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%k Annex? Fiscal Benefits of Donors

Outline of Tax Treatment of Donors of Charitable Contributions
HH S OBH_EOMIRV (L) OMR

Payer Individual Donors {Income Tax) Corporate Donors
BAOE LD (Corporation Tax)
Recipient 7 . BAOESTHD
(1) Donations to national and local governments
EX ARG CHT SRS
(2) Designated donations (Sitef Kifukin) .
-Donations paid to projects carrled out by Public Interest Corporations (PI1C) that The total amount of donations Fully deductible

were designated by the Minister of Finance as projects meeting qualifying
requirements,
HEBHS (MEEABHSITIEROS S, MFAEFHEELLFRICNTIH
B )

paid in a calendar year exceeding
¥10,000 is deductible (up to
25%* of taxable income of the
taxable year).

(3) Specific accredited PIC (Tokuteikouekizousinhoujin)
-Donations paid to Public Corporations and Public Interest Corporations that are
accredited by competent ministries or governors as corporations meeting qualifying
requirements.

RELEMEEADEEARD S SERAESSBE L LBAGCHT 3HHS

* The FY2005 tax reform, if
enacted, wil] increase the rate
to 30%.

(4) Donations to accredited NPOs
-Donations paid to NGOs that are accredited by the Commissioner of the National Tax
Agency as meeting qualifying requirements.

RBE NPO ZAGEHRT AW BE) ST ¥

In addition to the limitation for
general donations ((5) below),
up to the amount described
below is deductible.

[(Amount of capital x 0.0025)
+ (Amount of income X
0.025)]x 0.5

(5) Other donations (Donations other than (1) to (4) above)
ZD(1—4 Bidh)

Not deductible

{(Amount of capital x 0,0025)
+ (Amount of income X
0.025)] x 0.5

Notes:

¢  Scope of Public Interest Corporations: Corporations listed in Schedule 2 of the Corporation Tax Law,
Civil Code, educational corporations, social welfare corporations, religious corporations and others (such as special public corporations).

HEWMibEA, RBEARZ L,

iE. EABSERIR 2 (CRITShTWBRA, B34 FEA. $BUEA,

i.e. Corporations established under Article 34 of the

DIWTEAG L

s Scope of Public Corporations: Corporations listed in Schedule 1 of the Corporation Tax Law. DIEEABE(E EABUERIN CRTS R TV

Ao

«  For cxample, the Japan Red Cross Society (a Public Interest Corporation) is a Specific PIC. IZIE. B FFHHERAIESEAR) RS EATNE

EA




Table 5.1 Categories of non-profit legal entities in Japan

Entity Governing law Purpose of the entity Central permitting  Permitting Niusnber of
{date) body standard existing entities

Association Civil Code, Associations with the objective of worship, religion, charity, Competent Permission 11867
shadan hojin  Arricle 34 (1897) education, arts and crafts, and other activities for public  government agency kyoka
interest, and not for profit
Foundation Civil Code, Foundations with the objective of worship, religion, charity, Competent Permission 12814
zaidan bojin Article 34 {1897)  education, arts and crafts, and other activities for public  gvernment aency kyoka
interest, and not for profic
Social welfare  Social welfare Corporations established under the faw with the objective  Ministry of Health Approval ninka 13307
corpotation business Law, of social welfare businesses and Welfare
shakai fukushi  Article 22 (1951)
hajin
Educational Private School Law, Corporations established under the law for the purpase Minister of Approval ninka 117635
Corporation Arricle 3 {1949) of establishing a private school Education
Religious Religious Corporations having the purpose of evangelizing, conducting Minister of Certification 183894
Corporation Corporation Law, religious rites, and educating and nurturing believers Education ninsho
shikyd hajin - Article 4 (1951) ‘
Medical Medical Law, Associations or foundations whose objectives are to establish Ministry of Health  Approval ninka 14048
Corporation Article 39 (1950)  a hospital or clinic where doctors and dentists and Welfare
are regularly in attendance, or a facility for the health
and welfare for the elderly
Public Trust Law, Trusts with the objectives of worship, religion, charity, Minister of Permission
Charitable Trust Article 66 {1923 education, arts and crafts, and other purposes in the competent kyoka
- applied 1977} public interest government agency
Approved Local Autonomy  Organizations formed by residents of a community Mayor or town Ot Notification
community- Law 260 (2} {1991} village headperson todokede
based
organization
Special non- Special Non- Non-profit entities whose activities include those in promotion Economic Planning Certification
profit activities profit Activities of health, welfare, education, community development, arts, ~ Agency ninsho
legal person Promotion Law culture, sports, disaster relief, international cooperation,
NPO hojin {1998) administration of organizations engaging in these activities, etc.
(11 examples)

