Promotion of investment in facilities and equipment for sustainable growth | Nippon Steel & Sumitomo Metal Corporation

Reconstruction of Domestic
Bases to Surpass Global
Competition!
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The Tax Break
for that New
Equipment!
You can rely on it!
Tax Measures System to Promote Capital
Investment to Improve Productivity
The Industrial Competitiveness Enhancement Act, which entered
into force in January 2014.
Support measures under it, namely the Tax Measures System to
Promote Capital Investment to Improve Productivity, are receiving
more and more positive feedback. Now is the best time to invest in
the future.
Please take the time to learn about this tax system which you can
rely on.

The key to enhancing productivity
for future development is investment .
Business operators need to be
proactive . However, making new
investments is not easy. Since the
1990s, domestic investments in
facilities and equipment have been
on a downward trend, so
companies were forced to continue
using old equipment.
Thus, the Tax Measures System to
Promote Capital Investment to
Improve Productivity is being
launched to encourage proactive
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The Fax Break for that New Equipment!

investment in facilities and
equipment. This means an
“immediate depreciation, or a 5%
tax reduction” until March 31, 2016
and a “special depreciation of 50%
or a 4% tax reduction” from April 1,
2016 to March 31, 2017.
Furthermore, this system is
applicable to a wide range of
industries. What effects have been
seen? Let’s examine the positive
effects through a series of real
cases.

Steel production involves a long series of dynamic processes. To improve
the efficiency of these processes, large-scale investments in facilities and
equipment are required. METI asked three people who after using the system
stated that they wanted to take advantage of the system again why they had
such favorable opinions of the system.
Steel is indispensable for
monodzukuri (manufacturing) in
many fields which support
prosperity, such as automobiles,
railways, construction, infrastructure,
and energy. Demand for it tends to
increase over the long term.
However, to deal with environmental
changes that may occur in the
future and intensifying competition,
steelmakers cannot neglect their
sustainable evolution. Nippon Steel
& Sumitomo Metal Corporation
(NSSMC), aiming to be “the Best
Steelmaker with World-Leading
Capability,” is boosting its business
in various respects. One is the
“reconstruction of domestic
manufacturing bases.”

I felt the system was
“easy to use” at first
glance.
“As soon as we discovered this
system had started, we started

considering it. There are many
processes in steel production, and
our facilities are massive. We
focused on the Class B category
because we needed to enhance our
overall capabilities rather than
individual areas,” said Mr. Takahiko
Iwai, Senior Manager, Head of
Department of the Financial Planning
& Capital Budgeting Dept. in the
Accounting & Finance Div.. More
than 40 years have passed since
the establishment of the company’s
main steelworks. Although these
steelworks could remain productive
if properly maintained, further
efficiency can be achieved by
introducing cutting-edge facilities
and equipment. The company,
which is promoting a medium-term
management plan that is to last until
fiscal 2017, establishing the
“strengthening of manufacturing
capabilities in terms of both facilities
and people” as one of its pillars, so
this was a perfect time for
implementing this tax system.

“This system exactly matches the
direction of our investment plan and
deliberation process. Also, it is
effective as an incentive for
investment since it is easy to
understand for the people on site
who are involved in investment
decisions. For these reasons, I felt it
was easy to use overall.”

Energy conservation,
more clarity in project
proposal - a variety of
positive effects
“We were able to make the
maximum investment with minimum
resources,” said Mr. Hiroo Ishibashi,
Senior Manager, Head of
Department of the Equipment
Control Dept. in the Technical
Administration & Planning Div., who
provided favorable feedback. “We
decided to refurbish the coke ovens
at Kashima Works in Ibaraki
Prefecture and Kimitsu Works in
Chiba Prefecture as measures to
strengthen the production capacity

