
can be tax d e d u c t i b l e . T h u s , a c o m p a n y m a y c la im tha t its in
v o l v e m e n t in p r e s e r v a t i o n i m p r o v e d the pub l i c a t t i t u d e t o w 
a rds t he c o m p a n y a n d s h o u l d , t h e r e f o r e , be r e c o g n i z e d as 
adver t i s ing . Since t he c o m p a n y will still h a v e t o p r o v e the 
ex is tence of a d i rec t c o n n e c t i o n b e t w e e n the e x p e n s e and its 
i n c o m e , it m a y f i n d itself, a t t he e n d of t he day, w i t h an ex
p e n s e n o t r e c o g n i z e d b y the tax au tho r i t i e s . T h e r e f o r e , a 
c o m p a n y , o r a n y o t h e r legal f o r m of bus iness , will p r o b a b l y 
p r e f e r t o invest in a d i f f e r e n t area of p u b l i c bene f i t , such as 
s p o r t o r cu l tu ra l act ivi t ies s p o n s o r s h i p , w h e r e its expense is 
m o r e l ikely t o b e tax d e d u c t i b l e . 

T h i r d , a c c o r d i n g t o t he tax o r d i n a n c e , c o n t r i b u t i n g m o n 
ey t o a n o n - p r o f i t o r g a n i z a t i o n is tax d e d u c t i b l e . A f e w c o n 
d i t i o n s l imi t this o p t i o n : 
1. T h e o r g a n i z a t i o n m u s t b e a separa te legal ent i ty . As w e 

a l r eady m e n t i o n e d , in re la t ion t o s o m e bu i ld ings a n d sites 
w h i c h need p r e s e r v a t i o n such a legal en t i t y d o e s no t nec
essari ly exis t . 

2. T h e legal ent i ty , m a i n l y t he e n d o w m e n t o r t he "Amuta", 
m u s t b e f o r m e d b y p r iva t e ind iv idua ls , in te res ted in p r o 
m o t i n g the p r e s e r v a t i o n and c rea t ing t h e legal en t i t y 
o t h e r s can d o n a t e m o n e y to . T h e r e is n o incent ive f o r es
t ab l i sh ing such a legal en t i ty , a n d n o w a y t o e n f o r c e t he 
ex i s t ence of one . 

3. If t he e n t i t y is e s t ab l i shed , it has t o b e r e c o g n i z e d b y the 
tax a u t h o r i t i e s as a n o n - p r o f i t o r g a n i z a t i o n . T h e r e a r e a 
f e w c o n d i t i o n s t he en t i t y has t o ful f i l l t o get s u c h r e c o g n i 
t i on , s o m e of w h i c h l imit t he s c o p e of act ivi t ies such an e n 
t i ty m a y exercise. 

4. T h e a m o u n t o n e can c o n t r i b u t e t o a n o n - p r o f i t o r g a n i z a 
t ion is l imi ted , b o t h b y the to ta l a m o u n t and b y the p e r 
c e n t a g e of t he c o n t r i b u t o r ' s i n c o m e , w h i c h m a y b e tax d e 
duc t ib l e . T h e s e c o n d i t i o n s vary f r o m o n e legal f o r m of t he 
c o n t r i b u t o r t o ano the r . 

5. T h e n o n - p r o f i t o r g a n i z a t i o n m a y n o t be involved in a n y 
" b u s i n e s s - l i k e " act ivi ty. If it c o n d u c t s any ac t iv i ty wh ich 
is d o n e b y b u s i n e s s ent i t ies as wel l (such as se l l ing p r o d 
uc ts , t i cke t s , etc.) , it m a y lose its r e cogn i t i on . O n e of t he 
o u t c o m e s of th i s ru le is tha t , in genera l , t he n o n - p r o f i t o r 
g a n i z a t i o n has n o "V.A.T. i n c o m e " f r o m w h i c h V.A.T. ex
p e n s e s m a y be d e d u c t e d o r set of f . T h u s , t he cos t of t he 
p r e s e r v a t i o n itself, b o r n e b y a n o n - p r o f i t o r g a n i z a t i o n , is 
genera l ly m u c h h igher . 