Source: Pekkanen, 2000c




*Annex 1

Fiscal Benefits of Organizations

Outline of Taxation of Public Interest Corporations, NPOs, Intermediary Corporations and Limited Companies (main points)

FEHFREASOEFBHOHBFE L
Not-for-Profit Organizations
T ¢ rations Public Interest Corporations HEEEAFEEA Reference (%)
JPes OF COMpO $HEEA - BEBEA (NPO kA)
e - .
H B (BEEN) Accredited NPOs' Others gg:;glr‘:tiilg;}; Limited Companies
Intermediate
. Law to Promote Specified Nonprofit :
Basis Clel C%de Activities C?i;ptl?;s:;s: dLi?lw Commercial Code
Legal status BHLE - (introduced in 1998) 2002 moE
. MR ERER RS MRS
ﬁ)\ﬁ P Procedure Authorized by competent Accredited by the governor of the relevant Incorpotation by meeting requirements of
+ ministries  or prefectures prefecture or by tl}e p}'ime minister by law (registration is needed)
F ZOVernors application R ERBRADE)
EHETHEFA FEE L EREBEXEMNRIL 3
Scope of Taxation (Corporation Income from profit making activities is taxed. Any income
Tax) (33 activities are designated by law) +TRTO E’r%l' 2t L BB
BT R IRIEFEE (33 %) (CEUELKRBIIRY B -
Receipts of Donations Exempt 'I_‘axed
bt XA FERRBR R

Interest, Dividends,
Capital Gain #}F. B,
P

Returns on funds generated from profit making activities are taxed. (33
activities are designated by law)

INZEEE (33 #£E) CIVELLEESOREICIEY R

Tax rate {national)

FEABER

222% (%)

™

2%
(30% for income exceeding 8 million yen)

30%*

(*) If Public Interest Corporations or Accredited NPOs transfer funds generated from profit-making activities to accounts of activities other than profit-making
activities (‘deemed donation’), the amount of such funds can be deducted up to 20% of the taxable income of profit-making activities,

rates on profit-making activities are 17.6% (up to 8 million yen), 233§k AR U EAE NPO AN, BEEFEMMITHL 5 PR ERTITICAEORE (&

Thus, the effective

LB T okEe., NSEERBO 20T CHEBRTES, TORR, EEWLEHAEIZ17.6%E 75800 THE T,

1 Accredited by the NTA Commissioner by application. HEEIZ & D ERT BEEVEE
? For example, alumni associations. (B : FZ& %)

* Public Interest Corporations are exempt from withtholding tax (income tax) on interest and dividends. 2%k A, ZERF - 4087 S RATEHR

CE T

! For SMEs (capital ¥100M or less), 22% up to 8 million yen of income. & A 1 LT Dk A3 800 FHE T 22%



% Annex 1 Fiscal Benefits of Organizations

Outline of Taxation of Public Interest Corporations, NPOs, Intermediary Corporations and Limited Companies (main points)

FEFEASOETRBEORRL
Not-for-Profit Organizations
Types of corporations Public Interest Corporations BEFURFMEA Reference (8%)
pes of corp HEEA - MEEA (NPO %A)
AN :
b = (LEEA) Accredited NPOs' Others g;:pn;;‘tl;g?; Limited Companies
. Intermediate
s Law to Promote Specified Nonprofit .
Basis Civil Code Activities quporatmn Law Commercial Code
Legel status | #R#03E R & (introduced in 1998) (‘““ggggd in ok
R FEYFERREE R AE
EAH@N’ Procedure Authorized by competent Accredited by the governor of th_e relevant Incorporation by meeting requirements of
F# mlmstru;so“r :rx;l g:fectures prefecture or :zptﬁ:ag;::e minister by law (r'egi ;&aﬁon s ??c ded)
R AR S 1 AR ABAE MR R AE )
Scope of Taxation (Corporation Income from profit making activities is taxed. Any income
Tax) (33 activities are designated by law) TR Tﬁ);ﬂ"i’f L THES
R IEEWR (33 M) (S&UECLFRCERYRK -
ERGRA o ry
Interest, Dividends, Returns on funds generated from profit making activities are taxed. (33
Capital Gain F|F. BE¥. | activities are designated by law) n.a.
B LE IRZEWH (33 W) 2 & V& UARSOBRICEY R
Tax rate (national) . (] 22% oz
EABE 2% (30% for income exceeding 8 million yen) 30%

