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Section 1 Interest Income and Dividend Income
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(Special Provisions for Taxation on Interest on Book-Entry Transfer National
Government Bonds)
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Article 5-2 (1) Where a nonresident or foreign corporation who satisfies the
requirements specified in each of the following items for the category of bonds
listed in the relevant item that are held thereby, receives payment of interest
(excluding interest subject to the provision of Article 8(1) or (2)) on book-entry
transfer national government bonds prescribed by Article 88 of the Act on
Book-Entry Transfer of Company Bonds, etc. (excluding coupon-only book-entry
transfer national government bonds prescribed in Article 90(3) of the said Act;
hereinafter referred to in this Article as "book-entry transfer national



government bonds") or local government bonds which shall be subject to the
provisions of the said Act pursuant to Article 66 of the said Act as applied
mutatis mutandis pursuant to Article 113 of the said Act (hereinafter referred
to in this Article as "book-entry transfer local government bonds"), for which
the nonresident or foreign corporation has made entries or records under the
book-entry transfer system in his/her or its account established with a
specified book-entry transfer institution, specified account management
institution or specified indirect account management institution (hereinafter
referred to in this Article as a "specified book-entry transfer institution, etc.")
or a qualified foreign intermediary, via a business office or any other office of
the said specified book-entry transfer institution, etc. located in Japan
(including a post office; hereinafter referred to in this Article as a "business
office, etc.") or a specified overseas business office, etc. of the said qualified
foreign intermediary, income tax shall not be imposed with respect to such
interest to be received (limited to the part of interest equivalent to the amount
calculated pursuant to the method specified by a Cabinet Order as the amount
corresponding to the period during which the nonresident or foreign
corporation has continued to hold the said book-entry transfer national
government bonds or the said book-entry transfer local government bonds
(limited to the period during which he/she or it has continued to hold entries or
records under the book-entry transfer system regarding the said book-entry
transfer national government bonds or the said book-entry transfer local
government bonds; hereinafter referred to in this Article as the "holding
period"):
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(i) Book-entry transfer national government bonds: The following
requirements:
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(a) The said nonresident or foreign corporation shall, when seeking the
application of the provision of this paragraph for the first time with regard
to interest on the said book-entry transfer national government bonds,
submit a document stating such intention, his/her or its name and address
(or a place specified by a Ordinance of the Ministry of Finance in the case
of a nonresident who has his/her residence in Japan or any other person
specified by an Ordinance of the Ministry of Finance; hereinafter the same
shall apply in this Article) and any other matters specified by an
Ordinance of the Ministry of Finance (hereinafter referred to in this Article
as a "written application for tax exemption of book-entry transfer national
government bonds") to the competent district director having jurisdiction
over the place for tax payment pertaining to the said interest pursuant to
the provision of Article 17 of the Income Tax Act, via the said specified
book-entry transfer institution, etc. (in the case where the said specified
book-entry transfer institution, etc. is a specified account management
Iinstitution, submission shall be made via the said specified book-entry
transfer institution, etc. and a specified book-entry transfer institution; in
the case where the said specified book-entry transfer institution, etc. is a
specified indirect account management institution, submission shall be
made via [1] the said specified book-entry transfer institution, etc. (in the
case where the said specified book-entry transfer institution, etc. makes
entries or records under the book-entry transfer system regarding the said
book-entry transfer national government bonds through another specified
indirect account management institution, submission shall be made via the
said specified book-entry transfer institution, etc. and such other specified
indirect account management institution pertaining to the entries or
records under the book-entry transfer system regarding the said book-
entry transfer national government bonds), [2] the specified account
management institution pertaining to the entries or records under the
book-entry transfer system regarding the said book-entry transfer national
government bonds, and [3] a specified book-entry transfer institution;
hereinafter the same shall apply in this item), or via the said qualified
foreign intermediary (in the case where the said qualified foreign
intermediary is a foreign further indirect account management institution,
submission shall be made via the said qualified foreign intermediary (in
the case where the said qualified foreign intermediary makes entries or



records under the book-entry transfer system regarding the said book-
entry transfer national government bonds through another foreign further
indirect account management institution, submission shall be made via the
said qualified foreign intermediary and such other foreign further indirect
account management institution pertaining to the entries or records under
the book-entry transfer system regarding the said book-entry transfer
national government bonds) and the foreign indirect account management
institution pertaining to the entries or records under the book-entry
transfer system regarding the said book-entry transfer national
government bonds; the same shall apply in (b)) and the specified book-
entry transfer institution pertaining to the entries or records under the
book-entry transfer system regarding the said book-entry transfer national
government bonds.
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(b) The said nonresident or foreign corporation shall, no later than the day
preceding the day on which he/she or it is to receive interest on the said
book-entry transfer national government bonds, submit a document stating
his/her or its holding period for the said book-entry transfer national
government bonds and any other matters specified by an Ordinance of the
Ministry of Finance (referred to in paragraph (8) and paragraph (17) as a
"statement of the holding period of book-entry transfer national
government bonds") to the district director prescribed in (a), via the said
specified book-entry transfer institution, etc. or via the said qualified
foreign intermediary and the specified book-entry transfer institution, etc.
pertaining to the entries or records under the book-entry transfer system
regarding the said book-entry transfer national government bonds.
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(i1) Book-entry transfer local government bonds: The following requirements:
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(a) The said nonresident or foreign corporation shall, when seeking the
application of the provision of this paragraph for the first time with regard
to interest on the said book-entry transfer local government bonds, submit
a document stating such intention, his/her or its name and address, and
any other matters specified by an Ordinance of the Ministry of Finance
(hereinafter referred to in this Article as a "written application for tax
exemption of book-entry transfer local government bonds") to the
competent district director having jurisdiction over the place for tax
payment pertaining to said interest pursuant to the provision of Article 17
of the Income Tax Act, via the said specified book-entry transfer institution,
etc. (in the case where the said specified book-entry transfer institution,
etc. is a specified account management institution, submission shall be
made via the said specified book-entry transfer institution, etc. and a
specified book-entry transfer institution; in the case where the said
specified book-entry transfer institution, etc. is a specified indirect account
management institution, submission shall be made via [1] the said
specified book-entry transfer institution, etc. (in the case where the said
specified book-entry transfer institution, etc. makes entries or records
under the book-entry transfer system regarding the said book-entry
transfer local government bonds through another specified indirect account
management institution, submission shall be made via the said specified
book-entry transfer institution, etc. and such other specified indirect
account management institution pertaining to the entries or records under
the book-entry transfer system regarding the said book-entry transfer local
government bonds), [2] the specified account management institution
pertaining to the entries or records under the book-entry transfer system
regarding the said book-entry transfer local government bonds, and [3] a
specified book-entry transfer institution; hereinafter the same shall apply
in this item) and the person who pays the said interest, or via [1] the said
qualified foreign intermediary (in the case where the said qualified foreign
intermediary is a foreign further indirect account management institution,



submission shall be made via the said qualified foreign intermediary (in
the case where the said qualified foreign intermediary makes entries or
records under the book-entry transfer system regarding the said book-
entry transfer local government bonds through another foreign further
indirect account management institution, submission shall be made via the
said qualified foreign intermediary and such other foreign further indirect
account management institution pertaining to the entries or records under
the book-entry transfer system regarding the said book-entry transfer local
government bonds) and the foreign indirect account management
institution pertaining to the entries or records under the book-entry
transfer system regarding the said book-entry transfer local government
bonds; the same shall apply in (b)), [2] the specified book-entry transfer
Institution pertaining to the entries or records under the book-entry
transfer system regarding the said book-entry transfer local government
bonds, and [3] the person who pays the said interest.
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(b) The said nonresident or foreign corporation shall, no later than the day
preceding the day on which he/she or it is to receive interest on the said
book-entry transfer local government bonds, submit a document stating
his/her or its holding period for the said book-entry transfer local
government bonds and any other matters specified by an Ordinance of the
Ministry of Finance (referred to in paragraph (8) and paragraph (17) as
"statement of the holding period of book-entry transfer local government
bonds") to the district director prescribed in (a), via the said specified book-
entry transfer institution, etc. and the person who pays the said interest,
or via the said qualified foreign intermediary, the specified book-entry
transfer institution, etc. pertaining to the entries or records under the
book-entry transfer system regarding the said book-entry transfer local
government bonds, and the person who pays the said interest.
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(2) With respect to interest on book-entry transfer national government bonds
and interest on book-entry transfer local government bonds to be received by a
nonresident or foreign corporation, who is the trustee of a foreign investment
trust (meaning a foreign investment trust prescribed in Article 2(22) of the Act
on Investment Trust and Investment Corporation (Act No. 198 of 1951);
hereinafter the same shall apply in this paragraph), for the trust property
under the said foreign investment trust, the provision of the preceding
paragraph shall apply only where the said foreign investment trust is one that
satisfies the following requirements (referred to as a "qualified foreign
securities investment trust" in paragraph (9)):
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(1) The said foreign investment trust falls under the category of securities
investment trust or publicly offered bond investment trust.
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(i1) The public offering of beneficial rights based on the establishment of the
said foreign investment trust has been conducted, outside Japan, by way of a
solicitation of acquisition prescribed in Article 2(3) of the Financial
Instruments and Exchange Act which is equivalent to the one listed in item
(i) of Article 2(3), and it is stated in the prospectus of the said foreign
investment trust or any other document similar thereto that the relevant
solicitation of acquisition is equivalent to the one listed in the said item.
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(iii) The public offering of beneficial rights based on the establishment of the
said foreign investment trust has not been conducted in Japan.
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(3) The provisions of paragraph (1) shall not apply to interest on book-entry
transfer national government bonds and interest on book-entry transfer local
government bonds to be received by a nonresident having permanent
establishments in Japan, which is attributed to a business conducted by the
said nonresident in Japan or which is otherwise specified by a Cabinet Order.
In this case, where the nonresident satisfies the requirements specified in the
items of the said paragraph, the provision of Article 212 of the Income Tax Act



shall not apply to the said interest to be received (limited to the part of interest
equivalent to the amount calculated pursuant to the method specified by a
Cabinet Order as the amount corresponding to the holding period).
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(4) With regard to the application of the provisions of Article 3 and Article 3-2 in
the case where the provisions of paragraph (1) and the preceding paragraph
shall apply, in Article 3(1), the phrase "excluding interest specified by a
Cabinet Order; hereinafter referred to in this Article and the next Article as

nmn

"interest, etc." " shall be deemed to be replaced with "excluding interest subject

to the provision of the second sentence of Article 5-2(3); hereinafter referred to

in this Article as "interest, etc.""; in Article 3(3), the phrase "interest, etc.

receivable" shall be deemed to be replaced with "interest, etc. (excluding
interest subject to the provision of Article 5-2(1); hereinafter the same shall
apply in this paragraph) receivable"; in Article 3-2, the phrase "a domestic
corporation or a foreign corporation having permanent establishments in

Japan" shall be deemed to be replaced with "nonresident or foreign

corporation," the phrase "interest, etc. payable" shall be deemed to be replaced

with "interest payable subject to the provision of Article 5-2(1) or the second
sentence of Article 5-2(3)," and the phrase "the said interest, etc." shall be
deemed to be replaced with "the said interest."
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(5) In this Article, the meanings of the terms listed in the following items shall
be as prescribed respectively in those items:
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(i) Specified book-entry transfer institution: A book-entry transfer institution
prescribed in Article 2(2) of the Act on Book-Entry Transfer of Company
Bonds, etc. (including an institution that shall be deemed to be a book-entry
transfer institution pursuant to the provision of Article 48 of the said Act),
which has obtained consent from the State for handling national government



bonds pursuant to the provision of Article 13 of the said Act or obtained
consent from the issuer of local government bonds for handling the said local
government bonds pursuant to the provision of the said Article
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(i1) Specified account management institution: An account management
institution prescribed in Article 2(4) of the Act on Book-Entry Transfer of
Company Bonds, etc. (referred to in the next item and item (vii) as an
"account management institution"), with which a specified book-entry
transfer institution has established an account pursuant to the provision of
Article 12(1) of the said Act
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(iii) Specified indirect account management institution: An account
management institution, which falls under any one of the following
(excluding an institution that falls under the category of foreign indirect
account management institution):
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(a) An institution with which a specified account management institution has
established an account pursuant to the provision of Article 44(1) of the Act
on Book-Entry Transfer of Company Bonds, etc.
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(b) An institution with which an institution that falls under the category of
specified indirect account management institution pursuant to the
provision of (a) or (c) has established an account pursuant to the provision
of Article 44(1) of the Act on Book-Entry Transfer of Company Bonds, etc.
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(c) An institution with which an institution that falls under the category of
specified indirect account management institution pursuant to the
provision of (b) has established an account pursuant to the provision of
Article 44(1) of the Act on Book-Entry Transfer of Company Bonds, etc.
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(iv) Qualified foreign intermediary: A foreign indirect account management
institution or foreign further indirect account management institution, which
has obtained, in the capacity of institution having its head office or principal
office in the Contracting State other than Japan (referred to in the next item
as the "other Contracting State") of a convention prescribed by Article 162 of
the Income Tax Act (limited to a convention that provides that the
Contracting States shall exchange information on the assessment and
collection of taxes with each other), pursuant to the provision of a Cabinet
Order, the approval of the district director prescribed in paragraph (1)()(a)
for book-entry transfer national government bonds or the approval of the
district director prescribed in paragraph (1)(ii)(a) for book-entry transfer
local government bonds
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(v) Specified overseas business office, etc.: A business office or any other office
of a qualified foreign intermediary, which is located in the other Contracting
State
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(vi) Entries or records under the book-entry transfer system: Entries or records
in a transfer account book provided for in the Act on Book-Entry Transfer of

Company Bonds, etc. which are made pursuant to the provisions of the said
Act
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(vii) Foreign further indirect account management institution: An account
management institution (limited to an institution that falls under the
category of institution prescribed in Article 44(1)(xiv) of the Act on Book-
Entry Transfer of Company Bonds, etc., and excluding a domestic
corporation; referred to in the next item as a "foreign account management
institution"), which falls under any one of the following:
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(a) An institution with which a foreign indirect account management
institution has established an account pursuant to the provision of Article
44(1) of the Act on Book-Entry Transfer of Company Bonds, etc.

2 A AIAOBUET K0 S E R D RS BRI RL N T D b O AR FE OIREE
(ZRET 2 VEA A IUSRE —HOMEIZ LD DL B Le#H

10



(b) An institution with which an institution that falls under the category of
foreign further indirect account management institution pursuant to the
provisions of (a) or (c) has established an account pursuant to the provision
of Article 44(1) of the Act on Book-Entry Transfer of Company Bonds, etc.
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(c) An institution with which an institution that falls under the category of
foreign further indirect account management institution pursuant to the
provision of (b) has established an account pursuant to the provision of
Article 44(1) of the Act on Book-Entry Transfer of Company Bonds, etc.
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(viil) Foreign indirect account management institution: A foreign account
management institution with which a specified account management
institution or specified indirect account management institution has
established an account pursuant to the provision of Article 44(1) of the Act
on Book-Entry Transfer of Company Bonds, etc.
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(6) Where an application for approval set forth in item (iv) of the preceding
paragraph has been filed, the district director may dismiss the application
when he/she finds a fact that falls under any one of the following items with
regard to the applicant:
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(i) It is found that any document necessary for filing the application contains a
defective or false entry or that the application has not otherwise been filed
pursuant to the provision of a Cabinet Order prescribed in item (iv) of the
preceding paragraph.
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(ii) The applicant is currently delinquent in paying national tax, and it is
significantly difficult to collect the tax amount in arrear.
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(ii1) There is a reasonable ground for finding that it is difficult for the applicant
to keep books, make records therein or preserve the books pursuant to the
provision of paragraph (13) or give notice pursuant to the provision of
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paragraph (14).

7 BIBERIL HREEFNSOKREZ T EE IOV THIES S OWTInICii s+
LHEENECTLLEBDDEEE, B TEDDLE ALY, TOERBERVIETZ
EMWTED,

(7) When the district director finds that a fact that falls under any one of the
items of the preceding paragraph has occurred with regard to the institution
that has obtained the approval set forth in paragraph (5)(iv), he/she may
rescind the approval pursuant to the provision of a Cabinet Order.

8 H—HE—FXIIE _STOLAICEWT, REEMEIEERGE A R EES L HIRER
[ AT ST B 25 203 R 2R — 5 A IS BUE T 2B B RS S 7z & & SR #
Ty AR B ] B S L TR HOT B P A IR B E S R s A ICHET S
BGERICIRIE SN & 03, YR EEIERBOE A A ER L ITIREEEA
SOTTT B A 25 332 R R 1l O A S AR B R B U IR 7 A6 BT A 90 P A =5
OHEH % L7cE 06 % O OBRITRH T~ & R e IR B 5% 0 & 27T % L@ #5 4+
E A EE OREEESNE EFTENZITIROTERFIC N6 OB ERICEEN SO
DL BT,

(8) In the case referred to in paragraph (1)(i) or (ii), where a written application
for tax exemption of book-entry transfer national government bonds or
statement of the holding period of book-entry transfer national government
bonds has been submitted to the district director prescribed in item (i)(a) of the
said paragraph or a written application for tax exemption of book-entry
transfer local government bonds or statement of the holding period of book-
entry transfer local government bonds has been submitted to the district
director prescribed in item (ii)(a) of the said paragraph, it shall be deemed that
the submission to the relevant district director has been made when the
business office, etc. of the specified book-entry transfer institution, etc. or the
specified overseas business office, etc. of the qualified foreign intermediary, via
which submission should be made, has received the said written application for
tax exemption of book-entry transfer national government bonds or statement
of the holding period of book-entry transfer national government bonds or the
said written application for tax exemption of book-entry transfer local
government bonds or statement of the holding period of book-entry transfer
local government bonds, from the person who submitted the relevant document.

9 RAFEMEIEARALE H S ST IR E IR AR T A E L. 0
PR OBR, YRR ENE I AR ) R A5 3 SO AR e IR BLE T S F A R T
% 5 TE PRI B S 0 BT O R AT RSN E AT E O FrE EANVE ETTEFEORICE
DFE OHENBERFEIE, EANDOBLFHEHZEL OMOB ST TED L2 FEH TR L
RINERBRNE D& L, BRERrEREHEE S O 8 EFTE O K XL E I 2
FHOREESNE ZEFTE ORI, YA IRFEGE IER LR H & ST IR T IR
ST SN TV D RA A A OERT G _HOBEDOHEM R & 256
IZH DO TR, KA T4 PR OMERT I NS E S MERESR I EEFEOAFR) & Yi%EH
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CEVHER LTRSS 20 b D LT 5,
(9) A person who submits a written application for tax exemption of book-entry
transfer national government bonds or written application for tax exemption of
book-entry transfer local government bonds shall, upon submission, present
the person's certificate of alien registration, certificate of registered matters of
the corporation and any other document specified by a Cabinet Order to the
head of the business office, etc. of the specified book-entry transfer institution,
ete. or the head of the specified overseas business office, etc. of the qualified
foreign intermediary, to which the said written application for tax exemption of
book-entry transfer national government bonds or written application for tax
exemption of book-entry transfer local government bonds is submitted, and the
said head of the business office, etc. of the specified book-entry transfer
institution, etc. or the said head of the specified overseas business office, etc. of
the qualified foreign intermediary shall confirm, by the documents presented
thereto, the name and address stated in the said written application for tax
exemption of book-entry transfer national government bonds or written
application for tax exemption of book-entry transfer local government bonds (in
the case where the provision of paragraph (2) shall apply, such name and
address, as well as the name of the qualified foreign securities investment
trust should be confirmed).
10 REEEEEPEHBESEZRE L2EDN, ZoRHE, YRR EE IR
AR EFICHHEH LI2RAE LIIABUIEFRTOLEE 2 LIS AI2iE, T0FIX, £
DIEH % LT B LAR RN 2 32 IR0 EME IR BE 1 5 5 A 12 ) U 7o R e IR B 5
LA S E A 23 D D IR RIS & 2 QO D IR EE ORI T O3 E T DR
ZHOFTHETIZ, ZOEEE LIZth DX DOF O KL 4T OEFTZ OO
ERTEDLFEHLGLHM LB EE L, UM CIRBEES (A EREEES )
Ry AR E MR TH 25 I S A EIRER R S K O EIREEEE & L. Hi%%s
TE PRI B S5 S R A4 1 8 PREE B T o 2 5 B I Y R e IR B (YRR E
PRI BE S 5l oD R T B2 101 R A BB 2 & Y A IR ENE O IR L E 2 2 2 56
(IR R E IR B 5 K OV R IRAR [ER O IRAR B 5 (TR D At o0 Ry E R B 1 R
PRAERT) M OV RZ R E AR O R RO 1T AR 2 R 1 RS B BT DN i IR B
ET 5, UFZOHIZBWTRHLU, ) &l L, XY ixdEtg s Ema s Y%
KA EM AT 2 A S E R B O PR BB T b 2 55 1TIT, MRS A E R
(24 3% K& A E P 33 D3 i oD S [ T3 T 42 101 JR2 7 BRBE A 7 & Y A IR EME D IR S Rl
FraZ T D580, BRLEEANE I 3 E MOV REARAE E AR O IR FLHEF 1IT6R D
DA E FFAE OB PR EE) M ON AR [E Ml O SRR FE S (2R 2 A1 [E [ 452 10 R A B
R MO IR EE ORB R FE IR D R EIREREASE R H L THE—HE— 5
AHETHBBEERCREL2TNER 520, ZOREICENT, YpEEr
R L7 o7 XX, 20N THZ L L O ALK AT 5 YRR E
EORFIZHONTIE, REOBEIE, @H L2,
(10) Where a person who has submitted a written application for tax exemption
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of book-entry transfer national government bonds has, after submission,
changed the name or address initially stated in the said written application for
tax exemption of book-entry transfer national government bonds, the person
shall, no later than the day preceding the day on which the person is to receive,
for the first time since the date of change, payment of interest on the book-
entry transfer national government bonds for which the person made entries or
records under the book-entry transfer system through the specified book-entry
transfer institution, etc. or qualified foreign intermediary to which the person
submitted the said written application for tax exemption of book-entry transfer
national government bonds, submit a written application stating the person's
new name or address and any other matters specified by an Ordinance of the
Ministry of Finance, to the district director prescribed in paragraph (1)()(a),
via the said specified book-entry transfer institution, etc. (in the case where
the said specified book-entry transfer institution, etc. is a specified account
management institution, submission shall be made via the said specified book-
entry transfer institution, etc. and a specified book-entry transfer institution;
in the case where the said specified book-entry transfer institution, etc. is a
specified indirect account management institution, submission shall be made
via [1] the said specified book-entry transfer institution, etc. (in the case where
the said specified book-entry transfer institution, etc. makes entries or records
under the book-entry transfer system regarding the said book-entry transfer
national government bonds through another specified indirect account
management institution, submission shall be made via the said specified book-
entry transfer institution, etc. and such other specified indirect account
management institution pertaining to the entries or records under the book-
entry transfer system regarding the said book-entry transfer national
government bonds), [2] the specified account management institution
pertaining to the entries or records under the book-entry transfer system
regarding the said book-entry transfer national government bonds, and [3] a
specified book-entry transfer institution; hereinafter the same shall apply in
this paragraph), or via the said qualified foreign intermediary (in the case
where the said qualified foreign intermediary is a foreign further indirect
account management institution, submission shall be made via the said
qualified foreign intermediary (in the case where the said qualified foreign
intermediary makes entries or records under the book-entry transfer system
regarding the said book-entry transfer national government bonds through
another foreign further indirect account management institution, submission
shall be made via the said qualified foreign intermediary and such other
foreign further indirect account management institution pertaining to the
entries or records under the book-entry transfer system regarding the said
book-entry transfer national government bonds) and the foreign indirect
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account management institution pertaining to the entries or records under the
book-entry transfer system regarding the said book-entry transfer national
government bonds) and the specified book-entry transfer institution pertaining
to the entries or records under the book-entry transfer system regarding the
said book-entry transfer national government bonds. In this case, where the
person has failed to submit the said written application, the provision of
paragraph (1) shall not apply to interest on the said book-entry transfer
national government bonds to be received by the person on or after the day on
which the change has been made.

