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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 
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January 1,2015））

Background:

 In recent years, the number of people living in poverty is increasing 
more than ever before, especially young people who do not engage in any 
job.  In Japan, a guarantee of stable employment, such as employment with 
a long duration, and a decent wage, offered by corporations, had mainly 
supported livelihoods until the 1980s.  However, the collapse of the bubble 
e c o n o m y g r a d u a l l y d e c r e a s e d t h e n u m b e r o f s u c h j o b s , a n d 
unemployment has become an issue since the early 1990s.  This trend 
accelerated by the financial crisis in 2008, so that many people of working 
ages increasingly fell into poverty.  Therefore, the poverty among those 
workers has become a big issue.
 Then, the government established two new acts, Job Applicants 
Support Act 2011 and Needy Person Independence Promotion Act 2013, in 
order to prevent people from falling into severe poverty and to support the 
development of their employability against the risk of unemployment.  
These acts, defined as the “second safety-net”, have attempted to sustain 
the independence of such peoples, for example, by means of participating 
in job training programs, prior to falling into poverty and falling under 
Public Assistance, which is called the “Last Safety-Net”.
 The purpose of the Public Assistance Act is not only ‘to guarantee a 
minimum standard of living’ but also ‘to promote self-support for all 
citizens who are living in poverty’ ［Art. 1 of the Act］.  However, this act 
has mainly assumed the poverty of the person who lost an ability to work, 
such as the elderly, injured and disabled persons, so that there are few 
devices to promote people to be a self-supporting, especially to achieve 
such a living by obtaining jobs.  Indeed, the government has settled the 
“Second Safety-Net” and advanced to enhance people’s employability, but 
the issue of how to enhance employability for recipients under the Public 
Assistance, who lack experience and skills for work in most cases, has 
remained.  Therefore, the legislators have had to address this issue, that 
is, had to revise the Public Assistance Act to enhance work incentives for 
recipients under recent conditions, in which the number of people living in 
poverty has increased more than ever before.
 On the other hand, there is another issue concerning public 
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confidence in the Act in recent years.  Some people receiving benefits by 
fraudulent or wrongful means have been made known, and it led citizens to 
lose confidence in the Act.  Because the expense of benefits under this Act 
is funded by taxes imposed on citizens, the government had to restore 
public confidence in the Act.  In addition, if the public sentiments against 
the act grow worse, there would be a risk that people requiring public 
assistance would cease receiving the benefit despite being in poverty.  
Accordingly, the act could not play a role in securing a minimum standard 
of living for all citizens.
 The Act was revised so as to cope with such problems.  This paper 
explains three main measures in this revision: （1） measures for 
encouraging independence of recipients by increasing work incentives; 
（2） measures for strengthening the support of a recipient’s health care 
and lifestyle; （3） measures for preventing a fraudulent or wrongful receipt 
of benefit.  The Act is revised for the first time in 60 years since the Act 
went into effect in 1950.

Main Provisions： 

（1）  Measures for encouraging independence of recipients by increasing 
work incentives.

   There is a problem that the disposable income of recipients would 
be lower than the Public Assistance Benefit even if they have obtained 
a job opportunity and then come to the end of their Public Assistance, 
because they would have to pay a tax or a soc ia l insurance 
contribution as soon as they have been employed.  Such a problem 
leads recipients to hesitate to get a job, and accordingly it makes 
disincentives for them to be independent of the Public Assistance.  In 
order to combat such a disincentive problem, the legislators have 
created a new benefit, “Benefit for Independence by Employment,” in 
this revision, given by Article 55-4.  This new benefit could be given to 
recipients after finishing the Public Assistance, the amount of which is 
a fixed rate of several months worth of wages from their employment 
they are engaged in the course of receiving the Public Assistance 
Benefit.

   In addit ion to this benefit , the revision implemented the 
“Employment Support for Recipients Program” given by the Art. 55-6.  
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Prior to this revision, there already have been allied programs carried 
out by each municipality since 2005.  These programs aim at carrying 
out effective support for recipients getting employment through 
cooperation with the Public Employment Security Office or other 
related offices.  The legislators, on this revision, have elevated these 
programs to the Act, and stated that the aim of the program is to 
require the Welfare Office to provide necessary information and 
advice concerning moving to employment.

（2）  Measures for strengthening the support of a recipient’s health care 
and lifestyle.