Uninterrupted production of a large
variety of steel products
The tax system supported improving the
efficiency of the “battle against heat”!
Nippon Steel & Sumitomo Metal
Corporation’s steelworks premises are vast,
and it is not an exaggeration to call it a
“town.” Its manufacturing bases throughout
the country produce various products
including thin plate for automobiles, thick
plate for ships and bridges, bar steel and
wire, building materials, and steel pipe.
Investment in equipment using this tax
system realized greater efficiency in burners
used for heating furnaces.
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of our domestic manufacturing
bases. The total investment was
approximately 50 billion yen. In
addition to securing international
competitiveness through cost
reductions, we also anticipate CO2
reductions due to energy
conservation. Additionally,
investments that lead to the
development of new products in
collaboration with customers and
cost reductions for products will
also enhance the competitiveness
of our products. I am pleased that
we will be able to contribute to the
entire industry while building winwin relationships with customers.”
(Mr. Ishibashi, Senior Manager,
Head of Department)

understand fully, we spent a lot of
time adjusting the details of the
application prior to submission.”
Mr. Yamagishi said that a Regional
Bureau of Economy, Trade and
Industry was key in providing
answers to important questions.
“They helped a lot. They gave me
clear and thorough answers on
unclear points. I advise business
operators who have concerns to visit
a Regional Bureau of Economy,
Trade and Industry for a
consultation.”

Meanwhile, as the consulting tax
accountant for NSSMC, Mr. Tetsuya
Yamagishi of PwC Tax Japan played
a critical role in the application
process under the tax system. “Our
role is to issue prior approval of the
investment plan. What type of
equipment and facility investments
will they make for which
manufacturing processes? What
processes will lead to the greatest
cost reductions? In order to

Mr. Yamagishi, who has worked
with various tax systems, evaluated
this system positively. “The purpose
and requirements for applying are
simple, and support in completing
procedures is well managed. I think
this is a successful example of a tax
system.” With the expectation that
the number of business operators
utilizing this system will increase in
the future, NSSMC has already
considered the next step.

“The biggest benefit is that we can
use the amount deducted from our
taxes for our next investment. We
are eager to utilize this tax system
next year too.” (Mr. Ishibashi, Senior
Manager, Head of Department)

Increases in investment
will certainly strengthen
Japan

“We have 12 manufacturing bases
nationwide. Investment in each
manufacturing base will lead to the
revitalization of the region around it.
We cannot manufacture anything
without the support of others. I
think that if a wide range of
industries and companies use these
tax systems and enhance the
competitiveness of their supply
chains, it will lead to the
enhancement of Japanese
competitiveness.” (Mr. Iwai, Senior
Manager, Head of Department)

 ippon Steel & Sumitomo
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Three points for “avoiding trouble” with the
application process

1

2

3

Have detailed meetings
with a tax accountant or
other professional.

Actual investment plans
are the basis for documents
to be submitted.

If you have any questions,
go to a Regional Bureau of
Economy, Trade and
Industry!

In particular, if you work in an
industry where technical terms
are frequently used, try to have
clear and thorough meetings
beforehand.

Explicitly quantifying return on
investment and other matters
enables the smooth creation of
applications for confirmation.

If you have any questions, go to
a Regional Bureau of Economy,
Trade and Industry. There, they
are prepared to answer your
questions.

We were able to make
the maximum
investment with
minimum resources.
We would like to utilize
this tax system next
year, too.

I think this is one of
the most successful
examples of the
various tax
incentives available.

This will lead to the
enhancement of
competitiveness for
the entire supply
chain.
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Mr. Takahiko Iwai

Mr. Hiroo Ishibashi

Certified Public Accountant,
Licensed Tax Accountant
Tax Partner
PwC Tax Japan, International
Tax Services Group

Financial Planning & Capital Budgeting Dept.
Senior Manager, Head of Department
Accounting & Finance Div.,
Nippon Steel & Sumitomo Metal Corporation

Equipment Control Dept.,
Senior Manager, Head of Department
Technical Administration & Planning Div.,
Nippon Steel & Sumitomo Metal Corporation
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Higashibaba Farm

Toward an Industry that More
People Want to Work in!
Aiming for “Attractive Agriculture”
Higashibaba Farm deals in the production and sales of
Ureshio tomatoes in Kobe City, Hyogo Prefecture. Thanks to
its capital investment, the potential for agriculture has been
greatly expanded.
Agriculture is often thought of as
being difficult, dirty, unprofitable,
and run entirely by the elderly. The
concept behind Higashibaba Farm
is to sweep away such negative
images and develop agriculture into
an industry that is “familiar and
attractive.”
The core of the Farm is its specialty
tomato production. The environment
inside its greenhouses is precisely
controlled by computers so as to
allow tomatoes to store plenty of
sugar. In addition, by using 100
percent groundwater, which contains
salt, the farm has produced
tomatoes with a rich flavor. Ureshio
tomatoes, produced for external
sales, have developed a good
reputation, and the Farm has
steadily expanded the scale of its
cultivation.

