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Annual Reporting Requirementsfor Payroll Tax

In principle, theindividud incometax isbasad on a salf-assessment system and individuas are required to filean individud tax return
by March 15 every year to cover income earned in the previous calendar year. The withholding tax system, however, gppliesto dary
earners where the Employer is required to withhold income tax from monthly payments and pay it to the tax office by the 10" of the
following month. Under this system, salaried employees may not be required to file areturn, provided their annua gross receipts do
not exceed JPY 20,000,000. In such cases, the annua income tax requirements are recalculated through a year-end tax adjustment
process madein thefind month’s sdlary payment of the relevant tax year.

With Jgpan’s tax year running from January 1 to December 31, the required payroll related processes and procedures that need to
be completed each January are lised below.

B Withholding Tax Statement

Employer is obliged to issue a Withholding Tax Statement (Gensen Choshu Hyo) to each individua employee by January 31
eech year. The Withholding Tex Statement is an officid persondized certificate summarizing the yearly income of each
individual employee. Employer isaso required to submit aduplicate to the netiond tax office.

M Dedaration Form for Dependents Deductions

Employer needs to have employees submit a Dedaration Form for Dependents Deduction every year by the first payday of the
year to update details regarding dependents. The number of dependants directly impacts the amount of employment deductions
meade which in turn impacts taxable income level. We strongly recommend updating this declaration when rdevant changes
occur even during the course of the year. In principle the forms completed by employees must be submitted to the tax authorities,
but in practice, submission is not required. Employer kegpsthe formsin an appropriate manner for the tax authorities audit.

B Information Return
Generdly, Employer must file an annud Information Return (Hotei Chosyo Gokelhyo) that shows the aggregetes of annua sdary
income and withholding tax paid to al employeesin the year.  The Information Return must be accompanied by Withholding
Tax Statements of individua employees, but those who fdl under certain categoriesare not required to submit atax statement, for
ingance:

- Employeeswho have annua gross receipts not in excess of JPY 5,000,000

- Board membersthat have gross receipts no more than JPY 1,500,000

- Employeeswho terminate their employment during the year if their incometo dateis not in excess of JPY 2,500,000

B Annual Income Report

Employer dso mug file an Annua Income Report (Kyuyo Shiharai Houkokusyo) to the local government offices for eech
employee's place of resdence. Inhabitant tax (individua loca tax) is caculated and imposed according to the previous year's
income shown on the Annua 1ncome Report. Unlike the nationd tax office, the local government offices require to employer to
submit the Annua Income Report of dl individuals who paid in the previous year including those who terminated employment
during the year.

Further details of inhabitantstax may bereferred in the APO Newdetter, vol.15.
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