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Introduction

In the midst of economic globalization and digitalization progressing on a worldwide
scale, the economic and social conditions of Japan are undergoing major changes, with
the Japanese economy facing a number of issues, such as a declining birthrate, an aging
population, both of which lead to a subsequent decline in population. In order for
Japan's economy to continue to grow in these conditions, it is extremely important to
promote even more fair and free competition in the market, and to encourage
companies to engage in innovation activities.

In order to promote fair and free competition in Japan's markets, strict enforcement
of the Antimonopoly Act (hereinafter referred to as the “AMA”) is needed to eliminate
any violations of the AMA, and individual companies, etc. should be encouraged to
promote compliance related to the AMA (hereinafter referred to as the “AMA
compliance”), to create an environment where competitive business activities can be
carried out autonomously.

From the perspective of supporting AMA compliance efforts by companies, etc., the
Japan Fair Trade Commission (hereinafter referred to as the “JFTC”) carries out
guestionnaire surveys and interviews with companies, etc. regarding their AMA
compliance to understand and analyze the situation, as well as to clarify any current
problems or issues, and compiles and publishes reports to suggest various policies to
further improve the situation (see table below). In addition, guides have been created
and published by competition authorities in other jurisdictions, international
organizations and an international network, so that companies can design and operate
compliance programs in accordance with the AMA of their own country and region (see
the reference materials at the end).

This guide compiles best practices to assist individual companies in designing and
implementing effective AMA compliance programs, based on the above-mentioned
efforts by the JFTC and competition authorities in other jurisdictions, etc.

Specifically, this guide is based on the results of past fact-finding surveys conducted by
the JFTC and similar guides created and published by competition authorities in other
jurisdictions, etc., and it comprehensively and systematically outlines the components
of an effective AMA compliance program, as well as their significance, essence, and
points to keep in mind. In addition, this guide introduces examples of good practices
from companies that are actively engaged in AMA compliance, as well as “real opinions”
taken from questionnaires and interviews conducted in the above-mentioned fact-

finding surveys.
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In addition, in recent years, in response to economic globalization trends, laws and
regulations equivalent to Japan’s AMA (hereinafter referred to as “foreign competition
laws,” which together with Japan’s AMA are generally referred to as “competition laws”)
are being introduced in various countries and regions, so there is an increasing need for
global companies with overseas branches, subsidiaries and affiliated companies
(hereinafter referred to as “overseas subsidiaries”) to design and implement an effective
AMA compliance program. In regards to this, the competition laws of various countries
and regions are also converging, and this guide can be used as a reference for global
companies’ compliance with foreign competition laws, and explanations have been
added to each section of this guide about what matters global companies should
consider and what they should pay particular attention to when complying with foreign
competition laws.

It is hoped that this guide will assist companies in designing and implementing an

effective AMA compliance program.

Table List of Survey Reports on Compliance with the AMA in the Past

Date Published Title Survey Target
. Companies Listed on the
Corporate Compliance System . .
. First Section of the Tokyo
May 2006 - The present status and issues of the corporate
compliance mainly with the Antimonopoly Act - Stock Exchange
P y poly (1,696 Companies)
Licensed by the Minister
Mav 2007 Compliance Efforts in the Construction Industry of Land, Infrastructure,
¥ - Focusing on the Antimonopoly Act - Transport and Tourism
(1,700 Companies)
Compliance Efforts of Foreign-owned Companies .
. Foreign-Owned
and Survey on Corporate Compliance from the .
May 2008 , . . Companies
Lawyer's Point of View (1,466 Companies)
- Focusing on the Antimonopoly Act - ! P
Survey on the Status of Compliance System | Companies Listed on the
March 2009 Development in Enterprises First Section of the Tokyo
- Status Since the Enforcement of the Antimonopoly | Stock Exchange
Act (Revised January 2006) - (1,738 Companies)
Compliance Efforts of Individual Companies with | Companies Listed on the
June 2010 the Antimonopoly Act First Section of the Tokyo
- Measures to Enhance the Effectiveness of | Stock Exchange
Compliance - (1,684 Companies)
Companies Listed on the
November 2012 Suryey on Corporate Compliance Efforts with the | First Section of the Tokyo
Antimonopoly Act Stock Exchange
(1,681 Companies)
Compliance Efforts of Japanese Companies for C.ompanl'es Listed on the
. . First Section of the Tokyo
March 2015 Foreign Competition Laws
- Aiming at Compliance Efforts as Global Rules Stock Exchange
g P (1,814 Companies)
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Compliance Efforts of Trade Associations for Achieve

Trade Associations

Compliance Program in Companies

December 2016 Antimonopoly Act (1,041 Associations)
Status of Measures Taken by Cooperatives, Etc. | Cooperatives, etc.
June 2020 . . . . L
Regarding Compliance with the Antimonopoly Act (1,781 Associations)
Enterprises which Have
Received a Cease and
June 2023 Report on the Effectiveness of Measures to Prevent | Desist Order, etc. of the
Recurrence in Cease and Desist Orders Unfair Trade Restrictions
in the Past
(719 Enterprises)
Fact-finding Survey on the Status of Design and gz::zan:\j;tiecjo?n :E:
June 2025 Implementation of an  Antimonopoly Act

Tokyo Stock Exchange
(1,643 companies)
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Part | Significance of Designing and Implementing an Effective AMA Compliance
Program

1. Risk of Failure to Design and Implement an Effective AMA Compliance
Program

The term “AMA compliance program” as used in this guide refers to the
mechanisms and efforts to appropriately avoid and reduce the risk of the AMA
violations and the losses incurred in case of the AMA violations.

The AMA is a law that establishes rules that all companies participating in the
market must observe, with the aim of promoting fair and free competition in the
market, and allowing business operators to demonstrate their originality and
creativity. In order for companies to create better products and services and to
achieve sustainable growth and development, it is absolutely essential that
companies face each other head-on and make various creative efforts and
endeavors to realize fair and free competition. Conversely, the AMA violations
are simply acts that avoid confronting competition head-on between companies
and neglect endeavors to improve or be inventive, depriving their own companies
of the chance for growth or development.

As the AMA is a law that forms a foundation for the economic society, strict
measures are enforced against violations. For example, in Japan a surcharge system
was introduced for the AMA violations (Article 7-2, 7-9 and 20-2 to 20-6, etc. of the
AMA), such as cartels and bid-rigging ("unreasonable restraint of trade", Article
2(6) of the AMA), private monopolization (Article 2(5) of the AMA) and certain
unfair trade practices, etc. In this surcharge system, the amount of the surcharge
is calculated by multiplying the amount of sales of products or services during the
period the AMA violation occurred by a certain calculation formula, so the amount
of the surcharge will increase more and more the longer it takes to detect the AMA

violation. In addition, companies that are involved in AMA violations, such as

1 Regarding unfair trade practices, for example, abuse of superior bargaining position is regulated under the AMA as one of the
unfair trade practices because “if a party who has superior bargaining position against the other transacting party makes use of such
position to impose a disadvantage on the transacting party, unjustly in light of normal business practices, such act would impede
transactions based on the free and independently select of the said transacting party, and put the said transacting party in a
disadvantageous competitive position against its competitors, while putting the party having superior bargaining position in an
advantageous competitive position against its competitors” and such practice risks impeding fair competition (Fair Trade
Commission,” Guidelines Concerning Abuse of Superior Bargaining Position under the Antimonopoly Act" (November 30, 2010)
(https://www.jftc.go.jp/en/legislation_gls/imonopoly_guidelines_files/101130GL.pdf)). Unfair trade practices are acts that “tend to
impede fair competition.” Even if a company gains a competitive advantage over its competitors through such practices, this position
is not achieved through the ingenuity and effort required to realize fair and free competition. Therefore, unfair trade practices can
be seen as acts that deprive companies of opportunities for their own growth and development.

2 Regarding unfair trade practices, the following acts are subject to surcharges: concerted refusal to trade (Article 2(9)(i) of the AMA),
discriminatory consideration (Article 2(9)(ii) of the AMA), unjust low price sales (Article 2(9)(iii) of the AMA), restriction of resale
prices (Article 2(9)(iv) of the AMA), and abuse of superior bargaining position (Article 2(9)(v) of the AMA) (Articles 20-2 to 20-6 of
the AMA).


https://www.jftc.go.jp/en/legislation_gls/imonopoly_guidelines_files/101130GL.pdf
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cartels and bid-rigging, private monopolization, and unfair trade practices are
subject to no-fault liability for damages (Article 25 of the AMA) and cartels and bid-
rigging and private monopolization are also subject to criminal liability (Article
89(1)(i) and 95(1)(i) of the AMA). Companies that are involved in AMA violations
are liable for such strict sanctions.

It must also be remembered that violations of the AMA lead to negative
attention and severe criticism from society as a whole. As stated above, as the AMA
provides rules that all companies participating in the market must obey, violations
lead to severe criticism from all of society including clients and customers, and of
course damages the company’s reputation and brand image, as well as
considerably reducing the trust of internal and external stakeholders.ﬂ

Please note that the term “enterprise” subject to the AMA refers to “a person
who operates a commercial, industrial, financial or other business” (Article 2(1) of
the AMA).P| This means all businesses, including small and medium-sized
enterprises (SMEs) and companies with low market share, are subject to the AMA.
It is important to understand that statements such as “The AMA does not apply
because we are an SME” or “The AMA does not apply because our market share is
low” are incorrect.

If a company does not design and implement an AMA compliance program at
all, or if it is not designed and implemented effectively, the company will not be
able to appropriately manage the risk of the AMA violations. As a result, if they are
engaged in the AMA violations, they will inevitably suffer a variety of direct and
indirect disadvantages, as not only will they lose out on the opportunity for growth

and development, but they will also suffer direct consequences such as surcharges,

3 In some countries and regions, the standards for unfair trade practices may be even harsher than in Japan. In specific terms,
depending on the country or region, the level of fines and sanctions imposed under their system may be higher than in Japan, and
in addition to fines for companies, there may be penalties for individual sales personnel, etc., who committed the act, such as non-
suspended prison sentences. In addition to these, there are countries and regions that have separate damage compensation litigation
systems with strong sanctions, and in some places, there may be cases where victims will actively seek compensation for damages.
4 Unless a company quickly ascertains that a violation of the AMA has occurred within the company and takes appropriate measures,
the company may suffer further damage to its reputation and brand image by becoming known as a company that cannot take self-
cleansing actions, and it is conceivable that this will lead to losing the trust of internal and external stakeholders.

5 For example, cartels and bid-rigging involve enterprises mutually communicating and jointly determining matters such as product
prices, sales volumes, and production quantities—matters that should be decided independently by each enterprise. When such
conduct occurs, it generally results in a substantial restriction of competition within a particular field of trade. Therefore, it raises
issues under the AMA regardless of the market share of individual enterprises. Furthermore, Section 1-3(4) of the “Guidelines
Concerning Distribution Systems and Business Practices” (July 11, 1991) states that for types of conduct that may be illegal as unfair
trade practices when carried out by “an influential enterprise in a market,” a market share exceeding 20% is indicated as a preliminary
benchmark for determining whether an enterprise qualifies as such. This provision outlines the approach to “restriction on dealings
with competitors, etc.,” “strict territorial restriction,” and “tie-in sales” within the Guidelines. It does not imply that conduct by
businesses with a market share of 20% or less generally does not raise antitrust concerns.

5
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fines and damages,ﬁ and indirect and secondary disadvantages such as damage to
their reputation and brand image, and a loss of trust from internal and external
stakeholders.

2. Benefits of Designing and Implementing an Effective AMA Compliance
Program

In contrast with the above risks of Part |, 1., by designing and implementing an
effective AMA compliance program, it’s possible for companies to obtain the

following benefits.

As well as avoiding or reducing the risk of the AMA violations, an effective AMA
compliance program also avoids and reduces the direct and indirect
disadvantages that they would be liable for in the case of an AMA violation (if
appropriate responses are taken in the case of a suspected violation, damage
to the company will be reduced (including reduction or exemption of
surcharges by applying to the Leniency Program), as well as enabling the
company to gain a reputation as one with a high self-cleansing ability).

It raises awareness of AMA compliance among executives and employees and
fosters a culture and organizational climate that values AMA compliance.

By executives and employees competing with other companies head-on and
not engaging in acts that inhibit competition, various inventive practices and
endeavors are inspired, leading to producing better products and services, an
increase in competitiveness, and sustainable growth and development.
Executives and employees’ pride, confidence, job satisfaction, sense of
belonging, and desire to contribute to and work tirelessly for the company are
all improved by carrying out ethical business activities, and it’s expected that
it helps retain the employment of excellent employees.

By executives and employees, including top management, showing to the
outside world that they are promoting AMA compliance through their
approach and actions, the reputation and brand image of the company is
improved, trust from stakeholders like clients and shareholders is increased,

and corporate value is increased and maintained, which is expected to help

6 As well as those mentioned in the main text, other direct disadvantages that will be incurred if there is an AMA violation include
the costs of responding to investigations by competition authorities, the costs of implementing cease and desist orders, and the loss
of order opportunities during designated periods of suspension.

7 In Japan, there is a system (called the Leniency Program) that allows companies to avoid or reduce the amount of surcharges they
will face if they voluntarily report details of violations related to cartels or bid-rigging to the JFTC (Article 7-4 of the AMA). Similar
systems have also been set up in other countries and regions.
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promote the recruitment of excellent executives and employees.

By improving executives and employees’ knowledge and awareness of AMA
compliance, it improves their ability to detect AMA violations committed by
other companies, such as competitors and clients, and consequently enables

them to avoid damage to their own companies.

In these ways, an AMA compliance program serves not only as a “tool for legal
compliance” or a “risk management tool,” but also as a “tool for maintaining and
increasing corporate value.” In particular, as is discussed later below, if executives
and employees can be made to understand the importance of facing competition
head-on without ignoring the competition in front of them, through messages
from top management (Part Il, 1., (1)), the code of conduct and AMA compliance
manual (Part I, 1., (3)), and in-house training on the AMA (Part Il, 2., (2)), it will
help them develop and sell better products and services through various
endeavors and their inventiveness, and lead to sustainable growth and
development of the company.

Each company should clearly position the design and implementation of an
effective AMA compliance program as one of its corporate strategies to maintain
and improve corporate value, not only to avoid and reduce the risk of the AMA
violations and the losses that would be incurred if the AMA was violated, but also
because by making efforts to actively promote AMA compliance they can aim for

further corporate growth and development.
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3.

Overview of an Effective AMA Compliance Program

This guide classifies the components of an effective AMA compliance program
into four categories, namely “Overall Efforts for Compliance Related to the AMA”
(Part 11, 1.), “Specific Measures to Prevent the AMA Violations” (Part Il, 2.), “Specific
Measures to Detect the AMA violations at an Early Stage and Take Appropriate
Actions” (Part Il, 3.), and “Periodic Evaluation and Update of the Program” (Part I,
4.) (see Diagram 1.).

In Diagram 1, specific measures that companies should take to promote
effective AMA compliance are listed for “Specific Measures to Prevent the AMA
Violations” (Part Il, 2.), and “Specific Measures to Detect the AMA violations at an
Early Stage and Take Appropriate Actions” (Part Il, 3.) (hereinafter, both shall be
collectively referred to as “specific measures”). On the other hand, the
components of the “Overall Efforts for Compliance Related to the AMA” (Part I, 1.)
relate to all the measures of specific measures, and it’s important to take all of the
components of “Overall Efforts for Compliance Related to the AMA” (Part I, 1.) into
account when dealing with the measures of Part Il, 2., and 3. In addition, it’s also
important to periodically evaluate and update the program as suggested in
“Periodic Evaluation and Update of the Program” (Part Il, 4.).

The next sections will go on to explain the details of each component, but
please bear in mind that this guide does not require that each company
immediately designs and implements a full spec program. It may be especially
difficult for small and medium-sized enterprises, or companies with limited
management department resources, to design and implement all of the
components in this guide completely. In those cases, it is important for companies
to prioritize efforts that are most likely to be cost-effective, and then gradually
expand the scope of their efforts, depending on their situations and their risk of
AMA violations. Each company should keep this point in mind while reading this
guide, and consider which efforts are most appropriate and should be prioritized

in light of their own situation and their risk of AMA violations.
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Diagram 1. Overview of an Effective AMA Compliance Program

Overall Efforts for

Compliance Related to the
AMA (Part I, 1.)

Specific Measures
SBECIIVEERIERS (1) Involvement of top management ol bt i S
LN (2) Risk assessment and responses Violations at an
AVERICIEEEIEE (3) Basic policies and procedures Early Stage and

(Partll, 2.) (4) Organizational structure Take Appropriate
(5) Integrated efforts Actions (Part I, 3.)

Design / Update
Periodic Evaluation and Update of the Program (Part II, 4.)

Implementation
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Part Il Components of an Effective AMA Compliance Program
1. Overall Efforts for Compliance Related to the AMA
(1) Commitment and Initiative of the Top Management
A. Check Points

[0 Does top management periodically and continuously share and
communicate the clear message that it will not tolerate any kind of AMA
violations both inside and outside of the company?

[0 Does top management demonstrate with its own actions that it is serious
about efforts to design and implement an AMA compliance program, by
allocating sufficient authority and resources (budget, personnel,

equipment, etc.) to the departments or persons in charge of each effort?

B. Significance
It is generally considered that the intentions and attitudes of top
management have a strong influence on the culture and organizational
climate of each company, as well as the awareness of compliance of individual
executives and employees. In order for each company to foster a culture and
organizational climate that emphasizes compliance with the AMA, and to
instill a high level of compliance awareness among individual executives and
employees, top management must share and communicate with individual
executives and employees the clear message that any violations of the AMA
will not be tolerated. In addition, it is extremely important that top
management demonstrate through their own actions that they are serious
about designing and implementing an AMA compliance program by allocating
sufficient authority and resources (budget, personnel, equipment, etc.) to the
departments or persons in charge of efforts related to the design and

implementation of the AMA compliance programs.ﬂ

8 Guidelines from competition authorities in various countries and regions also recognize that top management clearly
demonstrating their intention and attitude to promote compliance ("tone at the top") fosters an organizational climate that
emphasizes compliance ("culture of compliance"), and that the commitment and initiative of top management are fundamental
components of the AMA compliance program. In Japan, the Business Accounting Council of the Financial Services Agency’s “On the
Revision of the Standards and Practice Standards for Management Assessment and Audit Concerning Internal Control Over Financial
Reporting (Council Opinions)” (hereinafter referred to as the “Opinions of the Business Accounting Council of the Financial Services
Agency”) (April 7, 2023), p.39 (https://www.fsa.go.jp/news/rd/sonota/20230407/1.pdf), states that “the tone of the organization
often reflects its top management’s intentions and attitudes,” and the Tokyo Stock Exchange, Incs “Japan’s Corporate Governance
Code” (June 11, 2021), p.8 (https://www.jpx.co.jp/equities/listing/cg/tvdivg0000008jdy-att/nlsgeu000005Inul.pdf) states in Basic
Principle 2 that the management “should exercise their leadership in establishing a corporate culture where sound business ethics
are ensured.”

° In practice, it is considered that the commitment and initiative of management outside of top management, such as middle
management including the heads of each business division, is also important, and these other layers of management are also
expected to take the initiative in promoting AMA compliance under the leadership of top management, and serve as role models for
their subordinates.

10
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In fact, a fact-finding survey carried out in the past by the JFTC showed that
a company’s own analysis found that “the failure of top management to
sufficiently communicate to employees a clear policy that we will not conduct
business in a way that is socially unacceptable, was one of the reasons AMA
violations were not prevented or stopped early," and this example shows
that if there is even the slightest ambiguity in top management’s intentions
and attitudes, it conveys to executives and employees that they are not
serious about efforts to design and implement an AMA compliance program,
and this suggests that the false justification that “AMA violations are a
necessary evil to protect the industry and the company” may spread among
executives and employees.

In addition, a survey report on compliance carried out by the ICN
(International Competition Network) also found that 43% of the competition
authorities, and 69% of the NGAs (Non-Governmental Advisor), who took part
in the survey, stated that commitment from top management was an
important component of an effective compliance program.

Therefore, top management’s commitment and initiative towards AMA
compliance is considered to be an important key component that is at the core
of an effective AMA compliance program.

In order to properly convey messages from top management to individual
executives and employees, it is important to think about the messages’
contents, frequency, and the best ways to convey them, etc., in accordance

with the size and organizational structure of the company.

10 JFTC’s “Survey on Corporate Compliance Efforts with the Antimonopoly Act” (hereinafter referred to as the “2012 JFTC’s Survey
Report”) (November 2012), p.51 (https://www.jftc.go.jp/houdou/pressrelease/cyosa/cyosa-sonota/h24/121128.html).

Furthermore, from the perspective of aiming to ensure compliance with laws and regulations in business activities, an AMA
compliance program can also be considered to be a type of internal control in the company, as if the top management can ignore or
override internal controls for illegitimate objectives (Opinions of the Business Accounting Council of the Financial Services Agency
(in Note 8 above) p. 55), then that will also include the AMA compliance program. No matter how detailed an AMA compliance
program the company try to create, if top management ignore or override it, the AMA compliance program just becomes pie in the
sky, and the efforts of all those concerned will come to nothing, so it goes without saying that top management should never show
in their words or actions that they endorse or approve of violations of the AMA.

11 ICN (International Competition Network) “Report on Competition Compliance” (hereinafter referred to as “ICN Survey Report”)
(2021), p.12 (https://www.internationalcompetitionnetwork.org/wp-content/uploads/2022/04/AWG-Report-on-Competition-
Compliance.pdf).

Furthermore, these results were compiled from replies to the question, “In your view, what are the critical elements of an
effective compliance program for a business?” where a free writing format was used in which the competition authorities and NGAs
were allowed to freely write whatever answer they came up with that they thought was the most appropriate, as opposed to a
multiple-choice format, where they had to select the most suitable answer from pre-prepared options. When compiling the results,
the ICN classified the components from the competition authorities and NGA’s answers into 19 components, and simply calculated
the number of replies with that component to produce the percentages mentioned in this text. When calculating these figures, they
only considered whether each component was included in the answer or not, and counted it as one, regardless of whether it was
referred to repeatedly or strongly emphasized. Therefore, it should be remembered that the percentage of answers shown in the
text do not indicate the ranking of importance (for example, top management’s commitment had the second highest answer
percentage among the 19 components, which just shows that “This was frequently mentioned” in the answers of competition
authorities (ICN Survey Report, p. 12)).

11
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Possible ways to convey messages include posting on the company’s
intranet, sending emails, speaking at various types of meetings or in-house
training (Part Il, 2., (2)), or publishing them in the code of conduct and AMA
compliance manual (Part Il, 1., (3)), but it might also be worth considering
more inventive ways to effectively convey top management’s level of
commitment to executives and employees, such as using messages with
portrait photos on or video messages. As for the frequency of messages, in
addition to sending them at certain milestones, such as monthly, quarterly, or
annually, it is also possible to set a certain period once a year as a time when
compliance is focused on, such as having a so-called “compliance month” for
example, where messages are conveyed intensively during that period.
Regarding the contents of the messages, it’s important to use clear and easy
to understand language so that it is easily understandable to individual
executives and employees, and it’s also worth considering introducing
examples of the company’s own or other company’s mistakes or failures (it is
advisable for global companies to translate their messages into the main
languages used by their overseas subsidiaries to convey the messages to the
executives and employees there). As the members of a company are
constantly changing, due to people joining and leaving, it's important that
messages are periodically and continuously shared and communicated (if top
management changes every few years, it’s important to convey the message
once again at the time of the change).

It’s also thought that the status of the promotion of AMA compliance is a
serious matter of interest for stakeholders outside of the company as well. For
that reason, it’s also important that top management’s messages are shared
outside of the company, by posting messages on websites aimed to the
outside world, etc. This helps improve the company’s reputation and brand
image, increases the trust of external stakeholders, and also further
demonstrates to executives and employees within the company the top

management’s level of commitment to AMA compliance.

