Japanese Law Explained

Critical Significance and Uniqueness of "Anti-Social Forces Clauses"

For overseas investors navigating Japanese business practices, it may be
surprising to see terms explicitly referencing the “Elimination of Anti-Social
Forces” (“ASF”) in standard commercial contracts. In many other jurisdictions,
such matters are typically handled through broad "Compliance with Laws"
provisions; however, in Japan, the ASF Clause stands as an independent and
indispensable pillar of every transaction.This article explains the legal background
and practical necessity of this unique provision thatis essential for any investment
or business operation in Japan.

1. Background

The rapid adoption of these clauses across the Japanese business world was
prompted by strict government guidelines and local ordinances. Following the 2007
release of the "Guidelines for Enterprises to Prevent Damage Caused by Anti-Social
Forces," the principle of cutting all ties with anti-social entities has become the
national standard. By 2011, Organized Crime Exclusion Ordinances were enacted in
all prefectures, requiring businesses to include these special provisions in their
contracts.

2. KeyFunction

The ASF Clause is a provision designed to exclude organized crime from commercial
transactions. It requires counterparties to represent and warrant that they have no
ties to organized crime. Crucially, it provides legal grounds to terminate a relationship
immediately and without notice if such ties are discovered.

3. Broad Definition

Overseas investors should be aware that the definition of ASF is remarkably broad. It
covers not only active gang members but also individuals who ceased being members
less than five years ago. In addition, even individuals with a "socially condemnable
relationship" with organized crime are also subject to these laws. This includes
playing golf, dining, or attending events with known gang members.
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4. StrongJudicial Support

Despite the extraordinary nature of a clause that allows for immediate, unilateral
termination, Japanese courts consistently uphold its validity. The courts have ruled
that these clauses serve a legitimate and necessary purpose and do not violate the
Constitution.

5. Umiqueness as a Sign of Safety

While the explicit mention of organized crime in a business contract may seem
peculiar by international standards, its presence is a vital indicator of a company's
commitment to compliance. In the Japanese market, this unique clause is not a sign
of danger, but rather a sophisticated legal safeguard designed to protect the integrity
of the business.

End.

NOTICES
® THIS DOCUMENT IS PROVIDED FOR INFORMATION PURPOSES ONLY; IT DOES
NOT CONSTITUTE AND SHOULD NOT BE RELIED UPON AS LEGAL ADVICE.
® THIS DOCUMENT IS BASED ON THE LEGISLATION IN FORCE AT THE TIME OF
PUBLICATION. THE CONTENT MAY CHANGE DUE TO LEGAL REVISIONS, SO
PLEASE CHECK THE LATEST INFORMATION.
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