
 

 

 

August 2015 

 

 

1 

 

 

 

 

Sonderhoff & Einsel Tax News  

August 2015 Issue: Essence of 2015 Tax Reform in Japan   

We are pleased to announce the August 2015 issue of the Sonderhoff & Einsel Tax News, 

outlining key points of the recent tax reform in Japan.  
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Corporation Tax 

1. Reduction in Corporate Tax Rates 

Corporate tax rates applicable to ordinary corporations, general incorporated associations, etc. 

have been lowered from 25.5% to 23.9% as follows.  

 

 Taxable income per year Before Current 

Ordinary  

corporations 

Small and medium-

sized corporations  

Up to JPY 8 million 15% 15% 

In excess of JPY 8 million  25.5% 23.9% 

Other corporations 25.5% 23.9% 

General incorporated associations, etc.  
Up to JPY 8 million 15% 15% 

In excess of JPY 8 million 25.5% 23.9% 

Public interest corporations, etc.  
Up to JPY 8 million 15% 15% 

In excess of JPY 8 million 19% 19% 

 

 

2. Revision of Deductible Amount of Losses 

A further limitation will be applied to the amount of losses deductible from taxable income of 

large corporations (including small and medium-sized corporations whose shares are wholly 

owned by a corporation with the stated capital in excess of JPY 500 million).  

 

Fiscal years beginning on or 

after Mar. 31, 2015 

Fiscal years beginning between 

Apr. 1, 2015, and Mar. 31, 2017 

Fiscal years beginning on or 

after Apr. 1, 2017 

Up to 80% of 

taxable income 
Up to 65% of taxable income 

Up to 50% of 

taxable income 

 

In line with this revision, for those losses incurred by the aforementioned corporations in the 

fiscal years beginning on or after April 1, 2018, the carry-forward period will be extended from 9 

years to 10 years. 
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3. Revision of Dividends-Received Deduction System 

Concerning the dividends-received deduction, the excludable ratios will change as follows ac-

cording to the ownership ratio of shares.  This revision will become effective in line with the fiscal 

year of a corporation, i.e. if a fiscal year ends on March, the revision will apply from March 2016, 

if ends on December, from December 2016.  

 

Current After revision 

Ownership ratio 
Excludable 

ratio 

Debt interest 

exemption 
Ownership ratio 

Excludable 

ratio 

Debt interest 

exemption 

100% 100% No 100% 100% No 

25-75% 100% Yes 

In excess of 1/3 100% Yes 

In excess of 5% 50% No 

Less than 25% 50% No Up to 5% 20% No 

 

 

4. Relaxed Requirements for Tax Credits in Case of Salary Increase 

The percentage increase in average salary required for the 10% tax credits will be lowered from 

the current 5%. 

 

Current  After revision 

FY 2012 Base year  FY 2012 Base year 

FY 2013 2% increase  FY 2013 2% increase 

FY 2014 2% increase  FY 2014 2% increase 

FY 2015 3% increase  FY 2015 3% increase 

FY 2016 5% increase  FY 2016 3% increase 

FY 2017 5% increase  FY 2017 3% increase 
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Consumption Tax 

5. Consumption Tax Rate Increase 

The national and local consumption tax rates are scheduled to be raised from 8% to 10% effec-

tive from April 1, 2017.  In connection with this increase, construction work will be subject to 

transitional measures, whereby the “designated date” will be October 1, 2016. 

 

 Current From April 1, 2017 

National consumption tax 6.3% 7.8% 

Local consumption 1.7% 2.2% 

Total 8.0% 10.0% 

 

 

6. Revision of Consumption Tax Rate for Cross-Border Services 

The provision of services through the Internet or other electronic communication lines, such as 

the online distribution of e-books, music and advertisements, has been defined as the “provi-

sion of digital services.”  Whether such digital services are recognized as being conducted in 

Japan or an overseas country will be determined based not on the location of the relevant service 

provider’s office, but on the address of the “recipient of such digital service.” 

 

Two types of taxation are applicable to these digital services depending on whether a service is 

to be provided to a business.  If provided to a business, the relevant local business will be obli-

gated to declare and pay consumption tax, i.e. a so-called reverse charge mechanism will apply.  

If provided to others (consumers), the relevant overseas business will be subject to taxation.  

However, due to a transitional regulatory measure, the reverse charge will, for the time being, 

only apply to businesses if the taxable sales ratio is less than 95%. 
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Income and Inheritance Tax, Etc. 

7. Taxation at Time of Moving Residence Out of Japan 

(A) Special measure at the time of moving one’s residence out of Japan 

In order to prevent individuals from tax evasion on unrealized capital gains of shares by moving 

out of Japan and subsequently selling these assets in tax-free countries, a special provision has 

been introduced where these assets are deemed to have been transferred at the time of the 

departure. 

Taxable person Any resident individual fulfilling BOTH of the following conditions: 

i. Total value of securities, etc. held by the person at the time of the depar-

ture from Japan is JPY 100 million or more. 

ii. The person has lived in Japan for more than 5 years in total in the last 10 

years before the departure (including the grace period explained below, 

but excluding the period of staying in Japan with a resident visa). 

Taxable assets All securities under the Income Tax Act, contributions under a silent partnership 

(tokumei kumiai), unsettled derivative transactions, etc. 

(B) Special measure in the case assets are transferred to non-residents by gift, etc. 

