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LABOR AND EMPLOYMENT LAW BULLETIN

Amendment to the Labor Standards Act

Amendment to the Labor Standards Act

The Labor Standards Act of Japan was recently amended for the purpose of maintaining workers'
health and achieving work-life balance by seeking to limit long working hours. The amendment will
become effective on April 1, 2010.

Increase in the Overtime Work Compensation Rate

Under the amendment, if an employee works overtime and the amount of overtime exceeds 60 hours
in_one calendar month, then with respect to that excess, the employer must pay extra overtime
compensation that exceeds, by at least 50%, the regular, non-overtime wage. In other words, the
employer must pay at least 150% of the regular wage for the overtime worked in excess of 60 hours
per month. Currently, the extra overtime pay rate is 25% regardless of the number of overtime hours
worked. Certain "small and medium-sized companies" will be exempt under the amendment from
paying the increased overtime compensation rate, at least for the time being. With respect to the
increased overtime rate required by the amendment (i.e., 25% of the regular non-overtime wage,
which is the difference caused by the increase from 25% to 50%), the employer can provide leave at
the regular wage rate instead of paying extra wages, provided that an employer first enters into a
labor-management agreement with the employees to that effect. The amendment will not affect the
holiday work extra pay ratio (35%) and late-night work extra pay ratio (25%).

Employer's Obligation to Make Efforts to Increase Overtime Work Compensation Rate
Currently, an employer must enter into a labor-management agreement to have its employees work
overtime, and must provide for special provisions in that agreement in order to require its employees
to work overtime in excess of 45 hours per month. Under the amendment, if an employer enters into
a labor-management agreement with the aforementioned special provisions, that employer will be
obliged to stipulate an overtime compensation rate applicable to overtime work in excess of 45 hours
per month. In that case, an employer is also required to make efforts to set the overtime
compensation rate higher than 25% and to reduce the overtime hours exceeding 45 hours per month as
much as possible.

Taking Annual Paid Leave by the Hour
Currently, an employee is supposed to take annual paid leave by the day. Under the amendment,
however, an employee may take it by the hour, up to 5 days, if a labor-management agreement to that
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effect is entered into at the workplace. An employee may choose at his/her discretion whether he/she
will take annual leave by the day or by the hour.
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Should you wish to receive further information regarding the above-mentioned matters, and/or wish to
consult as to whether your company is in compliance with labor/employment law, please contact
Kazutoshi Kakuyama (email: kazutoshi.kakuyama@amt-law.com, tel: 81-3-6888-1036), Hideki
Thurgood Kano (e-mail: hidekithurgood.kano@amt-law.com, tel: 81-3-6888-1061), or Yukiko Imazu
(email: yukiko.imazu@amt-law.com, tel: 81-3-6888-1063).

This law bulletin is published as a general service to clients and friends and does not constitute legal advice. Copyrights
reserved by Anderson Mori & Tomotsune.
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