As mentioned in Part |, 1., even SMEs are subject to the AMA, and it is equally
important for them as for large corporations that top management take the
initiative in pursuing AMA compliance. In this regard, SMEs are generally
considered to have closer proximity between top management and employees

compared to large companies. This proximity makes it feasible to convey

12
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messages regarding AMA compliance directly to individual employees through
face-to-face meetings. We encourage top management of SMEs to actively
participate in training sessions organized by industry associations, economic
organizations, affiliated professionals, business partners, and others to gather
information on the AMA, while also working to enhance their company's AMA

compliance.

C. Examples of Good Practices
The following examples of good practices were found from questionnaires
and interviews in past fact-finding surveys carried out by the JFTC, and it’s
hoped that top management will use these efforts for reference while
demonstrating their initiative and commitment to AMA compliance.
[Examples of the contents of messages from top management]
Even now, about 10 years after the AMA violation case, the top
management still sends messages in their own words several times a year,
such as, “if even one AMA violation occurs, everything we have built up
until then will be reduced to zero,” and these messages have helped
promote AMA compliance activities.
Top management personally conveyed the message such as: “we do not
want a single yen of profit generated from compliance violations”, “if there
is a conflict between profit and compliance, always prioritize compliance”,
“compliance with market rules takes precedence over short-term orders
and profits”, “demonstrating creativity under a fair and free competitive
environment contributes to the growth of the business. We must
proactively engage with AMA rather than taking a passive approach.” to
all the employees, which increased the awareness of compliance within
the company.
In the past, some business divisions had the sense that they could not
survive without bid-rigging, despite publicly proclaiming that they were
complying with all laws and regulations, but top management personally
sent a strong message to all the employees that “if a business can’t survive
without bid-rigging, then it has to be abolished,” which changed this
thinking dramatically.

[Examples of ways top management convey messages]

Once a year, a video of the top management’s message (about five
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minutes) is distributed through a company-wide e-learning system. The
video emphasizes the importance of an attitude and culture that openly
acceptsissues raised, and that legal compliance takes precedence over the
company’s interests and disadvantages. All employees watched the video,
and in a questionnaire after watching the video, one said “I felt the
company’s serious commitment.”

Messages about compliance in the name of top management were given
out at every opportunity, such as publishing messages on corporate ethics
cards and in company newsletters that were distributed to all employees,
and posting messages on e-learning screens, and this led to a considerable
increase in the number of compliance related consultations, and
employees becoming more aware of compliance.

Top management personally attend training sessions and social gatherings
and share their message about the importance of AMA compliance (there
was also the view that top management appearing in front of employees
and talking directly to them “in addition to conveying the top
management’s determination, also meant that employees from the legal
and compliance department could say that ‘top management’s opinion is
also the same as you just heard, which made it easier for them to

persuade employees there.”)

[Examples of how frequently messages from top management are conveyed]
To change the mindset of on-site managers and employees—such as the
belief that "protecting profits is the right thing for the company, and some
adjustments are acceptable"—the group’s top management personally
initiated and established guidelines emphasizing the importance of
complying with the AMA and engaging in fair competition. These
guidelines are recited once a month at meetings attended by executives
from each group company, and the heads of subsidiaries also deliver
messages based on the group top management’s message during their
own morning meetings and similar gatherings.

To demonstrate top management’s strong determination to comply with
the AMA, they consistently post a related message on the company’s
intranet every time they update it (two to three times a month).

At the weekly executives’ business meetings, top management introduces

examples of AMA violations committed by competitors as a reminder to
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themselves, and at the section managers and above meeting held every
six months, examples of compliance are always introduced and attendees

are reminded to pay attention to compliance.

[Examples of efforts at global companies]
Due to the idea that direct verbal messages are more effective than
written documents for conveying top management’s sincere attitude to
recipients, every six months a video message about compliance with
competition laws is sent to all employees around the world in Japanese,
English, Chinese and German. In addition, at the start of our e-learning
training on competition law, which is carried out in 11 languages, there is
a message from the compliance committee that is chaired by top

management.
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(2) Assessing the Risk of the AMA Violations in Accordance with Respective
Situations of Companies and Responding to the Risk in Risk-Based Approach
A. Check Points

I Arerisks of AMA violations being identified appropriately according to the
actual situation of the company?

[J Is the seriousness of the identified risk being appropriately analyzed and
assessed from the perspectives of the likelihood of the risk occurring and
the magnitude of the impact if the risk occurs?

I Are policies for dealing with risks properly considered in accordance with
the results of risk analysis and assessment?

[J Are limited resources allocated to areas with a high risk of AMA violations
by using a risk-based approach?

I Arethe processes for identifying, analyzing and assessing risks periodically
re-implemented? And are policies for dealing with risks periodically

reviewed?

B. Significance

The risk of AMA violations that each company faces varies widely
depending on the contents of each company's business, market characteristics,
market position, range of activities, whether or not they are a member of a
trade association, etc. In addition, there is a limit to the amount of resources
each company can devote to the promotion of AMA compliance. Therefore,
when each company sets out to design and implement an AMA compliance
program, they must first properly identify, analyze, and assess their risk of
AMA violations according to their actual situation, and then allocate limited
resources in a focused way to areas with a high risk of AMA violations, based
on a risk-based approach. In other words, an AMA compliance program will
only be really effective if it is properly customized in accordance with the risk
of AMA violations that each company faces.

First, it’s important that each company properly identifies the risks that
they are facing, in order to use a risk-based approach to allocate and focus

limited resources to areas with a high risk of AMA violations. Then it is

12 The “risk-based approach” refers to a method for allocating a company’s limited resources in a focused way to areas of high risk.
Although it’s a guide in the field of bribery, “A Resource Guide to the U.S. Foreign Corrupt Practices Act Second Edition” (July 2020),
p.60, published by the US DOJ and SEC, says, “One-size-fits-all compliance programs are generally ill-conceived and ineffective
because resources inevitably are spread too thin, with too much focus on low-risk markets and transactions to the detriment of high-
risk areas,” which emphasizes the importance of a risk-based approach.
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important to properly analyze and assess identified risks and decide on a
response policy that leads to specific responses. The specific procedure for
assessing AMA risks will differ according to each company’s actual situation,
but one example of how to proceed is given below (SMEs are also encouraged

to refer to the following information.).

Diagram 2. Image of the Process of Assessing AMA Violations

Risk of the AMA

Violations

s

o
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(A) Risk Identification

The scenarios in which a company may become involved in cartels, bid-
rigging, private monopolization or unfair trade practices vary depending
on the characteristics of the products or services that each company deals
with. In the process of identifying risks, it’s important to envision specific
scenarios in which the company may become involved in AMA violations
(such as the risk of contacting or meeting with competitors and agreeing
on the price for products and services) to reveal the AMA violation risks

that each company faces.

(B) Risk Analysis and Assessment
It’s important to analyze and assess those risks identified in (A) above,
when considering policies to respond to those risks. The general approach
to risk assessment is to analyze and assess the risk from the perspective of

how likely it is to occur and how large an impact it would have if it did
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occur, with risks that have a high likelihood of occurring, or would have
a major impact if they occurred, being judged more serious and requiring
a more focused and attentive response.

Furthermore, as it’s considered that employees on the front-line are
those that most face the risk of AMA violations every day, it’s important
when analyzing and assessing risks to carry out questionnaires and
interviews of those employees to get a true understanding of the actual
situation. Also, when analyzing and assessing the magnitude of an
impact if a risk occurred, it is also important to consider not only the
magnitude of direct costs, such as surcharges, fines and compensation, but
also the magnitude of indirect and secondary costs, such as the damage to
the company’s reputation and brand image, and the loss of the trust of

internal and external stakeholders.

(C) Risk Treatment

It is important that policies for responding to risks be considered in
accordance with the seriousness of the risk as analyzed and assessed in (B)
above. Specifically, if an AMA violation risk is recognized as having a high
likelihood of occurring or a major impact if it occurred, it’s important to
think of a policy to appropriately manage that risk, and to consider
strengthening the AMA compliance program accordingly (for example,
specific measures to appropriately manage the risk of contacting or
meeting with competitors and agreeing on the price of products or services
could be the creation and dissemination of an AMA compliance manual
(Part I, 1., (3)), design and implementation of internal rules for contacts
with competitors (Part ll, 2., (1)), providing in-house trainings on the AMA

(Part ll, 2., (2)), design and operation of a consultation system on the AMA

13 Opinions of the Business Accounting Council of the Financial Services Agency (Note 8 above), p. 43. Furthermore, creating a matrix
table with the potential for risk occurrence on either the horizontal or vertical axis and the magnitude of impact if risk occurs on the
vertical or horizontal axis, and then mapping each risk item according to its respective score, is also considered an effective method
for visualizing the importance of each risk item.

1 For example, from an economics perspective, as there is a tendency for cartels and bid-rigging to occur in situations where there
are few competitors and a high concentration of products and services, when there is little differentiation between products and
services of a very similar quality, or when there are few fluctuations in demand and prices and quantities are highly transparent, it
is thought that those departments that deal with those kind of products and services need to have a more focused response.

15 The laws and regulations that companies must comply with are diverse, including the AMA. For example, regarding cartels and
bid-rigging, there is the potential for significant disadvantages such as high surcharges, loss of business opportunities due to
suspension of contracts, and the possibility of liability being pursued through shareholder derivative lawsuits. Furthermore, in
addition to the company, individual executives and employees may face criminal penalties. Therefore, the impact on business
activities is considered substantial if the risk of violating the AMA. Therefore, when considering and deciding which laws and
regulations the company should prioritize and address most thoroughly among those it is subject to, the risk of violating the AMA is
often positioned as a high-importance risk.
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(Partll, 2. (3)) and design and implementation of internal disciplinary rules
for the AMA violations (Part I, 2., (4)).

Furthermore, as the risk of AMA violations that each company is facing
continues to be constantly changing due to changes in each company’s
business contents, industry practices, competitors, regulatory environment,
etc., it’simportant that each company periodically re-assesses its risks of AMA
violations and reviews its policies for responding to risks.

In particular, in recent years, concerns have arisen that the use of
algorithms for investigating competitors' prices and setting prices for one's
own goods and services has made cartel agreements and implementation
easier and led to the emergence of new forms of coordinated behavior. Itis
also important to consider and determine response policies for risks of
theAMA violations involving these new technologies through a process of risk
identification, analysis, and assessment.

Furthermore, in recent years, regarding labor costs, raw material prices,
energy costs, etc., 1) maintaining transaction prices unchanged without
explicitly discussing the necessity of reflecting these cost increases in
transaction prices during price negotiations, or 2) Even when the counterparty
requests a price increase due to these cost increases, maintaining the
transaction price unchanged without providing the counterparty with a
written or email explanation for not passing on the costs may constitute an
abuse of superior bargaining position (Article 2(9)(v)(c) of the AMA). While
companies are likely striving to act in accordance with the “Guidelines on Price
Negotiations for Appropriate Pass-Through of Labor Costs” (hereinafter

referred to as the “Guidelines for Labor Costs Pass-Through”) published by the

16 The Opinions of the Business Accounting Council of the Financial Services Agency (Note 8 above), p. 41, states that it is important
to consider the three factors of incentives and pressures, opportunities, and attitudes and rationalizations, when assessing risks
related to fraud. In addition, based on the research of the American criminologist, Donald R. Cressey (Cressey, D. R. (1953). Other
people's money: a study in the social psychology of embezzlement. Patterson Smith reprint series in criminology, law enforcement,
and social problems, Publication no. 202.), the “fraud triangle” theory asserts that fraud activities are more likely to occur when the
three factors of incentives, opportunities, and rationalizations are all present. Based on this, it is advisable to properly consider those
three factors, when considering policies for responding to the risk of the AMA violations (for example, a possible response to the
“risk of contacting or meeting with competitors and agreeing on the price of products or services” could be strengthening the internal
rules regarding contact with competitors, from the perspective of strengthening the management of “opportunity” for contacting or
meeting with competitors).

17 The Study Group on Competition Policy in Digital Markets, “Algorithms/Al and Competition Policy” (March 2021), p.11
(https://www.jftc.go.jp/en/pressreleases/yearly-2021/March/210331.html)

18 U.S. Department of Justice Antitrust Division, “Evaluation of Corporate Compliance Programs in Criminal Antitrust Investigations”
(November 2024), p.9 (https://www.justice.gov/atr/media/1376686/dl)

19 Japan Fair Trade Commission website: Frequently Asked Questions (Antimonopoly Act) Q20
(https://www.jftc.go.jp/dk/dk_ga.html)
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Cabinet Secretariat and the JFTC on November 29, 2023, it is important to
also reflect these recent developments by the JFTC in assessing risks of the

AMA violations and to take appropriate action accordingly.

C. Examples of Good Practices
The following examples of good practices were found from questionnaires
and interviews in past fact-finding surveys carried out by the JFTC, and it’s
hoped that companies will use these efforts for reference as they assess their
risk of AMA violations in accordance with their own actual situation and take

measures to address those risks.

[Examples of assessing the risk of AMA violations]

Each business division is asked to identify its own risks, and then, at a
meeting in which the heads of business divisions participate, the risk
corresponding to the “knock-out factor” (an element that, if realized,
would have a major impact on business execution itself) is identified from
risks identified by each business division, and each business division is
working on the risk treatment positioned as the top priority. The company
has positioned the risk of AMA violations as one of the “knock-out factors”
and is actively working to address it.

In evaluating the risk of AMA violations, our company first classifies types
of the AMA violations (price-fixing cartels, bid-rigging, abuse of a superior
bargaining position, etc.) as risks and examines the impact and likelihood
of occurrence of such risks by violation type in its business. Next, based
on the competitive environment and market characteristics, the company
identifies areas where specific risks are likely to occur for each product
and service handled, and prepares a risk map considering risk factors for
each base and country. After that, the company analyzes risks for each
division where the risk of AMA violations varies, such as the sales division,
procurement division or marketing division, and conducts the assessment
according to the risk factors unique to each division. The above risk
assessment is periodically reviewed. Risk management methods and
assessment standards are also updated in light of industry trends and the

status of legal revisions.

20 The Cabinet Secretariat and the JFTC, “Guidelines on Price Negotiations for Appropriate Pass-Through of Labor Costs” (November
2023) (https://www.jftc.go.jp/partnership_package/index/roumuhitenka.html)
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In order to ascertain the risk of AMA violations, the company conducts
interviews with division heads and general managers who make important
decisions in their daily work, and in doing so, reminds them of such risk
from an educational standpoint. Specifically, the company first confirms
the content of the duties of interviewees (regarding products handled by
them, their customers, regions, etc.) and whether or not they have had
contact or exchanged sensitive information with competitors, and then
explains the seriousness of the risk of AMA violations, as well as the
importance of avoidance of unnecessary contact with competitors, the
leniency program, and prompt reporting of suspected violations, based on
examples from other companies. As a result of these reminders, the
interviewees and their subordinates have begun to avoid unnecessary
contact with competitors, and also to actively consult with the company

when making new transactions with or contacting competitors.

[Examples of responses to the risk of AMA violations (Other than algorithms
and pass-through of labor costs)]
Based on top management’s judgement that we should withdraw from
certain businesses as the nature of those markets made cartels and bid-

rigging unavoidable, we decided to withdraw from those businesses.

[Example of responses to risks of AMA violations in the use of algorithms]
The department that operates an EC site has introduced a system to
search the prices of the same product on EC sites operated by other
companies. However, such system is considered to facilitate cartel
agreements and concerted practices, depending on how it is used.
Therefore, executives and employees in our EC site operation department
are instructed not to have contact with executives and employees in EC
site operation departments of other companies.

As a service to assist enterprises in setting prices, we offer a service to
collect public information (market prices, etc.) through crawling and
provide it to enterprises. However, our legal department and external
affairs department collect and exchange information on documents
published by the JFTC on algorithms and Al, court cases in Europe and the
United States, etc., and examine and decide how to respond in

cooperation with the management, compliance department, external
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legal counsels, etc., where necessary. In addition, we regularly provide
training to the development department on issues under the AMA related
to algorithms and Al to raise awareness. Furthermore, when developing
a product or service, we have set up a process to confirm the existence of
concerns from various perspectives, including the AMA, by multiple
administrative departments, including the legal department, in three
stages: 1) planning, 2) development, and 3) release. Even if the planning
and development of a product or service, including automated pricing,
proceeds, the existence of issues under the AMA will be carefully
considered in this process.

In some cases, outside consultants are employed to conduct market
research, but it cannot be denied that outside consultants use algorithms.
Therefore, in order not to obtain price information that could lead to a
cartel through outside consultants, we do not obtain individual specific

data of competitors, but obtain only statistical data.

[Example of responses to risks of AMA violations related to the pass-through
of labor costs and others]
We have specifically reported to top management multiple times the
policy of accepting the pass-through of the increase in labor costs to the
transaction price, and implemented it. In addition, we have announced
the Declaration of Partnership Building internally and externally in the
name of the president, including a statement to the effect that the
company will take actions in line with the Guidelines for Labor Costs Pass-
Through.
At the Risk Management Committee (four times a year) and the
Compliance Committee (once a year), we regularly report on the status of
price negotiations and price pass-through from the procurement
department.
In order to comply with the Guidelines for Labor Costs Pass-Through, we
have prepared and internally disseminated a manual that summarizes
specific action examples and key points related to regular discussions on
prices with business partners and the preparation and storage of
negotiation records.
We have established a department dedicated to promoting price pass-

through within the procurement department.
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We are providing training to all employees, including the group companies,
on activities based on the Guidelines for Labor Costs Pass-Through.

We are building an IT system that stores the history and background of
price negotiations so that price negotiations with business partners are
not left to the purchasing officers.

We have been informing employees that one needs to confirm with the
legal and compliance departments if there is any doubt regarding the
Guidelines for Labor Costs Pass-Through.

We have prepared a checklist for the prevention of abuse of superior
bargaining position with regard to pass-through of labor and other costs,
and the procurement department at the Head Office, as well as group
companies, conduct self-inspections while the legal department conducts
audits of the operational status.

We have established a whistleblowing hotline for business partners in the

compliance department, separately from the procurement department.

[Examples of efforts at global companies]
As there are many oligopolistic markets in related industries and, in
addition to Japanese company competitors, there are companies from
countries and regions that are thought to have a low awareness of
compliance, prevention of cartels is a priority issue, and rules have been

established in regards to contact with competitors.
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(3) Design and Implementation of Policies and Procedures for Promoting the
AMA Compliance
A. Check Points

[0 Has a code of conduct been formulated that clearly states the basic policy
related to the AMA compliance?

[0 Have AMA compliance basic rules been formulated that comprehensively
prescribe basic policies and procedures related to the design and
implementation of an AMA compliance program?

[0 Has an AMA compliance manual been created that sets out information
and points for consideration about the AMA in an easily understandable
way?

[0 Have the code of conduct, AMA compliance basic rules, and the AMA
compliance manual been properly made well-known to each individual
executive and employee, and are their contents understood (have they
properly permeated to each individual executive and employee)?

[0 Are the contents of the code of conduct, AMA compliance basic rules, and

the AMA compliance manual periodically reviewed and updated?

B. Significance

In order for each company to promote its efforts to the whole company in
accordance with its own situation and risk of AMA violations, it’s important
that basic policies and procedures regarding the promotion of AMA
compliance are clarified as internal rules and manuals, etc., and that these are
shared widely to each individual executive and employee. It’s considered that
each company will design and implement their internal rules and manuals
with various names and contents in accordance with their own particular
situation, but it’s important from the perspective of AMA compliance that the

following internal rules and manuals are designed and implemented.

<Examples of internal rules and manuals related to AMA compliance>
Code of conduct: specific and clear guidelines for ethical behavior and

attitudes that individual executives and employees should adopt in their

21 As mentioned in the text, the actual names and contents of internal rules and manuals will vary from company to company. This
guide provides the main components that are considered to be important from the perspective of designing and implementing an
effective AMA compliance program, and it is hoped that each company will refer to this guide while designing and implementing
internal rules and manuals in a form that corresponds with their own actual situation and risk of AMA violations.
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daily business activities to realize the company’s ideals and values.
AMA compliance basic rules: internal rules that comprehensively define
basic policies and procedures for designing and implementing an AMA
compliance program.

AMA compliance manual: a guidebook that provides an easy to
understand overview of information and points for consideration about

AMA compliance.

It’s important that these internal rules, manuals, etc., are designed and
implemented in accordance with the actual situation of each company. Below
is a more detailed explanation of specific details and points to note for these
internal rules and manuals.

In addition, please see Diagram 3 below to understand the relationship
between the code of conduct, AMA compliance basic rules and AMA
compliance manual in this guide. Additionally, please refer to for
key points regarding the formulation and preparation of these internal

regulations and manuals.

Diagram 3. The Relationship Between the Code of Conduct, AMA Compliance

Basic Rules, and AMA Compliance Manual in this Guide
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22 Basic Principle 2-2 of “Japan’s Corporate Governance Code”, p.9, (Note 8) states that, “Companies should draft and implement a
code of conduct for employees in order to express their values with respect to appropriate cooperation with and serving the interests
of stakeholders and carrying out sound and ethical business activities,” and these conduct standards can also be considered to be a
kind of code of conduct.

2 |tis considered that there are some companies that have already formulated “Compliance Basic Rules” to comprehensively define
basic policies and procedures for compliance in general. In those cases, it may be possible to incorporate matters related to AMA
compliance into those same rules, as well as entrusting responses and common policies and procedures for other compliance risks
to them, but it may also be necessary to formulate separate and specialized internal rules for AMA compliance.
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(A) Code of Conduct

A code of conduct defines the minimum requirements that all
executives and employees belonging to a company must observe in order
to carry out their business duties in an ethical and honest way. By including
a clear statement of the basic policy related to the AMA compliance in this
code of conduct it fosters a culture and organizational climate that
emphasizes AMA compliance, as well as contributing to an increased
awareness of compliance among individual executives and employees,
which leads to front-line employees knowing that when they are faced
with a dilemma in their daily business activities between observing the
AMA or making profits through illegal or underhand methods, they should
always decide to prioritize compliance with the AMA in their actions and

approaches.

<Example of basic policy on antitrust law compliance>
Do not engage in any joint activities that solely produce competition-
restricting effects, such as bid-rigging, bid-rigging (in private demand) price
cartels, quantity cartels, or technical restriction cartels.
Refrain from contacting or exchanging information with competitors
regarding matters that constitute important competitive means, such as
pricing.
For violations involving diverse and non-standard conduct patterns—such as
joint conduct expected to both restrict competition and promote
competition, or private monopolization and unfair trade practices—where
it is unclear whether they constitute violations of the AMA, consult with the
department or personnel responsible for the AMA compliance, legal counsel,

or the JFTC, etc.

24 Among joint activities by enterprises, etc., those that are implemented for socially desirable purposes and are expected to bring
benefits to consumers, particularly joint activities by enterprises, etc., aimed at realizing a green society, are expected to have a
competition-promoting effect (the effect of promoting competition among enterprises by creating new technologies, products,
markets, etc. as a result of the activities of enterprises, etc.) and can be implemented without raising issues under the AMA. On the
other hand, when a specific activity by enterprises, etc. is expected to have both competition-promoting effects and competition-
restricting effects (effects that restrict competition among enterprises or inhibit competition), the JFTC will determine whether the
activity raises issues under the AMA by comprehensively considering the restrictive effects on competition and the pro-competitive
effects arising from the activity, while taking into account the reasonableness of the activity's purpose and the appropriateness of
the means (e.g., whether there are other, less restrictive alternative means). Therefore, when a joint activity by enterprises, etc. is
expected to have both restrictive effects on competition and pro-competitive effects, it is desirable to take the cautious approach
described in the main text.

