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Introduction to Various Support Systems in Japan: Tax Systems
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The following are the four important tax systems for foreign workers working in Japan.
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1. Income Tax

Income tax is a tax imposed on income
earned in Japan. Foreign workers are required
to pay taxes based on their income in Japan.
Income tax is typically deducted from salaries
through a system called withholding tax.

2. Resident Tax

Resident tax is a tax imposed based on
residing in a city or town in Japan. Foreign
workers who reside in Japan are also
obligated to pay resident tax. Resident tax is
calculated based on income, but it is not
withheld at the source and may be paid in a
lump sum at the end of the fiscal year.

3. Social Insurance Premiums

In Japan, there is a social insurance system
that includes health insurance, welfare
pension insurance, and employment
insurance, among others. Foreign workers are
also required to enroll in these insurance
programs, and social insurance premiums are
deducted from their salaries. The specific
amount of premiums varies depending on the
salary and employment conditions.
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Consumption tax is a tax imposed on the
purchase of goods and services within Japan.
The general consumption tax rate is 10%, but
some goods and services may be subject to a
reduced tax rate of 8%



BADZFEXIERHEDREIN : MEDFHES

Introduction to Various Support Systems in Japan: Tax Procedures
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Annual taxes are determined through year-end adjustments and tax returns.

1.ERKFFE 1.Year-End Adjustment
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Year-end adjustment is a necessary procedure
that workers in Japan need to perform every
year. Typically, it is done around the time
before or after receiving December salary. The
purpose of year-end adjustment is to
accurately calculate the taxes related to salary
income and adjust them with the taxes
withheld from the salary. This procedure is
also important for us foreign workers in Japan
as we may be able to save taxes by
maximizing the utilization of the income tax
deduction system, such as dependent
deductions, deductions for education
expenses, housing loan deductions, and
medical expense deductions. Please do it with
the help of your employer.

2. Tax Return(Kakutei Shikoku)

Filing a tax return is a procedure in which
individuals submit information regarding
additional income and deductions, in addition
to the adjustments made through year-end
adjustments. For foreign workers, it may be
necessary if certain conditions are met. The
following are situations where filing a tax
return is necessary: having income other than
salary (e.g., income from side jobs or real
estate), needing to declare to claim
deductions such as spouse or dependent
deductions, and having the right to receive
income tax refunds. Tax returns are usually
filed from January to March. The tax office
reviews the submitted documents and verifies
the information related to income and
deductions. Based on the information
provided, the tax office calculates taxes such
as income tax and resident tax.
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There are various types of tax-saving systems. Here are some common ones.

| KEFY

EBRE (R FDOEBEELI18REKEDF
WL E)NNBIGEE. TORBRKEIIHNTSHF
LEZITHENTETET, LB F YILATHE
FDEERESY, BIEDABERFITIHIHE
NHYET, Ff-. BARIZEATHNERLNEINS
EETIEREECFHREEDKREFRRICHTL
TH, —EDRENEEEZ X 50D EERR
2T HIENTEET,

2. ERMBER

BAOCERERKEOEREICHN2Z—ED
TEMNERONREBYFT T, ERENZL)
Za. MERORMRNAF TS,

3. EEMH £ £ (iDeCo)

NEANFEESHB A TEKSES. iDeCo(E
ANBEENHES)ITIATEIENTESE
9, DeColXIF D F & ZIREEEIELT 2T
TR, FREOMEMREBERRT 52EHTE
9, DeCo~DHLHEEILFTIHEIREGY, Fi
EDEREEFITIHNENHYET,

BARDOH A BEBAKRICETFMNETEHET, &F
HEED—EEFTERCERBRHNSERT B
EMNTEFT, FLEWBBERIZE>TER
BH| EOIEREENH D=0, FERANNKETT,

1. Dependent Allowance

If you have dependent family members, you
may be eligible to receive a dependent
allowance. The dependent allowance is a
deduction for income tax, which helps reduce
the tax burden. Please note that even for
dependent relatives, such as spouses or
children, who are not living in Japan but
reside overseas, you may still be eligible for
deductions to support their financial burden.

2.Medical Expense Deduction

A certain amount of medical expenses
incurred by yourself or your dependent family
members can be deducted from your taxable
income. If you have significant medical
expenses, you can expect a tax-saving effect
on your income tax.

3. Individual Defined Contribution Pension

Foreign workers in Japan are also eligible to
enroll in the Individual Defined Contribution
Pension (iDeCo) system. iDeCo not only
increases the future pension benefits but also
helps reduce the annual income tax amount.
Contributions to iDeCo are eligible for income
deductions, resulting in a reduction in the tax
burden.

4. Furusato N o zei

By making donations to local governments in
Japan, you can deduct a portion of the
donated amount from your income tax and
resident tax. The specific systems and
deduction amounts vary depending on the
municipality you wish to donate to, so it is
important to confirm the details.
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When purchasing a home in Japan, the
interest and repayment costs of a housing
loan are eligible for income deductions within
certain limits. By utilizing a housing loan, you
can expect a tax-saving effect on your taxes.

6. Nisatll £ 6. Nippon Individual Savings Account
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The new NISA system is an investment
program available to foreign nationals,
allowing tax-free investing up to a maximum
of 3 million yen per year and a cumulative
total of 18 million yen. This means that capital
gains from investments are not subject to
taxation. With the ability to invest in various
financial products such as stocks and
investment trusts, it is an ideal option for
asset building and future savings.
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