Click to read the English version

Building a better
working world:




5K

ERARRIIEASEAK
EARSNREEXER
BN AL S5 ER

A A AT Al A AU A — R

BN —uhTURSS

Lxk—L W PIRSZHIA
LIKER!
BRZ3eAT]

! X BARRRKE BRI RTRIGER.

03

o7

14

15

16

17

17

19






ALK

HATEAMRABERIFINAT. —XKEHRARE RURMKAF)

j

(Kabushiki KaishagiKK)

, A—REAERT CHUBERIETAT)

(Godo

Kaisha5GK) . KKBNEMEXATMAE EHRASEAR ZHNAaEER. T
2006F5|HAICGK, SEEMNBRSBTEAT (LCC) BHEM, EANEMERE,
MAEXRE, KK—ESEABWHEEERE, BECKAIEREEEM,

TRERT KK #l GK HIEZ AR E4FE:

et (KK)

aE&tt (GK)

FENSEEDE

BRZR / A B
BIREET

(FERAF ERRG AT

= a

RRIHES R (BORRZR) EEEESS

—HB7T —HB7T
DIEETAIR, BEETERRENMRAR

DAL B ER AR BEEITEEEWAIERS, ZEEMRAEES
S =B RE

—%& —%&

f
BRR / ARV EE

RRANELILE

AT)E2 (articles of incorporation) HBJRE
MERNELLLEY, FREATHE (BBl
KEFH KK IR “JERFF KK” ) 2

AIAN 22T RREEIL, ZRIR1GR
RN—HEE

» ENIm—REE, BREXRA

> AAMNIE T 82 EERKKRINT, B
I AMI s — RN BN RES

> MRKKBRBRUYEFR, WRIFE(IdH
=BEF, HPE)—BERXES

» BIAMIE FEEIRRRE GK BIN A,
ERFMNTUMEG—BHZSBRERRER

» WMRARRIREREASLR, ZRERVIUE
m—RBBERAAEARITE (shokumu
shikkosha) , FFECPRITGKATMLSS

B/ AT

EER/RER

SETE BT
RITEITID

WS IREZAI DT IRE

B£106 TR

FER FER

- M KK BEER, WSEE SEEEi

s MBEFEAARSZATINL, HRG | fmg
FH200ZB TR L, NEHBEEE
BRI e

PIRRE (S5) FER

4 | PEEIMRESE

2 R AFBRRFIIN, KKMRDEBEETEHELL.,
3 B2015F38#k, EL—RBEAFERARESE / REIAETSER.




R
IRI7KK 5 CK —iRFEZ=ZMFIE. SMEHIFBNXGERATS
B ARE,

M

=1k

MVHIXBERANT:

\
/
fiH
5>

]

d

KA (KK) aR%tt (GK)

(AnFE) BYBAIRT (Bank of Japan) EBXE MHERX— XTI HEERERIMSTENFHF
FFES

fEREEA (BDYIIRARR) NIMNEDEASEIR, MRRKRBREZINETEASKR, TS0
BEEE—MNEREARMEEEAINAEASES |AERXREMEEEQIENAERREEES

EE—NEMERISRRIRH ASHHER (KYCERK) | |5y
HEANERFTATINE BT ATSZ “

BESFEAEBARRTIK, (FAEBEREERN BRATENERENEAKE. BO—H5T

7)), BO—ATT B

T fRERER (NFRE) . WRARRREEAKLIRE,
I —BHSBRESFNAXRES (BER) WA 7tE E — B BRAEASERAT I SHIRTE

(shokumu shikkosha)

BRAEEESE (BEE) RRXAEEMERE. THATEM—REE—EH

BYEARRTEEXEIRR—MX TN HEERENSERRS

4 MNREBHBR s i, AR AEMEIIER,

S ARLIERT (BASMAREENUSETRLESHEWS) , (INCHIMNRSA(Foreign
Exchange and Foreign Trade Act)) fl / ST AR ELENFRTRSZHLOES) , HIURME
TG BAAEXEF.,

FEEAX

¥
oy
s
ot

FH Ol s



6 | hEEINRE SR

SMEATRID AT (branch)

HEEAARFEARUSHIIMNEATLIM (1) RIZFAE (subsidiary) = (2)
BRIFEMINE LT (BIFFBRIDAE) (branch) ) . X3ITFAHE, PaUNS
REECHRIZIANEAMSA, SPEATETED ATRNENRE =E:973

.

ATEBRRIDRE, INERDRLFETH—BPIARLEK (LAFEEEER)
ZDAEFEEABRERESEEM.