The JFTC has published the “Guidelines Concerning the Activities of Enterprises, etc. Toward the Realization of a Green Society
under the Antimonopoly Act” (hereinafter referred to as the “Green Guidelines”) (April 24, 2024)
(https://www.jftc.go.jp/en/pressreleases/yearly-2024/April /240424 .html ) with the aim of supporting the efforts of businesses and
others to realize a green society. When implementing activities aimed at realizing a green society, enterprises, etc. are expected to
refer to the Green Guidelines and, when necessary, consult with the JFTC to advance specific activities.
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In addition, by posting the code of conduct on a website aimed to the
outside world, it advertises that the company is proactively engaging with
compliance, which helps improve its reputation and brand image, and
contributes to gaining trust from external stakeholders.

It’s considered that a company’s ethical and honest business activities
are achieved from an accumulation of ethical actions and attitudes from
its executives and employees. Therefore, it’s important that this code of
conduct, that defines the ethical actions and approaches that executives
and employees should take, is made well known to each individual
executive and employee, and that its contents are understood, by using
the following ideas.

Write in clear and easily understandable sentences, so that executives
and employees of all ranks and occupations can understand it.

Global companies should translate the code of conduct into the main
languages used at its overseas subsidiaries, so that it can become well-
known by all the executives and employees there.

Use the company’s intranet, etc., so that each executive and employee
has easy access to the code of conduct.

In addition to highlighting the contents and importance of the code of
conduct in messages from top management (Part Il, 1., (1)) and the
AMA compliance manual ((C) below), explain its contents and
importance in in-house training (Part ll, 2., (2)).

Periodically obtain written pledges from each individual executive and
employee stating that they understand and intend to comply with the
code of conduct.

Check executives and employees’ level of awareness and
understanding of the code of conduct through questionnaires, and use

this to improve awareness activities.

25 Basic Principle 2-2 of “Japan’s Corporate Governance Code”, p.9, (Note 8) states that “the board should be responsible for drafting
and revising the code of conduct, and should ensure its compliance broadly across the organization, including the front line of
domestic and global operations,” and, in addition, 2-2 @ of the same principle says that “the board should review regularly (or
where appropriate) whether or not the code of conduct is being widely implemented. The review should focus on the substantive
assessment of whether the company’s corporate culture truly embraces the intent and spirit of the code of conduct, and not solely
on the form of implementation and compliance.” It is advisable to bear this in mind when carrying out activities to make it common
knowledge.
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In addition, as the compliance risks that each company is facing are
constantly changing due to various changes in the environment both inside
and outside of the company, it’s also important to periodically review and

update the contents of the code of conduct.

(B) AMA Compliance Basic Rules

In order to ensure that the design and implementation of the AMA
compliance program is sustainable even if there are changes in top
management or the organizational structure for promoting AMA
compliance (Part ll, 1., (4)), it's important that AMA compliance basic rules
are formulated that comprehensively define the basic policies and
procedures related to the design and implementation of the AMA
compliance program.

It’s important that the AMA compliance basic rules define, for example,
the purpose and scope of the AMA compliance program, as well as matters
related to the design and implementation of each item in this guide, and
it’s also advisable that, when necessary, it provides specific details on
carrying out each item in the detailed rules, manuals, etc.

In order to properly implement an effective AMA compliance program,
it is important to use the company’s intranet, etc., so that each executive
and employee can easily access the AMA compliance basic rules, and to
use a variety of ideas in the AMA compliance manual ((C) below) and in-
house training (Part Il, 2., (2)) to explain certain parts (for example,
methods for consultations and reporting related to the AMA) to individual
executives and employees in an easy to understand way, so that each
executive and employee is properly informed and understands those
details. It’s also important to periodically review and update the contents
of the AMA compliance basic rules, in accordance with the periodic

evaluation and update of the program (Part Il, 4.).

(C) AMA Compliance Manual
From the perspective of preventing violations of the AMA, it is
desirable for each individual executive and employee to correctly

understand what actions constitute problems under the AMA, what

% |n addition to ideas mentioned in the main text, it’s also possible that companies may carry out similar ideas mentioned in the
code of conduct section, depending on their actual situation.
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actions can be taken without violating the AMA, and what to do when
uncertain about whether an action is problematic under the AMA.
However, executives and employees who face the risk of AMA violations
will not have very sophisticated knowledge of the AMA. Therefore, it’s
important to create an AMA compliance manual that organizes knowledge
and points of note regarding AMA compliance in an easily understandable
way so that such executives and employees can properly understand above
things. With this kind of a manual, executives and employees should be
able to vigorously pursue activities that promote competition, such as
developing new technologies and superior products, without being overly
constrained by the risk of violating the AMA.

In particular, for joint activities that are expected to have both
restrictive and pro-competitive effects, as well as for private
monopolization and unfair trade practices, unlike typical cartel or bid-
rigging cases, there are situations where it is fundamentally impossible or
difficult for individual executives and employees to determine whether the
conduct raises concerns related to the AMA. On the other hand, even in
such cases, if individual executives and employees lack a basic knowledge
and understanding of the AMA, they may fail to recognize that the matter
at hand relates to the AMA. Consequently, they may be unable to take
appropriate action, such as consulting the department or personnel
responsible for AMA compliance, legal counsel, or the JFTC.

Therefore, it is important that the AMA compliance manual not only
covers typical cartel and bid-rigging cases but also includes specific
examples tailored to the company's business activities regarding the
following conduct. These should be disseminated and promoted through
in-house training sessions to enhance the knowledge and understanding
of executives and employees.

Conduct that solely promotes competition and does not raise concerns

related to the AMA

Conduct that is expected to both promote and restrict competition,

distinguishing between actions that raise concerns related to the AMA

and those that do not

Conduct constituting private monopolization or unfair trade practices,

distinguishing between actions that raise concerns and those that do

not
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Also, it will not matter how impressive the AMA compliance manual is
if the front-line employees don’t fully understand its contents. Therefore,
it’s important to make the AMA compliance manual well-known among all
the executives and employees, and its contents properly understood, by
using ideas like the ones below.

Write in clear and easily understandable sentences, so that executives
and employees of all ranks and occupations can understand it.

In addition to a general explanation of the AMA, incorporate specific
points of concern based on the nature of each company’s business
activities and their risks of AMA violations.

In order to promote a proper understanding among front-line
employees, each company should create a list of prohibited behaviors
and a list of expected behaviors based on scenarios that employees are
likely to encounter in their actual business activities, as well as a Q&A
based on real examples, and incorporate a list of disadvantageous
consequences that the company and individual would face if they
actually violated the AMA.

Incorporate descriptions and explanations of the code of conduct ((A)
above) and the AMA compliance basic rules ((B) above) from the
perspective of aiming to help them permeate.

In order to prevent AMA violations or detect them at an early stage,
include contact information of who to consult and who to report to if
executives and employees encounter a possible violation.

Include a clear message from top management emphasizing the
importance of AMA compliance (Part Il, 1., (1)) in the manual, in order
to help the manual permeate more effectively among executives and
employees.

Global companies should translate the manual into the main
languages used at its overseas subsidiaries, so that it can become well-
known by all the executives and employees there.

Use the company’s intranet, etc., so that each executive and employee
has easy access to the manual.

Explain the contents of the manual in detail in in-house training (Part
I, 2., (2)).

27 Same as Note 26.
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Furthermore, as the risk of AMA violations that front-line employees
are facing is constantly changing due to changes in the law and the law
enforcement environment, it’s also important to periodically review and

update the contents of the AMA compliance manual.

However, it is considered difficult for SMEs to establish and implement
internal rules and manuals concerning the AMA compliance on the same
scale as large companies. Nevertheless, it is desirable that they at least
incorporate their basic policy on the AMA compliance into their
management principles and ensure it permeates throughout their
executives and employees (it may also be considered to incorporate the
commitment to comply with the AMA and engage in fair and free

competition into the company's management philosophy).

C. Examples of Good Practices
The following examples of good practices were found from questionnaires
and interviews in past fact-finding surveys carried out by the JFTC, and it’s
hoped that companies will use these efforts for reference while designing and
implementing their own code of conduct, AMA compliance basic rules, and
AMA compliance manual in accordance with their own actual situation and

risks of AMA violations.

[Examples of code of conduct that clearly advocate compliance with the AMA
being formulated and disseminated]
After the occurrence of the AMA violation case, with the belief that our
company should return to the origins of our business, the top
management has visited various bases throughout Japan and asked
executives and employees about the ideal way for our business to
organize the principles and values of our company, and then formulated
the code of conduct (including the conduct of fair business activities in
compliance with laws and regulations) as a standard to serve as a basis
when executives and employees get lost in judgment in their daily
operations, and made it known both internally and externally.
The code of conduct, which includes items related to compliance with the

AMA and fair transactions with suppliers, is published on the external
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website. In addition, awareness and education efforts are made through
the distribution of guidebooks explaining each item, portable recitation
cards, explanations during onboarding training and training by
organizational level, as well as e-learning.

The code of conduct is always displayed on the desktops of company-
issued laptops provided to executives and employees of our company and
group companies. Understanding of the code of conduct is confirmed
annually through a compliance survey. In the most recent survey, the
percentage of respondents who answered that they “understand” the
content of the code of conduct rose to about 80% to 90% across the entire
group.

A pledge regarding the code of conduct is collected regularly every year

from all executives and employees.

[Examples of AMA compliance basic rules being formulated and disseminated]
The company has formulated the AMA compliance program pursuant to
the AMA compliance basic rules, and the same rules comprehensively
provide for matters necessary for the design and implementation of the
program (organizational structure and risk assessment, contact rules with
competitors, in-house training, consultation system, disciplinary
measures, audits, whistleblowing, in-house leniency, response upon
detection of a violation, program evaluation and update, etc.).

A system for AMA compliance was constructed by formulating basic rules
related to the observance of the AMA and internal rules for standards to
prevent cartels and bid-rigging. A series of training, audit, awareness and
enlightenment activities based on these internal rules contributed to
improvements in employees’ awareness and understanding of AMA

compliance.

[Examples of AMA compliance manual being created and disseminated]
The manual’s explanations are written in simple terms and diagrams are
used to make the content easy to understand. The manual also includes a
collection of case studies in a Q&A format, making it a manual that can be
used as a guidebook in daily work.
The manual was created in consultation with our legal advisor to ensure

that it fully satisfies the requirements of the AMA. The manual specifies
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specific acts that are considered to be AMA violations, and we are making
a checklist to check whether or not an act would be considered an AMA
violation.

With regard not only to cartels and bid-rigging, but also to each type of
private monopolization and unfair trade practices, the manual provides
basic explanations of the relevant content and highlights key points to be
noted in light of our company’s business operations. It also includes
specific contact information (including phone numbers), and clearly states
that, if there is even the slightest doubt about these matters, employees
should consult with the company’s legal department or the regional
managing company before taking any action. Through this, we are working
to raise awareness and promote understanding.

The guidelines explaining the points of the AMA compliance basic rules
explain the points of the AMA. They also explain that the crime of bid-
rigging under the Act on Elimination and Prevention of Involvement in Bid
Rigging, etc. and Punishments for Acts by Employees that Harm Fairness
of Bidding, etc. and/or the Penal Code may apply to so-called government-
led bid-rigging cases, in addition to that under the AMA. A separate
manual has been prepared that summarizes recommended or prohibited
actions in public bidding cases.

The manual introduces AMA violations that the company has committed
in the past, as well as focused explanations of points that employees
should be particularly careful about due to the nature of our company’s
business, and as the whole thing is written in easy to understand language,
it has heightened our sales people understanding of the AMA and enabled
them to go about their work more carefully.

We distributed a printed booklet manual into the hands of all executives
and employees, which clearly stated what things should be done, what
should not be done, and points to be careful of based on past examples
and likely situations, so they can now quickly refer to it and check the
details.

A guidebook on compliance that uses all sorts of cases that really occurred
in our group as themes was posted on the intranet and the mobile devices
that all employees have for business, so that they can view it at any time.
As a result, employees who have lots of opportunities to interact with

competitors are proceeding in their jobs more carefully.

33



Tentative Translation

[Examples of efforts at global companies]

The code of conduct is a code of ethical business conduct that must be
followed by all executives and employees of our company group, and it is
necessary to formulate and share a common code across the world. The
company has formulated the code of conduct that includes items related
to AMA compliance while also taking into account the opinions of legal
personnel in overseas subsidiaries. In addition, in response to a request
from legal personnel in foreign subsidiaries, a universal policy on
competition laws was also formulated to further embody the code of
conduct. This policy has been formulated by extracting only the basic
concepts of each country’s competition law, including not only horizontal
acts such as cartels and bid-rigging, but also vertical acts such as unfair
trade practices, and through the review of legal personnel in a subsidiary
in each country and external specialists such as consultants. Both the code
of conduct and policy have been translated into the languages of the
regions where our overseas subsidiaries are located and are available
throughout the group.
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(4) Design of Organizational Structure and Allocation of Adequate Resources
and Authority
A. Check Points

I Are responsibilities (segregation of duties) related to efforts to promote
compliance of the AMA systematically and clearly defined in accordance
with the actual situation of the company and the risk of AMA violations?
For example, has the following organizational structure been put in place?

* Compliance officer or person in charge of compliance (second line*)

* Compliance committee (second line)

* Department or person in charge of compliance (first line, second line)

* Specialized department or person in charge of AMA compliance (first
line, second line)

* Department or person in charge of internal audits (third line)

[0 Have adequate authority and resources (budget, personnel, equipment,
etc.) been allocated to the department or person in charge of efforts
related to promoting AMA compliance, in accordance with the company’s
actual situation?

[0 Has appropriate consideration been given in the design of the
organization to issues like independence, autonomy, expertise, and
whether or not there is a direct reporting line to monitoring or supervisory
bodies like top management, the board of directors or the auditors?

[0 Are the responsibilities (segregation of duties) related to efforts to
promote AMA compliance clearly defined in the AMA compliance basic

rules?

* Please see the description below regarding the concept of the first line, second line and third line.

B. Significance
In the promotion of AMA compliance, it is assumed that each company
will need flexible efforts that are company-wide and across all departments,
the allocation of the necessary authority and resources (budget, personnel,
equipment, etc.) to promote all the efforts, and decision-making at the
management level for certain situations. Also, that the efforts to promote
AMA compliance will be wide-ranging. Therefore, in order for each company
to promote all of their efforts in an effective and efficient way, it’s important
that the responsibility for each effort (segregation of duties) is clearly and

systematically organized, and adequate authority and resources are allocated

35



Tentative Translation

to the department or person in charge of those efforts.

The Three Lines Model advocated by the lIA (the Institute of Internal
Auditors) is useful theory when designing an organizational structure. Inthe
Three Lines Model, the first line is the business department that manages risk
through daily monitoring, the second line is the risk-management department
that manages risk across all departments, and the third line is the internal
audit department, which is responsible for independent evaluation, and it’s
important that their authority and responsibilities are clearly defined within
the organization while their functions are supervised, monitored and
appropriately coordinated by the board of directors or auditors, etc.

The following is an example of an organizational structure for promoting
effective and efficient AMA compliance, based on this Three Lines Model and
the results of questionnaires in past fact-finding surveys carried out by the
JFTC.

Diagram 4. Image of Organizational Structure Based on the Three Lines Model

Top Management
Compliance Officer or Person in Charge
Compliance Committee (Second Line)

Business Compliance Internal Audit
Department Department or Department
(First Line) Person in Monitoring or Person in

Compliance Charge* through Charge (Third

Department (Second Line) Periodic Audits Line)

or Person in
Charge*

(First Line)

* For companies with a particularly high risk of AMA violations, it is advisable to establish a specialist department or person in
charge of AMA compliance.

28 ]IA (The Institute of Internal Auditors) “The IIA’s Three Lines Model (An update of the Three Lines of Defense)” (September
2024) (https://www.theiia.org/en/content/position-papers/2020/the-iias-three-lines-model-an-update-of-the-three-lines-of-
defense/). In Japan, the Opinions of the Business Accounting Council of the Financial Services Agency, p.60, (Note 8) lists this Three
Lines Model as an idea for designing internal controls, governance and organization wide risk management systems, and the
Ministry of Economy, Trade and Industry also introduces this Three Lines Model in its “Guidelines for the Prevention of Bribery of
Foreign Public Officials” (February 2024), p. 17, Note 50
(https://www.meti.go.jp/policy/external_economy/zouwai/overviewofguidelines.html).

2% QOpinions of the Business Accounting Council of the Financial Services Agency (Note 8), p. 60.
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(A) Appointment of a Compliance Officer or Person in Charge of
Compliance (Second Line)

In order for companies to carry out flexible, company-wide efforts
across all departments, it’s important to appoint a compliance officer who
can also be involved in top management’s decision making. It’s also
important that the compliance officer is independent of other
departments and can act autonomously. Furthermore, as the compliance
officer will be responsible for the design, implementation and monitoring
of the AMA compliance program, it is advisable to appoint someone from
among the personnel who has adequate knowledge and experience of
AMA compliance (results from past JFTC’s questionnaires found examples
of the heads of compliance departments being appointed as the
compliance officer). In addition, it’s also important that they have a direct
line to supervisory and monitoring bodies like top management, the board
of directors and auditors, in order to speed up the decision-making
process. It is also considered that by giving the compliance officer a title
like Chief Compliance Officer (CCO), it helps promote the prestige of the
position both inside and outside of the company.

Even if it is not possible to appoint a compliance officer because of
budget or personnel constraints, it’s advisable to clearly define who is
responsible for the overall promotion of AMA compliance, by appointing a
person to be in charge of compliance, like the head of the compliance
department or someone with a high-ranking position in the company like
an executive.

(B) Establishment of a Compliance Committee (Second Line)

Top management has the ultimate responsibility for the promotion of
AMA compliance. In addition, non-executive directors and auditors are
responsible for monitoring and supervising the top management's efforts.
For those reasons, it is advisable to establish a compliance committee
comprised of members from top management, the directors, the auditors,
etc. (In particular, it is desirable to include third parties such as outside

directors, outside audit & supervisory board members, and outside

30 If top management is the one instructing or conducting the activity that is a violation of the AMA (it will be the case of ignoring
or overriding the AMA compliance program by top management as mentioned in Note 10), the compliance officer is required to
respond while coordinating with monitoring and supervisory bodies like the board of directors and auditors, so it is considered
especially important that there is a direct reporting line between the compliance officer and these monitoring and supervisory bodies.
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counsel as members, with a view to early detection and correction of the
company's practices that may raise concerns related to the AMA. ), which
periodically holds meetings to hear reports and share information
regarding matters such as the state of progress of efforts to design and
implement an AMA compliance program, evaluation results of the
program, and internal audit results from the internal audit department or
person in charge, as well as to discuss and determine response guidelines
if there is a matter that requires dealing with as a company, such as the

detection of an AMA violation.

(C) Establishment of a Department or Person in Charge of Compliance
(Second Line)

In addition to the above, it is also important to establish a department
or person in charge of compliance to work as a specialized unit that is
responsible for carrying out the actual work related to the design and
implementation of an AMA compliance program, and who operates under
the authority of the compliance officer or person in charge and the
compliance committee.

Furthermore, while in practice the department or person in charge of
compliance is considered to be mainly responsible as the second line for
the efforts to promote AMA compliance, in companies with a particularly
high risk of AMA violations it is advisable to establish a specialized
compliance department or person in charge and to centralize second line

duties to them.

(D) Establishment of a Department or Person in Charge of Compliance
(First Line)

In the Three Lines Model, risk management is not just carried out by
the second line department or person in charge of compliance, but also by
the first line business departments who carry out risk management
autonomously through routine monitoring. Therefore, it is advisable to
appoint a department or person to be in charge of compliance to integrate
all these first line autonomous risk management activities in the business
departments.

In regards to this point, as each business department faces the risk of

AMA violations in their daily business activities, in companies with a
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particularly high risk of AMA violations it may also be advisable to establish
a specialized department or person in charge of compliance within each
department so that risk management, such as AMA compliance awareness
activities and monitoring of contact with competitors, can take place

autonomously.

(E) Establishment of an Internal Audit Department or Person in Charge of
Internal Audits (Third Line)

In addition to the above, it is also important to establish an internal
audit department or person in charge to be responsible for the third line
of independent assessment. It's important that this internal audit
department or person in charge is independent of the first line and second
line as their role is responsible for monitoring the state of the first line’s
and second line’s activities from an objective perspective. The audits that
are expected to be carried out by the internal audit department or person

in charge will be discussed later below in Part 11, 3., (1).

However, in practice, it’s thought that there are many companies where
it’s difficult orimpossible to establish all of the above organizational structures
due to budget or personnel constraints (In particular, it is considered
impossible or difficult for SMEs to establish an independent compliance
department or appoint a dedicated compliance officer). In this regard, what is
important is not simply establishing a formalized organizational structure like
the organizational chart above, but to clearly and systematically establish who
is responsible (segregation of duties) for efforts to promote AMA compliance,
and to allocate adequate authority and resources to the department or person
in charge of each effort. Even if the company can’t entirely establish the above
organizational structure, it is advisable to establish an organizational structure
on a scale that is appropriate for responding to the actual situation and risk of
AMA violations in the company (Even for companies with limited resources,
such as SMEs, it is advisable to at least appoint or clarify a compliance officer
or person in charge for the promotion of AMA compliance), based on the
principles above.

It is also important to clearly define who is responsible for each effort in
the AMA compliance basic rules (Part Il, 1. (3)).
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C.

Examples of Good Practices
The following examples of good practices were found from questionnaires

and interviews in past fact-finding surveys carried out by the JFTC, and it’s

hoped that companies will use these efforts for reference while designing an

appropriate organizational structure in accordance with their own actual

situation and risks of AMA violations.

[Examples of appointing a compliance officer or person in charge]

Previously, as the legal and compliance department was a part of the
general affairs department, it was difficult for the head of the legal and
compliance department to consult directly with top management about
compliance matters but, after the AMA violation incident, top
management decided to place the legal and compliance department
under the direct supervision of top management, and made the head of
the department an officer so that they could report directly to top
management, and this had the effect of increasing their influence within

the company.

[Examples of a compliance committee being established]

Every six months, the compliance committee holds a meeting chaired by
top management, where annual plans and results of AMA compliance
activities (including the status of training, internal audit results, the
situation with preliminary applications for contact with competitors, and
usage results of the whistleblowing hotline) are reported and discussed,
and the results of this committee are also reported to the board of
directors. This enables top management to constantly monitor the state
of compliance with a high level of awareness, as well as allowing the
management group to get a proper understanding of the contents of AMA
compliance activities.

A compliance committee, composed primarily of outside directors and
outside audit & supervisory board members, has been established and is
responsible for matters related to the AMA, bribery, and misconduct by
executives. While the AMA compliance program itself is approved by the
Board of Directors, its implementation is overseen and monitored by the
compliance committee, which is also authorized to provide advice and

recommendations as necessary.
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After being subject to enforcement action for an AMA violation, we
included external experts such as external legal counsels as members of
the compliance committee to ensure that there is no gap between our
company's internal standards and broader societal norms. We also receive
advice from them on social trends, gaining new insights in the process.

When implementing uniform price revisions for products in a fixed price
range or above, matters such as the sequence of events leading to and
grounds for the price revisions, and whether or not there has been contact
with competitors should be examined at a meeting consisting of the legal
officer and heads of business divisions from the perspective of preventing

price-fixing cartels.

[Examples of establishing a department or person in charge of compliance as

a second line]
In order to enhance the AMA compliance system, the company
established the legal division, as well as the compliance office, and added
AMA compliance work to general legal compliance work. While the
company also increased the number of personnel for the organizational
structure with in-house counsel and experienced sales personnel, internal
support, including training, was enhanced, and communication with sales
sites was overwhelmingly improved, making it easier to achieve AMA
compliance.
We have established a dedicated department for AMA compliance and
assigned full-time staff to it, allowing us to carry out specialized tasks
related to the promotion of AMA compliance. These tasks include
gathering information related to the AMA, conducting education and
training activities, and responding to consultations. Regarding education
and training, in some cases, the dedicated AMA compliance department
initiates programs by reaching out to each business unit. In other cases,
training is conducted in response to requests made during opinion
exchange sessions with business unit heads. As for consultation services,
we strive to create an environment in which employees feel comfortable
seeking advice. As a result, we have been able to build relationships where
business unit staff continue to come back for follow-up consultations after
the initial inquiry.

