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" UNITED NATIONS NATIONS' UN

. "ECONOMIC COMMISSION FOR ASIA AND THE FAR EAST
e SANTITHAM HALL

5.2

et

RAJADAMNERN AVE,

i BANGKOK, THAILAND, ,

2

W TELEPHONE: 24635-9

RP/43/9205 17 April 1956

Sir,

Foreign Investment Laws and Regulations

I have the honour to inform you that, in accordance with the
work programne of the Cormission, project 02-04, the Secretariat
study on "Foreign Investment Iaws and Regulations of the Countries
of Asia and the Far East", first published in 1951 (ST/ECAFE/1), is
now being revised on the basis of information available, looking
" . toward early completion and with publication plammed to take place

{;7? ces in 1956, In this connection I have the honour to transmit herewith
T four copies of a draft chapter on Japen and shall be grateful
2;3 if your ministries of Finance and Commerce, planning secretariat,

central bank or other government departments and agencies especially
concerned will kindly examine this draft text with-a view to in-
corporating latest information and ensuring accuragy of the facts
presented, It will be greatly appreclated if a copy or copies, marked
to show any necessary amendments, can be returned to us by alr at an
early date, preferably not later than the end of. Jung... '

% _ Accept, Sir, the assurances of my highest consideration,

’ﬁ,[ S P.S. Iokanathan
: Executive Secretary

7
@, :
@ i The Minister for Foreign Affairs
i Ministry of Foreign Affairs
Tokyo

Japan
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MINISTRY OF FINANCE
THE JAPANESE GOVERNMENT

Iton Originsl
2,00 the Japanese forelgn
investmont law

Article €
( onof Conadinn dollar)

BeBol, 1890
Beooldl, the Bond Transaction
Zabodd. Loy
3uboili.  commodities
(=)
{v) 1951,
high capacity
Can,
1952
in the 32

itg full extent —

of miniag rights

and oms~half
4o801, the following rates:
42 per cent
46 psT cant
ii, OVBIy BOUTCEe»

Corrochion
tho Law concerning Foreign
Investnent

Art:l.c'.l.ev 8 ’
(., Consdien doller,
Gsrmn Herk od:lgh
ong) 4"?‘6
1899 ‘
the Securitiss aad Etdlanfgg;e" Loy
AWEVDO L 5 KETBE

commodities dosignated by
the Cebinot Order

1946, as smonded,

such specisl characier as ls
designated by ths mnistw
of FPinsnece

can #ince 1951,

1951

in certein

90 per cemt of the purchase
prics of the sguipment

eancel
the folloving rates on diffaore
ent brackets of incomes

mot mere than ¥500,000 35 per-

‘ cant
more than ;500.000 40 por- .
eeat :
45 per csat |

every .Banr ey ‘ - i

1/ (a) The special tex treat~ |
menta, ineluding so ealled
Tome-half deduction® hitherte
provided, had expirsd on !
December 31, 1955, But in
the case of specisl earned

[

I

|
;e

(18)

(1)

(20)

(21)

(.22)

(28)

13

14

14

18

10

margin,

83

12

oD

Babe

Be €s

MINISTRY OF FINANCE
THE JAPANESE GOVERNMENT

¥70,000

20,000
20,000
70,000
120,000
200,000
200,000
500,000
1,000,000

10 or 20 per cext

Torwey snd the Eothor-
lands

1954, pp. 5-6

Undor ti» Trust Business
Lsw of 1922, & trust....

reserve liabilities

incoms, special taz rollef
i given in respoct of the
port of income egrned in
Jepan and pald adroad, as the
tomporary measurss for the
texable year 1966 through
1960, to &n-alisn wags e=mmar,
who has no domicile but
residenca for one yoar or
more in Jepan, and who f21ls
under the specific categery
as are desigmated to eontrie
bute to the ecomomic mnd
culturzl bemefit of Japen.
(Special tax ¢ reatments on
8lien and foreign corporation
ars expleinsd in Outline of
Texation Buresu, Ministry of
F’»mnmb)

(d) Iterest Aincome recsivable
from on and after July 1,

1955 until March 21, 1957

is exempt from income tex,

¥80,000

.’ 30,000
'3, 805000
1, 805600
150,000
300, 000
500, 000
800, 000
1,200,000

20 per cent 25 principlo '

Norway, the Nothorlandn
ani Germmny

1956,
Bl (2)

liabdility reserves: L
{imcluding claim x-eurves)
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There is no particuler import teriff such ag surtex especially designed for i

protecting domestic industries ageinst foreign compebition in J apah other ‘than
the gtenderd tariff, However, comparatively high retes of import duties on

luxury and some other items sutometically offer a margin of protection for some

industries.
48 the result of the acceasion of Japan to GATT, lower rate of teriff is now

applied to some items :Impoftei'l from mombei' eountries of GATT,

June 1956

The Jpanese Government ‘ 1 i

BB (2)

Trust bupiness is governed by the Trust Business Law of 1922 or the Law

concerning the conourrent sngagement of Asavings bugineas or trust business of
ordinary banks and the others of 1943, (Every trust company is required to obtain

a ldcence from the government.)

Trust compeny is also regquired to deposit with the

gov.rnm.nt *vsrsesreness
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MINISTRY OF FINANCE
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Foreign Invegtment Lews and Regulationg of the

ountries of Asia and the Far Bast
Draft version
JAPAN

1. General govermment Qoligx on grivate and public enterprige, inecluding
nationalization of 1ndugtg_leg o

, The following induatries are under complete public cwnership end menage-

ments ‘fobacco, alcohol, sa ’l"'(J apan Monopoly Corporation); telograph

and telephone (Te‘iegreph and-';Telophone G rporation) and pogtal soz'v:lce. A 1srgo
part of the railways in J apan s owned and _opersted by the National Reilway Cor~
poration which is a public boc’ly, but som local lines are ovmed and operated by

private companies.

Nationalization of any industry.is

not under ccnsideraf;ion at presen'h; )

Full protection is aceorded 4o, property: legelly owned by foreigners in Japan.

2., Governme on. foreign invegtmen

The Law concerning"i'li_' L f mert was. passed in Mey 1950 and amended

in Jenuary 1951 and April and o)'uly 1952 ’...The basic. governmant pol:loy is geen 1n
Articles 1 and 2 of this Leaw- which are. qnoted belows

Rarticle 1. The p\n‘pose of this Law is to oreats._a sound basia for foreign
investment in Japan, by limLting the induct:l.on of foreign investment to that which
will contribute to the self-support and sound development of the J apanese econonw
and to the impmvoment of the internetional balance of payments, by praviding for
remittances arising from forb:lgn investmont and by providing adequate protection
for such investments." ‘

®article 2. Foreign investment 1n Japan shell be permitted to be as free
as posgible, and the gystem of valida‘bion and filing of reports pursuant to the
provisions of this Law ghall be relaxed,and eliminated graduelly as the necessity

for such measures decraages.!

RB’-0372

MINISTRY OF FINANCE
THE JAPANESE GOVERNMENT -2 -

a. Fields of activity allowed
Under the Minirig Law, foreign nationgls or juridical persons are not
entitled to acquire mining rights. ﬁnder the Traaty of Friendship,
Commerce and Navigatioh eonc).ixded by Japan with the United States, which became
effective on 30 October 1953, both countries mey restrict foreign participation - -
in the fields of publio utuiﬁies,. ship-&'ﬁuilding,' alr or weter transport, berking
that 1nvolvea-§ep§si:§ory or ‘f’idneiary ft.i;ietiona, and the exploitation of land and
other natural roéourcos. Tbéi %reatly pr"dv;idcs for netionel end most~favoured-nation
troatment with resgpect to tho conduct of husiness and investment in Jepan on the
part of US nationals.-/
The stendards for validating forelgn investment contracts are preacribed in
the Lew concerning Foreign Invastment (4rt.8) to be:
i. Directly or indirectly contributing to the improvement of the ,
international bale@ggé of psymeﬁia,- _ N
ii. Directly or indﬂredﬁly contﬂbuti_ng to the development of essential
industries or pubii;: enterpri'aés, op
11i. Necessary for oon‘aﬁ.ﬁuation of. ‘éxl.ating technological assistance contracts
concerning esaential :lndustrios or public enterprises or for the alternstion _
of the articles :Ln these oon’craota such as renewal. )
Thezl.aw covera four foz'n_,xs:.of foreig rvegtments 1) technological ‘aasist'cnée"

contracts, 2) atodk or propristary interest, 3) benefiolary certificete

1/ A tomporary limitation on natianal tre ¥ ent with respect te foreign investment:
pernits Jepan to continue to: - apply oxiating restrictions on the purchese by aliens
with yen domestieclly aoquirod, of outstanding stock in Japanese. corporations
during e period of three. years .after the coming into foree of. the treaty.

2/ 'Technological aseistence contracts' are defined. to mean contracts concerning the
transfor of patent or utility.model righte or technolegy, licence agreements
therecf, “asizlatance oencorn:l technical g factory management and other design-
eted oontracts. :

3/ 'Proprietery interest' ig dsﬁned\to nesn the proprietery interest of the member

of the gomei-ka {unlimited partnership), goshi-keigha or Yugen-keigha
(1imited partnership) and other pu:-opr:lotary interests of jwidioal persons.

-
— \ »| ﬁ‘ﬂ-
A B
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MINISTRY OF FINANCE
THE JAPANESE GOVERNMENT . -3 -

certificat%/and L) debentures or claimsble assets arising from loans.
The types or kinds of technologicel assigtance which J apan most desires
tov induce ore announced querterly in the officisl gazette and similar publicationa.-
In order to review and deliberate on important matters. concerning foreign
investment, the Poreign Investment Couneil 15 established in the Ministry of Finenoe

end the members are nominated from the personnel of relevant adminigtrative

orgenizations or gelected from mcn of knowlodgo and experience, . If the competent -
HMinister of the Kinigter of F:lmmce decides 0 grant velidation, designation or
conf'irmation, the Minister of F:!.nance is r,eg_uired to obtain the views of the Foreign
Investment Gouncil except for minor casea. :

Other types of foreign invé'stment, sucﬁ"ag opening of branch offices or
subordinate factories of foreignb'cox.-poratiléné, etc., are subject to the same
lews and regulations that are aﬁplicable to“J apenese invegtors.
b.

There 1s no discrimination against foreign capital except the restriction
on the purchase by eliens, with yen domesticelly acquired, of outstanding
stock (old stock) in Japanese corporations for a period of three years beginning
30 October 1953. ’
c. Provisions on wit of capitel end remittence of profits

As the A 'Aplies only to investment in
Japanese corporations, ‘the remittance of profits and repstriationcof capitel
of branch offices by foreign firms are not guargntoed at present.

Urgdor the Law concerning Foreign Imvestment, all purchases of stocks,

bonds, or investment trust certificates require prior approval by the Japanese

1/ 'Beneficiery certificete' is defined to mcan the beneficiary certificate of the
securlties investment truat as mentioned in Article 2 of the Securities Invest-
ment Trust Law (1951) or of the loan trust’ -as mentioned in Article 2 of the
Loan Trust Law (1952). . ,

RB-0372

MINISTRY OF FINANCE
THE JAPANESE GOVERNMENT -1 -

7

Government if subssquent remittance of income or grincipalis/\desired. i

Likewiss, contrsets for technological assisbence: must be approved to

asgure remittance of compensation,

1,

Technologicel assistance contracts _ S
If it is desirad that _compensation be remitted gbroad, ‘and if the '

period of contract or the period of pawment of aompsnaa‘bion for the

contract is longer than one year conclusj.on of technological assistanoe o

contracts 1s subject tq___v?'a';l;datiqn.
contract has been v'al‘idt

gurenteed.

ii'

£ a technological assisténce
‘ :"d,‘ remitténce of compansstion shell b:e‘ v

‘Stock or proprietary intereat
(a) Validation of aequisition

I£ a foreign 5. ﬁestor wanbs to buy on e soom-ities oxchanga

stock which hag already boeen issued (old stock) " the trensaction
mugt be validatad - :

sa‘bion be remitte broad or not. Buy:tng of old atoek m.‘bh yen ia _
not approved. Validation of aequisition of new stock is requirod

it guaran’oeo of remittance is desired. r the guwantee is not.

desired, post fact roport of'”'_ vaoqu.taitipn 1a-su_ffident and T
you may be used for payment. | . V |
'(b) Peyment for ecqu.taition ‘

Ir validation 13 raquired, stoek oan be bomht only with foroign
currency or with proceeds arising from the sals of the remd.ttanca—
guaranteed stock,’ etc., that is, stock, propriotary interest oz;

boneficiary certificate acquired with foroign ourrency.

and Ceradian doliare,

1/ Pereign currency mesns ‘foreign currcncy' ‘as defined in Article 6 of the Foreign
Exchenge and Foreign Trade Control Lew (Us dollar, Sterling pound, Swiss franc, ,
Arona )

Mom( ,Kwal««lls

-
— \ »| ﬁ‘ﬂ-
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(¢) Transfer and reinvestment

Lg mentioned above, if one receives money from the sale of
gtock which was obteined subject to validation, 1t is possible to
transfer to, or reinvest in, other stock, proprietary interest,
beneficiary certificate, debentures or cleimsble agsets erising
from loens. However, tranafer of proceeds from debentures or
claimsble assets arising from longs to stock is not permitted.

(d) Designetion snd confirmstion

The guarentee of remitbence as provided for in the Law concern-
ing Forelgn Investment is generally grented together with the velid-
ation. Howsver, when the acquisition of stock or proprietary
interest is due to transfer between foreign investors, inheritence,
bequest or eamalgemation, remi,tiénces are not eutomatieally guaranteed
at the time of velidai;:!.on. In such a case, if the guarantee of
remittance is desired, the designation shall be obtelned within three
months from the date of oequidtion. Remittances are guaranteed to
those so designated. -

The foreign imvestor who aoqﬁirod tlg_e proceeds arisging from the
sale of the remittance-guarenteed stock, etc. due to inheritance,
bequest op amalgemation mey heve the remittance thereof guaranteed
if confirmed.

(o) Roﬁittanco

Remittance, not only of d.{vidends but also of pr:lnoipal, such as .

proceeds or aunplua assets diatribtxbed is guesranteed when dcrived
from gtock which _waa acquired ,_with validetion, or if designstion was
obtained, y'j" »

The entire amé@t of diﬂtigﬂds may be remitted immediately, but
there aré limitations on the period of gnvestment and the amount of

MINISTRY OF FINANCE
THE JAPANESE GOVERNMENT -6 -
principal which mey be remitted each year.  Stock must be kept at
1

least two years before sele, The maximum yeerly remittance of

proceeds from the sale of stock is one-fifth of the stock owned on

the dey exactly two years from the date on which the gtock was

acquired, If a company is dissolved within two yeers from the day

the stock was bought the surplus assets distributed mey be trang-

forred lika ordinary proceeds or deposited in Foreign Investors

Depoait Account until the two-yesr period is couplcted, when thoy

may ‘be withdrewn in five yoarly instelments. ‘
111, Beneficlery eertificatea

Guarentee of remittance of ‘q:lstribuf.ed income or redeémed principal

is given to beneficlary owners who had their holdings validated. The
proceeds arising from the sale af-beneficd.ary cartificates are not
remittable but may be trqpéferred. Fo investment 5pe'r5.6d is set for
beneficiary certificates, but remittence is gusranteed as soon as matu-
rity is re#cﬁod. If the amount redeemed is largéx: ‘than the originel
investment, the capltal gaing are also remittable, but ‘the amount remittee
per year is limited to. onc—fifth ‘of the amount hold at maturity, as in
the case of atook. I ‘
iv. Dobnnturas or cld.nblo aascta u'iuing from loans.

Remittaneo or the intorost and ‘the rodeomd principel is guarantocd
for ‘hhoao dobontnros ox- clainblo asacts arhing frou loans which hed
been ve.udnt-d. No investment pti!iod or lmtati.on on the renitteble

anount 13 eot, and thc:cntiro amunt of tho prineipal nay be rnnittod as
soon as natur:lty is ruchud. ’ '

1/ whether or not the sele is made:: K ter the elapsa of two years, it.is
possible to make transfers to stock, propr!.otary interest;. b-nofioiary osrtifioate
debenturss or claimsble essets:arising frém loans.  In such & case remittance
abroed is gueranteed only aftsr two ye investment period is completed. ' '

2/ The acquisgition of - debenturs smsets ariglng from loens of which. the
period is not longer then one:yeer,’ are aoquired for the setilement of

" short-tern commercisl transections, is mob ubject to validetion because. no.
guarantse of vemittence oevwing the longer period is necessery. The aequiaition
of debentures floated abroed: wj,th paymen*b maue abroad is also not sub']ect to..
validation,

sb R £ 4H8E
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v, Foreign Investors Deposit Account
The amount of proceeds or surplus aseets distributed from stock,
propr!zgthr#aﬁy interest or principal withdrewn from a beneficlary certificate
which mey not be remitted at one time iz deposited in this V_Accouit after
a certein peiriod. Thus, only money deposﬁ.fed in this Accowmnt is
guaranteed remittance: .- /
. Protect:lon of fo*s:.gn capital
{a) Should the government or local public entities expropriate
or compulsorily pl;gc(xase the prf)pertn.es legaelly owned in Jepan by
forelgn inveﬁtors.?:_b;remit'bancei":bf the procesds is guaranteed,
(b) The foreign ihvéstor may tﬁgnsferrights to subseribs 4o new
stoekg _irreapeetive_ of the pz‘m_ri‘sions of the Commoreciel Gods.
(o) .Tize Ministeriai Gouncil mugt ;inchude appropriations »'&o fulfil
obligations to foreign investors within their foreign exchenge budget.
The remittané:e_abroad of ;nt}orest -and prineipal, for which
validation under the Law is not given, is gemerally subjeot to
approvals under thqi‘Fcroign E’zxﬁtg_hangon and Foreign Trade Law, which

are given on a ‘str?;ﬂllptly selgt;ﬁ;yé bagis.
d. Regulstions on joint 'g.;;@egtic and »vafﬁraign capitel
There is no rest;'ietj.onk on maj_ori,t;y ‘ownership and control by foreign.
caéifgal. ‘ _ e o
e, E;gulationg on Qtionggtz of diregtors and menagers and on employment
of foreign e experts and tocmgiggé A

There is no rostric‘bion on these mattera.

yl ‘The Foreign Investors Depoai’o Account shall be & special deposit account w.l.bh
the euthorized Foreign Bizchengs Bank oxpreseed in nationel currency, The
intereat arising from this Daposit may be romitted but. may not be credited to
the principll.

RB’-0372
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i

£, Bilsteral agreements
4n sgreement wes signed on 16 April 1951 between Japan and United

States regerding the gurented of investménts made by Americen nationalg,
pursuant to the provisions of section III (b) (3) of the US Beonomic
Co-operation Act of 1948, as amended. The USA~J span Treaty of Friend-
ghip, Commeres and Nav:lgation, which was signed in &pril 1953 and entered
into offact on 30 October 1953, deals in cons:lderable detail with the
private foreign inveatmoub. :

8. Selected control meagures
i. Regigtration
The basie law governing organi:;zgtion of buginess enterprises is the

Commercial Gode of Japan, of 1899, &3 amended, The types of business
organiéation permissible under the code are the single enterprensur
gomei-kelgha(unlimited pnrtnorahip), goshi-kaisha (limited partnership)
and kabushiki-kaishe {joint stock cmpany). & company may be formed
by registration of tho,qr_ticloa of incorporation and supply of certain

for registration of kabughiki-kaighg,

the following informstion is requireds (1) cbject of the businesss

. required information, F§r oxmpl.-;b-

(2) trade name; (3) toﬁi' number oi‘ shares euthoriged to be iseued;

(%) per velue of each uhare, if shares heving per velue are issued;
(5) statement as to the e:d.atonce

.

'reatriction, or exclusion of the

pre-smptive rights of sharc-holder ‘or the extension thersof to third

persong; (6) totel nmnbi;j of shnrog authorized to be issued at the time

of incorporation, wheth: :,. with or without par value, and the minimum

issue pricey (7) plac‘

f principal ffice and each branch office; (8)
menner in which the compeny is to g

e 1ts public notices; end (9) full

nems and permanent rasigignce of °‘.’,," Jromoter. Registration of a

> -
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kebushiki-kalsha must be made within two meeks after completion of
formalities stipulated in article 188 of the Commercial Code.