11 MG EIERBEH FEELRE L0, ToRME, YR G EIER
P R F R L A L A MXUIMEFTOL L 2 L2 HmEIciE, £ 0FEIE,
ZDOEE & UTe A LI B Y AR M G B IERR B ] 5 F 22 L 2 R e IR p%
B 5 SR B AE SME T 267 0 & IRAF RS £ 21T T D IR L & O F) - D 3k & 5%
THXEHOHETA LTS, ZOEEZ LItk DX DF O KA T4 M CEFTZ Ot
ODMBESTTED HEHZTLH LR EFEL, YR EREHES YRR E RS
BASE D3 FrE H PR PERE RS T & 2 58 I SRR E IR B 5 L OVRr E RS & L
U RS T IR BE S 03 R AE W42 1 AR AR BRBERE T & 2 G BT R S IR RS (Y
%R T IR B8 S 03 At oD AR A R R D1 R AR PR BE 70 © 2 RE IR M T B D IR R S &
T OB EITIR, YRR E R B T S O Y LR 7 (8 DR AR FL U (TR Dt D K E
2 O AR PR ES) M OV IR M 5 (8 O IR RO #5510 4% 2 R 1 8 A8 R BEP ONC
FEREEEE T2, UTZOHICBWTHL, ) KOYER O ET 585 /%
L. SR LEESNE I 2 CYHRLE A& SN E R 33 23 S [E P [ B2 O 8 48 PR
ThHHEITIE, AikEEIMNE 2R CYHRZER S E AT 33 25 oo S E [ 32 0
JEAE B B 7~ & Y RZ IR M G O IR RIS 23T 2 58T, SRS E R
F e OV RE IR 7 (8 D IRAR L AR D fh oD 6 [E P ) B2 1 RE AR BB BE) K OV %R
R T & OIRFRFCHITE (T 4R 2 A E 2 1 R BEER RE) K OV 4 IR 7 & D R Fe il
FR D R E IR BRSNS SR 7 O 2 T F A L TE—HE 5112
HETOBBERICEBL2Z2TNER6R, ZOHREIZEWT, Y%HEELZEZN
Liaholcl X, FOYNT 52 L &R o7 HURICKI 20T 2 %Rt &
DRFIZHOWTIL, [FEEOBEIE, EH L7,

(11) Where a person who submitted a written application for tax exemption of
book-entry transfer local government bonds has, after submission, changed the
name or address initially stated in the said written application for tax
exemption of book-entry transfer local government bonds, the person shall, no
later than the day preceding the day on which the person is to receive, for the
first time since the date of change, payment of interest on the book-entry
transfer local government bonds for which the person made entries or records
under the book-entry transfer system through the specified book-entry transfer
institution, etc. or qualified foreign intermediary to which the person
submitted the said written application for tax exemption of book-entry transfer
local government bonds, submit a written application stating the person's new
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name or address and any other matters specified by an Ordinance of the
Ministry of Finance, to the district director prescribed in paragraph (1)(ii)(a),
via the said specified book-entry transfer institution, etc. (in the case where
the said specified book-entry transfer institution, etc. is a specified account
management institution, submission shall be made via the said specified book-
entry transfer institution, etc. and a specified book-entry transfer institution;
in the case where the said specified book-entry transfer institution, etc. is a
specified indirect account management institution, submission shall be made
via [1] the said specified book-entry transfer institution, etc. (in the case where
the said specified book-entry transfer institution, etc. makes entries or records
under the book-entry transfer system regarding the said book-entry transfer
local government bonds through another specified indirect account
management institution, submission shall be made via the said specified book-
entry transfer institution, etc. and such other specified indirect account
management institution pertaining to the entries or records under the book-
entry transfer system regarding the said book-entry transfer local government
bonds), [2] the specified account management institution pertaining to the
entries or records under the book-entry transfer system regarding the said
book-entry transfer local government bonds, and [3] a specified book-entry
transfer institution; hereinafter the same shall apply in this paragraph) and
the person who pays the said interest, or via [1] the said qualified foreign
intermediary (in the case where the said qualified foreign intermediary is a
foreign further indirect account management institution, submission shall be
made via the said qualified foreign intermediary (in the case where the said
qualified foreign intermediary makes entries or records under the book-entry
transfer system regarding the said book-entry transfer local government bonds
through another foreign further indirect account management institution,
submission shall be made via the said qualified foreign intermediary and such
other foreign further indirect account management institution pertaining to
the entries or records under the book-entry transfer system regarding the said
book-entry transfer local government bonds) and the foreign indirect account
management institution pertaining to the entries or records under the book-
entry transfer system regarding the said book-entry transfer local government
bonds), [2] the specified book-entry transfer institution pertaining to the
entries or records under the book-entry transfer system regarding the said
book-entry transfer local government bonds, and [3] the person who pays the
said interest. In this case, where the person has failed to submit the said
written application, the provision of paragraph (1) shall not apply to interest
on the said book-entry transfer local government bonds to be received by the

person on or after the day on which the change has been made.
12 HNEEROELHOBEIZ, A ZHICHET 2R EELRETL2ENRINLDOH
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Do

(12) The provisions of paragraph (8) and paragraph (9) shall apply mutatis
mutandis where the person who submits a written application prescribed in
the preceding two paragraphs submits the relevant written application. In this
case’ in paragraph (8), the phrase "paragraph (1)) or (ii)" shall be deemed to
be replaced with "paragraph (10) or paragraph (11)"; the phrase "a written
application for tax exemption of book-entry transfer national government
bonds or statement of the holding period of book-entry transfer national
government bonds has been submitted to the district director prescribed in
item (i)(a) of the said paragraph" shall be deemed to be replaced with "a
written application prescribed in paragraph (10) has been submitted to the
district director prescribed in paragraph (1)(i)(a)"; the phrase "a written
application for tax exemption of book-entry transfer local government bonds or
statement of the holding period of book-entry transfer local government bonds
has been submitted to the district director prescribed in item (ii)(a) of the said
paragraph" shall be deemed to be replaced with "a written application
prescribed in paragraph (11) has been submitted to the district director
prescribed in paragraph (1)(ii)(a)"; the phrase "the said written application for
tax exemption of book-entry transfer national government bonds or statement
of the holding period of book-entry transfer national government bonds or the
said written application for tax exemption of book-entry transfer local
government bonds or statement of the holding period of book-entry transfer
local government bonds" shall be deemed to be replaced with "the relevant
written application"; in paragraph (9), the phrase "person who submits a
written application for tax exemption of book-entry transfer national
government bonds or written application for tax exemption of book-entry
transfer local government bonds" shall be deemed to be replaced with "person
who submits a written application prescribed in the next paragraph or
paragraph (11)"; the phrase "the said written application for tax exemption of
book-entry transfer national government bonds or written application for tax

17



exemption of book-entry transfer local government bonds" shall be deemed to
be replaced with "the relevant written application"; the term "name" shall be
deemed to be replaced with "new name."
13 FRERAFEREE K O S E P 26813, IR EE FRAR B A SO TR
T B AR B ] A fR U 738 2% Y R R E IR B A5 ST R s RS S E o 2
DO IRB S 22 T T IREBEE UXIRE S E I > S EE L 2. YikBEEE
AP 26 R 5 SRR 7 (R SRR B R A F 2 iR L 72 0% AN, Bem TE
WHEZAITEY | YRR ENE TR E I IR FLEE DS SN B E ofh
DMBEDTTEDDFHATLH L, ULFEE L2 T LR 67200,
(13) A specified book-entry transfer institution, etc. and a qualified foreign
intermediary shall keep books with regard to book-entry transfer national
government bonds or book-entry transfer local government bonds for which a
person who has submitted a written application for tax exemption of book-
entry transfer national government bonds or written application for tax
exemption of book-entry transfer local government bonds made entries or
records under the book-entry transfer system through the said specified book-
entry transfer institution, etc. or the said qualified foreign intermediary, and
shall state or record in such books, pursuant to the provision of a Cabinet
Order, the day on which entries or records under the book-entry transfer
system were made with regard to the said book-entry transfer national
government bonds or book-entry transfer local government bonds, and any
other matters specified by an Ordinance of the Ministry of Finance, for each
person who has submitted the said written application for tax exemption of
book-entry transfer national government bonds or written application for tax
exemption of book-entry transfer local government bonds.
4 EEAERR R L, R EAE B T R S TR 5 e PR R B T H
BERHLEZOSANINZ, BB TED D EZAICLY | YUaZiRBEE IR B H P
5 AT M 5 1 FE AR ] B S FE A 42 L7238 2 LA S E I 2658 0 B IR
RO A ST T IR EME SRR G & 10 S IR FEHE D Sz B 2 O o EE
BCED D HFIH 2 LA S E R 37 D 2 B IR EME SO 7 (8 O IR R
T TR RS (LR A E P 034 [E 2 0 R E B E T H 5 Y5
AT, YRR EME TR M 5 & D IR FC RIS (2 4% 2 A4 E [ 42 1 R A8 AR RA 75 24
REIRAR EME SIS G 8 OIRF LR 2 % T 7o R e IR ) (S LEmICL D
FIEZEOMBS TED D HFIEICIDBEA LT b2y, ZOHAICTBNT, 4
APERE R E L. ARIREEE SUTIRE G EIC O S RE L 2. S%E AR,
BoTEDDEIAICIY, ThLOFHEZHI L, FiE L2 idn o,
(14) A qualified foreign intermediary shall, for each person who has submitted a

[y

written application for tax exemption of book-entry transfer national
government bonds or written application for tax exemption of book-entry
transfer local government bonds, pursuant to the provision of a Cabinet Order,
give notice of the day on which entries or records under the book-entry transfer
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system were made with regard to the book-entry transfer national government
bonds or book-entry transfer local government bonds for which the person who
has submitted the said written application for tax exemption of book-entry
transfer national government bonds or written application for tax exemption of
book-entry transfer local government bonds made entries or records under the
book-entry transfer system through the said qualified foreign intermediary,
and any other matters specified by an Ordinance of the Ministry of Finance, to
the specified book-entry transfer institution, etc. through which the said
qualified foreign intermediary made entries or records under the book-entry
transfer system regarding the said book-entry transfer national government
bonds or book-entry transfer local government bonds (in the case where the
said qualified foreign intermediary is a foreign further indirect account
management institution, notice shall be given to the specified book-entry
transfer institution, etc. through which the foreign indirect account
management institution pertaining to the entries or records under the book-
entry transfer system regarding the said book-entry transfer national
government bonds or book-entry transfer local government bonds made entries
or records under the book-entry transfer system regarding the said book-entry
transfer national government bonds or book-entry transfer local government
bonds) by way of a document or any other means specified by a Cabinet Order.
In this case, the said specified book-entry transfer institution, etc. shall keep
books with regard to the said book-entry transfer national government bonds
or book-entry transfer local government bonds, and shall state or record,
pursuant to the provision of a Cabinet Order, these matters in such books for
each person who has submitted the relevant written application.

15 IEBEHESUISMEIE N Z OFF OFHEIIFE O iRz W TG 2 L2 IR EE
TRIZHG T 2 B (H%IEE A SO ETE A2 YRR E S OIRE LS 2 1 7o
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DA, SRR EIR AR 2 S LA S E I 3 ORTEICHUE 3 2 FrE IRE
%, UTZDHEIZEBWTHL, ) PNUZIRZFEEIC ST ZORGEROFTTAE (LLT
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BEE, B o kO STl o) 2L TS b0 (LU ZOHEIZEW
T NBEMREE) &V, ) [ZOWTIE, ZOFE D Y%IEF R EE IR 2 P A
FIC X 32 R R EE ORI A E O M b Fod R EEIR O FTA IR 2 5 b o &
T 5,

(15) With regard to book-entry transfer national government bonds that a
nonresident or foreign corporation has acquired before the last day of the
accounting period for interest thereon, which satisfy the following
requirements (in the case where the said nonresident or foreign corporation
has made entries or records under the book-entry transfer system regarding
the said book-entry transfer national government bonds through the specified
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book-entry transfer institution, etc. (in the case where entries or records under

the book-entry transfer system regarding the said book-entry transfer national

government bonds have been made through a qualified foreign intermediary:
the specified book-entry transfer institution, etc. prescribed in the preceding
paragraph that is related to the said qualified foreign intermediary pertaining
to the said book-entry transfer national government bonds; hereinafter the
same shall apply in this paragraph) through which the person who held the
said book-entry transfer national government bonds before acquisition

(hereinafter referred to in this paragraph as the "previous holder") made

entries or records under the book-entry transfer system regarding the said

book-entry transfer national government bonds, the requirements listed in
item (i) and (ii) shall apply) (such national government bonds hereinafter
referred to as "national government bonds eligible for aggregation"), the
nonresident's or foreign corporation's holding period pertaining to the said
national government bonds eligible for aggregation shall include the previous
holder's holding period pertaining to the said national government bonds
eligible for aggregation:

— HEEEE. SEREAN. PTEBIERIRS — 5 — 58T 2 NEE A L IEXRES
+ =45 ZHICHET 2 AMEFEE L IIMAZRERETE (CLTF Z 05 K OWIEE
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(i) The said book-entry transfer national government bonds were held by a
nonresident, foreign corporation, any of the domestic corporations listed in
Appended Table 1, item (i) of the Income Tax Act or a trustee of a charitable
trust or participant protection trust prescribed in Article 11(3) of the said Act
(hereinafter referred to in this item and item (i) of the next paragraph as a
"charitable trust, etc."), or a financial institution prescribed in Article 8(1)
(limited to a domestic corporation), financial instruments business operator,
etc. prescribed in Article 8(2) (limited to a domestic corporation) or domestic
corporation prescribed in Article 8(3) (in the case of book-entry transfer
national government bonds that were held by a nonresident or foreign
corporation: limited to those specified by a Cabinet Order; in the case of
book-entry transfer national government bonds that were held by a trustee of
a charitable trust, etc.: limited to those included in the trust property under
the said charitable trust, etc.), and any of those persons held entries or
records under the book-entry transfer system regarding the said book-entry
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transfer national government bonds immediately before the acquisition
thereof.

= YRR UISNETE N T ORUFE 5] & i & IR R HIE 22T TV D IREE
ETHDZ &,

(i1) The said nonresident or foreign corporation has continued to hold entries or
records under the book-entry transfer system regarding the said book-entry
transfer national government bonds after the acquisition thereof.

= IR SOIAENE A DS G IR ER O IR L & T T R E IR R P
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(iii) The specified book-entry transfer institution, etc. through which the said
nonresident or foreign corporation has made entries or records under the
book-entry transfer system regarding the said book-entry transfer national
government bonds has received notice, from the specified book-entry transfer
institution, etc. through which the previous holder of the said book-entry
transfer national government bonds made entries or records under the book-
entry transfer system regarding the said book-entry transfer national
government bonds, stating the said pervious holder's holding period
pertaining to the said book-entry transfer national government bonds and
any other matters specified by an Ordinance of the Ministry of Finance, by
way of a document or any other means specified by a Cabinet Order.
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(16) With regard to book-entry transfer local government bonds that a
nonresident or foreign corporation has acquired before the last day of the
accounting period for interest thereon, which satisfy the following
requirements (in the case where the said nonresident or foreign corporation
has made entries or records under the book-entry transfer system regarding
the said book-entry transfer local government bonds through the specified
book-entry transfer institution, etc. (in the case where entries or records under
the book-entry transfer system regarding the said book-entry transfer local
government bonds have been made through a qualified foreign intermediary:
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the specified book-entry transfer institution, etc. prescribed in paragraph (14)
that is related to the said qualified foreign intermediary pertaining to the said
book-entry transfer local government bonds; hereinafter the same shall apply
in this paragraph) through which the person who held the said book-entry
transfer local government bonds before acquisition (hereinafter referred to in
this paragraph as the "previous holder") made entries or records under the
book-entry transfer system regarding the said book-entry transfer local
government bonds, the requirements listed in item (i) and (ii) shall apply)
(such local government bonds hereinafter referred to as "local government
bonds eligible for aggregation"), the nonresident's or foreign corporation's
holding period pertaining to the said local government bonds eligible for
aggregation shall include the previous holder's holding period pertaining to the
said local government bonds eligible for aggregation:
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(i) The said book-entry transfer local government bonds were held by a
nonresident, foreign corporation, any of the domestic corporations listed in
Appended Table 1, item (i) of the Income Tax Act or a trustee of a charitable
trust, etc., or a financial institution prescribed in Article 8(1) (limited to a
domestic corporation), financial instruments business operator, etc.
prescribed in Article 8(2) (limited to a domestic corporation) or domestic
corporation prescribed in Article 8(3) (in the case of book-entry transfer local
government bonds that were held by a nonresident or foreign corporation:
limited to those specified by a Cabinet Order; in the case of book-entry
transfer local government bonds that were held by a trustee of a charitable
trust, etc.! limited to those included in the trust property under the said
charitable trust, etc.), and any of those persons held entries or records under
the book-entry transfer system regarding the said book-entry transfer local
government bonds immediately before the acquisition thereof.

T URRIE A SUTANETE NS T OB 5] & fi & IR RCHIE 221 TV D IRER M
FHETHDHZ L,

(i1) The said nonresident or foreign corporation has continued to hold entries or
records under the book-entry transfer system regarding the said book-entry
transfer local government bonds after the acquisition thereof.
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(iii) The specified book-entry transfer institution, etc. through which the said
nonresident or foreign corporation has made entries or records under the
book-entry transfer system regarding the said book-entry transfer local
government bonds has received notice, from the specified book-entry transfer
institution, etc. through which the previous holder of the said book-entry
transfer local government bonds made entries or records under the book-
entry transfer system regarding the said book-entry transfer local
government bonds, stating the said pervious holder's holding period
pertaining to the said book-entry transfer local government bonds and any
other matters specified by an Ordinance of the Ministry of Finance, by way of
a document or any other means specified by a Cabinet Order.

17  FrE R S K 2 IR EMR R E R U < IR [E e pir A 91 i A
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(17) Special provisions for the submission by a specified book-entry transfer
Iinstitution, etc. of a written application for tax exemption of book-entry
transfer national government bonds or statement of the holding period of book-
entry transfer national government bonds or a written application for tax
exemption of book-entry transfer local government bonds or statement of the
holding period of book-entry transfer local government bonds, matters
concerning the preservation of documents, etc. pertaining to the notice set
forth in paragraph (15)(iii) or paragraph (16)(iii), and other necessary matters
concerning the application of the provisions of paragraph (1) to paragraph (4)
and paragraph (6) to the preceding paragraph shall be specified by a Cabinet
Order.

(R HESME F ORI+ O R D K f5il)
(Special Provisions for Taxation on Interest on Foreign-issued Company Bonds)
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Article 6 (1) A domestic corporation shall be liable to pay income tax with
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respect to interest (excluding interest subject to the provisions of Article 3-3(2)
or (6)) receivable on foreign-issued company bonds (meaning bonds issued
outside Japan by a domestic corporation, interest on which is to be paid outside
Japan; the same shall apply in paragraph (11)) other than designated foreign-
issued company bonds prescribed in paragraph (11) (hereinafter referred to in
this Article as "general foreign-issued company bonds"), which have been
issued during the period from April 1, 1998, to March 31, 2008, and income tax
shall be imposed by applying a tax rate of 15 percent to the amount of interest
receivable.

2 FEEHHEMNA—B OOV A=A =+ — B E TORICEIT L — R REEIME
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WARHLHDERLS, ) OXhET HHIE, TOIOER, T DOih %3 5 eI
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(2) A person who pays interest (excluding interest subject to the provision of
Article 3-3(3) or (6)) on general foreign-issued company bonds that the person
has issued during the period from April 1, 1998, to March 31, 2008, to a
resident or domestic corporation shall, upon payment, collect income tax
equivalent to the amount calculated by multiplying the amount of interest
payable by a tax rate of 15 percent, and pay it to the State no later than the
last day of the month following the month that includes the date of collection.