� If taxable assets of an individual are transferred to his or her family member not residing in 

Japan by gift, an income tax will be imposed assuming that the person has transferred these 

assets at the time the gift occurs. 

� If an individual holding taxable assets dies and his or her heirs who are not residing in Japan 

acquires these assets by inheritance or bequest, an income tax will be imposed assuming 

that the decedent has transferred these assets at the time of the commencement of the 

inheritance procedures. 

 

(1) In the case of returning to Japan within 5 years of moving residence out of Japan 

If an individual subject to the aforementioned measure (A) returns to Japan within 5 years from 

his or her departure and still holds the taxed assets, the tax imposed at the time of leaving Japan 

will be reversed by filing a request for correction. 

 

(2) Grace period 

An individual subject to the aforementioned measure (A) will be allowed to enjoy a grace period 

for tax payments for a 5-year period from the date of his or her departure if the individual submits 

a notification on the appointment of a tax agent and fulfills specific requirements. 

 

(3) Time of application 

The aforementioned measures (A) and (B) will be applied, respectively, at the time an individual 

moves his or her residence out of Japan on or after July 1, 2015, or at the time the gift, inheritance, 

or bequest occurs on or after July 1, 2015. 
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8. NISA (Increase of Tax Exemption for Small Investments in Listed Shares) 

(1) The maximum amount of tax exemptions for Nippon Individual Savings Account (NISA) will 

be increased from the current JPY 1 million yen to JPY 1.2 million yen effective from 2016. 

 

(2) Establishment of Junior NISA 

A new measure of tax exemption for small investments by minors will be established as follows. 

 

Outline of Junior NISA  

Tax exempt income 

 

Dividends and capital gains from small 

investments in listed shares, etc. 

Eligible person 

 

Any resident individual under 20 years of age on 

January 1 of the year or born in the year 

Maximum investment per year 

 
JPY 800,000 

Period of tax exemption 

 
5 years at maximum 

Period of setting up Junior NISA account 

 
8 years from 2016 to 2023 

Restriction on withdrawal 

 

In principle, withdrawal is not allowed until the 

eligible person turns 18 years of age. 

 

9. Extension of Tax Credits for Housing Loans 

The applicable period of tax credits for housing loans―currently until the end of 2017―will be 

extended for one and a half years, i.e. until the end of June 2019. 

 

10. Extension and Expansion of Tax Exemption for Housing Acquisition Funds 

The measure to exempt gift tax on house acquisition funds from lineal ascendants (e.g. parents 

or grand-parents) will be extended until June 30, 2019, and the maximum tax exemption amount 

will be increased up to JPY 30 million. 

 

11. Establishment of Tax Exemption for Marriage and Child-Rearing Funds 

If a lineal ascendant of a donee contributes a lump-sum fund for the marriage or child-reading 

of the donee and entrusts such fund to a financial institution, gift tax will be exempted up to JPY 

10 million per donee under specific requirements. 
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12. Tax Exemption for Education Funds 

If a lineal ascendant of a donee contributes a lump-sum fund for the education of a donee’s child 

or children and entrusts such fund to a financial institution, the measure to exempt gift tax has 

been applied up to JPY 15 million yen, and this measure will be extended until March 31, 2019.  

 

13.  Tax Relief for Taxpayers for Dependents Living Abroad 

Due to the 2015 tax reform in Japan, taxpayers who claim tax relief regarding dependents living 

abroad need to file certain documents to their employer or tax office.  The new regulation will 

apply from the individual income tax return filing for 2015. 

 

Tax relief for dependents 

Under the income tax law in Japan, a “dependent” is defined as follows: 

1) Family member who is within the sixth degree relative or third degree matrimonial rela-

tive; 

2) Living with the taxpayer; and 

3) Total annual income is JPY 380,000 or less. 

 

Tax relief would be available to reduce taxable income for national and local tax purposes by the 

following amounts: 

Tax relief National tax Local tax 

Spouse younger than 70 years 380,000 JPY 330,000 JPY 

Spouse 70 years or older 480,000 JPY 330,000 JPY 

Dependent 16-18 years 380,000 JPY 330,000 JPY 

Dependent 19-22 years 630,000 JPY 450,000 JPY 

Dependent 23-69 years 380,000 JPY 330,000 JPY 

Dependent 70 years or older 480,000 JPY 330,000 JPY 

 

New documentation requirements  

To benefit from the above tax relief for dependents who are living abroad (i.e., who would not 

meet the requirement of (2) above, “living with the taxpayer”), taxpayers need to attach the fol-

lowing documentary evidence (including their respective Japanese translations) to their income 

tax return. 

 

1) Family lineage documents, such as a copy of the family register, a certificate issued by 

the foreign government or foreign local government.  Certificates must show the name, 

address and date of birth of the dependents.  

2) Copy of the passports of the dependents. 

3) Money transfer documents, such as copies of bank transfer records and/or copies of 

credit card records which indicate money spent by the dependents that came from the 

taxpayer’s funds. 
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This Tax News has been prepared for the purpose of introducing the outline of the recent  

tax reform in Japan.  For individual cases, please feel free to contact our office at any time. 

 

Sonderhoff & Einsel Law and Patent Office  

Shin-Marunouchi Center Bldg. 18/19F  

1-6-2 Marunouchi, Chiyoda-ku  

Tokyo 100-0005, Japan   

www.se1910.com  

tel  +81-3-5220-6563 

fax  +81-3-5220-6564 

email  tax@se1910.com 

 


