General form

2023
Consumption and Local Consumption

Taxes Final Return Guide

For Sole proprietors

(O For Sole proprietors who are Taxable person under the Consumption Tax Low,
this guide describes the final return (General Form) preparation process for
consumption and local consumption taxes.

O This guide only explains general matters.

O The deadline for filing the 2023 consumption and local consumption taxes
return is Monday, April 1, 2024.

(O The deadline for payment of 2023 consumption and local consumption taxes is
Monday, April 1, 2024.
The date for 2023 consumption and local consumption taxes automatic transfers
is Tuesday, April 30, 2024.

(O Those business operators who have become business issuer of qualified invoice
from Tax-exempt business, triggered by the introduction of the qualified invoice-
based method (the invoice system), can use the application of special accommo-
dation of 20%.

* With the special accommodation of 20%, tax amount to be paid can be calculated easily by aggregating

sales amounts.
Please refer to the “Consumption and Local Consumption Taxes Final Return Guide (special accom-

modation of 20%),” when the special accommodation of 20% is applied.

© State your Individual Number, etc.
® You need to state your Individual Number in returns and to present your identification document or attach a copy of your
identification document.
® Example of identification document
{Example 1) The individual number card
{Example 2) Notification card + Driver's license, etc.
® For details, please refer to page 10 of the guide.
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This page explains the outline of this guide.
Please read this page first.

. How this guide is organized

Explains basic knowledge pertaining to the consumption and local consumption

Basic knowledge P3 taxes final return
O Special exception for calculating Information on special exception (transitional measure) for calculating the sales
the sales tax amount for small P6 tax amount for small and medium business entities that have difficulty in classify-
and medium business entities ing sales into the reduced tax rate and standard tax rate.
Provides an overview of the qualified invoice-based method (the invoice system) and
e e identifies points that require attention
O Ab(t)#t (tjh?hqu.a“f'e.d InVOItce-based P7 * Please refer to P8 for the overview of and attention points for the burden-alleviating
method (the invoice system) measure for small-scale business operators that become business issuer of qualified
invoice (special accommodation of 20%).
. . Explains about the documents required for completing the consumption and local
Preparing for your final return P9 consumption taxes final return
gl Final return procedures P12  Explains the procedures from basic calculation methods to making your payment
p
Consumption tax calculation P16
Local consumption tax calculation P28  Demonstrates how to calculate consumption and local consumption taxes
A Enter the value in the return form P30
(Page 1and Page 2)
7 er items xplains how to fill in the sections in the return form other than tax calculations
M Other it P34  Explains how to fill in th tions in the return f ther than t Iculati
El Filing and paying P37  Explains how to submit your return form and how pay your consumption taxes
El Income tax adjustment P38 Explains how to adjust your income tax after calculating your amount of consumption
| and local consumption taxes payable or refundable
[l Rou raft return form, etc. P39 ontains specimens of forms you need to submit. Please use them as rough drafts
Rough draf form, Contai i f f d to submit. PI th h draft
O Table for determining taxability P46 Contains a table that explains how to determine the taxability of each business activity
of consumption tax transactions described in the blue return financial statement and other forms
everse charge mechanism xplains the case declaration is required due to the Reverse charge mechanism
R harg hani P47  Explains th declaration i ired due to the R h hani
Restriction .on purch . . . .
O cree?jtitlgtgtéiﬁitr?g?o ggq%igzgrza(;‘ P47 Explains restriction, etc. on purchase tax credit pertaining to acquisition, etc. of
residential rental building residential rental building
© Application (nofification of change) P48  Contains application (notification of change) for tax payment by transfer account

for tax payment by transfer account

Cautionary items when filling in the return form

* Use a black, ballpoint pen

The OCR (Optical Character Recognition) input final

return form is machine-readable. Note the following 5,4 example
cautions when entering numbers in your form.

* Do not sail or perforate the return form

(Please do not use an erasable ball-pointed pen.)
» Enter large, clear figures in the prescribed boxes

Leave some space Make an angle
One vertical line Protrude line upwards Close the circles

1283518718710
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Protrude lines Link numbers Break form Incline numbers
out of the box




Consumption and local consumption taxes

Basic knowledge

Explains things we would like you to
know before filing your final return.

. Those who must file final returns

Sole proprietors who at any stage fall under either of the following categories are
required to file the Consumption and Local Consumption Taxes Final Return for 2023.
The final return for consumption and local consumption taxes is filed in one final return form.

(1) For a registered business issuer of qualified invoice

(2) Sole proprietor which had taxable sales amounting to more than 10 million yen
during the base period (2021), (see following figure) or
(3) Sole proprietor which do not fall under category (1) above but have submitted the
“Report on the Selection of Taxable Proprietor Status for Consumption tax”

(4) Sole proprietor which do not fall under category (1) and (2) above and whose
taxable sales for a specified period (the period from January 1, 2022 through June 30,
2022) exceeds 10 million yen. Alternatively, the criteria of 10 million yen for a specified
period can be judged by using the total amount of salary and related payments instead

)

January 1st to December
31st, 2021 (base period)

January 1st to Decembe
31st, 2022

)

January 1st to December
31st, 2023 (taxable period)

(

Taxable sales exceeding )

¥10,000,000

P( Taxable Person J

If you fall under either (1)-(4), you need to file the final return for 2023, even if the amount

of taxable sales during 2023 were 10 million yen or less.

If your amount of taxable sales during 2021 were 10 million yen or less and you did not
submit the "Report on the Selection of Taxable Proprietor Status for Consumption Tax”
in advance and when not falling under category (1) or (4) above, you are a Tax-exempt
business and are not allowed to file a final return even in the case when you made capital
investment during 2023 and a tax refund is expected if you file the final return.

For details, please refer to the “Overview of consumption tax,” (in Japanese) etc. posted

on the website of the National Tax Agency.

* In case you become a taxable person midway of a year after the registration as a
business issuer of qualified invoice, you will be required to submit a tax return for the
taxable transactions executed during the period as a taxable person (for instance, if
you become a taxable person from October 1, 2023, the target period will be from
October 1, 2023, to December 31, 2023).
In this case, please see the special corner for the invoice system on the website of the
National Tax Agency, for the calculation method of consumption tax and how to fill in a

tax return.

Base period
Benchmark period for
determining whether or not
the Sole proprietors is a
Taxable person or a Tax
-exempt business and if the
simplified tax system can
be applied.
The base period for Sole
proprietors is the second
proceeding year before the
taxable period.

Taxable period
Base of time used for
calculating the amount of
consumption and local
consumption taxes payable.
In principle, the taxable
period for Sole proprietors
is from January 1st to
December 31st.

Taxable sales
Sum of the amount of sales
relating to transactions
subject to consumption tax
(excluding consumption and
local consumption taxes)
and the amount of Tax-exempt
sales such as those relating
to export transactions.
Those with returns,
discounts or rebates should
be deducted from the sum
of these amounts (excluding
consumption and local
consumption taxes).
In the case of Tax-exempt
business in 2021, the
consumption tax is not
included in the sales. In this
case, the sales (except for
Non-taxable sales) would
be the taxable sales
amount for 2021. (Do not
exclude for tax)

M Important terms |EE———

. Amount of consumption and local consumption taxes payable

M Consumption Tax rate

Classification

Standard tax rate

Reduced tax rate

Consumption

Tax rate 7.8% 6.24%

; 2.2% 1.76%
Local _Fat;nrsal{renptlon (22/78 of the amount (22/78 of the amount
of Consumption Tax) of Consumption Tax)

Total 10.0% 8.0%

Basic knowledge
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M Reduced tax rate system for consumption tax

M Items subject to the reduced tax rate
@ Food and drink excluding alcoholic drink and dining out

@ Newspapers issued more than twice a week or more (restricted to those by subscriptions)

~ (Scope of food and drink subject to the reduced tax rate)

Subject to the reduced tax rate (Not subject to the reduced tax rate)
Food delivery, etc. w

Food and drink
("Food" provided in the Food Labeling Act)

I
That used for human consumption

Take away,

Alcoholic drink Catering, etc.

. Linked goods

pharmaceutical products
quasi-drugs, etc.

Provision of food and drink at
fee-charging retirement homes, etc.

Medical and

linked goods only.

to the reduced the tax rate(case other than the above will not be subject to the reduced tax rate).

Such assets indicate food and assets as in food being linked beforehand such as confectionaries with toys and those with price concerning

Only when the tax-exclusive price is 10,000 yen or less, and the price of food accounts for two thirds or more, the entire product will be subject

.

M Ordinary payable consumption taxes calculation method

Consumption taxes on
taxable purchases during the
taxable period (@)

Consumption taxes on
taxable sales during the -
taxable period (1)

Payable

consumption

taxes

@ = Taxable sales x 7.8
- (standard tax rate applicable)(tax included) 110
Taxable sales 6.24
+ : . X
(reduced tax rate applicable)(tax included) 108
G = Taxable purchases % 7.8
(standard tax rate applicable)(tax included) 110
Taxable purchases 6.24
+ : . X
(reduced tax rate applicable)(tax included) 108

[ Payable local consumption taxes calculation method

Payable
consumption taxes

Payable local

Rate of local ( 22 )
consumption taxes

consumption tax \ 78

l What are taxable sales?

Taxable sales refer to transactions that satisfy all 4 of the following conditions.

1. Effectuated in Japan

2. Effectuated by a business for business purposes

3. Effectuated for a compensation

4. Effectuated by the transfer or lease of assets or by the provision of services

Consumption and local consumption taxes are levied on taxable sales.

For example, machinery rental fees and proceeds from the sale of machinery, buildings and other
business assets are also included in taxable sales in addition to such things as proceeds, from the
sale of products, goods, contract work and services.

Note The following transactions are not applicable to taxable sales.

In considering the inherent nature of taxation, there are certain items that should not be taxed such as interest income, proceeds
from the sale or leasing of land (including leaseholds) or proceeds from the sale of commodity vouchers (merchandise coupons,
beer coupons). Also, there are certain business activities considered unsuitable for taxation from a public policy perspective such
as the income of doctors derived from social insurance medical fees. These are excluded from taxable sales and labeled as
"non-taxable transactions".

Also, because such things as insurance benefits and consumption tax refunds are not income received from the transfer or lease
of assets or from the provision of services, they are not subject to consumption tax and labeled "untaxable transactions".

The following are examples of taxable sales in consumption tax within the income derived from business, real estate and capital gains.

il Important terms |EE——

Taxable sales
Please refer to “What are
taxable sales?” (P4 to P5).

Taxable purchases
Please refer to “What are
taxable purchases?” (P5).

Calculation of payable
consumption taxes

The payable consumption
taxes are consumption taxes
on taxable sales minus the
consumption taxes on taxable
purchases.

As a rule, a refund is received
when the consumption taxes
on taxable purchases
exceeds the consumption
taxes on taxable sales.

Difference between
Consumption/

Local Consumption
Taxes and Income Tax

Consumption and local
consumption tax calculation
The payable consumption taxes
must be calculated based on
taxable sales and taxable
purchases for the taxpayer's
entire business without regard to
income category. The payable
amount of local consumption tax
must be calculated based on the
payable consumption taxes.

Income tax calculation

If a Sole proprietor earns two or
more categories of income from
among businesses, real estate,
and forestry income, the income
tax levied based on the income
calculated for each category.



B Taxable portion of business income

Most business income is classified as taxable sales.

However, the revenue from social insurance medical fees earned by
doctors, the revenue earned by obstetricians or midwives for deliveries and
proceeds from the sale of commodity vouchers such as merchandise or
beer coupons are excluded from taxation and therefore not classified as
taxable sales.

Assets from inventory consumed by Sole proprietors for personal use is
treated as taxable sales based on the prevailing market values for those
items. However, a value that is above the purchase price and 50% or more
of the prevailing market value (70% for income tax purposes) can be
assigned for those items with respect to taxable sales.

B Taxable portion of real estate income

Real estate income such as from property rental fees, key money,
surcharges and renewal charge (excluding income from the land rent
(including leaseholds) and house rent) is classified as taxable sales.

As a rule, land rent is not taxable, however, fees for rental periods of less
than 1 month and parking space rental fees are taxable.

The same is true for home rental fees, which are not taxable unless the
rental period is less than 1 month.

When selling buildings for rent, the receipt of the purchase price is included
in "Taxable portion of capital gains," as given below, even if you incur capital
losses from the sale of the buildings.

M Taxable portion of capital gains

Within the revenue from capital gains, any revenue derived from the sale of
buildings, machinery, vehicles or other items used in business is classified
as taxable sales.

In the same, when transferring the fixed assets used in business with
some burdens as an onerous gift and contributing those assets in kind to
corporations, the proceeds derived from those transactions are treated as
taxable sales.

For example, proceeds from the sale of a vehicle used for deliveries
(including funds received from trading in a used vehicle for the purchase of
a new one; in case of a trade-in, the value of the trade) are considered as
taxable sales. For such cases, the moment of the taxable sale is the entire
amount of the sale, not the amount resulting from subtracting acquisition
and transfer fees from the sale value.

However, proceeds from the sale of land (including leaseholds) are excluded
from taxation and therefore not classified as taxable sales.

I What are taxable purchases ?

This refers to the transfer or lease of assets from another party to a business or
to the services received by that business for business purposes. For example,
taxable purchases include not only the procurement of products and goods for
inventory but also the purchase of buildings, machinery or consumables for
business purposes, repair expenses and fuel costs for delivery vehicles.
However, interest and discount fees, insurance premiums and the purchase or
lease of land are non-taxable transactions and therefore not classified as
taxable purchases. The payment of salaries and wages not subject to tax is
also excluded from taxable purchases.

Purchasing goods for inventory and receiving services from consumers or
operators of businesses not subject to consumption tax are also considered
taxable purchases.

When purchasing depreciable assets, the entire amount expended is taxable
for the year of purchase (for income tax purposes, only the amount of the depre-
ciation allowance for the applicable year is a necessary expense).

Payments of salaries and wages, including those paid to family employ-
ees, are not treated as taxable purchases, but employee travel allow-
ance (the amount usually required for commuting) are taxable
purchases.

What are non-taxable transactions?

The following are classified as
non-taxable transactions.

Transactions not considered
taxable

(O The transfer or lease of land

O The transfer of securities or
instruments of payment

O Providing services remunerated
in the form of interest on savings
or bank deposits or in the
form of insurance premiums

O The transfer of postage
stamps, revenue stamps,
certificate stamps as well as
merchandise coupons

O Providing services involving
specified work done by
governmental entities or
involving international postal
money orders

Transactions based on social
policy considerations

O Social insurance medical fees

O Providing services covered
by nursing care insurance or
the transfer of assets as part
of social welfare services

O Transfers of asset or provision
of services related to midwifery

O Providing services remunerated
by burial or cremation fees

(O The sale or lease of articles
used by the disabled

O School tuitions

O The transfer of educational books

O The leasing of dwellings

What a tax exemption for exports, etc ?

The following are classified as tax exemption for
exports, etc.

(D Sales or leasing of assets effected as exports
from Japan.

(2 Sales and leasing to nonresidents of mining
rights, copyrights etc.

(® The provision of services to nonresidents,
except for
(a)Transportation of assets situated in Japan;
(b)Services related to food drinking in Japan;

@ Transfer of Tax-exempt assets at a tax-free
shop.