Branches of forelgn corporations are subject to the same prbvisions
of the dommarcial Code as are companies formed in Japan. & foreign
company which intends to engage in commercial transactions as a conti-
nuing business in Jepan must appoint a representative in Japan and
establish an offices. ' ;

& brenbh office of a foreign dorporation mey not engage in commer-
clal trensactions on a cbntinuing'.basis in Japan until it hes registered
and given public notice. of the formation of a branch office.
1i. Control on copital e nd_bond iasue ]

Under the Securities and Exché;ﬁges Law of 1948, as emended, subsecription
to new bonds or sele of outstending bonds csnnot be undertaken until
the Ministry of Financs has been notified of the mubseription or the
sele and the notifiestion has bécqﬁje-. valid,

118, Gonbrol on payment of dividends, sto.

There are no ‘qtu‘.l';i;itory caﬂingf:'s‘ or regtrictlions on the psyment of
dividends. However, jéint-ntook c@panids are required to put aside,
out of profits befors the paymin‘b of }dividqnds, cerbein amount in the
legal reservs fund. In'izhe cage of-:.a bank, at least ten per dent of
p}ofita must be put aaﬁ,@e in the ressrve fund watil that fund bscomes
equal to the total cepital.

b. Sslected sids.
1 _Lu.lﬂﬂ_ﬂ_mliiew

There are ssversl gwornmon’o-mcd ‘banks through which government
funds flow to. gertein f:ulda of :lnﬂuatry. The Japan Development Banl,
the Export-Import Bank of Japan, the Smaller Boterprises Finance Bank
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and the Agriculture, Forestry and Flshery Finence Benk meke long—-term‘
loans to Japenese natursl or Juridical 'persons in certein-fields of
industry with the purpose of supplementing the eredit operation of
private finencial inst:l_.tutions.

ii. Protectilvo bariff |

There is no par‘aicular :I.mport tariff sueh as surtax especielly designed
for protecting domestie indua‘bries against foreign competition 1n Jepan
other than the standard tariff. However, comparativsly high rates of :lmport
duties on luxury and gome other items automatically offer a merg:ln of protection
for some indnsﬁries.
Aa the resudt of the accession of Jepan to GATT lower rate of tariff
is now applied to some items :lmported from member countries of GATT,
111, Speclel tex exemptiong ‘
(a) Tax exemptionoon mEgtént products _
Special oxemp’bion from the 1ncome tax and the ccrporation tax _
is given to :lndmviduals end corparationa engaged in thn uanuractm-ing
and mining of commoditios designatod by ths Gabinet Ordor during the
initial and followi.ng throe yna-a of the commencement or the oxpanaion
of business (Art‘lcle 20 of the Incomo Tax Law and Article 6 of the
Corporate Tax Law)w v
(b) s

lloaaurca of 1916, . és anended, ,Mn case & corporat:lon or individuel has .

ob'hained equipment; or machinary or ocsan-going vassels of & such special

charaeter as is designated by tho Minister of Finence, the corpozration

or individual can, eince 1951 for three years after obtaining it, enjoy

depreciation at 50 por ocent higher than t.ho oi'ﬁcial doprociation rate.
. Under the Law. concerning Promotion of Rat:l.onalization of

Enterprises and the Law concorning Special Taxation Hoasures, it has been

-
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posgible since 1951 for eny equipment of such special character as is
designated by the Minigter of Finence, to be cbtained by a corporation

or individueal in certain leading industries 1nclt}ding iron snd coal
mining for the purpose of rationalization of the enterprise, to enjoy

a special depfeciation rate up to 50 per cent of the purchase price of the
equipment concerning for the Icalondor or business yesr in which it

1s obtained, ’

Under the Law concerning Pi-omotion of Ratipn'alization of Enterprises,
equipment of & specielly designated cheracter obtained for research
.purpos’es regarded as of urgent need since 1952 may be deprsciated to
90 per cént of the‘ purchase rrice of the equipment duping the three
yoars following its acquisitions. )

Under the Law concerning Special Taxation Measures, since 1954,
one-helf of the acquisition cost of the machinery for prospecting
rew mines end of the excavating sxpenses for discovery of, or acquisition
cost of mining rights on, new mining beds, have been allowed to be
deducted as expenses. " n ‘

L. The tax sygtem ag it affects investment
a. Specific taxes
i. Gorporate tax
Corporate income 18 subject to the corpormtion tax; it is further
subject to the income tax when distributed to the stockholders, stc.
Corporations are classified into t;wo groups; those with unlimited
tax liebility and those with limitad tax liaiuility. The former are
corporations with hesd offices or prineipal places of business in J apan,
and are liable to ta?.' to en unlﬁ;ited extent iﬁ that the corporation
tax is imposed on their net income. Lhe latter are corporstions with
neither head office nor principal place of business but wit;h assets or
snterprises in J eﬁan, end are liable to tex to a limited extent in that

MINISTRY OF FINANCE
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they are subject tothe corporation tex only in so far as their incomes
are derived from the assets located, or business carried on within Japan,
and that they are not subjeot to sny tex on their sggregate eernsd incomes.

The texeble basiscie the net income for each accounting period, and
net income is the excess of total income over total sxpense, In Gomput-
ing net incoms, depreciation of fixed assets, cerry-over and carry baok
of the loss ineurred t;Ln a coxjta_}._g;_g_poribd end the amounts transferred to
the bad debt rasoryé;f?ggoount, t;_\“‘tfho price fluotustion reserve account,
to the retirement allowance reugﬁe account, to the spscisl repair '
reserve account end to the expoit loss reserve accomnt, etec. are counted
as business expenses.

The corporetion tax is levied at the following rates on different

brackets of income:

I 2 h £ 1od not more then ¥500,000 35 per cent
Roome for esch accounting p or30< more then ¥500,000 4O per cent

. Liquidation income ,
(1) A Pert of liquidation inoome which is composed

of reserve and non-taxaeble income 20 per cent
(2) 4 Part of liquidation income which 1s composed
of the amount other than (1) L5 per cent

ii. Income tax

4n individusl domiciled or resident for one yesr or more in Japen
is called an unlimited texpayer, snd must pay the income tax on all
his income from every source. &n individuel not domieiled or not

1/ (a) The special tex treatments, including so called Hone=hulf deduction® hitherto

provided, had expired on December 31, 1955. But in the case of speciel earned
income, special tex relief is given in respsct of the part of income earned in
Japan end paid ebroad, &s the temporary measurss for the texeble year 1956 through
1960, to an alien wage earner; who has no-domicile but residence for one yesr or
more in Jepan, &nd who falls under the spec¢ific category as are designated to _
contribute to the economic and ‘cultursl bLienefit of Japan. (Special tax treatments
on alien and foreign corporation are explained in Outline of National Tax in
Japan 1956, Taxetion Buresw, Ministry of Finance.)

{b) Intereat income receiveble from on end after July 1, 1955 until Merch 31,

1957 1s exempt from income tax. S

> -
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resident for one year br more in Japan is called a limited taxpayer,

and must pay income tex on his income only when: (a) he hes income
derived from property or business in Japan, (b) he has recsived interest
dividend or rqyalty income from sources within Jepen, or (‘c) he hed
received wage, salary, pension, bonus or retirement remuneration paid
for the services rendered wli_:hin-; span.

In computing the texable inco_m%{ the following deductions end -
exempﬁioﬁs are alloweds (1) basic exemption of Y. 80,0005 (11) exemp~
tion for depez‘adents, Y. 40,000 for first depondemt, Y. 25,000 for second
and third dependent, Y. 15,000 sach for fourth dependent onward? ahd )
(111):14fe end social insurance premium, medical expenge, losses of
assets L rom earthqueke, storm, fire, ete,

Income tax 1s levied et the following progressive rates on different

branckets of income:

Income (in yen) ‘ per cent
Not more than . 30,000 ) 15
More than 30,000 20
More -than 80,000 25
More than . 150 000 0
. More than 300 000 35
Hore than 500,000 10
More than 800 000 L5
More than 1, 200 000 50
More than 2, 000 000 .. 55
More than 3, 000 000 60
More than 5y 00_0 000 55

For a "limited taxpeyert, the speciei rate of 20 per cent as a
prineiple is, in 1ieu of the progreassive tax rate, applied to the interest

Income, dividend income, earned incomé, retirement income, royalty for patmnt

1/ Comprieing in addition to income in the usual sense retirement income and
forestry inceme,

2/ The term depsndent is defined as the spouse, child, grandchild, perent or
grandperent living together with an unlimited texpayor in one household and having
an income of less then Y.40,000,

RB’-0372
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right or copyright, ete., and his income tex is withheld at the time of
payment. The tex rate on.dividends or shares of stock acquired legelly
through the offer of forelgn meens of payment, and on royalty for patent
rights paid by & corporations which is necessitated to inbroduce foreign
investment, is reduced from 20 per cent to 10 per cent,
1i1. Gther taxeg

Besides the corporate and pergonal income tax, verious taxes are .
levied on income, on.properity, on consumption and on trenafer of goods,
by nationel end local govornmentt.
Double taxation relief »
Two conventions ere signed on 16 April 195.4 between Japan and the

United States, for the avoidance of double taxation and the prevention of

fiscael eveslon with respect to taxes on (1) income and (2) estetes, inheri-

tance and gifts. Thora,,arc‘_agrumoqts between Japan and the United States,

Dermerk, the United Kingdom, Caneda, France, Norway, the Netherlands and

Gcrm;nw for the svoidence of doubls taxetion on income arising from shipping

(1924).
Special

or the Foreign Exchang

licence and to have a

the licenne,

be. Trust comganieg

- Law, the Long-Term Ioan Bank Law

ery bank is requied to teke out a

ein cepital),

BEvery féreign bank ;;‘Lrous of: ablishing & branch office or an agency.

in Jepen is required, in addition t btaining & licence from the govornne_nﬂ.
to eppoint a representat; c for 20 uch office, The gcvornm;nt mey inmpoge:

ey be deemed necessary when issuing

Trust business i governsd by th( Trust Business Lew of 1922 or the

1/ For further details, see Taxation Burean, Ministry of Finance, Qutline of National
Tax in_Japean, '

tEa o D
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Lew concerning the concurrent engegement of savings business or trust business
of ordinery benks and the others of 1943, (Every trust compeny is required
to obtaein a licence from the government.) Trust company is also required .

t0 deposit with the government not lgsa than ‘one~tanth of its authorized
capltal but not exceeding onme million yen in government bonds as gecwrity

of indemnification for losses that mey be suffered by beneficleries on

account of the trustee's neglect of duty.

c. Ingurance o

Insurance business is controlled by the Insurance Business Law of 1939;
the business of foreign insurance eompanies is governed by the Law Concern-
ing Foreign Insurera (Law No, 184 of 1949). Every fore:lgp insurance company
is required to obtain a licenee from the government,

4 foreign insurer is required, before commencing business in Jepen, to
deposit with the government a sum of 10 million yen in cash or in govormment
bohds or other epproved securities. ‘4 further sdditionel deposit may be
required in particular uaa"os, if cqrié:ldorod necessary.

4 A forelpn life ineurer is raquh?e:ﬁ to held in Jepan, in the form of

assets, an emount, to 53‘32v§xpronsed ixi;iapanése yen, corresponding to the

liability reserves (including claim reserves) in respect to thogse 1ife insurance
contracts in J spanese cugfenoy 'éris’ihg out of its lif'e inmurance contraots written
:lnr J apan; A foreign nogi-life insrn%e.rl is required to gold in Japen, in the form

of asgets, an amount, tobe exprgssea "in Jepanese yen, corresponding to

the unearned portion of frmiums, lf'gs reinsurence premiwns, in respect

of those non-life inauren_’ée contracts"in Japanese currency erising out of

its non-life inswrance cb_#tracts w’riﬁ_&n in Japen. A foreign ingurer is

also required to obt.ain-‘_;»i:‘.he approvai" of the government for writing in-

surance contracts for amounts in for?ign currencies.

-0 -
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OUTLINE OF NATIONAL TAX
g IN JAPAN S S

e v
. CHAPTER 1 ‘
| INTRODUETION

Section 1 Pre-war Tax System

Generally speaking, pre-war national tax structure of Japan had .been
balanced in the central axis of indirect taxes, ‘except for the period of the
middle of Meiji in which the land tax had occupied more than.50% of total
tax revenue. For example, in the period of 1984~386.which is the basic period
for “pre-war level” of various economical statistics, . ete., the revenue . from
indirect taxes was 57.1% of total national tax revenue or 700 million yen, but
the comparable proportion of:the direct taxes was 34.8% or 427 million yen.
At the same period the income tax revenue did not reach 209% of it and was
almost as much as the. revenue. fromliquor  tax, tobacco monopoly profit or
customs duty. . : . T

. However, as result of substantial tax revision in, 1940 Japanese tax system
was changed into a sys'_cemgn, which the income tax occupied -2 heavy weight:
Thus, the percentages which direct tax.and indirect .tax occupied . in -the total
tax revenue became.reverse to those in the preceding years: i.e. the former
increased to 64% and the latter -decreased.to 30%. The old income tax system
had consisted of the first class income tax (corporation. income tax), the .second
class income tax (income tax on .interest) and the. third class income.:tax
(personal income tax other. than:the second class), but in 1940.the first class
income tax was separated from .income tax system  into. corporation. tax. - At
the same time, tax rate on corporate normal income was..raised up.to 189
from 12. 26% . (foreign corporation; to 28% from 22.6%). Moreover, business
tax of 1.5% on net .income and the. temporary profit tax at the average rate
of 44% was newly -imposed on corporate. temporary profit. .

The method of assessment in which tax liability is. determined on: the ba,sxs
of actual income in the. previous year was wholly introduced by - the revised
personal income tax. The incomes were divided into six schedules, and different
tax rates:were applied to the incomes under. each schedule; -the lowest 49 for
interest on.national bond:and the highest 10% for. dividend or interest. . - -

(1)
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Moreover, an individual who had gross income over 5,000 yen was subject
to income tax at the progressive rates from 10% to 65%.

The tax reform as mentioned" above resulted 2 times increase both in
number of taxpayers and amount of tax revenue, and income tax revenue
amounted to 40% of total tax revenue. .

In addition, the business tax of 1.5% was imposed on the net income of
business, and the temporary profit tax was imposed on corporate and individual
temporary profit exceeding the average broﬁt'&hﬁng the basic period (1934~36).
Except for the above, the succession tax, land:fax and house tax were the other
principal direct taxes, but the business tax, land tax and house tax were granted
to the local governments as the shared tax. " This shared tax system was estab-
lished in this year to balance the local finance and correct the difference in tax
burden between loeal bodies.

* The proceeds of liquor tax had gradually decreased, but it still remained
as’'important as ever, And in addition, there were such excises as textile éxclse
at 109, commodlty tax at 10% to 20%, admission tax at 10% ‘to 30%, sugar
excise and soft drlnks tax, etc

Section 2 * Post-war Tax System -

The said-tax-system established in- 1940 had been ‘maintained till 1946
immediately after the end of the World War II. Of course, yeayr by ‘year,
the tax rates'were gradually raised and taxable scopes were'extended to ‘meet
the increasing expenditures for the War, especially'the personal ‘income tax rate
Were remarkably raised up, the-tax for-luxirious ‘consumption became’ heavily
burdensome. ' However, the tax systém itself 'had been maintained without large
changes -as’ a'whole. ' In'March 1946, the éxténtion ‘of allowances and tax exempt
point and the adjustments of tax rates were taken for the personal income tax,
business tax, amusement, eating & drinking tax:-and admission tax for the
emérgency financial measures “and the new price policy was ‘taken  in the same
year..--And-in' October~November, ‘war indemnities' special tax and capltal levy
were newly introduced. - o : ’

[P ITRI LRI

“The capital levy was imposed ‘to' prevent inflation and equalize  the: dis-
tribution” of wealth:: “And ‘also the’ war indemnities special tax was adopted-to

cancel the enormous indemnities: for munitions in the formiof taxation.

©.The' most noticeable pointiinithe 'tax revision ‘of 1947 was-the’change in
the'method ‘of assessment. ' The old income tax had been’ assessed by the Governs
ment'on the basis of actual income-in the: previous year, but 'instead:‘of 'this
method; so-called’ “estimated self:assessment:-system” as’it prevails”in- United

States i-was' newly - introduced. -In! other hand, the'increased:income ' tax was

2
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established - as’ the:transitory measures-for this. change of tax system,:and.the
scheduled:income .tax:system -was -abolished. - Capil s e

At the same time, the excess profit tax was reduced: and: :the succession: tax

‘was- simplified while: the :gift. tax on: the property transferred .to other. pérsons

was: newly established as the-supplementary:taxation of..succession tax. -
.« «'The:land: tax, house tax, business. tax, mine:lot tax:and -amuseinent;: eating
& ‘drinking . tax weretransferred: to -the'local -governments for:the. source. of
local -expenditures. - Other. direct. and- mdlrect taxes were,-as'a: Whole, 'maintainéd
in-the former:system.. —.; ' - e s on e i Pl og e

In the first Diet after the. War, some. tax revisions were adopted and it was
noticeable that the non-war sufferer special tax was adopted with the aim to
correct unbalance of -wealth between war sufferers: and the: others. - In 1948,
the admission:tax was transferred to the .local authorities, while the. transaction
tax was introduced as. national tax.:: This.transaction:tax, a kind of sales. tax,
was imposed:.at the rate: of 1% :on ‘the amount-of sales: at  each: stage of
transactions. . : - ; T R

The ratlonallzatlon of tax system by the Recommendatmn of Shoup Mission
became; effective. in ' the year. 1950 -on'.the ibackground- of - the: Dodge: Plan.:with
the ‘role: to: prevent the: mﬂatwn, to-bring the:economical: stabxllty and to-'main-
tain the-balanced budget.: Tt [ S O I T NI EIT T o

- A§ for. :the.income:: tax, ‘basic: exemptlon and- dependency: exemptlomwere
increased to: 25,000 yen and:12,000: yen: respectively: and-the top.rate was: reduced
to 56%. - At the.same time, the method of'imposing:incore tax on the accumu-
lated incomes ,of'ythe:;famil‘y was repealed:.:As -for the corporation ‘tax:iithe
taxation on excess::profits and liquidation incomei was:eliminated, so:that-the
corporation tax was consisted of only the tax on normal income at 35%:and:the
tax on reserve at 2% - (family corporation at'7%).;.0On the: other hand, the
revaluation for assets . was enforced for the. purpose-of arranging. the:business
management and: capital, structures impaired. by inflation.. This ;revaluation was
applied to: not only corporations- but individuals,, especially. individual,.was -com-
pelled by the. law, to take.the: revaluation in- the.computation -of. capital .gaing, and
forestry. income. :As a result of this.measures, .taxpayers -could. legally avoid
the /income, tax on- the nominal income,. but. instead;,of;‘this,-- they; were subject
to:the revaluation tax, at the rate of 6%:.on such;nominal income.. And, 'in the
former .succession tax, the decedent or. donor, was; liable: toi the tax , burden,
however, in revised system, a.person:who acquired the properties (suceessor . or
donee). became liable to .the tax.., The net worth ‘tax with.the.rate from.0.5%
to 3% on the people. having properties more than 5.million.yen was established
to supplement the income tax for the-rich people subject to.the,income;tax rate
lower, than-before -and to-stimulate the private investment. ..The, textile, excise

(8)
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and transaction tax were abolished, and the soft drinks tax was combined to
the commodity tax. The liquor tax and sugar excise followed the former system,
except for some adjustments. .

The revision of tax system based on the Recommendation 'of Shoup -Mission
was performed broadly in national taxes as well as local taxes. It was: a
principle of the revision that the autonomy of local tax system. should be
secured to foster the ground of local self-government and at. the same time
the -combined tax burden of national and local taxes should be rationalized
and impartialized. For this purpose, increase of property tax - and income
tax by local bodies, reduction of excises and local enterprise tax and adjust-
ment of miscellaneous taxes were undertaken. The power of local bodies to
determine on taxable basis and tax rate was expanded with the object of securing
the local tax system. In addition, the prefectural tax and municipal tax were
separated from each other for the purpose of clarifying the responsibility for tax
administration. In 1951, the following revisions were performed, as the continu-
ous measures for rationalization based on the second Recommendation of Shoup
Mission: that is, increasing. the amount of deduction; reducing the rate of
income tax; establishing the special-deductions for individual; repealing the
taxation on reserve other than family corporation (reducing the tax rate for the
family corporation to 5%); allowing the amortization for certain machine and
equipment; carrying out the second revaluation and adjusting the rate of indirect
taxes.  In 1952, more revisions were performed mainly in the fields of income tax
and corporation tax; increasing the basic exemption and dependency exemption;
reducing the tax on retirement income; restoring the withholﬂing on dividend;
raising the rate of corporation tax to:429% and rationalizing the depreciation
methods.

