
 
 
 
 
The income tax in Japan adopts procedures to calculate by the taxpayers themselves the amount of 
taxable income and income tax etc. on the income in accordance with their own type of residential status 
(see 1-3), file a final return by the due date of the following year, and settle the excess or deficiency with 
the amount of tax withheld or estimated tax prepayment, regarding the income earned during the year from 
January 1 to December 31 of that year. This procedure is called a final return. 

• Income tax in Japan adopts the self-assessment system. The self-assessment system is a system under 
which the tax amount is primarily determined through the filing of a tax return by each taxpayer. Under this 
system, taxpayers, who best know the state of their own income, calculate the amount of taxable income 
and the tax on the income by themselves and file proper returns on their own responsibilities. 

• Income tax in Japan adopts the withholding tax system for specific incomes along with the self-assessment 
system. Under the withholding tax system, the payers of salaries and wages, retirement allowance, interest, 
dividends, and fees etc. withhold the certain amounts of income tax etc. at the time of payment and pay them 
to the national treasury. 

• You are advised that “Special Income Tax for Reconstruction” is added to the income tax for each year from 
2013 through 2037. This tax is 2.1% tax on the amount of your income tax to help finance various measures 
of reconstructions from the aftermath of 2011 Tohoku earthquake and tsunami, which is also referred to as 
the Great East Japan Earthquake. In this guide, income tax and special income tax for reconstruction are 
referred to as income tax etc. 

 

 

Any individual is subject to tax liability of income tax etc. in accordance with the following residential 
categories. 
  
1. Classification for residential status 

1) Residents 
Any individual who has a “JUSHO (domicile)” or owns a “KYOSHO (residence)” continuously for one 
year or more is classified as a resident.  

 Among residents, any individual of non-Japanese nationality who has had a domicile or a residence 
in Japan for an aggregate period of five years or less within the preceding ten years is classified as a 
non-permanent resident. 

 
2) Non-residents 

Any individual other than the residents mentioned in “1) Residents” above is classified as a non-
resident.  

 1-2  What is the final return? 

 1-3  Taxpayers and the scope of taxable income 

 
 
 

 
 
 
 
 
 
 
 
 
 

Note 
If a person who owns a residence in Japan leaves Japan with the intent to be absent temporarily and 
later reenter Japan, the person shall be treated as having been residing in Japan during the period 
of absence. 
The intention to be absent temporarily will be presumed if, during the period of absence, (a) the 
person’s spouse or relatives remain in the household in Japan, (b) the person retains a residence or 
a room in a hotel for residential use after returning to Japan, or (c) the person’s personal property for 
daily use is kept in Japan for use upon return to Japan. 
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2. Scope of taxable income 
1) Residents other than non-permanent residents 

Residents other than non-permanent residents are obligated to pay the income tax etc. for their whole 
income. 
 

2) Non-permanent residents  
Non-permanent residents are obliged to pay income tax etc. with respect to their (a) income other 
than foreign source income, (b) foreign source income paid in Japan and (c) foreign source income 
paid abroad and remitted to Japan from abroad. 
The amount �remitted to Japan from abroad� means, among the amount remitted and received by non-
permanent residents from abroad to Japan in each year, �the amount exceeding the amount of the income 
other than foreign source income paid abroad� in that year. 

 
Example  

Income other than Foreign Source Income  
(750) 

Foreign Source Income 
 (250) 

A  Paid in Japan B  Paid Abroad C  Paid in Japan D  Paid Abroad 

500 250 150 100 

In the case that a non-permanent resident remits and receives 260 from abroad to Japan, among the 
amount of 350 (B+D) paid abroad, 250 (B) portion is first deemed to be the remittance of the income other 
than foreign source income paid abroad, and then the remaining 10 is deemed to be the remittance of the 
foreign source income paid abroad (D), which will be taxed accordingly. 

 
3) Non-residents 

Non-residents are obligated to pay the income tax etc. for their domestic source income. 

 Scope of taxable income 

Classification 
Income other than  

Foreign Source Income 

Foreign Source Income 

Paid in Japan Paid Abroad 

Resident 

Resident other than 
non-permanent 

resident 
Taxable 

Non-permanent 
Resident 

Taxable 
Only the portion
deemed remitted
to Japan is taxable. 

   

Classification 
Domestic Source 

Income (see page 8) 
Income other than  

Domestic Source Income 

Non-resident 
Taxable in principle 

 (see page 9) 
Not Taxable 
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(Reference 2)  Outline of taxation on non-residents  

 
 Note: 

1. Please note that income attributable to a permanent establishment (see page 8) may overlap with domestic 
source income stated in  to  in the table above. 

2. Of the “  Income derived from transfer of assets” in the table above, income other than those falling under 
income attributable to a permanent establishment is taxed only if the income corresponds to those listed in 
Article 281, paragraph 1, item 1 to 8 of the Order for Enforcement of the Income Tax Act. 

3. Please note that certain ones of the income subject to aggregate taxation in the table above may be subject 
to separate self-assessment taxation or separate taxation at source pursuant to the provisions of the Act on 
Special Measures concerning Taxation (see page 10). 

4. Please note that withholding tax rates in the table above relating to certain incomes may be reduced or 
exempted pursuant to the provisions of the Act on Special Measures concerning Taxation. 

5. In cases where a tax treaty is concluded between the country of residence of the non-resident and Japan, 
taxation may be reduced or exempted pursuant to the tax treaty (see page 63). 

 
  

Classification of non-resident
 

 
 

 
Income type 

Non-resident 
Those holding a permanent 

establishment Those not holding 
a permanent 
establishment 

Withholding 
income tax 

etc.  
Income attributable to a 
permanent establishment 
(see page 8) 

Other 
income 

(Business income) 

Aggregate taxation  
(see page 10) 

Untaxed No 
 Income derived from utilization or 
holding of assets (excluding those 
applicable to  to ) 

Aggregate taxation 
 (partial) 

No 

Income derived from transfer of 
assets 

No 

Distribution of profits from partnership 
business 

 
Aggregate taxation after 
being withheld at source 

Untaxed 20.42% 

 Income from transfer of land etc. 
Aggregate taxation after 
being withheld at source 

10.21% 
 Income from business of providing 
personal services 20.42% 

 Real estate rent etc. 20.42% 
 Interest etc. 

Separate  taxation  
at source 

(see page 10) 

15.315% 
 Dividend etc. 20.42% 
 Interest on loans 20.42% 
 Royalties etc. 20.42% 
Salaries and other rewards for  
provision of personal services, 
public pensions etc, retirement 
allowances etc. 

20.42% 

 Prize money for  advertisement of 
a business 

20.42% 

 Annuities based on life insurance 
contracts etc. 

20.42% 

 Compensation money for benefits 
under installment savings contracts 
etc. 

15.315% 

Distribution of profits based on 
sleeping partnership (Tokumei 
Kumiai) contracts 

20.42% 

 Other domestic source income Aggregate taxation Aggregate taxation No 
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