ANDERSOMN MORI

IZUMI GARDEN TOWER, 6-1, ROPPONGI 1-CHOME, MINATO-KU
TOKYO 106-6036, JAPAN

. 12l _ Beijing Office:
Ce“tr_a' T?" [81]-(3]-6888 1900 Beijing Fortune Bldg., Rm.709
e-mail: info@andersonmori.com No.5, Dong San Huan Bei Lu

Chao Yang Qu, Beijing 100004
People's Republic of China
TEL: 86 (10) 6590-9060

FAX: 86 (10) 6590-9062

LABOR AND EMPLOYMENT LAW BULLETIN (NO. 9)

Suspension Compensation Benefits during Work-Related Injury or Sickness Periods

(April 30, 2004, Copyright reserved by Anderson Mori)

A company is obliged by Article 76 of the Employment Standards Act to compensate its employees for at
least 60 % of their salary when they are unable to work due to work-related injuries or sickness. However,
the company is exempt from such compensation obligation as long as the employees receive some
insurance benefits (suspension compensation benefits) from the Government (Article 84 of the
Employment Standards Act). Suspension compensation (i.e., 60 % of the salary amount) is given to
employees on the fourth day they are unable to work and thereafter (Article 14 of the Workers Accident
Compensation Insurance Act).

In contrast to the case above, no company is obliged to compensate its employees for their lost salary
when they are unable to work because they are injured or become ill on their way to and from their
workplace. However, the Government is under an obligation to give the injured or sick employees 60 %
of their salary on the fourth day they are unable to work and thereafter, as suspension compensation
(Article 22-2 of the Workers Accident Compensation Insurance Act).

So, with respect to an injury or sickness related to work, a company does not have to compensate its
employees for their salary from the fourth day and thereafter, but does have to compensate them for lost
salary for the first three days. Concerning injuries or sickness incurred by employees on their way to and
from the workplace, however, a company does not have to compensate the employees for lost salary for the
first three days or thereafter.
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Should you wish to receive further information as to the above-mentioned, and/or how your
company is in compliance with labor/employment law, please contact your regular attorney or
Hideki Thurgood Kano (e-mail: hidekithurgood.kano@andersonmori.com, tel: 81-3-6888-1061).
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