BRI D RBXBLRUT:

1. (WFE) BZAXRITEEXIMINRRX T B EERENSTENHFEF
103

2. Iwm—RISELRINEK, DAIAEXRTELE-ACTEEELR,
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{£E# (Local inhabitant tax) 2.992%-3.782% 1.624%-2.413%

A (Local enterprise tax)
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SE=FhHTTUR) , FEE—FHETEDSWNRMD,; (2) BHF=ZER
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BIRNNG) DR EER LR TRIENRS . AIARMAENEH (APA)
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tesh, FIRRINFRER D B T 7 UREE RIS AN AIBR ) -
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RIBIATHICFCAN, HEARREERIEDRONMELT, MEFSUTE
W—IN, SAABERMKELT:

» BREHERDT 30% NREAE. NEERBRZRRT
» ARFAEFAMTERBRIMEDT 20% FISNE AT
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Ernst & Young ShinNihon LLC

Ernst & Young Tax Co.

Ernst & Young Transaction Advisory
Services Co., Ltd.

EY Advisory & Consulting Co., Ltd.

Ernst & Young Business Partner Co., Ltd.

EY Immigration Corporation

sl

AROEFPISHKENME, SLNTULRRED, DUREFEIVHNEREIKE,
KR EEEEIT 150 MERMBXAWSESRUT =1 X15: =M. EMEIA
(B, IR, EDERIAEN) MIAX, XELKMAZHKISSEESNEUR
Sz —.

LOKEEBRIME, ERMNLIEFEAEERNTUIRAEL W H B E R
BRARSS . KMEIXKBEIUEMNEESFEERER, EZEPAEKNR

HHEHIH NSz FPiREs.

EY Social Insurance and Labor
Advisors Corporation

EY Law Co.

EY Forensic & Integrity LLC
Ernst & Young Solutions Co., Ltd.
EY Japan Co., Ltd.

EY Japan Godo Kaisha

il

2 EEE F
2020 4EZE 20214 Pride Index (H5Efig  2020MEZ 20215
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Ernst & Young Tax Co. BIUENBREE

+81 90 1283 3918
Xia0.wu2@jp.ey.com

PN

Ernst & Young Tax Co.
+81 80 6232 4125
ruoyun.wang@jp.ey.com
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EY Strategy and Consulting Co., Ltd
+81 90 8680 4119
min.he@jp.ey.com

KRR

S P s ey

] g ‘e"

&
s

EHARAZETH | 19



LK | BB ERIFRIR I it 57

LANREESRIRERFBWR, HNBOE
BhERP. AIRMASSRESKEMNE, FINES
AhipEIzEE,

EEHIERPHRMEET, RKNZTEEEEIE
55, FTIS0SMEXRRMXWEEE, Fibbhd
Waiic, BEMIZE,

I, B8, AR Bl BSSRZNT IR
SE, LXBIAHRIREREIATHEL, R
EIFRNERE, MMATECIFTRIRRRST =,

22k 246 Ernst & Young Global Limited B9 ERAL, HMEIZEIRALIE
B AN IR A AR SR, SN A SRIRERN “Zeok” . Ernst &
Young Global Limited 2 FFREMN—RRIE (F2F) BIRAR, AT
MRS, BEEFey.com/privacy, T EZKIMTWERERNMAGE,
PARANAGEESEMREIT TN ARRBAFIRIEAR, KRN NES
HREZEIERER WSS, MERH— THRZK, 1BXE ey.com,

© 2021 EYGM Ltd.
WRAFTA

EYG no. 009843-21Gbl
ED None

FHRENRH—REROMPRES, FESERNTERROAT, BE. samHb
BB, BEENRIRREAE,
ey.com

KEIRKMEARS
im0, SRENEH AW

LXK EBIMN R SSE




SR X 58 HA 3ZhR

Doing business
In Japan

China Overseas Investment Network

{
¢ = e !

N
e ATt ] w X
of A 4 ]

/
/

Building a better
working world:




Contents

Setting up an entity in Japan

Corporate tax and investment highlights
China Overseas Investment Network
How EY COIN makes a difference

Our one-stop services
EY - professional services organization

EY Japan!

Contact us

L EY Japan collectively refers to EY member firms in Japan.

03

o7

14

15

16

17

17

19



Setting up
an entity in Japan




Business entities

There are two major types of limited liability companies in Japan. One is a joint stock
company (kabushiki kaisha or KK) and the other is a limited liability company (godo
kaisha or GK). KK is the most widely-used form of a corporation for both small, private
companies and large, listed companies. GK, which was introduced in 2006, is somewhat
similar to LLC in the US and is optimal for small, private companies. Historically, KK has
been the main choice of corporations in Japan, but the use of GK is increasing.