N e v e r t h e l e s s , u s ing a n o n - p r o f i t o r g a n i z a t i o n , ma in ly in t he 
f o r m of "Amuta", is t he m o s t c o m m o n w a y of e n j o y i n g p r i 
vate pa r t i c i pa t i on in t h e p r e se rva t i on of bu i ld ings and sites in 
Israel. D u e t o t he fact t ha t t h e r e are a f e w d i sadvan tages t o 
this f o r m as wel l , n e w w a y s are be ing s o u g h t all t he t ime . 

T h i s y e a r a n o t h e r a m e n d m e n t t o t he P l a n n i n g and Bu i ld 
ing Law is be ing p r e p a r e d . It i nc ludes n e w w a y s t o e n c o u r 
age p r e s e r v a t i o n , w i t h s o m e e m p h a s i s o n w a y s t o e n c o u r a g e 
p r iva te pa r t i c i pa t i on in t he p r e se rva t i on of bu i l d ings a n d 
sites. 

A m o n g the s u g g e s t i o n s be ing d i scussed are t he g r an t ing of 
an e x e m p t i o n f r o m m u n i c i p a l taxes, r e d u c 
ing b e t t e r m e n t taxes, r e c o g n i t i o n of expens 
es c o n n e c t e d wi th p r e se rva t i on f o r d e d u c - • J v « 
t ion f r o m land app rec i a t i on tax levied on the n^l^_JB 
sale of a p r o p e r t y and e a r m a r k i n g of b u i l d - J" T i V V 
ing I n c u s e Ices co l lec ted f o r c rea t ing a spe - 1 ' j ^ J 
cial b u d g e t f o r p r e s e r v a t i o n . 

T O S H I Y U K I K O N O 

The Public Benefit Corporation 
and Taxation in Japanese Law 

I. T h e P u b l i c B e n e f i t C o r p o r a t i o n in J a p a n e s e L a w 

1. T h e p r i n c i p l e of t h e J a p a n e s e C i v i l C o d e 

C h a p t e r 2 in t h e G e n e r a l R u l e s of t he J a p a n e s e Civi l C o d e 
(§§ 33-84) as t he f u n d a m e n t a l c o r p o r a t i o n law in J a p a n dis
t i ngu i shes t w o t y p e s of c o r p o r a t i o n s . O n e is t he " f o r - p r o f i t 
c o r p o r a t i o n " t o w h i c h the J a p a n e s e C o m m e r c i a l C o d e is 
app l i cab le (§ 35). T h e o t h e r is t he " p u b l i c bene f i t c o r p o r a 
t i o n " w h i c h is ded ica t ed t o pub l i c in te res t s such as re l ig ion, 
char i ty .and sc ience (§ 34). M o s t of t he p r o v i s i o n s in c h a p t e r 
2 of t he J a p a n e s e Civi l C o d e are c o n c e r n e d w i t h t he lat ter 
t y p e of c o r p o r a t i o n . 

W h e n o n e c a t e g o r y is " f o r - p r o f i t " , its c o u n t e r p a r t s h o u l d 
b e " n o n - p r o f i t " . H o w e v e r t he Japanese Civil C o d e takes the 
p o s i t i o n t ha t o n l y t he pub l i c benef i t o rgan i za t i on a m o n g all 
t y p e s of n o n - p r o f i t o r g a n i z a t i o n s can be i n c o r p o r a t e d . In 
o t h e r w o r d s , J a p a n e s e L a w d o e s n o t k n o w t h e n o n - p r o f i t 
c o r p o r a t i o n as a legal f o r m . All o t h e r n o n - p r o f i t o r g a n i z a 
t i o n s t h e r e f o r e r e m a i n as u n i n c o r p o r a t e d associa t ions : T h e s e 
o r g a n i z a t i o n s c a n n o t legally be t he con t rac t par ty , n o r t he 
o w n e r of real es ta te . A l t h o u g h s o m e p rov i s ions in t he J apa 
nese Civi l C o d e c o u l d a p p l y mutatis mutandis t o these o r 
gan i za t i ons , t h e r e is n o a p p r o p r i a t e legal f r a m e w o r k f o r 
t h e m . 

T h e Japanese Civil C o d e dis t inguishes the public benef i t 
c o r p o r a t i o n f u r t h e r in to t w o categor ies d e p e n d i n g u p o n the 
n a t u r e of t he o rgan i za t i on : " i n c o r p o r a t e d publ ic benef i t asso
c i a t i on" and " i n c o r p o r a t e d publ ic benef i t f o u n d a t i o n " . T h e 
c o r e of t he first o n e s h o u l d be individuals o r o rgan iza t ions 
tha t f o r m a g r o u p of p e o p l e f o r the same purpose , whereas 
cer ta in assets f o r specific p u r p o s e s is the essence of the latter. 