On Page 46, criteria table for consumption tax
application is shown, whereby each transaction could
be basically judged whether it is taxable or not for
consumption tax. Please use it in your operations.

Basic knowledge



. Descriptions and storage of account books, invoices, etc. (from October 1, 2019 to September 30, 2023)

Business entities that make sales and purchases (expenses) of items subject to the reduced tax rate are required to add separate
descriptions by tax rate to ones currently required when issuing invoices, etc. (separate accounting invoice) and making entries and
other accounting treatments (separate accounting).

Taxable Person are required to store account books in compliance with classified accounting and invoices, etc. with classified
descriptions in order to become eligible to tax credit for consumption tax on purchases (Separate accounting invoice-based
method(Simplified System)).

Ledgers Invoice, etc.

(® Name of the taxable purchase supplier
@ Date, month and year
(3 Transaction description
(Indicating that the reduced tax rate items subject)
® The tax-Included total amounts of items by tax rate

(® Name of the invoice recipient*
*Business entities that trade with a large number of unspecified
people, such as retail and restaurant business, may omit the
descriptions of ® in invoice that they issue.

( Name of the taxable purchase supplier
@ Date, month and year
(3 Transaction description
(Indicating that the reduced tax rate items subject)
@ Price

(Note 1) The storage of account books with necessary descriptions alone can meet the requirements for tax credit for consumption tax on purchases if
there are unavoidable reasons for not receiving invoices in transactions, such as small-amount transactions of less than 30,000 yen and purchases from
automatic vending machines.

(Note 2) When invoice that are issued by suppliers have no descriptions that read " Items subject to the reduced tax rate " (of ®) or "@ The tax-included
total amounts of items by tax rate," the business entities that received such invoice themselves may add descriptions concerning those matters alone,
based on the fact of the relevant transaction.

Examples described of ledgers and invoices
F Kk & /—{ The tax-included amounts by tax rate I
BOO#EH
XXE11H28 The tax-included amounts must be described after tallying items by tax rate (10% and 8%).
(XXEE118 2 HEE149) \
FE 550/
A G >400F] Indicating that the reduced tax rate items subject !
&t 43,600 . . ) .
( 10%%4% 22,000/ ) * Marks, such as ¥ and v, shall be described on items subject to the reduced tax rate.
[( 8%%t% 21,600 ) * Itis required to demonstrate clearly that the marks indicate items subject to the reduced tax rate.
Cx iR RN R M E ) \ NS
AN
(i) /A N
[Invoice]
BN TTIE (EAN) OO In addition to the above, there are, for instance, the following methods.
XXEE E s a5 * Classify goods by tax rate and indicate that the classified goods
A | B = are subject to the reduced tax rate in the same invoice.
11 | 2 |WAA ME 22,000 * Issue separate invoices for goods by tax rate.
1] 2 [WAA &aRaE (%) 21,600 [Ledgers]
: : : : Set up a column for tax rate classification and describe "8%" or the
G RBENRSE ) L tax rate code. These methods are acceptable too. )

On October 1, 2023 onward, the qualified invoice-based method (the invoice system) became effective as a method to receive tax credit for consump-
tion tax on purchases corresponding to multiple tax rates. Please refer to page 7 for details.

Special exception for calculating the sales tax amount for small and medium business entities

Difficult to small and medium business entities is possible to separate the sales by the tax rate, of the taxable period, in institutions from October
1, 2019 to September 30, 2023, a certain percentage of sales as a target sales of the reduced tax rate you can calculate the sales tax.

* Small and medium business entities are business entities whose taxable sales amount during a base period does not exceed 50 million yen.

* “Difficulties” in special circumstances represent cases in which tax rate-specific management failed regarding sales during the taxable period to which
special treatment applies, where the level of difficulties remains unchanged.

@ Special method of the reduced tax rate purchase ratio of retail, etc. ~ ® Cases with difficulty in calculating the above ratio

Small and medium business entities engaged in wholesale or retail
industry can manage the taxation purchase for each tax rate
multiplied by the proportion of taxable purchases required only to a
sale is subject to the reduced tax rate as a percentage of taxable
sales related to the business, to calculate the revenue to be reduced
tax rate system, you can calculate the sales tax.

@ Special method of the reduced tax rate sales ratio

By multiplying the percentage of the taxable sales are subject to the reduced
rate of the tax same period as a percentage of taxable sales of 10 normal
consecutive business days in taxable sales, to calculate the taxable sales
that is the subject of the reduced tax rate, you can calculate the sales tax.

* 10 normal consecutive business days can be any given 10 consecu-
tive business days when you conduct ordinary business within a
period that you intend to adopt the relevant special exception.

Small and medium business entities that have difficulty in
calculating the reduced sales rate and mainly transfer assets
subject to the reduction may use a rate of 50/100.

* Business entities that mainly transfer assets subject to the reduction
means business entities whose taxable sales subject to the reduced
tax rate account is nearly 50% or more of taxable sales during the
applicable period.

Taxable sales (tax included) subject to the reduced tax rate by
calculation under the special exception.

Taxable sales are
subject to the reduced
tax rate(tax included)

(DThe reduced tax rate purchase ratio of retail, etc,
@The reduced tax rate sales ratio or 350%
(Cases with difficulty in calculating of (1 or @)

Taxable sales
(tax included)

X




About the qualified invoice-based method (the invoice system) (October 1, 2023~)

The qualified invoice-based method (the invoice system) is a method to receive tax credit for consumption tax on
purchases corresponding to multiple tax rates.

To ensure the application of tax credits on purchases under the qualified invoice-based method (the invoice system), in
principle, retention of the following is required: a ledger that contains certain descriptions; and qualified invoice (invoices),
etc. that were issued by “business issuer of qualified invoice.”

Despite that. in case the simplified tax system was chosen or in case the special accommodation of 20% is applied. the
amount of tax payable will be calculated from taxable sales. Therefore, in such cases, retention of a qualified invoice, etc.,
is not a requirement of the tax credit for consumption tax on purchases.

Basic knowledge

B Described items on a qualified invoice
The items that need to be described on a qualified invoice are as follows.

[Entry Items]

OThe underlined items are the extra items to be added to the invoices with extra descriptions.

ORegarding the transactions of retail business, restaurant business, taxi operation business, etc. where
goods or services are sold to many and unspecified people, simplified qualified invoices may be issued
instead of qualified invoices.

Qualified invoice

Simplified qualified invoice

(®Name or title of the qualified invoice issuer and
registration number

@Transaction date

(3Transaction details (indicating that the item is subject
to reduced tax rate)

@Compensation amount totaled separately by tax rate
(Excluding or including tax) and applicable tax rate

(DName or title of the qualified invoice issuer and
registration number

(@Transaction date

(3@Transaction details (indicating that the item is subject
to reduced tax rate)

@Compensation amount totaled separately by tax rate
(Excluding or including tax)

* No specific form is set by
law nor administrative
notice, etc., any document
can be regarded as a
qualified invoice, if needed
items are described therein

(®Consumption tax amount categorized by tax rate*, or
applicable tax rate

(®Consumption tax amount categorized by tax rate*

(®Name or title of the business operator against whom
the invoice is issued

irrespective of its name,
including hand-written one.

A P ® * Fraction treatment for the
- e ) s (x=x=00 “consumption tax catego-
HOOH+ 4*C@ / (28 &EFS  T012345-- XXE11830H FREB AJ : ” s ;
1A% 131.200M @ Bpp— ) 2985 1123456 (D) rized by tax rate” in ®: It is
' allowed only once for each
B1F e &5 ¥108 tax rate, on one qualified
(& = ) 5,000 ! ¥216 invoice.
il mes * w | wo00m| || T - izgg P @ As the fraction treatment
@ e[ sxrest ] 1@ 2000m B %HR | (a2a) method, you may choose
; ; 5 i €, either one of the following at
: : ~_ 15 10% 6% i ion: -up;
pen 000R  ERE 12008 ,0] | | N0, & = your discretion: round-up;
©) Phrremsaseenaes round-down; or 4 vs. 5
s%3i% 40,0001 | &% 3,200 4 BHEY  ¥1,000 .
FEapEas)Y BH W% rounding.
A zowws 800007 J | HEB  8000F3 S
— @ Applicable tax rate or amount of
@ ®H [ * é%ﬁﬁ%ﬁ%] consumption tax, etc. is described.

* Both can be described.

M Once a business operator is registered as a business issuer of qualified invoice {points that require

attention as a seller)

When requested from a taxable person, a business issuer of qualified invoice is required to issue a qualified invoice and retain its
copy. Also, even if the amount of taxable sales during the base period is below 10 million yen, consumption tax must be filed.

B Requirements for purchase tax credit {Points that require attention as a buyer)

In principle, to ensure the application of tax credits on purchases, it is required to retain the ledgers containing descriptions on
certain items as well as the qualified invoices, etc. As a general rule, taxable purchases made from parties other than business
issuer of qualified invoice, such as Tax-exempt business and consumers, are not eligible for tax credit for consumption tax on
purchases.However, the following transitional measure will be effective during the period of October 1, 2023 ~ September 30, 2029:
even for the taxable purchases by anybody other than business issuer of qualified invoice, certain portion of the tax amount equiva-
lent on purchases can be deducted as the tax amount on purchases.

<Certain % of the tax amount equivalent on purchase>
* October 1, 2023 ~ September 30, 2026----+-+- 80% deduction is possible.
» October 1, 2026 ~ September 30, 2029--+--+ 50% deduction is possible.

* To ensure the application of the transitional measure (80% deduction, 50% deduction) for obtaining tax credits on purchases, the
following are required: retain the invoices, etc. that contain the same descriptions as the invoices with extra descriptions to be
received from anybody other than the business issuer of qualified invoice; and retain the ledger that shows a description that the
transitional measure will be applied (stating that the purchases were the taxable purchases subject to the special application of
a 80% deduction or 50% deduction).

* Regarding the business operators of 100 million yen or less in taxable sales amount for the reference period or of 50 million yen
or less in taxable sales amount for a specified period, tax credits on purchases can be applied to them for their taxable
purchases of less than 10,000 yen inclusive of taxes during the period of October 1, 2023 ~ September 30, 2029, only by retain-
ing the ledger that contains certain items (special provisions for small-amount cases). In this case, it is not required to include a
description in the ledger that special provisions for small-amount cases will be applied. Whether it is “less than 10,000 yen
inclusive of taxes” or not is judged by the total amount (including taxes) of taxable purchases (1 transaction).



B Tax amount calculation method
“Accumulation calculation” or “deduction calculation” can be chosen for calculating amount of sales tax and tax amount on
purchases on October 1, 2023, or beyond.
(D “Accumulation calculation” is a method accumulating the amounts of consumption tax, etc. that are described on qualified

invoices.
@ “Deduction calculation” is a method deducting a portion from the aggregate amount of transactions for each applicable tax
rate.
{Amount of sales tax) {Tax amount on purchases)

3 )

(. (.
[Accumulation calculation] [Accumulation calculation] *
Total of the amounts of consumption tax, etc. Total of the amounts of consumption tax, etc.
. A v For tax amounts on purchases, only ) > 1 VS '
described on qualified invoices x 78/100, to |____ “accumulation calculation” described on qualified invoices x 78/100, to
calculate the amount of consumption tax. (This can be applied. ’ calculate the amount of consumption tax.
method can be used only by business issuer of

\guallfled invoice.) ) L )
([Deduction calculation] ) ([Deduction calculation] h

For each taxable base amount (calculated For the total amount of purchase values

from the total amount of tax-included prices for (taxable purchases, as grouped for each tax
p P :
the transfer, etc. of taxable assets, as grouped ‘ For\"vtﬁi)é:g/glsr;t:noge :'2222?183 ==P' rate), multiply it by 7.8/110 (in case a reduced

for each tax rate), multiply it by 7.8/100 (in case tax rate is applied, 6.24/108) to calculate the

a reduced tax rate is applied, 6.24/100) to value.
\calculate the value. ) L )

* Whenever taxable purchases occur, if the amount obtained from the payment for the taxable purchases x 10/110 (in case a
reduced tax rate is applied, 8/108) (if a fraction of less than 1 yen arises, the fraction is rounded down or put subject to 4 vs. 5
rounding) is described (recorded) in a ledger as a suspense payment for consumption tax, etc., total of such amounts x 78/100
is allowed as a method of accumulation calculation for the tax amount on purchases (ledger-based accumulation calculation).

* In case “accumulation calculation” is applied to the tax amount on purchases, the tax amount on purchases for the taxable
purchases, to which the transitional measure (80% deduction, 50% deduction) is applied, as well needs to be calculated per
“accumulation calculation.”

Specifically, whenever there arise taxable purchases to which the transitional measure (80% deduction, 50% deduction) is
applied, the payment price for the taxable purchases x 7.8/110 (if a reduced tax rate is applicable, 6.24/108) will be multiplied
by 80/100 (Note) to get the value. (In case a fraction of less than 1 yen occurs to the amount, apply round-down or 4 vs. 5 round-
ing to the fraction. )

In this process, you may use the following control scheme: segregate the taxable purchases subject to this transitional
measure for adequate management; and implement the above calculation for each of the segregated taxable purchases
midway of a taxation period or at the end of the taxation period.

(Note) This ratio corresponds to the period to which the transitional measure (80% deduction, 50% deduction) is applied. Octo-

ber 1, 2023 ~ September 30, 2026: 80/100 , October 1, 2026 ~ September 30, 2029: 50/100

B About the burden-alleviating measure (special accommodation of 20%) for the small-scale business
operators that become business issuer of qualified invoice

For those who have become taxable person (that is, business issuer of qualified invoice) from Tax-exempt business triggered by the
introduction of the qualified invoice-based method (the invoice system), they may use the amount of tax credits on purchases as the
tax amount after special deductions (that is, equivalent of 80/100 of the residual amount after deducting the total amount of
consumption tax on the value of refund, etc. against the sales revenue from the amount of consumption tax on the total amount of
the taxable base).

In case a Tax-exempt business (including those Tax-exempt business who become taxable person by submitting a choice decision
notification on becoming a taxable business operator for consumption tax [Note 1]) becomes a business issuer of qualified invoice
(Notes 2 and 3), the special accommodation of 20% can be applied to each of the taxation periods of the business issuer of qualified
invoice that include October 1, 2023 and up to September 30, 2026.

(Note 1) The special accommodation of 20% cannot be applied to any tax return for a period including September 30, 2023, or
before (that is, before the qualified invoice-based method [the invoice system] took effect).

(Note 2) In case of a taxable person who becomes a business issuer of qualified invoice, in principle, the special accommodation of
20% can be applied to the following taxation period onward after the taxation period when it became a business issuer of
qualified invoice if its taxable sales amount was 10 million yen or less in the reference period.

(Note 3) In cases business operators become disqualified to enjoy tax exemption irrespective of registered as a business issuer of
qualified invoice or not (for instance, business operators of over 10 million yen in taxable sales amount in the reference
period, new corporations of 10 million yen or more in equity capital, business operators who have reduced the tax amount
on purchases through obtaining fixed assets subject to adjustments or large-amount specific assets, etc.); or in cases a
certain provision is applied to shorten the taxation period to 1 month or 3 months, the special accommodation of 20%
cannot be applied.

B Procedures for registration and application to get registered as a business issuer of qualified invoice
Regarding the procedures for registration and application to get registered as a business issuer of qualified invoice, check the
“Application procedures” at the special corner for the invoice system on the website of the National Tax Agency.

