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Introduction

Some Japanese companies will downplay the seriousness of misconduct, and can even resile from implementing
appropriate remedial measures, once they become aware that a competitor is engaging in similar misconduct.

HATIZ, BEICL-> T, BRAEMETHERBKRORNENREoND Z & ZRFHL-HEIC. PEODERMEZE/NHELZZY . BUREER
B LIt T25580H5,

How does that approach increase a company's regulatory risk in relation to non-Japanese regulators?
CDLD BT, BAOHFERBEDERICEVWTEDL I B RIBREL DD,
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Background

* Most companies want to understand the root causes and to address identified misconduct immediately. If it becomes known
that a competitor has also engaged in similar misconduct, this can make the misconduct seem ‘less serious’ to senior

management.
BARFZER L, BEINIEREANOHNSEEZTCICHE LD ZEEZELDRENSZ VWY, BAEMAETHLRBRORNEAH >T-LHMBD & K
TFOEBRENREREICE>T B BATLES ZELH B,

* This mindset can make companies less inclined to take appropriate mitigating actions.
CDELDBEZIFIE, EBYRY X TEBIEEDEREISEBNRZANEDLAYIES,

* Serious negative consequences will follow if senior management allows misconduct to continue.
REEARNETROMGEZ BT NIE RINGEAFEAEL B,
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Why this can be problematic

* The fact that Company B has independently engaged in similar misconduct does not protect Company A from the
conseqguences of its own misconduct.

fistt (Bft) AMBICEROREZIT> T b E W - T, ARIZBROREICH D ENMR (B 2Ry,

* Regulators outside Japan are interested in how a company reacts once it becomes aware of misconduct. If the company
stops the misconduct and then proactively cooperates, it can be a mitigating factor. If the company allows the misconduct to
continue and then makes excuses, it can be an aggravating factor.

BAOHHFLEIE, BEIPTEZRZHBLICRICEDL S ICHIGLIEMITEEYT 2, AEZ S, BENICKRTIZFEICH O TNITHRBE
DEREBVFEDD. TEDMGE BT L. FAEEEAAIY TNIELDDMERRE L YT D,

* Regulators outside Japan will not accept that misconduct was allowed to continue at your company because it was also
happening at another company.

HBHTHEE WAL B TAEDRGEZRR LTz, WO HRBIZEADOEHLUBICIEZIF AN L,
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Examples and further context

*  When large scale fraud was uncovered, Company A was shocked and intended to take action, but then became aware that
Company B had engaged in similar misconduct. Company A’s approach changed. Senior management at Company A
believed that Company B’s conduct was worse, and used that as justification for not taking robust corrective measures.

RFRIGEREN KR LB AHITERZX I NS 2R BT o 72h. BETHRIBRORENMITTHON TV L2BIET S &, HEH
ZA LT AMDREREIIBHDITRDAMNBENLEEA, TN 2OXRICHANGEREREZHB LN 7,

* A company discovered its products were non-compliant with regulations. It decided to stop accepting new orders but
continued to ship products where an order had been placed prior to the company becoming aware of the misconduct. When
the regulator became aware of this, its attitude shifted dramatically. It concluded that senior management had deliberately
chosen to supply defective goods. It harmed the goodwill that had been built up with the regulator, and made the final
resolution significantly worse for the company.

H5HEIE. BHEBIRGICTEETHE I EE2HRE LT, FHIIFRZIDFELEEZRE LA, NELZBET HICRFRADEX
IZDWT| iﬁﬂ%%‘l_hbto MEAZRLINZBET S &, AEOREENSHNICREmEHIET 2 & 2ERLICCHL, 2RO
ZRAF—ELTce NICEYVEREDEATENTWERIZELZODN, &RNALDDREEICE>TELLIAMBGLDEL 5T,
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Best practice and suggestions to mitigate risk

1. Action taken after misconduct is identified is critical
RFE%ZBHEELFRICEBL AN HBH TEE

* Proactive cooperation with regulators can result in cooperation credit and reduce overall penalties.
MELRBANDEEBNABAOICEY, BAZLY Yy beBon, 2RDOHHEEZERRT 52 &N TE S,

* Delay and inaction can dramatically increase overall penalties or change the structure of a resolution from an
administrative penalty to a criminal indictment.

EBREMNLOENCAREREIE, 2EOHBEERIBICIEMI LY. ADOEREZITEAS D oMEFE~N LGS E
1Y 2AEMDH D,

2. Sophisticated companies respond to misconduct transparently and constructively
FEMBAZEIE, RIEICH L TERLI»OEENICHIDT S

* Sophisticated companies will ensure misconduct stops, seek to understand the root causes, and then make
changes. They will not look to competitors to see if similar misconduct occurred and, if it did, conclude that no
changes need to be made in their own organisation.

FER R, KIE%EE% Jt&) RARAZ@EAL, LELZEREZHL 2, o TRKORELRDH >7oh &
OhEYELELT. BRICBEEREL LB OIS LT LA,
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Key takeaways

* [tis not constructive to look to competitors to decide how to respond to misconduct at your own company
BHOREADKM IS ZRDBICHT-Y ., HEtitOBBImZEEICT IDIFERMTIELRL

» Competitors engaging in similar misconduct does not protect a company from the consequences of its own
misconduct.

BEMALIERKRORNEZT>TWEIHEETH, BHOTREICH I ENDR (BE) zEhmln,

* Non-Japanese regulators will not accept excuses for allowing misconduct to continue once identified
AEZRFHLERICZOMBEZETRLEZLITOVWTOEVRIIE, BAORFIHBICIIZITFANLAL WL

» Allowing misconduct to continue once it has been recognised by senior management will be a serious aggravating
factor in any regulatory investigation.

REELFH L CRICTED#MEZ BB L72HE. WALLIRHIEROFEABEICEVWTHERGALDDODINERR LR D,
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