In 1958, revisions were performed in'respect to every tax in the same direc-
tion as in the previous year continuously. At first, with respect to income tax
and corporation tax, the following revisions were performed; increasing the
basic exemption and dependency exemption; raising the tax rate for higher
earners; suspending the comprehensive taxation on interest income with any
other income; repealing the taxation on capital gains of securities and establish-
ing the taxation on corporate liquidation income. With respect to other direct
tax, the old accessions tax was divided into two parts, that is, inheritance tax
and gift tax, and the net worth tax was repealed. “Moreover, the third assets
revaluation was carried out. - Secondly, with respect to indirect tax, the liquor
tax law was fundamentally revised and the securities transaction tax was newly
introduced, in lieu of the taxation on capital gains of securities.

In 1954, the following revisions were performed in respect to every tax.
As for the income tax; increasing the basic exemption, dependency exemption

(4)
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and the exemption for retirement income; rationalizing:the taxation on forestry
income; " reducing ‘withholding tax ‘rate -on: the dividend:income; : introducing
the ‘pre-payment system  in order to-simplify’ the self-assessment: system;.and
80 on. ' As for the corporation tax; introducing the special measures: for reduc-
ing tax  when corporation increased -its ‘capital: under the certain .condition;
repealing the accumulation tax:system: for the reserves'of family -corporations
and imposing tax on their new. reserves over the certain limit.at 109%; ration-
alizing the price fluctuation reserve system; putting-a:limitation ‘on: the enter-
taining expenses ‘which were recognized as. business expenses.: of..a"corporation.
As for the inheritance tax; increasing the amount of deduction for the proceeds

“-of life insurance and retirement income and reducing the tax rate. ~With respect

to the indirect tax, the tax rates of liquor tax, sugar excise, commodity tax,
gasoline tax and playing-set tax were raised up a little and the admission tax other
than the tax for the use of certain amusement facilities was transferred to
mnational tax from local tax. Finally, the convention for the avoidance of double
taxation and the prevention of fiscal evasion with respect to the income tax
and the inheritance tax was concluded between Japan and U. S. A. an_'d_ it was
effective from January 1, 1955. ' '

In 1955, the following reforms were performed to reduce dlrect tax burden
At the same time, the Iocal road tax was newly established so as to ﬁnance
local road. The major tax reforms of 1955 are as follows '
’ As for the income tax: ralsmg the amount of the basic exemptmn ra1s1ng
the amount of the earned income relief; reducing the tax rate for the lower mcome
brackets; raising the maximum of the deduetion for hfe insurance premlum,
-exempting the interest income; reducmg the w1thholdmg rate on d1v1dends,
Taising the amount of the dividend credit; enlarging the spec1a1 beneﬁts for
“blue return,” and introducing the optional deduction for social insurance
‘premium, medical expense, and casualty losses. As for the corporation tax;
reducing the tax rate on the amount not more than 500,000 yen of'eorporate
income and also reducing the tax rate on the liquidation.income; increasing the
-depreciation rate for the newly-built house to.rent.- As 'fobr registration tax;
-exempting or reducing the tax in certain cases for the encouragement of dwelling-
‘house building. As for the travel tax; reducing the tax on air-craft passengers.
As for the sugar excise; adjusting the tax rates on certain kinds of sugar. And
finally, the local road tax was newly imposed on motor-fuels for the improvement
«0f local foad, and the rate of the gasoline tax was reduced to some extent in
:accordance with the enforcement of the local road tax.

Along with the principle of the “Intermedlate Report” of the Temporary
Taxation Enguiry Commlsswn, appomted in Auvust 1955, in order to equalize
the tax burden, in 1956 the following revision was performed. That is, reducing
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the income tax: burden of the wage earner by way: of raising .the amount of. the
earned -income relief, .and in computing:the - corporate income, intensifing the
‘restriction on' the amount to be transferred:to-the retirement allowance reserve

account and reducing the-limit of ‘'social expenses to be allowed as a deduction,
for making up a gap caused by raising‘the said earned income, .relief; and
reducing the custom duty.on sugar. At the same time, two-local earmarking
taxes created: i.e. light-oil trade tax and city planning tax, concurrently: with
the :partial revision of many other local taxes. e

The -work of Temporary Taxation Enquiry Commission to examine  the
suitability of the present system of taxation with reference to the prevailing

economic conditions of Japan is continued even now. In 1957, the drastic tax-

revision throughout the national and local, following with the “Final Report” of
the said Commission, will be expected .to perform.

Section 3 Present Tax. System

In the present tax system of Japan, the income taxatlon is important as
compared with other taxes.

The income tax is playing the leading role among all taxes, and such taxes
on income as munlclpal inhabitants’ tax, enterprise tax, etc. are attached to it.
Moreover, nominal property taxes such as municipal property tax, supplement
the function of inceme tax. However, such taxatiori on income alone is insufficient
and therefore the excises, such as hqum tax, tobacco monopoly proﬁt ete., are also
important revenue sources. ‘

The present tax system of Japan is classified into four groups;i.e; taxes on
income, on property, on consumptlon and on transfel of goods
(1) Tax on income: ' )

National tax. ...Income tax, corporatio_n tax;

Local tax........ Prefectural inhabitants’ tak, ehterpriseb tax, hunter
tax, municipal inhabitants’ tax, mineral product tax:

(2) Tax on property:
National tax..... Inheritance tax, revaluation tax;

Local tax........Automobile tax, miné lot tax, municipal property tax,
bicycle & cart tax, city planning tax;
(8) Tax on consuniption: . . : .

National tax.....Liquor tax, sugar excise, gasoline tax, commodity tax,
playing-set tax, travel tax, admission tax, local road
tax, customs duty, monopoly profit;

Local .tax........ Prefectural tobacco consumptlon tax local entertain-

’ ment tax, amusement eating & drinking tax;
municipal tobacco consumption tax, electrlmty & gas
tax, mineral bath taking tax;

(6)
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(4) . Tax on transfer of goods: - x0T s o :
National* tax. ... .Securltles transaction tax, reglstratmn tax, stamp tax,

bourse tax, tonnage dues,,,
Loeal tax....... .Tax on acqulsltmn of real, property, tlmber trade tax,

llght-oﬂ trade tax,

Accordmg to the natlonal budget for 1956 the Freventie from taxes on mcome
is the largest among four groups, le. about 664 bllhon yeh 49% of total tax
revenue, taxes on consumptlon is 39%, taxes on property is 10% and taxes on
transfer is remammg 29, o

CHAPTER W
INCOME TAX

Section 1 Structure of Income Tax

The income tax-is imposed on the individual’s income while the corporation
tax under the Corporation Tax Law is imposed on the:corporate income. Though
they are both income taxation, there are marked differences in the procedure of
taxation between the two. S

Under the Income Tax Law 1t is provxded that a corporation is also liable to
pay the income.tax if a corporation receives interest, dividend and some'other
incomes. But this means that the income tax is withheld only for the convenience
of tax collection by applying special rate. The income -tax: withheld :is. regarded
as the advance payment of corporation tax and is.credited against the corporation
tax in the computation of .corporation tax amount. In this chapter only the
individual income tax is summarized and the corporate income tax (corporatlon
tax) is explained in the next chapter. : : [P

In Japan, estlmated taxation and.self-assessment, system were, - as they are
prevailing in the United States, introduced in the Income: Tax Law in. 1947.
Before 1947 the taxation office determined each taxpayer’s income tax amount
based on the actual income in the previous year and ordered-him to pay such
determined tax amount . (so-called “assessment system”). Under the new system
it is provided that.a.taxpayer must estimate his income.in the.taxable year,
compute the income tax liability for himself, file the declaration and pay estimated
tax. Then the difference between his estimated tax liability.and the tax-liability
computed exactly on the actual result is settled in the final return.. Under the
recent revision, however, the pre-payment system based on the amount of income
tax for the previous year is introduced in:order to snmphfy the self-assessment
system. ) . . T
Though, the-income tax is based on the. self-assessment system, withholding
of income tax or collection at source is carried out in a broad scale. That
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is to say, the payer of such kinds of income as specified below must subtract the

amount of tax under the Income Tax Law from his payment at the time of the

payment and turn it over to the Government:

(1) earned income such as salary, Wage and bonus, and retirement income;

(2) interest income, dividend income and royalty;

(8) business mcome such as manuscrlpt fee, remuneration for bloadcastmg and
royalty of copynght

The amount of tax withheld is the advance payment of the tax hablhty to be
paid by a taxpayer.

For a wage earner the adjustment is made with respect to the year-end
difference between the amount of tax withheld and the exact tax amount to be
collected at the time when the last payment in the year is held. And if the wage
earner has no other kind of income or has those not exceeding 80,000 yen, the
withheld tax is deemed as his final tax amount to be paid for the year, and conse-
quently he need not pay more tax. Thus, taxpayers are classified into two groups;
namely, those who must file the return and those who need not file the return.

Section 2 Taxpayer

- The taxpayers of income tax are classified into limited taxpayers and un-
limited taxpayers:
(1) Unlimited taxpayer

An individual domiciled or resident for one year or more in Japan is the
unlimited taxpayer who must pay the income tax on all his income from both
within and without Japan.

(2) Limited taxpayer )

An individual not domiciled or not resident for one year or more in Japan
is the limited taxpayer who must pay the income tax on his income, only when:
(a) he has income derived from property or business in Japan;

(b) e has received interest, dividend or royalty income from sources within

Japan;

(¢) he has received wage, salary, pension, bonus or retirement remuneration
paid for the services rendered within Japan.

The income under (b) is distinguished from (a) and (e¢), namely, the
amount of withheld tax is enough to discharge the tax liability on the income
under (b), while the individual who has the income under (a) and (c) must file
the return and pay the tax if there remains deficit. .

In principle, the Japanese income tax is merely imposed on the individual
income, but a corporatibn is also liable to pay the income tax in such cases as
follows:

(8)
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(a)’ a corporation having its head office ‘or principal place of ‘business in Japan
" receives interest, dividend or some other incomes in Japan; - :

(b)  a‘corporation having neither head- office nor: principal place ‘of business in
Japan receives interest, dividend, royalty for industrial proprietary or copy-
right, interest on loan for enterprise, rent on assets for busmess or some other

- incomes in Ja.pan C PN :

Section 3 Taxable Income and. Met_hod of Taxation,
1. Taxable income ‘ :

Under the Income Tax Law the income ‘derived from all sources is classified
into the following 10 kinds, and 7 kinds ‘of income, which are excluded retire-
ment income, interest income and forestry income, are summed up as “total
income” (hereinafter, “total income” does not include retirement income, in-
terest income and forestry income). Retirement income, interest income and
forestry income, in computing income tax, are treated separately from other
incomes.

(1) - Interest income: as for the interest on public bonds, corporate debentures

and deposits, and profits of a joint operation trust, ..
year.

. ‘the receipts in the

(Note) - Interest income receivable from on and affer July 1, 1955 until
March 31, 1957 is exempt from income tax. )

(2) Dividend income: as for the dividend of profits.or interest during con-
struetion, or the distribution of surpluses, to be receivable from corporations,
and distribution of gains from securities investment trust, ... the receipts
in the year minus interests on the indebtness paid or incurred for vthe acqui-
sition of the principal. ) ) .

(8) Real estate income: as for the income derived from the lease of rights
on real estate or ships, ... :
expenses.

the gross receipts in the year minus the necessary

(4) Business income: as for the income derived from commerce, manufac-
-ture, farm, fishery, medical service, authorship or other consecutive business
operated for the production of income, ...
minus the necessary. expenses.

the gross receipts in the year

(5) IBarned income: as for the income of salaries, pensions, bonuses, etc., ..
the receipts in the year minus 20% thereof (maximpm: 80,000 yen).

. a half of the

receipts after substracting a special deduction in the year according to the

years of service (10 years or less...200,000 yen; more than 10 years.

200,000 yen plus 20,000 yen for the each year exceeding over 10. years more
than 25 years ..

(6). Retirement income: as for.the retirement allowance,. .

. 500,000 yen).
(9)
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(7) . Forestry income: as for income derived from the lumbering or transfer
of timbers, ... the receipts after deducting 150,000 yen from the gross.re-
ceipts in the year minus expenses for afforestation, acquisition, management
and lumbering of the forest and other necessary expenses.

(8) Capital gains: as for the income derived from the transfer of assets
(excluding business income and forestry income),... the gross receipts in
the year minus costs for acquisition and expenses for installation, improve-
ment and transfer of the assets.

(9) Temporary income: as for income not similar in quality to the compensa-
tion for labor or personal service other than those as enumerated in each of
the preceding items and other than those derived from the consecutive acts
aiming at profits,... the gross receipts in the year minus the amount of
expenditure required for the acquisition of the temporary income. .

(10) Miscellaneous incomes: as for incomes other than those as enumerated
in the preceding items,... the gross amount of receipts in the year minus
the nécessary expenses.

With respect to capital gains and temporary income, taxable income is a
half of the total amount of those incomes after deducting 150,000 yen.

2. Non-taxable income
'The following incomes are exempt from the income tax by the Law:

(1) pensions and annuities to the bereaved family;

(2) travelling expense, educational fund and legal sustainance allowances;

(8) interest on postal saving; : )

(4) income derived from the transfer of securities, and of such furniture,
clothes, ete. as are necessary for daily life;

(5) insurance benefits under the Health Insurance Law, etc., specified lottery
prizes, ete..

Moreover, an 1nd1v1dual engaged in producing gold metal, nickel metals,
ete., fertilizer, synthetic fibre, vinyle products and electricity, etc. or engaged
in mining or collecting the gold, oil and coal is exempt from the income tax for
the opening year and for three years thereafter with respect to the income
derived from these business. If such person expanded facilities, he is exempt
from the income tax for the year as expansion and for three years thereafter
with respect to the income derived from such expanded facilities.

3. Methods of accounting
The income is computed under the “accrual basis” method. In computing
the income, the receipts mean the amount of money to be received. The ex«
penses to be deducted from the gross receipts mean the ones necessary for

-the acquisition of gross receipts, excluding the cost of living, income tax and
inhabitants’ tax.

(10)
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4. 'Losses R . : :
- If a net loss was incurred during the preceding three:years and a taxpayer
- hag filed the blue return (see Section 4 of this chapter) in the year in’which
-such-loss was incurred and thereafter, that portion of loss :which was not

deducted yet in the precedmg taxable years is deducted in computmg the
total income. :

5. Deductions and Exemptions ] .
In computing the taxable total ihcdme', taxable retirement income or
taxable forestry mcome, the followmg deductlons and ‘exemptions from the
" total income, retirement i 1ncome, or forestry income are allowed fo 2 taxpayer.
" In this case, these deductions and exemptlons are made ﬁrstly from the total
income (not includes retirement income and forestry income) and secondly
from the forestry income and finally from the retlrement income if there
remains any.
(1) Deductmn for losses from casualty

If an unlimited taxpayer suffers a loss of assets (excludlng the inventory
assets) due to the earthquake, stonn, ﬁre, ete., or theft and tha.t portion
of such a loss which is not covered with the insurance proceeds, ‘ete., exceeds
10% of the sum of total ‘income, retirement income or forestry income,
the excess is deducted from the total 1ncome or the retlrement mcome, or
the forestry income. The same deductlon is allowed to a hmlted taxpayer
if he incurs a loss on his assets located in Japan. ) o .

As to losses me_urred durmg the preceding three yeere and subtractive
as losses from casualty, tha;t;portion of losses which were not deducted yet
in the preceding years is deducted in computing the total. income amount,
even if the taxpayer has failed to file the blue return.

(2) Deductlon for medical expense

' " If an unlimited taxpayer paid the expense for medlcal or dental treat-

ment relating to hlmself or his dependents and the amount of such expense
(excluding the part covered with insurance proceeds) exceeds 5% of the
sum of his total income, retlrement income, and forestry income, the excess
is deducted:from his total income or retirement income ‘or 'forestry income
(maximum::150,000 yen).

(3) Deduction for social msurance premlum

If an unhmlted taxpayer pald s‘ cial insurance premium for himself or
for his dependents, the amount of such premium paid is deducted from his
total mcome, retirement mcome or forestry income.

(4) Optional deduction for casualty ]osses, medical expenses and social in-
surance premium .

The taxpayer who is entxtled ‘to-any or all of the three deductions

¢y
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which are explained above, the deduction for casualty losses, the:deduction
for medical -expenses and:the deduection:-for 'social. insurance: premium, may
take the deduction equal to:5% of his: gross income ' (as to: earned income,
gross receipt), in lieu of taking each of the:three deductions. respectively.
But this optional deduction can not exceed 15,000 yen. Once the taxpayer
elects an optional deduction, he is not allowed to deduct the deductions
mentioned (1), (2) or/and (3) above. o
(5) Deduction for life insurance premium . .

If an unlimited taxpayer pald the msurance premlum on life insurance
contract in which the recipient of insurance proceeds is hlmself or his spouse
or other relatives who are supported by him, the amount of such premium
paid (maximum: 15,000 yen) is deducted from the sum of his total inceme,
retirement income or forestry income.

(6) Exemption for dependent

An exemption from total income, retirement income or forest{ry income
of 40,.000 yen Tor the ﬁrs’c’ dependent, 25,000 yen for the second and the
third dependent, 15,000 yer per eabita from the fourth dependent is allowed
for each dependent who is qualiﬁed as such at the end of a taxable year.
The term “dependent” is defined as the spouse or other relative (blood-
relationship in the sixth degree of consanguinity and relatives in the third
degree of al’ﬁmty) living together with an unlimited taxpayer in one house-
hold and havmg the income less than 40,000 yen.

(') Basic exemption
'An unlimited taxpayer or a Iimited taxpayer is entitled to a exemption

of 80,000 yen from the sum of his total income, retlrement income and
forestry income.

6. Tax rates
The income tax due is the total amount computed by classifying the taxable
total income, taxable retirement income or taxable forestry income (after
deductions and exemptions) into the followmg brackets and by applying the
tax rate thus classified:

Not more than 30,000 yen 15%
More than 30,000 ,,- 209%
" 80,000 ,, . 259%
» 150,000 ,, 30%
” 300,000 ,, 36%
. . 500,000 ,, 409
" i 800,000 , 45%
" 1,200,000 ,, 509
" 2,000,000 ,, -1
» 8,000,000 ,, 60%
» : - 5,000,000 ,, 65%
(12)
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In order to make-the computation of. tax.amount .easy, the “simplified tax
- computation tables” have been prepared for the taxable, income or the taxable
retirement income not.more ‘than 650,000 yen. - The tax. due-is the amount of
money which is figured in such tables according to the taxable total mcome or
“the taxable retlrement mcome classlﬁed therem
', And 31m11ar1y, in. mder to compute the tax on the taxable forestry mcome
‘ (not more than 650,000 ye'n) easﬂy, the’ speclal table is prepared
The following special rate is, in lieu of the progressive tax rate, aﬁf)lied

to the income of limited taxpayer, -diid his income' tax is w1thhe1d at the ‘time
of paymentl : i

(1) Individual -
Dividend ....... L R 10%
Earned income, retirement income, royalty for patent
right or copyright, ete ....... .. ... . iviiiinirnn.. 209%
(2) Corporation ) .
Dividend .......... P R S 10%
Royalty for patent right or copyright ..:...... ... 20%
But the tax rate on dividend on shares of stock acqulred lega.lly on the offer
of the foreign means of payment, and on royalty for patent right paid by

a corporation which is necessitated to introduce foreign investment, is reduced
to 10%.

7. Credits
Under the present Income Tax Law, the following credits are adopted
(1) Special credit against income tax on dividend. ' )

If the total income iricludes the dividend income received from the
corporation having its head office or principal place of Bﬁsinesé_ in Japan,
30% of such dividend may be credited against income tax amount.

(2) Credit for foreign taxes. o

If an unlimited taxpayer was imposed foreign.income ‘taxes (or tax
equivalent to Japanese income tax) under the foreign law, with respect to
his income having its sources without Japan, the foreign tax paid is credited
against his Japanese income tax amount.

(8) ' Credit for a physically handicapped person.

" If an unlimited taxpa.yer is a physmally handlcapped person or has a
dependent physically, handlcapped person, 5,000 yen is cledlted against his
income tax.

Noté 1) The interest income which was withheld is to be exempt from the income
tax on and after July. 1, 1955.

(13)
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‘(4) Credit for an old aged person, widow or working student.

If an unlimited taxpayer is an old aged person, widow or working
student, 5,000 yen is credited against his or her income tax.

