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A. General Comments on Rental and Leasing Service

1. HWe have the Survey of Rental and Leasing Industries yeariy (since 1973)
and monthly(since 1987) . based upon the foliowing definitions in order to
grasp the deveioping situation in leasing and rental industries which
regarded as one of the most important service industries in Japan

« Lleasing: financial feasing
+ Rental: rental and cperating or maintenance leasing

Each catedory is defined as foliows.

Leasing: Leasing refers to an activily to newly acquire, upon request and on
behal f of clients, any kinds of plants and equipment and then to
lease them to the clients. A centract period is determined within
the period of economic durable years of the goods leased and
usually it is not aklowed to cance! a contract in the middie of the
contract period. The lease charges paid through the contract
period are determined so that their total amount covers by and
large both the aguisition costs of the goods leased and the
incidental costs such as interests

kote:

1} The practice in the operation of tax system in Japan is such that
certain tease contracts, inciuding those in which the iease period
is less than 70% of legal durable years of the lease object, are
regarded as sales contracts, in order to ensure equity in tax burden,
since they involves tax-related problems sich as too early depreci-
ation of the ebject. When over depreciation is recounized, duly

depreciation is requested according to the legal durable years of
the goods,



27 Althouch the iease period is usually as long &5 2 1o 6 vears
there can be alsc one which is oniy one year and two or three months
fong.  Then, by defining a lease contract as that of a ¢ne-vear or
longer period, we can cover almost all the lease contracts

The ieasing services mentioned above can be devided into the following two
categories in Japan.

The criteria of classification are whether a cancel of the contract in
the middie of the contract period can be made or not and whether the
contract period is over than the period determined within the economic
durabte years of goods leased which is allowed by tax reguratory (70X now)
or not.  The characteristics of each type of leasing is as Toilows.

Financial Leasing: A leasing company acquires and leases to a client the
goods demanded far by the client instead of fipancing funds for
equipment investment for the clignt.

It is assumed that a cancel of the contract in the middie
of the contract period can not be made and the contract period is
more than 70% of lega! durable years.  The cost for maintenance
and repair of the lease object is to be born by the [essee.

Operating or Maintenance leasing: The leasing period is short, one year or
nore, which is shorter than that of financial ieasing, and the
contract can be cancelled in the middle by giving a notice a certain
fength of time before. MHaintenance and repair of the lease object
are under responsibility of the leasing company in principle
Typical goods for this type of lgasing are ¢eneral purpose conpuier,
copying machine, and so on



Rental:  Aznta. rafers o an activity
wiich can be used for genars! purodss, o the o japts far
short period (usuaily, on a detly or wesily contract for ths periods
of tess than one vear).  An object rsturned by a client can be rentsd
again 1o another ¢lient.  The object to be rented is chosen oul of

the stock held by the renter at the lLime of the renting.

2. About these two tvpes of leasing services. the fimancial beasing shoutd
be classified as the corresponding ¢lass of Givision 86 “Banking and
Insurance Services” according to the draft presared by the UNSO and the
conment of Austrabia. For the operating or maintenance leasing, Australian
comment says, since it is a substitute for selling. it should be classified
as wholesalie trade services.

However, both types of leasing service are neither financial services
nor wholesale trade services but are another new Lype of activities with
great economic importance in our opinion for the reason as fol!ows.

{Reasons]

» Those activities are leasing of geods which are different from the
fipancial activities.

- Those activities are different from the buying and selling
agtivities since they do not invoive a transfer of ownhership.

30 they should not be classified as financial and wholesale activities
respectively for the sake of grasping the actual situations of economic
activitiss in Japan.