3 HTEHOFEIC LV I LTI R E ISR, IrSBUES &5 —HE U+ 17
IZHRET DIRRBIICAR D TGPl & A7 LC, Rk, ERGE RIS B ONERL IR 2 o
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FRERFDOLIEZT HREFENRNEENTH D & &1, YENEENIRHT S
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BT HRERF & TREED EH D00 TEERE ITABERIRELE] 75,

(3) Income tax to be collected and paid pursuant to the provision of the preceding
paragraph shall be deemed to be withholding income tax prescribed in Article
2(1)(x1v) of the Income Tax Act, and the provisions of the said Act, the Act on
General Rules for National Taxes, and the National Tax Collection Act shall be
applied thereto. In this case, where the person who is to receive interest
receivable on general foreign-issued company bonds prescribed in paragraph
(1) is a domestic corporation, with regard to the application of the provisions of
the Corporation Tax Act to the said domestic corporation, the phrase "or prize
money" in Article 68(1), Article 81-14(1) and Article 100(1) of the said Act shall
be deemed to be replaced with "or prize money... or interest receivable on
general foreign-issued company bonds prescribed in Article 6(1) of the Act on
Special Measures Concerning Taxation (Special Provisions for Taxation on
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Interest on Foreign-issued Company Bonds, etc.)," and the phrase "the said
Act" in these clauses shall be deemed to be replaced with "the Income Tax Act
or the Act on Special Measures Concerning Taxation."

4 FEFREFE SUISENEAND, FEHHFUA — B+ 4FE=H =+—H £ TDMH
IZFAT ST — i R ESME ORI F DI &2 2T 255128\ T, DO E%T 5
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BHE TEATEDDL D (LT Z0HE, FLHAOHE+H+—HIZEWT IO RH
Fl EWo, ) ZHEUTITONDAGEITIE, YL DOERE K ORI+ O a3 5
FH) EFEH L TEDOIILE T DH O YHEAF IR DITGRIESE HEROHEIZ L DM
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(4) Where a nonresident or foreign corporation receives payment of interest on
general foreign-issued company bonds issued during the period from April 1,
1998, to March 31, 2008, and the nonresident or foreign corporation has
submitted, upon receiving payment of interest, a written application stating
that he/she or it seeks the application of the provision of this paragraph with
respect to the interest receivable, as well as his/her or its name and his/her
domicile or residence or the location of its head office or principal office, each of
which is located outside Japan, and any other matters specified by an
Ordinance of the Ministry of Finance (hereinafter referred to in this Article as
a "written application for tax exemption"), via the person who pays the interest
(in the case where the said interest is paid via a person in charge of handling
payment specified by a Cabinet Order (hereinafter referred to in this
paragraph, paragraph (7) and paragraph (11) as a "person in charge of
handling payment"), submission shall be made via the said person in charge of
handling payment and the person who pays the interest), to the competent
district director having jurisdiction over the place for tax payment pursuant to
the provision of Article 17 of the Income Tax Act which pertains to the person
who makes payment in terms of the said interest (in the case where another
place has been designated pursuant to the provision of Article 18(2) of the said
Act: the designated place for tax payment), income tax shall not be imposed on
the interest to be received; provided, however, that this shall not apply to such
interest to be paid to a nonresident having permanent establishments in Japan,
which is attributed to a business conducted by such nonresident or which is
otherwise specified by a Cabinet Order.

25



5 PMERES —EH+ LoBUEIR, AEZE LECHET A28 FICon T, @A L
AN

(5) The provision of Article 212 of the Income Tax Act shall not apply to the
interest prescribed in the proviso of the preceding paragraph.

6 HUWHOLAIZIBWT, HERBEH R EFEPRBEICHET 2FERICRERE SN
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(6) In the case referred to in paragraph (4), where a written application for tax
exemption has been submitted to the district director prescribed in the said
paragraph, it shall be deemed that the submission to the district director has
been made when the written application has been received by the person who
pays the interest prescribed in the said paragraph.
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(7) Where a nonresident or foreign corporation receives payment of interest on
general foreign-issued company bonds issued during the period from April 1,
1998, to March 31, 2008, which fall under the category of specified foreign-
issued company bonds and for which the nonresident or foreign corporation has,
pursuant to the provision of a Cabinet Order, entrusted custody with the
person in charge of handling payment, if [1] the said person in charge of
handling payment thus entrusted with custody (hereinafter referred to in this
paragraph as the "person in charge of handling custody and payment") who
provides intermediary, brokerage or agent services (hereinafter referred to in
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this paragraph as the "intermediary services, etc.") for the receipt of interest
on the said specified foreign-issued company bonds has, before receiving the
delivery of such interest in the course of the intermediary services, etc., given
notice of the matters specified in each of the following items for the category
listed in the relevant item and any other matters specified by an Ordinance of
the Ministry of Finance with respect to the person who is to receive the
interest (excluding interest subject to the provision of Article 3-3(3) or (6);
hereinafter the same shall apply in this paragraph) (these matters hereinafter
referred to in this paragraph and paragraph (14) as "interest recipient
information"), to the person who pays the interest (in the case where the
interest is delivered via another person in charge of handling payment with
whom the said person in charge of handling custody and payment has further
entrusted custody, notice shall be given to the person who pays the interest via
such other person in charge of handling payment), and [2] the person who pays
the interest has, upon payment of the interest, prepared a document stating
the matters concerning the person who is to receive the interest and any other
matters specified by an Ordinance of the Ministry of Finance (limited to a
document prepared based on the information on the interest recipient provided
by the said person in charge of handling custody and payment; referred to in
paragraph (9) and paragraph (14) as the "interest recipient confirmation
document"), and submitted it to the competent district director having
jurisdiction over the place for tax payment prescribed in Article 17 of the
Income Tax Act which pertains to the person who makes payment in terms of
the said interest (in the case where another place has been designated
pursuant to the provision of Article 18(2) of the said Act: the designated place
for tax payment), the said nonresident or foreign corporation shall be deemed
to have submitted a written application for tax exemption pursuant to the

provision of paragraph (4) with respect to the interest receivable thereby:
— YPEAF O T X HREEDT N COEREE UISNEENTH GG €O
=]
(i) Where all persons who are to receive payment of the said interest are
nonresidents or foreign corporations: This fact
UM T DL Z 2T H_REFEEE NIRNEEADRNZENL TV D5E S
FF DX 2T H_XEHD D BIFFER K OINEEARE DL E 2T D &4
HOERH
(i) Where there is a resident(s) or domestic corporation(s) among the persons
who are to receive payment of the said interest: The total amount receivable
by the nonresidents and foreign corporations who are to receive the said
interest.
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(8) The provisions of the main clause of paragraph (4) and the provisions of the
preceding two paragraphs shall apply mutatis mutandis where a financial
institution or financial instruments business operator specified by a Cabinet
Order (limited to a domestic corporation; referred to in the next paragraph as a
"domestic financial institution, etc.") receives payment of interest (excluding
interest subject to Article 3-3(2) or (6)) on general foreign-issued company
bonds issued during the period from April 1, 1998, to March 31, 2008. In this
case: in the main clause of paragraph (4), the phrase "his/her or its name and
his/her domaicile or residence or the location of its head office or principal
office" shall be deemed to be replaced with "its name and the location of its
head office or principal office"; in paragraph (7)(i), the phrase "nonresidents or
foreign corporations" shall be deemed to be replaced with "nonresidents or
foreign corporations or domestic financial institutions, etc. prescribed in the
next paragraph"; in paragraph (7)(ii), the phrase "domestic corporation(s)"
shall be deemed to be replaced with "domestic corporation(s) (excluding a
domestic financial institution(s), etc. prescribed in the next paragraph," and
the phrase "foreign corporation(s)" shall be deemed to be replaced with
"domestic corporation(s) and domestic financial institution(s), etc. prescribed in
the said paragraph."

9 FHLHICHIET D FERMESME &1, RICEIT 2B 2072 LT o — ik RFE
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(9) Specified foreign-issued company bonds prescribed in paragraph (7) shall
mean general foreign-issued company bonds that satisfy the following
requirements:
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(i) In the underwriting contract, etc. (meaning a contract for underwriting,
dealing in public offering or secondary distribution, or any other operations
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equivalent thereto pertaining to the issue of bonds (hereinafter referred to in

this item as "underwriting, etc.")) concluded by the person who issues the

said general foreign-issued company bonds, it is provided that the person
who performs the underwriting, etc. shall not pressure a resident or domestic
corporation (excluding a domestic financial institution, etc.) into acquiring or
buying the said general foreign-issued company bonds by way of public
offering or secondary distribution, dealing in public offering or secondary
distribution, or any other operations equivalent thereto under the said
underwriting contract, etc.
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(i1) In the certificates of the said general foreign-issued company bonds and the
prospectus pertaining to the issue thereof, it is stated that where a resident
or domestic corporation receives payment of interest on the said general
foreign-issued company bonds (where a domestic financial institution, etc.
receives payment, the case where it has submitted a written application for
tax exemption pursuant to the provision of the main clause of paragraph (4)
and the provision of paragraph (6) as applied mutatis mutandis pursuant to
the preceding paragraph or where the person who pays interest on the said
general foreign-issued company bonds has submitted an interest recipient
confirmation document pursuant to the provision of paragraph (7) as applied
mutatis mutandis pursuant to the preceding paragraph shall be excluded),
income tax shall be imposed on any interest on the amount specified in (a) or
(b) below for the category listed in (a) or (b) respectively:

A BEFEXIINEEAR SN EZZ T 256 (il iT 256 %k<. ) £DX
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(a) Where a resident or domestic corporation receives payment (excluding the
case listed in (b)): The amount receivable
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(b) Where a public corporation, etc. prescribed in Article 3-3(6) or a financial
institution or financial instruments business operator, etc. receives
payment via a person in charge of handling payment in Japan prescribed
in the said paragraph (limited to the case where any of these has

29



submitted a written application prescribed in the said paragraph): The
amount receivable, after deducting therefrom the amount specified by a
Cabinet Order prescribed in the said paragraph
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(10) Income tax shall not be imposed with respect to any interest to be received
by a nonresident or foreign corporation on designated foreign-issued company
bonds issued during the period from April 1, 1998, to March 31, 2008; provided,
however, that this shall not apply to such interest to be paid to a nonresident
having permanent establishments in Japan, which is attributed to a business
conducted by such nonresident or which is otherwise specified by a Cabinet
Order.
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(11) Designated foreign-issued company bonds prescribed in the preceding
paragraph shall mean foreign-issued company bonds issued in a state
designated by a Cabinet Order where due to the laws or regulations enforced or
practices accepted therein, the person in charge of handling payment of
interest is not allowed to disclose the information on the person who is to
receive payment and the fact that such disclosure is not allowed seems to be
recognized internationally (hereinafter referred to in this paragraph as a
"designated state"), which satisfy the requirement that interest thereon shall
be paid in the relevant designated state and any other requirements specified
by a Cabinet Order.
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(12) The provision of Article 212 of the Income Tax Act shall not apply to the
interest prescribed in the proviso of paragraph (10).
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(13) The provisions of the preceding paragraphs shall apply mutatis mutandis to
bonds in foreign currency (limited to bonds in foreign currency prescribed in
Article 2(1) and Article 4 of the Act on the Issue of Government Bonds in
Foreign Currency (Act No. 63 of 1963), which are issued outside Japan and
interest on which is paid outside Japan) issued during the period from April 1,
1998, to March 31, 2008. In this case, the phrase "Article 6(1) of the Act on
Special Measures Concerning Taxation (Special Provisions for Taxation on
Interest on Foreign-issued company bonds, etc.)" in paragraph (3) shall be
deemed to be replaced with "Article 6(1) of the Act on Special Measures
Concerning Taxation as applied mutatis mutandis pursuant to Article 6(13)
(Special Provisions for Taxation on Bonds in Foreign Currency)."
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(14) In addition to what is specified in paragraph (3), the procedure for
confirmation of the matters stated in a written application for tax exemption
and any other matters concerning the submission of a written application for
tax exemption, matters concerning a notice of the interest recipient
information as well as preservation and management of such information
provided in the notice, special provisions for omitting a notice in the case
where there is no change in the interest recipient information provided in the
previous notice, matters concerning the submission of an interest recipient
confirmation document, matters concerning documents to be attached to a final
return form which is filed by a person who has been subject to the collection of
income tax pursuant to the provision of paragraph (2) with respect to interest
on general foreign-issued company bonds, and other necessary matters
concerning the application of the provisions of paragraph (1), paragraph (2),
and paragraph (4) to the preceding paragraph shall be specified by a Cabinet
Order.

(e 1) [ B R 5 | B 2 12 38 W CHREER S V72 TR 55 O FI) - D FEFR L)
(Exclusion from Taxation of Interest on Deposits, etc. Settled in the Special
International Financial Transactions Account)
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Article 7 Where a financial institution prescribed in paragraph (3) of Article 21
of the Foreign Exchange and Foreign Trade Act (Act No. 228 of 1949) has
received deposits or borrowings during the period from April 1, 1998, to March
31, 2008, from a foreign corporation that has been certified, pursuant to the
provision of an Ordinance of the Ministry of Finance, as falling under the
category of nonresident prescribed in the said paragraph , and settled such
deposits or borrowings in a special international financial transactions account
prescribed in the said paragraph (hereinafter referred to in this Article as a
"special international financial transactions account"), income tax shall not be
imposed with respect to any interest on the deposits or borrowings to be paid to
the said foreign corporation; provided, however, that where any event has
occurred that is in violation of the provision of a Cabinet Order established
pursuant to the provision of Article 21(4) of the said Act, which pertains to the
matters concerning the settlement of a special international financial
transactions account, the provision of the main clause of this Article shall not
apply to such interest pertaining to the accounting period that includes the day
on which such event has occurred.

FEUE DO BEEORFEINEFEEILR D FTEE OB O K5
Section 4-2 Special Provisions for Taxation on Income, etc. of Specified
Foreign Subsidiary Companies, etc. Related to Residents
B—K BEHEOBENETIHEFITRK D FTHORBLO R
Subsection 1 Special Provisions for Taxation on Income of Specified
Foreign Subsidiary Companies, etc. Related to Residents

BEE IR D R A E 7 2% O B IR F ORI SFHEN)
(Inclusion in Gross Income of Retained Income of Specified Foreign Subsidiary
Companies, etc. Related to Residents)

B0l RIZHET 2 BEFRIRLAERRSED O b RKIEUIELD2FETTO
FITE T % [E I HIBIZ 31T 5 2 OFTfFIC L TR S L D BLO AR ARITIZ I T H1EAN
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BEHITHZET L0 (LLTFZOFKIZBWT FRESEFSHE] Lo, ) 23, B
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FOWHEIZBWCHL, ) ONFEHMELTHS TEDDL L AL VHE LZ4%
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Article 40-4 (1) Where an affiliated foreign company related to any of the
following residents, which falls under the category of affiliated foreign
company specified by a Cabinet Order as a company whose tax burden to be
imposed on its income earned in a state or territory where its head office or
principal office is located is significantly lower than the tax burden to be
imposed on the income of a corporation in Japan (hereinafter referred to in this
Subsection as a "specified foreign subsidiary company, etc."), in each business
year (meaning a business year prescribed in Article 2(2)(xix); hereinafter the
same shall apply in this Article) beginning on or after April 1, 1978, retains as
part of the amount of undistributed income, pursuant to the provision of a
Cabinet Order, any amount that is adjusted, with respect to the said amount of
undistributed income, based on the tax amount pertaining to the said amount
of undistributed income and the amount of dividend of surplus, dividend of
profit or distribution of surplus prescribed in Article 23(1)(i) of the Corporation
Tax Act (hereinafter referred to in this paragraph and the next paragraph as
"dividend of surplus, etc.") (such adjusted amount hereinafter referred to in
this Article as "eligible retained income"), the amount equivalent to the part of
eligible retained income which is calculated pursuant to the method specified
by a Cabinet Order as the amount of income corresponding to the number of
shares, etc. of the said specified foreign subsidiary company, etc. held by the
resident through direct and/or indirect ownership, while taking into
consideration the contents of the claim (meaning a claim to demand dividend of
surplus, etc., distribution of property and any other economic benefit;
hereinafter the same shall apply in this paragraph and the next paragraph)
vested in such shares, etc. (meaning shares or capital contributions; the same
shall apply in this paragraph and the next paragraph) (such part of eligible
retained income hereinafter referred to as "taxable retained income" in the
next Article) shall be deemed to be the resident's income categorized as
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miscellaneous income, and included in his/her gross income in the calculation

of the amount of his/her miscellaneous income for the year that includes the

day on which two months have elapsed since the day following the last day of
the relevant business year:

— O HHEPERS O E R K O M BERA ORAE OO Y32 E RS 4O
FATHERASUIME CYZANERBRESEN G T2 B OKRKNEZRLS, ) OREX
ITHREED 5 I E D LEIE CHRAEREBRESED RO A O NETITBITHIEANT
HOHGEITIE, YEHE L EZNENA NONETIZED HEEDONT NI ENEIE,
REIZBNT TEEL HZEONERERSAREORARE] Lo, ) ESD
DHL ETH 2 FEE

(i) A resident who holds shares, etc. of the affiliated foreign company through
direct and/or indirect ownership, the ratio of whose shares, etc. to the total
number or total amount of issued shares of or capital contributions to the
said affiliated foreign company (excluding the shares, etc. held by the said
affiliated foreign company) (in the case where the said foreign affiliated
company is a corporation listed in (a) to (c): the said ratio or the ratio listed
in (a) to (¢), whichever is larger; referred to in the next item as the "direct
and/or indirect ownership ratio for shares, etc. of an affiliated foreign
company") is five percent or more:

A R (FREOREFEICHETIREICHRDBDIZRD, LN 205 KOREA
IZBWTHLT, ) OBEP—FETRVWKRAEFELREITL TWDHIEN NZHBIT HEAN
k<. ) TOHT D UNEBRE IO EE K ORHIBERA O DE DY
AN EBIR S OFIRME DRI D 5 BIZEHD HEE

(a) A corporation that issues shares, etc. in which more than one voting right
(limited to a voting right pertaining to a resolution on dividend of surplus,
etc.; hereinafter the same shall apply in this item and the next paragraph)
is vested (excluding a corporation listed in (c)): The ratio of the number of
voting rights in the said affiliated foreign company held by the resident
through direct and/or indirect ownership to the total number of voting
rights in the said affiliated foreign company

2 GERMEONEDNER DMK ELFHITL TWDHIEN NTHBITDEANZRRLS, )
ZDOHT D YN E BRSO EH R OMERA OFE RHEIZEEDS < FIREDORLY
FEOHEO LN E BRSO EFEDFERMEICESESZIT L LN TEIRRE
DOEL Y EDRREAD 5 BIZH O HEIG

(b) A corporation that issues shares, etc. in which different claims are vested
(excluding a corporation listed in (c)): The ratio of the amount of dividend
of surplus, etc. based on the claim for the said affiliated foreign company
held by the resident through direct and/or indirect ownership to the total
amount of dividend of surplus, etc. receivable based on the claims vested in

the shares, etc. of the said affiliated foreign company
N R DB TIRWRAE R OFEREDONEN R 2 5 HRAFE LT LT
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(c) A corporation that issues both shares, etc. in which more than one voting
right is vested and shares, etc. in which different claims are vested: The
ratio specified in (a) or the ratio specified in (b), whichever is larger

= EELOMEZEONEBRSERAEORERIEG N E O ETh 5 — O FRIEKE
TEIN—TIBT L EE (R8T 2 EEE 2R, )

(i1) A resident who belongs to a family shareholder group whose direct and/or
indirect ownership ratio for shares, etc. of the foreign affiliated company is
five percent or more (excluding the resident listed in the preceding item).