The following table shows the key legal characteristics of KK and GK:

KK (non-public KK)

GK

Separation of ownership RES
and management Shareholders appoint director(s)

No
Members (i.e., equity holders)
directly manage the business

Minimum amount of

JPY1
capital

JPY1

Limited liability status
of Limited to the extent of capital contribution
shareholders/members

Limited to the extent of capital contribution,
but the managing member could be liable to
third parties, if it fails to perform its duty to
manage the business

Minimum number of

shareholders/members One

One

The articles of incorporation may provide that
share transfers require the company's approval
(a KK with such a provision is referred to as a
"non-public KK") 2

Transfer of shares/

The default rule requires the members’
unanimous approval for any transfer of equity
interests

equity interests

» At least one director needs to be appointed.
Directors need to be natural people

» The default rule bestows each director the
power to represent the KK, but they can
appoint one or more representative directors

» |If a KK wishes to form a board of directors, at
least three directors need to be appointed, of
which at least one must be a representative

Executives3
director

» The default rule bestows each member the
power to represent the GK, but the members
can appoint one or more representative
members

» If the representative member is a legal entity,
such member must appoint a natural person
as an executive officer (shokumu shikkosha),
who actually executes the business of the GK

Term of office of Maximum 10 vears
directors/members Y

No limitation

Board of

directors/members Not required

Not required

» A “statutory auditor” is required if the KK has
a board of directors

Both a statutory auditor and an accounting
auditor are required if the stated capital is
JPY500 million or more, or the total liability
is JPY20 billion or more

Statutory auditor and >
accounting auditor

Not required

Public disclosure of
financial statements

Required (annually)

Not required

2 Shares in a KK are generally freely transferable unless restricted by the articles of incorporation.
3 The requirement to have at least one Japan resident representative director/member was

abolished in March 2015.
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Steps of incorporation

The incorporation of a KK or GK usually takes three to four weeks. The required
documents and their contents differ for each case.

The key steps for the typical incorporation procedures# are as follows:

KK GK

(If required) submit a prior notification on inward direct investment to the relevant Ministries via the Bank of Japan
and wait for the clearance®

Prepare an affidavit on the promoter (i.e., the initial Prepare an affidavit on the representative member with
shareholder) with notarization in the promoter’s country if | notarization in the representative member’s country, if
the promoter is a foreign legal entity the representative member is a foreign legal entity

Prepare the KYC documents on a substantial controller for
the notarization, adopt the articles of incorporation and
have them notarized by a Japanese notary public

Adopt the articles of incorporation (notarization is not
required)

Deposit capital in the promoters’ bank account at a bank | Deposit capital in the representative member's bank
licensed in Japan, minimum JPY1 account, minimum JPY1

Appoint a representative member (as necessary). If the
Appoint one or more directors and the representative representative member is a legal entity, it must appoint a
director (as necessary) natural person as an executive officer (shokumu shikkosha
who will actually execute the business

Submit an application for company registration to the Legal Affairs Bureau (Ministry of Justice). It generally takes one
week to complete the company registration

-
7]

T. Submit a post facto report on inward direct investment to the relevant ministries via the Bank of Japan

4 Alternative methods of incorporation may be available if there is a logistical issue or otherwise.

5 In certain cases (especially, where the business to be operated by a new company falls under
certain business regulated under the Foreign Exchange and Foreign Trade Act and/or the
products or services to be handled by the new company are subject to export controls), a prior
notification and clearance procedures would be required.
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Branches of foreign companies

A foreign company that intends to conduct business in Japan continuously must

(i) establish a subsidiary or (ii) file for the registration of a Foreign Company (so-called
branch establishment). Differently from a subsidiary, a branch does not have its own
legal corporate status and a foreign company will be directly liable for the activities
conducted by the branch.

In order to establish a branch in Japan, a foreign company needs to appoint at least one
individual representative (who must be resident in Japan). The branch needs to be
registered with the Legal Affairs Bureau.

The key steps for the typical procedures of branch establishment are as follows:

1. (frequired) submit a prior notification on inward direct investment to the relevant
Ministries via the Bank of Japan and wait for the clearance®

2. Appoint one or more branch representative(s). At least one of the branch
representatives must be resident in Japan but citizenship is not required

3. Prepare an affidavit on the foreign company with notarization in the foreign
company's country

4. Register the branch with the Legal Affairs Bureau (Ministry of Justice) within three
weeks from the appointment of the branch representative. It generally takes one
to two weeks to complete this branch registration

Steps 2 to 4 for setting up a branch in Japan usually take three to four weeks, after the
necessary information is provided.