Introduction of highquality greenhouses
improves productivity
and work environment
There was plenty of room for
improvement in conventional
greenhouses in terms of tomato
cultivation, and reducing the
workload of tomato growers. How
could they more reliably grow
products that have excellent cost
performance while creating a better
working environment? The answer
was the introduction of high-quality

greenhouses , with the
help of tax incentives.
In December 2014,
production started at the
new greenhouses, which
were twice as large as
the previous ones.
Creative ideas such as
raising the height of the
greenhouses to increase
the space for cultivation
and determining the
ideal placement of the
ventilation windows so
as to allow for flexible
adjustment of the
temperature and
humidity depending on
the growth stage of the
plants, led to a massive
upgrade in the precision
of the environmental
controls. In addition, by
adopting a hanging
gutter system
(suspension system) and
installing rails designed
for farm work, the
working environment was improved
significantly.
As the amount of work increases,
the farm contributes to increased
job creation. Now the farm will take
on a research focus, aiming for the
establishment of “a new form of
agriculture.” The first bold steps
have been taken.

In effect until March 2017!
Tax Measures System to
Promote Capital Investment
to Improve Productivity

Mr. Tetsuya Yamagishi
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Contributing to the creation of jobs while removing negative images

This tax system started on January 20, 2014. It
covers equipment that was purchased or acquired
and also has or will have been used for business
purposes until March 31, 2017. There are Class A
and Class B items, depending on the type of
facilities and equipment which are to be covered.
After receiving confirmation under one of these
Classes and fulfilling the conditions with respect
to taxation including those concerning acquisition
costs, you are eligible for the tax incentive.

With the expansion in scale,
cultivation technologies have
further developed.
A greenhouse business that started with an
area of 2,000 square meters in 2012 has
expanded to three times the scale of the
original. New, high-quality greenhouses
allow for the cultivation technologies that are
one of Higashibaba Farm’s strengths, further
accelerating its development.

igashibaba Farm Co., Ltd.
CLICK!  H
(in Japanese)

Class A

Class B

If your investment was made for a
single facility or piece of equipment,
apply for this one.
It features simple procedures.

Class B covers entire lines
of facilities and equipment
designed to improve profit.

Class A covers “cutting-edge facilities and
equipment” such as mechanical devices,
tools, buildings, and software that must be
of the latest models and also are expected
to generate an annual improvement in
productivity of 1% or more on average.
Industrial associations are to approve the
facilities and equipment.

It covers “facilities that contribute to
improving production lines and operations”
whose annual return on investment is 15%
or more on average (5% or more in the
case of small and medium enterprises and
other smaller businesses) as stated in the
investment plan. The Regional Bureaus of
Economy, Trade and Industry are to
approve the facilities and equipment.
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Koyama: The number of applications
significantly increased in FY 2014. The
public is becoming increasingly aware of
the new tax system, and there is a
growing sense of anticipation.

Improving the quality of service through reducing wait times | Nissin Orido Hospital

What are the Changes that the
New Electronic Medical Records
System has Brought About?
Proactively adopting new ideas is one of Nissin Orido Hospital’s principles.
The recent great change to the hospital was the digitalization of paper medical
records. This digitalization seems to have produced various advantages in the
quality of the staff’s working life, service, and medical treatment.

Since its foundation in 1980, Nissin
Orido Hospital has been playing a
central part in regional medical
treatment for the surrounding areas,
covering six municipalities. In
response to the needs of the day, it
has been expanding its efforts,
ranging from not only treatment for
in- and outpatients, preventive
medicine, home health care,
support for sick children and children
recovering from illness, but also
further to emergency medical
treatment.
As the use of information
technology spreads, the use of
electronic medical records is
increasing. Nissin Orido Hospital
also considered switching from
paper records to electronic ones,
anticipating various positive effects.
Manually searching for medical

records, transporting them from
room to room, and manual data
entry—— are requiring many staff
members, time consuming and
confusing. It is hoped that these
problems will be solved with
electronic record-keeping.