The company has established a working group on the AMA in the legal

41



Tentative Translation

department. In addition to responding to ordinary cases, the legal division
members belonging to the working group collect the latest information on

the AMA, conduct awareness-raising activities and provide consultations.

[Examples of establishing a department or person in charge of compliance in

the first line]
In order to achieve AMA compliance, it is important to first monitor what
cases are occurring in front of you on a daily basis, and if there are any
problematic cases, call attention to them in advance or suspend them. To
ensure that such action can be taken immediately, the legal division
physically assigns one legal division member to each business division.
Each member examines what risks are assumed in each workplace, mainly
in relation to cartels and bid-rigging, such as who are new business
customers, who are competitors, and in what situations they may come
into contact.
The company has established a department in the head office to
supervise the entire group’s AMA compliance measures, and appointed
the person responsible for and personnel in charge of promoting
competition law compliance in each business division. The responsible
person formulates detailed rules on contacts with competitors in each
business division, approves contacts with competitors, and monitors

compliance with the contact rules with competitors.

[Examples of establishing an internal audit department or person in charge of
internal audits as a third line]
After the JFTC conducted an on-site inspection (before a cease and
desist order), we established a compliance department, and later
established an independent internal audit department as a separate
organization to enhance our monitoring functions. The establishment of a
compliance department and an internal audit department that are
separate from the business departments enables them to give the
business department effective instructions.
Before the enforcement action for an AMA violation, because the
personnel in the internal audit division had too much knowledge about
sales, they could not question or feel uncomfortable about contact with

competitors in the sales site or correctly detect the risk of AMA violations.
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Since being caught committing an AMA violation, to recognize any
deviation at an early stage and correct the situation if our common sense
deviates from the public common sense, our company has reinforced mid-
career hiring of people who have experienced internal audits at other
companies and hired external consultants to accompany internal audits to

incorporate external perspectives into the internal audits.

[Examples of efforts at global companies]

Compliance committees that have been established in Asia, Europe, and
North America, each plan, draft, implement and monitor compliance
programs under the supervision of a global compliance leader (an
executive officer in charge) who oversees each committee, and formulates
policies at global compliance meetings. In addition, the legal department
has also constructed a global legal management system similar to the one
described above, that is set up to receive reports about the state of
education on competition laws, etc., in each of the three continents, and
share information between the three regions.

As the person in charge of competition law is mainly responsible for
everything from setting and introducing domestic and international
internal standards to training and auditing, it enables systematic and
highly efficient implementation of set standards. In addition, as the same
person is also primarily in charge of gathering and sharing information,
the latest information is always being collected, and efficiently shared and
taught.

By constructing a system where information is centralized in the legal
department in Japan through the appointment of specialists in
competition law, preliminary consultations about acts that may be
problematic under competition law have increased, and this has

contributed to preventing violations.
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(5) Integrated Efforts by Corporate Group
A. Check Points

[0 Does the corporate group design and implement an integrated AMA
compliance program on a group basis?

[0 Do domestic and overseas companies that belong to a corporate group
appropriately customize their group’s AMA compliance program in
accordance with the actual situation of the regulatory environment and

market environment of the country and region that they are located in, to

design and implement a separate individual AMA compliance program?

B. Significance
In recent years, there has been an increase in the number of companies
who have formed corporate groups through company spin-offs and business
integration, and are promoting group management. Furthermore, the
globalization of the economy has also meant that there has been an increase
in companies who have expanded into overseas markets or brought
companies from various countries and regions into their corporate group as
subsidiaries or affiliates. These types of corporate groups seem to be in the
form of a collection of separate individual companies, but in practice they are
all working together in the pursuit of a unified management objective.
Therefore, they also need to design and implement an integrated AMA
compliance program for the whole group. (The necessity of such initiatives
applies equally to cases where SMEs conduct business activities by forming
group companies.)
In addition, there is a need for individual companies (including SMEs; the

same applies hereinafter) that belong to a corporate group to design and

31 As this guide is also aimed at companies who have not formed a corporate group but are operating as a solo entity, we simply use
the term “company” to refer to the entity designing and implementing a program. Therefore, when designing and implementing a
program for a corporate group, please read the word “company” in this guide as “corporate group” where appropriate.

In addition, the term “corporate group” in this guide is assumed to refer to at least an entity with a parent company, a subsidiary,
and an affiliated company as defined under the Companies Act and the Regulation on Company Accounting. Still, even for companies
not included in this definition but whose risks of AMA violations will be risks of the corporate group, it’s advisable to take the
integrated measures described in the main text.

Furthermore, if there is a risk of AMA violations by third parties associated with the company such as contractors, trading partners
or consultants, which may also be a risk for one’s own company, it’s advisable to appropriately manage those third parties. In specific
terms, a company should design and implement internal rules that establish standards for hiring third parties and a system for the
requests and approvals involved in hiring them, conduct due diligence when hiring third parties to check the state of the design and
implementation of their AMA compliance program, enter into contracts that allow the company to immediately take measures, such
as terminating the contract and the right to demand damages if the third party commits an AMA violation, distribute the company’s
code of conduct and require a pledge to obey it, distribute the company’s AMA compliance manual and carry out training sessions,
conduct regular audits to check whether AMA violations are conducted or not, and include executives and employees of third parties
such as trading partners as people who are eligible to use the whistleblowing hotline.
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implement a customized individual AMA compliance program, which is based
on the corporate group’s program but also considers the actual regulatory
environment and market environment of the country and region that they are
located in. In regards to this, please keep in mind that even if it is not explicitly
stated in the text of this guide, individual domestic and overseas companies
that belong to a corporate group can be a main entity when talking about
designing and implementing a program. For example, in regards to the
previous Part I, 1., (1), “Commitment and Initiative of Top Management,” as
well as the group’s top management demonstrating commitment to AMA
compliance and displaying initiative, the top management of domestic and
overseas companies that belong to the corporate group also need to
emulate those intentions and approaches, and demonstrate commitment and

initiative towards AMA compliance too.

Based on the above, it is advisable that global companies also take
compliance with foreign competition laws into consideration from the
following perspectives, which are also described in the JFTC’s 2015 survey

report on compliance with foreign competition Iaws.

(A) An Integrated Response Including Overseas Subsidiaries (Integration)
Due to the problems of geographical distance, language and time
differences, it is thought that there is tendency for there to be a lack of
communication between the head office in Japan and overseas
subsidiaries, and efforts for AMA compliance can become black boxed.
Therefore, it’s advisable to design and implement an information sharing
system (for reporting, communicating, consulting) during normal times
between the people in charge of AMA compliance at the parent company
and the subsidiary company, to increase the awareness of a unified risk

management approach being carried out across the whole group.

32 |t is often the case that the top management of the group is also the top management of the parent company.

33 The top management of an individual domestic or overseas company may well be the head of a business department of the parent
company, while overseas a locally hired executive may well be appointed as the top management of an overseas subsidiary. As the
top management of these individual domestic or overseas companies are only middle management in terms of the group entity,
they may have little self-awareness that they are top management. However, as they are required to carry out their role as top
management for the promotion of AMA compliance in their companies, it is hoped that the group’s top management displays an
appropriate amount of initiative and educates the domestic and overseas top management on this matter.

34 JFTC “Compliance Efforts of Japanese Companies for Foreign Competition Laws: Aiming at Compliance Efforts as Global Rules”
(March 2015), p. 68 (https://www.jftc.go.jp/houdou/pressrelease/h27/mar/150327_1_files/150327houkokusyo.pdf).
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(B) An Extensive Response with an Awareness of the Competition Laws of
all the Countries and Regions Related to the Companies Business
Activities (Extensiveness)

With the globalization of the economy, global companies carry out
business activities that span multiple countries and regions, so are subject
to be the target of law enforcement of multiple overseas competition
authorities for violations of competition laws, which could lead to cases
involving huge financial penalties. Therefore, it’s advisable for companies
to respond extensively with measures that have an awareness of the
competition laws of all the countries and regions related to their business

activities.

(C) A Flexible Response Based on the Characteristics of the Legal System
of foreign Competition Laws That Differ from the Japanese Legal System
(Flexibility)

As mentioned before at the beginning of this guide, the competition
laws of different countries and regions are converging, and this guide can
be used as a reference for global companies’ compliance efforts in regards
to foreign competition laws, but there are some parts of the specific legal
system of foreign competition laws that differ from Japan’s AMA, so it is
advisable to respond flexibly based on the characteristics of foreign legal
systems that differ from the AMA.

C. Examples of Good Practices
The following examples of good practices were found from questionnaires
and interviews in past fact-finding surveys carried out by the JFTC, and it’s
hoped that these efforts will be used for reference while promoting integrated

efforts as a corporate group.

[Examples of integrated efforts as a corporate group, etc.]
The legal and compliance department of the head office is involved in and
supports the training and auditing of subsidiaries.
There are not many cases of acquiring other companies, but, for example,
when our company formed a capital alliance with a company that bided
for public works projects, personnel in the legal department and related

business divisions conducted interviews as due diligence in consideration
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of the risk of bid-rigging to confirm whether there were AMA violations.

In order to prevent involvement in AMA violations by third parties (agents,
consultants, etc. other than competitors) acting as intermediaries,
provisions concerning AMA compliance are included in written
agreements with such third parties. Additionally, rules and manuals
stipulate that thorough guidance and supervision be provided to ensure
that the third parties do not engage in AMA violations. Sufficient care
should also be taken to avoid AMA violations when exchanging sensitive
information with the third parties. If a third party is found to be involved
in AMA violations, appropriate measures, including the termination of the

agreement, should be taken.

[Examples of efforts at global companies]

We have designed a compliance system for the whole group, including the
subsidiaries, and established global rules for the prevention of cartels. This
has enabled the whole group to work with a sense of unity and has helped
in our attempts to raise awareness. Additionally, the whole group,
including overseas subsidiaries, has decided on response guidelines for
emergencies, and designed a system so that in the unlikely case of an
occurrence the whole group can respond quickly and simultaneously
consider applying to the leniency systems of countries and regions’
competition authorities.

We are carrying out training about competition laws for all employees,
with a particular focus on subsidiaries located in Europe and the U.S.
where competition laws are especially actively enforced, while bearing in
mind the risks of extraterritorial applications. The training introduces
cases from overseas in which large penalties and fines were imposed on
Japanese companies, with the aim of giving employees an understanding
of the importance of observing competition laws.

The head office’s competition law compliance program was deployed
globally as the “core policies.” The overseas subsidiaries customize the
head office’s program in accordance with local competition laws and
business models to design their own original competition law manuals. In
addition, in response to the actions of the competition authorities of
major countries, the head office reviews internal audit matters included

in the competition compliance program. The introduction of the program
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has enabled the formation of a shared understanding about the
importance of observing global competition laws and the response
guidelines for competition law violations, while taking local conditions
into account, and has promoted the sharing of information related to
competition law compliance.

Among subsidiaries and domestic equity method affiliates, companies
whose largest shareholder is our company are included in the scope of
application of our policy concerning AMA compliance, and are working on
activities for AMA compliance. In many overseas equity method affiliates,
there is a controlling shareholder other than our company even though
our company holds equity interests in them, and such companies are not
included in the scope of application of the above policy. However, as such
companies are often our business partners or outsourcing contractors,
our company requests their AMA compliance pursuant to our supplier
code of conduct.

In order to confirm the status of implementation of rules concerning AMA
compliance at each group company, including overseas subsidiaries, our
company conducts monitoring every six months. With regard to overseas
subsidiaries, regional headquarters are established in North America, Asia
and other regions to carry out monitoring in cooperation with these
headquarters in an effort to resolve geographical and linguistic differences.
As a result of these monitoring activities, awareness of AMA compliance
has been raised, such as one of the overseas subsidiaries starting to avoid
discussing prices in meetings with competitors.

We have appointed people to be in charge of compliance at all our
corporate group companies around the world, and deployed various
measures (training, self-monitoring activities, rules for contact with
competitors, etc.) to emphasize the importance of observing foreign
competition law. We also hold compliance meetings in Japan and overseas,
in which the people in charge of compliance share group policies, and the
latest information, and have discussions about compliance activities.
Thanks to these efforts, inquiries about foreign competition laws have
increased, including requests for consultations and training with the legal

department.
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2. Specific Measures to Prevent the AMA Violations
(1) Design and Implementation of Internal Rules for Contacts with
Competitors
A. Check Points

[0 Are the internal rules regarding contact with competitors appropriately
designed and implemented in accordance with the actual situation of the
company and its risk of AMA violations?

[J Is the evidence of the applications, approvals and reports involved in the

above rules properly recorded, stored, and managed?

B. Significance
If a company can reduce the opportunities for executives and employees
to engage in acts that could lead to AMA violations in their daily business
activities, or properly grasp those situations and manage them, it can lead to
the prevention or early detection of AMA violations. For example, regarding
joint activity that solely produces restrictive effects on competition,
prohibiting one's own executives and employees from contacting or
exchanging information with competitors regarding matters constituting
important competitive means such as prices, and ensuring the effectiveness
of such prohibitions, will at least make it difficult for collusion to occur
between one's own company and competitors. This significantly reduces the
risk of being charged with violating the AMA. Therefore, it’s important to
establish rules in advance, such as absolutely prohibiting the company’s
executives and employees from any contact or exchange of information with
competitors regarding matters constituting important competitive means
such as prices, in order to prevent the company becoming involved in such

joint activities.
On the other hand, prohibiting all contact with competitors with whom
information exchange regarding important competitive means such as pricing
could occur imposes excessive constraints on joint activities among businesses.

These activities can promote competition by fostering new technologies or

35 This refers to elements of enterprise's activities that, when restricted, directly affect market mechanisms. Such elements include
the price or quantity of goods or services supplied or received by the enterprise, customers or distribution channels involved in
transactions, and facilities for supply (see Part II-2 of the “Guidelines Concerning the Activities of Trade Associations under the
Antimonopoly Act” (October 30, 1995)).

36 Even in the case of information exchange concerning matters that are important competitive means such as prices, if measures
to prevent information leakage are taken, it does not normally raise issues under the Antimonopoly Act (see Part I-1 of the Green
Guidelines).
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superior products and can be implemented without violating the
Antimonopoly Act. Such prohibitions risk unduly discouraging frontline
executives and employees who seek to advance these activities. Therefore,
when prohibiting all contact with competitors that could lead to information
exchange on matters constituting important competitive means, such as
pricing, is anticipated to impose excessive constraints on executives and
employees, it is important to establish the following rules in advance. These
rules should generally prohibit executive and employees from contacting or
exchanging information with competitors on such matters, while allowing for
necessary and unavoidable contact or information exchange when required

for business purposes.

Diagram 5. Image of Rules for Applications, Approval, Reports, etc., regarding

Contact with Competitors
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|

1
|
Internal Audit 1
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The similar rules should be applied when there are contacts from competitors.

After confirming to be careful about acts that are potential infringements
of the AMA, executives and employees must pledge not to conduct those
acts and to observe the internal rules established by the company.
Executives and employees must apply in advance and get approval from
their supervisor or the person in charge of the compliance department,
regarding the time, place, and purpose of the contact, including the name,
position and department of the other party.

If the other party broaches a topic that could be problematic under the
AMA, executives and employees must request that they refrain from
talking about that topic, and if the request is not accepted, object and
leave the meeting.

After the contact, executives and employees must report the details of the
exchanges and all of the relevant facts, including the sequence of events

to their supervisor or the person in charge of the compliance department.

In regards to the above rules, applying stricter rules to front-line
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employees who have a higher risk of AMA violations than other executives and
employees could also be considered, such as in the form of absolutely
prohibiting front-line employees from any contact or exchange of information
with competitors regarding matters constituting important competitive means
such as prices, and these stricter rules may also be considered for countries
and regions where just the fact of having had contact or exchange of
information with a competitor can lead to suspicions of being in a cartel.

Furthermore, even if the company’s executives and employees do not
initiate contact with competitors, it’s possible that competitors may contact
the company’s executives and employees, and during that contact encourage
information sharing about matters constituting important competitive means
such as prices that could lead to cartels and bid-rigging. To prepare for such
cases, it’s important to establish rules in advance like the ones above (rules for
how to respond if the other party broaches a topic that could be problematic
under the AMA, and rules for reporting after the event).

Moreover, in Japan, trade associations are organized in many industries
and sectors, and the activities of these associations inevitably involve contact
and information exchange with competitors. Therefore, it is also advisable to
establish the same types of rules in advance for joining trade associations and
participating in their activities as those mentioned previously. These rules
should include, for example, pre-approval and authorization rules, rules for
responding when topics potentially problematic under the AMA are raised,
and post-activity reporting rules.

Rules like the ones above about contact with competitors not only help
companies properly manage the risk of their company’s executives and
employees becoming involved in cartels and bid-rigging, but also leads to

increasing awareness among executives and employees regarding AMA

37 Regarding public procurement projects where the awarding entity is the national government, a local government, or a
government-funded corporation (hereinafter collectively referred to as the "Awarding Authority"), attention must also be paid to
contact and information exchange with the officials of the Awarding Authority. Specifically, if an executive or employee, prior to a
bid or other proceeding in a public procurement project, contacts an official of the Awarding Authority and engages in acts such as
demanding the disclosure of confidential information like the estimated price, that executive or employee may be charged as an
accomplice (a non-status accomplice as stipulated in Article 65, paragraph 1 of the Penal Code) to a crime under either Article 96-6,
paragraph 1 of the Penal Code (Obstruction of Competing Bidding for Public Contracts) or Article 8 of the Act on Elimination and
Prevention of Involvement in Bid Rigging, etc. and Punishments for Acts by Employees that Harm Fairness of Bidding, etc. (hereinafter
referred to as the "Act on Preventing Official Involvement in Bid-Rigging"), even if actual bid-rigging does not take place. Therefore,
it is advisable for companies that may be involved in public procurement projects to establish rules regarding contact and information
exchange with officials of the Awarding Authority. Furthermore, it is recommended that these rules, along with points of attention
when engaging in public procurement projects, be communicated to executives and employees through an AMA Compliance Manual
(see Part I, 1., (3)) and in-house training (see Part II, 2, (2)).

Additionally, the JFTC has published a text prepared for officials of Awarding Authorities regarding the Act on Preventing Official
Involvement in Bid-Rigging. Please refer to this text as necessary at the following link: (https://www.jftc.go.jp/dk/kansei/text.html).
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compliance. Therefore, it’s important that they become properly well-known
among individual executives and employees through the AMA compliance
manual (Part Il, 1., (3)) and in-house training (Part Il, 2., (2)). In addition, for
effective prevention and early detection of cartels and bid-rigging, it’s
important to periodically check the level of compliance regarding rules for
contact with competitors by conducting audits on the AMA (Part I, 3., (1)),
and it’s also important to appropriately store and manage records of evidence

of applications, approvals and reports as in the rule mentioned above.

As mentioned in Part I, 1. above, SMEs are also subject to the AMA, and
careless contact or information exchange with competitors could lead to
cartels or bid-rigging. Therefore, it is advisable that SMEs, at a minimum,
clarify their policy regarding contact with competitors and, to the extent
possible, design and implement rules concerning the application, approval,
and reporting of contact with competitors, based on the examples provided

above.

C. Examples of Good Practices
The following examples of good practices were found from questionnaires
and interviews in past fact-finding surveys carried out by the JFTC, and it’s
hoped that these efforts will be used for reference by companies for designing
and implementing appropriate internal rules in accordance with their own

actual situation and risks of AMA violations.

[Examples of internal rules for contact with competitors being designed and

implemented]
The AMA Compliance Basic Rules make it a basic principle that all contact
with competitors without reasonable necessity shall be prohibited
throughout the company; that if any contact with competitors is
unavoidable, prior application shall be made to and approval shall be
obtained from a person responsible for compliance under the AMA within
each business unit (The applicant’s immediate supervisor is considered to
be one and the same person as the applicant. Therefore, from the
viewpoint of ensuring independence from the applicant, the immediate
supervisor is not an approval authority holder); and that after such

contact, records shall be made and submitted to the responsible person.
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On the other hand, the necessity and risk of contact are different in each
business unit, and if the above rules are applied uniformly across the
company, they will be an excessive restriction for business units with low
risk. Therefore, the above-mentioned Basic Rules set forth the minimum
matters that must be complied with by each business unit (specific
procedures for prior application and subsequent reporting, matters to be
complied with at the time of contact, etc.), and for cases that do not
require prior application or subsequent reporting, detailed regulations are
formulated by each business unit so that they can be customized.

The detailed rules of the AMA Compliance Basic Rules stipulate that, in
principle, prior application and post-reporting are required when
contacting competitors. At the time of prior application, an application
form must be submitted to the Compliance Department, detailing the
purpose of the contact, the name of the competitor, the names of the
participants (from both our company and the competitor), the date and
time of the contact, and a declaration of compliance with the AMA.
Approval must then be obtained from the head of the Compliance
Department.

We have formulated rules so that if employees are going to participate in
a meeting where a competitor is in attendance, they are required to
establish the topics for discussion in advance and not deviate from these
topics during the meeting, then after the meeting they must create
accurate minutes of the meeting and share them with the other
participants, and make a report to their superior. If a topic is brought up
that may be problematical in terms of the AMA, they are required to
request that they stop talking about this topic, and if this request is not
met, to protest, then leave the meeting, and ask that the fact they have
left the meeting is recorded in the minutes. The rules stipulate that if they
receive any invitations to have an inappropriate discussion they must
immediately report it to the legal department.

As a result of creating a Q&A on the rules for contact with competitors
and regularly conducting education and training activities, awareness of
the rules improved, leading to the reliable implementation of the prior
application procedures. In addition, executives and employees became
more sensitive to the risks of AMA violations, and consultations regarding
the AMA itself increased.
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The AMA Compliance Basic Rules state expressly that in principle, any
contact with competitors by telephone, email, social media, message,
chat, and other means using private terminals is prohibited.

As a general rule, our company prohibits executives and employees in the
sales department from contacting executives and employees of
competitors’ sales departments. Additionally, we require prior approval
and post-reporting for any such contact. We also mandate reporting to top
management on participation in industry associations and any contacts
made through them, thereby thoroughly enforcing cartel prevention.

If there is a possibility of contact with competitors at industry association
activities or exhibitions, we consider having personnel from departments
other than the sales department (such as those from administrative
departments) participate, in order to minimize contact with competitors
as much as possible.

In cases of collaboration with competitors, the legal departments and
legal counsels of both companies formulate uniform rules for such cases
by, for example, organizing views on sensitive information, and at the
same time, they provide training on such rules for the persons concerned
in order to raise awareness of such rules and make them known.

The AMA Compliance Basic Rules generally prohibit membership in
industry associations. However, if membership in an industry association
is unavoidable for business reasons, it may be permitted with the approval
of the person responsible for AMA compliance and the head of the
relevant business division. The status of industry association membership
and their activities are regularly monitored, and rules are formulated
regarding withdrawal in cases where the risk of AMA violations increases,
as well as rules for obtaining approval for providing statistical information
to industry associations.

Each business unit compares the records of prior applications for contact
with competitors and records of reports on going out (extracted based on
the list of competitors held by each business unit) and check for omissions
of prior applications for contact with competitors. If it is confirmed that
an application has not been submitted, an ex post facto report is
requested from the person who made the contact, and improvement

measures are compiled and implemented in each business unit.
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[Examples of efforts at global companies]

We have established global rules about contact with competitors with EU
competition laws in mind, as their sanctions are very severe and even
information sharing with competitors can be judged as illegal (we have not
just focused on cartels themselves, but also acts that can be suspected of
being related to cartels).