As regards forms of origination of the leasing services in Japan{of
1960 ), some have heen developed as a substitute for financial services
while others as a substitute for wholesale services because of the shortage
of fund for investment, but now-a-days nevertheless the abundance of fynd
to invest the leasing services in Japan have been growing in its number angd



TUPRAVE~. &nd it8 &arvicss have been diversiTied with providipg various
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kinds of servicss. such &5 Gperation. maint

Anyeay leasing services in Japan are gaining more and mare weight in
the economy as a tool for equipment investment which guantitatively makes up
for what loans and athers from financial institutions cannot cover, and
have grown so much as to form the hiagest equipment jnvestment industry of

the recent vears. Therefore they should be fisted as an independent entry.

3. As we already proposed, general goods leasing services and rental services
should be added in the classification of [SIC, since there are a lot of
establishments which lease or rent a wide variety of goads, although there
are alse quite a few leasing or renting establishments specializing in only
one item in Japan.

Among these establishments, those which specialize in one ifem and at the
same time lease ar rent other items incidentally should be classified
according to their respective specialization

With reference to this view, the United Kinodom sugoested that it might be
mere appropriate to enlarge the present ISIC ¢lass 8419 so as to include
them there. However in the actual situations in Japan, among leasing and
rental services to establishments, the weiphts of general goods leasing
and general goods rental, in the total amount of ieasing and rental contract
for 1985 are 16% and 3% respectively. Therefore, we do not think it is more
appropriate to include them present ISIC class 8419, (See the table in the
next page)

Those services should be classified as independent ciass of general goods
leasing and rental, in the same way as general merchandise wholesale is
identified as class 6220.



gtal agount ef gontrect for 18a35

| Leasing 3 |
': miliion yen . % mitlion ven | % |
. | |
Total ! 3,591, 958 l 00 ¢ 1,253,132 | 100
| ! |
| | .
| | |
| 1 !
' | General goods | f | .
. leasing and rental | 585, 768 18! .52 |3
Do i | ]
L | i e i

Source: “Survey of Selectsd Service Industries ., the Ministry of
International Trade and Tndustry

4. We generally agreg to Austraiian proposal To break down the class for
rental services of tranrsport equipment without aperators into subclasses.
However we cannot find any establishment dealing in aircraflts or vessals as
rental services equipments

5. We would like To propose the detailed ¢lassification of ISIC divisicn 84
inpart 5. The definition of lease and rental are based upon the current
Japanese ohe, in short, lease means financial leasing, and rental megans
rental and cperating or maintenance ieasing. This is further detaiied broken
down than the Japanese one.  As Tor the CPC division 88 which should be
proposed here, it is omitted bscause the structure is almost same as that
of I31C except oniy one point, namelv General goods leasing or General goods
rental are deleted in the CPC division 38.

8. About Australian and our comment on the extant to which the draft CPC
shou!d go into details, it would be necessary t¢ intecrate some categories
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t12d Classification

Division 84 Leasing and Renta) services without operators
Group 841 teasing services concerning machinery and eauipment without
operators
Class 8411 General goods leasing
8412 Leasing services concerning transport eauipment without
operators
84121 lLeasing services concerning private cars without drivers
54122 lLeasing services concerning goods vehicles without
drivers , _
84123  leasing services concerning aircraft without operators
B4i24  lLeasing services concerning vessels without apsratoers
84129  leasing services concerning other transport aguipment
without operators
3413 leasing services concerning agriculture machinery andg
gouipment without operators
3414 leasing services concerning construction machinery and
gquipnent without operators
8415 leasing services concerning office machinary and equipment
(including computers) without operators
8419 leasing services concerning other machinery and equinment
without operators
Group 842 Rental services concerning machinery and equipment without
oparators
Class 2421 Genera! goods rental
8422 Rental services concerning transport equipnent without
aperators
84221  Rental services concerning private cars without drivers
84222  Rental services concerning goods vehicies without
drivers
84229  Rental services concerning other transport equipment



withouy ¢osrators
3233 Rental services concerping agrizulture machinsry and
aUtament witnout Gnerators
8424 Rental services concerning construction machinery and
gquipment without operators
8425 Rental services cancerning office machinery and equipment
(including computers) without operators