   It is necessary for recipients to be independent that they could not 
only earn a stable income by working, but also retain and promote 
their own health, and accordingly, they should enjoy a stable lifestyle 
as well.  This revision states in article 60 that recipients should make 
an effort to retain and promote their own health and that they should 
make efforts to check adequately the condition of expenditure, 
income and their own livelihood.  However, it is better to understand 
that the new Art. 60 on the Act might have no legal power, so that 
even if the recipient only neglects the obligation prescribed in this 
article, his/her Assistance to be given would not be changed, 
suspended or discontinued. ［Art. 62 （3）］  In addition, based on such a 
provision, the Welfare Office could urge recipients to have a health 
examination by the municipality under the Health Promotion Act.  
And they could require the Medical Care Providers and other offices 
to provide materials concerning the health condition of a recipient 
（Art. 29）.

（3） Measures for preventing a fraudulent or wrongful receipt of benefit.
   Although the rate of fraudulent or wrongful receipts of benefit is 

only 0.5%, such receipts lead citizens to lose confidence in the Act, so 
that the legislators on this revision attempted to strengthen the 
investigation power of the Welfare Offices and to reinforce penal 
regulations.

   Then, matters such as the conditions of recipient’s job seeking and 
his / her health are added on matters the Welfare Offices could 
investigate （Art. 28（1）） in order to check whether recipients 
appropriately use the Public Assistance.  And public offices, which 
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includes Pension Organizations and Mutual Aid Associations etc., are 
imposed a duty to provide managing information for the Welfare 
Offices in the case of request ［Art. 29 （2） and Appended Table 1］.

   In addition, the penal regulations against wrongful recipients are 
reinforced in Art. 78.  The Welfare Offices could claim not only the 
return of the Public Assistance benefit recipients wrongfully receive 
but also a fine with 40% of the total amount of benefits based on this 
article.  This fine would be defined as a punishment for wrongful 
receipt, being different from previous cases.

Editorial Note: 

 This revision focuses on improving the Public Assistance Act to 
establish an effective mechanism for a recipient to be independent; 
especially for peoples living in poverty belonging to the working 
generation.  A large number of young or long-term unemployed lack work 
experience and lose the will to work.  Accordingly, the way of achieving 
independence should include not only a requirement of moving them to 
employment, but also an appropriate support for obtaining a job.  And so, it 
may need other special support for them to promote getting a job because 
many recipients under the Act have a distinctive feature such as little 
experience for work.  On this point of view, the contents of the new 
“Employment Support for Recipients Program” in this revision would be 
more important for the independence of the recipient and should equip the 
special treatment service for them in order to accomplish the aim of this 
revision.
 It may be also desirable that the employment recipients would obtain 
should be more stable and long-term rather than unstable or short-term 
employment in order that they successfully achieve independence.  To get 
an employment must not be a requirement for receiving the Public 
Assistance benefit.  As mentioned above, because a large number of 
recipients under the Public Assistance have several kinds of difficulties of 
working in comparison with normal workers, it is necessary to carefully 
assist and advise them to get a job.  Therefore, in order not to force 
recipients to get an unfavorable employment, we have to seriously 
consider the desirable way to support them.
 Another important point of this revision is that people who would like 
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to receive the Public Assistance benefit, must submit an application 
document that fulfills the requirement prescribed in Art. 24 （1）.  The 
principle sentence of the Article stated that an applicant must prepare 
documents containing the following related information; their name, 
address, reason for receiving the benefit, their condition of means, income, 
work, job seeking, support obligors, and other materials, so as to 
determine the necessity, contents, needs of the Public Assistance.  
However, this revision would be a risk, which would lead people to avoid 
receiving the benefit despite being in poverty, for persons requiring the 
Public Assistance benefit because many people who want to receive the 
benefit may lack the knowledge about the Act and may not understand 
how to apply for the benefit.  So far, the Welfare Offices have allowed 
recipients to apply in an oral manner, and the court decision has permitted 
an oral application （“to submit documents in the case of application is not a 
requirement for applying for the Public Assistance, generally, there is 
room for applying the Assistance orally” according to the decision of 
Osaka High Court, October 19, 2001）.  Indeed, the proviso of Art. 24 （1） 
allowed the exceptions in cases of ‘special case, ’ and an oral application 
should be generally permitted after this revision.  Because a large 
proportion of the applicants may be in poverty and in need of Assistance 
immediately, then they may not have enough time to prepare documents 
prior to visiting the Welfare Offices.  In addition, if such people do not 
understand how to apply for the Assistance, they would not clearly express 
their intention to the Welfare Officers, so that the Welfare Officers actively 
support the application for them by means of advice. 　In order to put the 
aims of this revision and the purpose of the Act into practice, the Public 
Assistance Act has to improve not only to be ‘easy to become independent’ 
but also to be “easy to apply for the benefit” in a case of an applicant with 
the highest necessity. 

7.　International Law and Organizations

Multilateral:

●Convention on Mutual Administrative Assistance in Tax Matters


