sharply increasezksin
2008. As a result, the JFTC decided to conductgihigey to study the actual conditions of transactiof

PB products in the food sector which accounts fédarge part of all sales of PB products. The JFTC
conducted a written survey by sending questionadoes00 retailers, etc. who are considered to vasrk
contractors of PB products (hereinafter “retailets,”) and 3,000 manufactures, etc. who are censitto
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manufacture and supply PB products (hereinaftemntrfectures, etc.”) and published the results of the
survey (published in June 2014).

37. The main points of the report are as follows.
4.1.1 Main points of the survey results

38. In 10.8% of the trades of PB products subjesutvey, there has been some sort of action de tra
conditions of PB products that can be linked to RSBs the actual form ASBP, actions corresponding t
“establishment of a trading condition to requirectbsure of information, including cost structureda
manufacturing process, despite the fact that ihsoformation is disclosed, manufactures, etc. balat a
disadvantage in negotiations, etc.” in particularevfound more frequently.

39. Furthermore, the answers such as “requestufgpost funding (for a sale, etc.)”, “request for
purchase or use (of a product or service)” andrsav@re found more frequently, as the other prastibat
may constitute ASBP except establishment tradimglitions.

41.2 Actions of the JFTC

40. Based on the survey results, to prevent retailom causing problems under the AMA or
Subcontract Act, the JFTC pointed out issues faanthe survey to the relevant trade associatiors an
requested that they take voluntary actions to ptenfair trade in the industry, including thoroughly
informing members about the Guidelines Concernitgige of Superior Bargaining Position under the
Antimonopoly Act once again. After that, the JFT©\pded retailers with seminars to promote faid&aa
between retailers, etc. and manufacturers andeteept violations of the Acts.

5. International efforts to strengthen the cooperdabn and coordination of competition law and
competition policy

5.1 Bilateral efforts

41. In recent years, there has been an increasieg to strengthen the cooperation and coordination
among competition authorities given the globalmatof corporate activities. In response to thigagion,

the JFTC is making efforts to strengthen its coafpez relationship with foreign competition authims
through bilateral anticompetitive cooperation agrepts and other initiatives. In addition, the JHEC
participating in negotiations related to competitipolicy, which is an important element of economic
partnership agreements, and working with variongegament ministries and agencies.

5.1.1 Bilateral meetings with foreign competitiartteorities

42. In 2014, the JFTC held bilateral meetings ammetition policy with the competition authorities
of Korea and United States.

5.1.2 Efforts for economic partnership agreements

43. In July 2014, Japan signed the Economic PatiieAgreement with Commonwealth of Australia
including a chapter on cooperation in competitiotiqy and the Agreement took effect in January 2015
Furthermore, Japan participates in economic pafmelagreement negotiations, such as the Transdaci
Partnership (TPP) agreement, the Free Trade AgreefiREA) between Japan, China and Korea and the
Regional Comprehensive Economic Partnership (RCBR)ddition, Japan is in EPA negotiations with the
EU and countries such as Canada, Mongolia, Colgnaimid Turkey, where the JFTC has participated in
negotiations regarding competition policy-relatbdters.
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5.1.3 Memorandum on Cooperation / Cooperation Agement between competition authorities
5.1.3.1 Memorandum on Cooperation with the CADE

44, The JFTC on April 24, 2014, signed MemorandumQooperation with the Administrative
Council for Economic Defense of the Federative Rdéipwof Brazil (hereinafter, “CADE”), which is the
competition authority of Brazil. Accordingly, coap¢ion based on this Memorandum was started. This
Memorandum provides the manners of notificatiothefenforcement activities, cooperation, coordorgti
request for enforcement activities and careful mration to the important interests, etc. betwiberJFTC
and the CADE.

5.1.3.2 Memorandum on Cooperation with the KFTC

45, The JFTC on July 25, 2014, signed MemorandanCooperation with the Korea Fair Trade
Commission (hereinafter, “KFTC”), which is the coatiion authority of Korea. Accordingly, cooperatio
based on this Memorandum was started. The outlinghis Memorandum is largely similar to the
Memorandum on Cooperation with the CADE.