Besides t he p u b l i c bene f i t c o r p o r a t i o n s based on the J apa 
nese Civil C o d e , the re a r e several special laws such as the Re
l ig ious C o r p o r a t i o n Law, t he Pr iva te School Law, and Social 
Wel fa re L a w ' w h i c h a r c t he legal basis f o r specif ic t ypes of 
pub l i c bene f i t c o r p o r a t i o n s . In prac t ice they are the m a j o r i 
ty. Publ ic bene f i t c o r p o r a t i o n s based o n the J a p a n e s e Civil 
C o d e m a k e u p o n l y ca. 10 % of 230,000 2 publ ic bene f i t co r 
p o r a t i o n s in J a p a n . 

2. H o w t o i n c o r p o r a t e t h e p u b l i c b e n e f i t c o r p o r a t i o n 

W h e n o n e w a n t s t o i n c o r p o r a t e a pub l i c benef i t c o r p o r a t i o n , 
o n e mus t a p p l y f o r t he pe rmi s s ion of t he admin i s t r a t ive o r 
gan in cha rge of t he Held t o wh ich the p u r p o s e of t he c o r p o 
ra t ion is re la ted . F o r example , a p u b l i c benef i t c o r p o r a t i o n 
f o r the p u r p o s e of e d u c a t i o n mus t b e p e r m i t t e d by the M i n 
is t ry of E d u c a t i o n ' , wh i l e a publ ic bene f i t o r g a n i z a t i o n f o r 
safe t ra f f ic m u s t be p e r m i t t e d by the M i n i s t r y ol T r a n s p o r 
t a t i on . If t he p u r p o s e of a pub l i c bene f i t c o r p o r a t i o n cove r s 
these t w o f ie lds , t h e n it m u s t be p e r m i t t e d b y b o t h . G i v i n g 
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permiss ion means that t he adminis trat ive organ except ional
ly allows incorpora t ion . It shows that the adminis t ra t ive o r 
gan has very wide discret ion and that it has s t rong inf luence 
on the incorpora t ion procedure . T h e "publ ic bene f i t " mus t 
be, fo r example, clarified in each case t h r o u g h discuss ion 
wi th the adminis trat ive organ . In practice, the i nco rpo ra t ion 
p r o c e d u r e starts with an informal meet ing wi th the admin i s 
trative organ and the applicant mus t fo l low the ins t ruc t ions 
of the organ . This p rocedure usually takes o n e year. To get 
permiss ion to incorpora te , it is o f t en r ecommended that the 
organiza t ion mus t have started publ ic benef i t activities t w o 
o r three years p r io r to the informal meeting4 . It is also re
quired that t he organizat ions have suff icient capital at the 
t ime of the applicat ion. For example, to incorpora te an in
co rpora ted publ ic benef i t f ounda t ion , 500 mill ion Yen (ca. 
US$ 4 mil l ion) is usually necessary. 

3. A d v a n t a g e s a n d d i s a d v a n t a g e s 

W h e n a non-pro f i t o rganiza t ion is incorpora ted as a public 
benefi t co rpo ra t ion based on the Japanese Civil C o d e , it will 
en joy the fo l lowing advantages: 
i i )High social reliability - It is s h o w n in the fact that the 

pres idents of many publ ic benefi t co rpora t ions arc well-
k n o w n artists or business people. T h e social reliability 
may increase the chances to receive dona t ions f rom the 
private sector o r subsidies f r o m the State o r local govern 
ments. 

b) Jur id ic person - T h e public benefi t co rpora t ion can regis
ter proper t ies wi th its o w n name and become a cont rac t 
party. T h e only exception in this context is the C o d e of 
Civil Procedure . Even an un incorpora ted association can 
sue and can be sued (§ 29 C o d e of Civil Procedure) . 

c) Tax privileges - This will be described in the fo l lowing 
chapter ot this paper. 

O n the o the r hand, the adminis trat ive organ con t ro l s no t 
only the incorpora t ion p rocedure , bu t also its publ ic benef i t 
activities after being incorpora ted . T h e publ ic benefi t c o r p o 
ration must annually p roduce for the adminis t ra t ive organ a 
plan ot its activities and budget fo r the coming year, and a re
por t of its activities and finances for the previous year. In ad
dit ion, it will be inspected by the off icers of the adminis t ra
tive organ every t w o o r three years5. 