Taxation on forestry income ) )
If a taxpayer has an income from forestry the amount of income of this
kind is separated and divided by five, applying the said tax rates to"the each
part )

Averagmg taxation on. fluctuating income

If a taxpayer has an income from ﬁshmg, compensation of manuscript and
musical composition, royalty of copyright, (hereinafter referred to as “fluctuat-
ing income”) among his total income and the total amount of such fluctuating
income is 20% or .more of his total income, the amount of tax on his total
income may, at his option, be computed by excluding four fifth of the said
fluctuating income from the ordinary taxable income and by applying the same
tax rate to the said four fifth as is available to the ordinary taxable income
which includes the remaining one fifth of the said fluctuating income. The
aim of such averaging taxation on fluctuating income is to avoid the irregular
tax burden resulting from applying progressive tax rates to these special
incomes in one year.

Section 4 Return and Taxpayment

Declaration

In accordance with introduction of pre-payment system in the income tax,
a taxpayer need not more to file a declaration as a rule from 1954.

Under this system, beforehand in July and November respectively (in the
case of farmer, in November), a taxpayer may pay each amount equal to one
third (in the case of farmer, one half) of the tax amount assessed for the
preceding year in order to appropriate to his taxpayment for the taxable year
without declaration, and the balance between the tax amount in such pre-
payment and the actual tax amount for the year concerned is adjusted by the
final return. There are, however, some- exceptions in thxs rule; details are
given ag follows: ; :

(1) July declaration

An individual, who commenced the business from J anuary 1 of the year
and is estimated to be liable to the income tax as .of T uly 1, has to file a
July declaration. However a farmer need not to ﬁle it, if his farm income
aceruing on or after September 1 of the year is estimated to be exceed 0%
of his total farm income in the year as of July 1.

An individual, whose estimated tax amount in self-assessment for the
year is over the basic tax-amount of pre-payment as of July 1, can file a July
declaration in order to make the payment 6f his:inéome tax for the year easy.

(14)
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{2)  November -declaration . - ; . i
-An individual, .who' commenced':the busmess from January.:1 of the
year and'is estimated to-be liable to thé'income tax ‘as of’ November 1, has
to file a November declaration. Also a farmer, who' need ot have ‘filed a

July declaration as mentioned above, must file a Novembel declaration, if:

he is under an obligation to file-a: declaration. B s
An individual, whose estimated -tax amount i self-assessment for ‘the
“year i3 ‘over ‘the basi¢ tax  amount"of pre-payment” as 6f November’ '1 ‘can
file a November declaratmn, exeeptmg the case w-here he is under an
obhgatmn of pre-payment in ‘the ﬁrst term (J uly)
{8) Revised declaratzon

~ An individual, who is subject to the pre-payment system or filed a J uly
declaration, can file a revised declaration in vNovemher, if hlsvtax amount
estimated as of November 1 exceeds the_ba,sickamouht' of _pre-payment or
estimated tax amount in July declaration. But, on the other.hand, if his
tax amount estimated .as of November 1 is.less than the, basic amount ;of
prepayment of estimated:tax. amount in- July declaration, he -can make: a
request for correction from 1st to 15th of November.

.:,Return e T AT B P T I
(1) Return : ‘ ‘

An individual whose total mcome amount durmg a taxable ‘year'is over
the total of 80,000 yen plus exemptlon amount for hlS dependents must file
a return durmg the period from Februazy 16't0 March 15 of the next year.

‘ However, an individual whose earned mcome 1s pald from one paye). of
whose income derived from other sources is zero or not, exceedmg 30,000 yen
need not file a return.

(2) Loss return,

In case thele incurs net loss duung a taxable year, 01 in case total income
amount become to be not over the total of 80,000 yen plus exemptlon amount
for his dependents, a taxpayer can file loss return durmg the period from
February 16 to March 15 of the next year.

(3) Revised 1etu1_n '

An individual who has filed a return or loss return may:file respectively
a revised return or revised loss return. But if his total mcome or income
tax amount is less than the amount aheady 1eported he may make a request
for correction same &s in case of declaration.

{(4) Quasi-return ) o ,

In case an-individual who died in the course of a taxable.year and who
falls under the requirements for filing return, ete., a- successor has to file a
quasi-return of the dead, and in case’ani individual -who -had his domicile .or

(16)
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residence in Japan but has become not to have domicile or residence therein {
falls. under the requirements for filing return, he has to appoint a manager
for tax payment- to conduct the business concerning the taxpayment or
must file a quasi-return.

3. Blue return system

An individual having business income, :real state income, forestry income
or capital gains, who keeps, in principle, a certain entry books may file a return
of blue form, if he .get the approval of the Government on the filing. of bule
return.

In case a return has been filed on the blue form, the Govelnment can not
make the correction unless he has investigated the books and records kept by
individual having filed the blue return. And it is allowed to carry over the
net loss through three years and to carry back for one year, in a case of blue
return. In addition, with respect to an individual filing a blue return on his
business income such amount transferred into bad debt reserves as not exceed-
ing a certain umount is deemed necessary expense in computing the income
for the purpose of income . taxation. Moreover, -the allowances for family
works (including -one’s spouse) are approved under this system.

4. Taxpayment

An individual, who is subject to the pre-payment system, has to pay the
amount equal to one third of the basic tax amount of pre-payment (total tax
amount minus amount of tax withheld for the bpreceding_ year) .in July and
November respectively (in the case of ‘farmer, one half in November).

In this case, if his estimated tax amount for the year as of June 1 (in Q

~ the case of farmer, October 1) is 1eSs than the basic tax amount of pre-payment,
he can get the government approval of reduction of the basic tax amount in
June (in the case of farmer, October).

5. Withholding

Any person who receives the following incomes is withheld the income tax
at the time of payment:
kind of tncome tax rate
Interest imcome Exempt
Dividend income . 109%
Earned income on “Simplified tax
computation table”

Wage. of daily laberer . ”,
Retirement income

Remuneration or charge to canvasser

»

or bill collector, etec. 109,
Remuneration for writing, fee for

lecture, ete. 159,
Royalty for patent right or copyright

for limited taxpayer only 209%
Profits of anonymous association 209%.

Special rules for taxation.on alien’s income are stated in Appendix L

’ ( 16°)
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-Section 5 Reassessment and Additional Tax

(1) Provmonal assessment a.ga.mst declalatlon ) .

Ef In case the amount’ of estimated income or estlms.ted tax entered in declara-

l tion differs from the amount of income or tax mvestlgated by the Government,
the Govemment corrects prov1s1onally the amount of mcome or tax estlmated
by taxpa.yer (provxswnal correction).  And in ‘case an individual deemed to
have to file a declaratlon or a revised declaration’ has not filed the dec]aratlon,
of has not done the pre-payment by ‘the due date the Government may pro-
visionally assess the tax on the basis of its own mvestlgatlor_l (provmlonal

" determination). g i

In this case, the Government collects the interest on the deficit tax amount

at the rate of 3 sen per 100‘ yen per diem. o ’
(2) Reassessment agamst return )

The Government may, in case the income amount or mcome ‘tax amount
entered in a return differs from the amount investigated by the Government,
reassesées the tax amount on the basis of its own inyestigation ‘(correction).
And in case an individual deemed to have to file a return h'a's not filed the
return, the Government may assess the tax on the basis of its gwn' investigé—

: tion (determination). In this case, the Government collects t.hvé”ihtei'e'st on
é deficit tax amount at the rate of 3 yen per 100 yen per diem.
(8) Additional tax
(a) Where a taxpayer files'a return on the income ‘less than his actual
0 income;
(b) Where a taxpayer fails to file a 1e’cu1n, y
(¢) Where a person who is liable to W1thold tax at the source fails to turn
over the withheld amount of tax. e
The rates are’ 5% to 25% against the amount of income tax, but if the
taxpayer falls under the cases explained above by intent'to evade tax, he must
' pdy heavy additioria;l téx, which is as much as 50% of his income tax liability.

CHAPTER NI
| ' o CORPORATION‘ TAX
Section 1 ‘Principle of Cmporatlon Tax ‘ .
In our country, the corporate income is exempt from the mcome tax, but is
subject to. the corporation tax.. .
‘With respect to the philosophy of the taxatlon on the coxporate income, there:

are two points of view:

(17)
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(1) as a corporation is in-substance nothing but an aggregate of a number
of shareholders banded together for the achievement of some. common purpose
under limited liability, it is sufﬁclent to 1mpose the 1ncome tax upon the
sha1eholders, as the income taxation. Accmdlngly, it is needless to 1mpose the
corporation tax upon the corporate income.

(2) as the general law of the land clothes a corporatxon w1th a personahty
of its own and regards it as an entity d1st1nct from the shareholders who are
its members, a corporation owes a duty to pay the corporatlon tax on its income
_apart from the income tax on the shaleholders income. .

Up to 1949, the Japanese corporation tax system had been basedf‘on.the
viewpoint stated in (2). But an idea that the corporate income is nothing but
that of the shareholder was introduced in the Recommendation of Shoup Mission,
and the tax system suitable for such idea was established in 1950.

Nowadays, the corporate income is, in the first place, subject to the corpora-
tion tax and, in the second place, is subject to the income tax when that income
is distributed to the shareholders, ete.; provided that, in computing the income
tax amount of an individual, such amount paid regarding the advance payment
as the corporation tax is credited agamst the 1ncome tax and only deﬁc1ency,
if any, is collected as income tax. )

In addltlon, the corporatwn tax which was Aformerly' imposed upon the
accumulated reserves was repealed in 1954, instead thereof special sur-charge
tax is imposed upon only the retained surplus which is reserved by family
corporation. B

Section 2 Taxp'ayel"

The corporations subject to the corporatlon tax are as follows

(1) Company—joint-stock company, limited paltnershlp, unlimited partnership
and limited company. )

(2)- Special corporation—Agricultural Cooperative Association, Medium and
Small-sized Enterprises Cooperative Association and other entities or associa-
tions other than company carrying on the economic activities.

(8) Public utility corporation, ete. (incorporated association or foundation, ete.)

The public utility corporation is subject to the corporation tax to the extent
that and only if its incomes are derived from profit-making business; provided,
that it is not subject to neither income tax nor corporation tax on such incomes

~ derived from the control or management of assets as interest on deposit,
dividend or income from the real property, etc..

Those corporations are, just as in the taxpayers of income tax, classified
into two groups; that is, corporations with unlimited tax liability and corpora-
tions with limited tax liability. The formers are corporations which have their

(18)
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‘Head offices of principal places of business in ‘Japan, ‘and they aré liable for
tax to the unhmlted extent. ‘This implies that thé corporation tax is imposed
on their net mcomesi) { The latters are corporations which have ‘neither head
offices nor prineipal places of business but‘have assets or’eniterprises in J: apan,
and they are liable for tax to the limhitéd ‘extent.  This- -implies -that they ‘are
! subJect to the corporatlon tax only if their’ incomes are derived fromi the'assets
located; or busitiess carried on- w1thm Japa.n, and'that’ they are not’ subJect to
any'tax on'the aggregate earned résérves. .
To avoid the double taxation on dividend mcome, followmg neasures are
- adopted: : :
" (a)  a credit of amount equal to 80% of his d1v1dend income for each
individual shareholder against his income tax; ’ S
(b) an exclusion of all dividends or distributions of surplus received from
other domestic corporation from the net taxable income of rec1p1ent corpora-
tion;

(e) a deduction of income tax withheld on received d1v1dend from corpora-

tion tax. : ) .

In case where a domestic corporation was imposed foreigncorporal:ion'fax
(or tax equivalent to Japanese corporation tax) under the foréignlaw, with
respect to the income derived from the business or the:properties which are
located without Japan, the foreign corporation tax is credited against its Japa-
nese corporation tax amount to the extent of amount computed‘by applying the
Japanese tax rate to the income from the business or the propertles without
Japan. C it

The corporations exempted from the corporation tax are the state and such
local public bodies as T0, DO, FU and prefectures, etc., Japan Monopoly Corpora-
tlon and Japanese National Railways, ete..

Section 3 Taxable Basis

The net income of corporations for each accountlng penod is the excess of
their total income over their total expenses. . )

The proﬁl; derived from disposition of the assgts ovér the _boclk value are,
of course, included in the corporate income and on the contrary, 'if there incurred
the losses, those amount of losses are deducted. Different. from the case of
individual, the appraised profits of the assets, bases on the price-fluctuation held
are also subject to the corporation tax, but the appraised losses are deducted.

Notel)  “their net incomes” include the incomes from sources within as well as without
Japan, but exclude the non-taxable income and the income exempt from taxation.

(18)
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Profits or losses are respectively counted in the corporate income or loss of
each accounting period under the accrual basis.

The corporations which are engaged in manufacturing gold metals, nlckel
metals, fertilizer, -vinyle and electricity, ete. and in mining gold minerals, oil,
and coals, etc. are exempt from corporation tax on their income having accrued
from the said business during the accounting period in which the corporations
have commenced the said business and during the accounting periods ending

‘within three years from the opening date of the following accounting period.

The corporations as mentioned above are also exempt from the corporation
tax on their income having accrued from manufacturing or mining by the
expanded equipments. Moreover, in order to promote the increase of capital,
if a corporation falling under the prescribed trade or business increases its
capital and distributes dividend, a part of dividend is exempted from the corpora-
tion tax, provided that the corporation must satisfy the following requirements:
(A) the revaluation amount in the third revaluation is 80% or more of the

maximum revaluation amount; and
(B) more than 90% of each years deplecmtion during the accountmg period
is written off.
(1) Valuation method of inventory
The valuation methods of inventory fixed by the Law are as follows:
(a) :Cost rule
Actual cost method, first-in-first-out method, last-in-first-out method,
weighted average method, moving average method, straight average
method, recent purchase method or retail method.
(b) Market rule
(¢) Cost or market rule
(2) Depreciation of the fixed assets
Depreciation charges are counted in business expenses and computation
methods are as follows:

(a) Straightline method

(b) Declining balance method

(¢) Product method

“The product method is only applied to the fixed assets for mining. With
respect to the replacement asset such as rail, points, telegraphic wire, ete.,
the replacement method besides those mentioned above may be applied. The
corporation filing a blue return may be favoured with the accelerated depre-
ciation for newly acquired machines, etc..

(3) Carr&-over loss and carry-back loss
The corporation filing a blue return may include the loss amount incurred
during the accounting period opening within five years prior to the first day

(20)
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of each accountmg veriod in‘business expense in computmg corporate income.

If the loss has ‘incarred'to the corporatlon ﬁlmg a“blue- retuln, ‘that cor-
poration may claim the refund of overpaid tax amount compﬁted b ‘carrying
back such loss to the income of the accounting period opening within a year
prior to the first day of each accounting permd

(4) Bad debt reserve - ) ‘

In case a cmporation ﬁling "é ‘Bl'ue 'fc’etii"iin''ibli’asj "ffb.ﬁs‘feftéﬂ‘a certain
recovery of ‘loss iesulting from the uncollectiblhty of the _loans for each
accounting period, such amount as transferred to the bad ‘debt reserve
account is counted in the business"ex'pense in computing corporate income.
The maximum amount to be counted in th'e_'business expense is 0.7% to 2.0%
(rate is fixed for each industrial section) of the loans existing at the last
day of the accounting period or 209 of the'i mcome, whlchever is the lower

(5) Price ﬂuctuation reserve

In case ‘a corporation filing a blue retirn has transferred a certain

amount to the price fluctuation reserve account in order to provide for the -

loss 1eeultif1g from the fall in prices of inventories or Securitiee (in(:luding
national bond), such ‘amount as transferred to that account 1s counbed in
the business expense in computing corporate mcome

(6) Retirement allowance reserve

In case a corporatmn ﬁlmg a blue return has transferred a certain
amount to the retirement allowance reserve account, such amount as trans-
ferred to that account is counted m the business expense in computmg
corporate’ income,

(7) Special repairing reserve ) ,

In case a corporation filing a blue return ‘and ‘holding the vessel ob
furnace, etc. has transferred a certain amount to the speciél reﬁeilin'g reSel"Ve
account, such amount as tlansfeued to that account is’ counted m the
business expense in computing corporate income.

(8) Export loss reserve

In case a foreign trade corporation-filing a blue return has transferred a
certain amount to export loss reserve account in order to make up loss
under ‘cancel or claim of export contlacts, such amount as tiansfened to
that account is counted in the business expense in computmg corporate
income, -

(9) Special measures to promote the export

By the tax revision in 1958, it is newly allowed to the tlade company -and
manufacturer to deduct 1% of the amount of export contract or 3% of the
amounts of sale contract for exporting goods (as for exporting plant, 5%)

(e1)
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delivered to trade.company from manufacturer from their taxable income
respectively, provided .the deducted amount does not exceed 50% of the
taxable income.

Section 4 Tax Rate

(1) The corporation.tax is imposed at the following rates:
Income for each accounting period
not more than 500,000 yen ...... e e 36%
more than 500,000 Yen ...o.v.riuueesnenaeanennnnnn., 40%
Liquidation income )

(a) a part of liquidation income which is composed of reserve

and non-taxable income .......... .. .ociiiiia.., 20%
(b) a part of liquidation income which is composed of the
amount other than (a) ..........ciiviiivnernrnnn, ..459

(2) Special rate for family corporation (sur-charge rate):

In the case of family corporation, if the total amount of retained surplus
(reserved at each accounting period) and accumulated reserves (excludes
the retained surplus) exceeds the amount equal to one fourth of capital
or investment of the said corporation, or 1,000,000 yen whichever is the
higher; .

the retained surplus ......ooveverunn.n.. et 10%

Section 5 Family Corporotion

The family ‘corporation means any .corporation in which the total amount
of stocks or investments owned by a shareholder or paftnef and his relatives
exceeds a fixed amount?) of all stocks of the corporation or of the whole amount
invested in the corporation. The Government is authorized to make correction
or determihation without regard to the behaviour or computation made by the
family corporation in connection with itsvbusiness, if such behaviour or com-

putation is considered likely to result in an improper reduction of corporation
tax liability.

Section 6 Return and Taxpayment

In pljinciple the corporation tax is imposed for each accounting period. All
corporations liable for corporation tax must file a return and pay tax on the

Note}) “A fixed amount” is as follows:

(1) In the case of three shareholders or three partners and their relatlves, 509,
or more;

(ii)  In the case of four shareholders or four partners and their relatives, 609
or more;

(iil) In the case of five shareholders or five partners and their relatives, 709% or
more.

(22)
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basis of its settled account within two;months-from the. last day of each ac-
counting period. But, payment.of up to, half of such:due tax can, be. deferred
three months upon an written application. . The.corporation ‘which . accounting
period exceeds six months must file a interim return and pay the tax within
two months after the expiration of six months after the first day of thé account-
ing period. If no interim return was filed by the due date of filing return; the
procedure of taxation is taken on the assumption that the return was filed based
on the aetual result:for the preceding accounting period. The corporation which
filed the interim return must file the final:return and pay. the:corporation tax
within two months after the last day of the accounting period. o

A corporation may use a blue return with an approval of bthe‘ Government as
in the case of an individual. _

A corporation which uses a blue return must keep the books and records,
and as privileges, such corporation is entitled to open the bad ‘debt reserve
account, reserve accounts for retirement payment and for price fluctuation or
for export loss, etc., and is able to carry over or back theloss and to use the
accelerated depreciation method.

'CHAPTER IV
INHERITANCE TAX

The accessions tax before the revision in 1953 was 1mposed on the rec1p1ent
of inherited property and gifts or bequests, and the propertles as taxable basis
were computed cumulatlve]y throughout the 1ecxp1ent’s life. In 1ev1sed system,
the accessxons tax was d1v1ded 1nto *such mherxtance tax and glft tax as called

mheutance tax collectlvely, and the cumu]atlve taxatlon was repealed

1. Taxpayer
1) Inheritance tax
(a) TUnlimited taxpayer—Individual who acquires any property by succes-
sion and who has domicile in Japan at the time of acqulsltmn of the
property;
(b) Limited taxpayer—Individual who acquires any property located in
Japan by succession and who has no domicile in Japan.
(2) Gift tax
(a) Unlimited taxpayer—Individual who acquires any property by glft or

bequest and who has domicile in Japan at the time of acqulsxtlon of the
property;

(23)
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(b) Limited taxpayer—Individual who:acquires any property -located ‘in
Japan:by gift-or bequest and who has no- ‘domicile in Japan at the time
'6f acquisition'of the property. i

2. Taxable basis
(1) Inheritance tax . . :

The taxable basis of the inheritancetax is the sum of:net:amount:of-pro-
perties acquired by succession.: ~The properties: are computed eéach:time when
succession ‘is held and are appraised on ‘the basis of curreiit price at the tirie
of acquisition.” The amount as enumerated below are not included ‘in the
taxable basis: ‘ . ’

(a) Marital exemption—A half of net amount of propertles received from

~ spouse due to succession;

(b) Deduction for mmorl)—Amount as computed by multlplymg 20,000
yen by the number of years by which the age of minor is less than
eighteen;

(¢) In case person operating with such public purpose as religion, charlty
or science, etc, has acquired any property by succession, the amount of
property used for the public purpose;

(d) The life insurance payments and retirement income acquired due to
death of the decedent. (maximum 500,000 yen in each case);

(e) 15% of current price of standing timber at the time of acquisition.