2 HEEOCZOHIZEWT, ROFZICHEHT 5 HFEOERIT, SEA7ICEDDL LD
AlzE b,

(2) In the preceding paragraph and this paragraph, the meanings of the terms
listed in the following items shall be as prescribed respectively in those items:
— HSNEBEFESE SAEIEANT, ZOFITHERAITIHE (Z20F7T 5 HCOKASEF

ZR<, ) OBBOUIHRED 5 BIZEEER L ONEENE ISR RERIEEEE
BEEFEIAENEN L BB CED DRHROEROH 5IEFEFEEZ VS, LLTZD

FIZBWTRHR L, ) AT 2 EE M OHERA OKRXFEDOBOEFHE LA FED

O 25EIE CYZNENEADRDOA DHBANETIZBIT 2EANTH 256121, Yk

FEEEZENENANPOENETIZED ZHEDOWNT N NEWEIE) BNEZOI &

ZHHDEVD,

(i) Foreign affiliated company: A foreign corporation in which the ratio of the
sum of the number or amount of shares, etc. held through direct and/or
indirect ownership by residents, domestic corporations and specially-related
nonresidents (meaning nonresidents who have a special relationship
specified by a Cabinet Order with residents or domestic corporations;
hereinafter the same shall apply in this item) to the total number or total
amount of issued shares or capital contributions (excluding the shares, etc.
held by the foreign corporation) (in the case where the foreign corporation is
a corporation listed in (a) to (c¢): the said ratio or the ratio listed in (a) to (c),
whichever is larger) is more than 50 percent:

A BRHEOHD —E TRVWRRFLFEITL TV DHIEAN (N8BT 2ENE R
<o ) HEEANENEN ORI DRI D 5 HITEERE K OWENE A ON R 2k B
FRIETRAEE SA T 2 YEIMNETE N D EHE K ORI DOFRME DB DA FHE D &
D 5 EIE

(a) A corporation that issues shares, etc. in which more than one voting right
(excluding a corporation listed in (c)): The ratio of the sum of the number of
voting rights in the said foreign corporation held through direct and/or
indirect ownership by residents, domestic corporations and specially-
related nonresidents to the total number of voting rights in the said foreign

corporation

B GERMEONENRLRDHERAFLHITLTOVDEN (NTHBITSEAEZRRLS, )
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ELEE K ONH R A OFE RIS S FIR BSOS F OO B D 5 5 F &
(b) A corporation that issues shares, etc. in which different claims are vested
(excluding a corporation listed in (c)): The ratio of the sum of the amount of
dividend of surplus, etc. based on the claims for the said foreign
corporation held through direct and/or indirect ownership by residents,
domestic corporations and specially-related nonresidents to the total
amount of dividend of surplus, etc. receivable based on the claims vested in
the shares, etc. of the said foreign corporation
N RIRAEDED —E TR WRASE R OFEREONR DR DA EFE LT LT
DIEN A XTI IZED HEIGOWT N EmWEIG
(c) A corporation that issues both shares, etc. in which more than one voting
right is vested and shares, etc. in which different claims are vested: The
ratio specified in (a) or the ratio specified in (b), whichever is larger
RIS TIROLE HENE TSSO R FEFEEORE IS B0 L5
DE, BEABUER N Z OERIC L DB FEFEOTHOREOFREICET L0 L
LTHATCEDDREIZLVFELIGHEEM L LTHATEDDL L ZAITLY
YA FEEERGO AT EFELINIZRE LS FEFE BV TAELLXRBEOE
IR DL INZ T EZ VD,

(i1) Amount of undistributed income: An amount adjusted, with respect to the

amount of income of a specified foreign subsidiary company, etc. in its
settlement of accounts for each business year, pursuant to the method
specified by a Cabinet Order, based on the amount calculated in accordance
with the standards specified by a Cabinet Order in a manner equivalent to
the manner for calculating the amount of income for each business year
pursuant to the Corporation Tax Act and this Act, in terms of the amount of
loss incurred in each of the business years that commenced within seven

years before the first day of the relevant business year

= EREEROMERA OKRE O EASUINETE AN EREICA T 5 METE AN DK

AROENTHE OGN OMMOSNEIEANZE C THEICAT 2D & L TESTE
0 % B EIEN O OESUIHE OO B FHECULERHEZ W D

(ii1)) Number of shares, etc. (held) through direct and/or indirect ownership: The

Py

sum of the number of shares of or amount of capital contributions to a
foreign corporation held directly by an individual or domestic corporation
and the number of shares of or amount of capital contributions to the said
foreign corporation specified by a Cabinet Order as being held indirectly by
the said individual or domestic corporation via another foreign corporation

B R O A OFRIHEDEL A SUINENE AN EREICA T 2 4NEVEN D%
PRAE DI KL ML DOHANETENZ B U THBICAT 2008 LTEBE TED D Y%t E
ENDFBRAEDEDEFHEZ N D,
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(iv) Number of voting rights (held) through direct and/or indirect ownership:
The sum of the number of voting rights in a foreign corporation held directly
by an individual or domestic corporation and the number of voting rights in
the said foreign corporation specified by a Cabinet Order as being held
indirectly by the said individual or domestic corporation via another foreign
corporation

T EEEAOHERA OFEREICE S FIREOR Y F O HASUINEEAE
BICAHT DNEENDORKEDFE RIEICESEZIT L 2 ENTELRREOR Y%
DFEK O DO HMNETEN A 08 U THERICHE T 2 Y sEEN ORE OFERMEICE D
EZTHILENTELRREOEYFEDOFHE LTHATTEDD bDDEFHHE VD,

(v) Amount of dividend of surplus, etc. based on the claims (held) through
direct and/or indirect ownership: The sum of the amount of dividend of
surplus, etc. receivable based on the claims in the shares, etc. of a foreign
corporation held directly by an individual or domestic corporation and the
amount of dividend of surplus, etc. receivable based on the claims in the
shares, etc. of the said foreign corporation specified by a Cabinet Order as
being held indirectly by the said individual or domestic corporation via
another foreign corporation

N RBEKREZLV—T SERRS OS2 EE IMBEICRAT2H5 D b,
— O FRAEFE TN EEA KR Y — O FREE AINEEAN L Bn TED 255D B
oo sE GMEENERS, ) 209,

(vi) Family shareholder group: A group of persons who directly or indirectly
hold shares, etc. of an affiliated foreign company, within which a resident or
domestic corporation has a special relationship specified by a Cabinet Order
with the rest of the persons in the group (excluding a foreign corporation)

3 BHASIIET L EEE IR IFESNETSHE B (W& 23T, ) AL
IMEFEORA . TEFTA ML OMOEANIZEET MR Kl OB X 5 AT A
LLIFZINBICHETDI D (O OHEFICET 2HEAEL ST, ) B L < IXEFHE

(HIBHE M OB EBEHEZ O 2 NICHET D b D 2T Te, ) ORI L <1

ZERDOEN T2 EL2FELT L HDOERL<, ) BDEORIEIFET 2 FBEFT O

ET 2 EITHEIC BN TEDELL2FELIT I ICTKLE LD LN L FHGAT. JEEH,

THZOMOBEEMZEZA L, 72D, TOFEREOEH, IRLAVEEZH LT OTH

25D THLIYH KEIZEBWT [HEMZZATL2HOTHLILE] Lo, ) I
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[REE 2 N2 T2 @D O YRR EANE T 2B OFEIEF T 2HE DN T L L TE

TCEDLEMOEOBE O HITHYT MR LICeH] &1 2,

(3) With regard to the application of the provision of paragraph (1) in the case
where a specified foreign subsidiary company, etc. related to a resident listed
in each item of paragraph (1) (excluding a company engaged in, as its principal
business, the holding of shares (including capital contributions) or bonds, the
provision of industrial property rights or any other rights concerning
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technology, production methods involving special technology or any other

equivalent rights or methods (including the right to use these rights) or

copyrights (including rights of publication, neighboring rights and any other
equivalent rights) or the lending of vessels or aircrafts) has an office, store,
factory or any other fixed facility that is considered to be necessary for
conducting its principal business in the state or territory where its head office
or principal office is located, and takes charge of managing, controlling and
operating the business by itself (referred to in the next paragraph as the "case
where a specified foreign subsidiary company, etc. has a fixed facility"), the
phrase "amount that is adjusted" in the said paragraph shall be deemed to be
replaced with "amount that is adjusted,..., after deducting therefrom the

amount equivalent to ten percent of the amount of expense specified by a

Cabinet Order as a personnel expense for people engaged in the business at the

said specified foreign subsidiary, etc."

4 FH—HKORTEOBEIL, FH—HAZICHT 2 B EE MR D ATEICHE 5 FrE st
E - A0 OARNE AT F T 2 FH AT OFTET 2 [E ST 30 T REE iR 2 A
THLOTHLIGAETHHOT, FHREFEICBWNTEDITI ELLDHFENKRDOKFIC
BT 5 FHEDONTIUTEY T HNIIE CURAEFICEDLHBEICZATH L ET, 4
ZHRFESNEF SAEDOZE DR T D FEEEE IR D E AN ZHE ROV TR,
AL,

(4) Where a specified foreign subsidiary company, etc. prescribed in the
preceding paragraph that is related to a resident listed in each item of
paragraph (1) has a fixed facility in the state or territory where its head office
or principal office is located, and falls under any of the cases listed in the
following items depending on the type of business listed in the following items
to which its principal business corresponds in each business year, the
provisions of paragraph (1) and the preceding paragraph shall not apply to the
eligible retained income of the said specified foreign subsidiary company, etc.
for the relevant business year:

—  HIGEE., ST, [FEREE. AEFE. PRIRZE. KEZEIIMAEERLE ZTOFXL
F & U THEAESEF R F IR D —HA 58T 2 B EH . Y eEstE 1
SHFITR D FH AT AREONE -HEAFITET 2NEVEAN. Y e E 0%
AR DFEARTNGFONAFH —EHE G IH T 2 EBEANEOMIN L OFICHET HH
ELTHEATEDDLbDOUNDHE LD TITOTWLILE L L TEATED LA

(1) Wholesale business, banking business, trust business, securities business,
insurance business, water transportation business or air transportation
business: The case specified by a Cabinet Order in which the said specified
foreign subsidiary company, etc. conducts business mainly with a person
other than [1] a resident listed in each item of paragraph (1) who is related
to the said specified foreign subsidiary company, etc., [2] a domestic
corporation listed in each item of Article 66-6(1) that is related to the said
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specified foreign subsidiary company, etc., [3] a consolidated corporation
listed in each item of Article 68-90(1) that is related to the said specified
foreign subsidiary company, etc. or [4] any other person specified by a
Cabinet Order as being equivalent to the persons mentioned in [1] to [3]

= ORIBICBTAEESNOFE FoFR¥EL T L UTRE T EZ D EEHTOFE
T 5 E O F Ik CYRZE UK IR D KR TS TED L2 b DA ETe, ) T8N
TITOTWAHAE L LTHASTED L LE

(ii) Business other than those listed in the preceding item: The case specified
by a Cabinet Order in which the said specified foreign subsidiary company,
etc. conducts a business mainly in the state or territory where its head office
or principal office is located (including the water areas belonging to the said
state or territory which are specified by a Cabinet Order).

5 H—HZTICHTEEET. TOEIHRD FENEFRHFEORFEEFEE O
KHRE K OHEEHAEZOMOMBE D TED L EFH L YU FEFHEKTOHDOR
H26 A Zf#d 2 HOJET D455 OMEE B S TICIRM LT b,

(5) A resident listed in each item of paragraph (1) shall attach a balance sheet
and profit and loss statement for each business year regarding the specified
foreign subsidiary company, etc. related to the said resident as well as any
other documents specified by an Ordinance of the Ministry of Finance, to
his/her final return form for the year that includes the day on which two
months have elapsed since the day following the last day of the relevant
business year.

6 HoHXITHEWEOBEIT, MEFREZFICINLOREDHEMNH D EETHM LT
FH AR L, 2o, ZOHEHANH D Z & 2B bNICT 2FHL OMOEE 2 RAF L
TW2LHEITRY  WHT 2,

(6) The provisions of paragraph (3) and paragraph (4) shall apply only where the
resident has attached, to his/her final return form, a document stating that
these provisions shall apply, and preserved documents or any other materials
that certify that these provisions shall apply.

7 JEEEMSIEGEFE (REEFEACKREENCET 2EHE 4R% I ET
DHEBEELD DO BLEASNTNEDO =0 =58 - HICHET 2R EREETICHT S b
DEWVND, LFZOHIZBWTH L, ) O M2 B UIHEICRAT 255121,
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(7) Where a resident holds, directly or indirectly, a beneficial right of a foreign
trust (meaning a foreign investment trust prescribed in Article 2(22) of the Act
on Investment Trust and Investment Corporation, which is similar to a
specified investment trust prescribed in Article 68-3-3(1); hereinafter the same

39



shall apply in this paragraph), the trustee of the said foreign trust shall be
deemed to be a different person for each of the trust assets, etc. under the said
foreign trust (meaning assets and liabilities included in the trust property and
profits and expenses attributed to the said trust property; hereinafter the same
shall apply in this paragraph) and the trustee's own assets, etc.(meaning the
trustee's assets and liabilities as well as profits and expenses other than those
included in the trust assets, etc. under the foreign trust), and the provisions of
this Article (excluding paragraph (3), paragraph (4) and the preceding
paragraph) to Article 40-6 shall be applied thereto.

8 EABUEHMUEDOANFE _HEAOEMNZOEOREIZ, ATHOBREZEN T 55612
OWTHERT D,

(8) The provisions of Article 4-6(2) and Article 4-7 of the Corporation Tax Act
shall apply in the case where the provision of the preceding paragraph shall

apply.
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Article 40-5 (1) Where an event listed in item (i) or item (ii) has occurred with
regard to a specified foreign subsidiary company, etc. related to a resident who
is subject to the provision of paragraph (1) of the preceding Article with respect
to its income tax for the relevant year and each year before the relevant year,
or where an event listed in item (iii) has occurred with regard to an affiliated
foreign company prescribed in paragraph (2)(i) of the said Article (limited to an
affiliated foreign company that has received, from the said specified foreign
subsidiary company, etc., payment of dividend of surplus, dividend of profit or
distribution of surplus prescribed in Article 23(1)(i) of the Corporation Tax Act
(hereinafter referred to in this paragraph as "dividend of surplus, etc.") (such
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payment shall include the delivery listed in item (ii) of the amount specified in
the said item), which is specified by a Cabinet Order; hereinafter the same
shall apply in this Article) that is related to the said resident, if the amount
prescribed in each item contains any amount calculated pursuant to the
method specified by a Cabinet Order as being appropriated from the taxable
retained income pertaining to the resident (such amount hereinafter referred
to in this Article as "taxed amount of dividend, etc."), the amount equivalent to
the taxed amount of dividend, etc. shall, pursuant to the provision of a Cabinet
Order, be deducted when calculating the amount of dividend income pertaining
to the amount of dividend of surplus, etc. to be received by the resident from
the specified foreign subsidiary company, etc. or foreign affiliated company for
the year that includes the day on which the relevant event has occurred
(including any amount that shall be deemed to be dividend of surplus, etc. from
the said specified foreign subsidiary company, etc. or the said affiliated foreign
company pursuant to the provision of Article 25(1) of the Income Tax Act;
hereinafter referred to in this Article and the next Article as the "amount of
dividend, etc." ) or calculating the amount of miscellaneous income pertaining
to the taxable retained income to be included in the resident's gross income
pursuant to the provision of paragraph (1) of the preceding Article:
— FIREGOBLMEDIIA ZD3H D FREDOR M E D
(1) Payment of dividend of surplus, etc.: The amount of dividend of surplus, etc.
to be paid
ZOEABES A NURE -EHS S ICBIT 2 FERIC L 2 eEE OMOE O £
DAL VPO 2 & LR DRMBN e (5B _KE _HE _+5ICHETD
FIZEEL B EZ V9, RFICBWTRE L, ) IZHYET 285
(i1) Delivery of money or any other assets by reason of the occurrence of any of
the events listed in the items of Article 24(1) of the Corporation Tax Act: The
amount equivalent to the amount of profit reserve (meaning the amount of
profit reserve prescribed in Article 2(2)(xx); the same shall apply in the next
item) which is to be decreased due to the delivery
= HEEEICRT 2RISR OB Y E O S ITIE ABUES IR E —HA 7
BT DFERICLLEEEDMOEED AN Z OIS FlRe DOl 4FEOFH L
DA E VAT 2 Z & &R DRI BRI S 5 &40
(iii) Payment of dividend of surplus, etc. to the said resident or delivery of
money or any other assets to the said resident by reason of the occurrence of
any of the events listed in the items of Article 24(1) of the Corporation Tax
Act: The amount equivalent to the amount of profit reserve which is to be
decreased due to the amount of dividend of surplus, etc. to be paid or the
delivery
MU MZJEEEIKT NS DB DI Z O3 5 IS D Sy Bl D4R

(iv) Payment of distribution of profit to the resident: The amount of
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distribution of profit to be paid

2 AIEICHET 2EEE OZ OEDRIELIRTI —HFERNOFEIZB N T, RBLHER S F D
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(2) Where the amount equivalent to the taxed amount of dividend, etc. of the
resident prescribed in the preceding paragraph for each of the three years
preceding the relevant year contains any amount that remains after making
deduction pursuant to the provision of the said paragraph (excluding any
amount deducted for each of these years pursuant to the provision of this
paragraph; hereinafter referred to in this paragraph as the "remaining amount
of dividend, etc. after deduction"), the said remaining amount of dividend, etc
after deduction shall, pursuant to the provision of a Cabinet Order, be
deducted when calculating the amount of dividend income pertaining to the
amount of dividend of surplus, etc. to be received by the resident from the
specified foreign subsidiary company, etc. or foreign affiliated company for the
relevant year or calculating the amount of miscellaneous income pertaining to
the taxable retained income to be included in the resident's gross income
pursuant to the provision of paragraph (1) of the preceding Article.
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(3) The provisions of paragraph (1) and the preceding paragraph shall apply only
where the resident has filed a final return form for the year prescribed in
paragraph (1) or has continued to file the said final return form as well as final
return forms for the subsequent years from the year following the said year
until the year in which the resident seeks the application of the provision of
the preceding paragraph, and the resident has stated, in his/her final return
form for the year prescribed in paragraph (1) as well as final return forms for
the said subsequent years, the deduction of the deductible amounts pursuant to
the provision of the said paragraph or the preceding paragraph, and attached
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thereto a written statement concerning the said deductible amounts as well as
the calculation of the amount of dividend income pertaining to the amount of
dividend, etc. to be received from the specified foreign subsidiary company or
affiliated foreign company and the amount of miscellaneous income pertaining
to the taxable retained income to be included in the resident's gross income,
both of which are prescribed in paragraph (1) and the preceding paragraph. In
this case, the amount to be deducted pursuant to the provision of paragraph (1)
or the preceding paragraph shall be limited to the amount stated as such
amount to be deducted.
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(4) Even where a resident has not filed a final return form for the year for which
he/she seeks deduction pursuant to the provision of paragraph (1) or paragraph
(2) or has filed a final return form without a statement made therein or written
statement attached thereto regarding the whole or part of the amount to be
deducted, the district director may, when he/she finds any unavoidable reason
for the resident's failure to file a necessary final return form, make a necessary
statement therein or attach a necessary written statement thereto, apply the
provision of paragraph (1) or paragraph (2) to any amount for which the
statement or written statement set forth in the said paragraph has not been
made or attached, only if a document containing the statement set forth in the
said paragraph and a written statement set forth in the said paragraph are
submitted.

FUFRDON JEEEPHEMUFRONE —HS SITBIT 2 FITEE T 50 E 5 h0HE
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TS BUIE LT IR — HITHUE T 2 VERRIR R O FH R 2 OMLAT S D FE O I
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Article 40-6 Matters concerning the determination as to whether or not a
resident falls under any of the categories listed in the items of Article 44-4(1),
the calculation of the maximum amount of deduction prescribed in Article 95(1)
of the Income Tax Act with regard to the amount of dividend, etc. that a
resident receives from a specified foreign subsidiary company, etc. related to
the said resident, and other necessary matters concerning the application of
the provisions of the preceding two Articles shall be specified by a Cabinet
Order.
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Subsection 3 Special Provisions for Taxation on Income, etc. of
Specified Foreign Corporations Related to Residents Who Are
Specially-Related Shareholders, etc.

(FEERBIFRIR 1% T h 2 SR EE 1T4R 2 FrESNEE N O B IR SFH ORISR N)

(Inclusion in Gross Income of Retained Income of Specified Foreign
Corporations Related to Residents Who Are Specially-Related Shareholders,
etc.)
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Article 40-10 (1) Where, between a specially-related shareholder, etc. (meaning a
person who falls under the category of specified shareholder, etc. as well as an
individual and a corporation having a special relationship therewith as
specified by a Cabinet Order; hereinafter the same shall apply in this
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Subsection) and a specially-related domestic corporation, there is a
relationship specified by a Cabinet Order as a relationship whereby the said
specially-related shareholder, etc. indirectly holds shares, etc. (meaning shares
or capital contributions; hereinafter the same shall apply in this paragraph
and the next paragraph) that accounts for 80 percent or more of the total
number or total amount of issued shares of or capital contributions to the said
specially-related domestic corporation (excluding the shares or capital
contributions held by the corporation; hereinafter referred to in this paragraph
and the next paragraph as "issued shares, etc.") (such relationship referred to
in the next paragraph as a "specified relationship"), and a foreign corporation
specified by a Cabinet Order as acting as an intermediary between the said
specially-related shareholder, etc. and the said specially-related domestic
corporation by way of the holding of the issued shares, etc. (hereinafter
referred to in this Subsection as an "affiliated foreign corporation"), which falls
under the category of affiliated foreign corporation specified by a Cabinet
Order as a corporation whose tax burden to be imposed on its income earned in
a state or territory where its head office or principal office is located is
significantly lower than the tax burden to be imposed on the income of a
corporation in Japan (hereinafter referred to in this Subsection as a "specified
foreign corporation"), in each business year (meaning a business year
prescribed in Article 2(2)(xix); hereinafter the same shall apply in this Article)
beginning on or after October 1, 2007, retains as part of the amount of
undistributed income, pursuant to the provision of a Cabinet Order, any
amount that is adjusted, with respect to the said amount of undistributed
income, based on the tax amount pertaining to the said amount of
undistributed income and the amount of dividend of surplus, dividend of profit
or distribution of surplus prescribed in Article 23(1)(Q) of the Corporation Tax
Act (hereinafter referred to in this paragraph as "dividend of surplus, etc.")
(such adjusted amount hereinafter referred to in this Article as "eligible
retained income"), the amount equivalent to the part of eligible retained
income which is calculated pursuant to the method specified by a Cabinet
Order as the amount of income corresponding to the number of shares, etc. of
the said specified foreign corporation held by the resident who is the said
specially-related shareholder, etc. through direct and/or indirect ownership,
while taking into consideration the contents of the claim (meaning a claim to
demand dividend of surplus, etc., distribution of property and any other
economic benefit) vested in such shares, etc. (such part of eligible retained
income referred to in the next Article as "taxable retained income") shall be
deemed to be the income of the resident who is the said specially-related
shareholder, etc. categorized as miscellaneous income, and included in his/her
gross income in the calculation of the amount of his/her miscellaneous income
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for the year that includes the day on which two months have elapsed since the
day following the last day of the relevant business year:
2 ZOFKIIEBNT, ROFZICHEHITOHEOERIT, SEETICEDDLLEIAILLD,
(2) In this Subsection, the meanings of the terms listed in the following items
shall be as prescribed respectively in those items:
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(1) Specified shareholder, etc.: An individual and corporation holding, at the
time immediately before a specified relationship is established, shares, etc. of
a specified domestic corporation (meaning a domestic corporation wherein
not more than five shareholders, etc. (meaning shareholders, etc. prescribed
in Article 2(1)(viii)-2 of the Income Tax Act) as well as individuals and
corporations having a special relationship therewith as specified by a
Cabinet Order hold shares, etc. that account for 80 percent or more of the
total number or total amount of its issued shares, etc. at that time; the same
shall apply in the next item)
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(i1) Specially-related domestic corporation: A specified domestic corporation, or
a domestic corporation specified by a Cabinet Order as a corporation that has
received the transfer of the majority of assets and liabilities from a specified
domestic corporation
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(iii) Amount of undistributed income: An amount adjusted, with respect to the
amount of income of a specified foreign corporation in its settlement of
accounts for each business year, pursuant to the method specified by a
Cabinet Order, based on the amount calculated in accordance with the
standards specified by a Cabinet Order in a manner equivalent to the
manner for calculating the amount of income for each business year pursuant
to the Corporation Tax Act and this Act, in terms of the amount of loss
incurred in each of the business years that commenced within seven years
before the first day of the relevant business year

MO e ORERA O EOH FBEE INEEANEREICE T 29 NEEAD
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(iv) Number of shares, etc. held through direct and/or indirect ownership: The
sum of the number of shares of or amount of capital contributions to a
foreign corporation held directly by a resident or domestic corporation and
the number of shares of or amount of capital contributions to the said foreign
corporation specified by a Cabinet Order as being held indirectly by the said
individual or domestic corporation via another foreign corporation
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(3) With regard to the application of the provision of paragraph (1) in the case
where a specified foreign corporation related to a resident who is a specially-
related shareholder, etc. (excluding a corporation engaged in, as its principal
business, the holding of shares (including capital contributions) or bonds, the
provision of industrial property rights or any other rights concerning
technology, production methods involving special technology or any other
equivalent rights or methods (including the right to use these rights) or
copyrights (including rights of publication, neighboring rights and any other
equivalent rights) or the lending of vessels or aircrafts) has an office, store,
factory or any other fixed facility that is considered to be necessary for
conducting its principal business in the state or territory where its head office
or principal office is located, and takes charge of managing, controlling and
operating the business by itself (referred to as the "case where a specified
foreign corporation has a fixed facility" in the next paragraph), the phrase
"amount that is adjusted" in the said paragraph shall be deemed to be replaced
with "amount that is adjusted,..., after deducting therefrom the amount
equivalent to ten percent of the amount of expense specified by a Cabinet
Order as a personnel expense for people engaged in the business at the said
specified foreign corporation."
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(4) Where a specified foreign corporation prescribed in the preceding paragraph
that is related to a resident who is a specially-related shareholder, etc. has a
fixed facility in the state or territory where its head office or principal office is
located, and falls under any of the cases listed in the following items depending
on the type of business listed in the following items to which its principal
business corresponds in each business year, the provisions of paragraph (1) and
the preceding paragraph shall not apply to the eligible retained income of the
said specified foreign corporation for the relevant business year:
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(1) Wholesale business, banking business, trust business, securities business,
insurance business, water transportation business or air transportation
business: The case specified by a Cabinet Order in which the said specified
foreign corporation conducts business mainly with a person other than [1] a
specially-related domestic corporation that is related to the said specified
foreign corporation, [2] a specially-related shareholder, etc. or [3] any other
person specified by a Cabinet Order as being equivalent to the persons
mentioned in [1] or [2]
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(i1) Business other than those listed in the preceding item: The case specified
by a Cabinet Order in which the said specified foreign corporation conducts
business mainly in the state or territory where its head office or principal
office is located (including the water areas belonging to the said state or
territory which are specified by a Cabinet Order prescribed in Article 40-
4(4)(i1).
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(5) A resident who is a specially-related shareholder, etc. shall attach a balance
sheet and profit and loss statement for each business year regarding the
specified foreign corporation related to the said resident as well as any other
documents specified by an Ordinance of the Ministry of Finance, to his/her
final return form for the year that includes the day on which two months have
elapsed since the day following the last day of the relevant business year.