II. T h e Publ ic Benef i t C o r p o r a t i o n a n d C o r p o r a t e Tax 

Public benef i t co rpora t ions en joy several tax privileges such 
as l imitat ion of taxable income, lower tax rate, exempt ion 
f rom p rope r ty tax, c o n s u m p t i o n tax, and resident tax. Th i s 
paper focuses on tax privileges in the Japanese C o r p o r a t e 
Tax l aw. 

1. N o t t axab le i ncome 

F o r certain types of organiza t ions the Japanese C o r p o r a t e 
Tax Law imposes co rpora te tax only on " fo r -p ro f i t business 
income" , which is practically equivalent to "unre la ted busi
ness income' ' " in the U S law (§§ 4, 7). These o rgan iza t ions 
mus t be listed in the Append ix List N o . 2 of the Japanese 

C o r p o r a t e Tax Law. Even if an o rgan iza t ion carr ies o n p u b 
lic benef i t activities, it canno t en joy this tax privi lege unless 
it is l isted. If it is listed once , however, i t en joys the tax pr iv
ilege, even if it is d o u b t f u l that the organiza t ion ' s activities 
are really f o r the publ ic benefit7 . T h e incorpora t ed publ ic 
benef i t associat ion and the inco rpora t ed publ ic benef i t f o u n 
da t ion based o n the Japanese Civil C o d e are included in t he 
list. T h e i ncome f r o m public benef i t activities is t he r e fo re 
no t taxable. 

T h e same rule applies also to fore ign publ ic benef i t c o r p o 
rat ions which have been incorpora ted accord ing t o fore ign 
laws (§ 10): W h e n a fore ign co rpo ra t ion is equivalent to o n e 
of the listed o rgan iza t ions in the A p p e n d i x List N o . 2, and 
w h e n the Minis te r of F inance appo in t s it as being eligible for 
t he tax privilege, it en joys the same privilege. 

U n d e r the cur ren t rules of t he Japanese Civil C o d e , m a n y 
n o n - p r o f i t o rgan iza t ions remain as u n i n c o r p o r a t e d associa
t ions. T h e Japanese C o r p o r a t e Tax Law, however , cons iders 
these o rgan iza t ions as " i n c o r p o r a t e d " , as long as they de te r 
mine the i r representa t ive o r admin i s t r a to r (§ 2, 8). In this 
case, their fo r -p rof i t business incomes are taxable. 

2. F o r - p r o f i t bus iness i n c o m e 

Unt i l the co rpo ra t e tax was imposed o n the fo r -p ro f i t busi
ness i ncome of religious c o r p o r a t i o n s in 1920, any kind of 
income of pub l i c benef i t co rpo ra t ions was not taxable. Af t e r 
W W II, t he s i tuat ion of publ ic benef i t c o r p o r a t i o n s was in
vestigated for the r e f o r m of the ent i re taxation sys tem. A re
po r t of this invest igat ion says " m a n y publ ic benef i t c o r p o r a 
t ions m a k e prof i t t h r o u g h fo r -p rof i t business and c o m p e t e 
wi th fo r -p ro f i t co rpo ra t ions and individuals ... T h e i ncome 
f r o m fo r -p ro f i t business is spent fo r deve lop ing the business 
o r having fun. . . T h e fo r -p ro f i t business i ncome shall be tax
able."" A c c o r d i n g to the legislator 's explana tory no te , d u e to 
the dras t ic inf lat ion af ter the War m a n y publ ic benef i t co r 
po ra t i ons had to start o r enlarge their fo r -p ro f i t business. 
A l t h o u g h this type of business is inevitable for t hem, if any 
i ncome of publ ic benef i t co rpo ra t ions were no t to be taxa
ble, it w o u l d be t oo unfa i r fo r fo r -p rof i t co rpo ra t i ons . To 
avoid such a s i tuat ion and to adjus t the fo r -p rof i t bus iness of 
publ ic benel i t c o r p o r a t i o n s and the normal business activi
ties of f o r - p r o f i t co rpo ra t ions , the co rpo ra t e tax shou ld be 
imposed o n the income of public benef i t co rpora t ions . D u e 
to practical reasons, however , the tax off ice does no t check 
activities of each publ ic co rpo ra t ion . Instead all publ ic ben 
efit c o r p o r a t i o n s mus t pay co rpora te tax for the income 
f rom their fo r -p rof i t business.'1 Since this bus iness has a d i f 
ferent na tu re f r o m the regular business of no rma l fo r -p rof i t 
co rpo ra t ions , a lower tax rate is applicable. Th i s l o w e r tax 
rate is 27 % since 1990, whi le the tax rate for f o r - p r o f i t co r 
pora t ions is 37.5 % (§ 66). 

