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In Brief
On 1 October 2019, Japan will introduce a multiple rate system for Japanese consumption tax (JCT) when
the standard JCT rate will increase from the current 8% to 10%. Under the new rate structure, an 8% rate (i.e.
the reduced rate) will continue to apply to the sale of food and beverages, as well as print newspaper
subscriptions. In addition, a rate-classified invoice system 1 will be implemented for the period 1 October 2019
to 30 September 2023 as a transitional measure until a qualified invoice system 2 comes into operation on 1
October 2023. This article outlines some key considerations that may impact businesses operating in Japan,
with a special focus on retailers of food and beverages.
1. Timeline
The timeline for implementation of the multi-rate JCT structure and qualified invoice system is shown below.

2. Key considerations
With less than eight months to go before the launch of the multi-rate structure, retailers already should have
been updating systems and making other preparations based on the lessons learned from the previous rate
increase from 5% to 8% in 2014. However, this time a more careful and comprehensive approach likely will
be required, taking into account the following:
(1)

Price setting and display for food/beverage products

Currently, enterprises are not required to show the JCT-inclusive price of items provided it is clearly stated
that the price displayed does not include JCT. With the introduction of the multi-rate system on 1 October
2019, price setting and display will become a significant issue for food and beverage retailers, as take-away
orders of food/beverage products will be eligible for the lower rate of 8%, while eat-in orders at restaurants
will be taxed at the standard 10% JCT rate.

1.A rate-classified invoice must differentiate between 8% and 10% items and state the total consideration for each rate, in
addition to the information currently required. Sellers are not obliged to issue such an invoice.
2.In addition to the items required on a rate-classified invoice, a qualified invoice also must state the JCT amount for each
rate and the registration number of the qualified issuer. Sellers are required to issue qualified invoices to buyers.
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Enterprises offering both take-away and eat-in food/beverage items generally may set prices themselves and
therefore, under certain conditions, may set a higher JCT-exclusive price for take-away items than for eat-in
items, with the result that JCT-inclusive prices for both are equal.
(2)

Store operations for food/beverage retailers

Stores selling both take-away and eat-in items will be responsible for developing procedures to determine the
applicable rate (i.e. 8% or 10%) for each item. Retailers generally will need to make this determination based
on the consumer’s declaration of whether the items are being purchased to take away or eat in.
However, retailers such as supermarkets that may provide a space with tables and chairs will need to
consider how to treat customers who consume on the premises food or beverage products declared as takeaway. Guidance on the multiple-rate system issued in November 2018 states that if consumption in such a
space is prohibited and no consumption takes place there in practice, the space would not be considered as
an eat-in space and the store would be allowed to apply the lower 8% rate to any food/beverage sales.
(3)

Own brand items

Retailers generally apply a rate of JCT based on related purchases and therefore do not need to determine
the applicable JCT rate independently. However, where retailers sell food/beverages internally developed by
themselves (e.g. own brand items), they will need to determine the applicable rate independently, as
manufacturers do, because their products may be “mixed items.”
(4)

Mixed items

A mixed item has a single price but comprises a food/beverage product eligible for the reduced rate of 8%
and a non-food/beverage product subject to the standard 10% rate. If the JCT-exclusive price of a mixed item
does not exceed JPY 10,000 and the food/beverage element accounts for at least two thirds of the item
(calculated on a reasonable basis), the lower rate of 8% will apply to the whole item.
(5)

Import JCT

Imported foods/beverages also will be eligible for the lower rate of 8%. Eligibility will be determined based on
whether or not the item is imported for human consumption, and the specific rate likely will be determined
based on the system of automated codes currently used for import declaration purposes.
3. Other impacts
Businesses not involved in the sale of goods eligible for the lower rate of 8% will need to take certain
measures to account for multiple JCT rates, as the multi-rate structure will affect their meal and beverage
costs. As the national and local tax portions of the current 8% rate and the proposed 8% reduced rate differ
slightly, enterprises may need to set up new tax codes to differentiate between the two.
In addition, for the period from 1 October 2019 to 30 September 2023, both current invoices and rateclassified invoices (a temporary measure before the start of the qualified invoice system on 1 October 2023)
may be issued. Therefore, enterprises purchasing goods eligible for the lower rate during this period will need
to confirm whether the invoices they receive contain all the information required under this transitional
procedure and if not, add to the invoice any missing items (e.g. items eligible for the 8% rate and the total
consideration amounts for each rate).
Deloitte’s View
While retailers have dealt with consumption tax rate increases in the past, the introduction of the new
multi-rate system means that food and beverage retailers will need to consider how to update their price
labels from October 2019 to treat take-aways and eat-ins appropriately and efficiently. In doing so, they
may need to consider updates to their systems, procedures to determine the proper rate, their consumer
pricing strategy, as well as methods for monitoring that the rates are being properly applied.
In particular, establishments that offer space where take-away items may be consumed on the premises
or those that sell mixed items may face additional complications in determining the correct rate of JCT.
Although guidance has been released on the multi-rate structure, it may not address every issue that
businesses may face. With less than eight months to go before the introduction of the multi-rate system,
enterprises should consult with their JCT advisors to make informed decisions on how to treat certain
transactions for which clear guidance is not provided.
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