We have designed a notification system that is used in the case of contact
with competitors for applications in advance and reports after the event,
which are then checked by the legal department. Overseas subsidiaries
are also required to submit these notifications, which are collected

together and managed by the head office’s legal department.
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(2) Providing In-House Trainings on the AMA

A.

Check Points

O

Does the in-house training on the AMA effectively arouse the interest of
executives and employees, and is it carried out in a format and with
contents that make it memorable for executives and employees?

Are the targets, contents, formats, methods, timings and frequency of the
training properly customized in accordance with the company’s actual
situation and its risk of AMA violations?

Is the in-house training described above conducted and taught by
personnel who have adequate knowledge and experience of AMA
compliance?

Is there a test at the end of the training to check the executives and
employees’ level of understanding of the contents of the in-house training
described above?

Are records of the above-mentioned in-house training’s operational
guidelines, training materials, attendance records, etc., properly stored
and managed?

Is the in-house training described above designed so that it’s possible to
ask relevant questions to the person in charge about any points that
executives and employees are unclear or uncertain about?

Does the in-house training described above conduct questionnaires after
it has finished so that executives and employees can give feedback on its
content and format?

Are the contents and format of the in-house training described above

periodically reviewed and updated?

Significance
The people who commit or are involved in AMA violations, or are in a

position to know about them, are individual executives and employees, and

they also bear responsibility for the AMA compliance program. Therefore, in

order to have a properly functioning AMA compliance program, it’s important

that each individual executive and employee properly understands the

importance of AMA compliance, and truly accepts that it is their own

responsibility.

To ensure that individual executives and employees properly understand

the importance of AMA compliance, it’s important to disseminate an overview
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of the AMA compliance program to them through messages from top
management (Part Il, 1., (1)), the code of conduct, the AMA compliance basic
rules, and the AMA compliance manual (Part I, 1., (3)). However, if
understanding these matters is simply left to the voluntary efforts of individual
executives and employees, this will produce different levels of understanding
due to different degrees of effort by the individual executives and employees,
and this will make the efficient promotion of an AMA compliance program
impossible. Therefore, it’s important to conduct in-house training on the AMA
as a means of making all executives and employees understand the
importance of AMA compliance in the most uniform and efficient way possible.

A survey report on compliance carried out by the ICN also found that 46%
of the competition authorities, and 54% of the NGAs, who took part in the
survey, stated that in-house training was an important component of an
effective compliance program.

However, this doesn’t mean that just carrying out any type of in-house
training will be good enough as, in order to make executives and employees
properly understand the importance of AMA compliance, it’s important that
the content and format of the training arouses their interest and is memorable
for them. For example, training that involves a one-way lecture involving
explanations about general information related to the AMA is likely to be
boring to executives and employees, and there is a danger that the contents
of the lecture will be ignored and forgotten, so it could not be considered as
an effective type of training. It’s believed that executives and employees are
most interested and concerned about what are the hidden risks of AMA
violations in their daily business activities, how they should act in order to
avoid the risks of AMA violations or what kind of conduct can be engaged in
without violating the AMA. Therefore, in order to provide training that
effectively arouses the interest of executives and employees, it’s important to
use examples of situations that are familiar to them, and explain what actions
are prohibited, expected or permitted in a format that is based on their actual
business activities. Also, in order to make the training more memorable for
executives and employees, the company could, for example, create a drama
based on a past violation of the AMA committed by the company or a
competitor, or vividly describe the situation when the company was subject to

a JFTC inspection in the past, and illustrate the events and the losses the

38 |CN Survey Report (Note 11 above), p. 13.
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company or individuals would face if they were involved in an AMA violation,
to give the executives and employees a vicarious experience, as it is effective
if the company can make an impression. In addition, incorporating discussions,
role-playing and workshops, as well as a message from top management at
the beginning and the end of the training, are effective ways of encouraging
the active participation of executives and employees. As well as the above, it’s
also important to include a contact point to consult with or report to if
executives and employees come across a situation that could potentially be a
violation of the AMA.

It is also important that the targets, contents, formats, methods, timings
and frequency of the in-house training are properly customized in accordance
with the company’s actual situation and its risk of AMA violations. Specifically,
it is thought to be advisable to repeatedly carry out in-house training for all
executives and employees, including top management, on a regular basis,
although the risk of AMA violations that individual executives and employees
face will vary greatly depending on their department, years of experience,
position, rank, etc. Therefore, it’s advisable to utilize limited resources
effectively by, for example, carrying out intensive, face-to-face training for new
employees and employees on the front-line who face a high risk of AMA
violations on a daily basis, while carrying out on-line training (using an e-
learning and web conference system), that doesn’t involve much cost or time
for executives and employees who are thought to face a low risk of AMA
violations.

In addition to the above, it’s important that the training is conducted by
instructors who have adequate knowledge and experience in regards to AMA
compliance, that there is a test at the end of the training to check the
executives and employees’ level of understanding of the training’s contents (it
may be worth considering making obtaining a certain score a requirement of

completing the course, as an idea to ensure that executives and employees

3% Training with a discussion format involves participants discussing amongst themselves possible AMA problems that may arise
during their actual business activities, and what actions executives and employees should take if an AMA problem occurred, which
is hoped to help foster a common awareness and understanding about these matters among the executives and employees who
take part in the training. In addition, training with role playing enables participants to have a simulated experience of being involved
in AMA violations by getting them to act out the actions of people involved in real or fictional cases of AMA violations, which is
thought to help lead them to thinking about AMA compliance as a personal matter that they are responsible for, as well as giving
them a deeper awareness and understanding of their company’s risk of AMA violations from the perspective of different people,
such as JFTC employees or those people in charge of their competitors. It is also believed that by using a format where participants
are divided up into small groups whose members then tackle issues together (workshop format), that the executives and employees
will take an even more proactive approach towards the training.
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acquire a proper understanding), that records of the training’s operational
guidelines, training materials, attendance records, etc., are properly stored
and managed, that it’s possible for participants to ask relevant questions to
the person in charge about any points of the training that they are unclear or
uncertain about, that there is a questionnaire after the training about its
content and format so that feedback can be received, and that the contents
and format of the training are periodically reviewed and updated. It is also
advisable for global companies to make training available in at least the main

languages used in the companies concerned.

In SMEs, it may be impossible or difficult to systematically implement in-
house training on the AMA as large companies do. Nevertheless, it is advisable
for SMEs to strive to improve their knowledge and understanding of the AMA
compliance by:

Sharing the importance of AMA compliance through internal

communications and other means.

Ensuring that top management personally participates in, or arranges for

executives and employees engaged in AMA-related duties to participate in,

compliance training sessions hosted by trade associations, economic
organizations, affiliated professionals (such as legal counsels or

consultants), or business partners.

C. Examples of Good Practices
The following examples of good practices were found from questionnaires
and interviews in past fact-finding surveys carried out by the JFTC, and it’s
hoped that these efforts will be used for reference by companies for providing
effective in-house training in accordance with their own actual situation and
risk of AMA violations.

[Examples of ideas for in-house training, including the selection of participants,
training content, formats, and implementation methods]
Training on the AMA is conducted at three levels: executives, employees
of departments at a high risk of violating the AMA, and general employees.
In order to provide executives with an exhaustive understanding of all
types of AMA violations, lectures are given face-to-face by external legal

counsels, including not only unreasonable restraint of trade but also
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private monopolization and unfair trade practices. We receive questions
from executives in advance about their practical concerns, etc. and
include answers to such questions in lectures. Executives who participated
in the training said, “It was good to be able to ask about the problems in
the department of which | am in charge.” Employees of departments at a
high risk of violating the AMA are also given face-to-face lectures by
external legal counsels. This training is more practical, focusing on matters
that are often discussed with the legal department. Employees who took
the training said, “l understood well what | should pay attention to in daily
business activities.” The training for general employees consists of e-
learning, and only basic matters are explained by the compliance
department, focusing on internal rules.

We have created a drama based on past cases of AMA violations which
occurred in our company, and in particular, this drama is always shown to
new employees. In the drama, each incident that occurred in the company
at that time is described in detail and realistically, such as the scene of an
employee who was confused after being suddenly raided by inspectors on
the spot. In addition, the drama gives a detailed explanation of the
content of the sanction in case of being caught for AMA violations (in
addition to surcharges, etc. against the company, loss of opportunities due
to suspension of appointment and criminal penalty or disciplinary
measures against individuals). One new employee said, “I was shocked by
the gravity of the matter. | have come to think of AMA compliance as my
own thing.” Apart from the drama mentioned above, the compliance
department contracted a service that allows even amateurs to easily
create animated videos and has created videos explaining basic matters
about the AMA in a short time of about four to eight minutes, which are
posted on the company’s intranet. The cost of this service is low. If the
compliance department creates a scenario, the Al outputs the voice,
which makes it possible to create an animated video in a short time. A new
employee who watched the video said, “The content is easy to understand
because it consists of not only characters but also a video.”

After the occurrence of problems related to the AMA, we conducted
training on the lecture format on legal knowledge of the AMA, but it was
not very effective because some of the participants seemed sleepy. During

the re-examination of effective training methods, we realized that the
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AMA had some aspects that were difficult to understand if we did not first
properly understand the structure of our own business. In the next
training program, the heads of the business units inspected by the JFTC
explained first about the structure of our company’s business and then
about what had become problems in the business under the AMA. This
improved the understanding of the participants.

Training on the AMA is conducted through e-learning in mandatory
training and training for promotion, and this enables updating of
knowledge. In addition, when the person in charge at the legal
department receives legal consultations on a daily basis and has a
suspicion that the knowledge of executives and employees in certain
areas is lacking, the person talks to the person in charge at the department
concerned individually and provides training in the form of workshops for
a small number of personnel in accordance with the duties and products
of the department concerned.

The training content is centered around creating example problems based
on real sales activities, picking up points of concern in regards to the AMA,
and getting people to think about how they should act through
discussions.

[Examples of ideas to check and improve the level of understanding of in-
house training]
We set confirmation questions at the end of the e-learning to measure
their level of understanding, and they can’t complete the course unless
they achieve a certain score, which is recorded by our system.
We make the participants submit a report after the training is completed

to assess their level of understanding.

[Examples of reviewing and updating the in-house training]

We use questions that come up in training as themes for discussion in the
next training, which has resulted in more practical training that has
contributed to improving the participants’ level of understanding.

We update the lecture materials and contents of the training every year
based on the latest legal amendments to the AMA and examples of recent
violations, to prevent the training content from becoming monotonous,
and to deepen the employees understanding of the AMA.
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[Examples of efforts at global companies]

Management from our overseas subsidiaries periodically gather at our
head office, and we use that opportunity to carry out training about
competition laws. The training employs a discussion format, where they
are divided into smaller teams, and shows publicly available videos of sting
operations in the U.S., etc., to make them very aware of the relationship
competition laws have to their business.

Legal personnel are dispatched from Japan to our subsidiaries in the Asian
region to carry out training on competition laws. This includes
explanations of local competition laws, as well as an explanation of the
severity of European and American laws and penalties, and the possibility
of that extraterritorial applications, in order to help them understand the

risks of violations and increase the awareness of compliance.
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(3) Design and Operation of a Consultation System on the AMA
A. Check Points

[J Is there a system that has been designed and put into operation in which
individual executives and employees can consult with the department or
person in charge of compliance, in good time and without hesitation, if
they are unsure and worrying about whether or not their actions are
potentially a violation of the AMA?

[0 Has a culture and organizational climate been developed that makes it
easy for people to consult with other people about their worries and
concerns regarding the AMA?

[J Is the consultation system easy for executives and employees to use due
to devising a wide range of ways to consult?

[0 Isinformation about the system, such as the name of the department and
person in charge of the consultation desk, how to use the consultation
desk, how a consultation is dealt with and the response process, the
standard period of time required for an answer, etc., easy to find and well-
known among executives and employees?

[0 Is confidentiality guaranteed when necessary in accordance with the
consulter’s wishes and the details of the consultation?

[0 Has the person in charge of dealing with consultations been able to build
an appropriate relationship of trust with the people in the business
departments?

[0 Does the person in charge of dealing with consultations have an adequate
amount of expertise on the AMA, and independence from the consulters?

[0 Has a system been created that allows people to consult with a legal
advisor or the JFTC, for cases where professional judgement is required?

[J Is the usage record of the consultation system periodically analyzed, and

is the analysis utilized to improve the system?

B. Significance

Even if an AMA compliance manual (Part II, 1., (3)) is created and
disseminated, and in-house training (Part Il, 2., (2)) is properly carried out, it’s
thought that there still may be many cases where front-line employees find it
difficult to judge whether or not their actions may potentially constitute a
violation of the AMA. If those employees are unable to make those

judgements correctly, it increases their risk of being involved in AMA violations,
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as well as possibly leading to excessively curtailing their business activities due
to fears of AMA violations. Therefore, it’s important to design and operate a
consultation system in which front-line employees can consult with the
department or person in charge of AMA compliance, in good time and without
hesitation, while also following the ideas below.

In particular, concerning private monopolization and unfair trade practices,
the transaction scheme for goods or services itself may, at times, contain
issues under the AMA. Therefore, it is crucial to appeal during in-house
training and other forums that, if executives or employees feel there is even a
slight possibility that a new transaction scheme or the start of a new
transaction could constitute private monopolization or an unfair trade
practice—in light of the company's market share or the specific details of the
transaction—they must consult the department or person in charge of AMA
compliance. Furthermore, when determining whether joint activities are
problematic under the AMA—especially activities those are expected to have
both pro-competitive effects and anti-competitive effects—it is necessary to
comprehensively consider the resulting pro-competitive and anti-competitive
effects while taking into account the reasonableness of the activity's objective
and the appropriateness of the means (such as whether less restrictive
alternatives exist). It is also important to consult the department or person in
charge of AMA compliance regarding such conduct. Additionally, in
transactions where a contract is prepared, the terms and conditions of the
transaction stated in the contract may contain issues under the AMA.
Therefore, it is also important for the legal department or other relevant
section, when reviewing a contract, to verify (for example, by using a checklist)
that the stated transaction terms and conditions do not pose a problem under
the AMA.

<ldeas to help develop a culture and organizational climate that makes it easy
to consult with other people>

In order to develop a company-wide culture and organizational climate
that makes it easy for people to consult with other people about their worries
and concerns regarding the AMA, it's important that messages from top
management (Part Il, 1., (1)) and the code of conduct (Part II, 1., (3))
encourages people to always consult with superiors and colleagues, or the

department or person in charge of AMA compliance if they have any worries
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or concerns about the AMA, rather than try to solve things by themselves.

<ldeas to improve the user-friendliness of the consultation desk>

In order to improve the user-friendliness of the consultation desk, it’s
important to provide a wide range of ways for the consulter to easily make a
consultation, such as by telephone, FAX, email, consultation forms on the
company’s intranet, in person, a web conferencing system, etc.

In addition, it may be worth global companies considering setting up a
shared consultation desk at the parent company that can also be used by

executives and employees from overseas subsidiaries.

<ldeas to improve people’s knowledge and awareness of the consultation
desk>

In order to improve people’s awareness and knowledge of the consultation
desk, it’s important to include information about the name of the department
and person in charge of the consultation desk, ways of using the consultation
desk (including the telephone/FAX number, email address, company’s intranet
URL, etc.), how a consultation is dealt with and the response process, the
standard period of time required for an answer, etc., in the AMA compliance
manual (Part1l, 1., (3)), in a way that is easy to find and understand, and to use
occasions like in-house training (Part Il, 2., (2)) to disseminate that information

to executives and employees.

<ldeas to improve trust in the consultation desk>

As it’s possible that consultations about whether individual cases are
potential violations of the AMA may lead to whistleblowing (Part Il, 3., (2)),
depending on the situation at the time of the consultation or developments
in the situation after the consultation, it’s important that the consultation desk
pay proper attention to ensuring confidentiality in accordance with the
consulter’s wishes and the contents of the consultation.

Also, people in charge of dealing with consultations should not just give

out a stock answer like “there’s a danger it might be an AMA violation so you

40 If it is difficult to deal with consultations from executives and employees of overseas subsidiaries due to problems with time
differences and language, possible solutions include setting up a consultation desk at each regional headquarters and receiving
reports from them about the details of the consultations, or limiting the ways executives and employees of overseas subsidiaries can
consult to just emails but, at the very least, it is advisable to properly share information among the departments in charge of the
overseas subsidiaries, etc., during normal times.

65



Tentative Translation

should refrain from doing that activity,” but instead search as much as possible
for measures to carry out the activity so that it complies with the AMA or, if
it’s not possible to take those measures, explain thoughtfully and scrupulously
the reasons why they should refrain from that activity, as it’s also important
that the person in charge of consultations builds up a proper relationship of
trust with people on the front-line from the business departments.
Furthermore, it’s important to reply to consultations as quickly as possible

so that business departments can respond swiftly.

<ldeas for the system in order to make appropriate decisions regarding the
consultation>

It’s important that the person in charge of dealing with the consultation
has sufficient independence from the business department concerned, as if
adequate independence cannot be ensured there’s a chance that their
judgement will underestimate the risk involved when dealing with the
consultation.

In addition, it’s also important to create a system that allows employees to
quickly consult with experts, with the person in charge of dealing with
consultations having adequate expertise in regards to the AMA, as well as an
available list of legal advisors and external legal counsels who have more
specialized knowledge and experience of the AMA for cases where a more
specialized judgement is needed regarding interpretations and applications of
the AMA.

Also, as the JFTC also accepts consultations about specific acts that
business people are planning to carry out, it’s also important to create a
system that allows people to consult with the JFTC when they are unsure
about a decision. Please see the JFTC website (link below) for information on
how to consult with the JFTC regarding specific future actions you plan to take,

as well as the contact points for such consultations.
The URL is: https://www.jftc.go.jp/soudan/jizen/index.html

In addition to all of the above, it is also important to periodically analyze

the usage record of the consultation system, and utilize this analysis to

41 |f the person in charge of dealing with consultations gives a stock answer like the one described in the main text, people on the
front-line of business departments have to immediately stop working on their business activity and, in the worst case, it’s possible
that they may intentionally avoid consulting afterwards as they prioritize achieving their work.

66


https://www.jftc.go.jp/soudan/jizen/index.html

Tentative Translation

improve the system.

In SMEs, as noted in Part ll, 1., (4) above, it is often considered impossible
or difficult to establish an independent compliance department or designated
person in charge, and consequently, it may also be impossible or difficult to
handle internal consultations regarding the AMA. When a concern arises in an
SME, if the company has a legal counsel (or in-house counsel), consulting that
legal counsel is an option. However, if the company does not have a legal
counsel, it is advisable to proactively identify a local counsel who is capable of

handling consultations regarding the AMA.

C. Examples of Good Practices
The following examples of good practices were found from questionnaires
and interviews in past fact-finding surveys carried out by the JFTC, and it’s
hoped that these efforts will be used for reference by companies for designing
and operating an appropriate consultation system in accordance with their

own actual situation and risk of AMA violations.

[Examples of designing and operating consultation systems on the AMA]

The legal department of our company has a long history, and there is a
culture integrated in the business units where it is normal to consult the
legal department first if something happens, and the legal staff is highly
relied on. In our company, the approval of the general manager of the legal
department is required for all contracts. Therefore, members of the legal
department are closely involved in all transactions, for example, from the
stage of designing and reviewing transaction schemes such as how to sell
individual products. Under such circumstances, advice is given as
appropriate if there are any issues that may arise in relation to the AMA,
not limited to cartels and bid-rigging.

We have created an environment where it is easy to have a consultation
about the AMA, by setting up a consultation desk in our company’s
general affairs, human resources department, and legal/internal audit
department.

Before conducting or considering a meeting or business with a competitor,
we consult with the legal department in advance. We have introduced a

work flow system to help visualize the details of consultations with the
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legal department and their responses, so we can check it at any time after
the consultation.

In in-house training programs and newsletters distributed by the legal
department, we explain the points to note on private monopolization and
unfair trade practices by listing specific examples. We also call on
employees to consult with the legal department without fail at the
planning and design stage of a new transaction scheme or at the start of
a new transaction, whenever they feel even a slight possibility of private
monopolization or unfair trade practices in light of the size of our market
share or the specific content of the transaction.

Following the implementation of in-house training on the AMA, which was
prompted by the occurrence of an issue that had the potential to violate
the AMA, executives and employees began to notice AMA-related issues
and points that they had not been particularly aware of before the
incident. As a result, the number of consultations regarding the AMA
increased.

All contracts relating to transactions are subject to contract review by the
legal department. When reviewing contracts, the legal department checks
whether any content and terms of transactions fall into private
monopolization or unfair trade practices by using a checklist and other
means, and provides interviews and guidance to business units as
necessary to ensure that a transaction scheme without violation of the
AMA can be realized.

For all cases requiring judgment, including whether or not a case falls into
private monopolization or unfair trade practices, we receive them through
a dedicated consultation form, and all cases are promptly consulted on
with a legal counsel who handles the AMA and, if necessary, with the JFTC.
In addition, when consulting with legal counsels, we ask not only legal staff
members but also a consulter to attend to improve their understanding of
the AMA.

As for restrictions on transactions and other actions in markets in which
our company is in a dominant position, we have made it mandatory to
have a prior discussion in a conference body on the AMA compliance,
which is set in-house.

By assigning experienced sales personnel to the legal department, we

were able to create an environment in which sales staff could easily
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consult with the legal department by, for example, seeking advice from
the legal staff with whom they had built connections during the period
when the staff worked at the sales department. In addition, when
discussing matters consulted on within the legal department, the
presence of personnel with sales experience in the department enables
the legal staff to consider issues under the AMA in light of the actual
situation in the sales field and make the responses convincing.

When the sales department comes to consult with us, our approach as the
legal department is to try as much as possible to work together to find
solutions. Although simply saying “It’s dangerous so you can’t do it,”
would be easier, doing so would discourage the sales department from
consulting with us. Therefore, we not only determine what is legal and
illegal, but also think together about ways to increase profits.

The effectiveness of the consultation system is monitored at the executive
level through reports on its usage records, which are given every six
months at the Executive Committee and the Board of Directors Meeting.
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(4) Design and Implementation of Internal Disciplinary Rules for the AMA
Violations
A. Check Points

[ Is it clearly established in the work regulations and the disciplinary
regulations that being involved in AMA violations, or failing to take
reasonable measures to prevent or detect AMA violations at an early
stage, are reasons for discipline and will be subject to disciplinary
measures?

[0 In addition to the grounds for discipline above, are the people with
disciplinary authority, the disciplinary procedures, the standards for
deciding the contents of the disciplinary measures, etc., clearly
established in advance in the work regulations and the disciplinary
regulations, and is this widely known among executives and employees to
the extent that there is no hindrance to the operation of internal
disciplinary rules?

I Are the above standards and regulations applied fairly and equally to all
executives and employees, including top management?

[J Is the company considering introducing an incentive system that leads to
benefits for executives and employees who cooperate in efforts to prevent

or detect AMA violations at an early stage?

B. Significance
In order to induce individual executives and employees not to become
involved in AMA violations or fail to take reasonable measures to prevent or
detect AMA violations at an early stage, it’s important to make it clear to
executives and employees the possible disadvantages that they will face if
they do become involved in AMA violations or fail to take reasonable
measures to prevent or detect AMA violations at an early stage. In particular,
it’s important to make it clear to individual executives and employees that
being involved in AMA violations, or failing to take reasonable measures to
prevent or detect AMA violations at an early stage (for example, not following
the internal rules for contacts with competitors (Part Il, 2., (1)) without a
justifiable reason), will be subject to disciplinary measures, as this directly
reduces executives’ and employees’ motivation to get involved with AMA
violations, and also increases their awareness regarding compliance.

In order to make it clear to executives and employees that being involved
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in AMA violations, or failing to take reasonable measures to prevent or detect
AMA violations at an early stage, will be subject to disciplinary measures, it’s
important to specify those are the grounds for discipline in work regulations
and disciplinary regulations, and to disseminate this information to executives
and employees by the top message (Part Il, 1., (1)), code of conduct and AMA
compliance manual (Part I, 1., (3)), and in-house training (Part 11, 2., (2)).