When registered after the assessment by tax office, registration number, etc. are notified to each applicant. At the same time,
information on each registered business operator (in case of a sole proprietor, in principle, name, registration number, and registra-
tion date) will be published on the “Announcement Site of Business Issuers of Qualified Invoice (of the National Tax Agency).”.



Consumption and local consumption taxes
Have all the proper documents necessary for

2 Pl'e pa I'i ng fOI’ you r fi nal retu rn completing your final return form ready in advance.

Basic knowledge

l Document to submit

The following documents must be submitted when filing your consumption and local consumption taxes final return
(not suitable for the simplified tax system).

Regarding the documents to be submitted and how to prepare a tax return when the 20% special deduction is
applied, see the “Guidebook of final tax returns for consumption tax and local consumption tax when the 20%
special deduction is applied.”

Preparation

B Consumption and Local Consumption Taxes Final Return Form (General Form)
(Page 1) and (Page 2)

M [Schedule 1-3] Table for calculating the amount of consumption and local consumption tax and Calculating
the amount of consumption tax representing the local tax base(General Form)

M [Schedule 2-3] Table for calculating the deductible tax on purchases (General Form)

* Sole proprietors filng a return for refund (when a figure is entered in "® Tax refundable for insufficient deduction” of

* When small and medium business entities that have a difficult situation for classifying and tallying tax-included prices
of the transfer, etc. of taxable assets by tax rate adopt a special exception for calculating the tax amount, it is required
to submit final tax returns with the following documents attached there to in accordance with a special exception to
be adopted:

OThe table for calculating the amount of the consideration of the transfer, etc. of taxable assets [for the taxable period in which the
reduced sales rate (10 business days) is used] (for sales classification)

(OThe table for calculating the amount of the consideration of the transfer, etc. of taxable assets [for the taxable period in which the
reduced purchase rate for retail. etc. is used] (for sales classification)

For details, please refer to page 6 of the guide.
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documents you will submit and to calculate
the tax amount, you can download them
from the website of the National Tax Agency
(https://www.nta.go.jp).

Regarding the schedules to be used in the
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The individual number of the person filing the return indicated on the return will be verified at the tax office, so the following

identification document must be presented or a copy attached.

{The individual number card was issued.)

M The individual number card
* When attaching a copy of the individual number card, a copy of the both the front and backside of the card is required.

{The individual number card was NOT issued.)
(DDocuments to verify the Number and @Documents to verify identification

Document to verify | One of the following documents

the Number M Notification card *'
® ﬁﬁ%’ﬁ‘ﬁﬂﬁggﬁgpﬁe M A copy of the resident register
person filing) (limited to that with individual number)
+
Document to verify One of the following documents
identification M Driver's license MPassport
{Documents which verifies | [l Insurance certificate of the National Health
@) | that the individual number Insurance Program *2
on the return is that of the 3 ’ 2. e
person filing) M Physical disability certificate
M Resident card

*1 “Notification card” can be used as an identification document only when its entries (name, address, etc.)
have not been changed, or change procedures have been taken properly.

*2 If you attach a copy, please black out the insurer number and the insured person symbol/number on the copy
to the extent that those cannot be restored.

* When a tax return other than a return for a refund (a return stating the "(® Amount of tax
refundable for insufficient deduction") is submitted (excluding cases where a return is
submitted by an inheritor), the presentation of documents to verify the Number or a copy

attached of said documents may be omitted.

. Documents that help you calculate your tax

As explained in "1. Basic knowledge", there are many differences between income tax and consumption tax.
It is necessary to calculate the amount of transaction subject to consumption tax, based on the separate accounting.
The documents below do not need to be submitted with your return form, however, they may be useful in calculating your taxable

transactions for consumption tax. Please make good use of them.

M Table for calculating taxable transactions (for business income) [Table A]
M Table for calculating taxable sales [Table B]
M Table for calculating taxable purchases [Table C]

* This guide explains how to calculate tax by using the above calculation forms.
Aside from the above, there are also forms for calculating taxable transactions specially made for

real estate income and agricultural income.

Samples for the following are
shown on Page 39 ~ Page 45:
tax return (Page 1 and Page 2);
Schedule (1-3 and 2-3); and
calculation table described on
the left.

You may use such samples to
make drafts.



. For your reference

Use the following documents as reference when completing your final return form. They are most useful when
prepared in advance.

O Document that shows calculation results for Blue return financial statement,
each sale and purchase item statement of revenue and expenditures, etc.
O Documents that itemizes all transactions Ledger, etc.

(Those classified by the applicable tax rate of the
taxable transactions of the consumption tax)

O Document that shows amounts received for Fixed asset register, etc.
transfers or acquisitions of fixed assets

O Document which can confirm the presentation | Postcard or notice
of your notification and the amount of of "Notice of Final Tax Returns"
interim payment
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In case where there are transactions subject to former tax rates N

This “Guide” explains about the case where there are only transactions subject to new tax rates (7.8% and
6.24%) has been conducted during the taxable period for a tax return (in 2023) (the case that is calculated by
using Schedules 1-3 and 2-3). In case where there is a transaction subject to former tax rates (3%, 4% or 6.3%),
it is calculated by using Schedules 1-1, 1-2, 2-1 and 2-2 because calculation methods of the amount of local
consumption tax are different.

These schedules used in this case can be downloaded from the website of the National Tax Agency

(https://www.nta.go.jp).
/

Basic knowledge

Completing your return

Local consumption
tax calculation

Enter the value
inthereturnform
(Page1andPage2)

Filing and paying
Income tax adjustment
Rough draft return form



Consumption and local consumption taxes
This section explains every step in the filing procedure

3 Fi n al retu rn p roced u res from basic calculation method to filing and paying.

l Calculate your consumption tax

Calculate your consumption tax, enter the appropriate figures in @ to (9 of Schedule 1-3 and complete Schedule 2-3.

*Regarding the amount of sales tax and tax amount on purchases for the period starting on October 1, 2023 (when the qualified
invoice-based method [the invoice system] took effect), the calculation method based on “deduction calculation” (whereby deduction
is applied to the total transaction value in the calculation for each applicable tax rate) is hereby shown.

Regarding the calculation method and how to fill in a tax return in case “accumulation calculation” (whereby the amounts of consump-
tion tax, etc. described on qualified invoices are accumulated in the calculation) is applied, see the special corner for the invoice system
on the website of the National Tax Agency.

JIs MM Arrange all taxable transactions in order Please use the table for calculating
taxable transactions (Table A) and the
Enter the amounts by tax rate from ledgers, etc.(separate accounting) to table for calculating taxable sales (Table

table for calculating taxable transactions(Table A). B) to determine your tax base.

S1(=]s#=8 Calculate your total amount of taxable sales

Q. What items are included in the
(Amount __ Non-taxable —_ Taxable sales J amount of sales revenue?

of sales sales,etc. (tax included)
A. The following revenue sources

are included: business income from
product sales, agriculture, etc.;

proceeds from real estate property

Taxable sales X 100 or@ — Tax base sales; proceeds from sales of fixed
(tax included) 108 110 (*rounded down to the nearest ¥1,000) assets for business, etc.

J=]s € Calculate your tax base

SICIR) Calculate your consumption tax Please use the table for calculating

taxable purchases (Table C) to

[ Taxbase X (6.24%o0r7.8% ) = Consumption tax J calculate your total taxable purchases

for each source of income as

determined in the table for calculating
taxable transactions (Table A).

=1=]s#5 Calculate your total taxable purchases

[Amountof __ Non-taxable

purchases purchases,etc. = Taxable purchasesj

Please use the table for calculating
the taxable sales ratio and the
amount of deductible tax on purchases
(Schedule 2-3) to determine the
amount of deductible tax on
purchases.

=3=Te iGN  Calculate the amount of the transfer value of taxable assets, etc.

The amount of
<+ Tax exempted sales = the transfer value
of taxable assets, etc.

Taxable sales
(tax excluded)

=3(=]sA Calculate the amount of the transfer value of assets, etc.

The amount of the transfer + Non-taxable sales = The amount of the transfer
value of taxable assets, etc. - value of assets, etc.

J=1s RS Calculate the taxable sales ratio

Calculations the ratio of the amount of the transfer value of taxable assets, etc. (step 7) to the
amount of the transfer value of assets, etc.(step 6).

The amount of the transfer _._ The amount of the transfer
value of taxable assets, etc. *° value of assets, etc.

= Taxable sales ratio j

=1=ls#= Calculate the consumption taxes on taxable purchase

6.24 6.24
TOt?!):aéggﬁ ggtrj(;g:ses 108 Amount of refund 108 Consumption taxes
of income X 78 | forpurchases X 7.8 = on taxabl h
- or -8 (tax included) orl-S on taxable purchases
(tax included) 110 110

J=1sMI8R Calculate the consumption tax on specific taxable purchase

* Sole proprietors with a taxable sales ratio (step 8) under 95% and have received business-to-business
electronic services need to calculate. See P47 for details.



J=TOMRE Calculate the consumption taxes on taxable freight

* Calculates this item in the event there is an amount of consumption taxes on taxable freight
received from bonded areas.

=Js MR Calculate the consumption tax adjustment if you have been granted or
have lost tax liability exemption

* Sole proprietors classified as Tax-exempt business in 2022 and became Taxable Person in
2023, or Sole proprietors classified as Taxable person in 2023 and will become a Tax-exempt

business in 2024 should adjust the consumption tax levied on inventories.

jizlsM el Calculate the total amount of taxes on taxable purchases, etc.

* Calculate the sum of the "Consumption taxes on taxable purchases"(step 9), "Calculate the
consumption tax on specific taxable purchases"(step 10), "Consumption taxes on taxable
freight"(step 11) and "Consumption taxes adjustment"(step 12).

Consumption taxes on+ Consumption taxes Consumption __ Total amount of taxes on
taxable purchases on taxable freight = taxes adjustment — taxable purchases, etc.

Lo MBS Calculate the amount of deductible tax on purchases

Il The entire amount of taxes on taxable purchases, etc. is deductible if taxable sales amounting to
500 million yen or less during the taxable period and the taxable sales ratio (step 8) is 95% or more.

Total amount of taxes on _ Amount of deductible
taxable purchases, etc. —  tax on purchases

Il If taxable sales amounting to more than 500 million yen during the taxable period or the taxable
sales ratio (step 8) is less than 95%, the amount resulting from one of the following calculation
methods is the amount of deductible tax on purchases.

< ltemized method >

Ve

Portion of the total amount of
taxes on taxable purchases, etc. x Taxable sales | _ deT(?tlth?Ian(;x
required for both taxable and ratio on purchases
non-taxable sales

Portion of the total amount of
taxes on taxable purchases, etc. 4
required only for taxable sales

&

< Proportional method >

Business using the proportional

( Total amount of Taxabl | Amount method must have applied that
taxes on taxable X axara;aiosa €S — of deductible tax method for 2 years or more
L purchases, etc. on purchases consecutively to change to the

itemized method.

* If an adjustment for the consumption tax levied on fixed assets
subject to adjustment is deemed necessary, modify that adjustment
amount and calculate the "Amount of deductible tax on purchases".

Bad debt

No deductions can be claimed for bad
J-]sMWA Calculate the amount of tax adjustment for excess deduction debt unless you have kept ample
documentation that certifies the facts
supporting the writing off of doubtful
receivables and provides clear details
Sy=]sMkSN Calculate the amount of tax on value of refunds, etc. pertaining to the bad debt.

* Calculated only in the event the amount of the deductible tax on
purchases is applicable.

* Calculate if applicable.
PP Q. Please tell me about the cases where

S1=|oMIcl Calculate the amount of tax relating to bad debt ORI DCLTAE,
* Calculate if there is bad debt. A. Tax return for refund is applied in
the following cases: when the tax
=1([of=[88 Calculate the subtotal of deductions amount in interim tax return filing is
larger than that in tax return filing, etc.;
Amount of Amount of tax ~ Amount of Subtotal and when the amount of consumption
deductible tax =+ onvalue + taxrelating = of deductible tax for the taxable purchases, etc. is
on purchases of refunds, etc.  to bad debt tax larger than that for the taxable sales.

I =A B Calculate the balance or the amount of tax refundable for insufficient deduction

Amount of tax adjustment Subtotal of Balance"” or

for excess deduction ~  deductible tax — 1@ refundable for
insufficient deduction

(*rounded down to the nearest ¥100)

Consumption tax -




. Calculate the local consumption tax

Calculate the amount of local consumption tax and enter it in (9 to @ of Schedule 1-3.

1= o W=r=8 Enter the amount of consumption tax representing the local tax base

Sjicls=tel Calculate either the amount of the tax payable or the amount of tax refundable

Balance or 29 Amount of tax payable* or
Tax refundable for X 78 = Amount of tax refundable
insufficient deduction (*rounded down to the nearest ¥100)

l Enter the appropriate figures in the return form(Page 1 and Page 2)

J=[e =28 Enter in the return form(Page 2)

Enter in the return form(Page 2) from Schedule 1-3.

S1=lof=is8  Enter the appropriate figures in (D to (9,09,G9 of the return form(Page 1)

Enter the appropriate figures in the return form(Page 1) from the return form(Page 2) and Schedule 1-3,2-3.

step.26 of the return form (Page 1) Enter the interim payment
=128 () of the return form (Page 1) Calculate the amount of consumption tax payable
Si=eW=iSl (1D of the return form (Page 1) Calculate the amount of refundable interim payment

=jclaf=isB  Enter the appropriate figures in (2 to @ of the return form(Page 1)

Enter the appropriate figures in the return form(Page 1) from Schedule 1-3.

SJ([oRC[08 () of the return form (Page 1) Enter the transferable interim payment
1= REll ) of the return form (Page 1) Calculate the transferable amount of tax payable
Y=o REF=N @ of the return form (Page 1) Calculate the transferable interim payment refundable

step.33 of the return form (Page 1) Calculate the total consumption tax and local
consumption taxes (payable or refundable)

"ADAmount of _y_"@Transferable Tax refundable Refundable "@Amount " @Transferable
ble" b ) forinsufficient == interim == fundable” =+ interim payment
tax payable tax payable deduction” payment" refundable refundable”

= "(@9Total consumption and local consumption on taxes"




l Enter other items

Use the following documents as reference when completing your final return form. They are most useful when
prepared in advance.

* See P34 for details.

. Submit your return form

Details of how to submit the final return form are as follows.
1. File by e-Tax

2. Send it by post or courier ("shinshobin" only) to the Tax office covering your jurisdiction
or the Submission Processing Center applicable to your postal address.

3. Hand it in at the reception counter of the Tax office covering your jurisdiction
* See P37 for details.

. Paying your consumption and local consumption taxes

The payment method is as follows.

1. Tax payment by transfer account
2. Direct Payment (Account transfer via e-Tax)
3. Payment via Internet banking or at ATM
4. Payment by credit card What is tax payment by transfer
account?
5. Payment by smartphone app
. . Tax payment by transfer account is
6. Cash payment at convenience stores using QR code quite a convenient system whereby
7. By presenting cash and your tax payment slip to the financial the tax amount is automatically
AT . . R debited from the deposit or savings
institution or to the Tax office covering your jurisdiction by due i
date for tax payment that was designated in advance. To
* See P37 for details apply for the tax payment by transfer
’ account, please refer to Page 37.
~— About interim filing and payment for 2024 N\

If the final consumption tax amount is more than 480 thousand yen for 2023, you need to file and
pay for Interim return for 2024, in accordance with the following categories.

