June 4, 2019

Ren ewable A|ert Letter Please contact our team member

. . o for further details and information.
- Limited Extra Edition
Minako Wakabayashi

Partner

Tokyo Bar Association

Tel: +81-3-3224-2926
mwakabayashi@orrick.com

Topic

Crisis: Potential New Tax on Solar Panels

KGR EFEL S RIVBLE A DGR fﬁkffl%%%
RIS
(BAFEIFFEFEOHRIHEET) if ;-%224-2926

mwakabayashi@orrick.com

Ther.e is a proposal in Mim.asr?lka—shi, Okayama prefecture to estab.lish * This letter is intended to provide
a special purpose tax (houteigai mokutekizei) on panels for solar project ot information  relevant  to
developers. Draft regulations have already been prepared and are to be  renewable energy in Japan. This is
presented at the regular assembly this month. Although the Minister for  not intended to be legal advice.
Internal Affairs and Communications will need to approve, a tax of  Individual legal and factual
JPY50/nt could be introduced as early as FY2020. Such tax is to be  circumstances for the subject matter

widely applied to both currently operating projects as well as new  ©f this letter should be taken into
projects consideration by consultation with

professional counsel.

For currently existing projects, the tax constitutes an unexpected and

retroactive burden that will make it difficult for developers to “secure fair

profits” as presumed under the FIT Act. It will heavily impact base case models, etc. for projects that have
already established financing structures, and it is highly likely to tie into loan default and early repayment.
Amid various restrictive regulations that govern solar projects, it will be impossible not to impair the
development of new projects if this tax comes to fruition.

Other municipalities will inevitably follow this example in a movement that will drive many solar projects, as
well as wind projects in certain cases, into major crisis. This runs counter to the government’s efforts to
mainstream renewable energy, betrays the domestic and foreign investors that have put their faith in Japan’s
renewable policies, and shakes our trust in Japan’s legal system and government at large.

If the draft regulations are passed, they will take effect after being approved by the Minister for Internal
Affairs and Communications. This is likely to happen since the Local Tax Act requires the Minister to consent
in principle except in certain cases.
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We ask the government to correctly recognize this is an extraordinary situation in which ministerial approval
should be withheld considering the double tax burden placed on solar projects when combined with property
tax, etc. and, as discussed, the contradiction of government policy.

FILEXENT, ABARBEXREFZRARICLEEENENG EXARE LB ZRRTLIBE
AHTEYET, BICEKHIELFELEOON, SADEFHTERICTIREENDILEDIETY ., BAICEF
BRHBERXREORENBETTA, BiFhIE 2020 FEM S/ ARV 1 FHA—MLETY 50 ANEBREND
SEIIRYFET ., BETORGNOSEFRINDILDETLIEBRARESNDIRAATY .

BEOEHICE S TR, BIRFHREELLBESATLEN>REBEOBERMMMNTHY .. BIEIN AR
ELTVWEERED NBERGFHAOER) PRELLBVES., 774 TV ABREADERTER—R
T—RETLENRITHEZERFEKRT, O—2DT 74U MOBRAIAFICEAT HAREELEVES
AFET. Tz, BABAFIBLLGEIRGAREBEERITEVWTCDRSBEEARBELTLEAL, #H
REHORRRENEESN S LEFRITONEEA,

AEBAEASINEHMDBBEDERBIVBET., E5GNE. BLORBARE. HEICE>TEHA
NEDEHIERLGREICESINDIZEIZRYES . ChiE BIREZEINBERELEIS ETHEDE
YillAEHRITHLE BADBIRHEKREEHEL TREZERTESEENNDOEXEZRYLLDTH
Y. BADEFE - BABRMADEELEIALIMGVEETHLEEZET,

AREFENFARSN-GEEEFIRBAEDOREFEZRTRIT A LIZBYFET, ABEL, BBXRE
Z. —EDEHAHDHLBOONDEHEEERE,. RAELTRBEZTIVENHIESNTEYES C
Enb, AEFENMRILTLES ARRMEEEEHEEEA. BL, ABRITOVTIE., KBEAEEICH
LTERICRSN TV IBEEEERFLENBREZERBICLHIEZADND L, LRRDELY . ED
BRIZRT S EMND, BMBRENMAEZEZLTREVWTEWINERALHINBTEEAFT., BEL
TELWHEBNGEINEZEERDET,
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