(*) If Public Interest Corporations or Accredited NPOs transfer funds generated from profit-making activities to accounts of activities other than profit-making
activities (‘deerned donation'), the amount of such funds can be deducted up to 20% of the taxable income of profit-making activities. Thus, the effective
rates on profit-making activities are 17.6% (up to 8 million yen). 2% ARUBRE NPO ALY, ISERREM S N BEEEMCREORYE (&
fr LEW) %215 08e, BISESFHBO 0% ETRRTES, OB, REOLRAER 176%E 55800 THET).

I Accredited by the NTA Commissioner by application. #i¥iZ & 0 BRFREVRE
? For example, alumni associations. (B | F&AL)
% public Interest Corporations are exempt from withholding tax (income tax) on interest and dividends. AFEAR. ZHATF - BT 2 ERFTER

L JERRBL,
* For SMEs (capital ¥100M or less), 22% up to 8 million yen of income. ¥ & 1 AT OB ARFTR 800 HF FT2%



* Annex 2 Fiscal Benefits of Donors

Outline of Tax Treatment of Donors of Charitable Contributions

: FitE OB LORRWGHAZ) OBE

Recipient

Individual Donors (Income Tax)

BADFH 6D

Corporate Donors
(Corporation Tax)
BEADEH 10D

(1) Donations to national and local governments

E XA N HEE IS T 3 HH S

(2) Designated donations (Sitei Kifukin)
-Donations paid to projects carried out by Public Interest Corporations (PIC) that
were designated by the Minister of Finance as projects meeting qualifying
requirements.

HEFHE (RBEAEHFTIERDS S, UBAEAIEEL LTS

Bt <) '

(3) Specific accredited PIC (Tokuteikouekizousinhoujin)
-Donations paid to Public Corporations and Publi¢ Interest Corporations that are
accredited by competent ministries or governors as corporations meeting qualifying
requirements,

NELNSIBEEADRIEEANSED 5 5ETHABEHARE L LBEAZCHT 3HHS)

(4) Donations to accredited NPOs -
-Denations paid to NGOs that are accredited by the Commissioner of the National Tax
Agency as meeting qualifying requirements,

RBENPO EAEBRTREHFRE)ICHT 5 FH &

The total amount of donations
paid in a calendar year exceeding
¥10,000 is deductible (up to
25%* of taxable income of the
taxable year).

* The FY2005 tax reform, if
enacted, will increase the rate
to 30%.

Fully deductible

In addition to the limitation for
general donations ((5) below),
up to the amount described
below is deductible.

[(Amount of capital x 0.0025)
+ (Amount of income X
0.025)] x 0.5

(5) Other donations (Donations other than (1) to (4) above)
EDft(1—4 Li4h

Not deductible

[(Amount of capital x 0.0025)
+ (Amount of income X
0.025)] x 0.5

Notes:

4

*  Scope of Public Interest Corporations: Corporations listed in Schedule 2 of the Corporation Tax Law, i.e. Corporations established under Article 34 of the

Civil Code, educational corporations, social welfare corporations, religious corporations and others

o ERABRRIR2 (CBIF SN TWBEA, BEMEEA. BE5EA. HAEIEA. REEAL S,

*  Scope of Public Corporations: Corporations listed in Schedule 1 of the Corporation Tax Law.

Aﬂ

(such as special public corporations).

DIMEAFE

REEAFEE EABRNR BT hTL D%

*  For example, the Japan Red Cross Society (a Public Interest Corporation) is a Specific PIC. M Z[f. H AR+ FHAEEAS) I E NSl

Sﬁ*ﬂ
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