6 H_HUIEMHEOBEIL, MERFHEFICINOOREDOHEM N H L5 2L# LT
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(6) The provisions of paragraph (3) and paragraph (4) shall apply only where the
resident has attached, to his/her final return form, a document stating that
these provisions shall apply, and preserved documents or any other materials
that certify that these provisions shall apply.
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(7) The provision of paragraph (1) shall not apply where an affiliated foreign
corporation related to a resident who is a specially-related shareholder, etc.
falls under the category of affiliated foreign company prescribed in Article 40-
4(2)(i) and the said resident who is the said specially-related shareholder, etc.
falls under the category of resident listed in each item of Article 40-4(1).
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(8) Where a resident who is a specially-related shareholder, etc. holds, directly or
indirectly, a beneficial right of a foreign trust (meaning a foreign investment
trust prescribed in Article 2(22) of the Act on Investment Trust and Investment
Corporation, which is similar to a specified investment trust prescribed in
Article 68-3-3(1); hereinafter the same shall apply in this paragraph), the
trustee of the said foreign trust shall be deemed to be a different person for
each of the trust assets, etc. under the said foreign trust (meaning assets and
liabilities included in the trust property and profits and expenses attributed to
the said trust property; hereinafter the same shall apply in this paragraph)
and the trustee's own assets, etc.(meaning the trustee's assets and liabilities as
well as profits and expenses other than those included in the trust assets, etc.
under the foreign trust), and the provisions of this Article (excluding
paragraph (3), paragraph (4) and paragraph (6)) to Article 40-12 shall be
applied thereto.

9 EABUEFENSZORE “HEOENEOLOMREIL, siEOHREZEHT 25481
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(9) The provisions of Article 4-6(2) and Article 4-7 of the Corporation Tax Act
shall apply mutatis mutandis in the case where the provision of the preceding
paragraph shall apply.
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Article 40-11 (1) Where an event listed in item (i) or item (ii) has occurred with
regard to a specified foreign corporation related to a resident who is subject to
the provision of paragraph (1) of the preceding Article with respect to its
income tax for the relevant year and each year before the relevant year, or
where an event listed in item (iii) has occurred with regard to an affiliated
foreign corporation (limited to an affiliated foreign corporation that has
received, from the said specified foreign corporation, payment of dividend of
surplus, dividend of profit or distribution of surplus prescribed in Article
23(1)(1) of the Corporation Tax Act (hereinafter referred to in this paragraph as
"dividend of surplus, etc.") (such payment shall include the delivery listed in
item (ii) of the amount specified in the said item (ii)), which is specified by a
Cabinet Order; hereinafter the same shall apply in this Article) that is related
to the said resident, if the amount prescribed in each item contains any
amount calculated pursuant to the method specified by a Cabinet Order as
being appropriated from the taxable retained income pertaining to the resident
(such amount hereinafter referred to in this Article as "taxed amount of
dividend, etc."), the amount equivalent to the taxed amount of dividend, etc.
shall, pursuant to the provision of a Cabinet Order, be deducted when
calculating the amount of dividend income pertaining to the amount of
dividend of surplus, etc. to be received by the resident from the specified
foreign corporation or foreign affiliated corporation for the year that includes
the day on which the relevant event has occurred (including any amount that
shall be deemed to be dividend of surplus, etc. from the said specified foreign
corporation or the said affiliated foreign corporation pursuant to the provision
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of Article 25(1) of the Income Tax Act; hereinafter referred to in this Article

and the next Article as the "amount of dividend, etc." ) or calculating the

amount of miscellaneous income pertaining to the taxable retained income to
be included in the resident's gross income pursuant to the provision of
paragraph (1) of the preceding Article:

— FIREGOEYEDOIIL FOID RSO Y FEDOH

(1) Payment of dividend of surplus, etc.: The amount of dividend of surplus, etc.
to be paid
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(i1) Delivery of money or any other assets by reason of the occurrence of any of
the events listed in the items of Article 24(1) of the Corporation Tax Act: The
amount equivalent to the amount of profit reserve (meaning the amount of
profit reserve prescribed in Article 2(2)(xx); the same shall apply in the next
item) which is to be decreased due to the delivery
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(iii) Payment of dividend of surplus, etc. to the resident or delivery of money or
any other assets to the resident by reason of the occurrence of any of the
events listed in the items of Article 24(1) of the Corporation Tax Act: The
amount equivalent to the amount of profit reserve which is to be decreased
due to the amount of dividend of surplus, etc. to be paid or the delivery
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(2) Where the amount equivalent to the taxed amount of dividend, etc. of the
resident prescribed in the preceding paragraph for each of the three years
preceding the relevant year contains any amount that remains after making
deductions pursuant to the provision of the said paragraph (excluding any
amount deducted for each of these years pursuant to the provision of this
paragraph; hereinafter referred to in this paragraph as the "remaining amount
of dividend, etc. after deduction"), the said remaining amount of dividend, etc.
after deduction shall, pursuant to the provision of a Cabinet Order, be
deducted when calculating the amount of dividend income pertaining to the
amount of dividend of surplus, etc. to be received by the resident from the
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specified foreign corporation or foreign affiliated corporation for the relevant

year or calculating the amount of miscellaneous income pertaining to the

taxable retained income to be included in the resident's gross income pursuant

to the provision of paragraph (1) of the preceding Article.
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(3) The provisions of Article 40-5(3) and (4) shall apply mutatis mutandis in the
case where the provisions of the preceding two paragraphs shall apply. In this

3 FEWtFOL

case, each term or phrase listed in the middle column of the table below that

appears in the provision listed in the upper [left hand] column of the same

table shall be deemed to be replaced with the corresponding term or phrase

listed in the lower [right hand] column of the same table.

FU+FD
T =R
Article 40-
5(3)

F—ETAMEOHE L, FH—H
The provisions of paragraph (1)
and the preceding paragraph
shall apply only where the
resident has filed a final
return form for the year
prescribed in paragraph (1)

FHERO+—5—HXTHE
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The provisions of Article 40-
11(1) or (2) shall apply only
where the resident has filed a
final return form for the year
prescribed in paragraph (1) of
the said Article

LUA% RiTTE

the year following the said
year until the year in which
the resident seeks the
application of the provision of
the preceding paragraph

LIt [R5

the year following the said
year until the year in which
the resident seeks the
application of the provision of
paragraph (2) of the said
Article

T 25 —H

his/her final return form for
the year prescribed in
paragraph (1)

eI 2 R&H —H

his/her final return form for
the year prescribed in
paragraph (1) of the said
Article

EEEdEIE
the said paragraph or the
preceding paragraph

B EEE S e

the said paragraph or
paragraph (2) of the said
Article

52




55— SUTRTHEICHE 3 2 8 Sh | RIS — U3 HICHE T
[ -5 3 E R R 2% RS ENE N TS E B R IE
the amount of dividend income | A
pertaining to the amount of the amount of dividend
dividend, etc. to be received income pertaining to the
from the specified foreign amount of dividend, etc. to be
subsidiary company, etc. or received from the specified
affiliated foreign company..., foreign corporation or
both of which are prescribed in | affiliated foreign
paragraph (1) and the corporation..., both of which
preceding paragraph are prescribed in paragraph
(1) or (2) of the said Article
. BT LA V IRSRE — TR
paragraph (1) or the preceding | paragraph (1) or (2) of the
paragraph said Article
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Article 40-
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preceding paragraph I8
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the said Article
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Article 40-12 Matters concerning the determination as to whether or not there is
a specified relationship prescribed in Article 40-10(1) between a specially-
related shareholder, etc. and a specially-related domestic corporation, the
calculation of the maximum amount of deduction prescribed in Article 95(1) of
the Income Tax Act with regard to the amount of dividend, etc. that a resident
receives from a specified foreign corporation related to the said resident, and
other necessary matters concerning the application of the provisions of the
preceding two Articles shall be specified by a Cabinet Order.

EBAE ZFofoRpE]

Section 6 Other Special Provisions
(BRI AR D o BERBLSE)

(Separate Taxation, etc. for Profit from Redemption, etc.)
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Article 41-12 (1) With respect to profit receivable by an individual from
redemption of discount bonds issued on or after April 1, 1988, notwithstanding
the provisions of Article 22, Article 89 and Article 165 of the Income Tax Act,
income tax shall be imposed separately from his/her other income, by applying
a tax rate of 18 percent (or 16 percent in the case of company bonds issued by a
Trans-Tokyo Bay Highway constructor prescribed in Article 2(1) of the Act on
Special Measures Concerning the Construction of the Trans-Tokyo Bay
Highway (Act No. 45 of 1986) with the approval set forth in Article 10(1) of the
said Act and bonds issued by the Organization for Promoting Urban
Development prescribed in Article 3(1) of the Act on Special Measures
Concerning the Promotion of Urban Development with the approval set forth in
Article 8(3) of the said Act, which fall under the category of discount bonds
(referred to in the next paragraph and paragraph (3) as "specified discount
bonds") to such amount receivable.

2 NENEANXIISEENZ, BRA+ =4 — B DRICEIT S HsHEIZ D& X
Lz 2T D REEEERICOVTIRRAMNDO L2RZGLNHLbDE L, TOXHAE
T REBEEITONVTEHSOH/N (FFEFRSHEIC D& AT 5 XEEBEAELICD
WTIE, B OFR) OBFEZEM L CIMSBileiltd 2,

(2) A domestic corporation or foreign corporation shall be liable to pay income tax
with respect to profit receivable from redemption of discount bonds issued on or
after April 1, 1988, and income tax shall be imposed by applying a tax rate of
18 percent (or 16 percent in the case of profit receivable from redemption of
specified discount bonds).

3 MR+ ZAEHA — HURICHITSNZHSMEDORITE (ZNICHETLHH L LT
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(3) The issuer (including a person specified by a Cabinet Order as being
equivalent thereto; the same shall apply in paragraph (5) and paragraph (6)) of
discount bonds issued on or after April 1, 1988, shall collect, upon issue of the
said discount bonds, from the person who is to acquire the bonds, income tax
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equivalent to the amount calculated by deducting the issue price from the face
value of the said discount bonds and then multiplying the result by a tax rate
of 18 percent (or 16 percent in the case of profit receivable from redemption of
specified discount bonds), and pay it to the State no later than the tenth day of
the month following the month that includes the date of collection, pursuant to
the provision of a Cabinet Order.
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(4) Income tax to be collected and paid pursuant to the provision of the preceding
paragraph shall be deemed to be withholding income tax prescribed in Article
2(1)(x1v) of the Income Tax Act, and the provisions of the said Act (excluding
Part II, Part III, and Part V, Chapter I), the Act on General Rules for National
Taxes, and the National Tax Collection Act shall be applied thereto; where
redemption (including retirement by purchase) is made with respect to
discount bonds set forth in the preceding paragraph, income tax to be collected
pursuant to the provision of the preceding paragraph shall, pursuant to the
provision of a Cabinet Order, be deemed to be income tax that is to be collected
from the acquirer set forth in the said paragraph (in the case where the said
acquirer is not the person who is to receive the redemption: the said person
who is to receive the redemption) as income tax on profit from redemption
when the acquirer receives the said redemption. In this case, where the said
acquirer is a domestic corporation or foreign corporation, with regard to the
application of the provisions of the Corporation Tax Act to the said domestic
corporation or foreign corporation: in Article 68(1), Article 81-14(1) and Article
100(1) of the said Act, the phrase "or prize money" shall be deemed to be
replaced with "or prize money... or profit from redemption prescribed in Article
41-12(2) of the Act on Special Measures Concerning Taxation (Separate
Taxation, etc. for Profit from Redemption)," and the phrase "the said Act" shall
be deemed to be replaced with "the Income Tax Act or the Act on Special
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Measures Concerning Taxation"; in Article 144 of the said Act, "the Income Tax
Act" shall be deemed to be replaced with "the Income Tax Act or the Act on
Special Measures Concerning Taxation," and the phrase "the said Act" shall be
deemed to be replaced with "the Income Tax Act."
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(5) Where the issuer of discount bonds issued on or after April 1, 1988, redeems
the said discount bonds by bringing the redemption date forward or retires the
said discount bonds by purchase prior to the redemption date, the said issuer
shall refund, pursuant to the provision of a Cabinet Order, to the person who is
to receive such redemption (including retirement by purchase), part of the
amount equivalent to the amount of income tax collected pursuant to the
provision of paragraph (3) and deemed to be income tax set forth in the
preceding paragraph.
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(6) Where the issuer of discount bonds issued on or after April 1, 1988, makes
payment of profit from redemption of the said discount bonds to a corporation
prescribed in Article 11(1) or (2) of the Income Tax Act or a trustee of a
charitable trust or participant protection trust prescribed in paragraph (3) of
the said Article (in the case of payment to a trustee of a charitable trust or
participant protection trust: such payment of profit from redemption shall be
limited to payment related to the relevant trust property), the said issuer shall
refund, pursuant to the provision of a Cabinet Order, to the person who is to
receive payment, the whole or part of the amount equivalent to the amount of
income tax collected pursuant to the provision of paragraph (3) and deemed to
be income tax set forth in paragraph (4) (excluding the amount for which a
refund shall be made pursuant to the provision of the preceding paragraph).
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(7) Discount bonds prescribed in the preceding paragraphs shall mean

56



government or company bonds (limited to those specified by a Cabinet Order)

issued by means of a discount, except for those listed in the following, and

profit from the redemption prescribed in these paragraphs shall mean margin

profit generated when the redemption price of discount bonds (or the purchase
price of discount bonds in the case of retirement by purchase) exceeds the issue
price thereof:

— AEREORITICET DIEREE —RE - HEIE =H (RIEE NSV THEH
TomAEET, ) OREICIVBITINDRER —FE-HIIHET 24 EE

(FEENRICHET 24 EEEET, )

(1) Bonds in foreign currency prescribed in Article 1(1) of the Act on the Issue of
Government Bonds in Foreign Currency that are issued pursuant to the
provision of Article 1(1) of the said Act or paragraph (3) of the said Article
(including the cases where it is applied mutatis mutandis pursuant to Article
4 of the said Act) (including bonds in foreign currency prescribed in Article 4
of the said Act)

R OIEFIZ XY RSE ST IE AN UIE T ORBUEIC L D BT T HEFED 5 B
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(i1) Bonds issued by a corporation established under special laws or regulations
pursuant to the provision of the said laws or regulations, which are specified
by a Cabinet Order
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(8) In addition to what is specified in paragraph (3) to paragraph (6), necessary
matters concerning the application of the provisions of paragraph (1) and
paragraph (2) shall be specified by a Cabinet Order.
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(9) Where, with respect to government or company bonds issued by means of a
discount on or after April 1, 1999, that are listed in the following (including
those specified by a Cabinet Order as being similar thereto), for which a period
from the date of issue to the redemption date is not more than one year
(hereinafter referred to in this paragraph as "short-term government or
company bonds"), specified entries or records under the book-entry transfer
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system (meaning entries or records in a transfer account book set forth in the

Act on Book-Entry Transfer of Company Bonds, etc. which are made pursuant

to the provisions of the said Act; hereinafter referred to in this Article as

"entries or records under the book-entry transfer system"), which are specified

by a Cabinet Order; hereinafter the same shall apply in this paragraph) are

made together with all other short-term government or company bonds that

have the same brand at the time of issue, such short-term government or

company bonds for which the said specified entries or records under the book-

entry transfer system are made (limited to those that satisfy the requirements

specified by an Ordinance of the Ministry of Finance for bonds held by a

specified person; hereinafter referred to in this Article as "specified short-term

government or company bonds") shall not fall under the category of discount

bonds prescribed in paragraph (1) to paragraph (6):
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(1) National government bonds issued pursuant to the provision of Article 5(1)
or Article 5-2 of the Special Account for the National Debt Consolidation
Fund Act (Act No. 6 of 1906)
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(i1) National government bonds issued pursuant to the provision of Article 3 or
Article 4 of the Foodstuff Control Special Account Act (Act No. 37 of 1921)
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(ii1) National government bonds issued pursuant to the provision of Article 7(1)
of the Public Finance Act (Act No. 34 of 1947)
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(iv) National government bonds issued pursuant to the provision of Article 6(1)
or the proviso of Article 6(2) of the Special Account for National Forest
Service Act (Act No. 38 of 1947)
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(v) National government bonds issued pursuant to the provision of Article 4(1)
or Article 18(1) or the proviso of Article 18(2) of the Foreign Exchange Fund
Special Account Act (Act No. 56 of 1951)
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(vi) National government bonds issued pursuant to the provision of Article 9(1)
of the Fiscal Loan Fund Act (Act No. 100 of 1951)
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(vi1) National government bonds issued pursuant to the provision of Article
11(1) or Article 12 of the Fiscal Loan Fund Special Account Act (Act No. 101
of 1951)
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(viii) National government bonds issued pursuant to the provision of Article
12(2) or Article 13(1) of the Act on the Special Account for Petroleum and the
More Sophisticated Structure of Demand and Supply of Energy Policies (Act
No. 12 of 1967)
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(ix) Short-term company bonds prescribed in Article 66(i) of the Act on Book-
Entry Transfer of Company Bonds, etc. or book-entry transfer bonds in
foreign currency prescribed in Article 36(1) of the Supplementary Provisions
of the said Act, which satisfy the requirements specified by an Ordinance of
the Ministry of Finance
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(x) Short-term Shoko Chukin Bank bonds prescribed in Article 33-2 of the
Shoko Chukin Bank Act (Act No. 14 of 1936)

