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TAX UPDATES

TOKYO — PROPOSAL FOR LOCAL TAX RATES APPLICABLE FOR FISCAL
YEARS BEGINNING ON OR AFTER 1 APRIL 2017

Under the 2016 tax reform, local tax rates (business tax rates and inhabitant tax
rates) were amended. Consequently, although the Tokyo Metropolitan Government
determined its business tax rates applicable for fiscal years beginning on or after 1
April 2016 (KPMG Japan e-Tax News No.105, released on 1 April 2016), its business
tax rates and inhabitant tax rates to be applied for fiscal years beginning on or after
1 April 2017 were not yet determined and the government stated that they will be
proposed in the second ordinary session (from 1 June to 15 June) of fiscal year 2016
of the Tokyo Metropolitan Assembly.

On 25 May 2016, the Tokyo Metropolitan Government released the tax rates to be
proposed in the second ordinary session of fiscal year 2016 of the Tokyo
Metropolitan Assembly.

\We have set out below tax rates for a company which is liable for size-based

business taxes (broadly, a company whose stated capital is over JPY100 million).

H Business Tax Rates (income component)

The reason for the amendment to business tax rates for fiscal years beginning on or
after 1 April 2017 is that the special local corporation tax will be abolished for such
fiscal years. As shown below, the proposed tax rates applied for fiscal years
beginning on or after 1 April 2017 will be the same as the tax rates including special
local corporation tax for fiscal years beginning from 1 April 2016 to 31 March 2017.
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- Tax rates shown in parentheses do not include special local corporation tax.

- The reduced tax rates for taxable income of JPY8 million or less are not

applicable to companies that have offices in three or more different prefectures.

B Inhabitant Tax Rates (on corporation tax)

As the local corporation tax rate will be increased for fiscal years beginning on or

after 1 April 2017, inhabitant tax rates for such fiscal years will be decreased. As

shown below, the total of such two taxes will remain the same.

Fiscal years beginning

in ther%irtiiclsl J;d;zated in 281 jg%l - 2017/4/1~
Inhabitant tax 16.3% 10.4% (Proposal)
Local corporation tax 4.4% 10.3%
Total 20.7% 20.7%

H Effective Corporate Tax Rates

By virtue of the above amendments to tax rates, the Tokyo effective corporate tax

rates for a company which is liable for size-based business taxes will be as follows:

(Proposal) (Proposal)
Fiscal years beginning from from from
in the periods indicated 1 April 2016 1 April 2017 1 April 2018
in right columns to to
31 March 2017 | 31 March 2018
30.86% 30.86% 30.62%
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The information contained herein is of a general nature and is not intended to address the
circumstances of any particular individual or entity. Although we endeavor to provide accurate
and timely information, there can be no guarantee that such information is accurate as of the
date it is received or that it will continue to be accurate in the future. No one should act on
such information without appropriate professional advice after a thorough examination of the
particular situation.
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