The branch can be opened upon the appointment of the branch representative, except
that prior notification and clearance are required in certain cases.

A branch operation is acceptable in any business category unless applicable regulation
law for the business to be conducted requires any independent Japanese legal entity
(such as a KK or GK). A Japanese branch of a foreign company can have a bank account
located in Japan after the branch registration is completed.

A foreign company with a permanent establishment (PE) (e.g., branch) in Japan is
subject to Japanese corporate income tax (CIT) for the income attributable to the PE.

Representative office (RO)

It is easier to set up a representative office. However, a RO may not engage in any
commercial transactions. Its activities are limited solely to information gathering,
market research and general liaison activities.

Since a RO will not engage in any commercial transactions, in general, a RO is not
subject to corporate tax in Japan. However, if a foreign company has direct sales in
Japan and its RO is involved in the direct sales, the RO could be subject to tax as a
branch.

A foreign corporation can set up an RO in Japan. The RO is not required to be
registered with the Legal Affairs Bureau. However, a notification to the Financial
Services Agency must be made prior to the establishment of the RO of foreign banks,
insurance companies, securities companies or other financial institutions.

The RO is an extension of its foreign head office and typically cannot open a bank
account or lease real estate in its own name.

6 In certain cases (especially, where the business to be operated by a branch falls under certain
businesses regulated under the Foreign Exchange and Foreign Trade Act and/or the products
or services to be handled by the new company are subject to export controls), a prior
notification and clearance procedures would be required.
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Permanent establishment (PE)

The definition of a PE under Japanese domestic tax law is basically similar to that of the
Organisation for Economic Co-operation and Development (OECD) model treaty.

However, there are a number of Japanese tax treaties that provide the pre-base erosion
and profit shifting version of the OECD model treaty.

Residence

A corporation that is incorporated or has its head office in Japan is treated as a resident
corporation (no central management and control or effective management criteria are
used to determine the tax residence of a corporation).

Basis of taxation

Resident corporations are subject to Japanese CIT on their worldwide income, with an
exemption for dividends received from certain subsidiaries (please see Taxation of
dividends, interest, royalties and capital gains section).

Non-resident corporations without a PE are subject to Japanese CIT on their
Japan-sourced income.

A foreign corporation with a PE in Japan is subject to Japanese CIT for the income
attributable to the PE. A PE of a foreign corporation is assumed to be a separate and
independent entity from its head office, and the arm’s length principle is applied to
income attributable to a PE arising from deemed intra-company transactions.

8 | China Overseas Investment Network



Foreign tax credit

A foreign tax credit is allowed for direct foreign taxes (subject to limitations). A
deemed paid foreign tax credit (indirect foreign tax credit) is generally not available.

In addition, under tax treaties, a tax-sparing credit may be available to domestic
companies with a branch or subsidiary in a developing country.

Corporate tax rates

Years beginning before Years beginning on or
1 October 2019 after 1 October 2019

National CIT
(includes local corporate tax)

Local inhabitant tax 2.992%-3.782% 1.624%-2.413%

Local enterprise tax
(includes special corporate 3.600%-3.780% 3.600%-3.780%
enterprise tax)

24.221% 25.589%

Surtax on undistributed retained

earnings Not applicable Not applicable
Alternative minimum tax Not applicable Not applicable

Notes:

1. The tax rates shown above are for a company of which the registered capital amount is more
than JPY 100 million (US$1 million).

2. The combined standard effective tax rate is approximately 29.74%-30.62%.

3. Family corporation tax is applied for certain undistributed profits for family corporations.

Tax consolidation

A Japanese parent company and all of its 100% (directly or indirectly) domestic
subsidiaries can elect to file consolidated tax returns (for national CIT only).

Generally, a subsidiary has to mark to market certain assets immediately before
entering into a consolidation group. A subsidiary’s net operating loss (NOL) will expire
at the time of entering into the consolidation group. An exception to these rules (e.g.,
mark to market and unutilized NOL) may be available in certain cases (e.g., 100%
owned by the parent company for more than five years).

New group income and loss sharing rules will be introduced effective for taxable years
beginning on or after 1 April 2022 as a replacement for the tax consolidation regime.
Under the new rules, the loss of a company can be passed to and shared with another
company within the same company group. Loss sharing will also be fixed at the time of
the original tax return filing, and if taxable income or loss increases or decreases
pursuant to a subsequent tax assessment or an amended tax return, the loss sharing
will not be impacted by such an assessment or amended tax return.