T BEEEMOCEREENCET 2EREE =R+ 2F —HICRET 28
B IENE

(xi) Short-term investment corporation bonds prescribed in Article 139-12(1) of
the Act on Investment Trust and Investment Corporation
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(xi1) Short-term bonds prescribed in Article 54-4(1) of the Shinkin Bank Act
(Act No. 238 of 1951)
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(xiii) Short-term company bonds prescribed in Article 61-10(1) of the Insurance
Business Act (Act No. 105 of 1995)
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(xiv) Specified short-term company bonds prescribed in Article 2(8) of the Act
on Securitization of Assets
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(xv) Short-term Norinchukin Bank bonds prescribed in Article 62-2(1) of the
Norinchukin Bank Act (Act No. 93 of 2001)
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(10) The provision of Article 37-15(1) shall not apply to any income specified by a
Cabinet Order as income from the transfer of specified short-term government
or company bonds issued in Japan.
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(11) The provision of Article 37-15(2) shall not apply to the transfer of specified
short-term government or company bonds issued in Japan.
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(12) Where a person (excluding the corporations listed in Appended Table 1 of the
Corporation Tax Act, specified book-entry transfer institution, etc., foreign
intermediary and any other person specified by a Cabinet Order) makes, for
the first time since April 1, 1999, entries or records under the book-entry
transfer system with regard to specified book-entry transfer national
government bonds, etc. (meaning specified short-term government or company
bonds, principal-only book-entry transfer national government bonds
prescribed in Article 90(2) of the Act on Book-Entry Transfer of Company
Bonds, etc., and coupon-only book-entry transfer national government bonds
prescribed in paragraph (3) of the said Article for which separate trading of
principal and interest prescribed in paragraph (1) of the said Article has been
conducted pursuant to the provision of an Ordinance of the Ministry of
Finance; hereinafter the same shall apply in this Article) in the person's
account that will be or has been established with a specified book-entry
transfer institution, etc. (meaning a [1] book-entry transfer institution
prescribed in Article 2(2) of the Act on Book-Entry Transfer of Company Bonds,
etc., [2] an institution that shall be deemed to be the said book-entry transfer
institution pursuant to the provision of Article 48 of the said Act, and [3] a
specified account management institution (meaning a specified account
management institution prescribed in Article 5-2(5)(i1)) and specified indirect
account management institution (meaning a specified indirect account
management institution prescribed in Article 5-2(5)(iii)), with each of which
the said book-entry transfer institution (including an institution that shall be
deemed as such) has established an account in accordance with the operational
rules prescribed in Article 3(1)(v) of the said Act; hereinafter the same shall
apply in this Article) or established with a foreign intermediary (meaning a
foreign indirect account management institution prescribed in Article 5-
2(5)(viii) (hereinafter referred to in this Article as a "foreign indirect account
management institution") and a foreign further indirect account management
institution prescribed in Article 5-2(5)(vii) (hereinafter referred to in this
Article as a "foreign further indirect account management institution");
hereinafter the same shall apply in this Article), via a business office, etc.
(meaning a business office, etc. prescribed in Article 5-2(1); hereinafter the
same shall apply in this Article) of the said specified book-entry transfer
institution, etc. or an overseas business office, etc. (meaning a business office
or any other office of a foreign intermediary which is located outside Japan;
hereinafter the same shall apply in this paragraph and the next paragraph) of
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the said foreign intermediary, such person shall, upon making the first entries
or records under the book-entry transfer system (limited to those made in the
said account; hereinafter the same shall apply in this Article), submit a written
notice stating the person's name and address (or any other place specified by
an Ordinance of the Ministry of Finance in the case where the person does not
have an address in Japan; hereinafter the same shall apply in this Article) and
any other matters specified by an Ordinance of the Ministry of Finance, to the
head of the business office, etc. of the specified book-entry transfer institution,
etc. through which the person makes the entries or records under the book-
entry transfer system, or submit such a written notice via the foreign
intermediary through which the person makes entries or records under the
book-entry transfer system (in the case where the said foreign intermediary is
a foreign further indirect account management institution, submission shall be
made via the said foreign intermediary (in the case where the said foreign
intermediary makes entries or records under the book-entry transfer system
regarding the said specified book-entry transfer national government bonds,
etc. through another foreign further indirect account management institution,
submission shall be made via the said foreign intermediary and such other
foreign further indirect account management institution pertaining to the
entries or records under the book-entry transfer system regarding the said
specified book-entry transfer national government bonds, etc.) and the foreign
indirect account management institution pertaining to the entries or records
under the book-entry transfer system regarding the said specified book-entry
transfer national government bonds, etc.), to the head of the business office, etc.
of the specified book-entry transfer institution, etc. through which the said
foreign intermediary (in the case where the said foreign intermediary is a
foreign further indirect account management institution: the foreign indirect
account management institution pertaining to the entries or records under the
book-entry transfer system regarding the said specified book-entry transfer
national government bonds, etc.) makes entries or records under the book-
entry transfer system regarding the said specified book-entry transfer national
government bonds, etc. In this case, such person who submits the said written
notice shall present a copy of the person's certificate of residence, certificate of
registered matters of the corporation and any other document specified by a
Cabinet Order (hereinafter referred to in this paragraph to paragraph (18) as
"identification documents") to the head of the business office, etc. of the
specified book-entry transfer institution, etc. to which the said written notice is
submitted (excluding the case where the said written notice is submitted via
the said foreign intermediary; hereinafter the same shall apply in this
paragraph) or to the head of the overseas business office, etc. of the said
foreign intermediary to which the said written notice is submitted, and the
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head of the business office, etc. of the specified book-entry-transfer institution,
etc. to which the said written notice is submitted or the head of the overseas
business office, etc. of the said foreign intermediary to which the said written
notice is submitted shall confirm, by the said identification documents, the
name and address stated in the said written notice.
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(13) In the case referred to in the first part of the preceding paragraph, where
the written notice set forth in the said paragraph has been received by the
head of the overseas business office, etc. of the foreign intermediary set forth in
the said paragraph, it shall be deemed that the said written notice has been
submitted to the head of the business office, etc. of the specified book-entry
transfer institution, etc. through which the person makes entries or records
under the book-entry transfer system regarding the specified book-entry
transfer national government bonds, etc. set forth in the said paragraph, when
it has been received by the said head of the overseas business office, etc. of the
foreign intermediary.
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(14) A foreign intermediary that has made a confirmation set forth in the second
part of paragraph (12) shall, for each person who makes entries or records
under the book-entry transfer system set forth in the said paragraph, submit a
document certifying that the confirmation set forth in the said paragraph has
been made, the identification documents used for the said confirmation and
any other document specified by a Cabinet Order, to the head of the business
office, etc. of the specified book-entry transfer institution through which the
said foreign intermediary makes the said entries or records under the book-
entry transfer system regarding the specified book-entry transfer national
government bonds, etc. (in the case where the said foreign intermediary is a
foreign further indirect account management institution, submission shall be
made via the foreign indirect account management institution pertaining to the
entries or records under the book-entry transfer system regarding the said
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specified book-entry transfer national government bonds, etc. (in the case
where the said foreign intermediary makes entries or records under the book-
entry transfer system regarding the said specified book-entry transfer national
government bonds, etc. through another foreign further indirect account
management institution, submission shall be made via the said foreign
intermediary and such other foreign further indirect account management
institution pertaining to the entries or records under the book-entry transfer
system regarding the said specified book-entry transfer national government
bonds, etc.) to the head of the business office, etc. of the specified book -entry
transfer institution, etc. through which the said foreign indirect account
management institution makes entries or records under the book-entry
transfer system regarding the said specified book-entry transfer national
government bonds, etc.)

15 SAEMMEEIT. B HICHET 2 RECRE L 2T 580 4 E I EHE
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(15) A foreign intermediary shall keep books with regard to the book-entry
transfer national government bonds, etc. for which the person who makes
entries or records under the book-entry transfer system prescribed in
paragraph (12) has made entries or records under the book-entry transfer
system through the said foreign intermediary, and shall state or record in such
books, pursuant to the provision of a Cabinet Order, the day on which entries
or records under the book-entry transfer system have been made with regard to
the said book-entry transfer national government bonds, etc., and any other
matters specified by an Ordinance of the Ministry of Finance, for each person
who makes entries or records under the book-entry transfer system.
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(16) A foreign intermediary shall, for each person who makes entries or records
under the book-entry transfer system prescribed in the preceding paragraph,
pursuant to the provision of a Cabinet Order, give notice of the day on which
entries or records under the book-entry transfer system have been made with
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regard to the specified book-entry transfer national government bonds, etc. for
which the said person who makes entries or records under the book-entry
transfer system has made entries or records under the book-entry transfer
system through the said foreign intermediary, and any other matters specified
by an Ordinance of the Ministry of Finance, to the specified book-entry transfer
institution, etc. through which the said foreign intermediary has made entries
or records under the book-entry transfer system regarding the said specified
book-entry transfer national government bonds, etc. (in the case where the said
foreign intermediary is a foreign further indirect account management
institution, notice shall be given to the specified book-entry transfer institution,
etc. through which the foreign indirect account management institution
pertaining to the entries or records under the book-entry transfer system
regarding the said specified book-entry transfer national government bonds,
etc. has made entries or records under the book-entry transfer system
regarding the said specified book-entry transfer national government bonds,
etc.) by way of a document or any other means specified by a Cabinet Order. In
this case, the said specified book-entry transfer institution, etc. shall keep
books with regard to the said book-entry transfer national government bonds,
etc., and shall state or record, pursuant to the provision of a Cabinet Order,
these matters in such books for each person who makes the said entries or
records under the book-entry transfer system.
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(17) A person (excluding the corporations listed in Appended Table 1 of the
Corporation Tax Act and any other persons specified by a Cabinet Order) who
has transferred specified book-entry transfer national government bonds, etc.
on or after April 1, 1999 (excluding the transfer made by way of book-entry
transfer from the account pertaining to entries or records under the book-entry
transfer system; hereinafter the same shall apply in this paragraph), and
therefore receives, in Japan, payment of a consideration for the transfer of the
specified book-entry transfer national government bonds, etc. from the
corporation that has accepted the transfer of the specified book-entry transfer
national government bonds, etc. (including an association or foundation
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without juridical personality prescribed in Article 2(viii) of the said Act;
hereinafter the same shall apply in this Article) shall notify the corporation
that has accepted the said transfer (hereinafter referred to in this paragraph
as the "payer") of the person's name and address by the time the person is to
receive payment. In this case, the person who receives payment shall present
the person's identification document to the said payer, and the said payer shall
confirm, by the said identification document, the person's name and address
stated in the notification.
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(18) Where, in Japan on or after April, 1, 1999, a person (excluding the
corporations listed in Appended Table 1 of the Corporation Tax Act and any
other person specified by a Cabinet Order) receives, due to the redemption
(including retirement by purchase; hereinafter the same shall apply in this
paragraph) of specified book-entry transfer national government bonds, etc.,
payment of redemption money (or a consideration for the purchase in the case
of retirement by purchase; hereinafter the same shall apply in this Article), or
receives, due to interest payment pertaining to specified book-entry transfer
national government bonds, etc. (limited to interest on coupon-only book-entry
transfer national government bonds prescribed in paragraph (12); hereinafter
the same shall apply in this Article), payment of interest, such person shall,
upon receiving the redemption or interest payment, submit a written notice
stating the person's name and address and any other matters specified by an
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Ordinance of the Ministry of Finance to the person in charge of handling
payment of redemption money or interest (in the case where the said person in
charge of handling payment is a foreign intermediary, submission shall be
made via the said foreign intermediary (in the case where the said foreign
intermediary is a foreign further indirect account management institution, and
the said foreign intermediary makes entries or records under the book-entry
transfer system regarding the said specified book-entry transfer national
government bonds, etc. through a foreign indirect account management
Institution, submission shall be made via the said foreign intermediary and the
said foreign indirect account management institution; in the case where the
said foreign intermediary is a foreign further indirect account management
institution, and the said foreign intermediary makes entries or records under
the book-entry transfer system regarding the said specified book-entry transfer
national government bonds, etc. through another foreign further indirect
account management institution, submission shall be made via [1] the said
foreign intermediary, [2] such other foreign further indirect account
management institution pertaining to the entries or records under the book-
entry transfer system regarding the said specified book-entry transfer national
government bonds, etc., and [3] the foreign indirect account management
institution pertaining to the entries or records under the book-entry transfer
system regarding the said specified book-entry transfer national government
bonds, etc.) to the head of the business office, etc. of the specified book-entry
transfer institution through which the said foreign intermediary (in the case
where the said foreign intermediary is a foreign further indirect account
management institution: the foreign indirect account management pertaining
to the entries or records under the book-entry transfer system regarding the
said specified book-entry transfer national government bonds, etc.) makes
entries or records under the book-entry transfer system regarding the said
specified book-entry transfer national government bonds, etc.) In this case, the
person who submits the said written notice shall present the person's
1dentification document to the said person in charge of handling payment, and
the said person in charge of handling payment shall confirm, by the said
identification document, the person's name and address stated in the written
notice.
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(19) The provision of paragraph (13) shall apply mutatis mutandis to the
submission of a written notice set forth in the first part of the preceding
paragraph, and the provision of paragraph (14) shall apply mutatis mutandis
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to the person who makes the confirmation set forth in the second part of the
preceding paragraph. In this case, the phrase "first part of the preceding
paragraph" in paragraph (13) shall be deemed to be replaced with "first part of
paragraph (18)," and the phrase "second part of paragraph (12)" in paragraph
(14) shall be deemed to be replaced with "second part of paragraph (18)."
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(20) Special provisions for the submission of a written notice pursuant to the
provision of paragraph (12) in the case where entries or records under the
book-entry transfer system regarding specified book-entry transfer national
government bonds, etc. are made in the account pertaining to entries or records
under the book-entry transfer system that has been confirmed pursuant to the
provision of Article 5-2(9), special provisions for the submission of a written
notice pursuant to the provision of paragraph (18) with regard to redemption
money and interest on specified book-entry transfer national government bonds,
etc. for which entries or records under the book-entry transfer system have
been made in the account pertaining to entries or records under the book-entry
transfer system that has been confirmed pursuant to the provision of Article 5-
2(9), and other necessary matters concerning the application of the provisions
of paragraph (12) to the preceding paragraph shall be specified by a Cabinet
Order.
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(21) Where a person listed in each of the following items pays, in Japan on or
after April 1, 1999, a consideration for the transfer of specified book-entry
transfer national government bonds, etc. to an individual or a corporation
(excluding the corporations listed in Appended Table 1 of the Corporation Tax
Act, specified book-entry transfer institution, etc., foreign intermediary, and
any other person specified by a Cabinet Order; the same shall apply in the next
paragraph) (such person hereinafter referred to in this paragraph as the
"payer"; in the case where the person listed in each of the said items is a
foreign intermediary, the payer shall be the specified book-entry transfer
institution, etc. through which the said foreign intermediary (in the case where
the said foreign intermediary is a foreign further indirect account management
institution: the foreign indirect account management institution pertaining to
the entries or records under the book-entry transfer system regarding the said
specified book-entry transfer national government bonds, etc.) makes entries or
records under the book-entry transfer system regarding the said specified book-
entry transfer national government bonds, etc.), the payer shall, for each
person who receives payment of a consideration, submit a report stating the
name and address of the person who receives the payment, the paid amount of
the consideration of the transfer of the specified book-entry transfer national
government bonds, etc., and any other matters specified by an Ordinance of the
Ministry of Finance (referred to in paragraph (23) to paragraph (25) as a
"report of payment of a consideration for the transfer of specified book-entry
transfer national government bonds, etc."), to the competent district director
having jurisdiction over the location of the payer's business office, etc. where
the affairs for payment of a consideration are handled; hereinafter referred to
in this paragraph as the "competent district director"), no later than January
31 of the year following the year that includes the day on which payment has
been determined (in the case where the payer is the said specified book-entry
transfer institution, etc. that is related to the foreign intermediary with regard
to the said specified book-entry transfer national government bonds, etc.: the
day on which the said specified book-entry transfer institution, etc. has
received a notice pursuant to the provision of paragraph (16) from the said
foreign intermediary; hereinafter the same shall apply in this paragraph) (in
the case where approval has been obtained from the competent district director
pursuant to the provision of a Cabinet Order, submission shall be made no
later than the last day of the month following the month that includes the day
on which payment has been determined):

— ZORERBEBFOEELZTIIEN RFICHT2EF 28 0 TEOEELX
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(i) A corporation that has accepted the transfer of the specified book-entry
transfer national government bonds, etc. (excluding such corporation that

69



has accepted the transfer via the person listed in the next item)
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<

(i1) A specified book-entry transfer institution, etc. or foreign intermediary that
has been entrusted with sales with regard to the transfer of the specified
book-entry transfer national government bonds, etc.
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(22) Where a person handles, in Japan on or after April 1, 1999, payment of
redemption money or interest on specified book-entry transfer national
government bonds, etc. to an individual or corporation (hereinafter referred to
in this paragraph as the "person in charge of handling payment"; in the case
where the person who handles the said payment is a foreign intermediary, the
person in charge of handling payment shall be the specified book-entry transfer
Institution, etc. prescribed in the preceding paragraph that is related to the
said foreign intermediary with regard to the said specified book-entry transfer
national government bonds, etc.), the person in charge of handling payment
shall, for each person who receives payment of redemption money or interest,
submit a report stating the name and address of the person who receives
payment, the paid amount of redemption money or interest of the specified
book-entry transfer national government bonds, etc., and any other matters
specified by an Ordinance of the Ministry of Finance (referred to in the next
paragraph to paragraph (25) as a "report of payment of redemption money, etc.
of specified book-entry transfer national government bonds, etc."), to the
competent district director having jurisdiction over the location of the business
office, etc. of the person in charge of handling payment where the affairs for
payment of redemption money, etc. are handled; hereinafter referred to in this
paragraph as the "competent district director"), no later than January 31 of the
year following the year that includes the day on which payment has been made
(in the case where approval has been obtained from the competent district
director pursuant to the provision of a Cabinet Order, submission shall be
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made no later than the last day of the month following the month that includes
the day on which payment has been made).
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(23) Where the person who pays a consideration for the transfer of specified book-
entry transfer national government bonds, etc. prescribed in paragraph (21) or
the person who handles payment of redemption money or interest on specified
book-entry national government bonds, etc. prescribed in the preceding
paragraph has obtained approval from the district director pursuant to the
provision of a Cabinet Order, the person may submit an optical disk, magnetic
disk or any other recording medium specified by an Ordinance of the Ministry
of Finance (hereinafter referred to in this paragraph as an "optical disk, etc.")
in which the matters to be stated in a report pursuant to the provisions of the
said paragraphs are recorded, instead of submitting the report pursuant to the
provisions of the said paragraphs. In this case, with regard to the application
of the provisions of the preceding two paragraphs, the next paragraph,
paragraph (25), and Article 42-3, the said optical disk, etc. shall be deemed to
be a report of payment of a consideration for the transfer of specified book-
entry transfer national government bonds, etc. or a report of payment of
redemption money, etc. of specified book-entry transfer national government
bonds, etc.
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(24) In addition to what is specified in the preceding paragraph, special
provisions for the submission of a report of payment of a consideration for the
transfer of specified book-entry transfer national government bonds, etc. or a
report of payment of redemption money, etc. of specified book-entry transfer
national government bonds, etc., and other necessary matters concerning the
application of the provisions of paragraph (21) and paragraph (22) shall be
specified by a Cabinet Order.
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(25) The relevant official of the National Tax Agency, the Regional Taxation
Bureau, or the Tax Office may, when it is necessary in the examination
concerning the submission of a report of payment of a consideration for the
transfer of specified book-entry transfer national government bonds, etc. or a
report of payment of redemption money, etc. of specified book-entry transfer
national government bonds, etc., ask questions of the person who is obliged to
submit the said report of payment of a consideration for the transfer of
specified book-entry transfer national government bonds, etc. or a report of
payment of redemption money, etc. of specified book-entry transfer national
government bonds, etc., or inspect the person's books, documents and any other
materials concerning the handling of payment of a consideration for the
transfer of specified book-entry transfer national government bonds, etc. or
payment of redemption money or interest on specified book-entry transfer
national government bonds, etc.

2 6 Iﬁr ERLR SUIBEE O B X, AEOBEIC X 2 EMXiTmEE T 5

X, 2o nE Rt REAELZEE L. BRAOERPSH ST L T, Znii
mbﬁfhiﬁ%ﬁwo

(26) The relevant official of the National Tax Agency, the Regional Taxation
Bureau, or the Tax Office shall, when asking questions or conducting an
inspection pursuant to the provision of the preceding paragraph, carry an
identification card and present it to the person concerned when requested

27 F _THEOBEIZLDEMUIMREDOHERIL, LEEEOTZDIZRD LN D
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(27) The authority to ask questions or conduct an inspection pursuant to the
provision of paragraph (25) shall not be construed to be granted for criminal

Iinvestigation.

(RMESME D AT S D IEFRFL)
(Exclusion from Taxation of Discount on Bonds Regarding Foreign-Issued
Company Bonds)
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Article 41-13 Income tax shall not be imposed with respect to any discount on
foreign-issued company bonds (meaning a margin generated where the amount

72



to be received due to redemption of foreign-issued company bonds exceeds the
issue price of the foreign-issued company bonds) to be received by a
nonresident with regard to foreign-issued company bonds prescribed in Article
6(1) issued during the period from April 1, 1998, to March 31, 2008; provided,
however, that this shall not apply to such discount on foreign-issued company
bonds to be received by a nonresident who has permanent establishments in
Japan, which is attributed to a business conducted by the said nonresident in

Japan or which is otherwise specified by a Cabinet Order

(PPl X BETE N SE D 3CHL O S RE N 55 OB 1R (I 45 |2 £ 2 TR B0 O R f5])
(Special Provisions for Withholding at Source of Remuneration, etc. Paid by
Tax-Exempt Entertainment Corporations, etc. to Entertainers for Their

Provision of Services)
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Article 42 (1) Where a nonresident or foreign corporation (excluding a
nonresident having a residence in Japan or a foreign corporation having an
office, place of business or any other business facility equivalent thereto in
Japan) engaged in conducting, in Japan, the business prescribed in Article
161(i) of the Income Tax Act (limited to a business that is mainly intended to
provide the services of motion picture or theatre artistes , musicians and any
other entertainers, or professional athletes (hereinafter referred to in this
paragraph and paragraph (3) as the "provision of the services of entertainers,
etc.")), which is exempt from income tax pursuant to the provisions of a
convention prescribed in Article 162 of the said Act (hereinafter referred to in
this paragraph as a "tax convention") with respect to the consideration listed in
Article 161(@ii) of the said Act for the provision of the services of entertainers,
etc. (such nonresident or foreign corporation shall be limited to those to be
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exempt from income tax on condition that the nonresident or foreign

corporation has no permanent establishments (meaning permanent

establishments specified by the said tax convention; hereinafter the same shall
apply in this paragraph) in Japan or that the consideration to be received by
the nonresident or foreign corporation is not attributed to his/her or its
permanent establishments located in Japan; hereinafter referred to in this
paragraph and paragraph (3) as a "tax-exempt entertainment corporation,
etc."), pays outside Japan to the person listed in any of the following items, pay,
remuneration or consideration specified in the relevant item (hereinafter
referred to in this Article as "remuneration for the provision of the services of
entertainers, etc."), from the consideration for which the tax-exempt
entertainment corporation, etc. is exempt from income tax, the said tax-exempt
entertainment corporation, etc. shall, upon payment, collect income tax
equivalent to the amount calculated by multiplying the amount of
remuneration for the provision of the services of entertainers, etc. by a tax rate
of 20 percent, and pay it to the State no later than the last day of the month
following the month that includes the date of collection:

— YEFEOLDICERBANFEORBGRMLZ T HMOIEBEE ZOERAFEOED
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(1) Another nonresident who carries out the provision of the services of
entertainers, etc. for the said business: Pay or remuneration listed in Article
161(viii) of the Income Tax Act which pertains to his/her provision of the
services of entertainers, etc.

N FEOLDICERANFORBRUEE T ONKR LT HHEELT O MOIEEE
FHIXISEEN  ZOERANEORGRUITR D ERIERE AN+ —RE _71CH
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(i1) Another nonresident or foreign corporation engaged in conducting a
business that is mainly intended to provide the services of entertainers, etc.
for the said business: Consideration listed in Article 161(ii) of the Income
Tax Act which pertains to his/her or its provision of the services of
entertainers, etc.