Work involving
conventional paper
medical records now zero!
As the investment they intended to
make was difficult to evaluate
numerically, they were worried
about whether it would be
approved. Such a worry ended up
being needless, and the application
procedure for tax incentives was
successfully completed. The
implementation of the electronic
medical records system has just
begun. “The paperwork is

completely gone,” said a staff
member, feeling the effects of the
change. Not only does the new
system allow more than one doctor
to simultaneously browse the same
patient’s records through their data
terminals, but it also releases nurses
from the burden of searching for
doctors to get their instructions,
which used to be a common
occurrence at the hospital in the
past. “The system ensures the
efficient deployment of staff members,
which naturally results in a reduction
in overtime work.” Their smooth
daily operations have also led to the
improvement of services such as a
reduction in wait times for patients.
Nissin Orido Hospital is committed
to adopting new systems in order
to contribute to the local
community. It is certain that its role
will continue to grow in importance.
Establishing a committee to study
digitalization Vacant space is reserved
for effective use in the future
Nissin Orido Hospital has 13 clinical departments,
serving more than 400 outpatients per day. The
digitalization of medical records was discussed at
the Committee for Promoting Digitalization, led by
the vice chairman of the board of directors of the
hospital,,and an accountant mainly conducted
application procedures. The vacant space used
for storing patients’ medical records may be
utilized as break rooms and conference rooms in
the future.

 edical Corporation
CLICK!  M

Daiikai Nissin Orido
Hospital (in Japanese)

The key is investment plans
Five steps to approval
The flow chart on the right shows a scheme
for confirming the criteria for Class B items.
First of all, a facility or equipment user must
make an investment plan. The facilities or
equipment to be covered should be described
in the planning report, and they must be
indispensable in achieving the objectives
described in the report. Return on investment
can be calculated by dividing the return
(operating profits plus depreciation expenses)
by the value of the capital investment. After
you apply to a Regional Bureau of Economy,
Trade and Industry, it is expected to take
about one month or so before written
confirmation is issued.
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Regional Bureau
of Economy,
Trade and Industry
iii  Apply for

written
confirmation

The Fax Break for that New Equipment!

Ministry of
Economy, Trade
and Industry
Instruction, discussion, and consultation
regarding implementation of the system, etc.

iv Issue written confirmation

i Ask for confirmation for an investment plan

Facility or
equipment user
v The user may attach the written

ii

Issue prior approval

Certified public
accountant or
licensed tax
accountant

*1 To make use of this scheme, it is necessary to have

confirmation to the user’s final tax return your investment plan approved by a certified public
accountant or licensed tax accountant, regardless of
documents for the year when filing.
the scale of the user’s business. (Not necessarily an

Competent tax
office

auditor or a corporate tax accountant)

*2 Confirmation from a Regional Bureau of Economy,
Trade and Industry should be obtained prior to the
acquisition of facilities and other matters.

as an opportunity for us to develop an
internal environment for sharing the
importance of long-term visions.”
Takahashi: There are cases in which
the presidents of some SMEs and micro
businesses had something like
investment plans in mind but didn’t have
the opportunity to document such plans
or discuss them. But, applications for
the tax incentive seem to have provided
the opportunity for such SMEs and
micro businesses to reconsider how to
strengthen their systems in the future.

Takahashi: In some cases, applications
are returned to applicants due to
mistakes or typos. Most of the mistakes
are simple, such as writing names or
addresses incorrectly.