(®) Gift tax ’ ' ' '

The fa;rable basis of the gift tax is the sum of net amount of properties
acquired by gift or bequest during eacn year. The properties are éppraised
on the bagis of current price at 't:he time of ‘acquisi‘tion.. The amount as
enumerated below are not included in the taxable basis:

(a) properties acquired from any juridical person by gift;

(b) In case person operating business with such public purpose as religion,
charity or science, ete. has acquired any property by bequest or gift, the
amount of property used for the public purpose.

3. Basic exemption
500,000 yen
100,000 yen

(1) Inheritance tax
(2) Gift tax

Notel) Deduction for minor is allowed for minors who are taxpayers.

(2)
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4, Tax-rates’' ' = ol o I I I P
. (1). Thetax ratesvare as-follows: ‘@ . i Lot T

*Tax rates L
Inheritance tox Gift tax

Tazable amouﬁt
(after basic exemption)

Not more than 200,000 yen ‘ 10% 15%
More than 200,000, - o2 15% 209
N : 500,000 ,, 209 259
Ly e e 1)000,000%, S 2BGy it il BOGG
G Lt e i 27000,000 5, 0 . 80% . ... 85% -
pe. .t . 4,000,000, - . -85% . .- . 40% -
. . 17,000,000. ,, 409 459
o 10,000,000 ,, .. 46% - .. .. 50% ...
. .. 15,000,000 ., 50% . 55% .
. . 20,000,000 ,, 55% . 60%
. o 80,000,000 ,, S 60% . 0%
., ' " 50,000,000 ,, . 65% R
" - " 100,000,000, 70%

'

(2) If a person who has acquired properties by success:on had recelved prop-
erties by gift from the decedent within two years before commencement
of the successmn concerned ‘the amount of ‘the” propertxes r"celved by the
glft concerned must be mcluded m the total taxable amount of mherltance

"tax. PSS P

'(3) If property on whlch the inheritance tax was aheady 1mposed a8 the result
of succession which commenced w1th1n the last ten years, has ‘béeti Succesded
again this time, the amotint as computed by multlplymg the amount ‘equal
to one tenth of the former tax by the number of years by which the interval
‘between the'two successions falls short of ten years: is' omitted.from his tax
liability . (credit .for ‘quick successions). .

(4) A credit is allowed for the.estate tax (with 51m11a1 nature to that of J apa-
nese inheritance tax)-paid to-a foreign government on:the properties.acquired
by succession, against the tax amount .payable. on :the properties in :Japan.

5. Return and taxpayment )
(1) Return ' - ) R '
(a) Inheritance tax ) B
A person who acquired a property due 'to succession is llable to file the
retirn within six months after comméncement of the succession.
(b) Gift tax ' :
A person who acquired a property due to gift or -bequest is liable to ﬁle
the return during February of the next year in.which the property was
acquired ‘due to the gift or bequest concerned.

{25)
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(2) The due date to be paid is same as the due date to be filed, but under
certain circumstances, postponement within five years and payment in kind
(excluding the case of gift tax) are approved. .

CHAPTER V
REVALUATION TAX o e

The revaluation tax was firstly imposed -upon the reappraisal gains of assets
under the Assets Revaluation Law enacted in 1950 and thereafter the second
and the third revaluation of assets were enforced in 1952 and 1953 respectively.
The purpose of assets revaluation is to-let corporation and individual make
a proper depreciation in order to rationalize the accounting of enterprises. That
is, since the book value of assets fell too low in the cause of inflation and the
assets were depreciated on such basis, the book-value is to be adjusted to meet
the price-level by the reappraisal of assets. In addition, the purpose of revalua-
tion is to reduce the tax burden on nominal income accrued due to inflation, in
a case of transfer of assets.

1. Taxpayer
The taxpayers of the revaluation tax are individuals and corporations who
have reappraised the assets owngd by them as of the standard date (in the third
revaluation, it is January 1, 1953). In a case of individual, if he has trans-
ferred, donated or bequeathed any of assets (including houses) other than the
depreciable assets owned by him at the standard date, he must pay the revalua-
tion tax as if he revalued th.e assets concerned.

2. Tax rate "

The tax rate is. 6% of reappraisal gains. The reappraisal gains are, in
a case of corporations, the reappraised value of assets minus the book-value
thereof. Andin a case of individuals, they are the reappraised value minus the
appraised value at the time of investigation for capital levy (the time is March
8, 1946) in a case of the assets acquired prior to that time, and are the reap-
praised value minus the cost of acquisition in a case of the assets acquired after
that time. The reappraisal gains of the assets deemed to have been revalued
are the reappraised value less the total of the appraised value for the capital
levy and of depreciation charges made during a term from the standard date
to the time when the assets are transferred, donated or bequeathed.

3. Taxpayment

The revaluation tax is paid by self-assessment. But the methods of tax-
payment differ, according to kind of taxpayers (individuals or corporations)
and to kind of assets (depreciable assets or non-depreciable assets).

(26)
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(1) Every corporation must, in principle,‘pay each one:fifth of the revaluation
tax on depreciable assets during. each year of five years -from- the. account-
ing period covering the date of revaluation. .In case it has . donated or
transferred the assets, it has to pay the unpald 1evaluat10n tax w1thm two
months after the end of accountmg peuod covermg the date of ‘transfer
or donation. The revaluatlon tax on nondeprecxable assets must be, in
prmcxple, paid within ‘two months after the end of accountmg peuod in
‘whwh the assets are. transfelred or donated .

(2) An individual has, in pnnclple, to pay each one ﬁfth of the revaluatlon
tax on depreciable assets during February 16 to March 15 of each year of
five years from the year following the date of revaluation’ coveled In
case the depreciable assets are transfer red, donated or bequeathed, the unpaid
revaluation tax must be paid in lump sum.’

(3) In case individual’s non-depreciable assets are deemied to have beén re-
valued in a case of transfer of the assets, etc., the revaluation tax on those

“assets must be paid during the same peribd as in a case of the income tax
on capital gains. And in a case of bequest or succession, the revaluation tax
must be paid durmg four months after the death of legator.: , . . .

CHAPTER VI
TRAVEL TAX:
1. Taxpayer ’
The taxpayers of ’che travel tax (smulal to the tlansportatlon tax in | the
United States) are passengers of t1a1n, tmmcax bus, steam-shlp and auplane
Provided that the passengers of the third class of train, tramear and bus and the

third and second class passengers of steam-ship are exempted flom the tax,
except for their berth charges.

2.  Tax rate

The tax rate is 20% of fares, fees or charges of train; ete: and the trans-
portation operators collect the tax at the time of receipt of fares, fees, etc,; and
turn over it to the Government by the end of the next month. But the tax rate
applicable to the passengers of airplane is 10% for the peuod from July 1, 1955

to March 31, 1957,
CHAPTER ~ VII

REGISTRATION TAX
1. Taxpayer . ': v ‘
The taxpayer of the registration tax is a person who applies the registration

(a2m)
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on official book or ‘document as to acquisition, creation, transfer, alteration,
lapse, ete. of the rights or to judicial qualification. E i

2. Tax objects
The main objects of registration subject to tax are as followsi
1) ‘ Registration for real property and ship;
(2) Registratioh for corﬁmerbial company or other profit-making corporation;
(3) Registration for lawyer, doctor, ete.;
(4) Registration of patent right, design right, utility model right or trade
mark, -
3. Taxable basis.
The taxable basis. of the registration tax is as follows:
(1) the price of objects to be registered or the amount of money stated in
the certificate for cause of registration;.
(2) number or quantity of objects to be registered;
(8) number or applications for registrations classified by kinds of regis-
tration.

4. Tax rates
Tax rates are also classified according to the objects or the contents of
registration. For example, the tax rate is 0.6% as for acquisition of ownership
of real property due to succession and 5% as for acquisition of the same right
due to purchase. As for establishment of a company the tax rate is 0.7% of
the amount of invested property or the paid-up amount of shares, and as to
registration for lawyer, 3,000 yen per application for registration, and as for
transfer of copyright due to succession or other causes, 120 yen or 60 yen
respectively per case. ' )
5. Taxpayment
The registration tax is, in general, paid in form of stamp pasted on the
written application for registration. Where the tax amount exceeds 500 yen
or there is some reason to prevent a taxpayer from paying his tax in form of
stamp, the taxation office may permit him to, pay-tax in cash at his request.

CHAPTER VIII

SECURITIES TRANSACTION TAX.

The securities transaction tax was enforced in 1958, in lieu of repealing of
the taxation on capital gains of securities.

1. Taxpayer

The taxpayer of the securities transaction tax is a person who. transfers
securities in Japan. In this case, the term “transfer”’ means transfer of

(28)
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securities due to buying and selling, exchange, etc., excluding transfer due to
gift or bequest.

2. Taxable basis
" The taxable basis of the securities transaction tax is ‘as follows:
(@3} Transfep by buying and selling....dealing pjice. -
(2) Transfer by ot‘h'eri than buying and selling....current price at theé time
of transfer. c o S

3. Tax rates

Tax rates
Kinds. of tavable - Trgns'fl?r'd%e to buygng Tﬁ*arisfer due to other
e and selling by securities:| than. (A) -
securities dealers who are trans-
feror (A)
. 1 . 3 .
National bonds 10,060 of transferred price 10,000 of transferred price
1 - neo _3
Local bonds 10,000 . 10,00 "
Corporate debentures
(includes. bonds issued 1 ” 3 "
pndel; special laws by |10,000 10,000
juridical persons) E :
Beneficial. - certifi 1 . i "
Beneficial certificates of 10,000 " 10,000
6 15
Shar . "o — 4
ares of stock 16,000 0,000 K
Investment certificate is- '
sued by juridical persons 6 " 15 "
established under special | 10,000 10,000
laws
Certificates of deposit in- 6 " B i
vestment trust 10,000 10,000

4. Taxpayment ) .
The means of taxpayment of the sééurifies transaction tax are two kinds;
that is, in the form of stamp and in cash. : ) v
(1) If the securities dealers transfer securities for themselves or act as
a broker or agent with respect to buying and selling thereof, they are liable
to pay tax in cash.

(2) In case other than (1), the taxpayer is liable to pay tax in the form
of stamp. : ’ :

(28)
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. CHAPTER IX o
LIQUOR TAX

1. Taxpayer .

The taxpayer of the liquor tax is.the manufacturer or. seller of hquors
(drinks containing aleoholic content one degree or more). And any person
who intends to manufactule or sell hqums must obtam the hcense for manu-
facture or sale of llquors from the competent taxation office.

2. Taxable basis
The taxable basis of the liquor tax is the quantity of liquors_ which are
carried out of the manufactory or which are received from a bonded area.

3. Tax amounts
The tax amounts are classified by kinds and qualities of liquors.
The tax amounts for one koku!) of liquors are as follows:

(Unit: yen per koku)

Kind Group Tax amounts
Refined sake Special class 68,500
1st-class 49,000 )
2nd class o . 22,500 .
Imitation sake - 1st class o L 27,3000 0
2nd class o © 17,600
Unrefined sake ’ 15,000
Mirin Group A 40,500
Group B ) ’ * 16,000
Shocha Group A 14,300
Group B ) 12,700
White sake 62,000
Beer : 20,000
Fruit wine ) © 5,300
Miscellaneous liquors Special class 165,000
1st class 39,000
2nd class " 12,500
The above tax amounts make the retall price of liquors as follows:
Kind _ Group Quantity -I';fi;;z‘,ge
Refined salke Special clasg one sho? . . 1,075 yen
1st class » . ‘ . 835
_ 2nd class Cow .. 505
Note: 1) 1 koku=180 litre. 2) 1 sho=1.8 litre.
(30)
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Imitation sake 1st class » - .B1b

Lo e 2nd class =~ =, SR 390

Mirin : - Group A ot oo . 810

: Group B . 405

Shochu 25° y ' 350
' 35° o 585 -

Beer ‘ o BBl gel i 125
- . ; : (large bottle). T

Fruit wine (grapes) B one sho - ‘ 300

Taxpayment ) )

The liquor tax must be paid monthly by the end of the next month byi
the manufacturer é.s to liquors carried out‘ofv the manufactory and by the
designated seller as to liquors other than ration liquors. With resp‘ect to liguors
received from a bonded area, tax must be paid by the recipient at the time
of receipt. :

CHAPTER X
COMMODITY TAX

Taxpayer
The taxpayers of the commodity tax are manufacturers or sellers ‘of com-
modities classified as seven’cy six kinds under the’ Commodlty Tax Law.
In addition, a person who intends to be engaged in manufacturing’ (or
selling in the case of Class I commodities) of taxable commodities must report
to such effect. to the competent taxation -office.

Tax rates o o -
The tax rates of the commodity tax are ad valorem rate as for Class I
& II commodities (78 kinds) and are a specific duty as for Class III com-
modities (3 kinds). :

Class I (J ewels, etc 7 kmds) ..... e, 209% of retailer’s selling price
Class IT- : : . . ;
Group A (Commodmes for golf ete. 5 kmds) ...... 50%.. '
of manufacturer’s selling price
Group B (Guns & parts thereof, etc: 6 kinds) ....... 409, ’
Group C (Cameras, ete. 17 kmds) ................ 30% '

But as to te]evxslon, the tax rate is 17 % till June 30, 1958,
Group D (Records for gramophone, ete. 20 kinds) .. 209% g
Group E (Coffee, ete. 8 kinds) ...........i...... . 109% ”

Group F (Toilet cream, etc. 10 kinds) ........ e 8%, .,

Note: 1) 1 go=1/10 sho.

(8L)
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‘Class III
(1) Matches .....covvvnrvnecs 1 yen per 1,000 sticks
(2) Saccharine and dulcin . ... 300 yen per 1 kilogram
‘ (3) Soft drinks ............. 500 yen to 2,000 yen per 1 koku

Return and Taxpayment

Every retailer and manufacturer of commodities to be subject to the
commodity tax must file a return concerning the commodities sold or carried
out of the manufactory every month, by the end of the next month and
must pay the commodity tax by the end of the next month in case of retailer
or by the end of the month after the next month in case of manufacturer.
In case a recipient of commodities carried from the bonded area is a taxpayer
of the commodity tax, a return must be filed simultaneously with the receipt
of commodities and the tax must be paid at once.

CHAPTER XI
GASOLINE TAX

Taxpayer
The taxpayers of the gasoline tax are recipients of gasoline from a
manufactory or a bonded area.
A person who intends to receive gasoline from a manufactory or a bonded
area must report the date and place of the receipt and also the received
quantity to the competent taxation office.

Tax rate .

The tax rate is 11,000 yen per one kilolitre of gasoline, and the tax is

assessed by the taxation office or customs house on the basis of report made
at the time of receipt of gasoline from the manufactory or the bonded area.

Taxpayment
The gasoline tax is collected from the recipient when he receives gasoline
from the manufactory or the bonded area; provided, in case the. security
equivalent to the amount of the gasoline tax is offered, the collection thereof
is postponed for three months or less.

CHAPTER XII
SUGAR EXCISE

Taxpayer
The taxpayers of the sugar excise are manufacturers of sugar, molasses
and treacle (including treacle made from cane and the other vegetable) and
are recipients of those from a bonded area.

(32)
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2. Tax rates and Taxpayment
The tax rates of the sugar:excise are different according to the kind
of sugar, ete., the minimum rate is 400 yen and the maximum rate is 3, 550 yen
_per 100 kinV. The excise must be pald by a manufacturer as to sugar, “ete.

carried out of the manufactory, or by a rec1p1ent when he recelves them from
the bonded area.

W
b

CHAPTER' XIIF
PLAYING-SET TAX

1. Taxpayer

The taxpayer of the playing-set tax is a manufacturer of playmg cards
or mah-jongs, efc. as to the domestic ones and a recipient of those from a
. bonded area as to the imported. ones. ‘
Any person who intends to manufacture or sell playing cards and mah-
jongs must report such effect to the competent taxation office.

'

2. Tax rates and Taxpayment e
The tax rate of playing cards is 60 yen per one set; and those of mah-
jongs are classified by three kinds; the first class, which i§ made. of ivory,
is 6,000 yen per one set, the second class, made of bones, is 4,000 yen per
one set and the third class,’made of other materials, is 2,000 yen per one set.
The tax must be paid in form of stamp which is pasted on the pack.

CHAPTER XIV

BOURSE TAX
1. Taxpayer
The bourse tax is classified into two kinds; that is the special bourse tax

to be imposed on the bourse organized in forin of limited company and the
bourse transaction tax to be imposed on brokers or members of the bourse,

2. Tax rates and Taxpayment

The special bourse tax is imposed- upon the amount of .receipts from
commissions on transactions at the rate 'of 12%, and must be paid monthly.
to the Government by the 10th day of the next month:

The bourse transaction tax is imposed on the amount of transactions at
the rate from 0.01% to 0.29% only when the accountmg of the transaction
can be settled by payment of margin and tax amount for every, _month must
be paid to the Government through the bourse by the end of thve'next- r‘rionth.

Note 1 1 kin=0.6 kilogram.

(33)
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CHAPTER XV
STAMP: TAX

1. Taxpayer
The taxpayer of the stamp tax is a person who draws up the document
and account-book that certificates the establishment, transfer, change or lapse
of the right to property and thendocument that certificates the ratification
or approval concerning the same right.

2. Tax rates

Specifying a type of documents and account-books, such as a power of
attorney, a promissory note, etc.,, the Government imposes tax on these docu-
ments and account-books at the fixed amount or at the amount settled according
" to the amount of money stated in them. The tax rates are fixed for each
copy of documents and each copy of account-books for use of one year. For
example, as the document proving the transfer of ownership of real property,
the tax rates are gradually progressing from 20 yen for document expressing
the amount of not more than 10,000 yen to 10,000 yen for that expressing the
amount of over 10,000,000 yen and as for cemmodity exchange ticket, from
6 yen for ticket expressing amount of not over 100 yen to 6 yen per 100 yen
S ora fl'actio;l thereof for that expressing amount of over 100 yen. - The tax

on a power of attorney or-a promissory note-is 10 yen.

bd

Taxpayment
The stamp tax is paid by the drawer of document or account-book in form
of stamp which is pasted on the document or account-book.

CHAPTER XVI
ADMISSION TAX

The admission tax was one of the local taxes until the tax revision in 1954.
But, for the purposes of correcting the partiality of local revenue sources, it has
been transferred into the national tax with some reduction of tax rates on
or after May 18, 1954 and the total amount .of revenue from this tax should be
delivered to the local bodies (To, Do, Fu and prefectures), in proportion of
the number of inhabitants.

1. Scope of taxation
The admission tax is imposed on admitting into the places of entertain-
ments as enumerated below: ' '
(1) Schedule 1
Moving picture, play, performance, sport, music, show, horse-race and
bicycle-race;

(34)

 RB-0372:

O (2) Schedule’ 2 : ;
Exhibition (exéluding musewm) ‘and pleasure‘ground;: -
‘2. 'Taxpayer o v -
Administrator or sponsor of the show-place, etc. is subject to the admission
tax. ' ' '
3. Taxabjlg‘_kbasis ! .

The taxable basis is the amount of admission fee: but e)':enhptiad‘ from
taxation in the following cases. o oo
(1) * 'The adimission fee undér Schedile 2 is not 'more than 20 yen;

(2) 'The teacher of primaty school leads @ party of ‘schoolboys to admit into
the show place, etc. with & view 'to cont¥ibuting to education; and moreover
the admission fee is not more than 30 yen.

4. Tax rates '

The tax rates are as follows:

(1) Schedule 1

(Taxable amount) (Tax rates)

Not more than 50 yen 10 %
More than 50 ,, 20 9%
» 80 30 %
» 180 ,, 40 9%
» 150 , 50 %
' As to the admission into the place where the results of studying

about pure music, opera, dance, etc. are laid before the public, or sports
stadium, the tax rate is always 209 when the admission fee is more than
80 yen.