Doing business in Japan | 9
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Net operating loss (NOL)
NOL can be utilized in the following manner:
» Carryback: one year (qualified small or medium-sized corporations only)

» Carryforward: 10 years (9 years for losses incurred in tax years beginning before 1
April 2018)

» Limit of utilization: up to 50% of current year's taxable income (100% for qualified
small or medium-sized corporations)

Change-in-control rules are applicable in certain circumstances (e.g., terminate all
business and start another business after the control change).

Tax incentives

Japan offers various tax incentives (e.q., tax credit, special depreciation), such as:
» Research and development

» Investments in domestic machinery, energy-saving facilities and 5G technology

» Salary increase

Consumption tax

Consumption tax is imposed on the sale or lease of goods and provision of services in
Japan, with some exceptions.

The tax rate is 10% beginning 1 October 2019. An 8% reduced rate applies to fresh
and processed foods except for alcoholic beverages and food/beverages served at
a restaurant.

0% applies to export transactions.

Stamp duty

Stamp duty is imposed when certain types of documents are executed, e.qg., real
estate and business transfer agreements. The maximum stamp duty liability is
generally up to JPY600,000 (US$6,000).

Stamp duty is not imposed on the disposal of shares of a Japanese corporation.

Other taxes on corporations

» KK -0.7% of stated capital
Capital duty (registration (minimum JPY 150,000 or USS$1,500)

tax) » GK - 0.7% of stated capital
(minimum JPY60,000 or US$600)

Registration tax on

transfer of real estate 2% on the appraisal value (1.5% for land)

SEENES e Vb= e 4% on the appraisal value (3% for land)

Depreciable fixed assets 1.4% on the net tax-book value of the
tax depreciable fixed assets as of 1 January

0.25% on total salary or JPY600 (US$6) per square meter
of floor space in business use

Business premise tax




Taxation of dividends, interest, royalties and capital gains

Interest income and capital gains or losses are included in ordinary taxable income. A
dividend paid by a wholly owned domestic corporation is fully exempt from CIT.

If ownership in a dividend-paying domestic corporation is less than 100% but more
than 33.33%, dividends, net of any related interest expense incurred for acquisition of
the shares, are excluded from gross income. Fifty percent of domestic dividends are
taxable if the domestic shareholder holds a 33.33% interest or less in a Japanese
distributing company. If the ownership percentage is 5% or less, 80% of domestic
dividends are taxable.

Ninety-five percent of foreign dividends (with 25% or more ownership) are generally
excluded from taxable income (no credit or deduction is available for foreign
withholding tax). The ownership threshold of 25% may be reduced under certain tax
treaties. This exemption for dividends paid by a foreign subsidiary will not be available
for dividends that are deductible in the country where the foreign subsidiary is located.

For Japanese corporate tax purposes, capital gains are treated as ordinary income to
which normal tax rates apply. Capital gains from the transfers of certain shares held
by a foreign company are subject to corporation taxes, unless exempted by applicable
tax treaties, under certain conditions, for example: (1) shares in a Japanese
corporation owned at least 25% directly or indirectly (tested for the past three years)
and sold at least 5% in a given year and (2) shares in a real estate holding corporation
(at least 50% of whose assets consist of real properties located in Japan). The rate for
the non-resident capital gains taxes is 24.22% (for fiscal years beginning on or after 1
April 2018 but before 1 October 2019) and 25.59% (for fiscal years beginning on or
after 1 October 2019).

Withholding tax

Japan levies a non-resident withholding tax on dividends, interest and royalty
payments at the domestic tax rate of 20.42%, unless reduced by applicable tax
treaties. Other payments made to a non-resident may also be subject to withholding
tax if they constitute Japan-sourced income.

Indirect transfer

Generally, there are no adverse Japanese tax implications on an indirect transfer of
shares of a Japanese corporation, unless the transferee company is a real estate
holding company.

Tax treaties

As of June 2020, Japan had signed 76 income tax treaties, all of which are in force.

Tax treaty application and timing

An application form for withholding tax reduction or exemption has to be filed with tax
authorities through a withholding agent before a payment is made to non-residents. In
case of a capital gains tax exemption, the application has to be filed with tax
authorities within two months from the non-resident company'’s fiscal year-end.

In general, a residency certificate has to be attached to an application form for
claiming a tax treaty benefit that is subject to a limitation-on-benefits clause.

