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T .Summary

With the start of the invoice system under the Consumption Tax Law, the nature of the con-
sumption tax system is being questioned once again. What is the meaning of the ex ante deduc-
tion in Japan's consumption tax law is also an important issue to be discussed at the same time.

This paper examines this issue using the AD Works case as a case involving the use classifi-
cation of taxable purchases related to converted real estate. The individualized method for tax
credits for purchases, which is the main issue to be discussed in this case, is to classify taxable
purchases made by a business in Japan during the relevant taxable period into three categories:
(1) those required only for the transfer of taxable assets, (2) those required only for the trans-
fer of other assets, and (3) those required in common for both the transfer of taxable assets and
the transfer of other assets. In this case, there is a dispute as to whether the subject purchases
fall under (1) taxable purchases as claimed by the taxpayer or (3) common taxable purchases
as claimed by the government.

This case can be discussed from the perspective of whether the emphasis should be placed
on literal or purposive interpretation, and it may be understood as a case in which too much
emphasis on literal interpretation has resulted in the loss of the original meaning of the ex ante
deduction. These issues are unavoidable in reconsidering the significance of the credit for pur-
chase tax.
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