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7 Consumption Tax

7 Consumption Tax

For the people who use the statistical tables
1 Notes on use
This section shows the statistics of taxation of consumption tax for the taxable period between April 1, 2023, and March 31, 2024.
2 Outline of consumption tax
(1) Introduction of consumption tax
Consumption tax was established as one of the radical tax system reforms of FY1988, and became effective on April 1, 1989.
(2) Taxpayer
Domestic transaction: Business enterprises which transfer taxable assets, etc.
Import transaction: Those who withdraw taxable goods from bonded area
(3) Tax base
Domestic transaction: Amount of the transfer value of taxable assets, etc.
Import transaction: Receipt price of goods from bonded area
(4) Tax rate
The consumption Tax rate is 7.8% (standard tax rate), 6.24% (reduced tax rate).
Note:1 Items subject to the reduced tax rate is food and beverages excluding alcoholic drink and newspapers issued twice a week or more
(restricted to those by subscription).
Note:2 For the consumption taxes on taxable purchases during the taxable period, preservation of a ledger that contains certain descriptions and
qualified invoice, etc. issued by business issuer of qualified invoice became a requirement for input tax credit from October 1, 2023.
(5) Calculation of amount of tax
Domestic transaction:
Amount of tax to be paid = Consumption taxes on taxable sales during the taxable period - Consumption taxes on taxable purchases during the
taxable period
Import transaction:
Amount of tax to be paid = Receipt price of goods from bonded area x Consumption tax rate
Note: For the consumption taxes on taxable purchases during the taxable period, preservation of a ledger that contains certain descriptions and
qualified invoice, etc., issued by business issuer of qualified invoice became a requirement for input tax credit from October 1, 2023
(6) Filing returns and tax payment
Domestic transaction:
Final returns should be filed and tax should be paid within 2 months after the last day of the taxable period (calendar year for
individual enterprises, and accounting period for corporations).
Note: The due date of filing returns and tax payment for individual entrepreneurs is March 31 of the following year.
Import transaction:
Import declarations should be filed and tax should be paid by the time of the receipt of taxable goods from
bonded area.
(7) Tax exempt transaction or non-taxable transaction (for domestic transaction)
A Export transactions are tax-exempt.
B: Major non-taxable transactions are as follows.

Transactions which are
not suitable to taxation
from the nature of
consumption tax.

(D Transfer and lease of land, @ Transfer of bonds or stocks, @ Interest, Insurance premium,

Guarantee commission, @ Transfer of postal and other stamps, ®Transfer of merchandise coupon,
etc.

Transactions which are
not subject to taxation
from social policy points
of view

(D Medical care by social insurance, etc. @ Social welfare work etc. provided by Welfare Work Law,
® Tuition and entrance examination fee of school provided by School Education Act, @ House rent,
etc.

(8) Measures to reduce tax burden of enterprises (for domestic transaction)
A: Exemption of tax liability
Enterprises whose taxable sales during a base period are less than 10 million yen are exempt from tax payment.
However, if any of the following cases is applicable, tax liability is not exempt.
(a) Business issuers of qualified invoice
(b) A Report on the Selection of Taxable Proprietor Status for Consumption Tax was submitted
(c) Taxable sales for a specified period exceed 10 million yen
Note: A judgment on 10 million yen during a specified period can be made by using the salary and related payments by using the
taxable sales.
(d) A corporation with no base periods (except welfare corporation) with an amount of capital or investment in the corporation at the
beginning day of its accounting period of 10 million yen or more
B: Simplified tax system
Business enterprises whose taxable sales during a base period are less than 50 million yen can use the simplified tax system where they
can calculate the amount of tax to be paid just from taxable sales.

(Formula)
Amount of tax to be paid = Taxable sales for the taxable period X Consumption tax rate X (1 — Deemed purchase rate)

C: Special accommodation of 20%

For those who have become taxable person (that is business issuer of qualified invoice) from tax-exempt business or submitting “A Report on the
Selection of Taxable Proprietor Status for Consumption Tax’ results in Business tax exemption system becoming ineligible triggered by the
introduction of the qualified invoice-based method (the invoice system), they may use the special deduction tax amount as the amount of tax credits
on purchases (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) for each tax period from October 1, 2023 to
September 30, 2026.

Note: The above measures shall not apply to taxable periods subject to the special provisions on taxable period for consumption tax, nor taxable

period including the same date on which the business becomes an ineligible for the small business tax exemption system due to the submission of
a report on the selection of taxable proprietor status for consumption tax before October 1, 2023.