General anti-avoidance rules (GAAR)

Japan has no GAAR, but it does have specific anti-avoidance rules for (1) closely held
corporations, (2) corporate reorganization, (3) corporate tax consolidation and (4)
calculation of Japan-sourced income attributable to a PE in Japan. Japanese tax
authorities may use the substance-over-form concept to deny tax treaty benefits for
transactions motivated only for tax treaty benefit.
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Transfer pricing (TP)

In general, the Japanese tax authorities refer to the OECD TP guidelines to the extent
necessary.

A statement concerning details of foreign-affiliated persons and transactions with
Japanese tax authorities (Schedule 17-4) has to be attached to the annual corporate
tax returns.

Japan adopted TP documentation and reporting rules that include country-by-country
(CbC) reporting, master file and local file applying for fiscal years beginning on or
after 1 April 2016 (for CbC reporting and master file) and fiscal years beginning on or
after 1 April 2017 (for local file).

A Japanese company that is the ultimate parent of a multinational group having a
group revenue of JPY 100 billion (approximately USS1 billion) or more in the
preceding fiscal year must file a CbC report. Japanese companies (including a PE of a
non-Japanese group company) may be required to file the CbC report under certain
conditions. An advance pricing agreement (APA) (unilateral and bilateral APAs) is
available and very common.

Thin capitalization rules

Japan has a thin capitalization debt-to-equity ratio of 3:1. Interest on the excess
portion of loans is permanently non-deductible. In addition, the deductibility of
interest may be limited by the following earnings stripping rules:

» Net interest exceeding 50% of adjusted taxable income is non-deductible (the
threshold will be 20% for fiscal years starting on or after 1 April 2020)

» Non-deducted net interest can be carried forward for seven years

A corporate taxpayer has to apply both tests to its interest expense on foreign-related
debt. If both of the tests apply, the test that gives rise to the greater disallowance
would apply.

Controlled foreign corporation (CFC)

Under the current CFC rules, a foreign corporation with a majority of shares owned by
Japanese residents is treated as a tax haven company if such foreign corporation
meets either of the tests below:

» A paper company, cash box or blacklist company that has an effective tax rate of
less than 30%

» A foreign corporation that does not meet the economic activity criteria and has an
effective tax rate of less than 20%

Generally, the income of a tax haven company is included in the Japanese
shareholder's taxable income in proportion to its ownership if the Japanese
shareholder owns at least 10% of the tax haven company.

If a foreign corporation’s effective tax rate is less than 20% and meets the economic
activity criteria, only certain passive income is included in the Japanese corporation’s
taxable income.

Tax authority

The National Tax Agency is the tax authority in Japan.



Tax administration
» Tax year and tax return filing date
» The fiscal year stated in the articles of incorporation is used as the tax year

» Corporate tax returns have to be filed within two months after the tax year-end.
A one month extension (a two-month extension for consolidated tax returns) is
normally available on application to the tax authorities, during which interest
will be applied for the tax liability for a one- or two-month period. A four-month
extension could be available for certain corporations

» Statute of limitations
» The statute of limitations is five years in general

» The statute of limitations is six years for TP assessment (seven years for fiscal
years starting on or after 1 April 2020)

» The statute of limitations is seven years for assessment on fraudulent tax
avoidance and ten years for correcting the amount of NOL

» Penalties
» Penalties may be imposed on taxpayers that fail to file tax returnsin a timely
manner, pay taxes or underreport their total tax due

» Tax rulings
» A taxrulingis available to confirm a tax position, but this is not commonly used
in practice as the details of the ruling are disclosed to the public. Instead of
obtaining a tax ruling, parties may use non-binding pre-consultation
Accounting principles and financial statements

Japanese generally accepted accounting principles apply.

Generally, a private company is not subject to a statutory reporting requirement.
However, if the form of a company is a KK, a balance sheet needs to be disclosed.
Also, if the KK is a large company, which is defined as a company with a share capital
of at least JPY500 million (USS$5 million) or liabilities of at least JPY20 billion
(US$200 million), it needs to disclose an income statement and has to have a
statutory audit.

Foreign exchange control

In general, foreign exchange transactions are not subject to government control.

Currency

The currency is the Japanese Yen (JPY). A Japanese entity is required to have
financials in JPY for various reasons, including tax return reporting.

Dividend distribution

The Company Act requires dividends to be distributed out of distributable surplus,
subject to a legal reserve requirement.

Interim dividend

Interim dividend distribution is allowed.
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Americas Area

» Canada

» United States
» Caribbean Region
> lIsrael

» Bolivia

» Ecuador

» Jamaica

» Mexico

» Peru

» Venezuela

» Argentina

» Brazil

» Chile
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China Overseas Investment Network

The China Overseas Investment Network (COIN) connects EY professionals around

the globe, facilitates collaboration and provides consistent and coordinated services
to our Chinese clients to make outbound investments. Building on the existing China

Business Group in the Americas, EMEIA and Asia-Pacific areas, COIN has expanded
our network to over 70 countries and territories around the world.