« "If the amount is more than 480 thousand yen but 4 million yen or less (one interim filing and payment a year)"
Please file and pay for 6/12 of the final consumption tax amount for 2023 and 22/78 of that amount as local
consumption tax by Monday, September 2, 2024.

« "If the amount is more than 4 million yen but 48 million yen or less (three interim filing and payment a year) "
and "If the amount is more than 48 million yen (eleven interim filings and payment a year)"

Please refer to the website of the National Tax Agency (https://www.nta.go.jp) about the due date of filing and
payment, etc.

* Any business required to file interim consumption tax returns must file and pay for 22/78 of the interim payment amount
of consumption tax as the interim payment amount of local consumption tax together with the interim consumption tax returns.

| About voluntary interim return system |

If the final consumption tax amount (excluding local consumption tax amount) in the previous year is 480 thousand yen
or less (without an obligation of interim tax returns) but if you submit a "Notification of filing voluntary interim tax returns"
to the District Director of the Tax office in your jurisdiction at the payment location, you can voluntarily file and pay
for interim tax returns starting for the June interim return period, the last day of which first arrives on and after the
day when the said notification is submitted.

The final day of the target period for the interim tax declaration for 2024 income will be Sunday ,June 30, 2024. There-
fore, if you want the application starting with the interim tax declaration for 2024 income, submit a notice to the District
Director of the tax office in charge by that day.

* Amount of the interim tax to be paid should be 6/12 of the amount of consumption tax in the final tax return of the previous

\ year. When paying the interim consumption tax, you should pay the interim local consumption tax at the same time. y

Consumption tax and local consumption tax are the taxes that will be eventually assumed by
consumers; they have the nature of deposits payable.
Please ensure proper tax return filing and payment within the due date.




Completing @ of the return form
Refer to the example below when

Consumption tax calculation cicuiaing your consumpion tex.

. step.1 Arrange the details of your taxable transactions Use the information appearing in the table

Calculate the total amount of sales (exclude consumption and local consumption for determining the taxability of consump-
taxes) relating to taxable transactions effectuated during the taxable period tion tax transactions on P46, which provides
(January 1st to December 31st, 2023). a standard for determining whether or not a

Use the table for calculating taxable transactions (Table A) (P39). Sl ez [ bl

step.1-1 Enter the amounts by tax rate from ledgers, etc.(separate accounting) to column A of

the table for calculating taxable transactions(Table A). In the case of income derived from
* In case you become a taxable person midway of a year after the registration as a business issuer agriculture or real estate, arrange the
of qualified invoice, entries are made based on the transaction amounts during the period as a details of your taxable transactions
taxable person (for instance, if you become a taxable person from October 1, 2023, the target : ;
period will be from October 1, 2023, to December 31, 2023). using the table for calculating taxable
In this case, regarding the calculation method for consumption tax and how to fill in a tax return, transactions for each source.

see the special corner for the invoice system on the website of the National Tax Agency.
step.1-2 Enter the portion of the amounts in column A that is not related to taxable transactions in column B.

step.1-3  Calculate the amounts in column A that represent taxable transactions (amount of taxable transactions; the difference between the values in A and
B) and enter the result in column C.

step.1-4  Enter the 6.24% tax rate applicable in column D(enter the transitional measure (80% deduction) applicable in column E), and the 7.8% tax rate
applicable in column F(enter the transitional measure (80% deduction) applicable in column G) from column C.

Example: Kouno Store

The following is an example of how to complete the Consumption and local consumption taxes final return form.

Kouno Store is business that sells merchandise retail.

O Its income for 2023 was limited to business income derived from retail sales and the sale of fixed business
assets (capital gains).

O lts taxable sales for 2021, its base period, was ¥19,951,456. It is a Taxable person for 2023.

O lts entries pertaining to consumption and local consumption taxes were effectuated using the "tax included
accounting method" (P38).

O It was a Tax-exempt business in 2022.

O The following(P17) represents the results taken from ledgers, etc.(separate accounting) entered in the table for
calculating taxable transaction.
The following are special mentions concerning consumption and local consumption taxes.

* ¥350,000 worth of sales from beer coupons (Non-taxable transaction) is included in its total sales (revenue) of ¥22,730,000.
Of the sales amount ¥22,380,000, the taxable transactions, tax rate 6.24% applicable amount is ¥13,110,000, tax rate 7.8%
applicable amount is ¥9,270,000.

* Its initial inventory which is all from taxable transaction (7.8% tax rate applicable) was purchased when it was a Tax-exempt business.

* The purchase of ¥320,000 of beer coupons (Non-taxable transaction) is included in the amount of purchases of ¥14,920,000.
Of the purchases amount ¥14,600,000, the taxable transactions, tax rate 6.24% applicable amount is ¥8,700,000, tax rate
7.8% applicable amount is ¥5,900,000.

* The following expenses are those relating to all taxable transactions, breakdown the amount of each applicable tax rate is as follows.

Subject Total 6.24% tax rate applicable 7.8% tax rate applicable
Utilities ¥105,000 ¥0 ¥105,000
Travel expenses ¥69,000 ¥0 ¥69,000
Communication costs ¥167,000 ¥0 ¥167,000
Advertising expense ¥96,000 ¥0 ¥96,000
Entertainment fee ¥76,000 ¥16,000 ¥60,000
Repair costs ¥121,000 ¥0 ¥121,000
Supplies expense ¥201,000 ¥0 ¥201,000
Miscellaneous Expenses ¥48,000 ¥20,000 ¥28,000

+ Welfare expenses such as for worker's compensation and unemployment insurance of ¥81,000 are all covered by the employer.

* Employee commuting expenses of ¥33,000 are included in the ¥1,233,000 salary expenses.

*Land and house rents of ¥120,000 are all land rent (Non-taxable transaction).

+ Outsourcing fees ¥1,650,000 were paid in the period between October and December 2023.
In this case, the contractor was a non-business issuer of qualified invoice. However, the entity satisfied the requirements to
apply the transitional measure (80% deduction).

+ Other items include refurbishing costs, ¥600,000 for shutters and ¥310,000 for display shelves.

* A delivery vehicle was sold for ¥280,000.

O There are returns, discounts and rebates relating to sales and purchases, however, the accounting method
used directly deducted these amounts from the sales amount or purchases amount.

O Regarding the amount of sales tax and tax amount on purchases for the period from October 1, 2023, to
December 31, 2023, deduction calculation is applied.

O Regarding the taxable purchases from among the expenditures for procurement, expenses, etc. for the period from October 1,
2023, to December 31, 2023, they satisfied the requirements to secure the application of tax credits on purchases (retention of
qualified invoices, etc. issued by business issuers of qualified invoice, etc.), except for the above outsourcing fees.



Example of Table A: Kouno Store

step.1-1 step.1-2 step:1;3|2mstax step.1-4 Table A
(B 5 F5) ( ETEE ) EEF R ‘K
P ADSLIEBMEI7 | B E —aaEE TEEEE S
e R BEED041) (A-B) A T i
A [z] B A = &) = A E 5l £ & g 5] g
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I step.2 Calculate your total amount Example of Table B: Kouno Store

of taxable sales step.2-1
Use the table for calculating taxable sales Enter ¥ 22,380,000 (Table A, column C, @) in @ of Table B.
(Table B)(P40). .
Enter ¥ 73,770,000 (Table A, column D, @) in (1)(6.24% tax rate
step.2-1 applicable) of Table B.

Enter the values appearing in (D(column C to G) of the

table for calculating taxable transactions

(for business income; Table A).

— Enter them in D of Table B, respectively.
step.2-2

Enter the values appearing in @(column C to G) of the

table for calculating taxable transactions (for agriculture

Enter ¥ 9,270,000 (Table A, column F, @) in ()(7.8% tax rate
applicable) of Table B.

step.2-5

The sale of a delivery vehicle is treated as a transfer of a fixed
business asset.

income). The balance of taxable sales is obtained as follows.
—> Enter them in @ of Table B, respectively. ¥.280,000 — ¥0 = ¥ 280,000
step.2-3 Enter ¥ 280,000 in @ and ® of Table B.
Enter the values appearing in @(column C to G) of the Enter ¥ 280,000 in @ and (9)(7.8% tax rate applicable) of Table B.
table for calculating taxable transactions (for real estate
income).
— Enter them in ® of Table B, respectively. step.2-6
step.2-4 The total amount of taxable sales is obtained as follows.
If there are taxable sales relating to other sources of ¥22,380,000 + ¥ 280,000 = ¥ 22,660,000
income, describe the name of income in the space () of a .
Table B (3), enter the amount of revenue and the portion Bl v Rl EppREble S D
of that amount excluded from taxable sales and then 7.8% tax rate applicable
calculate the difference. ¥ 9 270.000 + ¥ 280,000 = ¥ 9,550,000
— Use @ to (6 of Table B.
step.2-5

If there are taxable sales relating to income derived from
the transfer of fixed business assets enter the amount of
capital gains and the portion of that amount excluded from
taxable sales and then calculate the difference.

— Use @ to (@ of Table B.

step.2-6

Calculate your total taxable sales.
— Use (9 of Table B.



. step.3 Calculate your tax base Example of Table B: Kouno Store

step.3-1 step.3-1

Multiply the total amount of taxable sales (Table B (D) of Table B is obtained as follows.
column (9) by 100/108 or 100/110; and calculate 00
the total amount of sales related to taxable trans- ¥13,770.000 X 108 — ¥ 12,138,686

actions for each of the categories (at differing tax (Enter in M-1(column A) of Schedule 1-3)
rates). Then, enter them in Table B columns @) i i
and (2 respectively. (@ of Table B is obtained as follows.
Enter this calculation result in column (-1 of ¥ 9550000 X—e 100 _ =¥ 8687878
Schedule 1-3. . 110 —
. ) ) (Enter in M-1(column B) of Schedule 1-3)
If using the "tax excluded accounting method(P38)",
calculate your tax base by adding the amount of Total amount is obtained as follows.
temporary received consumption tax, etc. relating ¥ 72 1738,888 + ¥ 8,687,878 = ¥ 20,820,706

to taxable sales to your total amount of taxable
sales and multiplying the resulting figure by
100/108 or 100/110.

(Enter in M-1(column C) of Schedule 1-3)

step.3-2
( - ) Round down the figure(step 3-1) to the nearest ¥1,000 to obtain
6.24% tax rate applicable e Er Fee
Taxable sales oo 100 100 — — (1)-1A Tax base Enter in @ of Schedule 1-3.
(tax included) “* 108 ¥ 72.138.888 wp ¥ 12.138.000

7.8% tax rate applicable (Enter in M(column A) of Schedule 1-3)

Taxable sales % 100 100 — (D-1B Tax base ¥ 8,687,878 wp ¥ 8,687,000

(tax included) 110 (Enter in M(column B) of Schedule 1-3)
~ - Total amount of tax base is obtained as follows.
step.3-2 ¥ 72,138,000 + ¥ 8,687,000 = ¥ 20,819,000
Enter the calculation result for step 3-1 in (O of (Enter in M(column C) of Schedule 1-3)
Schedule 1-3 rounding the figure down to the The table for calculating taxable sales for Kouno Store is as follows.

nearest ¥1,000.
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3l b (@©—6) )
—
4 2 SO & W [P 5 EWEFS LB E R
4) R EEOTEEITHCAR D IBLE Lid Bl 6. 200 T s
—
SR B OB b o) 280,000 280,000
D05 b, MBI R DR b0 o) step.2-5
BB LS (D-®) o) 280,000 280000 | |

|\5 BB LA iHg
(D+@+0+0+®)

O

22,660,000 13,110,000 9,550,000 ‘:] step.2-6
I

\‘\’6' ERBLEE PE O RIE S O XHE OO TG

(mmﬁm*mmr S)
DL 300 LAl
13,110,000 9 100/108 B (13 300 T AR~
D) (*%WFH)HQ%GV)@ A~ 12.138.888
g 2 0 it B
I LRt LT
TR step.3-1
9,550,000 (4« Hil 300— 1 B~
’ ' [ X100/110 ARBLT) {122 4 wn 1 B~
e @) (wm@mmmm 8,681,818
(‘N 3y o, @ 7. 81 !}?M/ gkz il
Pl RN it el

* In case you become a taxable person midway of a year after the registration as a business issuer of qualified invoice, entries
are made based on the transaction amounts during the period as a taxable person (for instance, if you become a taxable
person from October 1, 2023, the target period will be from October 1, 2023, to December 31, 2023).

In this case, regarding the calculation method for consumption tax and how to fill in a tax return, see the special corner for
the invoice system on the website of the National Tax Agency.



. step.4 Calculate your consumption tax

Calculate the amount of a consumption tax by
multiplying the " Tax base" of Schedule 1-3 by
the consumption tax (national tax) rate of 6.24%
or 7.8%. Enter the calculation result in @ of
Schedule 1-3.

4 N\

6.24% tax rate applicable

(DATax base X 6.24% = (2A Consumption tax

7.8% tax rate applicable
(DB Tax base X 7.8% = @B Consumption tax

A\ J

Example: Kouno store

The amount of consumption tax is obtained as follows.

6.24% tax rate applicable

¥72 738,000 X 6.24% = ¥ 757,477
(Enter in @(column A) of Schedule 1-3)

7.8% tax rate applicable
¥ 8,687,000 X 7.8% =¥ 677118
(Enter in @(column B) of Schedule 1-3)

Total amount of consumption tax is obtained as follows.

¥ 757,471 + ¥ 677718 = ¥ 1,434,529
(Enter in @(column C) of Schedule 1-3)

*When applying method for calculating consumption tax on the tax base, please refer to D on Page 34.

* Regarding the amount of sales tax for the period starting on October 1, 2023 (when the qualified invoice-based
method [the invoice system] took effect), the calculation method based on “deduction calculation” (whereby
deduction is applied to the total transaction value in the calculation for each applicable tax rate) is hereby shown.
For the calculation method and how to fill in a tax return when the “accumulation calculation” (whereby amounts
of consumption tax, etc. described on qualified invoice are accumulated in the calculation) is applied, see the

special corner for the invoice system on the website of the National Tax Agency.

Example: Kouno store

To the following is an example of Schedule 1-3 filled in with results of calculations effectuated up to this point.

Below is a review of those calculation results.

F4-(9) 5
ft&1—-3 BILFHBEBEHER K HHFEBBOBEBIEREL2HHESAEE
BwmoOos oM oM 5.1 -1~ 5-12 «31 K4 X x4 Taro Kouno
BioE 624 % W A o Bk 78 % @ M & 7 C
X 7z
A B (A+B)
2] A[3% —ROOM~ ™)
"B R ® HO 12,138, 000 8,681, 000 20,819, ooo| ||StER-3-2
o o [P Foom~ FE—ROOM~ RO~ =
E W OE O GE
o T T 12,138,888 8,681,818 20,820,706 | ||step.3-1
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% 2 X %l o 2
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step.5 Calculate your total taxable
purchases

Use the table for calculating taxable purchases
(Table C) (P41) for calculating the taxable purchases

step.5-1
Enter the values in the table for calculating taxable purchases
(Table C) based on the figures appearing in the table for
calculating taxable transactions (for business income; Table
A, @3, column C to G)
— Use @ of Table C.

step.5-2
Enter the amount appearing in the table for calculating taxable
transactions (for agriculture income, 3, column C to G)
— Use @ of Table C.
step.5-3
Enter the amount appearing in the table for calculating taxable

transactions (for real estate income, @4), column C to G)
— Use (@ of Table C.