(2) Schedule 2 10 %

5. Return and Taxpayment

A taxpayer must file a return concerning the total amount (but separated
by schedules and tax rates) of admission fees of every month by 10th of the
next month. :

(2) Taxpayment
The admission tax of every month is collected by the end of the next
month.

. CHAPTER XVII
LOCAL ROAD TAX

1. Taxpayer

The taxpayers of the local road tax are recipients of gasoline from a manu-
factory or a bonded area.

(85)
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A person who intends to receive gasoline from a manufactory or.a bonded
area must report the date and place of the receipt and also the received quantity
to the competent taxation office.

2. Tax rate
The tax rate is 2,000 yen per one kllolltre of gasoline, and the tax is
assessed by the taxation office or customs house on the basis of report made at
the time of receipt of gasoline from the manufactory or_the'bonded al‘ea. )

3. Taxpayment

The local road tax is collected sxmultaneously w1th the g‘asolme tax from
the recipient when he receives gasoline from the manufactory or the bonded
area; provided, in case the security equivalent to .the amount of the local
road tax is offered, the collection thereof is postponed for three months or less.
The local road tax is earmarked for the road finaneing to Prefectures and
the designated big cities of local body.

(386)
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APPENDIX I -

Taxation on Allens and Forelg’n Cotporatmn '

. Generally speakmg, an allen must pay vanous J apanese taxes as Japanese
nationals. Tax treatment is different w1th the status of his stay in Japan.
That is, an alien who has domlclle or re51dence for one year or more in Japan
is, subJect to taxes on his lncome, wherever they accrue An ahen who has
neither domicile nor resudence in Japan or who has resulence for less than
one year, on the other hand is taxed only upon his. certain 1ncome denved from
sources within Japan. The spec1a1 tax tleatments mcludlng s0 called “one-half
deductlon” hitherto prov1ded had exp1red on December 31, 1955. But in the
case of specla] earned income, partial tax rehef on the part of income from
sources without Japan is newly provided, as the temporary measures for the
taxable year 1956 through 1960, to an alien wage earner, who has no domicile
but residence for ome year or more in Japan, and who falls under the épeciﬁc
category as are designated to contribute to the economic and cultural benefit
of Japan. The new tax treatments on alien and foreign -corporation are ex-
plained as follows:

L. INDIVIDUAL - -
1 Income Tax
(A) An alien who has domicile or resxdence for one year or more in Japan,
other than spec1al wage earners descrlbed in (B) — Such ahen 1s lmposed

Japanese lncome tax, as in the mdmary case of Japanese, on “his world

incomes (mcludmg incomes from sources without Japan) for the year.

In the computatxon of tax llablhty, firstly, each mcome (mterest income,
d1v1dend mcome, rea] estate mcome, busmess mcome, earned 1ncome, retire-
ment 1ncome, forestry income, capltal gains, tempomry income and other
miscellaneous incomes) is determined on the full year basis from January
to December, secondly “the amount of taxable total income” is obtained from
“the amount of total income” as the total of the sald each income (exclud-
ing retirement mcome, interest income. and forestry mcome) after such
deductions and exemptlons as enumerated below:

(a) Basic exemption. (80,000 yen);

(b) Exemption for dependent (40,000 yen for first dependent, 25, 000 yen
for second and third dependent, 15,000 yen for per capita from fourth
dependent) ;

(¢) Deduction for life insurance premium (maximum, 15,000 yen);

(d) Deduction for miscellaneous losses (special deduction for a person
‘suffered from storm, fire or other similar calamities);

(37)
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(e) Deduction for medical expenses (for the amount in excess of 5% of ( O -+ the total of all ‘his incomes within-Japan,:that excess, to.the extent of

total income; maxlmum, 150 000 yen) s earned income without Japan minus the said- remittance ‘therefrom; is

(f) Deductlon for social” msurance pre lum, i e also deemed to be the payment within Japan and be covered under the
' (g) Optwnal deductlon mstead of the deductlon (d) (e) and (f) mentlon- ] _.]'apanese income fax. Any remittance. durmg the year shall be' deemed
. ed above, optxonal deductxon ls allowed by the choice of taxpayers. Under to be remitted from the earned mcome pald abroad untll the amount of
" the chmce of thls deduetxon, taxpayers can ‘deduct 5% of total amount of : " remittance exceeds the s.mount of such earned income. However, for the
'gross 1ncome (as to earned mcome, gross recelpt) (max1mum deductlble taxable year 1957 and after, the taxable floor limit will:be Setas ‘d ‘tax
15,000 yen); ‘ ©* base. 'That is, in'1957 at least 60’ percent; in 1958, 70'peréent, in 1959,
and ﬁna.lly the tax hablllty 1s determmed by multlplymg “the taxable total ‘80 percent, in' 1960, 90 percent of the total earned income mentioned in
income” by the ordinary mcome tax rate. Tax.amount on retirement income "+ - (d) above shall be subject to the tax and ot 1961 and thereafter full
is separately ‘computed by applymg ‘the same rates on one half on the income Japanese income tax rate would apply to the total:world income. -
" ‘amount after deductmg 200 000 yen plus 20 000 yén per a year according to - The method of taxpayment is similar-to those stated in (A).
_years of se1v1ce exceedmg 10 years (maxtmum, 500,000 %en) without summ- (C) An alien who has nelther domicile nor residence for one year or more
‘mg up together with the other mcomes Interest income is exempt from in Japan:— ' )
© ' tax until 1957. ) Such an alien if coming under any one of ‘the following cases is imposed ]
. In the case of earned income, retirement income, dividend income, ete., Japanese income tax on his income derived from sources within Japan: |
tax on such income is withheld 4t the time of its payment. Tax on self- : (a) He derives income from assets located in or business engaged in Japan ‘

assessed tax-payers shall be paid thrice a year. ) ‘ . (except as specified hére under) ; - . |

(B) Special alien wage earner who has residence for one year or more but (b) He ‘derives the interest on Japanese national bond, local bond or the

no domicile in Japan:— " corporate debenture issued by’ Japanese corporatlon,

(a) . General rule . ' )  (¢) He derives the interests on deposits put' in the office located in Japan
k Speclal treatment is glven to the foIlowmg groups of earned income : or the profits derived from the joint-operation trusts entru_’sted to the office
which is pald to an ahen who has re51dence for one year or more but (\ (' located in Japan; ' ) :
not domicile in Japan, for the taxable years 1956 through 1960, inclusive; (d) He receives dividends from Japanese corporation or distribution of
(1) Earned income paid to. employees of a corporation or other entity gains from - securities investment trust from Japanese corporation;
carrying on business designated by the Minister of Finance as contri- (e) He derives the earned income or remuneration for his service rendered
buting to the sound development of the Japanese economy; ' in, Japan;

(ii) Earned income paid to employees of a corporation or other entity ‘ (f) He derives the royalties for the industrial ownership or other rights
engaged in scientifie, educatlonal, or other activities for public and ; : on technique, or copyright (including projecting right on movie film)
nonpecuniary purposes designated by the Minister of Finance as serving from the persons engaged in enterprise in Japan;
for the promotion of international exchange of culture; (g) He derives the interests on loan to the person engaged .in enterprise

(iii) Earned income paid to professors and teachers in a university, col- in Japan;
lege, or high school; ' (h). He derives the income f: om the real property or leasehold of quarrying

(iv) Earned income paid to ministers or missionaries from a religious right located in Japan
organization. | In such cases, income mentioned in (a) above, is taxed by the method of ¢

(b) Tax eomputation : self-assessment or pre-payment, while other incomes are subject to 209%" (but !
On such earned income as mentioned above, Japanese income tax is interest income is exempt from tax until 1957 and 10% for dividend income
not taxable if the payment of which is made without Japan. But, the 1 receivable until 1957) on the amount of gross recelpt by way of w1thholdmg
remittance to Japan out of his earned income paid without Japan is at the time of the payments. R
deemed to be paid within Japan, and if the living cost in Japan exceeds In addition, with regard to the interest on claim to loan, which has been
(88) i (39)
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legally acquired with. foreign currency, the above rate of 20% is reduced to

. 10% for the time being.

2 Inheritance tax’

The inheritance tax is in the present system divided into such inheritance

tax and gift tax as called inheritance tax collectively.

1) . Inhentance tax )

(a) The taxable basis of the inheritance tax is the amount of property
acquired by succession minus 500,000 yen: and the tax rates are pro-
gressive from the lowest 10% on the amount of not more than 200,000 yen
to the highest 70% on the amount of more than 100,000,000 yen.

(b) No inheritance tax is imposed on the properties to be used for the
public utilities, ete..

(¢) The amount as enumerated below are not included in the taxable basis;
(i) A half of the amount of properties. acquired by succession from

épouse;

(ii) In case where a person who has acquired the properties by succes-
sion, has domicile in Japan and is under eighteen years old, the amount
computed by multiplying the 20,000 yen by the number of years by
which age of the minor is less than eighteen.

(d) If a person who has acquired properties by succession had received
properties by gift from the decedent within two years before beginning
of the succession concerned, the amount of the properties received by the
gift concerned shall be included in the total taxable amount.

(e) If property on which the inheritance tax was already imposed as the
result of succession which commenced within the last ten years, has been
succeeded again this time, the amount as computed by multiplying the
amount equal to one-tenth of the former tax by the number of years by
which the interval between the two successions falls short of ten years is
omitted from his tax liability.

(f) A credit is allowed for the estate tax (with similar nature to that of
Japanese inheritance tax) paid to a foreign government on the properties

acquired by succession against the tax amount payable on the properties
in Japan. ’

. (2)  Gift tax

(a) The taxable basis of the gift tax is the amount of property acquired
by gift or bequest minus 100,000 yen and the tax rates are progressive
from the lowest 15% on the amount of not more than 200,000 yen to the
highest 70% on the amount of more than 80,000,000 yen.

(40)
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(b) . No gift tax is imposed on. the properties acquired by gift from any
juridical person and the properties to be used for the public utilities, etc..

3 Excise

(a) All the 1mp0rted commodities are sub]ect to Japanese excnses (hquox tax,
commodity tax, sugar excise, playing-set tax, gasoline tax, and local road tax).
But no excise is imposed on the commodities procured for. official puiposés by
the U.S. armed forces or by-authorized procurement agencies,:members of the
U.S.-armed forces and civilian component and those imported as personal
effects by ordinary aliens when they enter Japan (excluding liquors brought
by ordinary aliens) ; and also, the commodities imported for official purposes
by diplomatic mission or for self-use by members of diplbma’cic'mission are
exempt from commodity tax.

(b) In the case where the U.S. armed forces released commodltles, the pe1sons
who received the released commodities are subJect to excise or where aliens
transferred motor vehicles to other aliens, the purchaser is hable to pay
commodity tax, except for the case where it is proved that the commodlty
tax on such vehicles has been already paid. :

(¢) All the domestic commodities:are .subject to-excises, except for the case
where the U.S. armed forces or authorized procurement agency : purchase
such commodities.

(d) In addition, a person who intends to manufacture or sell liquors have
to get approval of the chief of the competent taxation office and a' person
who intends to manufacture or sell sugar; playing-set, commodities subject

to commodity tax or gasoline have to report such intention to the competent
taxation office. ’

4 Prefectural Inhabitants’ Tax
Prefectural inhabitants’ tax is imposed by To, Do, Fu or prefectur es where
- taxpayer is resident. Tax is levied on per capita basis and per income basis.
The standard rate is, in case of per capita basis, 100 yenr, and in case of per
income basis, 6% (but 5.5% for 1956) of the amount of income tax for preced-
ing year. ' :

T

Municipal Inhabitants’ Tax
Municipal inhabitants’ tax is, as a principle, imposed in municipalities
-where the taxpayer is resident and levied on per capita basis and per income
basis. The per capita basis is 600 yen in the city with more than 500,000
population, 400 yen in the city with more than 50,000 but not-more than 500,000
population or 200 yer in the city other than the above two. For the income
basis, municipalities may elect one of the following three. different measures:

(41)
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(a) Standard Yate 15% (mammum 18%) of the amount of mcome ‘tax for

precedmg 'year, ‘
(b) 7.5% of the total taxable income for preceding year; »
» (e) 15% of the total taxable income less the amount of income tax fm p1e-
cedmg year )

6 Municipal: Property Tax . = .. -« -0 1. IR ;
Municipal property tax is lmposed on the: land ‘houses and-other: deprecxable
assets on the basis of the fair market value of the ‘propelty concerned at the
rate of 1.4% (maximum 2.5%).

7 Acquisition Tax of Real Property
Acquisition tax of real property is impdsed on acquisition of such prop-
erties as land, houses, ete. on the basis of fair market value of the sald proper-
ties concerned at the standard rate of 8%. Basic exemption: 10, 000 yen for
acquisition of land; 100,000 yen for house newly constructed and 50, 000 yen for
other house acqulsltxon

8 Enterpnse Tax

-Enterprise tax is imposed on the person who operates enterprise or -who
has a profession by To, Do, Fu or prefectures where his office or his business
place is lt_)cated. The enterprise is divided into three categories for tax
purposes, that is, the enterprise Class I, Class 1I and Class III. '
The standard rate of enterprise tax is: )

Class I . 8% of the income.of precedmg year minus 120,000 yen;
Class II & II1 6% of the taxable income -of preceding year (but, for the
masseur, etc,, the rate of 4% is available). -

II. CORPORATION

1 Corporation Tax

A corporation having its head office or principal place of business within
Japan is liable to pay corporation tax, and a corporation not having its head
office or principal place of business within Japan (foreign corporation) is
subject to corporation tax only on income accrued from its assets or business
within Japan.

A foreign cdrporation is not taxed on its liquidated income.

The taxable basis is the amount of income for each accounting period, and

this is equal to the gross amount of its receipts minus the gross amount of -

its business expenses. The rate of corporation tax is 40%, but 35% for not
more than 500,000 yer of the corporate income.

2 Income Tax
If a corporation receives the income (excluding (e) .of each kind enumerat-

(42)

v
A

ed in-case (C) of the individual (see P. 39)) and income from the real property
or leasehold of quarrying right located in Japan, such coroporation is subject
to the income tax withholding at the rate of 20% at the time of i)a}{ment.‘
But interest income is exempt from tax until 1957 and the above mentioned’
tax rate is reduced to 10% for dividend income receivable until 1957.

3 Excises ) ) Co
"~ These are just the same as' in the case of the individual.

4 Prefectural Inhabitants’ Tax
Prefectural inhabitants’ tax is imposed by T'o, Do, Fu or prefectures where
an office or place of business of a corporation is located. Tax is levied on per
capita basis and per corporation tax basis. The standard rate is, in case of per
capita basis; 600 yen, and in case of per corporation tax basis, 5.4% of corpo-
ration tax amount (the maximum rate is 6.5%).

5 Municipal Inhabitants’ Tax

A corporation having an office or place of business in Japan is liable to pay .
the municipal inhabitants’ tax imposed on a per capita basis and corporation’

tax basis: The standard rate of the municipal inhabitants’ tax imposed on a per
capita basis for each office or place of business is as follows:
Cities with a population of 500,000 or more............ 2,400 yen
Cities with a population of 50,000 or more............ 1,800 yen
Cities other than those under the preceding two items..1,200 yen
The standard rate of the municipal inhabitants’ tax imposed on a corpora-

tion tax amount basis i88.1% (maximum 9.7%) of the corporation tax amount. .

6 Municipal Property Tax and Acquisition Tax of Real Property
These are j‘uét the same as in the case of the individual.

7 -Enterprise Tax
_Enterprise tax.is imposed for enterprises operated by a corporatxon on the

basis of the receipt or net income of each accounting period and liquidated,

mcome The standard rate of enterprise tax is:

(A)- Electrlclty suppher, gas supplier, local railway business, track busmes,s,
hfe insurance busmess damage insurance business..... 1.5% of its I‘ECEIDt

B) ‘Other business

(i,)jv Special corporation, such as the Agricultural Co-operative Association, 1

etc.......8% of net income and liquidated income.
_(ii) Ordinary corporation
. 10.% to:the part of income not more than 500,000 yen
129 to the part of income more than 500,000 yen

(43)
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‘APPENDIX ‘1T~

~'THE CHART OF THE

“Title & Citation

Taxpayer |

Income Tax:

Income Tax Law

" Basis-Measure

Individuals: °

(A) Unlimited taxpay-
ers: Individuals do-
miciled, . or . resident
for one year or more
within Japan.

(44)

Total income-gross income
less necessary expenses—

from sources without as -

well as within Japan,

-Barned income: 209 of

receipts is deducted (maxi-
mum 80,000 yen). L
Retirement - income:” 509
thereof is deducted  after
subtracting a special deduc-
tion (200,000 yen~500,000
yen)
Forestry income: 150,000
yen is deducted from the
taxable income.
Capital gains and Tempo-
rary income: 50% thereof
is deducted from total a-
mount of these income after
subtracting a special de-
duction of 150,000 yen.
Allowances—from the total
income, .the following :are
deducted: )
(a) loss suffered from
.calamities, in excess of
10% of total income;
(b) medical expense in
excess of 5% of total
income, but not exceed-
ing 150,000 yen:
(c)~ social insurance pre-
mium.
(d) optional deduction
for the .above . three
items ‘of deduction; e-
qual to 5% of total in-
come, but not exceeding
15,000 yen. }
(e) life insurance pre-
mium :paid, but not ex-
ceeding 15.000 yen.
(£) exemption for de-
pendent: 40,000 yen for
the first dependent, 25,-
000 yen for second and
third . dependents and
15,000 yer for each ad-
ditional dependent;
- (g) basic .exemption of
80,000 yen. .
(h) family workers in
the case of blue return;
‘80,000 yen

&

T ——— e

N

NATIONAL TAX SYSTEM

~

Ra'tes

" Report & Payment

(1) Taxable total income (the total
income less allowances)

Not over 80,000 yen. 15%
Over 30,000 ¥ 20%
” 80,000 7 25%
” 150,000 7 30%
” :300,000 - 35%
” 500,000 7 40%
" 800,000 7 45%
o 1,200,000 ” 50%
” 2,000,000 ”  55%
” 8,000,000 . 60%
” 5,000,0000 7 65%

(2) Retirement -income, interest
income and forestry income are
taxed separately from other in-

comes.
(3) Tax credit for dividend income:
30% of dividend income is credit-

- ed against tax amount. :
(4) Tax credit- for physically han-

widow or working student: 5,000
yen is credited against tax amount.

(45)

dicapped person, old aged person, °

(1) Self-assessment system. But
following incomes are withheld at
sources. The tax withheld is de-
ducted from the total tax due:
(a) Earned income and retire-
*"‘ment income. . .according to the
" gimplified tax tables.

(b) Interest income ..... exempt
(¢) Dividend income ...... 10%
(d) Manuscript fee, ete. ....15%
(e) - Remuneration for canvasser,

B, et 10%
(f) Profits of anonymous asso-
ciation ............ . ..., 20%
(2) Term.of filing return and of

“taxpayment.

- 1st period July 1 to 31
2nd-" ” Nov. 1 to 30
3rd 7 Feb. 16 to March 15°

.(under thepre-payment system the

declaration is unnecessary and pre-

payment (July and Nov.) is based
on the tax for preceding year.) )
(8) Withheld tax is turned over to
the Government by the 10th day
of the next month.
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Title & Citation

Taxpayer

Basis-Measure

(B) Limited taxpayers:
Taxpayers other than
unlimited taxpayers.

Corporation:

(A) Domestic corpora-
tions: Corporations
having their head
offices or principal
places of businesses
within Japan

(B) Foreign corpora-
tions: Corporations
having neither head
offices mnor principal
places of businesses
within Japan.

Incomes from sources with-
in Japan. No allowance is
given, except for (a).

Interest and dividend re-
ceived within Japan.

Income from sources with-
in Japan.

Corporation Tax:
Corporation Tax
Law

Domestic corporation

Foreign corporation hav-
ing its assets or operat-
ing its business within
Japan,

Net. income for each ac-
counting period.

Net income for each ac-
counting period, derived
from its property situated,
or from its business opera-
ted within Japan.

Vi

Inheritance Tax:
Inheritance Tax
Law

(A) Unlimited taxpay-
ers: Individuals do-
miciled in Japan at
the time of succession,
bequest or gift.

(46)

1. Inheritance tax

Total amount of the proper-

ty acquired by succession,

after taking the following
deduction or exemption;

(1) Deduction for liabili-
ties (taking the deduc-
tion of liabilities relating
to the acquired prop-
erty).

(2) Exemption for spouse
(taking the exemption of
50% of the total amount
of acquired property
after taking the deduc-
tion for liabilities).