COIN is part of the EY commitment to provide seamless and high-quality client
services, worldwide, to Chinese companies going overseas and doing business
overseas. The highly integrated structure across the globe enables us to deploy
dedicated teams with strong local experience and deep industry knowledge to
provide seamless services to EY clients.

EMEIA Area
» Austria Turkey
> Belgium United Kingdom
» Czech Republic Uzbekistan
> Denmark Bahrain
» Finland Eqgypt
» France Kuwait
» Germany Saudi Arabia
> Greece United Arab Emirates
> Hungary India
> ltaly Algeria
» Kazakhstan Angola
» Kyrgyzstan Cameroon
» Luxembourg Democratic Republic
» Netherlands of Congo
> Norway Ethiopia
» Pakistan Libya
» Poland Mozambique
» Portugal Nigeria
» Romania South Africa
> Russia South Sudan
» Spain Uganda
» Sweden Zambia
» Switzerland Zimbabwe

Asia-Pacific Area

» Australia

» New Zealand
» Japan

» South Korea
» Brunei

» Cambodia

» Indonesia

» Laos

» Malaysia

» Myanmar

» Philippines

» Singapore

» Srilanka

» Thailand

» Vietnam



How EY COIN makes a difference

Global reach and local knowledge

The highly integrated services across the globe and local knowledge bring benefits to
your global investments; we have a presence and rich experience in almost every
country in the world. We also have dedicated local resources in China that are
experienced in helping Chinese companies with their overseas investment activities.

Seamless multilingual service teams

We have professionals in the Assurance, Tax, Strategy and Transactions and Consulting
services who are proficient in various local languages, such as Chinese, Japanese and
English. They also possess solid knowledge and experience of the local and international
markets to provide timely assistance to your overseas endeavors.

COIN credentials and experience

EY teams worked with many Chinese enterprises as they went abroad and in their
numerous significant Chinese outbound transactions. In the past three years, we
assisted more than 3,200 Greater Chinese clients in the execution of over 74,000
overseas investment-related projects. We assisted with the strategy and transactions,
finance, legal and consulting services, from pre-deal strategic planning and risk
assessment to due diligence in merger and acquisition, and asset disposal and
separation, with the aim to improve the profitability of clients, enhance investment
portfolio and realize sustainable growth.

Our industry-specific teams collaborate with each of our service lines to address
complex client issues with services tailored by deep industry knowledge and a global
vantage point.

Advanced manufacturing Mobility

Banking & capital markets Oil & gas

Consumer products & retail Power & utilities

Government & public sector Real estate, hospitality & construction
Health Technology

Insurance Telecommunications

Life sciences Trading house

Media & entertainment Wealth & asset management

Mining & metals
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Planning and market entry

»  Market entry strategy
» Location study
» Investment environment analysis and
market diligence
»  New market development analysis
» Merger and acquisition strategy
»  Company targeting
»  Government relations
> Law*
» Risk assessments
» Real estate advisory
>  Construction and development
advisory
> Investment analysis

Our one-stop service

Chinese businesses when planning or investing overseas are often in face of numerous
challenges. Our wide spectrum of professional services can help clients address the
challenges in any stage of overseas investment, from planning, execution to integration.

Deal execution

» Financial due diligence
» Tax due diligence
» Commercial due diligence
» Operational due diligence
» Deal structuring
» Financing planning
» Tax planning
»  Valuation, modelling and economics
» Deal negotiation support
» Government approval and business
registration support
» Real estate advisory
> Real estate property / portfolio
due diligence and valuation
» Real estate tax planning
> Process design and management
» Financial accounting advisory
> GAAP conversion
» Transaction accounting and
reporting
> Purchase price allocation

*Our legal services are provided in specific countries and territories.
(Services are offered subject to certain conditions. Please contact us for details.)
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Integration and closing

Day-one readiness assessment and

100-day planning

Synergy assessment and delivery

Restructuring

Performance Improvement -

finance / customer / supply chain

Risk - risk assessments / internal

control / transformation

IT advisory

Assurance services — compliance and

reporting / financial statement audit /

consolidated reporting / internal control

audit

Tax advisory, tax policy and

controversy

Transfer pricing and operating model

effectiveness

Human capital

Mobility

Overseas IPO

Sell-side assistance at the closing

stage

Real estate advisory

> Real estate restructuring services

> Project management

Advisory for financial services

> Anti-money laundering

> Regulatory and compliance risk

> Market risk and quantitative
advisory services

> Credit risk, operational risk and
liquidity risk

> Economic capital and risk-adjusted
performance management

> Actuarial services

Financial accounting advisory

> Integration of financial statement
closing process

> Consolidation and reporting



EY Japan at a glance
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EY - professional services organization

At EY, we care about the creation of long-term value in your business and industry as
well as your journey of internationalization. Our practices across over 150 countries
and territories are organized in three integrated geographic areas - the Americas,
EMEIA and Asia-Pacific areas, making us one of the globally integrated professional
services organizations.