A c c o r d i n g to § 2 no . 13 of the Japanese C o r p o r a t e Tax 
Law, " fo r -p ro f i t bus iness" is def ined as the bus iness which is 
"listed in an o r d i n a n c e " and "regular ly carr ied o n " at its 
"place of business". § 5 of the Execut ion O r d i n a n c e f o r C o r 
pora te Tax L a w lists up to 33 k inds of business1 0 . Every for-
prof i t bus iness mus t be checked as t o whe the r it falls unde r 
o n e of t he 33 t y p e s " . "Place of bus iness" could be an already 
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existing facility. Also a t ou r ing thea ter c o m p a n y has a place 
of business. 

" I n c o m e " f r o m a fo r -p ro f i t business includes no t on ly ac
tive i ncome f r o m business activities, b u t also passive income 
like interests f r o m savings accounts o r d ividends . O n l y pas
sive i ncome f r o m a fo r -p ro f i t business is taxable. 

3. Severa l p r o b l e m s u n d e r t he c u r r e n t s y s t e m 

a) Publ ic benef i t co rpo ra t ions are non -p ro f i t o rganiza t ions 
and the re fo re t he lower tax rate is applicable. In practice, 
misus ing this privilege, publ ic benef i t co rpo ra t ions some
times m a k e large p ro f i t s and d is t r ibu te them to their m e m 
bers. F o r example , t he pres ident of a private college re
ceived ca. US$ 1.5 mill ion when he resigned his pos t d u e 
to his scandals.12 N e i t h e r the co rpo ra t ion law n o r the tax 
law has any p rov i s ions to check such cases. 

b) T h e lower tax rate is appl icable t o all publ ic benef i t co rpo 
rat ions. T h e size o r t he con ten t of activities is not taken in
to cons idera t ion . In pract ice t he re fo re a small publ i sh ing 
c o m p a n y has to pay tax based on a higher tax rate than the 
publ i sh ing d e p a r t m e n t of a large size religious co rpo ra 
t ion . 

c) T h e f inancial and fiscal s i tuat ion of publ ic benef i t co rpo 
ra t ions is no t well disclosed, especially because passive in
c o m e is no t t r ansparen t . In o n e case a f o u n d a t i o n w h o s e 
main p u r p o s e is g ran t ing research scholarships o f f e red less 
than US$ 100,000 in scholarships as t he total . But this 
f o u n d a t i o n had m o r e than USS 100 mill ion in its f u n d " . 
Th i s example suggests that an appropr ia t e disclosure p r o 
cedure is necessary. 

III. D o n a t i o n s t o Pub l i c Benef i t C o r p o r a t i o n s a n d Tax 

In this chap te r I will br ief ly explain t he tax imposed on the 
d o n o r w h o makes d o n a t i o n s to publ ic benefi t corpora t ions . 
We have to dis t inguish the fo l lowing t w o cases. 

1. C o r p o r a t i o n s as d o n o r s 

In this case w e need t o check the Japanese C o r p o r a t e Tax 
Law. Th i s Law classifies t w o types of dona t ions - regular 
dona t i ons and specific dona t i ons - and allows tax deduc t ion . 
a) T h e limit of the tax deduc t ion in the case of a regular d o 

nat ion is 0.5 x ( the a m o u n t of the donor ' s capital x 0.002 + 
its annual income x 0.025). 
F o r an enterpr ise w h o s e capital is USS 3 mill ion and in
c o m e is USS 1 mil l ion, dona t i ons up t o USS 15,500 are tax 
deduc t ib le . 