I

|
H
i
|
i
i
{1
[ 3
|
i
.
!

@

i Rates

€

“nu’t Report & Payment i it

Dividend income
Earned income’ and r

..come,: etc. B 20%
Business ‘income, etc. © -

. sameirates -as shown in

St (L) ~abover s i

(Tax credit stated in (4) above is
not allowed) RETL

Interest- .iviovv vl . .exempt
Dividendi::...... ; 10 % (withholding)

sl

20%' (withholding)

No report is required.

Self-assessment system, as same
shown above,

Normal corporation :-- * '
-Taxable total'income' " :
‘not‘moré than 500,000 yen
. Co L. .88 %

more than'500,000 yen

Special corporation & public
utility corporation ....35%

The return is filed and the tax is
paid within term of two months
after the end of accounting period,
though payment of up to half of
such due tax can be deferred three
months upon an application.
With respect to a corporation of
which accounting period exceeds
six months, it is necessary to file
an interim return.

The'fax-withheld on, the interest’

* income‘or ithe dividend incomeis
deducted from the ‘corporation tax
or refunded, if excessive.

Not over 200,000 yen 10%
Over 00,000 ~” 15%
” 500,000 ” 209%
” 1,000,000 ~” 25%
” 2,000,000 7 80%
” 4,000,000 ” 3859%
” 7,000,000 ” 40%
” 10,000,000 ” 45%
7 15,000,000 ” 50%
720,000,000 ~ 559
7. 30,000,000 ” 50%
7 50,000,000 ” 65%
100,000,000 ” 170%

(1) Self-assessment

(2) Due date of payment: .
A person subject to the liability to
pay the tax on the property acquir-
ed by succession ...... within gix
months from the day on which he
has come to the knowledge of the
fact that the succession was com-
menced.

¢ 47 )
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Title & Citation

Taxpayer

Basis-Measure

(B) Limited taxpayers:
Individual not domici-
Jed in Japan at the
time of succession,
gift or bequest.

(3) Exemption for minors
(taking 'the exemption
equal to. the amount as
computed by multiplying
20,000 yen by the number
of years by which the age
of minor is less than 18).

(4) Basic exemption of

500,000 yen (for each
succession)

Total amount of such
property acquired by
succession, bequest or
gift as located in Japan.

Total amount of such
property: acquired by
succession  (inheritance
tax) gift or bequest
(gift tax) as located in
Japan.

2 Gift tax

Total amount of the
property acquired by gift
or bequest minus basic
exemption 100,000 yen.

Securities Transac-

tion Tax:
Securities Trans-
action Tax Law

Persons who transfer
securities (excluding
transfer due to gift or
bequest) in Japan,

(48)

(1) Transfer by selling and
buying...Dealing price

(2) Transfer by other than
selling and buying......
Current price at the time
of transfer.

i
3
|

Rates

Report & Payment .- -

Tax credit

For quick successions

~not more than 200,000 yen 15% -

(1) Self-assessment - :

© more than 200,000 yen 20%. -(2) -Due-date of payment o
v 500,000 ” 25% - A person who acquired a property
” 1,000,000 ” 30% due to gift or bequest. .during Feb-
” 2,000,000 ” 359% ruary.-of -the next year in which
” 4,000,000 ” 409 - the .property was acquired due to
’” 7,000,000 ” 45% . the. gift or bequest.
10,000,000 ” 50%.-.. . ;

” 15,000,000 ” 559

” 20,000,000 ~ 60%

” 30,000,000 ” 709

‘ (1) National bonds, local bonds,

corporate debenture and beneficial

certificates of loan trust.

(a) Transfer due to buying and
selling by securities dealers who
are transferors.

10.000" of transferred price
(b) Transfer due to other than (a)
W of transferred price

(2) Shares, investment certificates
issued by juridical persons estab-
lished under special law
(a) Transfer due to buying and

selling by securities dealers who
are transferors.

of transferred price
(b) 'I"ransfer due to other than (a)
{07000 of transferred price

(1) payment by stamp
In case the securities dealers
transfer securities for themselves
or act as broker or agent.

(2) payment in cash
In case other than (1)

(49)
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Title & Citation

Taxpayer

Basis-Measure

Travel Tax:

Travel Tax Law

Class I and IT passengers
of trains, and passengers
of tramcars, buses, or
airplanes, and Class I
passengers of steam-
ships.

R

TR B P SN
Passenger fares, special ex-
press charges, express char-
ges, quasi-express charges
or berth charges of class I
and II passengers, ete.

Registration Tax:

Reglstratlon Tax
Law S

-Apphcant for the regist-
-ration of creation, trans-:
-fer, alteration or lapse of
- the ‘rights on property

‘(including - intangible
property) and for the

registration of the name

of physician and lawyer,
ete.

~Amount’ of :the real prop-

erty;’.capital amount:-and
number of copyrights, etc.

Revaluation Tax:

Assets Revaluation
Law

Persons having revalued
their assets in Japan.

Individual who has sold

or given his assets. and:

thus is deemed to have
revalued.

€509

Revaluation 'gains: (balance
‘after.the deduction of"the
.cost of acquisition:or book
‘value from the revaluatxon

. .amount)

}
[
|
¢
j

a

Report & Payment: il

20%

Provided that, the tax rate appli-
cable to the passengers of airplane
is 10% for the period from July
1, 1955 to March 31, 1957.

1. Tax collection:

Transportation operator collects
the tax at the: tlme of receipt of
the fare. -

2. Due date of turning over:
The tax is paid by the end of the

month following the month cover- )

" ing the day of tax collec’clon

For example;
‘Amount of the real

property .......... 0.5~0.6%
Capital amount ........ 0.7%
Copyright ....... 120 yen per

one case

The tax is paid with revenue stamp
at the time of registration.

8%

1; Self-asses'sment -

2 Due date of payment:

(1) Wlth respect to a person who
revalued his depreciable assets,
the tax is paid within the term
from February 16 to March 15
during five years from 1954.

(2) With respect to an individual
who sold or gave his assets and

thus is deemed to have made

revaluation, the tax is paid with-
in the term from February 16 to
March 156 of the year follow-

¢51)
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Title &, Citation

Taxpayer

Bagis-Measure

Liquor Tax:
Liquor Tax Law

1.
2.

Manufacturers of li-
quors.

With respeet to such
liqguors as received
from the bonded area,
recipients of liquors.

Quantity of liquors carried
out of manufactory or des-
ignated sale place (or qu-
antity of liquors received
from bonded area)

Commodity Tax:
Commodity Tax
Law

1.
2

Commodities under
Class I ....retailer

Commodities under
Class II and IIT ..,
manufacturer

(52)

1. Class I .... retailers’
selling price

2. Class II .... prices of
commodities  prevailing

at the time when they
are carried out of the
manufactory

3. Class III .. quantity of
commodities carried out
of manufactory

i
i
i
|
%

Rates Report & Payment:. .
ing the year of the sale of such
assets.
(8) - With respectto a corporatlon
-+ the taxis paid each one fifth of
tax'on depreciable assets during
five years from the accounting
period covering the date of reva-
luation respectively.
Vaued rates dependmg upon kind, Report-by the 10th day of the month
class and aleoholic contents. following that in which liquors are
For example (Unit: 1 koku) - carried out.
1. Refined sake Payment—by the end of the same
Special class 68,500 yen month. With respect to liquors re-
I1st 7 49,000 ceived from bonded area, the return
2nd 7. 22,600 7 is filed and tax is paid at the time of
2. Shochu receipt.
Group A 14,300 7
Group B 12,700 ”
3. Beer 20,000
4. Fruit wine 5300 ”
5. Miscellaneous hquors (whisky &
brandy) .
Speclal class 165,000 yen:
1st class. 39 000
(Over 20° of alcoholic content
1,950 yen per one degree in
excess)
2nd class 12,500 yen
(Over 12° of aleoholic content,
1,040 yen per one degree in
excess)
Class I ......ovvvnn... 20% Report—by the 10th day of follow-
Class II ing month; with respect to commo-
Group A............. 509% dities received from bonded area, at
D - T, 40% the time of receipt.
L R 30% _ Payment—by. the end of the next
LA O T 20% month of the following month; with
A O T 10% respect to commodities received from
A 5% bonded area, at the time of receipt.
Class III :
For example ) .
Match...... 1 yen per 1,000 sticks
Saccharine
& dulcin...... 300 yen per
1 kilogram

(53)
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Title & Citation - |-

Taxpayer

Basis-Measure

Gasoline Tax:
Ga_soline Tax. Law

A person who receives
gasoline -out of manu-
factory or bonded area.

< el

Quantity of gasoline receiv-
ed from manufactory of
bonded area minus 3.7%
thereof.

Sugar Excise:
Sugar Excise Law

A manufacturer who
carries sugar, ete. out of
the manufactory, or -a
person , who receives su-
gar, etc. out of the bond-
ed area.

Quantity of sugar, ete. car-
ried out of manufactory or
received out of bonded area.

Playing-set Tax:
Playing-set Tax
Law

A person who receives

playing-sets out of man-
ufactory or bonded area.

Number of playmg-sets re-
ceived out of manufactmy
or bonded area.

Bourse Tax:
Bourse Tax Law

(1) Bourse tax .......
bourse

(2) Bourse transaction
ax ... billbroker or
member of bourse.

(1) Bourse tax. '
Receipts from commis-
sions on transactions.

(2) Bourse transaction tax.
Amount of transaction.

Stamp Tax’: o
Stamp Tax Law:

A person ' who draws up

the document and ac-
count book,

Number or- coples of docu-

‘ments or account book

Local Road Tax:
Local Road Tax
Law

A person who receives
gasoline out of manu-
factory or bonded area.

Basis-Measure is the same
as in Gasoline Tax.

(54)

&

[

i et eamaetd

" Rates

Report & Payment

11,000 yern per 1 kilolitre

Payment— by recipient at the time i

of receipt from manufactory or-bond-
ed area. If the security is offered, the
collection is postponed.. for three

;months or.less, . L

(1) Sugar (per 100 kin)

Payment——by manufacturer at the
.time of carrying out of manufactory
‘or-by recipient at the time of receipt |

from bonded area. If the security is

-, offered, the collection is postponed

‘for one month or less.

Class I
A 400 yen
B 1,750
Class II 2,800
Class III 3,550
(2) Molasses
Class I ........ 1,150
Class IT ......... 420
(3) Sugar water (Treacle)
Class I .......... S
Class IT ........ 2,150 "
Mah-jong (per 1 set)

B 4,000 ” of bones
C. .2 000 of other
. materials

{ A 6,000 yen of ivory

~Hanafuda,

Trump card, }60 yen (per 1 set)
ete.

. Payment—by stamp affixed by recipi- v
ent at the time of recelpt from ma- |
.nufactory or bonded area., i

(1) 12% of receipts

(2) Varied rates according to typé
of transaction

Report—by the 10th day of the
month following purchase or sale.

Report—filed through bourse by the
10th day of the following month.
Payment—through bourse by the
end of following month.

Varied rate according to type of
document, from 10,000 yen (maxi-
mum) to 5 yen (minimum).

Payment—Dby stamps affixed to docu-
ment or account book.

2,000 yen per 1 kilolitre

Payment—Dby recipient at the time of
receipt. from manufactory of bonded
area... If the security is offered, the
collection  is postponed for three
months or less,

(55)
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APPENDIX II

THE CHART OF THE

Title & Citation

Taxpayer

Basis-Measure

LOCAL TAX SYSTEM

e

L. Prefectural Taxes

1 Prefectural
Inhabitants’ Tax|

(1) -Individual having
domicile

(2) Individual having
office, working place
or house but not
having domicile

(8) Corporation having
office or working
place

(4) Association or foun-
dation (not juridical
person) having of-
fice or working place
& managed by rep-
resentative or ad-
ministrator

(1) Taxpayer (1):
(a) per capita
(b) per income

(2) Taxpayer 2):
per capita

(8) Taxpayer (8):
(a) per capita
(b) per corporation tax

(4) Taxpayer (4):
per-capita

Rates

Report & Payment

2. Enterprise Tax

(1) Corporation

(2) Individual operating
1st, 2nd or 3rd class
enterprlse

(¢ 56)

(1) Corporation: net in-
come, liguidation income
or receipt amount for
each accounting period

(2) Individual: net income
for the preceding calen-
dar year (basic exemp-
tion 120,000 yen)

'(1) Per caplta

(a) Taxpayer (1)(2) 100 yen
(standard)
(b) Taxpayer (3) (4) 600 yen
(standard)

(2) Per income:

6% (but 55% for 1956) of the
total amount income tax in each
municipal area to the total amount
of municipal inhabitants’ tax calcu-
lated on the basis of income in.such
municipalities

(3) Per corporafion tax:
5.49% (standard)
6.5% (maximum)

(1) Taxpayer (1)

(a) Assessed in June, August &

January (standard),

(b) Withheld every month from ;
earned income taxpayer (certain |

municipalities)

(2) Taxpayer (2

Assessed in June (standald)

(8) Taxpayer (8):

Self-assessed in 2 months after the
end of accounting period (6 |

months)

(1) Taxpayer (1):

(2) Electricity suppher, gas sup- .

plier, local railway business,
track business, life insurance
business and damage insurance
business: 1.5% of receipt
amount (standard)
(b) Other business
I. special corporation:
89 of income and liquidation
income (standard)
II. ordinary corporation:
10% to the part of annual
net income, 500,000 yen or
less (standard)
129% to the part of annual
net income, more than 500,
000 yen (standard)
129 to liquidation income
(standard)
(2) Taxpayer (2):
(a) 1st class; 8% (standard)
(b) 2nd class, 6% ( )
(e) 38rd class; 6% ( ~ )
but for masseur, etc.; 4%
(standard)

. (1) Taxpayer (1) . .
Self-assessed.: in; two months

after  the end of accounting
- period. -,
(2) Taxpayer (2):

Assessed in August and No- -

vember

¢ 57)
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~ Title & Citation

Taxpayer

 Basis-Measure

|38 Tax on Acduisi-

tion of Real Prop-
erty .

A person acquiring real
property

Amount of real property
at the time of acquisition
(basic exemption: . 10,000
yen for acquisition for land,

.-100,000 yen for house
‘[ newly constructed:and 50,
:-000 yen for other house ac-

quisition)

| 4. Prefectural Tob-

acco Consumption
Tax

Tobacco monopoly pub-
lic corporation

Retail price of tobacco

A person using amuse-

5. Local Entertain- Charge
ment Tax ment facilities g
6. Amusement, Eat- | A person amusing him-

ing & Drinking
Tax '

self, eating, drinking or

lodging at bar, restau-

rant, hotel, ete.

Charge

7. Automobile Tax

Owner

(68)

Q0

H
U

- ;i Rates

Report & Payment » iV

8% (standard)

Assessed

8%

Self-assessed in every next month

(1) On the use of dance-hall, golf-
links and other similar places:
509, (standard)

(2) On the use of other place:

309% (standard)

(3) On student’s athletic sports:

109 (standard)

Withheld by sponsor

(lgoGeisha-girl charge:

‘0
(2) Amusement, eating or drinking
charge at bar, restaurant, etc.:

Cl
(38) Lodging charge or eating or
drinking charge at other place:
Ad/valorem 5% or 10%
(Basic exemption. ...500 yen)

Withheld by operator of bar, res--
taurant and hotel, ete.

(1) Passenger car
(a) Business:
Not more than 120 inch wheel
base:
15,000 yen (standard)
More than 120 inch wheel
base:
30,000 yen (standard)
(b) Private:
Not more than 120 inch wheel

base:
36,000 yen (standard)
More than 120 inch wheel

base:
60,000 yen (standard)

(59)
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~

i

Title & Citation

Taxpayer

Basis-Measure

8. Mine-lot Tax

Owner of mining right

Mine-lot area or length

9. Hunter Tax

Licenced hunter

(60 )

i
{
i
L
¥
]
1
+

M@

..~ -Rates

Report & Payment - ="

(¢) Small and-more than 4 wheels'

car:. .
Business:

.. ..-8,000 yen (standard) b

Private: . . R
16,000 yen (standard)
(2)- Truck: = = .

(a) Business: - .

{(b) Private: .
15,000 yen (standard)
(8) Bus ) :

(a) Reserved bus for sight-seeing
in principal :
30,000 yen (standard)
(b) Others:
14,000 yen (standard)
(4) Small 8 wheels car
(a) Business:
3,300 yen (standard)
(b) Private:
4,300 yen (standard)
(5) Small 2 wheels car:
2,500 yen (standard)
(6) Light car:
1,500 yen (standard)

14,000 yen (standard)

¢

.‘Asseskse'db in April and October

(1) Prospecting lot:
30 yen per 1,000 fsubo.
(2) Working lot:
60 yen per 1,000 tsubo.
(3) Placer lot:
(a) River-bed:
30 yen per 1 cho.
(b) Non-river-bed
30 yen per 1,000 tsubo.

Assessed in December

Assessed

(1) Non-income-taxpayer or farmer
doing hunting as side-work:
1,800 yen
(2). Others:
3,600 yen
( 61)
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Title & Citation

Taxpayer

Basis-Measure

II. Muniecipal Taxes
. Municipal In-
habitants’ Tax

(1) Individual having
domicile.
(2) Individual having

office, working place.

or house but not hav-

ing domicile ST

(8) Corporation havmg
office or working

place i
(4) Association or foun-

dation (not juridical

person) having office

managed by repre-
sentative or adminis-
trator

(1) Taxpayer (1) -
(a) per capita
(b) per income:
- :option 1: income tax
option ‘2 taxable in-
- ‘comie: )
option 3:itaxablein-
come - minus' ‘income

RS ©> &
(2) Taxpayer: " (2): per

capita

. (3 Taxpayer (3
or working place &.|: ) payer &

per eapita .
(b) per-.corporation tax
4) Taxpayer (4): per
caplta

2. Property Tax

Owner of land, house or
depreciable asset (except

Amount of property as of
January 1 registered in

automobile, bicycle & property tax ledger
cart)
3. Bicycle & Cart | Owner
Tax
(62)

<.kl Rates

: Report & Payment v o

T TN £ N A Y TR e AT e

(1) Per capita: ; e ]
(a) City (populatlon is ‘more than

Taxpayer @e@y: -

600.yen (standmd)
(800 yen, maximum)

Taxpayer (3) (4) 2,400 yen
(standard)
(4,000 yen, maximum)
(b) Clty (populatmn is more than

0,000

Taxpayer (1) (2) : 400 yen
(standard)
(550 yen, maximum)
Taxpayel (8) (4): 1,800 yen
(standard)
(8,000 yen, maximum)
(c) Other city, town or village’
Taxpayer (1) (2) : 200 yen
(standard)
. (300 yen maxxmum)
Ta‘(paym (3) (4) :'1,200 yen
,000 yen, maximum)
(2) Per income
Optxonl 15% (standard)
'(18%, maximum) '
Optlon 2:7.56% (maximum rate) -
Option 3: 15% (maximum rate)
(3) Per coxporatlon tax:
8.1% (standard)
(9‘7%, maximum rate)

(1) Taxpayer (1)

(a): Assessed in’’ June,« August

October & January (standard)
(b) Withheld. every month from

earned: incomed: taxpayer: (cer-u

tain municipalities)

- (2) Taxpayer (2) (4): assessed m

June (standard)

(8) - Taxpayer (3).: self-assessed in..