8429 Rental services concerning cther machinery and equipment
without operators

Group 843 Rental services copcerning personal and household poods
Class 33431 Rental servicas concarning televisions, radios. video
tassette recorders and related eguipment awd accessories
8432 Rental sarvices concerning furniture and other househald
anppliances
8433 Rental services concerning pleasure and leisure equipment
B433 Rental services <oncerning other personal or household
go0ds

Betailed Explanatory Notes

Class B411 Gensra! goods leasing or rental services
3421

Classes 8411 and 8421 respectively cover leasing services (for periods of
one year or more) and renting services (for periods of less than one year)
which are provided by those establishments which possess and lease or rent
more than two kinds of machines and other gaods that precure in place of
specific users, and lease ar rent machines and other goods for transpart,
‘agricuiture, censtruction and ¢ivil enginesring, and so on.

Those establishments which possess and lease or rent more than two Kinds
of machines and other goods that specialize in only one kind of them with the

rest being leased or rentad incidentally, are ¢lassified accerding to their
respective specialization.
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Subclasses 84121 and 84221 respectively cover leasing servicss (for
periods of one vear or more) and renting services {for periods of less than
Ong year) concerning private motor cars and station wagons without drivers
principally designed for the transport of persons

Exclusions: Renting services concerning private cars with drivers are
ciassified in subclass 7122

Subclass 84122 Leasing or rental services concerning goods vehicles
84222 without drivers

Subciasses 34122 and 84222 respectively cover leasing services (for
periods of one year or mere) and renting services (for periods of less than
ong vear) concerning motor vehicles without drivers, princinally designad for
the transport of goods (eg semi-trailers, trucks, lorries, cargo vans and
utitities),

Exclusions: Renting services concerning goods vehicles with drivers are
classified in class 7122

subclass 84123 Lleasing sarvices concerning aircraft without operators

Subclass 84123 cover leasing services (for periods of one vear or more)
concerning aircraft {eg helicopters, aerpplanes) without operators.

Exciusions: Renting services concerning airciaft with operators, for
any period are classified in class 7300
Renting or leasing services concerning bailoons, dirigibles, gliders
and hang gliders are classifiad in class 28433
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Subciase 82721 [sasing sgrvicae goncapning vessels without onsrators

)
<l

Sunciass B41Z4 covers 8asing services (For psriods of one vear or mare)
concerning boats, -ships and hovercraft without coerators primarily dasigned for
the conveyance of passenger and freight

Exciusions: Rentirg services concerning sea-gaing vessels with crew are
classified in class 7210

Renting services concerning non-sea-going vessels with clew are classified
in ¢class 7210,

Renting services concerning pleasure craft are classified in class 8833,

Subclass 84129 leasing Or rental services comcerning other transport
84229  equipment without operators

Subclasses 84129 and 84229 respectively cover leasing services ( for
beriods of one year or more} and renting services (for periods of iess tham -
one year) of ather transpert equipment without operators, Included are
leasing or rental services concerning railroad vehicles, snowmabilas
containers, public transport type passenger vehicles (eg buses), bicycles

rotor-cycles, caravans and campers.

Exclusions: Renting services concerning public transport type
passenger vehicles with operators are classified in class 7122

Renting services concerning matorcycies and snowmobiles with operators
are classified in subciass 7122

Class 8413 Leasing or rental services concerning agricultural machingry ang
8423 equipment without operaiors

Classes 8413 and 8423 respectively cover leasing services (for periods of
Oneé year or more) and renting services (for periods of less than one year) of
agricultural wachinery and eguipment without oparators. Inctuded are izasing
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Exclusions: Renting services concerning agrieultural machinery and
equipment with operators are classifiad in subclass 60114

Class 8414 Lleasing or rental services CONCErNiNg construction and civil
3424 sngineering machinery and equipment without gperators

Classes 8414 and 8424 respectively cover leasing services (for periods of
One year or more) and renting services (for perinds of less than one year) of
construction and civi! enginsering machinery and equipment without operaters,
[ncluded are leasing or rental services cencerning tractors for construction
and earth wmoving purposes, road graders, stearrofliers, dozers, sxcavating
machinery, front-end toaders, etc.