Example of Table C: Kouno Store

step.5-1
Enter ¥ 77,766,000 (Table A, column C, 63)
in @ of Table C.

Enter ¥ 8,736,000 (Table A, column D, G9)
in W(Taxable purchases to which the 6.24%
tax rate applicable) of Table C.

Enter ¥ 6,780,000 (Table A, column F, G9)

in @(Taxable purchases to which the 7.8%
tax rate applicable) of Table C.

Enter ¥ 7,650,000 (Table A, column G,39)

in @(Taxable purchases to which the transitional
measure(80% deduction) applicable in 7.8%

tax rate applicable)of Table C

Completing your return

Calculation
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step.5-4
If there are taxable purchases relating to other sources of income,
describe the name of income in the space () of Table C, enter
the amount of purchases and the portion of that amount excluded
from taxable purchases and then calculate the difference.
— Use @ to (® of Table C.

step.5-5
If there are taxable purchases relating to the acquisition of
fixed business assets, enter the acquisition cost and the
portion of that amount excluded from taxable purchases and
then calculate the difference.
— Use @ to @ of Table C.
*When you apply for the provision for restriction on purchase tax

credit pertaining to acquisition of residential rental building (P47),

enter amount added acquisition costs for such residential rental
building in the column (® of [Table C].

step.5-6
Calculate your total taxable purchases.
— Use (0 of Table C.

step.5-7

Calculate the consumption taxes on taxable purchases by
multiplying your total amount of taxable purchases by
6.24/108 or 7.8/110.

If there are any taxable purchases to which the transitional
measure (80% deduction) is applicable, total amount of the
taxable purchase amounts is multiplied by 6.24/108 or
7.8/110, to calculate the amount of consumption tax for the
taxable purchases segregated for each tax rate; then,
respective amount will be multiplied by 80/100 (80%) to get
the value.

— Use @) to 4 of Table C.

Regarding the tax amount on purchases for the period
starting on October 1, 2023 (when the qualified invoice-
based method [the invoice system] took effect), the calcula-
tion method based on “deduction calculation” (whereby
deduction is applied to the total transaction value in the
calculation for each applicable tax rate) is hereby shown.
Regarding the calculation method and how to fill in a tax
return, in the case the “accumulation calculation” (whereby
the amounts of consumption tax, etc. described on qualified
invoices are accumulated in the calculation) is applied, see
the special corner for the invoice system on the website of the
National Tax Agency.

step.5-5
The cost for shutter and display shelves incurred
when refurbishing the store is considered an
acquisition of fixed business assets.

The balance of taxable purchases is obtained as

follows.
¥ 970.000 — ¥

0=¥%970,000

Enter ¥ 970,000 in @ and @ of Table C.

Enter ¥ 970,000 in @ and

(9)(7.8% tax rate applicable) of Table C.

step.5-6
The total taxable purchases is obtained as follows.

¥77,166,000 +

¥ 970,000 = ¥18,076,000

Enter ¥ 78,076,000 in (0 of Table C.

Taxable purchases
¥ 8,736,000

Taxable purchases

to which the 6.24% tax rate applicable

to which the 7.8% tax rate applicable

¥6,780,000+ ¥ 970,000 = ¥ 7,690,000

Taxable purchases to which the transitional measure

(80% deduction)
rate applicable
¥ 7,650,000

step.5-7
(D to 9 of Table C are obtained as follows.

0:¥ 8,736,000 x

@:¥ 7690,000

@:¥ 7,650,000

¥ 777,000 X

applicable in 7.8% tax

6.24 _

824 — ¥504.746
x T8 = ¥545290
x T8 =x117000
% = ¥93,600

The table for calculating taxable purchases for
Kouno Store is as follows.

Table C
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)
o o m [ JoEEER 5 & BURBLET, SOy
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* In case you become a taxable person midway

of a year after the registration as a business
issuer of qualified invoice, entries are made
based on the transaction amounts during the
period as a taxable person (for instance, if
you become a taxable person from October 1,
2023, the target period will be from October 1,
2023, to December 31, 2023).
In this case, regarding the calculation
method for consumption tax and how to fill in
a tax return, see the special corner for the
invoice system on the website of the National
Tax Agency.



For calculation in steps 6 to 17, please use the table for calculating the taxable sales ratio and deductible

tax on purchases (Schedule 2-3) (P43).

step.6 Calculate the amount of the transfer
value of taxable assets, etc.

step.6-1
Enter your taxable sales, Tax-exempt sales, exports of
Non-taxable assets, etc. in the table for calculating the
taxable sales ratio and deductible tax on purchases (Schedule
2-3).
— Enter the values in @M to 3 of Schedule 2-3.

step.6-2
Calculate the amount of the transfer value of taxable assets,
etc. (sum of M to 3 of Schedule 2-3).
—Enter the calculation resultin @(column C) of Schedule
2-3.

step.7 Calculate the amount of the
transfer value of assets, etc.

step.7-1
Enter the amount of the transfer value of taxable assets, etc.
(step 6-2) and the Non-taxable portion of each type of income
listed in Table A not considered taxable sales.
— Enter the values in ® to ® of Schedule 2-3.

step.7-2
Calculate the amount of the transfer value of assets, etc.
(sum of (3 and (& of Schedule 2-3).
— Use @ of Schedule 2-3.

. step.8 Calculate the taxable sales ratio

Divide the amount of the transfer value of taxable
assets, etc. (taxable sales; step 6-2) by the amount
of the transfer value of assets, etc. (total sales; step
7-2).

(Note) Fractions of taxable sales ratio are, in principle, not
processed, but are allowed to be rounded down at any
decimal point.

— Use ® of Schedule 2-3.

step.9 Calculate the consumption taxes
on taxable purchases

Enter the total taxable purchases (tax included)
calculated in Table C (Table C (9) for the amount of
expenses (tax included) relating to taxable
purchases and enter the value in D to (4 of Table
C for the amount of consumption taxes on taxable
purchases.

— Enter the values in (@ to 42 of Schedule 2-3.

Example: Kouno store

step.6-1
Enter ¥ 72,738,888 (Table B, 1)) in M(column A)
of Schedule 2-3.
Enter ¥ 8,687,878 (Table B, @) in M(column B)
of Schedule 2-3.

Enter ¥ 20,820,706 in W(column C) of Schedule 2-3.

step.6-2

The amount of the transfer value of taxable assets,
etc. is obtained as follows.
¥ 20,820,706 + ¥ 0+ ¥ 0 =¥ 20,820,706

step.7-1
Enter ¥ 20,820,706 (Schedule 2-3, @(column C))
in ®(column C) of Schedule 2-3.

Enter ¥ 350,000 (Table A, W(column B)) in ®
(column C) of Schedule 2-3.

step.7-2
The amount of the transfer value of assets, etc. is
obtained as follows.
¥ 20,820,706 (transfers of taxable assets) +
¥ 350,000 (non-taxable sales) = ¥ 27,770,706

step.8

The taxable sales ratio is obtained as follows.
¥ 20,820,706 (transfers of taxable assets) +—
¥ 27,770,706 (transfers of assets) = 98.3 %

step.9

Enter ¥ 8,736,000 (Table C, (9(Taxable purchases to

which the 6.24% tax rate applicable)) in @ (column A)
of Schedule 2-3.

Enter ¥ 7,690,000 (Table C, (9(Taxable purchases to

which the 7.8% tax rate applicable)) in ®(column B)
of Schedule 2-3.

Enter ¥ 7,650,000 (Table C, (9(Taxable purchases to

which the transitional measure (80%deduction)

applicable in 7.8% tax rate applicable)) in (D(column B)

of Schedule 2-3.
Enter ¥ 504,746 (Table C, @) in @(column A)
of Schedule 2-3.

Enter ¥ 545,290 (Table C, @) in @9(column B)
of Schedule 2-3.

Enter ¥93,600 (Table C, @) in @) (column B)
of Schedule 2-3.

Enter ¥ 76,426,000 (Sum of ®(column A)
and ©(column B)) in ©)(column C) of Schedule 2-3.

Enter ¥7,050,036 (Sum of (9(column A)
and @9(column B)) in @(column C) of Schedule 2-3.

Enter ¥7,650,000 (Sum of ()(column A)
and @)(column B)) in @)(column C) of Schedule 2-3.

Enter ¥93,600 (Sum of @(column A)
and @(column B)) in @)(column C) of Schedule 2-3.

Completing your return

Calculation
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l step.10 Calculate the consumption tax on Specific taxable purchases

Sole proprietors with a taxable sales ratio (step 8) under 95% and have received business-to-business electronic services needed
to calculate.

— Use @ and (9 of Schedule 2-3.

l step.11 Enter the amount of consumption tax relating to taxable freight

Enter the amount of consumption tax levied, or the amount of any that should be levied, on taxable freight retrieved from bonded
areas.

* The amount of local consumption tax is excluded.

— Enter the value in @ of Schedule 2-3.

step.12 Calculate the consumption tax adjustment if you have been granted or have lost tax
liability exemption status

It should be add when corresponding to A, and should be subtract when corresponding to B

A Amount of consumption tax adjustment if you were a Tax-exempt business in 2022 and became Taxable person in 2023

6.24% tax rate applicable

Expenses incurred for the acquisition of items relating to taxable

purchases (6.24% tax rate applicable) for the portion of inventory % B6.24 __ (9A Amount of consumption
held on December 31st, 2022 transferred in Japan within the 108 — tax adjustment
taxable period during which you were Tax-exempt business

— Enter the value in @9(column A) of Schedule 2-3.

7.8% tax rate applicable

Expenses incurred for the acquisition of items relating to taxable
purchases (7.8% tax rate applicable) for the portion of inventory % 7.8 __ (B Amount of consumption

held on December 31st, 2022 transferred in Japan within the 110 tax adjustment
taxable period during which you were Tax-exempt business

— Enter the value in (9(column B) of Schedule 2-3.

(Note) In case you become a taxable person midway of a year after the registration as a business issuer of qualified invoice, adjustment
calculation is made for the inventory assets held on the day preceding the registration date (it is on September 30, 2023, if the
registration date is October 1, 2023).

B Amount of consumption tax adjustment if you were a Taxable person in 2023 and became Tax-exempt business in 2024

6.24% tax rate applicable

Expenses incurred for the acquisition of items relating to taxable
purchases (6.24% tax rate applicable) for the portion of inventory

6.24 __ (9A Amount of consumption
held on December 31st, 2023 transferred in Japan in 2023 108

tax adjustment

— Enter the value in (9(column A) of Schedule 2-3.

7.8% tax rate applicable

Expenses incurred for the acquisition of items relating to taxable .
purchases (7.8% tax rate applicable) for the portion of inventory X /8 — Gl Ar?ountdgf c;onsutmptlon
held on December 31st, 2023 transferred in Japan in 2023 110 ax adjustmen

— Enter the value in @9(column B) of Schedule 2-3.

Example: Kouno store

step.12
Calculate the consumption tax adjustment necessary in the event Kouno store became a taxable
business newly in 2023 losing its tax liability exemption status.
The amount of consumption tax adjustment is obtained as follows.

¥ 1,741,000 (initial inventory) x% = ¥ 123,452

Accordingly, ¥123,452 is specified in (9 (Column B) of Schedule 2-3 .




step.13 Calculate the total amount of Example: Kouno store
taxes on taxable purchases, etc.

step.13
Calculate the sum of the consumption taxes on The total amount of taxes on taxable purchases, etc.
taxable purchases (step 9), consumption taxes on is obtained as follows.

Specific taxable purchases (step 10), the consump- . -
tion tax relating to taxable freight (step 11), and the 6.24% tax rate applicable
amount of consumption tax adjustment (step 12). ¥ 504,746 +¥0+ %0+ %0 =¥ 504,746

— Use @) of Schedule 2-3. (Enter the value in @(column A) of Schedule 2-3)

7.8% tax rate applicable

I step.14 Calculat;‘a the deductible tax ¥545.200 + ¥ 93,600 + ¥ 0+ Y0+ ¥ 123,452 PR—
on purchases — ¥ 762 342
—s Use (9 to @ of Schedule 2-3. (Enter the value in @(column B) of Schedule 2-3)
A If taxable sales amounting to 500 million yen or less during Total amount of taxes on taxable purchases, etc.
the taxable period and the taxable sales ratio (step 8) is 95% ¥ 504,746 + ¥ 762 342 = ¥ 1,267,088
or more, the total amount of taxes on taxable purchases, etc. (Enter the value in @(column C) of Schedule 2-3)
is completely deducted.
Deduct the entire amount of consumption taxes on SRR
taxable purchases. Taxable sales amounting to 500 million yen or less
during the taxable period and the taxable sales
Total amount of taxes on _ Amount of deductible ratio is 95% or more (step 8: 98.3%), therefore, the
taxable purchases, etc. —  tax on purchases total amount of taxes on taxable purchases, etc.
effectuated by Kouno Store is completely deducted.
B If taxable sales amounting more than 500 million yen during (Enter the amount of @) of Schedule 2-3 in (8 and
the taxable period or the taxable sales ratio (step 8) is under of Schedule 2-3.)

95%, calculate using either of the following methods.

<Iltemized method>

This method is used to calculate the consumption taxes on taxable purchases by
separating it into 3 classifications: the amount required only for taxable sales
(including Tax-exempt sales), the amount required only for non-taxable sales and
the amount required for both.

Portion of the total Portion of the total amount of
amount of taxes on taxable + taxes on taxable purchases, etc. % Taxable sales = Amount of deductible
purchases, etc.that is required that is required for both taxable ratio tax on purchases
only for taxable sales and non-taxable sales

<Proportional method>
This method is used to calculate the deductible tax on purchases by multiplying
the consumption taxes on taxable purchases by the taxable sales ratio.

Total amount of taxes on Taxable sales Amount of deductible
taxable purchases, etc. ratio — taxon purchases

* Business using the proportional method must have applied the method for 2years
or more consecutively to change to the itemized method.

23



J step.15 Adjust the amount of deduction

24

— Use @ to @) of Scheduled 2-3.
An adjustment of the amount of deduction is necessary if either of the following conditions apply to your circumstances.

A If the amount of consumption tax relating to acquired fixed assets subject to adjustment was deducted in your 2021 consumption tax return as per the
following stipulations resulting in a significant change in the average taxable sales ratio, calculate the amount of adjustment and enter the result in @ of
Schedule 2-3.

*The entire amount was deducted due to a taxable sales ratio of 95% or more

* Based on the itemized method, the deduction was made as taxable purchases corresponding
to both taxable and Non-taxable sales

*The deduction was made based on the proportional method

B Sole proprietors using the itemized method who have changed the application of acquired fixed assets subject to adjustment as per the following stipulations
within 3 years of acquisition should calculate that amount of the adjustment and enter the result in @9 of Schedule 2-3.
*The application of the fixed assets was changed from taxable sales only to Non-taxable sales only
*The application of the fixed assets was changed from Non-taxable sales only to taxable sales only

What is fixed assets subject to adjustment?