b) T h e l imit of the tax deduc t ion in the case of a specific d o 
nat ion: 
- D o n a t i o n to the State: the w h o l e a m o u n t of the d o n a 

t ion; 
- D o n a t i o n to publ ic charities: this specific d o n a t i o n can 

be m a d e besides a regular dona t ion , i.e. in t he above-
m e n t i o n e d example , USS 15,500 can be tax deduct ib le . 
Publ ic chari t ies are co rpo ra t ions which m a k e special 
con t r i bu t ions to the p r o m o t i o n of publ ic benef i t s (§ 37, 
3 no . 3). Or ig ina l ly it was in tended to s u p p o r t research 
in the field of natural science t h r o u g h giving more gen

e rous tax deduc t ion t o d o n o r s . If a co rpora t ion wan ts to 
en joy this privilege, it must be listed in § 76 of the Exe
cut ion O r d i n a n c e for C o r p o r a t e Tax Law. N o w this list 
covers no t on ly research insti tutes for natural science 
b u t also various fields such as suppor t of in ternat ional 
s tudents , p ro tec t ion of cul tural heritage, and legal aid. 
This sys tem encourages ph i l an th ropy in Japan1 4 . 

In this context , I wou ld like to ment ion a special rule for 
publ ic benefi t co rpora t ions . When a publ ic benef i t co rpo ra 
t ion has a fo r -p rof i t business and makes an expendi tu re for 
its o w n publ ic benef i t section f r o m its fo r -p rof i t bus iness 
section, this expend i tu re is cons idered as a d o n a t i o n and is 
tax deduct ib le up to 50 % o r 20 % of its annual i ncome 
(S 37, 4). 

2. I nd iv idua l s as d o n o r s 

In this case there are t w o possibili t ies of tax deduc t ion . 
a) T h e first possibi l i ty is based on the Succession Tax Law. 

When s o m e b o d y ob ta ins assets t h rough a succession o r a 
tes tamentary gift, and he donates the assets to publ ic char 
ities wi th in 6 mo n t h s , the whole a m o u n t of the d o n a t i o n is 
tax deduct ib le . 

b) T h e second possibil i ty is based on the In co me Tax Law. 
Regular d o n a t i o n by individuals is no t tax deduct ib le at 
all. O n l y the specific d o n a t i o n to the State or publ ic char
ities is tax deduct ib le up to the limit, i. e. the annual income 
of d o n o r x 0.25 - 10,000 Yen. W h e n an individual dona tes 
real estate, o r sells it f o r less than half of its market value, 
this t ransac t ion is cons idered as a sale with the marke t 
price. These rules d o no t encourage dona t ions by individ
uals. 

IV. R e c e n t M o v e m e n t s in C o r p o r a t i o n L a w 

T h e 1995 e a r t h q u a k e in K o b e caused t r emendous material 
and mental d a m a g e to the residents of t he Kobe - Osaka ar
ea. H o w e v e r there was o n e pleasing p h e n o m e n o n : A large 
n u m b e r of volunteers gathered in Kobe f rom all over the 
c o u n t r y and helped damaged residents for weeks. Since then , 
many volunteer g roups raised their voices request ing the 
creation of an appropr ia t e legal sys tem for them. As already 
men t ioned , u n d e r the cu r ren t system for non -p ro f i t organi
za t ions on ly o n e legal f o r m is available, i.e. publ ic benefit 
c o r p o r a t i o n s based on the Japanese Civil C o d e o r special 
laws. D u e to the strict con t ro l of adminis t ra t ion , and due to 
the a m o u n t of requi red capital, many non -p ro f i t organiza
t ions c a n n o t o r d o no t want to b e c o m e public benefi t co rpo 
rat ions. T h e vo lun teer g roups , however , want to en joy tax 
privileges and have social reliability by being incorpora ted . 
Wi th this b a c k g r o u n d , t he coalition of the three govern ing 
parties"' m a d e a Dra f t of the so-called N o n - P r o f i t O r g a n i z a 
t ion Law' 7 . D u r i n g the Die t session which is current ly r u n 
ning, this Dra f t will be subjec t to debate . A n d hopefu l ly it 
will pass the Diet . T h e ea r thquake pushed not on ly the land 
in Kobe, bu t also the Diet in Tokyo . T h e fo l lowing is a s u m 
mary of the con ten t s of this Draf t with some c o m m e n t s . 

