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Editorial Note: 

 The said Acts will drastically change the Japanese criminal justice 
system, including court process, correction process, and rehabilitation 
service process. If the suspension of execution of a part of sentence and 
the special condition of activities contributing to society function 
successfully in this system, the legislative goals of the prevention of re-
offending and the improvement and rehabilitation of offenders will be 
attained sufficiently.
 But, in order to make these novel methods in the said Acts successful, 
there are many problems to be solved. Agencies in charge of the court 
process, correction process, and rehabilitation service process are 
chronically understaffed. Nonetheless, they will be held more responsible 
for the prevention of re-offending and the improvement and rehabilitation 
of offenders. Since the number of probationers who committed the crime 
of the use of drugs, among others, is expected to increase significantly, it 
is necessary to sharply increase the number of probation officers and 
volunteer probation officers. These officers also will have to supervise the 
probationers’ activities contributing to society. Moreover, in sentencing, it 
is considered difficult for a judge alone to determine the period of the 
suspension of execution of a part of sentence, because the precise 
determination of this period requires the knowledge of the sciences of 
human behavior, such as education, psychology, and sociology. Thus, 
some researchers insist on the necessity of the introduction of a pre-
sentence investigation in the court process.

5.　Commercial Law

Submission to the Diet of the Bill Entitled the Law Amending 
a Part of Companies Law （November 29, 2013）

Background:

 On November 29, 2013, the bill entitled the Law Amending a Part of 
the Companies Law （the “Bill”） was submitted to the 185th extraordinary 
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session of the Diet.  The Bill was drafted based on the Outline Proposal for 
the Review of the Companies Law （the “Outline Proposal”）, which was 
adopted by the General Assembly of the Legislative Council on September 
7, 2012. The Bill was not enacted at the 185th extraordinary session of the 
Diet, but it was enacted at the 186th ordinary session of the Diet on June 
20, 2014.

Amendments:
 The Bil l amended the various points of the Companies Law.  
Amendments on （1） the definition of outside director, （2） the introduction 
of a company with an audit committee and （3） the introduction of double 
derivative suits are important.
1.　Outside Director
 The definition of an Outside Director which is defined in Article 2, 
Item 15 of the Companies Law was tightened.  For example, a person 
controlling the management of the company （hereinafter “Controlling 
Person”） and a Controlling Person’s director or employees were excluded 
from the definition of the Outside Director.  （Companies Law, Article 2, 
Item 4-2, Item 15 ha.）  In addition, a spouse and person within the second 
degree of kinship of the director or the Controlling Person were also 
excluded. （Companies Law, Article 2, Item 15 ho.）
 Furthermore, if a company which is a Public Company （as defined in 
the Companies Law, Article 2, Item 5）, is the Large Company （as defined 
in the Companies Law, Article 2, Item 6）, is a Company with a Board of 
Auditors （as defined in the Companies Law, Article 2, Item 10）, is obliged 
to f i le an Annual Securit ies Report （as required in the Financial 
Instruments and Exchange Law, Article 24, Paragraph 1）, and does not 
have any Outside Director, the reason why it does not have any Outside 
Director should be explained at the annual shareholders meeting.  
（Companies Law, Article 327-2.）
2.　Company with an Audit Committee
 The Company with an Audit/Supervision Committee, as it was 
tentatively termed in the Outline Proposal was changed to the Company 
with an Audit Committee （kansatou iinkai setchi kaisha） in the Bill and was 
defined in Article 2, Item 11-2 of the Companies Law. The Company with 
a n A u d i t C o m m i t t e e s h a l l n o t h a v e t h e （s t a t u t o r y） aud i to r（s）.  
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（Companies Law, Article 327, Paragraph 4.）
 The Company with an Audit Committee shall have three or more 
members of the Audit Committee, and the majori ty of the Audit 
Committee members shall be outside directors.  （Companies Law, Article 
331, Paragraph 6.）
 The benefits to adopt the Audit Committee are that （1） the approval of 
the Audit Committee exempts the application of Article 423, Paragraph 3 
（presumption that the directors are negligent in case of the violation of 
restrictions on competition and conflict of interest transactions）, and that 
（2） if the majority of the board of directors of the Company with an Audit 
Committee is outside director, certain important business decisions can be 
delegated to the directors. （Companies Law, Article 399-13, Paragraph 4.）
3.　Double Derivative Suits
 The provisions relating to double derivative suits would be introduced 
as Article 847-3 of the Companies Law. It allows for the parent company’s 
shareholders who hold more than 1% of the shares outstanding for more 
than six months to initiate a derivative suit against the subsidiary’s 
directors after a demand request if the parent company holds directly or 
indirectly 100% of shares of the subsidiary and the book value of the 
subsidiary shares is worth more than one-fifth of the parent company’s 
total assets. （Companies Law, Article 847-3, Paragraphs 1 through 4, 7.）
 If the parent company is not a Public Company （as defined in 
Companies Law, Article 2, Item 5）, the six-month holding period shall not 
be applicable. Article 847-3, Paragraph 6.
4.　Concluding Remarks
 According to Article 1 of the Supplementary Provision of the Bill, the 
enforcement date would be set within one year and a half from the date of 
publication of the Law.  The enforcement date is expected to be April or 
May 2015.

6.　Labor Law/ Social Security Law

An Act of the Partial Revision of the Public Assistance Act
Law No. 105, December13, 2013 （Effective on July 1, 2014（partly, by 