Fixed assets subject to adjustment are assets excluding inventory assets, such as buildings (includ-
ing attached facilities),machinery and equipment, vehicles and conveyance equipment, tools,
fixtures, etc., purchased for 1 million yen or more (tax excluded) per single transaction.

C If either of the following conditions apply to the residential rental building to which restriction on purchase tax credit pertaining to acquisition of residential
rental building*1, calculate its adjustment amount and enter it in the column @ of the Schedule 2-3.
*In case where that residential rental building was owned on the last day of the taxable period in the third year*2, and all or part
of that residential rental building was used for taxable rent*3 during the adjustment period*4.
*In case where all or part of the residential rental building was transferred to another person during the adjustment period.

* 1 Please see P47.

2 The taxable period in the third year means a taxable period that includes the day on which three years have elapsed from
the first day of the taxable period containing the date of purchase, etc. of the residential rental building.

3 Use for taxable rent means use for lease other than lease of a residential house deemed non-taxable.

4 The adjustment period means a period from the date of purchase, etc. of the residential rental building to the last day of the
taxable period in the third year.

5 For details, please read the leaflet, “Information on the Revision of the Consumption Tax Act (April 2020)” (in Japanese)
posted on the website of the National Tax Agency (https://www.nta.go.jp).

l step.16 Amount of the deductible tax on purchases

— Use @9 of Scheduled 2-3.

Calculate the difference between the amount of deductible tax on purchases (step 14) and the adjustment amount of the

deductible tax (step 15).
If the result is positive, it represents your deductible tax on purchases (@), Schedule 2-3). Enter it in @ of Schedule 1-3.
If the result is negative, proceed to step 17.

l step.17 Calculate the tax adjustment for excess deductions

If the calculation result (step 16) is negative, enter that figure in @ of Schedule 2-3.

In the event accounts representing the sale of merchandise or the provision of services are unrecoverable and become bad
debt, the amount of consumption tax included in those accounts receivable that became bad debt (herein, "bad debt") can
be deducted from the amount of consumption tax levied on the tax base. If you have recovered previously deducted bad debt
during the 2023 taxable period in whole or in part, calculate the consumption tax included in the recovered bad debt. Enter
the calculation result in @ of Schedule 2-3.

( N\

6.24% tax rate applicable

Total amount of recovered bad debt X —?'24 — ®AAmount of consumption tax

08 ~ relating to recovered bad debt
7.8% tax rate applicable

7.8 _ @B Amount of consumption tax
Total amount of recovered bad debt X m = relating to recovered bad debt




Example of Schedule 2-3: Kouno Store

Kouno Store's table for calculating the taxable sales ratio and deductible tax on purchases is as follows.

H54-(10) 54k
fH#%2—3  BWBIFE LEIA R REABBEOHER
[ | 51+ 1~ 512+ 31 K4 XX 4 Taro Kouno
5 H Bl ok 624 % @ M B K 18 % # M HE B C
) A B (A+B)
E] E] [Z]
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BOBLOE bk EOA RN 9% % Mok o B oA 504.746 762.342 1267088 step.14-A
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}E [S,% ;(T % ﬁ‘ A m ?E AT R 1-30@AM~ MR 1-30ODBH~
step.16
%= (B, @XI@DEHH) + @+ A+ @) 13T TADRK @ 004,746 762,342 1,267,088 P
’3| }.% i‘»% i@ * T e m ﬁﬁ SR 1-3D@ AR~ KA RI-3DQBHH~
(B, OXTRDEHH) + @+ @+ @) 13~ AT ADKE @
SRR I-3D@ AR~ AR 1-30@ B~ SteD"I 7
SO 5 W O# OB MO
e é m&i;‘rgﬁ?ﬁﬁﬁﬁm@%% DEFNHHEE (HEAHEORR S O SHEEASEHOEHEMEL TOHHEEI ) I, ZOSEA RGO SEA TS,
3 R LI, FTGBLE SO I AUIET Sk CER2BEERE155) MRAIE62% L B3 R0 MHLH A2,
(R5.10. 1Lk 8 #¢ T 3RBURA)

Completing your return

Calculation
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l step.18 Calculate the amount of tax on value of refunds, etc.

If there were any returns, discounts or rebates charged against goods sold or provision of services, calculate the consumption
tax relating to those amounts and enter the result in ®-1 and ® of Schedule 1-3.

PZVRCYIEIE  Amount of returns, x 6.24 _ ®-1A Amount of tax on value
applicable discounts or rebates 108 of refunds, etc.

EZETREE  Amount of returns, s 7.8 _ ®-1B Amount of tax on value
Y= discounts or rebates 110 of refunds, etc.

*If there is a value entered in ®-1 and & of Schedule 1-3, it represents the amount of the transfer value of taxable assets, etc. in
step 6 of P21 minus the amount of returns, discounts and rebates multiplied by 100/108 or 100/110.

*If taxable sales account for less than 95%, when specific taxable purchases were returned or specified taxable purchases were
put subject to discount or rebate, please calculate the amount of consumption tax relating to the return, etc. and enter it in & -2 of
Schedule 1-3; then, enter the total of the value and thatin ® -1 in .

This calculation is not necessary if, as shown in the example, applying an accounting method that directly deducts any returns,
discounts or any other charges relating to sales from the amount of sales.

. step.19 Calculate the amount of tax relating to buy bad debt

In the event accounts representing the sale of merchandise or the provision of services are unrecoverable and become bad
debt, the amount of consumption tax included in those accounts receivable that became bad debt ("bad debt") can be deducted
from the amount of consumption tax levied on the tax base. Enter the result in ® of Schedule 1-3.

No deductions can be claimed for bad debt unless you have kept ample documentation that certifies the facts supporting the
writing off of account receivables and provides clear details pertaining to the bad debt.

CRZVACIIED  Amount relating o 6.24 _ ®A Amount of tax relating
applicable to bad debt 108 to bad debt

Amount relating X 7.8 — (©B Amount of tax relating
applicable to bad debt 110 to bad debt

No calculations are necessary for 3, (5, or (® in Schedule 1-3 pertaining to the amount of tax

on recovered bad debt, refunds and other charges and bad debt described below.

* Recovered account receivables relating to taxable sales effectuated as a Tax-exempt business
* Returns,discounts,etc. relating to taxable sales effectuated as a Tax-exempt business

+ Account receivables relating to taxable sales effectuated as a Tax-exempt business

+ Bad debt resulting from receivables other than those relating to taxable sales



l step.20 Calculate the subtotal of deductible tax

Calculate the "@Subtotal of deductible tax" by adding the "@Amount of deductible tax on purchases", the
"(®Amount of tax relating to refunds and other charges" and the "®Amount of tax relating to bad debt". Enter
the result in @ of Schedule 1-3.

"@Amount of "®Amount of tax "®Amount of tax __ "@Subtotal of
deductible tax =+ relating to refunds + relating to bad debt" deductible tax"

on purchases" and other charges"

The subtotal of deductible tax is obtained as follows.
(Enter the value in @(column A) of Schedule 1-3)
¥504,746 +¥0 +¥0 = ¥504,746

A VAL ool lfe ) SO (Enter the value in @(column B) of Schedule 1-3)

¥762,342 +¥0 +¥0 =¥762,342

e el i y=r@ (Enter the value in @(column C) of Schedule 1-3)

¥ 504,746 +¥762,342 = ¥ 1,267,088

l step.21 Calculate the balance or the amount of tax refundable for insufficient deduction

Calculate the balance by subtracting the subtotal of deductible tax from the consumption taxes on taxable
sales (the sum of the consumption tax and the amount of tax adjustment for excess deduction) and enter the
result in @ of Schedule 1-3.

"@Amount of "@(;A_m?unt ct)fftax __ "@Subtotal of __ "©Balance™
consumption tax" agjustment ror " deductible tax" = *rounded down to
excess deduction the nearest ¥100

If the result of calculation using the above formula is negative, you may claim a refund. For such as case,
calculate the amount of tax refundable for insufficient deduction using the formula below and enter the result
in ® of Schedule 1-3.

"@Subtotal of "@Amount of "GAmount of tax "(®Amount of tax

deductible tax” — consumption tax" adjustment for = refundable for

excess deduction" insufficient deduction"

Example: Kouno Store

The balance is obtained as follows.
(Enter the value in (9 of Schedule 1-3)

¥ 1,434,529 + ¥0 — ¥ 1,267,088 = ¥ 167,411
¥ 167,411 — ¥ 167,400 (rounded down to the nearest ¥100)
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Completing @ of the return from

1 " efer to the example and calculate
SH  Local consumption tax calculation o sicommionir

your local consumption tax.

l step.22 Enter the transfer the amount of consumption tax representing the local consumption tax base

If there is an entry in (@ of Schedule 1-3, enter the transfer the amount of "@Balance" in @) of Schedule 1-3.
If there is an entry in ® of Schedule 1-3, enter the transfer the amount of "®Tax refundable for insufficient deduction" in
of Schedule 1-3.

Example: Kouno Store

Enter ¥

167,400 (Schedule 1-3, ©)(column C)) in @)(column C) of Schedule 1-3.

l step.23 Calculate either the amount of tax payable or the amount of tax refundable

Calculate by the following formula and enter the result in @ or @3 of Schedule 1-3.

Consumption tax as local consumption tax base 22 _ ""®Amount refundable” or
("@Tax refundable for insufficient deduction" or "(Balance") 78 @©Amount of tax payable
*rounded down to the nearest ¥100

Example: Kouno Store

The amount of tax payable is obtained as follows.
(Enter the value in 3 of Schedule 1-3)

¥167.400 X 55 = ¥ 47215

¥47,215 — ¥47,200 (rounded down to the nearest ¥100)
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Example of Schedule 1-3: Kouno Store

To the following is an example of Schedule 1-3 filled in with results of calculations effectuated up to this point.
Below is a review of those calculation results.

H4-(9) FhkC
f#£1-3 BRIEEBEHER F HHHBEBORBURELRIHEBANER —
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Completing your return
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[2) i@rﬁ &Rl
%92%)%!“ & 2 B #H 2
K ROOM~
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AR R R
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(@D-20-©)
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T - A —RODM~
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Completing ® of the return from

Enter the value in the return form(Page 1 and Page 2)

l step.24 Enter the value in the return form (Page 2)

Enter the necessary items in the return form(Page 2) from Schedule 1-3 as follows.

The return form(Page 2) ltems based
Tax base @ | @(column C) of Schedule 1-3
Total amount 6.24% tax rate applicable ® | M-1(column A) of Schedule 1-3
of the transfer 77 g0 "7 ate applicable ® | ®-1(column B) of Schedule 1-3
value of taxable [ "7 PP
assets, etc. @ | @®-1(column C) of Schedule 1-3
Total amount of | 7.8% tax rate applicable ® | ®-2(column B) of Schedule 1-3
value of payment
for specified taxable (D-2(column C) of Schedule 1-3

purchases

Consumption tax @(column C) of Schedule 1-3
@)(column A) of Schedule 1-3
@)(column B) of Schedule 1-3
®)(column C) of Schedule 1-3

®-1(column C) of Schedule 1-3

6.24% tax rate applicable

Breakdown of @
7.8% tax rate applicable

Tax relating to refunds and other charges

®|9|e|® |

Amount of tax on value of refunds, for sales

Breakdown of @ | Amount of tax value of refunds, etc.
for specified taxable purchases

(®-2(column C) of Schedule 1-3

@

. ) of Schedule 1-3(In the case of plus) or
Consumption tax of Schedule 1-3(In the case of minus)
as local consum-

ption tax base

) of Schedule 1-3(In the case of plus) or
of Schedule 1-3(In the case of minus)

® | ®

6.24% and 7.8% tax rate applicable

l step.25 Enter the value in the return form (Page 1)

Enter the necessary items in the return form(Page 1) from the return form(Page 2), Schedule 1-3 and Schedule 2-3 as follows.

The return form(Page 1) Iltems based
Tax base @ | @ of return form(Page 2)
Consumption tax ® | @ of return form(Page 2)
Tax adjustment for excess deduction ® | ®(column C) of Schedule 1-3
Deduction tax on purchases @ | @(column C) of Schedule 1-3
. Tax relating to refunds and other charges ® | @ of return form(Page 2)
Deductible tax -
Tax relating to bad debt ® | ®(column C) of Schedule 1-3
Subtotal of deduction tax @ | @(column C) of Schedule 1-3
Tax refundable for insufficient deduction of Schedule 1-3
Balance ® | @ of Schedule 1-3
Taxable sales | The amount of the transfer value of taxable assets, etc. | @® | @ of Schedule 2-3
ratio The amount of the transfer value of assets, etc. @ of Schedule 2-3

* If the balance is more than 480 thousand yen, you need to file and pay for interim return 2024.
See P15 for details.

step.26 of the return form (Page 1) Enter the interim payment
(Sole proprietors who filed an interim return for 2023)

Sole proprietors who filed an interim return should enter the total amount of their interim consumption tax payment for 2023 in (9 of
the return form (Page 1) regardless of whether or not they actually paid. Sole proprietors who received their return form by post from
the Tax office and had an interim payment, that amount will be printed in the form.

* If you filed an interim return every three months or one month (3 times or 11 times in the year), the interim payment amount will not
appear in your return. Add up the total amount of consumption tax up to the amount in the last interim return (amount of 3rd or 11th
interim return) and enter the result in (9 of the return form (Page 1).

* Sole proprietors who are in receipt of the “Notice on tax return filing” in the form of a postcard or a letter are advised to confirm the
interim payment amount.
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I step.27 (@) of the return form (Page 1) Calculate Example: Kouno Store

the amount of tax payable

The amount of tax payable is obtained

If the "(@Balance" exceeds the "1@Amount of tax payable as per as follows.
the interim return”, calculate the difference and enter the result ¥ 167,400 — ¥0 = ¥ 167,400

in @D of the return form (Page 1). If the result is negative, leave
() of the return form (Page 1) blank and proceed to step 28.

[ "(9Balance" — "@Interim payment" = "(DAmount of tax payable" J

step.28 (@ of the return form (Page 1) Calculate Comleting your return
the refundable interim payments

If the "@Amount of tax payable as per the interim return"
exceeds the "©Balance", calculate the difference and enter the
result in (2 of the return form (Page 1).

Enter the value
inthereturnform
(Page1andPage?2)

[ "(0Interim payment" — "(@Balance" = "(2Refundable Interim payment" J

[ step.29 Enter the value in @ to @ of the return form (Page 1)

Enter the necessary items in the return form(Page 1) from Schedule 1-3 as follows.

The return form(Page 1) Iltems based
Consumption | Tax refundable for )
tax as local insufficient deduction @ of Schedule 1-3
consumption
tax basep Balance @ of Schedule 1-3
Transferable | Amount of tax refundable @) of Schedule 1-3
amount Amount of tax payable | @ | @) of Schedule 1-3

step.30 @) of the return form (Page 1) Enter the transferable interim payment
(Sole proprietors who filed an interim return for 2023)

Sole proprietors who filed an interim return should enter their total local consumption tax transferable interim
payment for 2023 in @ of the return form (Page 1) regardless of whether or not they actually paid. Sole
proprietors who received their return form by post from the Tax office and had a transferable interim
payment, that total amount will be printed on the form.