It’s also important to ensure transparency, objectivity and fairness when
designing and operating internal disciplinary rules. In specific terms, it’s
important that the grounds for discipline and the discipline authority, the
disciplinary procedures, the standards for deciding the contents of the
disciplinary measures, etc., are clearly established in advance in the work
regulations and the disciplinary regulations, and that these are widely
known among executives and employees to the extent that there is no
hindrance to the operation of internal disciplinary rules. In addition, in order
to ensure the effectiveness of internal rules, it’s also important that the above
standards are fairly applied in internal investigations (Part 11, 3., (4)), which are
discussed below, not only to front-line employees, but also that the
responsibilities of top management and upper executives are also made
sufficiently clear, and that they are all subject to disciplinary measures in
accordance with the weight of their responsibility for the AMA violation.
Furthermore, if disciplinary measures are actually taken, the grounds for
discipline should be told to the executive or employee concerned and, to help
deter similar AMA violations, it may also be worth considering making an
announcement within the company regarding an outline of the disciplinary

measures taken, while keeping the protection of personal information in mind,

42 Disciplinary measures may include disciplinary dismissal, dismissal under instruction, suspension, demotion, wage reduction,
reprimand, etc., but it is advisable to have an internal leniency system (Part II, 3., (3)), which is discussed later, that allows executives
and employees to reduce or be exempt from disciplinary measures if they voluntarily report their involvement in AMA violations, as
it creates an incentive for them to voluntarily report their involvement in AMA violations.

43 Regarding Directors and Officers under the Companies Act of Japan, since the removal of the Representative Director requires a
resolution of the Board of Directors (Companies Act, Article 362, paragraph 2), and the dismissal of Directors and other officers
requires a resolution of the General Meeting of Shareholders (Companies Act, Article 339, paragraph 1; Article 309, paragraph 2), it
is advisable to clearly define the policy for proposing resolutions concerning the removal of the Representative Director or the
dismissal of other Directors and officers in advance. Furthermore, regarding director compensation, judicial precedent under the
Companies Act holds that once the compensation amount has been specifically determined by the Articles of Incorporation or a
resolution of the General Meeting of Shareholders, that amount cannot be reduced even by a subsequent General Meeting of
Shareholders resolution without the consent of the director (Supreme Court, Second Petty Bench, December 18, 1992, Minshu Vol.
46, No. 9, p. 3006). However, in recent years, some companies have adopted provisions in their basic policy on officer compensation
that allow for the claw back, non-payment, or reduction of performance-linked compensation when a serious misconduct or
compliance violation occurs while the director is in office. (Provisions relating to the return of already-paid compensation are called
"Claw Back Provisions," and provisions relating to the non-payment or reduction of unpaid compensation are called "Malus
Provisions." In practice, both are collectively referred to as "Claw Back and Malus Provisions.") Utilizing such provisions is also an
option that should be considered.
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and only releasing the minimum amount of information required.

In addition to the above, in order to induce executives and employees to
cooperate in efforts to prevent or detect AMA violations at an early stage, it
may also be worth considering introducing an incentive system that makes it
beneficial for executives and employees to cooperate with those efforts.

In specific terms, an incentive system could include ones where top
management gives awards or commendations to executives and employees or
departments who have made outstanding efforts to prevent or detect AMA
violations at an early stage, or where monetary rewards are given to
executives and employees who have made outstanding efforts to prevent or
detect AMA violations at an early stage, or a personnel evaluation system
(involved in promotion/advancement) where points are given or deducted in
accordance with the individual’s degree of cooperation in efforts to prevent or
detect AMA violations at an early stage.

In regards to these incentive systems, there are some who think that
cooperating in efforts to prevent or detect AMA violations at an early stage is
a natural part of executives’ and employees’ duties, so should not be subject
to rewards, or that evaluating levels of cooperation in these efforts would be
difficult or impossible in practice, or are concerned that creating a system of
awards or rewards if no AMA violations are found would conversely encourage
people to conceal information about AMA violations, so it is advisable for each
company to carefully consider the details of an incentive system and whether
or not they should introduce one. In addition, when designing and operating
internal rules and incentive systems, it’s necessary to bear in mind that they

must comply with domestic and international labor laws.

In SMEs, it is assumed that internal disciplinary rules are already stipulated
in the Rules of Employment or Disciplinary Regulations. Therefore, it is
certainly feasible for SMEs to clearly state in these documents that
involvement in AMA violations or the improper failure to undertake measures
for the prevention and early detection of AMA violations will be subject to
disciplinary action, and to ensure these rules are widely communicated.

Furthermore, it is not considered impossible for SMEs to implement
measures such as:

Commending executives, employees, or departments that have
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demonstrated outstanding efforts in preventing and early detecting AMA
violations.

Granting bonuses to executives and employees for exceptional work in the
prevention and early detection of AMA violations.

Considering the degree of cooperation in AMA violation prevention and
early detection efforts as an additive or subtractive factor during

personnel evaluations (for promotion or salary increase).

C. Examples of Good Practices
The following examples of good practices were found from questionnaires
and interviews in past fact-finding surveys carried out by the JFTC, and it’s
hoped that these efforts will be used for reference by companies while
designing and implementing appropriate internal disciplinary rules in

accordance with their own actual situation and risk of AMA violations.

[Examples of internal disciplinary rules for AMA violations being designed and

implemented]
The top management communicates that any illegal conduct will be
strictly dealt with and that managers will also be held accountable for
their supervisory responsibility.
We revised internal rules to clearly state that AMA violations would be
subject to disciplinary measures, which had an extremely big impact on
our employees. In particular, revising the board of directors’ rules and the
executives’ rules to establish new disciplinary provisions for executives
was extremely effective.
The basic policy on remuneration for executives under the Companies Act
stipulates a policy for the return of compensation in the event of a serious
fraud or non-compliance (Claw back malus clauses). In addition, the basic
corporate governance policy provides that the board of directors shall
resolve to bring proposed resolutions for dismissing representative
directors and removing directors before the general meeting of
shareholders taking into consideration factors such as proposals made by
the nominating committee from the viewpoint of maintaining and
improving corporate value. The corporate officer regulations specify the
process for disqualifying, dismissing, and otherwise punishing corporate

officers who do not fall under executives under the Companies Act. If
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executives are involved in AMA violations, it is considered that they will
be punished in accordance with these policies and regulations.

Clearly stating that, as a general rule, AMA violations would result in
disciplinary dismissal or dismissal under instruction, enabled the company
to show its strict approach to AMA violations, and contributed to
increasing employees’ awareness of compliance.

When we made it clear that people who violated the AMA, caused
violations, overlooked violations, or violated the code of conduct, would
face disciplinary measures, it made superiors communicate better with
their subordinates and led to checks that violations of the AMA or code of
conduct were not occurring.

We were able to make our executives and employees fully understand that
they would face disciplinary measures if they violated the AMA by getting
them to sign a pledge that they would comply with the code of conduct,
which includes complying with the AMA.

In fact, in the past, when AMA violations occurred in our company, the
persons involved in the AMA violations and their superiors were strictly
punished. At the time of the above-mentioned Dispositions, the details of
the Dispositions were not disclosed either internally or externally, but in
the event of misconduct, etc. within the company, it is now disclosed

internally on the company intranet.

[Examples of cases where incentive systems have been introduced]

We have established an official commendation system for compliance
promotion activities. In the past, Japanese personnel of our company
provided locally hired employees of overseas group companies with
unique education, including training in local languages, so that they could
view AMA compliance as their own business, and this was officially
commended. In this system, financial incentives such as rewards may be
provided along with official commendation. However, in light of tax and
other issues, we currently provide a fixed amount of subsidies for the
social gathering costs of the officially commended business units.

Although we have no record of an Incentive System being applied in the
past, there is a reward system for employees who contribute to the
prevention of damage to the company through the early detection of

misconduct, etc. by reporting or using other means (excluding persons
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involved in misconduct, etc.) and those who achieve significant results in

the prevention of misconduct, etc. through internal activities.

[Examples of efforts at global companies]
We clearly stated to our employees that they may be subject to
disciplinary measures for not only violations of the AMA, but also for
violations of foreign competition laws, so that they are well aware of the
dangers of violating foreign competition laws even if they are doing
business in Japan.
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3. Specific Measures to Detect the AMA Violations at an Early Stage and Take
Appropriate Actions
(1) Conducting Audits on the AMA
A. Check Points

[J Are audits on the AMA conducted periodically?

[0 Are audits conducted by an internal audit department or person in charge
that is independent of the business departments on the first line and the
department or person in charge of compliance on the second line?

[J Are both audits with advance notice and unannounced audits properly
employed and utilized when carrying out audits?

[0 Doesthe department conducting the audit compile the results of the audit
into a report, and present that report to relevant people such as top
management, the compliance officer, and the compliance committee?

[0 Doesthe department conducting the audit properly store and manage the

report described above and other materials used in the audit as records?

B. Significance

No matter how thoroughly specific measures to prevent violations (Part Il,
2.) before they happen are designed and implemented, it’s conceivable that
top management or upper executives may ignore or override these measures,
or direct or carry out AMA violations, or that front-line employees may commit
unseen AMA violations in their daily business activities, so it is difficult to
completely prevent all AMA violations. In these cases, it’s important from the
perspective of minimizing the losses associated with AMA violations, to detect
the AMA violations as quickly as possible and take appropriate measures.

For example, surcharges imposed on companies for AMA violations, such
as cartels or bid-rigging, are calculated based on the amount of sales or
purchases of goods and services during the period the AMA violation was
being committed. Therefore, the amount of the surcharge can be reduced by
shortening the violation period by quickly detecting and stopping the AMA
violation. In addition, the faster the company detects the AMA violation for
cartels and bid-rigging, the faster the company can apply to the JFTC for the
Leniency Program, and a higher application position increases the likelihood
that the company will receive a reduction or exemption.

In order to detect AMA violations that are directed by top management or

upper executives, or those going on unseen in daily business activities, it’s
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important to periodically conduct audits on the AMA.

An ICN Survey Report on compliance found that 50% of the competition
authorities, and 69% of NGAs, who took part in the survey, stated that
detecting, reporting, auditing and monitoring were important components of
an effective AMA compliance program. Furthermore, according to a 2012
survey carried out by the JFTC, of the companies who responded that they had
conducted audits in regards to the AMA, 14% said that they had detected
cases that could potentially lead to violations of the AMA through these
audits.

It’s believed that carrying out these audits is an effective way to prevent
AMA violations, as it’s expected that they will make executives and employees
refrain from directing or carrying out actions that are violations of the AMA
due to fear of them being detected in the future.

It’s possible to use audits on the AMA, involving the inspection of
agreements and other instruments of consensus (such as contracts and
memoranda), minutes and memos from various meetings and gatherings
(including internal meetings like Board of Directors or management meetings,
as well as meetings or gatherings with competitors, customers or business
partners), internal authorization documents such as internal approval request
documents, and internal reporting materials like sales daily reports, evidential
sample inspections of applications, approvals and reports related to contact
with competitors, as well as invoices and receipts for travel expenses and
entertainment expenses, keyword searches (hereinafter referred to as "Email
Monitoring")lﬂ of the history of message applications such as email, chat and
social media, and questionnaires and interviews with executives and
employees, to check the existence of conduct that violates the AMA, including
private monopolization and unfair trade practices and the state of compliance
with internal rules on contact with competitors, as well as to check to see if

there are circumstances that are indicative of the possibility of AMA violations

4 ICN Survey Report (Note 11 above), p. 11.

452012 JFTC’s Survey Report (Note 10 above), p. 37.

4 Great care is needed when conducting audits of executives’ and employees’ PCs, smartphones, etc. and internal investigations
(Part II, 3., (4)) to ensure that there are no infringements on their privacy or violations of the Personal Information Protection Act.
Therefore, it is advisable to take measures during normal times in order to ensure against this during audits and internal
investigations (Part Il, 3., (4)) by, for example, clearly stating the company’s audit and investigation authority in the internal rules,
and obtaining executives’ and employees’ written agreement to abide by these internal rules.

Furthermore, in recent years, due to the spread of remote work, the use of personally owned PCs and smartphones for work has
increased, and it’s possible that these personally owned devices are used for information sharing that leads to cartels and bid-rigging.
Therefore, it’s advisable that each company designs and implements appropriate internal rules during normal times in relation to
the use of these devices for work, and establishes the principles for examining personally owned PCs and smartphones during audits
and internal investigations (Part I, 3., (4)).
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taking place, by analyzing accounting data on travel expenses, entertainment
expenses, etc., and data on the company’s successful bid rate in public tenders.

Regarding Email Monitoring in particular, technologies have recently
advanced that can use Al to screen and extract emails suspected of being
related to the AMA violations. When conducting Email Monitoring, the
volume of emails and other documents can be enormous, and checking every
single one manually would require an immense amount of resources. By
contrast, leveraging this kind of Al allows for an audit to be conducted simply
by having personnel visually review only the emails and other documents that
have been screened and extracted by the Al. This is considered highly useful,
as it is expected to lead to benefits like improved audit accuracy and reduced
audit time. Al-powered Email Monitoring is typically conducted in the

following steps:

1) Creation and Training of Training Data (This involves creating and training a
model using email data that includes a competitor's name or domain, and
keywords that suggest involvement in an AMA violation, such as "price" or
"adjustment.")

2) Al Scoring of Target Emails

3) Review of High-Scoring Emails

4) Verification of Scoring Accuracy (specifically, whether any problematic

emails were missed)

In terms of frequency, this process can be conducted continuously (e.g.,
checking a certain number of emails or all emails above a certain score daily)
or periodically (e.g., once every two months, quarterly, or annually). The costs
associated with implementation vary depending on the specific circumstances
of each company, as the required investment will differ based on the extent to
which a company hopes to improve audit accuracy and reduce audit time. By
actively disseminating the fact that such Email Monitoring is being conducted,
companies can expect a deterrent effect, as it may discourage problematic

exchanges with competitors on company-provided devices. However, this also

47 According to the "Fact-finding Survey on the Status of Design and Implementation of an Antimonopoly Act Compliance Program
in Companies" (hereinafter referred to as the "2025 JFTC Survey Report"), published by the JFTC in June 2025, on page 63
(https://www.jftc.go.jp/en/pressreleases/yearly-2025/June/250620.html), some companies have begun using Al in their
Antimonopoly Act audits, specifically for Email Monitoring. In addition to Email Monitoring, the report also found cases where:

- Generative Al was used to research audit items and other topics when formulating an audit plan.

- Al was used to detect anomalies in expense reports, such as those for travel and entertainment.
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carries the risk that such exchanges may simply move to personal devices not
subject to the audit. Therefore, each company should carefully consider
whether or not to actively publicize its use of Email Monitoring.

Furthermore, regarding audits on the AMA, in order to prevent anything
hindering the detection of AMA violations like acts of collusion, etc., it’s
advisable that the internal audit department or person in charge of the third
line conducts the audit from a position of independence from the business
departments of the first line and the department or person in charge of
compliance of the second line (in addition to audits by the internal audit
department or person in charge, audits may also be carried out by the
business departments of the first line and the department or person in charge
of compliance of the second line, as part of their own independent risk-
management activities).

In addition, as some opposition and resistance from executives and
employees may be expected when conducting audits, it’s advisable to give
advance notice of an audit to the department in question, and for top
management to show some initiative if necessary and ask the executives and
employees concerned for their understanding and cooperation. On the other
hand, if there is a concrete suspicion of an AMA violation and there is a danger
of obstruction by executives and employees, such as the destruction,
concealment or manipulation of evidence, or the coordination of their stories
beforehand, it’s advisable to carry out unannounced audits as well.

As well as all of the above, it’s also advisable that the department
conducting the audit compiles the results of the audit into a report and
presents this report to all relevant parties such as top management, the
compliance officer and the compliance committee, and properly stores and
manages this report and the materials used in the audit as records.

In SMEs, independent internal audit departments or persons in charge are
often not established, and therefore, it is considered impossible or difficult to
conduct audits regarding the AMA. However, it is advisable to conduct
monitoring from an AMA perspective to the extent possible within the course
of daily business activities. For example, this can be done by checking for AMA
issues when reviewing sales daily reports or records of expense
reimbursements.
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C.

Examples of Good Practices

The following examples of good practices were found from questionnaires

and interviews in past fact-finding surveys carried out by the JFTC, and it’s

hoped that these efforts will be used for reference by companies for

appropriately conducting audits on the AMA in accordance with their own

actual situation and risk of AMA violations.

[Examples of audits related to the AMA (excluding those utilizing Al)]

In addition to the audit conducted once a year by the internal audit
department, the sales department conducts a self-audit twice a year.
These self-audits by the sales department have further increased
awareness within the sales department, and improved the management
of evidentiary materials.

Compliance with the rules for contact with competitors is audited in all
business units. However, since it is not possible for the legal department
to monitor the status of design and implementation of the rules in all
business units, voluntary inspections in each business unit are conducted
in combination with sampling inspections by the legal department. If an
error is found in a sampling inspection, the legal department conducts an
on-site inspection, provides guidance to the audited unit as necessary, and
reports the results of the on-site inspection to the compliance committee.
The legal department is auditing the daily business reports in the wake of
the occurrence of problems related to the AMA. In conducting audits,
daily business reports that are likely to be related to the AMA are
extracted by searches using keywords set based on past problematic cases,
and the legal staff visually checks each report to see if there are any
problems under the AMA, and if there are doubts under the AMA or if
there are insufficient descriptions, the legal staff provides feedback with
comments. In addition, the legal staff sometimes uses cases extracted
from the daily business reports as subjects for in-house training on the
AMA to explain the views on such cases under the AMA.

In audits, we check on the state of affairs regarding a variety of matters
including compliance with internal rules related to the AMA, contact with
our competitors, the implementation of training on the AMA, the
implementation of self-checks regarding AMA compliance, and the

utilization of entertainment expenses.
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In audits, a legal counsel who handles AMA matters conducts interviews
with the heads of each department and gives questionnaires to all the
employees, to carefully check that AMA violations, or the exchange of
information that could lead to AMA violations, are not taking place.

Every month we check the success rate of our company’s bids for public
work projects, and if the success rate is 90% or over we investigate the
decision-making process for the price of our bid, and confirm that there

were no AMA violations.

[Examples of Al utilization in Email Monitoring concerning the AMA ]
As part of measures to prevent recurrence related to AMA violation cases,
daily email monitoring was initiated. Initially, the number of emails
subject to monitoring reached several thousand per day, requiring an
enormous amount of time and effort for executives and employees to
manually review all of them. Therefore, Al was introduced with the aim of
improving operational efficiency and accuracy, resulting in a reduction of
the emails that executives and employees need to manually check to
around one hundred. Although the burden on executives and employees
is not completely eliminated, it has been significantly reduced, allowing
the freed-up time to be allocated to other AMA compliance-related
initiatives.
When creating training data for Al learning, keywords selected in
consultation with external legal counsels and outsourced service
providers—such as names and domain names of competing companies,
as well as terms suggesting involvement in the AMA violations like “price”
or “adjustment”—are used to narrow down the target email data. From
this subset, emails deemed highly important are extracted and used as
training data.
By training the Al with the prepared training data, the Al assigns a score
to each target email based on the risk of the AMA violations. The
responsible staff then review emails with scores above a certain threshold
on a daily basis.
In order to check whether emails of high importance were missed, emails
extracted by random sampling from email data that was not visually
checked were visually checked.
As part of efforts to improve the accuracy of Al scoring, we hold regular
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meetings with our outsourced service provider to discuss the Al scoring
results alongside the actual email reviews conducted by our staff. During
these meetings, we communicate our requests, such as asking the Al to
respond to additional keywords like “O O.” In addition, while
conducting email monitoring, we also collect emails considered to have a
high risk. Based on our requests and the newly collected emails, the
outsourced service provider performs tuning to enhance the accuracy of
the Al scoring.

We actively inform executives and employees about the implementation
of Al-based Email Monitoring to demonstrate a strong commitment both
inside and outside the company to never repeat the AMA violations, to
deter interactions with competitors that could pose issues under the AMA,
and to complement other AMA compliance-related measures.

Regarding email monitoring, the company’s internal rules explicitly state
that employees’ emails may be subject to review. However, the company
does not actively inform executives and employees of the implementation
of Al-based email monitoring, as there are concerns that doing so could
lead to communications with competitors that may pose issues under the
AMA being conducted via personal devices. From the perspective of
ensuring the effectiveness of audits, active disclosure has therefore been

avoided.

[Examples of Al applications beyond Email Monitoring concerning the AMA]
When formulating the audit plan, we utilize interactive generative Al to
conduct investigations in order to ensure that no audit items are
overlooked.

We utilize Al to detect anomalies in travel expenses, entertainment
expenses, and other related costs. Specifically, when the Al detects
anomalies related to travel and entertainment expenses involving
competitors or industry associations based on text information such as
amounts, frequency, and transaction data, internal audits are conducted
with attention to potential inappropriate contacts with competitors. The
Al is developed and operated by our in-house technology department,
and the results of internal audits are fed back to the Al for learning,

thereby improving its accuracy.
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[Examples of efforts at global companies]

We have a system in which the global leader for internal audits, who is
under the direct supervision of the Group CEO, supervises the regional
leaders of Asia, Europe and North America, and the audit department of
each region conducts an audit of the group companies in their respective
regions. For the audits, we have established key audit categories that are
the same all around the world.

We selected products that were in oligopolistic markets, even
internationally, and the legal department carried out verification. In order
to look for points of contact with competitors, we checked the usage of
food and drink expenses, and we carried out work to investigate the
decision-making process for bids and estimates to check that information

sharing about prices was not occurring.
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(2)

Design and Operation of a Whistleblowing System

A. Check Points

[0 Has a whistleblowing officer been designated, and have the necessary

systems and other measures been put in place to appropriately handle
internal whistleblowing disclosures, in accordance with Article 11,
paragraphs 1 and 2 of the Whistleblower Protection Act, as revised in
20207

Has a culture and organizational climate been developed in which it is easy
to speak up if executives and employees see or hear about violations of
the AMA?

Is the whistleblowing system easy for executives and employees to use, as
a result of measures such as establishing external whistleblowing contact
points, expanding reporting channels, and allowing anonymous
reporting?

Are the ways to use the whistleblowing hotline, and the processes for how
reports are dealt with after they are received, easy to understand and well
communicated to executives and employees?

Are the names of whistleblowers and the details of their reports kept
strictly confidential?

Are whistleblowers subjected to retaliation or any other unfavorable
treatment?

Is whistleblowing dealt with appropriately in accordance with pre-
established processes, and are the results fed back to executives and
employees in good time?

Is the usage record of the whistleblowing system periodically analyzed,

and is this analysis used to improve the system?

Significance

If an executive or employee sees or hears about an AMA violation in their

surroundings, it’s thought that first they should consider using the normal
reporting line in their department or organization and report to or consult
with their superior. However, if their superior is the one directing the AMA
violation, or if the AMA violation is an organizational problem involving upper
management higher than their own superior, then nothing will happen even
if they report it to or consult with their superior, and they have the worry that

they may be harassed or receive unfavorable treatment, so it is difficult for
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those executives and employees to use the above reporting line and report it
to their superior.

In cases like this, if the company has another appropriate contact to report
to or consult with outside of the normal reporting line, it’s possible that the
company will be able to find out about the AMA violation at the point in time
that the executive or employee sees or hears about it. However, if the
company doesn’t have an appropriate contact, the AMA violation may be left
unaddressed and the damage and losses the company may face from the AMA
violation are likely to increase. Therefore, it’s important to design and operate
an appropriate whistleblowing system that enables employees to go outside
of the normal reporting line and report to or consult with relevant
departments such as the compliance department, so that the company can
get to grips with AMA violations as quickly as possible.