The EY network across the globe enables our professionals who have solid industry
experience to provide clients with suitable services swiftly. The multidisciplinary and
collaborative EY approach in the global marketplace brings benefits to clients with our
global perspectives and efficient operations.

EY Japan

Ernst & Young ShinNihon LLC EY Social Insurance and Labor

Advi .
Ernst & Young Tax Co. dvisors Corporation

Ernst & Young Transaction Advisory EY Law Co.

Services Co., Ltd. EY Forensic & Integrity LLC

i . Ltd.
EY Advisory & Consulting Co., Ltd. Ernst & Young Solutions Co., Ltd

Ernst & Young Business Partner Co., Ltd. EY Japan Co., Ltd.

Kaish
EY Immigration Corporation EY Japan Godo Kaisha

billion consecutive years
FY21 people FY20 total revenue (JPY) FY20to FY19 Pride Index FY20to FY21
total revenue Gold Award people increase
increase
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Multidisciplinary professional services

Assurance

EY ShinNihon is the largest audit member firm in Japan. We provide audit, assurance,
financial advisory and a variety of other services (such as forensics, climate change and
sustainability services) to clients.

Tax

EY teams are deliberate in the use of its extensive experience and technological
capabilities to provide its clients — individuals and domestic and international
corporations — with the tax advisory and compliance services they desire, in fields
ranging from international taxation, M&A and reorganizations to transfer pricing.

Strategy and Transactions

We drive capital allocation and transaction strategy through to execution to enable fast
track value creation. With global scale and connectivity, we enable our clients to
navigate complexity and build a better working world. Our services support clients with
their business needs regarding Strategy, Buy & Integrate, Sell & Separate, Reshape
Results, and Corporate Finance.

Consulting

We ask better questions to help find answers to some of the world’s toughest challenges
by connecting with each other, EY clients, market influencers and strategic alliances
across the globe to help build a better working world.

» Business Consulting
» Business transformation
» Finance

» Supply chain & operations

» Technology Consulting
» Solution delivery
» Transformation
» Data and analytics

» Cybersecurity

» People Advisory Services



Contact us

Tax services

Xiao Wu

Director, International Tax and
Transaction Services - China Tax Desk
Ernst & Young Tax Co.

+81 90 1283 3918
Xia0.wu2@jp.ey.com

Osaka

Consulting services

Min He

Director, Strategy and Transactions
EY Strategy and Consulting Co., Ltd.
+81 90 8680 4119
min.he@jp.ey.com

Tokyo

- -

Ruoyun Wang

Senior Manager, International Tax and
Transaction Services - Transfer Pricing
Ernst & Young Tax Co.

+81 80 6232 4125
ruoyun.wang@jp.ey.com

Tokyo
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EY | Building a better working world

EY exists to build a better working world, helping
create long-term value for clients, people and
society and build trust in the capital markets.

Enabled by data and technology, diverse EY
teams in over 150 countries provide trust
through assurance and help clients grow,
transform and operate.

Working across assurance, consulting, law,
strategy, tax and transactions, EY teams ask
better questions to find new answers for the
complex issues facing our world today.

EY refers to the global organization, and may refer to one or more, of
the member firms of Ernst & Young Global Limited, each of which is a
separate legal entity. Ernst & Young Global Limited, a UK company
limited by guarantee, does not provide services to clients. Information
about how EY collects and uses personal data and a description of the
rights individuals have under data protection legislation are available
via ey.com/privacy. EY member firms do not practice law where
prohibited by local laws. For more information about our organization,
please visit ey.com.

© 2021 EYGM Ltd.
All Rights Reserved.

EYG no. 009843-21Gbl
ED None

This material has been prepared for general informational purposes only and is
not intended to be relied upon as accounting, tax, legal or other professional
advice. Please refer to your advisors for specific advice.

ey.com
Follow us on WeChat

Scan the QR code and stay up-to-date with
the latest EY news.