* If you filed an interim return every three months or one month (3 times or 11 times in the year), the transferable
interim payment amount will not appear in the return form sent by the tax office. Add up the total amount of local
consumption tax up to the amount in the last interim return (amount of 3rd or 11th interim return) and enter result
in @ of the return form (Page 1).

* Sole proprietors who are in receipt of the “Notice on tax return filing” in the form of a postcard or a letter are
advised to confirm the interim payment amount.

I step.31 @ of the return form (Page 1) Calculate Example: Kouno Store

the transferable amount of tax payable

The amount of transferable tax payable
If the "@Amount of tax payable" exceeds the "@Transferable interim is obtained as follows.

payment", calculate the difference and enter the result in @ of the ¥ 47200 — ¥ 0 = ¥ 47,200

return form (Page 1).

If the difference is negative, leave @ of the return form (Page 1) blank

and proceed to step 32.

"@Amount of __ "@Transferable __ "@Transferable amount
tax payable" interim payment" — of tax payable"

. step.32 @ of the return form (Page 1) Calculate the transferable interim payment refundable

If the "@Transferable interim payment" exceeds the "2Amount of tax payable", calculate the difference and
enter the result in @ of the return form (Page 1).

"@)Transferable "@Amount of __ "@Transferable interim
interim payment" tax payable" ~ payment refundable"
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I step.33 of the return form (Page 1) Calculate the total consumption and local consumption

taxes (payable or refundable)

Calculate the total consumption and local consumption taxes payable or refundable and enter the amount in @ of the return form
(Page 1).
If the result is negative, enter a minus (-) mark in the box to the left of the figure.

. "(®Tax refundable
+ @Transferable)_( o e T 25 (2Refundable +

tax payable" BT interim payment"

"@Amount
of tax
payable"

"(9Amount  "@Transferable "@9Total consumption
oftax = interim payment )= and local consumption
refundable" refundable” taxes"

Example: Kouno Store

The total consumption and local consumption taxes is obtained as follows.

(¥ 167,400 (amount of tax payable) + ¥ 47,200 (transferable tax payable) ) — (¥ O (tax refundable for insufficient deduction) + ¥ () (refundable Interim payment) +
¥ () (amount of tax refundable) + ¥ () (transferable interim payment refundable) ) = ¥ 214,600

To the following is an example of a return form(Page 2) filled in with the results of calculations effectuated up to this
point.
Below is a review of those calculations.
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BERBLAN 6.3 %ERH I
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To the following is an example of a return form (Page 1) filled in with the results of calculations
effectuated up to this point. Below is a review of those calculations.
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#DBT i cﬁgﬁﬂ gg @ 07 Completing your return
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~| R B F X b
iR 1S 09
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£ [ 2 Fe %8 /\ 5 inthe returnform
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This completes the calculation of the consumption and local consumption taxes.
Please proceed to other items of the return.
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Completing @ of the return form

V4 Other items

Enter necessary entries other than
tax calculations.

Filing date, name of the Tax office covering your jurisdiction, place for tax payment,
business name or shop name, individual number and the name of filer

Al

Filing date (Page 1)

Enter the year, month and day the return form is filed.
Name of the Tax office covering your jurisdiction
(Page 1)

Enter the name of the Tax office covering your jurisdiction.
Place for tax payment,
business/shop name (Page 1, Page 2)

Enter the place for tax payment, telephone number and

business name for which you are filing the return.
Individual Number (Page 1)

Enter the Individual Number of the person filing.

You need to present your identification document or attach a
copy of your identification document in order for the Tax

office to confirm your identification. Please see P10 for details.

Name of filer (Page 1, Page 2)
Enter the name of the person filing, the pronunciation in
Japanese syllabary.

* Individual number needs to be entered only on Page 1 of the
tax return.

B (For individuals) Having the continued will to
use account transfer or not?(Page1)

When the tax office covering your jurisdiction has changed
due to relocation, etc., if you wish to keep using the transfer
account used before the relocation, please circle the item.

* For those who will not be subject to any tax payment obligation
or for whom a tax refund will be made in the final tax return of
this period, it is requested to put a circle in the space, if
wishing to continue tax payment by transfer account.

(BADT) k B # i & £

C I Taxable period and heading

Taxable period (Page 1, Page 2)
The taxable period for Sole proprietors is, in principle, a calen-
dar year (January 1st to December 31st). Sole proprietors
who have received their return form by post from the Tax
office will have taxable period printed on the form.

(Note) When writing a taxable year, please use numerals.
Heading (Page 1, Page 2)
Enter "FINAL" in the parentheses of the heading.

D . Supplemental and reference items (Page 1)

Installment basis, deferred payment basis etc., percentage

of completion method, cash basis accounting if applying
If applying a special sales basis, circle the appropriate "Y"
[ Jmark. Circle the "N"I & Jmark if not applying a special
sales basis.

Applying a special method for calculating consumption

tax on the tax base
If one of the special methods for tax base consumption tax
calculation is applicable to all or part of your sales, circle
the "Y"I& Jmark. If not applicable, circle the "N"I & Imark.

Tax deduction calculation method
Circle the calculation method that applies to step.14(P23).

Taxable sales for the base period
Enter your taxable sales for 2021.

E . Financial institution for refund collection (Page 1)

Sole proprietors claiming a refund (if the calculation result for
item 9 of the return form(Page 1) is negative) should select
one of the following items pertaining to receiving the refund.
(O The name of the bank account or the Japan Post Bank savings
account. Funds can only be transferred at accounts in the name of the
person filing the return.
Concerning the name of the bank account or the Japan Post Bank
savings account, fund transfers may be impossible in the event (Mthe
name of a store, shop or office is included in your name, or the account
is in your maiden name. Please use an account in your name only.
O If a tax agent is designated, it will be the savings account in the name
of that tax agent. (accounts to receive public funds cannot be used)
O Transfers to banks existing only on the Internet.
Refunds may not be transferred to an electronic bank on the Internet,
excluding those banks specified. Please inquire to your bank about
whether or not the refunds may be transferred.

i If choosing a bank account transfer

Enter the name of the financial institution, the name of the
branch, the type of account and the account number.

ii If choosing a Japan Post Bank account transfer
Enter only the reference number appearing on savings account passbook.

Entry example for designating a Japan Post Bank savings accounts

T R TEEE
g; S oot
=5 me|osss|

;L ;’j 220 R T xexx0 = xXXXXXXX
TxBER S

With regard to persons who wish to receive their refund from a
Japan Post Bank branch or over-the-counter at a post office,
please just write the name of post office, etc. in question.

F . (For individuals) Use of an account to receive public funds(Page1)

If you wish to send a wire transfer to the account for receiving
public funds (only for those who have already registered an
account for receiving public funds), please circle the item.

* The “financial institution where you wish to receive a refund” need not be specified. (In case
itis specified, a wire transfer will be made to the stated deposit and savings account.)

* An account to receive public funds cannot be used if the identity is not confirmed
because the individual number of the person filing the return (My Number) may be
incorrectly described or the documents used to confirm the identity may not suffice.

| ] Bro») sezmomomnm ]

G B In case any of the documents based on the Certified
Public Tax Accountant Act is submitted (Page 1)

When submitting the “certificate of the tax agency authorities prescribed in
Article 30 of the Certified Public Tax Accountant Act” or an “attachment that
describes the calculation, assessment items, etc. as prescribed in Article 33-2
of the Certified Public Tax Accountant Act,” please circle the applicable items.

H Application of the transitional measure (special accommodation
of 20%) in relation to H tax amount deduction [Page 1]

When the special accommodation of 20% is applied, circle
it. See P8 for details of the special accommodation of 20%.

[ ] wemscmsmargoancase | \

| Special calculation of the tax due to the Supplementary
Provisions of the Amendment Act (Page 2)

With the implementation of the reduced tax rate system for consump-
tion tax, if a small and medium business entity that has difficulty in
totaling taxable sales by classifying them into different tax rates is
calculating the tax base by applying special exception for calculating
the tax amount, place a circle on the applicable special exception.

Please see P6 for details.

Now your tax return has been completed. On the next page, let’s confirm the contents of the completed tax return of Kouno store.




Example of a return form(Page 1): Kouno Store
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Completing your return
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Example of a return form(Page 2): Kouno Store
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Filing and paying

Submit your completed return form and pay
your consumption and local consumption taxes.

. Deadline for filing and paying

The deadline for filing your final consumption and local consumption tax return and paying your tax for 2023 is
Monday, April 1, 2024.

The deadline for filing the final return for income tax and special income tax for reconstruction and paying income tax and
special income tax for reconstruction is Friday, March 15, 2024. Please do not get them mixed up.

. Submitting your return form

The following describes 3 ways you can submit your final consumption and local consumption tax return from.
See P9 about the documents to submit.

1

2.

. File by e-Tax

Send it by post or courier (“shinshobin” only) to the Tax office covering your jurisdiction or

the Submission Processing Center applicable to your postal address

In case of forwarding by post or courier ("shinshobin" only), forwarder’s stamp date is regarded as the submission date.

* If submitting your return form by post or courier, the date stamped on the envelope is deemed the date of submittal.

* The National Tax Agency is now applying “centralized handling of internal operations” whereby the internal operations of certain multiple tax offices are
centrally processed at a dedicated venue (Submission Processing Center), targeting some limited tax offices. When submitting a tax return or application
by postal mail to any tax office that is subject to centralized handling of internal operations, please send it to the applicable Submission Processing Center.
To determine which tax offices are subject to the centralized handling of internal operations, please refer to the website of the National Tax Agency (https://www.nta.go.jp).

Hand it in at the reception counter of the Tax office covering your jurisdiction

* You may also place your return in the night deposit box when the Tax office is closed.
* Note that the document cannot be submitted by bringing it directly to the Submission Processing Center.
* It is preferable that you use public transportation when visiting the Tax office.

. How to pay your tax

There are various options to handle payment procedures, as shown below. We suggest you use whichever you prefer for
completing the payment procedures.

1. Cashless payment

It is convenient to you a cashless payment option
(explained below) to pay national taxes.

Please refer to the website of the National Tax Agency
(https://lwww.nta.go.jp), for detailed contents of each
payment procedure.

(1) Tax payment by transfer account
The tax payment by transfer account takes your amount
of tax due directly from a deposit or savings account at a
financial institution designated by you and deposits it in
the national treasury.
Sole proprietors using the tax payment by transfer
account are asked to verify the balance in their account
to ensure a smooth transfer of funds.
The date for 2023 consumption and local consumption
tax automatic transfers is Tuesday, April 30, 2024.
This system can only be used by Sole proprietors who

have submitted their return form by the deadline for filing.

* Among those who wish to keep using the transfer account before
relocation at the time the tax office of jurisdiction has changed due
to relocation, etc., if he/she (D puts a circle in the space “(For
individuals) Having continued, will use account transfer or not?” on
Page 1 of the return form; or if he/she @ submitted the "Application
of transfer or change of place for tax payment for income tax /
consumption tax" that contains his/her wish to keep paying tax via a
transfer account after the relocation as well, there is no need to once
again pursue procedures for tax payment via a transfer account.

* You must complete the necessary application for the
automatic transfers of consumption and local consumption
taxes, even if you already applied for the automatic transfers

of your income tax and special income tax for reconstruction.

(2) Direct Payment (Account transfer via e-Tax)
If you have pursued the procedures to start using e-Tax at the
relevant tax office in advance and submitted a designated
application to the tax office or financial institution you will use, you
can pay taxes from the deposit and savings account in the taxpayer’s
name immediately or on the designated date by account transfer.

(3) Payment via Internet banking or at ATM
By registering or entering the relevant payment-related
information, you can pay taxes via Internet banking or at an ATM.

(4) Payment by credit card
Payment can be made on a dedicated webpage using the Internet.

(5) Payment by smartphone app
This is a method allowing payments to be made
online, using a smartphone app for payment from the
“Smartphone Payment-dedicated Site.”

* The limit on amounts payable at any one time is up to ¥300,000.

*The prepaid balance needs to be charged in advance.

2. Payment methods other than cashless payment

This category includes the following methods:

(1) Cash payment at convenience stores using QR code
You can create and print the QR code including information necessary
for payment in "Filing assistance on the website of the National Tax
Agency (Japanese version only)" section or the "Screen for creating a
QR code to be used for payment at convenience stores" on our website
at home, etc., and you can pay taxes at convenience stores by using it.
* Amount that may be is settled will be limited to under

¥300,000.
*"QR code" is the product name of DENSO Corporation.

(2) By presenting cash and your tax payment slip to the financial
institution or to the Tax office covering your jurisdiction by

due date for tax payment

Completing your return

Filing and paying

We recommend the tax payment by transfer account

Sole proprietors paying their tax in person should visit

The due date for application for the tax payment by transfer
account for 2023 consumption and local consumption taxes is
Monday, April 1,2024.

If you submit it in writing, please fill out the “Application (notification
of charge) for tax payment by transfer account” on page 48 and
submit it to the competent Tax Office or to the financial institution.
Please note that the receipt is not issued when you use this system.

their nearest financial institution or the Tax office covering
your jurisdiction by the due date for tax payment.

Make sure to present your tax payment slip when paying
your tax. If you don't have a tax payment slip, please use
the ones available at any financial institution or Tax office.
If there is no tax payment slip at the financial institution,
please contact the Tax office covering your jurisdiction.

* After you have filed your return form, no tax payment slips or

notices will be sent from the Tax office.

To ensure payments of consumption tax and local consumption tax within due date, you are advised to make proper
preparations in advance, such as systematic accumulation of funds for tax payment, etc.
Advance payments using direct payment may be convenient for accumulating funds for tax payment.
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. Should you be late in paying your taxes

If you paid your taxes after the due date or, for users of the tax payment by transfer account, if the transfer was rendered impossible
due to an insufficient balance in your account, delinquent tax will be levied starting on the day after the due date. For such a case, you
must pay your principle amount of tax in addition to the delinquent tax in person at your nearest financial institution or the tax office
covering your jurisdiction.

The delinquent tax is calculated as follows for returns submitted by April 1st, 2024.

From April 2nd to June 1st, 2024 “7.3% per annum” or “Special Standard Rate for Delinquent Tax + 1%”", whichever is lower
On or after June 2nd, 2024 “14.6% per annum” or “Special Standard Rate for Delinquent Tax + 7.3%’, whichever is lower

* Special Standard Rate for Delinquent Tax is the rate calculated by adding 1% a year to the rate announced by the Finance Minister by
November 30 of the preceding year as the rate obtained by dividing the total of new short-term average contractual interest rate on bank loan
of each month from September of the second preceding year to August of the preceding year by 12.

Should the overdue amount remain unpaid, you may be subject to procedures for default of tax payment including the
seizure of assets. Please exercise caution.

* The delinquent tax calculation may vary if filing after the deadline or submitting an amended return. Contact the Tax office covering your jurisdiction
for details.

* In case any special circumstances apply and render the taxpayer unable to pay by the due date, grace may be allowed by submitting an application.
In this case, please consult the tax office covering your jurisdiction (collection section) as soon as possible.

. If there is a mistake in the amount of tax calculated in the final tax return

Please make corrections to the content of your return using the following methods.

Method of Correction
When tax amount, etc. included in return is actually less than what it should be  File "amended return" to correct amount.

When tax amount included in return is actually greater than what it should be You can request a correction to the return in order to correct amounts.