An ICN Survey Report on compliance found that 50% of the competition
authorities, and 69% of NGAs, who took part in the survey, stated that
detecting, reporting, auditing and monitoring were important components of
an effective AMA compliance program. Furthermore, in a 2023 fact-finding
survey carried out by the Consumer Affairs Agency, the percentage of
respondents among enterprises that had introduced a whistleblowing system
who cited “whistleblowing from employees, etc. (reports to contact points and
management)” as the most common first step for detecting improprieties was
68%, which was the highest and 20 percent points exceeded “Routine work
checks by supervisors and work reports from employees, etc.,” which was in
second place with 45% and “internal audits (audits inside the organization by
the internal audit department),” which was in third place with 42%.

In addition to the above, it’s thought that designing and operating an
effective whistleblowing system is also an effective way of preventing AMA
violations, as it’s expected that executives and employees will refrain from
becoming involved in AMA violations due to the fear of other executives and
employees’ whistleblowing on them.

In regards to the design of a whistleblowing system, Article 11, paragraphs
1 and 2 of the 2020 Revised Whistleblower Protection Act imposes an

obligation on enterprises to designate a person who performs the business of

48 |CN Survey Report (Note 11 above), p. 11.

4 The Consumer Affairs Agency “2023 FY Survey Report of Whistleblowing Systems in Private Businesses” (2024), p. 68
(https://www.caa.go.jp/policies/policy/consumer_partnerships/whisleblower_protection_system/research/assets/research_24041
8_0002.pdf).
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dealing with whistleblowing disclosure as a person engaged in the business
and establish a system necessary for appropriately dealing with
whistleblowing disclosures from the inside of the enterprise and to take all
other necessary measures (for enterprises who usually employ 300 workers or
less there is an obligation to make a sincere effort). In regards to these
“necessary measures,” the Consumer Affairs Agency published guidelines
based on Article 11, paragraph 4 of the same Act, and the first thing companies
need to do as a minimum effort is to design a system based on these guidelines
in accordance with the company’s actual situation.

On top of that, as it would be meaningless to design a whistleblowing
system if executives and employees do not think about using it when they see
or hear about real violations of the AMA, it’s important to not only formally
design a system in accordance with the above guidelines, but also that the
existence and details of the whistleblowing system is well-known among
executives and employees, and that the system is utilized, and this can be

achieved with the following ideas.

<ldeas to develop a culture and organizational climate in which it is easy to
speak up>

To develop a culture and organizational climate in which it is easy to speak
up when executives and employees see or hear about an AMA violation, it’s
important that people are encouraged to appropriately report it to or consult
with the normal reporting line in their department or organization or contact
points for receiving whistleblowing by messages from top management (Part
I, 1., (1)), and the code of conduct (Part Il, 1., (3)).

%0 The Whistleblower Protection Act, as a law related to the protection of citizens’ lives, health and property, provides protection
for people who report the truth about acts that are subject to criminal penalties or administrative fines under laws stipulated in an
attached table of the Whistleblower Protection Act and other governance ordinance (Article 2, paragraph 3 of the same Act), which
also includes the AMA. Therefore, it should be noted that reports regarding real violations of the AMA may also be protected as
“whistleblowing” (Article 2, paragraph 1 of the same Act) under this Whistleblower Protection Act.

51 In the guidelines, (Guidelines Based on the Whistleblower Protection Act (2021 Notification of the Cabinet Office No. 118)
(https://www.caa.go.jp/policies/policy/consumer_system/whisleblower_protection_system/overview/assets/overview_210820_0
001.pdf)) it states that business must take a number of measures including measures to establish a contact point for receiving
whistleblowing, measures to ensure independence from the head of the organization and other executives, measures related to the
implementation of operations to respond to whistleblowing, measures related to eliminating conflicts of interest in operations to
respond to whistleblowing, measures to prevent unfavorable treatment, measures to prevent outside sharing, measures for
educating workers, executives, employees and retirees, measures related to the notification of corrective actions, measures related
to the retention of records, measures related to the release of information about reviews, improvements, and operational
achievements to executives, workers, etc., and measures about formulating and implementing internal rules. The Consumer Affairs
Agency has also published an explanation of the guidelines (https://www.caa.go.jp/policies/policy/consumer_partnerships/whisle
blower_protection_system/overview/assets/overview_211013_0001.pdf) and it is advisable to also refer to this explanation when
designing a system in accordance with the guidelines.

86


https://www.caa.go.jp/policies/policy/consumer_system/whisleblower_protection_system/overview/assets/overview_210820_0
https://www.caa.go.jp/policies/policy/consumer_partnerships/whisle

Tentative Translation

<ldeas to improve the user-friendliness of the whistleblowing hotline>

In order to improve the user-friendliness of the whistleblowing hotline, it’s
advisable to allow people to report anonymously by telephone, FAX, email,
reporting forms on the company’s intranet, mail, and even by setting up
contact points for receiving whistleblowing outside the company such as law
firms, etc.

Furthermore, global companies should consider introducing a global
whistleblowing system that can deal with all the main languages that are used
within their companies.

<ldeas to improve people’s knowledge and awareness of the whistleblowing
hotline>

In order to improve people’s knowledge and awareness of the
whistleblowing hotline it’s important to include information about the name
of the department and person in charge of the contact point for receiving
whistleblowing, ways of using the whistleblowing hotline (including the
telephone/FAX number, email address, company’s intranet URL, address, etc.),
how a whistleblowing is dealt with and the response process, etc., in the code
of conduct and AMA compliance manual (Part I, 1., (3)), in a way that is easy
to find and understand, and to use occasions like in-house training (Part Il, 2.,

(2)) to disseminate that information to executives and employees.

<ldeas to improve trust in the whistleblowing hotline>

In order to improve trust in the whistleblowing hotline, it’s important that
the names of the whistleblowers and the details of their reports are kept
strictly confidential, that the whistleblowers are not subjected to any
retaliation or unfavorable treatment, and that all the reports received are
dealt with appropriately in accordance with processes that have been
established in advance, and that the results are fed back to executives and

employees in a reasonable time.

52 |If a global whistleblowing system is going to be introduced, it might be worth considering outsourcing the contact point to an
outside company that can provide multilingual support, however this might require large costs due to language issues and time
differences. If it is difficult to introduce a global whistleblowing system due to these language and time difference issues, possible
solutions may include setting up a whistleblowing hotline at each regional headquarters and receiving reports from them about
these whistleblowing systems, or limiting the ways executives and employees of overseas subsidiaries can report issues to just emails,
but at the very least, it is advisable to properly share information among the departments in charge of the overseas subsidiaries, etc.,
during normal times.
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In addition to all of the above, it is also important to periodically analyze
the usage records of the whistleblowing system and use this analysis to

improve the system.

While SMEs, as defined in the paragraphs of Article 2, paragraph 1 of the
Small and Medium-sized Enterprise Basic Act, are not subject to the
mandatory requirements of Article 11, paragraph 2 of the Whistleblower
Protection Act (WPA)—making them an obligation to make efforts under
Article 11, paragraph 3 when they have no more than 300 regular
employees—it is equally important for SMEs to establish and publicize an
whistleblowing hotline to quickly identify facts, such as violations of the AMA,
within the company. Although it is generally considered difficult for SMEs to
designate a person engaged in the activity of dealing with whistleblowing
disclosures as stipulated in Article 11, paragraph 1 of the WPA, they could
consider receiving whistleblowing reports by setting up mechanisms such as
an anonymous suggestion box or a dedicated email address.

On the other hand, since SMEs have fewer executives and employees
compared to large companies, the environment makes it easier to identify the
reporting individual. Consequently, it's believed that a significant number of
executives and employees harbor psychological resistance to using a
whistleblowing hotline. Therefore, when establishing and publicizing a
whistleblowing hotline within an SME, it is crucial to thoroughly enhance
reporter protection, while also working to cultivate an open organizational
culture and strengthen internal communication to make it easier for
employees to report or consult with their supervisors. Measures to strengthen
internal communication could include, for example, the top management or
supervisors regularly holding one-on-one meetings with subordinate staff to

communicate about daily operational concerns and other issues.

C. Examples of Good Practices
The following examples of good practices were found from questionnaires
and interviews in past fact-finding surveys carried out by the JFTC, and it’s
hoped that these efforts will be used for reference by companies while
designing and operating a whistleblowing system in accordance with their

own actual situation and risks of AMA violations.
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[Examples of revising the whistleblowing system in response to revisions of
the Whistleblower Protection Act]
We are revising the whistleblowing system in accordance with changes in
social conditions and the law, such as the revision of the Whistleblower
Protection Act in 2020. We are incorporating the opinions of legal
counsels into our revision of the whistleblowing system, and are striving

to create a system that reflects the true intent of the law.

[Examples of efforts to develop a culture and organizational climate in which

it’s easy to speak up]
When a problem occurs in the company, it is a general rule to report to
and consult with one’s superior using the business reporting line, and it
has become the culture of our company. The whistleblowing system is
positioned as a system to supplement the business reporting line in the
event of problems that cannot be reported to or consulted on with one’s
superior.
We encourage our employees to promptly report to or consult with their
immediate superior or the relevant department, without hesitation, if
they think that the company’s actions are deviating from, or may deviate
from, the law or our code of conduct, and they can report or consult safely
in the knowledge that their privacy will be properly protected, and it is
well known that if there is any retaliation against the report or
consultation then all the facts will be investigated and the matter will be
put right.
The rules for compliance with the AMA stipulate that it is the duty of
executives and employees to report when they see or hear AMA violations
around them, and it is also possible to impose disciplinary measures on
them for violations of that duty. On the other hand, it is important to be
able to raise issues properly when they arise, without imposing the duty.
In order to create an organizational culture that welcomes the raising of
issues, top management always gives priority to compliance and sends a

message that issues raised must be directly addressed.

[Examples of efforts to improve the user-friendliness of the whistleblowing
hotline]

We set up a contact point at a law firm as reporting was difficult when it
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was only through our company’s whistleblowing system, and this resulted
in a big increase in the number of reports.

We have established a whistleblowing hotline in our compliance
department, and made it so that people can report anonymously, as well
as by telephone, FAX, email, in writing, and in-person.

If the whistleblower discloses their name and contact details, we always
contact them and try our best to resolve the issue. If the report is made
anonymously, we investigate it as much as possible and try and take all

necessary measures.

[Examples of efforts to improve understanding and awareness of the

whistleblowing hotline]
When cartel activities or other AMA violations are discovered, top
management issues messages encouraging employees to speak up using
the whistleblowing system. Additionally, it is clearly stated in the AMA
Compliance Manual and other materials that AMA violations are subject
to whistleblowing and specifying the reporting channels for suspected
violations. These materials are distributed, and the whistleblowing
channels are communicated through orientation training for new hires,
training by employee level, and e-learning.
We distribute a card to all of our employees with the telephone number,
email address, and postal address of the contact for reports or
whistleblowing.
In addition to messages from top management, we promote the
whistleblowing hotline using posters, leaflets, in-house digital signage,
and other means.
The internal whistleblowing hotline for suspected compliance violations,
including AMA violations, is posted on the company intranet. Additionally,
once a year, we conduct a survey of all executives and employees to
measure awareness of the whistleblowing hotline, which also serves as an

opportunity to further promote the hotline.

[Examples of efforts to improve trust in the whistleblowing hotline]
Our internal rules stipulate that the whistleblower’s information must be
kept strictly confidential, prohibits searching for the whistleblower, and

prohibits the dismissal or unfavorable treatment of the whistleblower, as
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well as stipulating remedies if any of these rules are violated. By conveying
this to the whistleblower, they know that their ideas will be properly
listened to while we deal with their report.

When a contact point receives whistleblowing, it is reported to the
company president and the compliance officer, and an internal
investigation is carried out under their direction. Corrective measures and
preventative measures are then taken within the company if the result of
the investigation requires them, and the whistleblower is also separately
informed of the result of the investigation and the corrective measures.
In order to further enhance the independence of response to
whistleblowing concerning senior managers, we ensure that such
whistleblowing is reported only to the audit & supervisory board, and that
response is carried out under the advice and monitoring of the audit &

supervisory board.

[Examples of efforts at global companies]

Hotlines have been established inside and outside the organization to
receive whistleblowing and requests for advice (including anonymous
ones) from the entire group (including retirees and contract workers) as
well as from customers and business partners. These hotlines are available
in 14 languages for 24 hours a day throughout the year. They are widely
used by making them known mainly through messages sent by top
management on a regular basis and compliance training.

We have outsourced a contact point to a specialized company or a law
firm that can provide multilingual support and is shared among the group,
so that it can be used by employees of our overseas subsidiaries.

As a general rule, as well as each company establishing its own helpline,
we have also set up a general shared helpline in each country and region
such as in Japan, Europe, North America, China, and South Korea. As a
result, when we received reports from overseas subsidiaries purporting
that competitors had made contact, we were able to instruct them on how
to deal with it appropriately, and prevent becoming involved in any

violations of competition law.
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(3) Introduction of an Internal Leniency System about the AMA
A. Check Points

[0 Has the company introduced an internal leniency system that allows for
the reduction or exemption of disciplinary measures for those who
voluntarily report about their involvement in AMA violations and
cooperate with internal investigations?

[0 Are the conditions and details for reductions and exemptions of
disciplinary measures by an internal leniency system clearly stated in the

internal rules etc.,, and have these been properly disseminated to

executives and employees?

B. Significance

Audits on the AMA (Part Il, 3., (1)) and the whistleblowing system (Part I,
3., (2)) enable companies to obtain information about AMA violations
occurring within their company at an early stage, which is important for not
only promptly stopping the AMA violation, but also as a means for applying to
the JFTC for the Leniency Program. In addition, Japan’s Leniency Program has
introduced a reduction system for cooperation in investigation, and the
reduction rate applied is determined by the order of the application for
leniency, including the voluntary reporting of AMA violations, as well as the
degree to which the company’s cooperation contributed to revealing the truth
of the case. Therefore, in order to receive an exemption or a higher reduction
rate for surcharges related to cartels and bid-rigging, it’s important to make
the designated application to the JFTC ahead of the company’s competitors,
and to cooperate with the JFTC’s investigation. In regard to this point, it’s
thought that the executives and employees who will have the most important
information about the AMA violation are those who are personally involved in
those violations, but they have little incentive to voluntarily report their
involvement and cooperate in an internal investigation as they may be subject

to disciplinary measures if their personal involvement is detected.

53 In the reduction system for cooperation in investigations, the business that applies for the Leniency Program discusses and comes
to an agreement with the JFTC about the reduction rate based on their planned reporting of the facts and the contents of the
materials to be submitted, and if they report the facts and submit the materials as stipulated in the agreement within the stipulated
period of time, then they can receive the reduction rate stipulated in the agreement.

In addition, although the first business to apply for the Leniency Program before the start date of an investigation by the JFTC is
eligible for a full exemption of the surcharges, and so is not subject to the reduction system for cooperation in investigations, the
JFTC can still request that the business submits additional materials and reports additional facts related to the AMA violation (Article
7-4, paragraph 6 of the AMA), and if the business fails to report these facts or submit these materials in response to the request, or
submits false facts or false materials, then that business will no longer be eligible for the Leniency Program (Article 7-6, paragraph 2
of the AMA), so the business is required to cooperate proactively with the JFTC’s investigation of the case.
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Consequently, it’s advisable to introduce an internal leniency system that
allows exemptions or reductions of disciplinary measures for executives and
employees who voluntarily report their involvement in AMA violations and
cooperate with internal investigations, as a system that gives incentives to
executives and employees to voluntarily report and cooperate with internal
investigations in regard to their involvement in AMA violations.

However, it’s possible that this may lead to a moral hazard as, depending
on the details of the internal leniency system, executives and employees may
exploit the fact that the system allows for exemptions and reductions of
disciplinary measures and intentionally become involved in AMA violations,
knowing that they will receive reductions and exemptions from disciplinary
measures if they voluntarily report the facts afterwards. Therefore, it’s
advisable to carefully consider the conditions and details for reductions and
exemptions, and to ensure that they are consistent with existing internal
disciplinary rules, etc.

Also, if an internal leniency system is introduced, unless executives and
employees involved in AMA violations are fully aware that there is some scope
that allows for their disciplinary measures to be reduced or exempted, it’s
possible that they will hesitate to voluntarily make a report or cooperate with
internal investigations. Therefore, in order to encourage these executives and
employees to voluntarily report violations and cooperate with internal
investigations, it’s advisable to clarify the details and conditions for
exemptions and reductions of disciplinary measures in the internal rules, etc.,
and to ensure that this information is adequately disseminated.

According to a 2025 survey carried out by the JFTC, 54% (excluding the
response of the “others”) of companies that responded to the survey said that
they would consider reducing the disciplinary measures for an executive or
employee involved in an AMA violation if they voluntarily reported that fact
as required. However, only 32% of these companies who said they’d consider
reducing the disciplinary measures said that this policy was well-known within
their company, so it’s advisable to clarify all of the details of the system and
ensure that they are properly well-known when introducing an internal

leniency system.

It may be worth considering the implementation of an internal leniency

542025 JFTC Survey Report (Note 47 above), p. 71.
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program within SMEs to promote the voluntary self-reporting of the AMA
violations and cooperation with internal investigations. However, as stated in
Part Il, 3., (2) above, it's believed that the psychological resistance to making
a voluntary self-report is greater in SMEs than in large companies. Therefore,
measures similar to those described in Part Il, 3. (2) above are considered

crucial.

C. Examples of Good Practices
The following examples of good practices were found from questionnaires
and interviews in past fact-finding surveys carried out by the JFTC, and it’s
hoped that companies will use these efforts for reference while proceeding
with the introduction of an internal leniency system in accordance with their

own actual situation and risks of AMA violations.

[Examples of an internal leniency system being introduced]
Our rules on corporate ethics state that people who report about their
own AMA violations will be exempt from disciplinary measures for that
violation, or receive reduced disciplinary measures.
We clearly state the Internal Leniency System related to the AMA in the
detailed regulations on a reduction and exemption of disciplinary
measures. The detailed regulations provide that if a person who makes a
voluntary report fulfills his or her duty to cooperate with the company and
the reported information contributes to the mitigation of damage
suffered by the company, the person may be granted a reduction of or
exemption of disciplinary measures in consideration of the timing of
voluntary reporting, the value of the information provided (such as new
information), and the degree of contribution to reducing the damage
suffered by the company. The timing of the voluntary report is included as
a factor to encourage prompt reporting by employees involved in the AMA
violation. Additionally, users of the internal leniency system are required
to cooperate in subsequent investigations to ensure the effectiveness of
fully clarifying the situation.
We’ve made it so that the first person who makes a report about
committing or being involved in an AMA violation can be exempted from
disciplinary measures.

Our rules clearly state that if a person makes a voluntary report about
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being involved in AMA violations, and that report prevents an AMA
violation before it happens, or enables the company to apply to the JFTC
for the Leniency Program and receive reduced dispositions by
administrative agencies, then that whistleblower will receive exemptions

or reductions from disciplinary measures.
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(4) Appropriate Response to Suspected Violations of the AMA
A. Check Points

O

Are appropriate responses quickly carried out if a suspected violation of
the AMA arises, such as considering applying to the JFTC for the Leniency
Program or cooperating with the JFTC’s investigation?

When conducting an internal investigation into the facts, are similar cases
also thoroughly investigated so that the whole story of AMA violations in
the company is revealed?

When an AMA violation is detected, is there a thorough analysis of its root
causes, and are effective measures to prevent recurrence formulated and
implemented to ensure that it doesn’t happen again?

Is there a manual that compiles and summarizes what to do if there is a
suspected AMA violation, including information on the system, internal
reporting lines, reporting procedures, the department or person in charge
of internal investigations of the facts, how to use the Leniency Program
and the reduction system for cooperation in investigation, and how to
consult with the JFTC, and has this manual been properly shared among
all relevant parties?

Are there training and simulations periodically carried out during normal
times, so that the company can respond in accordance with the manual

mentioned above if suspected violations of the AMA suddenly arise?

Significance

If suspicions of AMA violations arise from audits on the AMA (Part Il, 3.,

(1)) or the whistleblowing system (Part Il, 3., (2)), it’s thought that the more a

company delays its response for dealing with the AMA violation, the harder it

becomes to avoid or reduce the losses that the company will have to bear.

Therefore, it’simportant that a company responds promptly and appropriately

after a suspected AMA violation arises.

It’s thought that the best course of action after a suspected AMA violation

arises will vary greatly depending on the specific details of the individual case,

but in general it’s advisable to keep the following points in mind.

(A) The Initial Response After a Suspected AMA Violation Arises

As previously mentioned in Part I, 3., (3), in order to receive an

exemption from, or a larger reduction of surcharges for cartels or bid-
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rigging, it’s important to apply to the JFTC ahead of the company’s
competitors, and to cooperate with the JFTC’s investigation of the case.

Therefore, it’s important if a suspected AMA violation arises to swiftly
report it to top management, the compliance officer, or the person in
charge of compliance, and that an internal investigation into the facts is
quickly and appropriately carried out under their supervision, in
preparation for applying to the JFTC for the Leniency Program and
cooperating with the JFTC’s investigation.

When applying to the JFTC for the Leniency Program, in addition to
submitting a written report in a prescribed format, materials related to the
AMA violation also need to be submitted. Furthermore, in the reduction
system for cooperation in investigations, the more the details of the report
and the submitted materials “the degree of contribution to revealing the
truth of the case,” the higher the rate of reduction that can be applied is.

Therefore, when carrying out internal investigations into the facts, it’s
important to collect and preserve as much abundant and extensive
objective evidence as possible, including transaction records of the
concerned goods and services, competitors’ business cards, agreements
and other instruments of consensus (such as contracts and memoranda),
minutes and memos from various meetings and gatherings (including
internal meetings like Board of Directors or management meetings, as well
as meetings or gatherings with competitors, customers or business
partners), internal authorization documents such as internal approval
request documents, and internal reporting materials like sales daily reports,
evidence of applications/approvals/reports related to contacts with
competitors, evidence of invoices and receipts related to travel expenses,
transportation expenses, entertainment expenses, etc., notes, notebooks,
memo pads, telephone records, emails and records of social media chats,
etc. In addition, if people suspected of being involved in AMA violations
are interviewed, it’s important to create a proper written statement

containing details about the result of the interviews.

5 For an example of materials that should be collected and preserved in an internal investigation into the facts, please refer as
appropriate to the “Example of submission materials” that is published on the JFTC’s website (https://www.jftc.go.jp/dk/seido/
genmen/genmen_files/201221kisairei/shiryourei.pdf). Also, as mentioned in Note 46 above, it’s also necessary to pay great care to
ensure that internal investigations don’t infringe on the privacy of executives and employees and that there are no violations of the
Personal Information Protection Act.

6 Please refer as appropriate to the “Guidelines for preparing written statements” that is published on the JFTC website when
conducting interviews and preparing written statements (https://www.jftc.go.jp/dk/seido/genmen/genmen_files/201221kisairei/
shiryourei.pdf).
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In addition, acts like destroying, concealing, or manipulating
documents or materials related to an AMA violation are subject to
sanctions as acts that obstruct a JFTC investigation. Therefore, it’s
important that top management take the initiative when there is a
suspicion of an AMA violation, and quickly prohibit executives and
employees from destroying, concealing or manipulating materials related

to the AMA violation, and take appropriate measures to preserve them.

(B) Internal Investigations of Similar Cases to Reveal the Whole Story of
AMA Violations

If AMA violations are detected by audits (Part Il, 3., (1)) or the
whistleblowing system (Part Il, 3., (2)), it’s possible that it may be just the
tip of the iceberg. Therefore, even if the initial response to the first
violation that was detected is successful, another application to the JFTC
for the Leniency Program from a competitor may lead to the detection of
new AMA violations, and lead to the company incurring further and more
extensive losses due to AMA violations. Consequently, if one case of an
AMA violation is detected, it’s important to conduct thorough internal
investigations of similar cases under the assumption that it’s possible that
there are other violations occurring, to reveal the full story of AMA
violations taking place in the company, and to “remove all harms” to clean
up any corruption.