5.2 Multilateral efforts
46. The JFTC proactively participates in the atiigi of organizations such as the International
Competition Network(ICN), the Organization for Ecomic Co-operation and Development(OECD), Asia-
Pacific Economic Cooperation(APEC) and the Unitedatibhs Conference on Trade and
Development(UNCTAD). In addition to these activitighe JFTC plays a leadership role in the East Asi
Top Level Official's Meeting on Competition Polieyd the East Asia Conference on Competition Law and
Policy.
47. Especially, the “ICN Framework for Merger Ravi€ooperation” was established at th& ICIN
Annual Conference in April 2012. This framework war®posed by the chairman of the JFTC and is
overseen by the JFTC for the purpose of promotifegtive and efficient cooperation of multijuristimnal
merger review among ICN members.
5.3 Technical Assistance
48. Given that developing countries are eithervabti strengthening their existing competition law
systems or introducing new ones, the JFTC provieesnical assistance for such countries by dispadch
its staff, organizing training programs, etc. Ir2pthe JFTC implemented training courses on coitiget
policy for the Philippines, Vietham, China, etc.
5.3.1 Main international activities during 2014ui8mary

The 13th ICN Annual Conference (Marrakesh, April)

Operating ICN Framework for Merger Review Coopenati

East Asia Top Level Officials’ Meeting on Compatiti Policy (Tokyo, October)

Bilateral consultations with foreign competitiortlaarities (Korea and United States)

Providing training on competition policy (Philip@s, Vietham, China, etc.)
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6. Public relations and Policy evaluation
6.1 Public relations
49. For the purpose of enhancing public understendf competition policies, the JFTC engages in

public relations activities, providing the gengpablic with information on legislation, includinge AMA,

and its own activities through press releases JFEC website and other means. The JFTC established
dedicated websites to provide information aiminghatgeneral consumer and children respectivelgneso
sections of the websites give comprehensive exptarssand examples of the AMA and the activitiethef
JFTC.

50. Other than the above activities, the JFTC ldotite "One Day JFTC" and held "Consumers
Seminar," the former of which is to further enhatfoe public’'s understanding and consultation sesvic
regarding the AMA and the Subcontract Act, andlditier of which is to introduce consumers to the AM
and the JFTC’s work. These events were held ifl otas, where the JFTC's offices are not locat€do,

at the request of junior high schools, high schoaféversities, etc., the JFTC has made effortspread
knowledge of competition policy through school emtian by dispatching staff to speak on the role of
competition in economic activity.

51. Moreover, the JFTC is open to opinions andaedp to requests made by the public at informal
gatherings. The process of encouraging, offerind) gathering information is designed to help prevent
businesses and their associations from committiodations of the AMA, etc., and to ensure that
competition policies properly reflect the views amidhes of people from all walks of life.

52. The main activities during 2014 were as follows
Types of Press Releases Exchange of Lectures in Consumers One Day
Activities opinions with local schools Seminar JFTC
experts*
Number 292 76 136 40 9

(Notes). The JFTC Commissioners, etc., met with representatives of the business community, academic experts, mass media,
consumer groups, etc., in local districts.

53. In addition to the above, because the effdrigracurement officers are extremely important in
fully preventing bid-rigging, the JFTC has trainmgrkshops on the AMA and the Act on Eliminatiordan
Prevention of Involvement in Bid Rigging etc. anghBBhments for Acts by Employees that harm Fairness
of Bidding, etc. in local government agencies athgtoauthorities. The JFTC has also cooperatedtivih
national government offices, local government agenand other authorities, by dispatching lectyrers
providing materials, etc. when they hold similaiting workshops. In 2014, the JFTC held 25 trajnin
workshops and dispatched lecturers to national mpowent, local government agencies and specified
juridical persons in 299 cases.

6.2 Policy evaluation

54. Since FY 2002, the JFTC has implemented apelaluation based on the Government Policy
Evaluation Act. In FY2014, the JFTC implementedpest evaluation relevant to “Public relations for

competition policy” by means of performance evatugtand published the report on it.

55. The purpose of “Public relations for competitimolicy” is to inform nationwide people about the

purpose and contents of the AMA and other relad@gs) and activities of the JFTC. In addition, tR& QG
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aims to advocate competition policy widely to thiblc through grasping views and wishes from peaple
communication with wide range of the people. THEQEvaluated its public relations for competitiarigy
based on 1) the number of “One Day JFTC” (the aneeaVent held in the prefectures where the JFTC has
no local office, 2) the number of “Consumers Semiind) the number of “Lectures in schools”, 4) the
number of “Exchange of opinions with experts icdlbarea” and 5) the state of information provisitout

the Antimonopoly Act, associated policies, and JETvities as well as the state of increased wstdeding
among the public about competition policy throughthgring the opinions and requests from all lewéls
public by means of communications. As a resultpinglic relations for competition policy in the JE ot

an evaluation that the policy achieved its goalsiaerably.

7. Resources
7.1 Budget (FY2014 (2014.4~2015.3))

56. The budget of the JFTC is as follows (unitiidxil JPY, million USD (LUSD=99.19JPY), %).

200 | 200 | 200 | 200 | 200 | 201 | 201 | 201 | 201 | 201
Fiscal Year (from April to March) 5 6 7 8 9 0 1 2 3 4

Budget amount (JPY billion) 81 83 84 86 84 89 89 87 88113

Budget amount (USD million) 82. 84. 84. 87. 85 90. 89. 88 88. | 113.