T h e p u r p o s e of this Dra f t is to suppor t citizen activities 
t h rough incorpora t ing cit izen activity organiza t ions and to 
con t r ibu te to publ ic interest (§ 1). T h e citizen activities shall 
be vo lun ta ry and n o n - p r o f i t activities to p r o m o t e publ ic in-
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teres ts . A n y b o d y shall be able t o par t ic ipa te in these acti
vities (§ 2, 3). T o i n c o r p o r a t e a c i t izen act ivi ty o r g a n i z a t i o n , 
cer ta in d o c u m e n t s f o r appl ica t ion shall be p r o d u c e d f o r t he 
admin i s t r a t i ve o f f i ce in charge . A n d the i n c o r p o r a t i o n shall 
b e a u t h o r i z e d b y the off ice . In p r inc ip le it shall be a u t h o r 
ized w i t h i n t h r e e m o n t h s a f t e r t he app l i ca t ion . A f t e r be ing 
a u t h o r i z e d , it shall be regis tered (§ 5). T h e i n c o r p o r a t i o n 
p r o c e d u r e is c o m p l e t e d wi th this r eg i s t ra t ion . A f t e r be ing 
i n c o r p o r a t e d , t he c o r p o r a t i o n f o r c i t izen activit ies shall d is
c lose the i n f o r m a t i o n o n its activit ies and f inancial s i tua t ion 
and r epo r t it t o t he admin i s t r a t ive o f f i ce in cha rge ( § 9 ) . If t he 
r e p o r t is n o t m a d e w i t h i n th ree years , t he a u t h o r i z a t i o n shall 
b e annu l l ed . T h e admin i s t r a t i on o f f i ce can c o n t r o l t he c o r 
p o r a t i o n t o s o m e ex ten t (§ 10). T h e i n c o m e of t he c o r p o r a 
t ion is no t taxable except f o r the i n c o m e f r o m its f o r - p r o f i t 
bus iness (§ 13). 

W h e n this D r a f t passes the Diet , we will have a n e w legal 
f o r m for n o n - p r o f i t o rgan i za t i on , in w h i c h the p r o c e d u r e is 
easier, t he a d m i n i s t r a t i o n off ice c o n t r o l s o n l y in cer ta in cir
cums tances , and the r e q u i r e m e n t s for the i n c o r p o r a t i o n are 
m u c h m o r e g e n e r o u s . T h e D r a f t requires , howeve r , " p u b l i c 
i n t e re s t " as t h e p u r p o s e of the activities; it w o u l d be d i f f i cu l t 
t o explain w h y the D r a f t cou ld o f f e r t he tax pr iv i lege w i t h 
o u t any pub l i c interest re la ted r e q u i r e m e n t , as l o n g as t he 
J a p a n e s e C o r p o r a t e Tax Law gives t he s a m e tax pr ivi lege o n 
ly t o pub l i c benef i t c o r p o r a t i o n s . O n the o t h e r h a n d it 
s h o u l d not be in te rp re ted as n a r r o w l y as " p u b l i c b e n e f i t " in 
t he J a p a n e s e Civil C o d e . O t h e r w i s e t he D r a f t w o u l d n o t 
b r ing a n y t h i n g new. T h e r e q u i r e m e n t " p u b l i c i n t e r e s t " m u s t 
be r a the r loosely i n t e rp re t ed . T h i s is t he reason w h y I t r ans 
lated this r e q u i r e m e n t no t as "pub l i c bene f i t " , b u t as " p u b l i c 
in te res t " , a l t h o u g h the D r a f t uses t he s a m e J a p a n e s e w o r d 
"kocki" as tha t in t he Japanese Civi l C o d e a n d the J a p a n e s e 
C o r p o r a t e Tax Law. 

S u m m a r y 

In Japanese law t h e mos t p o p u l a r legal f o r m f o r n o n - p r o f i t 
o r g a n i z a t i o n s is the pub l i c benef i t c o r p o r a t i o n u n d e r t he 
Japanese Civi l C o d e and several special laws. W h e n an o r 
gan iza t ion is i n c o r p o r a t e d as a pub l i c bene f i t c o r p o r a t i o n , it 
a lways e n j o y s tax privi leges. T h i s f o r m a l and inf lexib le sys
t e m s o m e t i m e s causes un fa i r resul ts . T o crea te a n e w t y p e of 
c o r p o r a t i o n f o r n o n - p r o f i t c i t izen act ivi t ies , t he so-cal led 
N P O - D r a f t was m a d e and may pass t he Diet d u r i n g the cu r 
rent session. 
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