* If an incorrect return amount is not voluntarily corrected, a District Director of Tax Office will correct it.

* In principle, a request for correction is allowed within 5 years from the statutory tax return due date.

* Furthermore, irrespective of it being necessary to file a tax return, in case where there is no final tax return filed, a District Director of Tax Office will
decide on the amount of tax base and tax payable. Please note that in cases where the District Director of Tax Office corrects or makes a determina-
tion on a return and cases where returns are filed after the filing deadline, an additional tax may be levied, and you will be required to pay your tax and
any delinquent tax together.

The following explains the adjustment method using the

I n co m e tax adj u St m e nt "tax included" or "tax excluded" accounting method.

The income tax adjustment method after calculating the amount of consumption and local consumption
taxes (herein, "consumption tax, etc.") payable or refundable varies depending on the accounting method.

. If applying the "tax included accounting method"

As arule, the amount of consumption tax, etc. payable or refundable is added to necessary expenses or total revenue after calculating
the income derived from business, real estate, timber, etc. (herein, "income from business") is the accounting year under which the
date of filing the consumption and local consumption tax return forms.

In the event an amount of consumption tax, etc. payable or refundable is treated as an entry in accounts payable or receivable, Sole
proprietors now have the option to include that amount in business expenses or total revenue after calculating the income from
business generated in the accounting year relating to that account payable or receivable.

. If applying the "tax excluded accounting method", etc.

If applying the "tax excluded accounting method", the amount representing the difference between the consumption tax, etc. deter-
mined using the simplified tax system and the amount resulting from subtracting the temporary consumption tax payable from the
temporary consumption tax receivable at the end of the taxable period should be added to the total revenue or the necessary expens-
es in the amount of business income, etc. for that taxable period.

Please refer to the website of the National Tax Agency (https://www.nta.go.jp) for inquires pertaining to income tax adjustments by Sole
proprietors applying "Tax excluded accounting method" or who operate a business that generates 2 or more types of income.

What a "tax included" and "tax excluded" accounting methods?

The tax included accounting method treats the value of a transaction relating to consumption tax, etc. as including the amount of
consumption tax, etc. The method treats the amount of tax consumption tax, etc. relating to the taxable sales, taxable purchases,
etc. including it in the sales amount or purchases amount.

The tax excluded accounting method treats the value of a transaction relating to consumption tax, etc. by first separating it from
the amount of consumption tax, etc. The method treats the amount of consumption tax, etc. by establishing an account of tempo-
rary receipts of consumption tax, etc. or of temporary payments of consumption tax, etc., excluding it from the sales amount or
purchase amount.



This section contains a specimen return form, etc.

and a table for determining the taxability of

transactions with respect to consumption tax.

Rough draft return form, etc.

. Table for calculating taxable transactions (Table A)

This calculation table

is a specimen.
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. Table for calculating taxable sales (Table B)

This calculation table is a specimen.
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. Table for calculating taxable purchases (Table C)
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is a specimen.
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[ Schedule

1-3]

Table for calculating the amount of consumption and local consumption tax and
Calculating the amount of consumption tax representing the local tax base

H4-(9) 5K

This calculation table is a specimen.
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[ Schedule 2-3 ]

Table for calculating the deductible tax on purchases
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This calculation table is a specimen.
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l Consumption and local consumption tax return form (Page 1) (General Form)

This return form is a specimen.
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l Consumption and local consumption tax return form (Page 2)

This return form is a specimen.
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Table for determining taxability of consumption tax transactions

This table contains an approximate standard for determining the taxability of transactions with respect to consumption tax for each item
appearing in the blue return financial statement for business income. Examine the nature of a transaction well whenever actually
determining its taxability.
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Taxability determination table (for sales, etc. and real estate income)

Taxability determination table (for agriculture income)

Taxable/ Taxable/ Items (taxable sales or taxable
Account Not Iten;s"’gtf;(lgtt)ilr? S?;‘isa:arbtﬁengﬁsg‘;g‘::es) Account Not purchases) not relating to taxable
taxable 9 taxable transactions
Non-taxable transactions Sales A Tax-exempt transactions
Medical fees paid for by the social Export transaction and other revenue
insurance system, proceeds from the Household °
sale of merchandise coupons, proceeds -
Amount of slalg_s from land sales, interest income, house consulmphon Amount - -
(reve_nuel)l (including | A rents Business < | Business consumption of seeds and
m'srgseinzc)’us Transactions excluded from consumption tax consumption seedlings
Subsidies, benefits, and aids that cannot be valued, Insurance ) Non-taxable transactions
benefits, revenue from transactions effectuated abroad e Miscellaneous Subsidies, benefits, and aids that cannot be valued, Interest income:
Tax-exempt transactions o revenue A | Transactions excluded from consumption tax
Revenue from exports S Subsidies and insurance benefits on which
Initial merchandise X (Note) a value cannot be assigned
o inventory Subtotal
2 Purchase price of land and merchandise coupons; - Initial Not
@ ; nitia ote
o Purchases o transportation insurance premiums Agricultural ( )
=X commodity | Year-
Q Subtotal inventory end (Note)
§ Year-end % Total
8 m%r\cl:grz?tr:)(:;se (Note) Taxes and duties ¥ | Revenue stamp tax, fixed property tax, automobile tax
a Net cost of Seed/seedling expenses A\ | Self-sufficient portion
goods sold Feeder livestock cost | A | Self-sufficient portion
Balance Fertilizer expenses A\ | Self-sufficient portion
Taxes and Enterprise tax, stamp tax, fixed property tax, Feedstuff expenses A\ | Self-sufficient portion
duties < | automobile tax; ordinary membership fees for Farm tool expenses o
trade organizations and commercial associations - -
Freight and ~ - Agricultural chemicals o
handling expenses A | International freight i;]:r?iﬂzn;zr;:le:
Water, heat and o expenses e}
light expenses
Trgvel e:()penses Repair expenses o
and carfare A | International traveling and lodging expenses Liggﬁvgfigg{'d o
Communications A International correspondence and postal P
expenses expenses Apparel expenses | O
Advertisin . Agricultural mutual
expensesg A | Prepaid cards cost relief contributions X Fully excluded from taxable purchases
) Cash disbursements for expressions of ot Fully excluded from taxable purchases
Entertainment | A | congratulations and condolence, farewell gifts, o G X | (Depreciable asset purchase prices are
p gift certificates, beer coupons, prepaid cards, etc. % taxable purchases.)
o | Costof supplies | X | Fully excluded from taxable purchases 2 Ffeiggtxag?g:sm"ng A | International freight
% | Repair expenses e} s p a0 n
5 X abor costs
@ | Consumables o ® | Labor expenses < | (However, room and board expenses are
e expenses § taxable purchases.)
< i g Fully excluded from taxable purchases »
}E Dee)p();:ﬂ:ggn X | (Depreciable asset purchase prices are diségber{tezigggses X | Fully excluded from taxable purchases
2 taxable purchases.) Land " q
@ Statutory welfare expenses such as health Iegrs‘e ;E)’(%gnasnes A | Land rents
Welfare < | insurance premiums, gifts and money for - - -
expenses congratulations or condolence (Expenses for Land improvement |, | Current amount levied, special amount
recreational trips are taxable purchases.) expenses levied relating to roads and waterways
Salaries and | , | Salaries, bonuses, retirement allowances (travel Bad debt x | (Note) Separately qualifies as a deduction
wages allowances are taxable purchases.) relating to bad debt
Subcontractor fees | O MIZ?(EQ?EZ(;US A | Compensation for damages
Interest and
discount expenses X Fully excluded from taxable purchases Subtotal
Landand house rents | A | Land rents, house rents Inventory other | Initial (Note)
th 0 Itural
(Note) Separately qualifies as a deduction an agricullural | Year- Not
Bad debt x relating to bad debt commodities | end (Note)
Fees and A | Registration, licensing, patent and other charges Expenses for raising If deducting revenue derived from the
commissions prescribed by governmental regulation fruit trees and livestock sales of unripe fruits from cultivation
Miscellaneous deducted from expenses, add the amount to taxable
expenses A | Compensation for damages neceSS_arrytexlpenseS sales.
ota
Total
Balance Balance
R for bad Reserves for bad x
serves for ba x 7o | debts carried back
2 | debts carried back 2
2 [Reserve for wage ? | Reserve for wage of | o
® ) X 2 family employee
2 | of family employee >
@ R for bad @ Reserve for bad x
degtssecr;\;?rig(ri o?/er X debts carried over
I before th al Income before the special
ncome belore e Special deduction for blue returns
deduction for blue returns Special deduction f
Special deduction X peckl)laue ?etlﬂjcrr:(s)n or X
for blue returns
Income Income
(Note) The following are symbols used in the table above.
Sole proprietors who were Tax-exempt O... Transactions relating to taxable sales (purchases)
business operators in 2022 or who will become X Transactions not relating to taxable sales (purchases)
so in 2024 must calculate their consumption A\ ......Most transactions are relating to taxable sales (purchases), however, some are not
tax adjustment amount.(see P22) < ......Most transactions are not relating to taxable sales (purchases), however, some are




Reverse charge mechanism

Among taxable purchases made domestically, "Provision of B2B electronic services" and "Provision of specified
services" rendered by foreign businesses, are called "Specified taxable purchases," and the "specified taxable purchases"
are subject to filing tax returns under a reverse charge mechanism.

Businesses whose taxable sales rate is less than 95% are required to file tax returns through the reverse charge
mechanism in the case of filing tax returns under the standard taxation during a taxable period that "specified taxable
purchases" take place in.

*1. Even for businesses that file tax returns under the standard taxation, it will be deemed for the time being that specified taxable purchases
were not made in a taxable period in which the taxable sales rate is 95% or more or in which the simplified tax system is adopted. Since
tax-exempt businesses are also exempt from the obligation to pay consumption tax on specified taxable purchases, it is not required to file
tax returns through the reverse charge mechanism.

*2. Both "Provision of B2B electronic services" and "Provision of specified services," rendered by foreign businesses, which are tax-exempt,
fall under "specified taxable purchases."

What are provision of electronic services?

"Provision of electronic services" means the provision of services via electronic and telecommunication networks (e.g. the internet),
such as distribution of e-books, music and advertisements.

Since the criterion for determining whether the provision of services is a domestic transaction that is subject to consumption taxation
(criterion for determining either domestic or foreign transactions) is the "address, etc. of the service recipients," the "provision of
electronic services" is subject to taxation in principle regardless of being provided domestically or from overseas if such services are
provided to those who have a domestic address, etc.

In respect of the "Provision of B2B electronic services" by foreign businesses, domestic businesses that receive the relevant services
are required to file tax returns and pay the tax (the reverse charge mechanism).

What are provision of specific services?

The "Provision of specified services" means the provision of services of entertainment, sports, etc. that foreign businesses conduct
domestically and that the relevant foreign businesses offer to other businesses.

In respect of the "Provision of specified services," businesses that receive the relevant services are required to file tax returns and pay
the tax (the reverse charge mechanism).

For details, please access the website of the National Tax Agency (https://www.nta.go.jp) to see various brochures,
Q&A, etc. that post "About the tax implication of consumption tax related to the cross-border provision of services."
If you wish to know how to fill in a return form for the reverse charge mechanism, please see "Procedures for prepar-
ing a return (where there are specified taxable purchases) " in "Guide to Prepare Consumption and Local Consump-
tion Taxes Return Form (General Form)" for corporations.

Restriction, etc. on purchase tax credit pertaining to acquisition of residential rental building

. Restriction on purchase tax credit pertaining to acquisition of residential rental building

The amount of tax on taxable purchase, etc. for residential rental building performed by a business in Japan is not to be subject to purchase
tax credit (hereinafter referred to as “restriction on purchase tax credit pertaining to acquisition of residential rental building”).

This provision is applied to the amount of tax on taxable purchase, etc. of residential rental building performed on or after October 1, 2020.
However, it is not applied to taxable purchase, etc. of residential rental building performed on or after October 1, 2020 based on the contact
which was executed by March 31, 2020.

“Residential rental building”

“Residential rental building” means a building other than buildings which are obviously not used for lease of residential houses, which falls
under high-value specified assets*1 or self-constructed high-value assets subject to adjustment*2. Buildings which are obviously not used
for lease of residential houses mean that it is objectively apparent that those buildings are not used for lease of residential houses from the
conditions of the structure, facilities, etc. of the building. For example, buildings which are obviously not used for lease of residential houses
judging from the conditions of facilities, etc. of the building, such as a building of which all portions are used as a store, fall under.

*1. High-value specified assets mean inventory assets or fixed assets subject to adjustment of which amount of payment consideration
for taxable purchase, etc. (excluding tax) is 10 million yen or more for one transaction unit.

*2. Self-constructed high-value assets subject to adjustment mean such inventory assets that construction, etc. have been performed
by a business operator based on the contract with another person or as inventory assets of the business, and the accumulation of
the amount, etc. equivalent to 100/110 of the amount of payment consideration for taxable purchase required for such construction,
etc. has reached 10 million yen or more.

. Adjustment of the amount of consumption tax for acquisition of residential rental building

In cases where “residential rental building” to which “restriction on purchase tax credit pertaining to acquisition of residential
rental building” has been applied is used for taxable rent (use for lease other than lease of a residential house deemed
non-taxable) within a certain period thereafter, or where it is transferred to another person within a certain period, the
amount of purchase tax credit was determined to be adjusted (see P24).

For details, please read the leaflet, “Information on the Revision of the Consumption Tax Act (April 2020)”
(in Japanese) posted on the website of the National Tax Agency (https://www.nta.go.jp).
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Application (notification of change) for tax payment by transfer account *Youmay sever this page to use as a request for account transfer.

Those who newly use tax payment by transfer account for consumption tax and local consumption tax, 2. For tax payment by transfer account, you may use an account opened with any of the following types of deposits, efc.. ordinary

self-assessed income tax and special income tax for reconstruction, or those who change the requested deposit, current deposit, deposit for tax payment, ordinary savings, efc.

contents, please sever this page from the guidance text, fill in necessary information in the following form *You cannot use time deposit account nor savings account, efc.

of “Application(notification of change) for tax payment by transfer account’, place the seal used in the In addition, note that some of the following entities or types of branches, efc. cannot be used for the purpose: some financial

passbook for the deposit or savings account, and submit it to the tax office or to an eligible financial insfitutions such as Internet-dedicated banks, etc., some Internet bank branches, efc.

institution together with the tax return. Note that e-Tax also may be used for the submission. 3. When submitting it, please do not paste it to the tax retur.

1. For tax payment by transfer account, you may use any of the following throughout the country: banks (including Japan Ifthe tax office holding the jurisdiction was changed due to relocation, etc., procedures for tax payment by transfer account are newly
Posta Bank), shinkin banks, labor banks, credit cooperatives, agricultural cooperatives, and fishery cooperatives. required.

Among those who want to keep using the wire transfer method before the relocation, if submitting a tax return circling the” Column for indicating
wish to keep using the existing wire transfer, an “Application of transfer or change of place for income tax/consumption tax,” that describes the
wish to keep using the tax payment by transfer account after the relocation, no new procedures for tax payment by transfer account are required.
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1 If you have already used the tax payment by transfer account, you do not have to submit this request.
2 If you have filed your return with different tax office from that of the previous year due to changing your address, etc., you have to follow the
necessary procedure to continue the tax payment by transfer account. Please see P37.