2 HIEOBEIC LY I LTI R EFTERIE. FrSBUES &5 —HEN -+
(CHRET DI RBIIC AR D PSRl & A7 LT, [RlE, [ERGE RIS K ONE B 2 o 8
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WIZEDDH L ZAITED,

(2) Income tax to be collected and paid pursuant to the provision of the preceding
paragraph shall be deemed to be withholding income tax prescribed in Article
2(1)(xlv) of the Income Tax Act, and the provisions of the said Act, the Act on
General Rules for National Taxes, and the National Tax Collection Act shall be
applied thereto. In this case, the provisions of the Income Tax Act and the
Corporation Tax Act shall be applied pursuant to the following provisions:
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(1) Where the person listed in item (ii) of the preceding paragraph has been
subject to the collection of income tax pursuant to the provision of the said
paragraph with respect to the consideration specified in the said item, with
regard to the application of the provision of Article 215 of the Income Tax Act,
the phrase "Article 212(1) (Withholding Liability)" in the said Article shall be
deemed to be replaced with "Article 212(1) (Withholding Liability) or the
provision of Article 42(1) of the Act on Special Measures Concerning
Taxation (Special Provisions for Withholding at Source of Remuneration, etc.
Paid by Tax-Exempt Entertainment Corporations, etc. to Entertainers for
Their Provision of Services)," and the term "the said paragraph [Article
212(1)]" in the said Article shall be deemed to be replaced with "these
clauses."

= ERANFEORBRMERM O XA Z T L2 ENIFREE THLGE BT D Y%
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EEFN+ ZRE—Ho] &, FEE _aHUEHE—H HRABINER) | &b
5 DF FRBINEER) K OB I BB ZRE —H (RRiEReiE NED
b O FERENFE OB TR UM E TR D TR R B ORE) | &35,

(i) Where the person who receives payment of remuneration for the provision
of the services of entertainers, etc. is a nonresident, with regard to the
application of the provisions of Article 172 and Article 214 of the Income Tax
Act to the said nonresident: in Article 172(1) of the said Act, the phrase "Part
IV, Chapter V (Withholding at Source of Income of Nonresidents or
Corporations)" shall be deemed to be replaced with "Part IV, Chapter V
(Withholding at Source of Income of Nonresidents or Corporations) or the
provision of Article 42(1) of the Act on Special Measures Concerning
Taxation (Special Provisions for Withholding at Source of Remuneration, etc.
Paid by Tax-Exempt Entertainment Corporations, etc. to Entertainers for
Their Provision of Services)," and the phrase "Part IV, Chapter V" shall be
deemed to be replaced with "Part IV, Chapter V or the provision of Article
42(1) of the Act on Special Measures Concerning Taxation"; in Article 214(1),
the phrase "Article 212(1) (Withholding Liability)" shall be deemed to be
replaced with "Article 212(1) (Withholding Liability) and the provision of
Article 42(1) of the Act on Special Measures Concerning Taxation (Special
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Provisions for Withholding at Source of Remuneration, etc. Paid by Tax-
Exempt Entertainment Corporations, etc. to Entertainers for Their Provision
of Services)."
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(iii)) Where the person who receives payment of remuneration for the provision
of the services of entertainers, etc. is a foreign corporation, with regard to
the application of the provisions of Article 180 of the Income Tax Act and
Article 144 of the Corporation Tax Act to the said foreign corporation: in
Article 180(1) of the Income Tax Act, the phrase "the preceding two Articles"
shall be deemed to be replaced with "the preceding two Articles and the
provision of Article 42(1) of the Act on Special Measures Concerning
Taxation (Special Provisions for Withholding at Source of Remuneration, etc.
Paid by Tax-Exempt Entertainment Corporations, etc. to Entertainers for
Their Provision of Services)"; in Article 144 of the Corporation Tax Act, the
phrase "Article 212(1) of the Income Tax Act (Withholding Liability
Regarding Income of Nonresidents or Foreign Corporations)" shall be deemed
to be replaced with "Article 212(1) of the Income Tax Act (Withholding
Liability Regarding Income of Nonresidents or Foreign Corporations) or the
provision of Article 42(1) of the Act on Special Measures Concerning
Taxation (Special Provisions for Withholding at Source of Remuneration, etc.
Paid by Tax-Exempt Entertainment Corporations, etc. to Entertainers for
Their Provision of Services)," the phrase "Article 215 of the said Act" shall be
deemed to be replaced with "Article 215 of the Income Tax Act," the phrase
"the said paragraph [Article 212(1) of the said Act]" shall be deemed to be
replaced with "Article 212(1) of the said Act or the provision of Article 42(1)
of the Act on Special Measures Concerning Taxation," and the phrase
"Article 161(viii) of the said Act" shall be deemed to be replaced with "Article
161(viii) of the Income Tax Act."

3 ABLERBIENENERANFEORGRMEIROITERIEFEE A+ —RE_SICEBT S
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) kb ooix, TEHOTI) LT5,
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(3) With regard to the application of the provisions of Article 179 and Article
213(1) of the Income Tax Act in the case where a tax-exempt entertainment
corporation, etc. receives payment of the consideration listed in Article 161(ii)
of the said Act for the provision of the services of entertainers, etc., the phrase
"20 percent" in Article 179(G) and Article 213(1)(i) of the said Act shall be
deemed to be replaced with "15 percent."

4 FHE _FIBITL2EDIEEEET THLLIGAICB T HREOHMEICL D BINE
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(4) The treatment of income tax collected, pursuant to the provision of paragraph
(1), by the person listed in paragraph (1)(ii) who is a nonresident, and other
necessary matters concerning the application of the provisions of the said
paragraph and the preceding paragraph shall be specified by a Cabinet Order.

(Fh (=4 i BA 55 O AR R BUE HR G 1 IR 2 F| - O #RBL O R 1))

(Special Provisions for Taxation on Interest Received by Foreign Financial
Institutions, etc. from Bond Transactions with Repurchase/Resale
Agreements)
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Article 42-2 (1) Where a foreign financial institution, etc. receives payment of
interest listed in Article 161(vi) of the Income Tax Act from a specified
financial institution, etc., with respect to a bond transaction with a repurchase
or resale agreement specified by a Cabinet Order regarding any of the
following bonds, which has been commenced during the period from April 1,
2002, to March 31, 2008, and from which the domestic source income listed in
Article 161(vi) of the said Act arises (limited to such transaction that satisfies
the requirements specified by a Cabinet Order; referred to in paragraph (10) as
a "bond transaction with a repurchase/resale agreement"), income tax shall not
be imposed on the interest to be received (excluding the interest specified by a

Cabinet Order; hereinafter referred to in this Article as "specified interest")

— tHEFOIRFFICE T D BN H I\ SKICHE T 2 IR EE

(i) Book-entry transfer national government bonds prescribed in Article 88 of
the Act on Book-Entry Transfer of Company Bonds, etc.

= HAEXITE OGN IR AT L SUIRGET D8 F

(ii) Bonds issued or guaranteed by a foreign state or local public entity thereof

= SNEREARFEITL. XIRET 2EHETETTEDL O (MiZIlHTob0%
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(iii) Bonds issued or guaranteed by a foreign corporation, which are specified
by a Cabinet Order (excluding those listed in the preceding item)

2 AHHOBREX. FERFOIAE 2T D NEREREE CGHIUIEE —5 1 1ZH|T 5
SENENIZIR D, ) BIROEFIZIT 2HEENONT NS T 25612, @
L7,

(2) The provision of the preceding paragraph shall not apply where the foreign
financial institution, etc. that receives payment of specified interest (limited to
a foreign corporation listed in paragraph (4)(i)(a)) falls under the category of
foreign corporation listed in any of the following items:

—  CUEZRRER] T A L O KRB R D BN RSO B WIS — S IHET D
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(i) A foreign corporation (excluding a corporation of the Contracting State other
than Japan of a convention prescribed in Article 162 of the Income Tax Act)
that falls under the category of foreign controlling shareholder, etc.
prescribed in Article 66-5(4)(i), which is related to the specified financial
institution, etc. that pays the said specified interest

= EER ATIAENE NTAR D H U+ 2 O VU5 — B UL AN+ SR O R FE —HIZHUE
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(i1) A foreign corporation that falls under the category of specified foreign
subsidiary company, etc. prescribed in Article 40-4(1) or Article 66-6(1),
which is related to a resident or domestic corporation (excluding a foreign
corporation listed in the preceding item)

= HAEEANOZORIEII T2 FEFTOET 5 E X3k (U FZoFicisn
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(iii) A foreign corporation (excluding the foreign corporations listed in the
preceding two items) in the case where foreign corporation tax (meaning
foreign corporation tax prescribed in Article 69(1) of the Corporation Tax Act;
hereinafter the same shall apply in this item) shall not be imposed on the
foreign corporation with respect to the said specified interest in the state or
territory where its head office or principal office is located (hereinafter
referred to in this item as the "state of the head office") (excluding the case
where the said specified interest is attributed to a business conducted by the
foreign corporation at its business office or other office (referred to in
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paragraph (4) and paragraph (7) as a "business office, etc.") located in any
state or territory other than the state of the head office, and foreign
corporation tax shall be imposed on the foreign corporation with respect to
the said specified interest in such state or territory)

3 H—HOBUEIL, ERNICEANRE 2 A3 25 NEVE N3 S % 3207 2 K ER]+ T
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(3) The provision of paragraph (1) shall not apply to specified interest which is
received by a foreign corporation having permanent establishments in Japan
and is attributed to a business conducted by the foreign corporation in Japan.

4 ZORIBVT, ROFFITHITLHFEOERIT, UK FITEDDL L IAHITLD,

(4) In this Article, the meanings of the terms listed in the following items shall
be as prescribed respectively in those items:

— SAEEMERESE WIZBT AEEAZ WS,
(i) Foreign financial institution, etc.: Any of the following foreign corporations:

A HNEOESITHERL U CYZENC B W TR T, FEARE UIRREE B DA ERE
A

(a) A foreign corporation engaged in the banking business, securities
business or insurance business in a foreign state in accordance with the
laws and regulations of the said state

7 ANEO R RERT

(b) A central bank of a foreign state

o~ [EBRE O BRI D & B8N S 7 [E Bk R

(c) An international organization established based on an international
agreement

— REAMERE RICBITDEAZV D,
(i1) Specified financial institution, etc.: Any of the following corporations:
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(a) A corporation (limited to a corporation that has a business office, etc. in
Japan) which is a financial institution prescribed in Article 8(1) or which is
a financial instruments business operator prescribed in paragraph (2) of
the said Article that falls under the category of financial institution
prescribed in Article 2(2) of the Act on Collective Clearing of Specified
Financial Transactions Conducted by Financial Institutions, etc. (Act No.
108 of 1998)

2 HARGRIT

(b) The Bank of Japan

5 H—HOBEOEMNEZX T L) LT 2/ECEMEEA%EIL, A TEDDE ZAIZL
. ZOXIEZITLREFENFICOEZFREOBEOEMN X T LI ET2E. £
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(5) A foreign financial institution, etc. that seeks the application of the provision

6

of paragraph (1) shall, pursuant to the provision of a Cabinet Order, submit a
written application stating that it seeks the application of the provision of the
said paragraph with respect to the specified interest receivable, as well as its
name and the location of its head office or principal office (or any other place
specified by an Ordinance of the Ministry of Finance in the case of a foreign
corporation having permanent establishments in Japan; hereinafter the same
shall apply in this Article) and any other matters specified by an Ordinance of
the Ministry of Finance (hereinafter referred to in this Article as a "written
application for tax exemption"), no later than the day preceding the day on
which the foreign financial institution, etc. is to receive payment for the first
time, via the person who pays the specified interest, to the competent district
director having jurisdiction over the place for tax payment pursuant to the
provision of Article 17 of the Income Tax Act which pertains to the person who
makes payment in terms of the said specified interest (in the case where
another place has been designated pursuant to the provision of Article 18(2) of
the said Act: the designated place for tax payment).

ATEOL AW T, FERBLEA R EERREBEICRET 2REERICIEH S &
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Teb Db Hird,

(6) In the case referred to in the preceding paragraph, where a written

7

application for tax exemption has been submitted to the district director
prescribed in the said paragraph, it shall be deemed that the submission to the
district director has been made when the written application has been received
by the person who pays the specified interest set forth in the said paragraph.
FERRBLE ] S ORI A2 T 2/ NEe ST, T OREA T OB, £ORmT
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(7) A foreign financial institution, etc. that submits a written application for tax

exemption shall, upon submission, present its certificate of registered matters
of the corporation and any other document specified by a Cabinet Order to the
head of the business office, etc. of the specified financial institution, etc. via
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which submission is made, and the head of the business office, etc. of the said
specified financial institution, etc. shall confirm, by the said documents, the
name and the location of the head office or principal office stated in the said
written application.

8 IFERBLEH RS ELZRN LA ESMEREEN, MR AE R EFE LR L
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(8) Where a foreign financial institution, etc. that has submitted a written
application for tax exemption has, after submission, changed its name or the
location of its head office or principal office, the foreign financial institution,
etc. shall, no later than the day preceding the day on which the foreign
financial institution, etc. is to receive, for the first time since the date of
change, payment of specified interest from the specified financial institution,
etc. via which the said written application for tax exemption has been
submitted, submit a written application stating the new name and location of
the head office or principal office of the foreign financial institution, etc. and
any other matters specified by an Ordinance of the Ministry of Finance, to the
district director prescribed in paragraph (5) via the said specified financial
institution, etc. In this case, where the foreign financial institution, etc. has
failed to submit the said written application, the provision of paragraph (1)
shall not apply to the specified interest to be received by the foreign financial
institution, etc. from the said specified financial institution, etc. on or after the
day on which the change has been made.
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(9) The provision of paragraph (7) shall apply mutatis mutandis where the
foreign financial institution, etc. that submits a written application prescribed
in the preceding paragraph submits the said written application pursuant to
the provision of the said paragraph. In this case, in paragraph (7), the phrase
"foreign financial institution, etc. that submits a written application for tax
exemption" shall be deemed to be replaced with "foreign financial institution,
etc. that submits a written application prescribed in the next paragraph," the
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phrase "the said written application for tax exemption" shall be deemed to be
replaced with "the said written application," and the term "the name and the
location" shall be deemed to be replaced with "new name and new location."
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(10) A specified financial institution, etc. shall keep books with regard to bond
transactions with repurchase/resale agreements conducted with a foreign
financial institution, etc. that has submitted a written application for tax
exemption, and shall state or record in such books, pursuant to the provision of
a Cabinet Order, the day on which a contract for such bond transaction with a
repurchase/resale agreement was concluded and any other matters specified by
an Ordinance of the Ministry of Finance, for each foreign financial institution,
etc. that has submitted a written application for tax exemption.

11 FEARBLEH B EFEOREHIRZ OME —H 68 =HE TR OFELHENOATHE
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(11) The due date of filing a written application for tax exemption, and other
necessary matters concerning the application of the provisions of paragraph (1)
to paragraph (3) and paragraph (5) to the preceding paragraph shall be
specified by a Cabinet Order.

EEEHioZ ESNBEEE L ORI BEBORY%E
Section 7-2 Special Provisions for Taxation on Transactions with Foreign
Affiliated Persons, etc.

(ESBESE & D HLS R 2 BB O Ry f5])
(Special Provisions for Taxation on Transactions with Foreign Affiliated
Persons)
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Article 66-4 (1) Where a corporation has, in each business year beginning on or
after April 1, 1986, conducted a transaction for the sale of assets, purchase of
assets, provision of services or any other transaction with a foreign affiliated
person related to the said corporation (meaning a foreign corporation that has
a relationship with the said corporation whereby either corporation holds,
directly or indirectly, shares or capital contributions that account for 50
percent or more of the total number or total amount of issued shares of or
capital contributions to the other corporation (excluding the shares or capital
contributions held by the other corporation) or any other special relationship
specified by a Cabinet Order (referred to in the next paragraph and paragraph
(6) as a "special relationship"); hereinafter the same shall apply in this Article),
if the amount of the consideration received by the said corporation from the
said foreign affiliated person with respect to the said transaction (excluding,
depending on the category of foreign corporation listed in Article 141() to (iii)
of the Corporation Tax Act corresponding to the said foreign affiliated person, a
transaction from which the said foreign affiliated person earns the domestic
source income listed in the relevant item, which is specified by a Cabinet
Order; hereinafter referred to in this Article as a "foreign affiliated
transaction") is below the arm's length price or if the amount of the
consideration paid by the said corporation to the said foreign affiliated person
with respect to the said transaction is over the arm's length price, with regard
to the application of the provisions of the said Act and any other provisions
concerning corporation tax on the said corporation's income for the said
business year and its liquidation income due to dissolution (excluding
dissolution as a result of a merger; hereinafter the same shall apply in this
Article) (liquidation income shall include the income of a corporation that is
liable for corporation tax on liquidation income for the business year when
liquidation is in progress, and any amount that shall be deemed to be
liquidation income due to dissolution pursuant to the provision of Article
103(1)(i1) of the said Act; the same shall apply in paragraph (7)), the said
foreign affiliated transaction shall be deemed to have been conducted at the
arm's length price.

2 ATEICHES 2R ZE MM &3, ESBEE RS | 23R D45 528 D gl o v
AUCEE T DI A FICED D FIEICIVREE L& E VO,

(2) The arm's length price prescribed in the preceding paragraph shall mean the
amount calculated by the method specified in each of the following items for
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the category of transaction listed in the relevant item corresponding to the

foreign affiliated transaction:

—  WAEVEPE ORI T WICHEIT 2 HE (=ICBT 2 HIEIL. A 0B AETIT
BT TEERCND ZENRTERVWGEICRY, AN ZEnTE S, )

(1) Sale or purchase of inventory assets: Any of the following methods (the
method listed in (d) may be applied only where the methods listed in (a) to (c)
are unavailable):

A JRSEAmAS EETEE (RRERDBAMRIZ R WIE T L H R, ESEREE G2 4R D HE &
PE & [FIFE DM HEVE PE 2 24 3% E B 5 | & B | Be b, S [ 480 2 Ot 23 [RAR 4R
WO T TREA LIS OxHlioRE  CYR%IFRITE DM EVE #E 4 4% ES BhE RG] & H
GBS, G EZ OMIZZERDH HRUO FTRE LTERGIAH 5561280
T, TOEBICKVALDIMMEOBMOEZELFETE 5L &1, TORELITHOE
BOIMM O L FTe, ) YT 2084 b 2> CYZESBEE TS| O xtilD%E &
THHERZ NS, )

(a) Comparable uncontrolled price method (meaning the method which uses,
as the amount of the consideration for a foreign affiliated transaction, the
amount equivalent to the amount of the consideration for a transaction
wherein the seller and the buyer who are not in a special relationship have
sold or bought inventory assets of the same type as the inventory assets
pertaining to the said foreign affiliated transaction, under circumstances
where the transaction level, transaction volume and any other conditions
are similar to those of the said foreign affiliated transaction (in the case
where such inventory assets of the same type have been sold or bought
under circumstances where the transaction level, transaction volume and
any other conditions are different from those of the said foreign affiliated
transaction, and any variance arising from such difference in the
conditions can be adjusted, the amount of the consideration as adjusted
shall be included)

7 R B EE (BB S 2 AR 2 BT PE O H F 3R ER O BIRIZ e VW
(X U CY A EE PE 2 98 L7l o%E (LU Z0HEIZE W T TR
EWV D, ) oiEEOFEOR (H%FE RS IZBCS TED 2l H OF) R R
FULTHELLESEE WD, ) ZHERL TEHE L8 Z & > T Y% E S BE
FlOXMOREE T 5 T7EE VD, )

(b) Resale price method (meaning the method which uses, as the amount of
the consideration for a foreign affiliated transaction, the amount calculated
by deducting, from the amount of the consideration gained by the buyer of
the inventory assets involved in the said foreign affiliated transaction for
having sold the said inventory assets to a person who is not in a special
relationship therewith (hereinafter referred to in this paragraph as the
"resale price"), the amount of normal profit (meaning the amount
calculated by multiplying the said resale price by the normal profit margin
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specified by a Cabinet Order)

o R EEETE  (EISBEE S (AR D M ETE PEDTEF DREAN . BIEZ D D17 212
£ 2 BAG DIl OFE @ E OFH O (4 RZHUN ORI BES THE D 2 3l O F) 4%
FKrFERUCHAELLZGEEL VW), ) ZIE L CGGHA L& E b > Ty %ESN
WG| OO L T D T7EE VD, )

(c) Cost plus method (meaning the method which uses, as the amount of the
consideration for a foreign affiliated transaction, the amount calculated by
adding, to the amount of the cost incurred by the seller of the inventory
assets involved in the said foreign affiliated transaction for having
acquired the inventory assets by purchase, manufacture or any other acts,
the amount of normal profit (meaning the amount calculated by
multiplying the said amount of cost by the normal profit margin specified
by a Cabinet Order)

= AMDNOBNETIZBIT 2 FECHET 2 HIEZOMBIE TED D 71k

(d) A method equivalent to the methods listed in (a) to (c) or any other
method specified by a Cabinet Order

= AT G LSO EG] RIS D 051E (m il S HER. A1
FEEZRND ZENTERWERIZRY, A2 TES, )

(i1) A transaction other than the transaction listed in the preceding item: Any
of the following methods (the method listed in (b) may be applied only where
the method listed in (a) is unavailable):

A HIHADONETIZHT 5 5iE L AFEO L

(a) A method equivalent to the methods listed in (a) to (c) of the preceding
item

2 A =T S 5k L R DT

(b) A method equivalent to the method listed in (d) of the preceding item

3 EADPRFEREEIZEBW TS LIwend GEABEE = TERELHIHE
TLHFMEBOEEZ VS, L FZDELOREIZBWTREL, ) 9 HHEZIENRED
ESBEE IR T D60 (FIESEEN - —RE -1 OHE =5 F TITHBIT 5 4EEAN
(ZR% 43 5 [ESN B (26T 2 A bt O %0 T 44 E S B O K H A DTS D4
BOFE LR EOHIIBEAIND bOER, ) 1T, BHEANOKFEEEDOFGD
e (FESE KB -HE - SIHET 2otz at, ) ORIE L HEe0
FUCHEA LR, ZOLAICENT, HZIENCKHT DRESR =+ L0 ED ]
IZOWTIE, FAISRE—EHT WRIE] EbD01E,  TRESUIHBUR B E LS SR
ZoONE =10 (ESEEE & ORGITRDMBORH) | LT 5,

(3) Any part of the amount of a contribution (meaning the amount of a
contribution prescribed in Article 37(7) of the Corporation Tax Act; hereinafter
the same shall apply in this paragraph and the next paragraph) expended by a
corporation in each business year, which has been paid to a foreign affiliated
person related to the said corporation (excluding any amount of contribution
paid to a foreign affiliated person that falls under the category of foreign
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corporation listed in Article 141(@i) to (iii) of the said Act, which shall be
included in the amount of gross profit in the calculation of the said foreign
affiliated person's income for the relevant business year), shall not be included
in the amount of deductible expense in the calculation of the amount of the
said corporation's income for the relevant business year (including the amount
of income prescribed in Article 102(1)(i) of the said Act). In this case, with
regard to the application of the provision of Article 37 of the said Act to the
said corporation, the term "the next paragraph" in paragraph (1) of the said
Article shall be deemed to be replaced with "the next paragraph or the
provision of Article 66-4(3) of the Act on Special Measures Concerning Taxation
(Special Provisions for Taxation on Transactions with Foreign Affiliated
Persons)."