In addition, when conducting internal investigations of similar cases,
it’s important to gather an extensive amount of information about AMA
violations by giving a questionnaire to every executive and employee and
setting up a temporary contact point for receiving whistleblowing just for
the period of the internal investigation (it also might be worth considering
setting up an internal leniency system that is limited to the period of the

investigation).

(C) Analyzing the Root Causes of the AMA Violations and Formulating and
Implementing Measures to Prevent Their Recurrence

If it comes to light in society that there was a recurrence of an AMA

violation after the company has finished dealing with one AMA violation,

it may become known as a “company that doesn’t have any self-cleansing

ability,” or a “company that has difficulty continuing to do business without
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violating the AMA,” which causes a significant amount of damage to its
reputation, brand image, and the trust of its internal and external
stakeholders. Therefore, if an AMA violation is detected, it’s important to
carry out a thorough analysis of its root causes, and formulate and

implement preventative measures to ensure that there is never a

recu rrence.

(D) Preparing During Normal Times for the Suspicion of an AMA Violation
Arising

As stated above, if the suspicion of an AMA violation arises, it’s
advisable to quickly and appropriately carry out an internal investigation
into the facts in order to apply to the JFTC for the Leniency Program and
cooperate with their investigation. However, it is thought that it is not
necessarily easy for a company that has never had any prior suspicions of
AMA violations to respond in this way without any advance preparations.

Therefore, it is important that each company, during normal times,
compiles a manual with information about what to do if there is a
suspected AMA violation, including information on the system, internal
reporting lines, reporting procedures, the department or person in charge
of internal investigations of the facts, how to use the Leniency Program and
the reduction system for cooperation in investigation, and how to consult
with the JFTC, and ensures that this is properly shared among all relevant
parties.

Furthermore, if a company receives information about an AMA
violation through its whistleblowing system (Part Il, 3., (2)), it is expected
to go into an emergency response phase without any advance warning.
Therefore, in order for the company to be able to respond to the suspicion
of an AMA violation in accordance with its manual, it’s advisable that it
periodically carries out training and simulations to practice this during
normal times.

In addition to the above, it might also be worth considering making a

57 In Japan Exchange Regulation’s “Principles for Responding to Corporate Scandals” (February 24, 2016), it also states that “in
working to identify the root causes of a scandal, a company should first establish the necessary and sufficient investigative scope
and then go beyond simply examining phenomena and listing causal relationships on a superficial level. A proper investigation entails
looking closely at the deeper contextual background of the problem, finding hard facts, and delineating the fundamental causes at
the heart of the scandal,” and “to prevent a scandal from recurring, a company should formulate highly effective policies that directly
address the root causes of the issue and implement them swiftly and steadily.” (https://www.jpx.co.jp/regulation/public/nlsgeu
000001igbj-att/1-01fusyojiprinciple.pdf).

99


https://www.jpx.co.jp/regulation/public/nlsgeu

Tentative Translation

list of legal counsels and external legal counsels, etc., with specialist
knowledge and experience of the AMA, to create a system in which the
company can quickly consult with experts (Part Il, 2., (3)) (As described in
Part Il, 2., (3) above, in cases where a SME suspects an AMA violation, it
may be advisable to consult with their retained counsel or a familiar

attorney.).

C. Examples of Good Practices
The following examples of good practices were found from questionnaires
and interviews in past fact-finding surveys carried out by the JFTC, and it’s
hoped that companies will use these efforts for reference while appropriately

responding after the suspicion of an AMA violation arises.

[Examples of responses after a suspicion of an AMA violation arose]

In an internal investigation conducted after a suspected AMA violation
occurred in the company, top management sent a message saying, “The
profits obtained by violating the AMA are unnecessary. We will drive out
corruption to restore trust,” and made it known that disciplinary measures
would be reduced or exempted if AMA violations were voluntarily
reported. These efforts also lowered the hurdle for whistleblowing, and
as a result, a certain number of communications, including voluntary
reports, were received concerning AMA violations, leading to early
application for the leniency program.

An initial report on AMA violations was sent from a sales site to the
compliance department. The compliance department immediately
checked the facts and reported them to the top management. At this stage,
an external legal counsel was appointed to participate in subsequent
internal investigations and review of the response policy. The involvement
of the external legal counsel from the early stage of responding to the
emergency enabled us to achieve internal consensus on how to respond
to AMA violations, leading to an early application for the leniency program.
Since the time of occurrence of AMA violations, the structure of a
company with an audit & supervisory committee as defined in the
Companies Act has been adopted, and outside directors monitored and
supervised managerial decisions made by top management. Under these

circumstances, it is difficult to assume that top management will make a
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decision “not to apply for the leniency program,” and this is one of the
reasons that led to applying for leniency at an early stage.

Although the result of the internal investigation was a bit of a gray area,
top management decided that doing nothing wasn’t an option, so we used
the Leniency Program and were able to receive an exemption from any

surcharges.

[Examples of preparations for emergencies during normal times]
When a suspicion of an AMA violation arose, we immediately secured all
of the documents and electronic data of the department concerned and,
under the direction of a legal counsel, quickly interviewed the people
concerned and researched the relevant documents, and earnestly
responded to the authority’s investigation.
If someone comes across information that suggests a violation of the AMA,
that person has to immediately report it to the head of crisis management
through the head of their department. The head of crisis management
then quickly takes responsibility to set up an investigation team and
carries out an internal investigation. If an AMA violation is detected, then
they immediately get the CEQ’s approval and take all the necessary
measures to utilize the leniency system.
As we could potentially face heavy sanctions if employees destroy or
manipulate evidence in times of an emergency, we have created a manual
that explains this in easy to understand terms and made it well known to
all relevant persons in advance, to ensure that it doesn’t happen.
Since we did not have clearly defined internal procedures in place during
actual emergencies, we experienced significant difficulties when utilizing
the Leniency Program, ultimately missing out on eligibility for exemption
or reduction. Reflecting on this, based on our experience with emergency
situations, we recognized the necessity of having an emergency response
manual to ensure prompt fact-finding and proper cooperation in
investigations, which led us to create the manual.
When the leniency program was introduced into the AMA, we compiled a
manual to clarify the views on for what incidents we should or should not
apply for leniency. A person in charge is assigned to the manual, and the
necessity of revision is constantly checked. The manual also includes

information on how to assign a Digital Forensics Business Operator in the
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event of an emergency.
We have established a manual for responding to the procedures for

confirmations respecting specified items.

[Examples of efforts at global companies]

If we detect information that suggests the possibility of a violation of
competition law, it’s immediately reported to top management and we
quickly carry out an internal investigation in cooperation with our
domestic or overseas legal counsels, while considering utilizing the
leniency systems of different countries and regions’ competition
authorities. If a suspected violation of a competition law is detected at an
overseas subsidiary, they immediately contact the legal department of our
parent company, and we deal with it together.

Daily business activities are dealt with by each overseas subsidiary and
even if they were involved in litigation or a dispute, due to a lack of clearly
defined rules, it would tend to be handled just within the business
department and a report would only follow on later. Based on this, we
constructed a system so that if there was a serious incident, such as a
violation of competition law or a class action lawsuit, then this

information is immediately shared with the head office’s legal department.
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4,

Periodic Evaluation and Update of the Program
(1) Check Points

[J Is the AMA compliance program periodically evaluated and updated?

[0 Does the department carrying out the evaluation compile the results into
a written report and properly present it to relevant parties such as top
management, the compliance officer, and the compliance committee?

[0 Are the processes and results of the evaluation properly stored and

managed as records?

(2) Significance
As mentioned above in Part Il, 1., (2), the risk of AMA violations that each
company is facing continues to be constantly changing due to changes in each
company’s business contents, industry practices, competitors, regulatory
environment, etc., and it’s thought that individual executives and employees’
awareness of compliance will also change with the passing of time. An AMA
compliance program will in no way be flawless once it has been designed, and
for it to be truly effective it’s important that the program operates properly
during daily business activities, its effectiveness is periodically checked through
program evaluations, and it is updated as necessary if there are any points of the
program that need improvement, and then the updated program should be
operated and this same PDCA cycle should be continuously repeated (This also

applies to SMEs).

Diagram 6. Image of the Periodic Evaluation and Update of the Program

Design/ Updare
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When evaluating the program, it’s important to comprehensively assess
executives and employees’ level of understanding and awareness of each
component of the program, the status of compliance, the effectiveness of each
component and the degree of improvement in awareness and behavior of
executives and employees by checking materials related to the AMA compliance
program (internal rules, manuals, etc., minutes of the meetings of the board of
directors, board of auditors, management committee, compliance committee,
etc., evidence of applications, approvals, reports, etc., related to contact with
competitors, training materials and records of implemented training, records of
consultations related to the AMA, records related to disciplinary measures,
reports of the results of internal audits, records related to whistleblowing, etc.),
and conducting questionnaires and interviews of executives and employees
(it is also hoped that the check points listed in this guide will be used as
appropriate). If the evaluation finds some points in the efforts that are
inadequate, the program should be updated to make them adequate.

In addition, while it’s thought that the frequency of program evaluations will
differ for each company depending on the risk of AMA violations that they face
and the state of the design and operation of their program, it’s advisable to at
least carry one out at the time when the program has completed the cycle of
being designed and put into operation (and it’s also worth considering
conducting an evaluation at the time of a big change in the size or the scope of
the business through an M&A, etc., or when an AMA violation is detected and
an investigation is carried out).

Furthermore, it’s possible that the evaluation of the effectiveness of the
program may be conducted by the department or person in charge of
compliance from the second line, under the direction of the compliance officer
and the compliance committee, or by the internal audit department or person
in charge from the third line as an independent evaluation from an objective
perspective. Either way, it’s important that the person who conducts the
evaluation records and compiles the procedures and results of the evaluation

into a report, presents this report to top management, the compliance officer

8 In practice, examples can be found of questionnaires being given to executives and employees as “surveys on compliance
permeation,” etc. In these questionnaires, it’s important to collect the honest and frank opinions of executives and employees by
ensuring their anonymity by not requiring their names, and refraining from asking for too much detailed information that could lead
to identifying them through their job titles or the department that they belong to. It’s also important to gather answers that are as
objective as possible, by asking questions about the situation of others such as their superiors, colleagues and subordinates, rather
than the respondent’s own situation directly, and guaranteeing the principle that the answers will not adversely affect the
respondents’ own personal evaluation or the department that they belong to.
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and the compliance committee, and that this report is then used to update the

program.

(3) Examples of Good Practices
The following examples of good practices were found from questionnaires
and interviews in past fact-finding surveys carried out by the JFTC, and it’s hoped
that companies will use these efforts for reference while periodically evaluating

and updating their AMA compliance program.

[Examples of periodic efforts being carried out to evaluate the program]

We update each year the AMA compliance program established by the
board of directors based on the AMA Compliance Basic Rules and conduct
activities based on this program. We monitor and evaluate the details and
progress of quarterly activities through the preparation of a list of activities.
Quarterly reports are made to the compliance committee, the majority of
which consists mainly of outside directors and outside audit & supervisory
board members. When advice and opinions are expressed, the program is
updated as necessary. An external consultant is appointed to review and give
advice on the design and implementation of the program from a third-party
perspective.

In our internal audits, we check the state of our adherence to and operation
of the AMA compliance program (including the state of our compliance
training regarding AMA compliance and the prohibition of bid-rigging, our
requirements to collect written pledges from executives and employees,
adherence to our rules for contact with competitors, adherence to our rules
regarding joining and continuing to be in various organizations, and our
branch managers pledges regarding decision documents for bidding and
estimates), and guidance is given to achieve improvements if there are any
inadequacies. As well as the audited department that received the guidance
making the necessary corrections and improvements, other departments
also make similar corrections and improvements and this lateral deployment
of measures across departments enables us to continually carry out the

PDCA cycle with the aim of eliminating bid-rigging.
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[Examples of measuring improvements in awareness and behavior of executives

and employees]
We conduct a survey on compliance awareness every year. Since the year in
which an issue related to the AMA was recognized, we have added questions
on the extent to which personnel understood and were aware of the AMA.
The response rate of those who fully or sufficiently understand and are
aware of the AMA has increased by approximately ten percentage points
during the three years. Factors contributing to the improvement of the
degree of understanding are probably the implementation of various
measures on an ongoing basis, such as the implementation of a system of
prior approval for and after-the-fact reporting of contact with competitors
and the provision of training in seminar format by outside experts.
We conduct a compliance questionnaire survey once a year among all
executives and employees of our group companies, and the percentage of
executives and employees who replied that they were taking actions to
prevent AMA violations increased by approximately 18 percentage points
from the previous year. We believe that this is the result of steady training
activities. The results of the questionnaire led to the discovery of problems
at subsidiaries, which prompted us to apply for the leniency program.
In a questionnaire for all employees, the employees are asked about their
awareness of and attitudes toward compliance on a five-point scale. The
results of the survey are compared over the years by business unit and
across the business units. The executive in charge of business units whose
responses are relatively poor compared to other units is urged to take
corrective action and make improvements independently and on his or her

own responsibility.
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Conclusion

This guide was compiled based on the results of past fact-finding surveys,
guestionnaires and interviews conducted by the JFTC, and with reference to similar
guides about designing and implementing compliance programs for foreign competition
laws created and published by competition authorities in other jurisdictions, etc., to
outline the components of an effective AMA compliance program, and to introduce
examples of good practices of each of the components.

This guide has also worked on compiling together some “Check Points” that are
thought to be important points in practice for companies proceeding with designing and
implementing an AMA compliance program (moreover, these Check Points have been
excerpted and summarized on in the hope that these efforts will be easy to
check), and describing in detail the significance, essence, and points to bear in mind
concerning efforts related to each component, to make the importance of each
component as clear as possible. In addition to this, some examples of efforts that were
considered to be excellent have been selected from examples found from past fact-
finding surveys, questionnaires, and interviews conducted by the JFTC, and introduced
as “Examples of Good Practices.”

In this way, throughout this whole guide, we have sorted out and presented the best
practices regarding designing and implementing an AMA compliance program. Although,
as mentioned before in Part I, 3., it may be difficult for small and medium-sized
enterprises, or companies with limited management department resources, to fully
design and implement all the components included in this guide. In those cases, as
suggested before in Part |, 3., it’s important for companies to prioritize efforts that are
most likely to be cost-effective, and then gradually expand the scope of their efforts,
depending on their situations and their risk of AMA violations. For example, it is thought
that top management sharing and communicating messages, as described in
“Commitment and Initiative of the Top Management” (Part Il, 1., (1)), is a relatively easy
measure that doesn’t involve much cost and can be quickly implemented by all
companies regardless of their size or management department’s resources. As
mentioned above in Part I, 1., (1), this is believed to have a big effect when promoting
AMA compliance, as it is generally considered that the intentions and attitudes of top
management have a strong influence on the culture and organizational climate of each
company, as well as the awareness of compliance for individual executives and
employees.

As well as the above, another relatively easy measure to start with, as mentioned in
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Part Il, 1., (4), on organizational structure, is to clarify who is the person responsible for
or in charge of AMA compliance. Once the person responsible for or in charge of AMA
compliance has been decided, that person can, for example, quickly identify, analyze and
assess the risk of AMA violations in their company (Part II, 1., (2)), and following the
results of the risk assessment, carry out in-house training (Part Il, 2., (2)) for departments,
etc., that are considered to have a high risk of AMA violations. Clarifying the person
responsible for or in charge of AMA compliance is also thought to have a big effect when
promoting AMA compliance.

The above efforts are considered to be valid as an emergency response for companies
currently facing the risk of AMA violations, and it’s advisable not only to continue on
with these efforts, but to also design and implement basic policies and procedures for
promoting AMA compliance (Part Il, 1., (3)) alongside them, as an effort to avoid and
reduce the risk of AMA violations, and to proceed with the design and implementation
of specific measures to prevent AMA violations (Part Il, 2.). Also, at the stage when the
cycle of design and implementation of each effort has been completed, it is advisable to

assess the program and update it.

Diagram 7. An Example of Phased-In Efforts in Small and Medium-Sized Enterprises,

etc.d

[Phase 1]

Message Providing
from the Person in Assessment Training

Top Charge

[Phase 2]
Design of Rules for Contacts with
. Competitors, a Consultation System and
Design of Internal Disciplinary Rules
Policies and

Procedures @l Audits, Design of a Whistleblowing System
and Internal Leniency Rules and Prepara-
tion for Suspected Violations of the AMA

—————

[Phase 3]

Periodic Evaluation and Update of the Program

5% Diagram 7 is an illustrated example of the process of phasing-in an AMA compliance program from a situation where nothing at
all has been designed and implemented. In practice, it’s important to make efforts in accordance with the company’s actual situation
and its risk of AMA violations, and based on the principles of each item in this guide.
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Therefore, this guide does not require all companies to immediately design and
implement a full-spec program. What is important is that each company uses the risk-
based approach mentioned in Partl, 1., (2) and prioritizes allocating its limited resources
to areas with a high risk of AMA violations, and customizes the contents of its efforts in
accordance with its own actual situation and its degree of risk of AMA violations. For this
reason, small and medium-sized enterprises do not necessarily have to take the same
measures as large companies, and it’s advisable that each company carefully considers
what efforts to take and in what order to implement them, based on the significance,
essence, and points to bear in mind mentioned in this guide, and while referring to the
examples of good practices found from past fact-finding surveys, questionnaires, and
interviews conducted by the JFTC.

In addition, the effects of efforts related to AMA compliance do not appear overnight,
and it may take a few years or even a few decades to develop a culture and organizational
climate that highly values AMA compliance. However, unless those efforts are started
now, then that culture and organizational climate that values AMA compliance will not
be developed in the years and decades ahead. Therefore, it is hoped that each company
will work on designing and implementing an AMA compliance program, with reference
to this guide, in order to achieve sustainable growth into the future.

The JFTC, through the dissemination of this guide, will continue to work on actively
supporting and advocating for efforts related to AMA compliance in companies, as well
as keep on endeavoring to collect and provide information on trends of various
competition authorities in other jurisdictions, etc. in relation to compliance with foreign

competition laws.
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(Reference) Guides of Competition Authorities in Other Jurisdictions, etc., Referred to
in the Making of Guide

[International Organizations, etc.]
ICC : International Chamber of Commerce, "Antitrust Compliance
Toolkit Second edition"(2024)

(https://iccwbo.org/news-publications/policies-reports/icc-

antitrust-compliance-toolkit/)

OECD : Organisation for Economic Co-operation and Development,
“Competition Compliance Programmes” (2021)

(https://www.oecd.org/en/publications/competition-

compliance-programmes 9f6a5618-en.html)

ICN : International Competition Network Advocacy Working Group,
“Report on Competition Compliance” (2021)
(https://www.internationalcompetitionnetwork.org/wp-
content/uploads/2022/04/AWG-Report-on-Competition-
Compliance.pdf)

ASEAN : Association of Southeast Asian Nations Secretariat, “Competition
Compliance Toolkit for Businesses in ASEAN” (2018)

(https://asean-competition.org/read-publication-competition-

compliance-toolkit-for-businesses-in-asean)

[Competition Authorities in Other Jurisdictions]
S.Korea : Korea Fair Trade Commission, " Regulations on the Operation
and Evaluation of the Fair Trade Compliance Program
(CP)(S-HeY XtE2FEFME(cpr) 2B . H7Ho| 2ot
+7)"(24 April 2025)
(https://www.ftc.go.kr/www/selectBbsNttView.do?pageUnit=10
&pagelndex=4&searchCnd=all&key=12&bordCd=3&searchCtgry

=01,02&nttSn=46025)
U.S.A. : U.S. Department of Justice Antitrust Division, “Evaluation of

Corporate Compliance Programs in Criminal Antitrust
Investigations” (November 2024)
(https://www.justice.gov/atr/media/1376686)

U.S. Department of Justice Criminal Division, “Evaluation of

Corporate Compliance Programs” (Updated September 2024)
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China

Canada

France

U.K.

Spain

Peru

Mexico

(https://www.justice.gov/criminal/criminal-
fraud/page/file/937501)

: State Administration for Market Regulation, " Antitrust

Compliance Guide for Operators(2 & & R ZM & H$8/)" (25
April 2024)
(https://www.samr.gov.cn/zw/zfxxgk/fdzdgknr/jzzcxds/art/2024/
art 2d4b1705febf41c38856dda554e84857.html)

: Competition Bureau, "Guidance on the core principles of a

credible and effective compliance program"(17 January 2024)
(https://competition-

bureau.canada.ca/sites/default/files/documents/Guidance-core-

principles-credible-and-effective-compliance-program-en.pdf)

: Autorité de la concurrence, “Framework document of 23 May

2022 on competition compliance programmes” (23 May 2022)

(https://www.autoritedelaconcurrence.fr/en/communigques-de-

presse/autorite-publishes-new-framework-document-

competition-compliance-programmes)

: Competition and Market Authority, “Competition law risk: a

short guide” (Updated 10 September 2020)

(https://www.gov.uk/government/publications/competition-law-

risk-a-short-guide)

: Comisidn Nacional de los Mercados y la Competencia,

“ANTITRUST COMPLIANCE PROGRAMMES GUIDELINES” (10 June
2020)

(https://www.cnmc.es/sites/default/files/editor contenidos/Co

mpetencia/Normativas guias/202006 Guia Compliance FINAL
eng.pdf)

: Instituto Nacional de Defensa de la Competencia y de la

Proteccion de la Propiedad Intelectual, “GUIDELINES ON
COMPETITION COMPLIANCE PROGRAMS” (March 2020)
(https://cdn.www.gob.pe/uploads/document/file/2131152/Guid
elines%200n%20Antitrust%20Compliance%20Programs.pdf?v=1
629901824)

: Mexican Federal Economic Competition Commission,

“Recommendations for complying with the Federal Economic
Competition Law” (August 2019)
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Italy

India

Brazil

Malaysia

Chile

European Union

(https://www.cofece.mx/wp-content/uploads/2021/02/
DYO Recom-ENG.pdf)

: Autorita Garante della Concorrenza e del Mercato, “GUIDELINES

ON ANTITRUST COMPLIANCE” (25 September 2018)
(https://en.agcm.it/en/media/detail?id=41ed8c71-84a7-4840-
als56-
daObclaadd5a&parent=Press%20releases&parentUrl=/en/medi

a/press—releases)

: COMPETITION COMMISSION OF INDIA, “COMPLIANCE MANUAL

FOR ENTERPRISES” (2 May 2017)
(https://www.cci.gov.in/images/publications compliance manu
al/en/compliance-manual1652179683.pdf)

: Administrative Council for Economic Defense, “GUIDELINES

COMPETITION COMPLIANCE PROGRAMS” (January 2016)
(https://www.gov.br/cade/en/content-

hubs/publications/guidelines)

: Malaysia Competition Commission, “THE COMPETITION ACT

2010 COMPLIANCE GUIDELINES” (September 2013)
(https://www.mycc.gov.my/sites/default/files/pdf/newsroom/Co

mpliance Guidelines MyCC 0.pdf)

: National Economic Prosecutor's Office, “COMPETITION LAW

COMPLIANCE PROGRAMS” (June 2012)
(https://www.fne.gob.cl/wp-content/uploads/2022/09/
Guia Programas Cumplimiento2012 FNE Ingles.pdf)

: European Commission, “Compliance matters” (2012)

(https://op.europa.eu/en/publication-detail/-/publication/
78f46c48-e03e-4c36-bbbe-aa08c2514d7a/language-en)

112


https://www.cofece.mx/wp-content/uploads/2021/02/
https://en.agcm.it/en/media/detail?id=41ed8c71-84a7-4840-
https://www.cci.gov.in/images/publications_compliance_manu
https://www.gov.br/cade/en/content-
https://www.mycc.gov.my/sites/default/files/pdf/newsroom/Co
https://www.fne.gob.cl/wp-content/uploads/2022/09/
https://op.europa.eu/en/publication-detail/-/publication/