Exclusions: Renting services CORCErning construction and civil

engineering machinery and equipment with operators are classified in class
5050,

Class 8415 Leasing or rental Services concerning office machinery and
8425 equinment {including computers) without operators

Classes 8415 and 8425 respectively cover leasing services (for periods of
OnS year or more) and renting services (for periods of lfess than ane year)
concerning office machinery and equipment {including computers) without
operators. Included are leasing or rental services cencerning af! kind of
office machinery and equinpment such as duplicating machines , typewriters and
word pracessing machines; of accounting machinery and equipment such as
electronic calculating machines,cash registers and other machinas fncorporating
a calculating device; and of camputing machinery and equipment such as
automatic data processing machines central processing units, peripheral units and
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Exclusions: Renting services of computers or computer-reiated egquipmen:
with operators or mahagement are ¢lassified in class 8503

Renting of computer time on an hourly or time-sharing basis is also
classified in class 8503.

Class 8419 Lleasing or rental services concerning other machinery and
8429 equipment without aperators

Classes 8819 and 8829 respectively cover leasing services (for periods of
Gne year or more) and renting services (for periods of iess than one vear)
concerning other machinery and equipment without operators. Inciuded are
leasing or rental services concerning all kind of machinary,electrical or not,
which is generally used as investment goods by industries,such as engines and
turbines, machine teo!s,mining and oil field equipment, commercial radio,
television and communication eauipment, professicnal, scieatific, measuring and
controliing and other commercial and industrial machinery.

Exclusions: Leasing and renting services concerning tramsport equipment
without operators are respectively classified in class 8412 and §422.

Leasing and renting services conacerning agricuitural machinery and equipment
¥ithout pperators are respectively classified in class §413 and 8423,

Leasing and renting services concerning construction and civil engineering
machinery and equipment without operators are respectively classified in ciass
8414 and 8424

Leasing and renting services concerning office machinery and equipment{inc lud

ing computers) without operators are respectively classitied in class 8415 and
8425

lass 8431 Rental services concerning televisions, radias, video fassetts
recorders and related equipment and accessories
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This class cavers renting services(for period of izes than one vaar)
cencerning all xinds of eisctric and zleciranic heme antertainment gquipnent and
associated pre-recorded devices, such as stereo systams, tape decks, pre-
recorded records, sound cassettes, compact discs televisions, radios, video
tasselie recorders and pre-recarded video cassettes.

Class 8432 Rental services concerning furniture and other househo! d
appliances

This class covers renting services(for period of iess than one year)
concerning furniture {including mattresses and mattress supports): and househoid
appliances whether or not electric such as refrigerators, washing machines.raom
air-conditicners. fans, toasters. mixers, kitchem and tabieware, etc

Exclusions: Renting services concerning televigions, radios, video cassette
recarders and related equipment and accessories are classified in class 8431

Class 8433 Rental services concerning pleasure and leisure equipment

This ciass covers renting services( for period of less than one year)
concerning pleasure and leisure equipment such as show skis,balloons,dirigibles,
gliders,hang gliders, water sport equipment(eg. surf-boards, pleasure craft,

water skis),other sporti equipmenti(ey goif-ciubs, eguipment for playving field
games, racguel games, etc, ice-skates), saddle-horse, bicycles etc

Class 8439 Rentai services concerning other persenal ar hoysehold goods

This class covers renting services( for period of less than one year)
concerning other personal or househoid goods such as ciothing and footwear;

caperas, binoculars and other optical goods: watches and clocks; Jeweilery and
related articles; musical instruments:and so on.
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catiusions: Renting services cencerning talevisions. radios,video cassetre re
cordsrs and related equipment and accessories are classified in class 8431

Renting services concerning furniture and other household appliiances are
classified in ciass 8432

Renting services concerning pieasure and laisure equipment are classified in
class 8433