Change over previous year (%) 40 25 09 32 A72' 6.1 AE_?' Agl' 0.7 | 28.6
General Expendlt.ures Budget: change over AO. Al 13 07 94 33 12 A4, 142 | a6
previous year (%) 7 9 2

(Notes). 1) “1USD=99.19JPY" is the average rate between 2005-2014 calculated on the basis of each year’s annual USD - JPY average
rate (based on 17:00 (Japan Time)) at Tokyo foreign exchange market published by Bank of Japan. 2) The General Expenditures
Budget refers to the total budget of the Japanese government and is the amount of General Account Budget Expenditures less National
Debt Service and Local Allocation Tax Grants.

7.2 Number of officials (FY 2014(2014.4~2015.3))

57. The number of officials in the General Seciataf the JFTC is as follows (unit: persons).

Fiscal Year (from April to 2005 | 2006 | 2007 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014
March)

Number of officials 706 737 765 795 779 791 799 799 823 | 830

Enforcement against anti-

o . 360 383 409 429 442 451 452 445 444 445
competitive practices

Merger review enforcement 32 35 36 36 36 35 37 41 40 43

Advocacy efforts 37 36 34 35 35 36 35 33 33 33

(Notes). 1) The number of officials engaged in enforcement against anticompetitive practices refers to the number of officials at
investigation Bureau and Investigation Divisions of local offices. 2) The number of officials engaged in merger review enforcement refers
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to the number of officials at the Mergers and Acquisitions Division. 3) The number of officials engaged in advocacy efforts refers to the
number of officials at the General Affairs Division of the Economic Affairs Bureau and the Coordination Division.

Budget and Number of Officials (FY 2005-2014)

Number of -
Officials Bilion Yen
900 13
0T 799 '30
823 4 11
200 L 737 Wes @°° Woo W' 799 1.}
96 74 8
600 - Wb (o |l 34 [§42 68 W 45 o {9
500 F 42 |51 52 W45 [N 444 A5
N 17
400
300 {1 5
200 F
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100
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= Number of total staff E==3Number of Investigators Budget (Bi I lion Yen)
8. Activities of the Competition Policy Research Gger
58. The Competition Policy Research Center (hefiineeferred to as the “CPRC”) develops research

activities through a collaboration between the JBTf, director, chief researchers, and visitieggarchers
(a total of 15 persons at the end of December 26gdgialized in the fields of economics and laweSéh
research activities are aimed at strengtheninghtberetical and empirical basis for the implemeataof
the AMA and the preparation of competition polici€ke director, chief researchers and visitingaeseers
are mostly university professors participatingia CPRC on a part-time basis.

59. In 2014, the CPRC published 4 joint researpbnts and 2 discussion papers. It organized 2 open
seminars and 1 international symposium. The rebeegports and discussion papers as well as the
presentation materials of the open seminars amuniational symposia are made available at the CPRC
website.

8.1 Joint research reports

e Studies on Structural Changes in Japanese Industigg Mobility Index and on its
Applicability to Competition Policy (September 2014

¢ Analysis of Regulations on Abuse of Superior Bangeg Position in Foreign Countries (December
2014)

e Study on Leniency Program in EU (December 2014)
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e Study on Behavioral Remedy under Regulations orgktarin Foreign Countries (December 2014)

8.2 Discussion papers

e "Competition and International Competitiveness:denice from Japanese Industries" (February
2014)

e "Empirically Investigating Structural Factors Fé#eiling Cartels: A Case of Japanese
Manufacturing” (April 2014)

8.3 Hosting open seminars
60. The CPRC hosts open seminars to introduceethdts of its joint research reports, etc. In 2014,
the following 2 open seminars were held.

Date Theme Speaker Commentator

May 9 Anti-Monopoly Law and Akira Goto,

Japanese economy —
Globalization / Innovation / Professor, The National
Regulatory Reform- Graduate Institute for Policy
Studies
October 24 Antitrust law and practice in Adrian Emch, Jiang Shan,
China
Partner, Hogan Lovells Professor, Takaoka University of
International LLP Beijing office Law

(Note). Titles listed in the above table were applicable at the time of the seminars.

8.4 Hosting an international symposium

61. Playing a central role in the international lexage of competition policies, the CPRC hosts
international symposiums that bring together sewiiicials of foreign competition authorities anchalemic
specialists.

62. An international symposium entitled "CompetitiBolicy in the Digital Economy" was held in
March 2014. Participating invitees as speakersi¢lits included Dr. Jacques Crémer (Professoroliea
School of Economics), Dr. Marc Rysman (Professcgpd@tment Economics, Boston University), Dr.
Hiroshi Ohashi (Chief Researcher of CPR@rofessor, Graduate School of Economics, University
Tokyo).

(Note). Titles listed in the above table were aggiiie at the time of the symposium.
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