Takahashi: Applicants are eligible to file
Koyama: If applicants consult with their
applications for the tax incentive without
nearest Regional Bureau of Economy,
being restricted by the scale of their
Trade and Industry, this will prevent
company or which industry they are in,
mistakes and enable applicants to file
and the incentive is available regardless
applications smoothly after receiving our
of whether they are corporations or
advice. We endeavor to conduct clear
individuals. Thanks to such openness,
and thorough interviews for business
we have received applications from a
operators filing applications for the first
broad range of business operators, such
time and to give understandable
explanations to such
as pharmacists, bakers,
business operators.
business operators in the
manufacturing industry,
Takahashi: The Chubu
and those in the service
METI | Comments by personnel in charge
Bureau of Economy,
industry including
Trade and Industry is also
operators of businesses
Tips and techniques for a smooth application process
providing telephone
such as hotels and leisure
and ways to effectively utilize the tax incentives
counseling and holding
facilities.
explanatory meetings for
a diverse array of entities
Tsuda: For example, the
such as chambers of
Kinki Bureau of Economy,
commerce and industry,
Trade and Industry is
certified public tax
introducing diverse
accountant associations,
examples of the
and financial institutions.
utilization of the new tax
Also, as I endeavor to
system on its website,
provide careful and
not only to provide
thorough responses, I
benefit to business
The Regional Bureaus of Economy, Trade and Industry respond to
received an e-mail with
operators utilizing the
inquiries and issue written confirmations. Supportive comments
the positive comment,
incentive but also to serve
from applicants, such as, “We are so lucky to have used the new
“We want to make use of
as a good opportunity for
tax
system”
are
encouraging.
the new cash flow from
sellers of production
utilizing the new tax
systems such as
system for our growth in
equipment manufacturers
Making use of the new tax
to promote their products. We are raising
the future,” which made me happy.
public awareness, taking the presence of
system which targets a
Tsuda: Such meetings serve as a
such players into consideration as well.
broad range of entities as
valuable opportunity for us to hear
Koyama: We can say that the
applicants’ comments directly.
an incentive for investments
advantage obtained by utilizing the new
Koyama: If applicants are classified as
Tsuda: As for Class B application
tax system is unprecedented. For
entities including SMEs, they can also
procedures, applicants file applications
example, until March 2016, this incentive
utilize additional measures provided by
with Regional Bureaus of Economy,
allows the immediate deduction of the
the Investment Promotion Tax Measures
Trade
and
Industry
after
obtaining
prior
full cost of depreciation for buildings,
for SMEs. I truly think the new tax
confirmation for their proposals on their
which usually is done over several
system for promoting investment in
investment plans from experts such as
decades. I received a comment from a
facilities and equipment to improve
certified public accountants and tax
business operator saying that such an
productivity is a system that can help
accountants, which is apparently quite
advantage made the business operator
you realize your dreams. Therefore, we
complicated. However, if applicants refer
finally decide to implement an
would definitely like you to consider
to their investment plans that a large
investment plan that the business
utilizing this new tax system.
number of ordinary business operators
operator had hesitated to implement for
already have, they can complete their
many years.
proposals just by copying the figures
Tsuda: Investment plans play an
obtained from such references to their
important role in the new tax system.
own application forms. Applicants are
Therefore, one applicant said, “The
not required to file unique investment
application for the tax incentive served
plans.

Stories from the Front Line
about Experiences with the
Measures from Users

(Left to right)
Mr. Yasuaki Koyama,
Equipment Examination Chief,
Industrial Location Office, Economic
Policy Department, Kanto Bureau of
Economy, Trade and Industry

The Regional Bureaus of Economy, Trade and
Industry are the branch bureaus of METI for each
region, which have been established in
Hokkaido, Tohoku, Kanto, Chubu, Kinki,
Chugoku, Shikoku, Kyushu, and Okinawa.
Aiming to revitalize regional economies, the
Bureaus are making a broad range of efforts,
such as the promotion of business startups,
measures for SMEs, support for technology
development, countermeasures for
Ms. Yuka Takahashi,
environmental and energy issues, and the
Business Succession Officer,
advocacy of the interests of consumers,
Small and Medium Enterprise Division, targeting companies, consumers, local
Industrial Department, Chubu Bureau governments, universities, and relevant entities
of Economy, Trade and Industry
in each area under the jurisdiction of each
Bureau.

Mr. Satoshi Tsuda,
Equipment Examination Chief,
Economic Policy Division, Economic
Policy Department, Kinki Bureau of
Economy, Trade and Industry

 ax Measures System
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to Promote Capital
Investment to Improve
Productivity (in Japanese)
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