Individual income tax
Q2 What kind of taxes are imposed on individual income?

Income tax and resident tax

In Japan, individual taxpayers are subject to nationally-levied income tax and locally levied
resident tax on their income.

Individual taxpayers are classified as Resident or Non-Resident; residents are subclassified as
Permanent Resident (residents other than non-permanent residents) or Non-Permanent Resident;
this classification is important in determining the scope of taxable income for income tax
purposes.

Resident : An individual who has a “JUSHO (domicile)” in Japan, or who has had a
“KYOSHO (residence)” in Japan for one year or more. A resident without
Japanese nationality who has had a domicile or residence in Japan for five years
or less in total in the past 10 years is classified as Non-Permanent Resident. A
resident who does not fall under this category is classified as Permanent
Resident.

Non-Resident : All individuals who are not Residents.

Scope of income subject to taxation
(Resident)

Classification | Income from Sources in Japan Income from Sources Abroad

Resident Status Paid in Japan Paid Abroad Paid in Japan Paid Abroad

Permanent Resident

(residents other than Taxable Taxable Taxable Taxable
non-permanent Income Income Income Income
residents)
Income
Non-Permanent Resident Taxable Taxable Taxable transferred
Income Income Income from abroad is
taxable
(Non-Resident)
Classification )
. Income from Sources in Japan Income from Sources Abroad
Resident Status
Non-Resident Taxable in Principle Not Taxable

Enterprise tax (individual)

Enterprise tax on individuals is levied by the prefecture on profits derived from specified kinds
of business enumerated in the Local Tax Law.

Those required to pay this tax, unless they have filed a final return for income tax or a return
for municipal/prefectural resident’s tax, must declare their business income for the previous year
to the Prefectural Taxation Office no later than March 15 each year. This tax is paid in two
installments: August and November, using the form for Tax Notice (Tax Payment Slip).
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