2 months after the end of ac-
counting period (6 months)

.1 4% (standmd) (2 5%, max1mum'

Assessed in Aprll July, December &

rate ' I‘ebmary
(1) Bicyele| - o Assessed 4
: ' . (1,000 yen (standard) o s
(@) lxl;:ﬁzl { 800 yen ( - . ” ) '
500 yen (7 )
(b) Othexs 200 yen ( , " ) -
@) - - 8
(a) Ox-cart or horse-cart:
800 yen (standard)
(b) Large cart
400 yen’ (standard)
(c) Sma]l cart or trailer: .
2 0 yen (standard)
(63)
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I s T e e L\ ot )

TR R A I

Title & Citation: Taxpayer Basis-Measure . "(@ - Rates B Report &.Pé&rux‘lent’ A
‘4. Municipal Tobacco Tobacco :monopoly public | Retail r'ice of ‘tobacco B asessed in-everv ekt Taonth
: Consumption Tax | corporation p : P S 9% T : ._,)Selffa\.s.s;esseq in"every niext ‘month

v i . e M B H
:5. '%lectricity‘ & Gas Qonsumer "Charge‘v“ 109 v Withhelﬂ be electricity or gas
- ax o o o st S e entrepreneur i it e faon i
6. l%[;neral Product | Mining entrepreneur - | - Amount of mineral product ‘ 1%; (stand;ard)’ (12% -rr;aximﬁ;rf) "Self-éé‘sesselvi“‘».‘
: [
7. Timber Trade Tax| Claimant Ar{lo)unt of timber (once 5% (standard) (6%, maximum) {1 (1) Withheld by owner of’ standing ]
only ' | ' ‘ R * timber B
) i - (2) paid by stamp _ )
8. Mineral Bath Tak-| Person taking mineral | ; ‘ itk ! " of “minatal |
ing Tax bath 20 yen a day (standard) mi'f'held by operator’ of mn-)lelali
9. Light-oil Trade Retail Distributor "1 Quantity of gasoline pur- ) 6,000 yen per one kilolitre. . - .Assessed .
Tax chased ® me S . essed
10. City Planning Tax| Owner of house andland |.Tax base of the Propeity Y id lto“etvlzu‘-)lr w1th
located in certain areas |. tax with respect to house .. o 0.2% . ﬁ:eﬁfige&'}%ﬁ ..a ﬁ“ o
. and land. . . . .. : ' [T
i . |
1. 1st class enterprise:

/) v — " T Ty ot YA L
— ® o e P ARERTA
: 5 s 2o . [ . A evy the wateriand land utilization: tax'to
.(1) article sel}mg (2‘) money lending (3) securities trade (4) article rent- (Note) - 1 Prefecm.r ey m‘.} authorized to levy t o
ing (5) lending stadium, playing-ground and meeting-place, etc. (6) manu- cover specified. disbursements. . - - e o
facturmg (7) electricity supp]y (8) gas supply (9) sand and stone quarry- ’
ing -(10) wireless communication and.broad-casting (11) .transportation .
(12) transportation treating. (13). motor highway = (14) canal (15) wharf {
(16) mooring facilities (17) cargo unloading

2. Municipalities. are. authorized -to: levy the water: and;land :utilization tax,
the common facilities tax and the national health insurance tax to cover

. ilit] 0 ul (18) warehouse (19) con- : specified disbursements. o _ . !
gzzgtm(gﬂ)(%gt);elpn?;g;gres(tigagEbh(sélér)lg;;ati(gg)hg?s?og{g%l lglg()kei‘iiz: ka(.;}g : 8. Prefectures and mu‘x}ipipalities can levy o'ch.e.r‘ taxes after ‘the 'appl'-oval’
agency (29) intermediation. (30) commission agent ;

(32) public bath

(81) money exchange ' of the Autonomy Agency.
ground, ete.

(33) 'amusement (84) playing-ground (8p) sight-seeing i
2. 2nd qlass enterprise: . .

(1) live-stock breeding (2) fishery, etc. (except agriculture and forestry) . : o s 1 S
8. 3rd class enterprise: o ' ) ‘ B o

(1) medical profession (2) dentist (8) pharmacist (4) midwife (5) : :
masseur (6) veterinary surgeon (7) horse-shoeing (8) lawyer (9) judi- . : oo : cod
cial seriber (10) administrative scriber  (11) notary (12) attorney = (18) : S R ' DR ’ '
tax agent . (14) cer@lﬁpd public accountant (15) accountant (16) designer
and supervisor of building (17) art instructor "(18) barber, ete.

(64) | (65) |
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APPENDIX IV STATISTICS . ® o . 8 Income Tax Burden o )
1. Revenue from Tax and Stamp Yield ‘ ' (unit: Dollar)

(million of yen) Earned income or business 500 | 5000 | 10,000 | 50.000° 200,000 | 500,000
i t per year) ! i ’ et Pt
1949 | 1950 | 1951 | 1952 | 1953 | 1954 | 1955 | 1 income (amoun iRat
Tax item . 956. ) . :
Actual| Actual| Actual| Actual| Actual| Actual| ESt- | Bsti- (1) Earned income earner A e
; N i - mated | mated : ' :
H . . single L 27 | 1,382 4,859 | 30,370 62,370 |-+ 322,870
. Total revenue from| 518,173 | 456,393 | 604,032 708,455 | 782,818 | 808,429 | 812,836 | 848,523 : . oo o 0 :
taxes & stamps ) ! couple ' 6| 1,776 4,522 | 30,298 62,798 | 322,798
{ Income tax 278,744 | 220,134 225,672 269,919 | 292,204 | 285,632| 278,440 262,331 T S . o S
| Corporation tax 61,264 83,790 183,881 | 186,008 | 198,882 | 200,252 | 195,757 | 219,084 . couple with two children 0L L707 |, 4,489 | 30,206 | 62,706 |- 322,708 :
| Inheritance tax 3,060 2604 2881 2,764| B3378| 4255 65050 5657 | ) : :
Net worth tax —| b6 e62] 2233 1,143] o7 - — ; o o _ : i
: ! ; usiness i arner } i o i
Revaluation i (II) Business income earne )
| Revaluation tax —| 6403 11532 14178| 10992 5636| 330| 3 | i ' ‘
| ST | o 105:316 122,830 | 189,200 | 140,252 | 151,213 15065 | 164000 | single ' | 4B 1943|422 30515 63015 328,015
rinks tax , 3 — — - _ - oy B : . . S
%“gf}l‘ excise L0ss|  na| m1de) 20110) 30255 47965 45000] 53141 : couple 241 1,888 | 465 30442 62942 322,042
exti _ _ ‘ !
€ excise 3 % == =] - i couple with two children 01 1,818 | 4572 | 20362 | 62,852 | 322,852
{ Local road tax — — . _ i . .
o - — 7,276 5,585 j
Securities trans- — — - — 648 598 589 716/ b Note: On unlimited taxpayer - .
G action tax [ : )
asoline tax 43541 17,3721 9016| 15120| 20,478| 29,271| 925953! 30,720 | ‘ |
Commodity tax | 20834| 16500| 15233| 20580| 25,509 23791| 2e584| 28707 i 4. Tnheritance Tax Burden {
Travel tax 4828 1,09| 1,66 1688| 2120 2346| 2808| 2315 } - :
Admission tax — = _ — —| 10,027] 14743 16:221 ! i : (unit: Dollar)
Customs dut ; ; l » ; y
| Customs duty & | 901 1,626] 12600) 21,427 30495| 24,641| 24740| 32,019 ; Amount of succession Orie heir Four heirs i
Bousse tax 83707 683 15| —| a8  ss| _| — » property i . :
amp revenue 89811 9,207| 10524 13,218| 19,021| 21,872| 21,882 23,301 ‘ @ _ } - g
Others L19|  126| 47|  911| 94|  437|  ogrl 218 1Y 1,000 ‘ - ' - ;
/ ‘ | 2,000 63 8.1) - — . j
Government Receipts and Expenditures in General‘A‘ccount ; 5,000 666 (13.1) — )
(million of yen) i - . . ) : . " :
Fiscal year Receipts Expenditures | : (1000 e T3
1scal yeay - Balance i 20,000 . 5,444 (27.2) : 1,875 ( 9.4)
Amount Index Amount Index : : : o
- : : . 50,000 ’ 18,792 (36.4) ' B 8,776 (17.6) ‘
1934~ 36 2,003 100.0 2,217 - ' "ot '
i o ome| wm ome)| g | o0 s e ) ,
5.1 8134 . . . o ST :
i i si0 5.1 ey gggg ﬁgg J . 200000 o 100804:(548) 944 (920) -
214,467 9,363.1 205,841 9,284.7 8,626 i T4+ 500,000 - © 0 UU815736'(68.1) j 194402 (389)
1948 508,038 22,156.0 461,974 20,837.8 : ' : : T aeaned 665) |
1949 768612 330828 699,448 31640 gg,?gi i 1,000,000 ... 664,764 (665) . 460 388 48.9) ...
1o 716,793 31,260.1 633,294 285654 83,499 i L
195 895,483 39,052.9 749,838 33,822.2 145,645 ; Note: 1. “One heu- " means a pexson who is nelthel spouse 'nor mmor In. case of
2 1,078,805 47,047.8 873,942 39,420.0 204,863 ‘ a
1953 1219 : ' 4 : ¥ Four heus”, the.tax..amount-is computed ~on-the- assumptlon that one 15'
1954 1:185:82(0) giég?g l’gég:%% ig’%gg %gé?gg i a spouse and other thiree are héirs' who are not minor. ) !
19551 1,013,314 44,1916 1,013,314 45”706.5 e <.+ - 2. Succession portlon is_determined  according -to:the .Civil Cord (1/3 for a
19661 1,034,923 45,134.0 1,034,923 46,681 2 — I v
B Ha ! spouse and 2/3 for other heirs). | U
Note 1) Estimated 3. Figures in parenthesis show the burden rate to total amount
( 66 ) ! ¢ 67)
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5. Tax Burden per ‘Capita

(yen)

o N Tax burden per capita . -Index(1984~86=100) -
Fiscal year . - B = ——

National Local Total National Local Total
1934 ~36 18 9 27 100 ‘ 00| 100
1939 - 41 11 52 222 122 189
. 1941 §9 12 81 372 122 L, 289
‘1$44 174 12 186 967, 122 : 689
1947 2,431 259 2,690 18,506 2878 1 9963
1948 5,602 972 6,574 31,122 10,800 24,348
1949 1,189 1,743 9,632 43,272 19,367 36,304
. 1950 6,864 2,264 9,128 38,133 25,156 . 33,807
1951 8,653 3,220 11,778 47,517 36,778 43,604
-1952 9,826 3,588 13,414 54,589 39,867 49,680
1953 10,836 3,865 14,701 60,200 42,944 54,448
1954 10,585 . 4,156 14,741 58,806 46,178 54,596
1955 10417 4,007 14,424 57,872 44,522 53,422
1956 10,660 4,410 15,070 59,222 49,000 55,818

6. National Income and Tax Burden

""(million"of yen) -

Fiscal year I_\Ia’cionalt)l ,Tax Ratio
income NationalZ)I Local® I Total |National | . Local | Total
1934~ 36 14,372 1,206 629 1,855 85 | 44 12.9
1929 25,354 2033 | w57 3,690 116 | 3.0 146
1941 35,834 4931 | g9 5,810 138 24 16.2
1944 56,937 12868 | -se2n| 13725 26 15 242
1947 968,081 | 189,601 | .20,198 | 200,799 196 21 217
1948 L96L611 | 447,746 | 77,709 | 525455 228 40 26.8
1949 2,737,253 | 636,406 | 142441 | 718847 23.2 52 28.5
1950 3,361,084 | 570,849 | 188,281 759,130 10| 7 “Be 226
1951 4535319 | 723,144 | 272,264 .| 995,408 159 6.0 219
1962 | 5195355 | 843031 | 307,768 | 1,150,797 16.2 5.9 221
1053 5822400 | 942,521 | 336,053 | 1,278,574 162 58 22,0
1954 | -6,103,400 | 934,083 | 366,798 | 1,300,861 153 6.0 21.3
©19559 | 6,684,000 929,819 | 857,670} 1,287,489 139 RS I (-
19569 | 6,971,000 | 961,26 | 307,684 | 1,358920 | 13.8 57 195

Note: 1) National income b,

Board.

tax.

3) Excludes local allo

4) Estimated.

y distributive, shares estimated by Economic Planning,

2) Includes monopoly- profits

, North-China emergency spe'ciﬂ tax and allocation

cation tax.

( 68
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7. Tokyo Wholesile Pri ¢ Index

“(Pre-War Base):

e Al

Com-
modi-
ties -

Edible
Farm
Pro-
ducts

Other’
Food-
stuffs

.Tex—
tiles

Fuels |yrachi-
: neries'|

ing
Mate-
rials

cal
Goods

Chefﬁi-: Miscel-

T (198451936 TAVEragez=100)""
' | Build- )

lane-
ous

1950
1051
1952
1958
1954

1956 Jan.
L’Feb‘

., Mar,|

- Apr.
May
Jun.

Jul.

- Sep.
Oct.
“Nov.
" Dee.

Average

1956 Jan.
“Feb.

Aug.

438163
12,7926

| 20876.4

24,680.7
34,253.1
34,9215
35,157.3
34,9208

34,5092
34,6403
34,719.4
34,439.1
34,1588
33,8085

33,0837
34,158.8
34,2289
34,3340
34,268.9
34,299.0
34,293.1

34,5442
34,789.5
34,8946

- Mar,|

13,4196
'10,162.9
18,0808

21,0211
26,2407
29,089.5
31,1105

34,7949

35,1146

34,040.2

35,1728

-36,347.2

35,754.1
85,2018

-34,969.3
-34,678.6
-34,039.1

-34,155.4
-83,177.6

33,603.1
34,7205

33,467.7
-83,467.7

33,806.6

30,827.8

6,162.7
17,505.8
28,7982

27,8007
20,6706
314770
31,0137
32,807.0

32,900.0
82,549.3
32,380.9
32,326.1
32,0802,
31,656.6)

31,688.5
31,847.9
31;,847.9
32,0073
31,1147
31,242.2
31,967.5

30,955.3
30,8915

4,844.0
14,150.2
30,399.8

37,1128
51,463.6
41,035.0
40,700.1
37,446.9

36,014.9
35,973.7
36,097.3
35,8913
35,314.4
34,902.3

35,973.7
35,9787
35,5204
34,8611
35,149.6
34,0435
35,5513

35,190.8
35,602.8
35,644.1

44048 87467
15,5955 8,816.8|

18787.1 | 12,603.5

21,2815 18,007.3

254711 | 37,6009,

32,0409 | 36,558.2
32,048.9| 34,453.9

30,8920 32,2566

83,344.8| 31,4748,

-83,280.7| 32742.5

33,056.2| 33,2496
181,709.6 | 33,068.5

-31,709.6 | 82,5614
 31,549.3 | 32,307.9

'81,617.2| 82,4165
 31,581.4 | 32,996.1'

81,837.9 83,820.1
31,9982 | 84,5897
33,344.8 | 34,662:2
$3,669.2 | :34,988:1
32,356.2 33,240.5

33,7205 36,0747
"38/761.6 | 36,8716
336013 87,3124

58385
13,239.4
18,7097

218262
32,1617
35,1616
2,935
138046

41,5089
41,9713
41,900.2
40,9754
40,015.0
. 89,303.6

39,339.2
39,943.9
40,192.9
40,2640 | 25,348;
39,8724
39,8016 | 25,617
40,4241

40,0862
: 40,4068
40,4774

5,1304| 3957.2
11,427.0| 10,7001
15,783.6| 15,9489

20,628.5| 19,0044
28,535.9 | 20,564.9
50,699.7| 26,455.3
28,069.3| 25,2540
25,980.3 24};6;.9

24,9471 | 24,6795
25,069.0| 24,7848
25,0385 | 24,6008
25,0005 | 24,574.3
25120.9| 24,4427
25,190.8| 24,469.0

25,190.8| 24,6006
25,1604 | 247322
25,2013 | 24,8637
1| 245743
25,4954 | 24,4427

25,208.6 | 24,600.6
26,135:

26,257.0| 24,179.6
26,348.3| 24,0744

3| 24,4427

1| 24,3638

(89)
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. 8., Tokyo Retail Price Index.

(July, 1914=100)

R N

1945 e 4mad 492 489 i | e
1946 . 2903 | 3405 2,524 2,097 2,811 |
1947 T8ILS | 8ds 8,389 g | s |
1948 22,9216 23020 | 2‘1.{558 608 26,353 |
1949 37,2829 13,450 949 | 26758 w30 |
1950 $36,008.5 40,754 37214 28,139 | 36,348 '}
1951 a4119 | 52,395 16,972 41,574 w19}
1952 16,1380 53,540 57,001 36,113 905 |
1953 " 474501 55,927 61,742 34,854 g |
1954 50,400.9 62,057 61,606 34,352 a1gs6 |
1955 Jan. 50,570.2 64,185 61,921 33,114 a3}
Feb. 50,9213 64,885 61,558 - 82,997 41,802 |
Mar. 50,562.4 © 64,022 60937 32,714 w07 |

Apr. 50,3104 | ", - 63,430 " 59,768 82,714 - 42,316

May |° - 498885 | - 62407 59,768 32,714" 42,183

Jun | 494376 - 6LEAL " 59,768 2504 | T 42142
Jul. 48,2540 | - 58799 - 58916,  -..82,681 42148 |

Aug: 48515.2: | 59,501 ; 58418 | . 82,860, | . . 42,024

Sep. -..48,556.1". . . - 59,681 - B8,738: 83,095 | - 41,837

. Oct. 48,3829 .| . . 50,033 .- . 60116-| i . 82811 41,937
‘Nov. 48,0586 | - . BBISL.[o:. - 60,098: . 32670 | - 42016 |
Dec. 481906 | 58606 | . 61,369 | .. 321250, .42000 |

.- Average. 493059 6L1OL: L 60,189 | 3257 | .., 42,000 .
1956: Jan. | 478856 . BTATS.|.. eL7se 82125 .| . .40008 -]
Feb. |. - 48404, |- 58323 |, 6282 .- 82010 | .. 42303 |
“Mar.: |: ., ;48,8832 L 60,005 | 6082L.; -4 31,063 | . 42602 |

(170)

e

. .9; . Currency Title iof :Main :States and Exchange Rates
' for Yen and Dollar

Dollar per one unit

Exchange Rates

State Title of currency | of e(;%ire;r;:{em for yen
Japan Yen ot s T G0 1.00
America Dollar 1.0000 360.00
United Kingdom | Pound 2.8000 1,008.00
France Frane ~0.0029 1.04:
.We.s’i:er_'n'. Germany‘ Deutsche Mark :“0.'238"1-‘ v 8571 o
Italy | Lira o 0.0016" " 0.58
Soviet Union Rubvlf . . . 02500 90.00
India ‘Riipee " - T 02100 75,60
Burma vRupee . 0.2100 75.60
Thailand Baht ‘- Y Y INCS Y I
Philippines | Peso. 05000, +180.00,
China Yuan .. ,"": ; 0.0971 34.96
Australia Pound 2.2400 806.40
Canada B Doll;.u' ] 0.9328 . 33581
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APPENDIX V THE CHART OF TAX

o®

ADMINISTRATION SYSTEM

“ Ministry of Finance “

|
Tax Administration Agency

| I | |
Director’s Direct Indirect Collection
Secretariat Tax (a) Tax (b) Division
Division Division

|
Investigation Tax
& Inspection
Division

Conference
Training Group
Institute

|
Tax Administration Bureau

(Tokyo, Kanto-Shin-etsu,

Osaka, Sapporo, Sendai,

Nagoya, Kanazawa, Hiroshima, Takamatsu, Fukuoka, Kumamoto)
Il

1 | allevi |
General Direct Indlrect Collection
Affairs Tax Tax Division
Division Division Division

Taxation

Note (a) Direct Tax means: Income
& other assets Taxes.

| | |
Investigation & Conference

Inspection (c¢) Group
Division
(d)(e)
Office (504)

Tax, Corporation Tax, Inheritance Tax,

(b) Indirect Tax means: Liquor Tax, Sugar Excise, Gasoline Tax, Ad-
mission Tax & other excise Tax.
(¢) This Division deals with Individual: Gross income over 10,000,000
yen; Corporation: Capital paid over 10,000,000 yen.
(d) Taxation Office deals with Individual: Gross income 10,000,000 yen
or less; Corporation: Capital paid 10,000,000 yen or less.
(e) Taxation Office has the sections, according to its tax amount collected
or its number of taxpayers, which mentioned below.
(1) General Affairs Section, Income Tax Section, Corporation Tax
Section, Collection Section, Indirect Tax Section.
(2) General Affairs Section, Collection Section, Direct Tax Sec-
tion, Indirect Tax Section.
(3) General Affairs Section, Direct Tax Section, Indirect Tax

Section.

(4) General Affairs Section, Assessment Section.

("2

)

L X/

[ i
Minister’s Budget Taxation

| | 2 I
Financial Property Ban'kmg Foreign

i u | Bureau Custodian Bureau Exchange
Secretariat Bureau Bureal ‘ iy o,
Customs
A Division
I I I
| | .
Firstl Secorld Research Mana- | Research & Appraisal
Tax Tax Section gement| Statistics Section
Legisla- Legisla- Section| Section
tion Sec- tion
tion Section
(Direct (Indirect
Taxes) Ta()ét;.s)
» Custom-House

(Tokyo, Yokohama, Kpbe, Osaka,
Nagoya, Moji, Nagasaki, Hakodate)

<l
Chief’s
Secretariat

| ke
Inspelction Management Appraisal
Division Division Division

Branch-Custom (47)

|
Sub-Branch Guard Post Sub-Branch Guard Post

(73)
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