| Outline of Qualified Claims Preservation Method

Q1 Outline of Qualified Claims preservation Method

What is outline of the “ qualified invoice preservation method” that will be introduced on October 1,
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Al The “ qualified invoice preservation method” ( so-called “ invoice system”) will be introduced on

October 1, 2023 as a method for deducting taxes on purchases corresponding to multiple tax rate.
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Registration System for Qualified Invoicing businesses

Under the method of preserving qualified invoices, in principle, it is necessary to preserve
qualified invoices issued by a qualified invoice issuing business entity as a requirement for tax
credits for purchases.

An entity that intend to issue a Qualified Invoice must submit an application for registration as
a Qualified Invoice Issuing Business (“Application for Registration”) to the district director
having jurisdiction over the place of tax payment and obtain registration as a Qualified Invovice
Issuing Business. ( Only taxable enterprises are eligible for registration) The district director
will register the name and registration number in the Qualified Invoice Issuing Business
Operator Registry. The district director will register the name and registration number in the
Qualified Invoice Issuing business Operator Registry. The application for registration can be
submitted via e-tax, so please take advantage of this service ( sole proprietors can also use
smartphones to complete the procedure). If you submit the application by mail, please send it
to each taxation bureau. The invoice registration center of each tax bureau (including the
Okinawa regional taxation office) is the address for submitting by mail.

In addition, in order to objectively confirm that the invoice received from the counterparty is
a qualified invoice, information on qualified invoicing businesses will be published on the
“ National Tax Agency Qualified Invoice Issuing Business Publication Website”

(Note) A qualified invoice is a document ( invoice, delivery slip, receipt, etc) that contains the
following items.
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1) Name and registration number of the Qualified Invoice Issuer
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2) Date of transfer of taxable assets
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3) Details of the assets or services pertaining to the transfer of taxable assets
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4) The total amount of the tax-excluded value or tax-inclusive value of the transfer of
taxable assets, broken down by tax rate, and the applicable tax rate
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5) Consumption tax classified by tax-rate ( the total amount equivalent to consumption
tax and local consumption tax. The same shall apply hereinafter)
B &L c Xy L 72 W B BOAESE QH BB S O 7T I B B IS A Y 5 2 3 o
Gtz g g, MTRLUTE)

6) Name or title of the business entity to which the documents are to be issued
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Obligation to Deliver Qualified Invoice

A Qualified Invoicing Business Operator is obligated to issue a Qualified Invoice when it is
requested by the counterparty ( limited to taxable enterprises transfers taxable assets in Japan.
However, the Qualified Invoice Issuing Business Operator is exempted from the obligation to

issue a Qualified Invoice for the following transactions where it is difficult to issue a Qualified



Invoice due to the nature of the business.
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1)

2)

3)

4)

5)

Transportation of passengers by public transportation (ship, bus or rail) for less than
30,000 JPY
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Sales of fresh food products, etc. conducted by shippers, etc. at wholesale markets
(limited to those conducted as wholesale business by a trustee entrusted by the
shipper).
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Sales of agricultural, forestry, and fishery products by producers entrusted to
agricultural cooperatives, fishery cooperatives, or forestry cooperatives, etc.(This is
limited to the unconditional consignment method and the joint calculation method
without specifying the producer.)
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Sales of goods, etc. made by vending machines and automatic service machines for less
than 30,000JPY
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Postal and freight services for which the only consideration is postage stamps (limited
to items delivered to a post office box). For businesses that transfer assets to an
unspecified number of persons, such as retailers, restaurants, and cabs, a Qualified
Simplified Invoice with simplified information on the Qualified Invoice may be issued.
In addition, instead of delivering a Qualified Invoice or a Qualified Simplified Invoice, an

electromagnetic record pertaining to them may be provided of the new Act for

Enforcement.
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Requirements for credit for taxes ono purchases

Under the qualified invoice preservation method, the preservation of books and invoices
containing certain information is a requirement for tax credits for purchases. Invoices to be
preserved include the following documents in addition to qualified invoices
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(a) Qualified simplified invoices
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(b) Electromagnetic records pertaining to the entries in the Qualified Claim form or the
Qualified Simplified Claim Form
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(c) Purchase statements, purchase account statements, and other similar documents
containing the information on the qualified invoices (Only those that fall under the
category of transfer of taxable assets at the counterparty of taxable purchases and have
been confirmed by the counterparty, including electromagnetic records pertaining to
matters to be stated in the documents)
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(d) Certain documents (including electromagnetic records pertaining to matters to be
included in the documents) prepared by a person who engages in the business of
intermediary or agency with resect to the following transactions

Sales of fresh food, conducted in wholesale markets on consignment from shippers as
part of the wholesale business
The sales of agricultural, forestry and fishery products by agricultural cooperatives,

fishery cooperatives, or forestry cooperatives under consignment from producers (limited
to those based on the unconditional consignment method and the joint calculation
method).

For reasons such as difficulty in receiving invoices, the tax credit for purchases is allowed



for the following transactions if only books with certain information are kept allowed for
the following transactions if only books with certain information are kept
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(i) Carriage of passengers by public transportation (ship, bus or rail) of less than 30,,,
JPY as descried in 2(i) above, who are exempted from the obligation to deliver a
Qualified Claim form
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(ii) Transactions in which admission tickets, etc., on which the items listed on the
Qualified Simplified Invoice ( excluding transaction dates)
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(iii) Purchase of secondhand articles from a person who is not a Qualified Invoice
Issuing Business Operator of a person engaged in the second hand articles
business (limited to cases where such secondhand articles fall under the
inventory of a person engaged in the secondhand articles business)
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(iv) Purchase of Pawn items from a person who is not a Qualified Invoicing Business
Operator of a pawn broker ( in the inventory of a person who operates a
pawnshop)
HREZ2ECEOBEKGEKERTHREE CRVWELLOEY (HEZHT
E OHNEIEE 1SS T 235 RY £97,) OIS

(v) Purchase of a building from a person who is not a Qualified Invoicing Business
Operator of a building lot and building transaction business (limited to cases
where the building falls under the inventory of a person who engages in the

building lot and building transaction business)
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(vi) Purchases of recycled resources and parts ( only if they fall within the Purchase’s
inventory) from parties that are not Qualified Invoicing Entities.
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(vii) Purchases of goods from vending machines and automatic service machines for
less than 30,000JPY as described in 2(iv) above, which are exempted from the
obligation to deliver a qualified invoice.
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(viii) Postal and freight services for which the only consideration is postage stamps as
described in 2) (v) above, which are exempt from the obligation to deliver a
qualified invoice (only if they are delivered to a post office box).
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(ix) Business trip expenses, etc. (business trip expenses, accommodation expenses,
daily allowance, and commuting allowance) paid to employees, etc. that are
considered ordinarily necessary.
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(Reference)

Until September 30, 2019, the requirement for tax credits was the preservation of
books and invoices under the invoice-preservation method.

From the implementation of the reduced tax rate system on October 1, 2019 to
September 30, 2023, the system was based on the method of storing separately stated
invoices, etc., and the preservation of books and separately stated invoices, etc. is a
requirement for tax credits for purchases.

The obligation to issue a qualified invoice, etc. will be imposed on the transfer of taxable

assets, etc. conducted by a qualified invoicing business on and after October 1, 2023. The

taxable purchases made by taxable enterprises (excluding enterprises filing tax returns

under the simplified taxation system) on and after October 1 will require the preservation

of qualified invoices, etc. as a requirement for the deduction of taxable purchases.
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