4 FH—HOBEOEMNH 55620 2 EANBE G| O 5l DFE & 4 5% [E 51 B E B
SHUTAR 2 R HUE - DM ZE MRS & D2 (FftEOFICE S T2 b O %R
<o) . BADKFEFEEOFGOSM EABEFE _RE-HE—FICHET
LETGOeEEET, ) OFE L HEOBHIZEALRY,

(4) In the case where the provision of paragraph (1) shall apply, any variance
between the amount of the consideration for a foreign affiliated transaction
and the arm's length price prescribed in the said paragraph which pertains to
the said foreign affiliated transaction (excluding a variance that shall be
deemed to be the amount of the contribution) shall not be included in the
amount of deductible expense in the calculation of the corporation's income for
each business year (including the amount of income prescribed in Article
102(1)(i) of the Corporation Tax Act).

5 HHHICHET 2EHTEADOERPITAE L bOIR, HZIEANDOMBIC L DIEHEPT
ROBMOFE L, RRMEOMBICEAT D,

(5) Any variance prescribed in the preceding paragraph that has arisen during
the liquidation of a corporation shall be included in the value of residual
property in the calculation of the amount of liquidation income arising from the
dissolution of the said corporation.

6 IEADYFLIENITR D EANREEE & OIG| 2thoE CYELIENITHR D o [EH 44 B
F KOS RLES B & R BR DB D & 2 NENEANZ RS, LT ZOHIZHBNT T3
BIEE | t\Wo, ) ZEBUTUTHO LA L L THES TEDLILAICBIT D YikiEANEY
ZIEREE & O NE, MRIEANOESNEEIG] L A2 LT, B-HOBE A BN T
Do

(6) In the case specified by a Cabinet Order where a corporation conducts a
transaction with a foreign affiliated person related to the said corporation via
another person (excluding any other foreign affiliated person related to the
said corporation, and a domestic corporation having a special relationship with
such other foreign affiliated person; hereinafter referred to in this paragraph
as a "non-affiliated person"), the transaction between the said corporation and
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the said non-affiliated person shall be deemed to be the said corporation's
foreign affiliated transaction, and the provision of paragraph (1) shall be
applied thereto.

7 EBUT O E XA N QMBI O FTEERLE B U AR EBUR O M ERE 2
ENIZZ DR FEELIZEBT 2 EABEERGNI AR D 5 —HIZHE T 20 S22 Mk
EEETDOICHLE LR LI OREER (L OMERSUIRIFIT X TERBAY L
(BTG B TREDMDO NOHMBIZ L S>TETRET 2 2 e TRV
TIELNDFEETH O T, BrEERICL2EROUEOHIZHEENIDE NS, )
DYERUTRAF N STV A G EITR T 2 ML EMR kL BT, WH, FHILELD
Bt THEHEZFICBWTHLL, ) XIZOE LO#RR U Z2 RO 7 HAITBW T,
UHREAD IO 2B R <R L, IRE Lok e 2T, BIBERIL. RO
KT hE (Bl 2 HET 58T 2 HEEZHNDZ LN TE
ROGEICRY, AN N TES, ) ICEVREE LIS Z Y 5% L A 2 MAmAS
EHEE L T, URIEANDO Y FEFEEOFEFO RS L < IIXBEFSUIMFRIZ LD
HERITEOGFBEICHOZEABEE BN+ =5ICHET 2EIE (B+HAREIZBWT
IR Lo, ) XITREFEMNFHNESITHET 2RE GEHANEIZBWT HE]
LW, ) BTLHILENRTED,

(7) Where the relevant official of the National Tax Agency or the relevant official
of the Tax Office or Regional Taxation Bureau having jurisdiction over a
corporation's place for tax payment has requested the corporation to present or
submit the books and documents that are considered to be necessary for the
calculation of the arm's length price prescribed in paragraph (1) which pertains
to a foreign affiliated transaction conducted by the corporation in each
business year or copies of such books and documents (in the case where the
corporation, instead of preparing or preserving such books and documents,
prepares or preserves electromagnetic records (meaning records made in an
electronic form, a magnetic form, or any other form not recognizable to human
perception, which are used in information processing by computers), such
electromagnetic records shall be included; the same shall apply in the next
paragraph, paragraph (9) and paragraph (12)(ii)), if the said corporation has
failed to present or submit these books and documents or copies thereof
without delay, the district director may presume the amount calculated by the
method listed in any of the following items (the method listed in item (i) may
be applied only where the method listed in (i) is unavailable) to be the said
arm's length price, and thereby make a reassessment prescribed in Article
2(xliii) of the Corporation Tax Act (referred to in paragraph (16) as a
"reassessment") or a determination prescribed in item (xliv) of the said Article
(referred to in paragraph (16) as a "determination") with respect to the said
corporation's amount of income or amount of loss for the relevant business year

or the amount of liquidation income arising from its dissolution:

—  HRIEANOLRZESBER SR D FHE L FMOFE L H AN TEEMABZ O
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fDOFEEDONENALT 2 S DO YFEHRFEITIR D 78 LA R T Z I HET 5 E)
ALLTHEHBTTEDLHIGZEAML Lo _HE— S i LIINTHIT 5 71EX
IR 5 A 2T 2 5E (REE A BT 2 E L RE0TiEE RS, )

(i) The method listed in paragraph (2)(1)(b) or (c) or the method listed in
paragraph (2)(ii)(a) (excluding the method equivalent to the method listed in
paragraph (2)(i)(a)), which is applied based on the gross profit margin gained
by another corporation from its business on condition that such other
corporation's business is the same type as the said corporation's business
involving the said foreign affiliated transaction, and that the size and other
details are similar between the two businesses, or any other ratio specified
by a Cabinet Order as a ratio equivalent to the gross profit margin

OB CHE - SoICHET BN TE® D HIEIIFIAE S a il b HiE (4
SHECED D TIELRIFEOHIEIZRD, ) ITHTL2HDL LTESTTED DA

(i) A method specified by a Cabinet Order as being similar to the method
prescribed in paragraph (2)(i)(d) or the method listed in paragraph (2)(ii)(b)
(limited to the method equivalent to the said method specified by a Cabinet
Order)

8  [EBIT DY E SUTTEN OB O FTEERI B3 L < IXFTEE[ERLR o0 Sk E 1T,
BN ESENR D ESBEE & ORIOETSIZET AREIC OV THRENH S L &
XL HRREANCK L. MZESNEEE MR T D IREEE T Z OF L ORIk
HERDDZENTE D, TOHEITBWT, Yk AT, Yiier IRt 2Rk
Bz & E i, YHIREEE UIZOE LOAFIIED R ITIER B0,

(8) The relevant official of the National Tax Agency or the relevant official of the
Tax Office or Regional Taxation Bureau having jurisdiction over a corporation's
place for tax payment may, when it is necessary in the examination concerning
the transaction between the corporation and a foreign affiliated person related
to the said corporation, request the said corporation to present or submit the
books and documents preserved by the said foreign affiliated person or copies
thereof. In this case, the said corporation shall endeavor to obtain the said
books and documents or copies thereof when requested to present or submit
them.

9 EBLT O M E SUTEN OB O FrEE RS B U < IXPTEEERLR O YR 21,
EANECHICHET 2REBEFE IIZTOE L 2B 2 <#Er L, UIRHE Lo
TG EIZBN T, YIEANDORFEELEIZIT 2 ESBERS IR D —HICHET
DSR2 B ET DO ERNH D L XL, TOMELRO LN LHIFAN
IZRWT, YEEANDLGHLENEERG IR D FFE L RMEOFEL HHITERM L,
RITHFFEEICET OREERLARAT LN TE D,

(9) Where a corporation has failed to present or submit the books and documents
or copies thereof prescribed in paragraph (7) without delay, the relevant
official of the National Tax Agency or the relevant official of the Tax Office or
Regional Taxation Bureau having jurisdiction over the corporation's place for
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tax payment may, when it is necessary for the calculation of the said
corporation's arm's length price prescribed in paragraph (1) which pertains to a
foreign affiliated transaction in each business year, ask questions of a person
who is engaged in a business that is the same type as the said corporation's
business involving the said foreign affiliated transaction, or inspect the books
and documents concerning the said business, to the extent considered
necessary for such calculation.

10 AIEOHEIC K DERSUIRADOHERIL, JLIREEDZOIZRD e b O L
LTI biun,

(10) The authority to ask questions or conduct an inspection pursuant to the
provision of the preceding paragraph shall not be construed as being granted
for criminal investigation.

11 EBUT, EBRUIBEEOSZEEIT, FHLEOKREIZ L 2EMUIMmAEZ T
LEEIIE. 2002 RTAEAELER L, BRAOFERSH O L 21X, Zhz
R L nidia 6720,

(11) The relevant official of the National Tax Agency, the Regional Taxation
Bureau, or the Tax Office shall, when asking questions or conducting an
inspection pursuant to the provision of paragraph (9), carry an identification
card and present it to the person concerned when requested.

12 ROBFEFZOWTNNIHEET HEIE. FHHUTOSEITLT 5,

(12) Any person who falls under any of the following shall be punished by a fine
of not more than 100,000 yen:

— FILEHOBEIZ LD YEME OEMICK L TERET. BHLIIIMBY DERE L,
TRIEOBREIZ L DA LA, T, HLIITREL 23

(i) A person who has failed to answer or made a false answer to the questions
given by the relevant official pursuant to the provision of paragraph (9) or
has refused, obstructed or avoided the inspection pursuant to the provision of
the said paragraph

TS OMRAEICE LAY OREITRSRE LICIREER SRR LEE

(i1) A person who has presented books and documents which contain false
statements or records concerning the inspection set forth in the preceding
item

13 BEAOREKE (AMEDZRWHHIFEOFEHANEZ G, ) XITEAE LTI AORE
A EHANEDOMDBEFEF D, ZDOIENXIIANDFEBIZE L TRIEDOENIT2A % LT
XX TOMTABEEET 21T, TOEAIIANTKH L TREOMZ T 5,

(13) Where the representative person of a corporation (including the
administrator of an association or foundation without juridical personality) or
an agent, employee or other worker of a corporation or an individual has
committed any of the acts of violation set forth in the preceding paragraph
with regard to the operations of the said corporation or individual, not only the
offender shall be punished but also the said corporation or individual shall be
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punished by the fine prescribed in the said paragraph.

14 AEORWHRIFICOWTHIEOHE OE AN H 2561213, £ OREH UTE
HADRZE DFTAHICDEZD A DRVFEAEEZRET D10, IEANZHE AL
ke & T AL A ORI ERRICET A ERORELZHERT 5,

(14) Where the provision of the preceding paragraph shall apply to an association
or foundation without juridical personality, its representative person or
administrator shall represent the association or foundation without juridical
personality with regard to its procedural act, and the legal provisions
concerning criminal procedure that are applicable in the case where a
corporation stands as the accused or the suspect shall apply mutatis mutandis.

15 EANI FFEFEICBOTYRIENRDEANREES & O TG 21T 2725
AU, Y ESBEEE O 4 PR K ORE XA 7 2 FE T O P& O %4 5 ¢
EDLFRELFE LB YU FEFREOMEREE EAREE _&FH =-1+—F
CHETDHMEEREEL VD, ) IR LT s,

(15) A corporation shall, where it has conducted a transaction with a foreign
affiliated person related to the said corporation in each business year, attach a
document stating the said foreign affiliated person's name and the location of
its head office or principal office and any other matters specified by an
Ordinance of the Ministry of Finance, to the final return form (meaning a final
return form prescribed in Article 2(xxxi) of the Corporation Tax Act) for the
relevant business year.

16 HEALIIIRE UAFZOHEIZHBWNT HIERE] &vH, ) XITEBL@EHIE
ot CRE IR ET 2R E (LN ZoHIZEWT MHRERRE] v, )
TROE BT Db DL, FHEEEHRE-HNLEMEE T (FIRFE _HE 5
KO =52 T 5 HIE (FHEICHET 2MBREORBITHRDL b DICRD, ) 12k
L ERLS ) OBEIC D LT, HiLS T ICED D BRI A 26 N E 2 #a
THHET, §H52L0TEDH, ZOHRICBNT, RAFHELELORESEH—5
FHOREDOEMIZHOW TR, FEHEEFRERLET TRI&HE] L HD0IE THi%
R OFEBURE BE BEIE S N RO M E N (ESBEE & OIGIIAR 5 RBLOKF
Bl | &, FEESEF—RE—HT 1%k LH DD TETSR L OHBLF I E
EE AT AFOMEA+NE (ESEEE EOMGITIROMBLORE) | &, T #f
Kl EHDHOIT T HIZRLTREIE] &7 5,

(16) A reassessment or determination (hereinafter referred to in this paragraph
as a "reassessment or determination") or an assessment and decision
prescribed in Article 32(5) of the Act on General Rules for National Taxes
(hereinafter referred to in this paragraph as an "assessment and decision"),
which is listed in any of the following items, may be made within six years
from the due date or other date specified in the relevant item, notwithstanding
the provisions of Article 70(1) to (4) of the said Act (excluding the part
concerning the reassessment listed in paragraph (2)(ii) and (iii) of the said
Article (limited to a reassessment pertaining to the amount of net loss, etc.
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prescribed in the said paragraph)). In this case, with regard to the application

of the provisions of Article 70(5) and Article 71(1) of the said Act: in Article

70(5) of the said Act, the phrase "preceding paragraphs" shall be deemed to be

replaced with "preceding paragraphs and the provision of Article 66-4(16) of

the Act on Special Measures Concerning Taxation (Special Provisions for

Taxation on Transactions with Foreign Affiliated Persons)"; in Article 71(1) of

the said Act, the phrase "preceding Article" shall be deemed to be replaced with

"preceding Article and the provision of Article 66-4(16) of the Act on Special

Measures Concerning Taxation (Special Provisions for Taxation on

Transactions with Foreign Affiliated Persons)," and the phrase "preceding

Article" shall be deemed to be replaced with "preceding Article and the said

paragraph [Article 66-4(16) of the said Act]."

— EADPHRRIENITHR D ESEIEE & DRG] & 5 — HITHUE § 5 ML FE A A &
72 D5 OB TIT DI FEITE DN T HIEABUTHR D B IERE TS 3% IER
TENAEWERLEINES H LR —HICEUE T 2 ik AR ETE A L < (IPAHE IC A8 2
AT REEABUR D FERE O DOEIEREITRDIEABORNES —&EL
FIZHET DEEREMR (FEFEAN+—RE —HICHET 285 kP& FICK
LEIEICOWTI, YZEMFERBEELEELZA)

(1) A reassessment or determination of corporation tax to be made based on the
fact that a corporation has conducted a transaction with a foreign affiliated
person related to the said corporation at the amount of consideration that is
different from the arm's length price prescribed in paragraph (1), or a
reassessment or determination of corporation tax to be made, upon the said
reassessment or determination, to make a change to the tax base, etc. or tax
amount, etc. prescribed in Article 19(1) of the Act on General Rules for
National Taxes: The statutory due date of tax return prescribed in Article
2(vii) of the said Act with regard to corporation tax pertaining to the relevant
reassessment or determination (in the case of a reassessment based on a
return of claim for a refund prescribed in Article 61(1) of the said Act: the
day on which the said return of claim for a refund has been filed)

AT ICHET D HERITHES N TT HIEABUAR D FIEDER L < IZEBL@ERNES
CREANFICHET MBI ES (FRER - ERE _HICRET 2 HIRABEEL
<. AT ZOFIZBWT FHEE] o, ) ORISR EIERER L
IT MBS FEORMITHEWVETZ ICHET 2 RE) 2 AT R EEABIR D HIE
Rt L < ITBLH & FE ORIV 240 b OEABUTAR D FEFH S+ ILRICHE
T HMAEBUZ DN TT DIRFRIE  E DOIMIBLEE DRSLO H

(i1) A reassessment or determination of corporation tax to be made based on the
fact prescribed in the preceding item or submission of a tax return form
prescribed in Article 2(vi) of the Act on General Rules for National Taxes
(excluding a return form within the due date prescribed in Article 17(2) of
the said Act; hereinafter referred to in this item as a "tax return form"), or
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an assessment and decision to be made, upon the reassessment or
determination or submission of a tax return form, so as to impose additional
tax prescribed in Article 69 of the said Act with regard to the corporation tax
to which the change prescribed in the preceding item shall be made upon the
said reassessment or determination or the said submission of a tax return
form: The date of the establishment of the relevant tax liability

17 JEANDPYZIENITHR D ESBEE & OS] & 5 —HICHE T 232 Mg &
72 D5 OB TIT D72 2 ST RV T R E B E A & 72 0 | SUZEBLERINES
CERERFICHET ABMEOENIBR E R OTIEABUAR D FEE L+ 5% —H
(ZHUET 2 EROBINEDR L, FHEE L+ =RFE=_HOHEOEM L H %6 %
bR . UEABORES L+ RE—HICTHE T 2 IEEMBIR b —FMIX. #IT
L7220,

(17) Where, with regard to corporation tax, the tax amount payable due to the
fact that a corporation has conducted a transaction with a foreign affiliated
person related to the said corporation at the amount of consideration that is
different from the arm's length price prescribed in paragraph (1) falls short, or
the amount of the refund prescribed in Article 2(vi) of the Act on General Rules
for National Taxes is in excess, the prescription of the right of collection of
national tax prescribed in Article 72(1) of the said Act shall not run for one
year from the statutory due date prescribed in Article 72(1) of the said Act for
the said corporation tax, except where the provision of Article 73(3) of the said
Act shall apply.

18 HIEDOHEICEWTIEL, EREANEE EF=RE_"HLLELEOREZHREMNT 5,
ZOHGEITBNT, RELEZLER [ZTH] Lb501F, [—F) LHrE2LHD
LT 5,

(18) In the case referred to in the preceding paragraph, the provision of the
proviso of Article 73(3) of the Act on General Rules for National Taxes shall
apply mutatis mutandis. In this case, the phrase "two years" in the said
proviso shall be deemed to be replaced with "one year."

19 B -HOMEOHWAND HHAICB T, HEAL YUKIEANRD ENEEE (5
ABUEEE = IRICHET 258 CLTFZOEEATRSEE —HIZBWT B
K1 EWo, ) OBUEIC X VMBS OB ELAORKIE (LLF Z OH K OREH
—IHIZBEWT RO TE] WD, ) OFREEXITEANEINDILDICRD, ) &
O ] D [E S B ER 5 |12 4R 2 5 — T KL 9~ 2 I AR SE RS 12 D & B KL 23 M 3% 5%
KM FEOHER D 22/ & O CTYHEARENICESSAELX LI Z L ZDMOBR
TEDLEMfZW 2T & T, ERRREXEIREERIL. BT TEDDL & T AIZED,
YRLIENDFHEOBUE O N L0 T R EIEABUTR DIEHRLO 5 b2 OFHR O
FEEE 2 DM CH B RENUYESENHETFEOHERH 24/ E O THEL L-HIM
(RIS T DY T 5 @A RRT 5 2 LN TE D,

(19) Where the provision of paragraph (1) shall apply, and with respect to the
arm's length price prescribed in paragraph (1) which pertains to a foreign
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affiliated transaction conducted between a corporation and a foreign affiliated
person related to the said corporation (limited to a foreign affiliated person
who shall be deemed, pursuant to the provisions of a convention prescribed in
Article 139 of the Corporation Tax Act (hereinafter referred to in this
paragraph and paragraph (1) of the next Article as a "tax convention"), to be a
resident or corporation in the Contracting State other than Japan (hereinafter
referred to in the this paragraph and paragraph (1) of the next Article as the
"other Contracting State") of the tax convention), the Minister of Finance has
reached an agreement under the said tax convention with the competent
authority of the said other Contracting State, or any other requirement
specified by a Cabinet Order is satisfied, the regional commissioner or the
district director may, pursuant to the provision of a Cabinet Order, grant
exemption from the part of the delinquent tax imposed with regard to the
corporation tax payable by the said corporation pursuant to the provision of
paragraph (1), which corresponds to the base period for the calculation of the
delinquent tax for which the Minister of Finance has reached an agreement
with the competent authority of the said other Contracting State.

20 ENEAPEAEEERICZY T 5008 9 00 EICET 52 FHZOME—HN D
FrtEETCOREOBEAICE LLERFHIL, BHTED D,

(20) Matters concerning the determination as to whether or not a foreign
corporation falls under the category of foreign affiliated person, and other
necessary matters concerning the application of the provisions of paragraph (1)
to paragraph (7) shall be specified by a Cabinet Order.

(ESBEEE & DELG AR 2 BB O R FIIT 4R 2 B O RET)
(Grace of Tax Payment under the Special Provisions for Taxation on
Transactions with Foreign Affiliated Persons)
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te, ) IZiE, BIBBERS (EBEAREREN FARE - HICHET 2BBEERELZ VD,
UTZORIBNTHL, ) 1F, ZADLDHAN TR DEIERSE FAEE 51282
BIEREIZZ DT REEABLORE (26 OB TSR D FRAMEFEE OR O
BIRANCRET DM DR R L 2D b DITIR D, ) KOYUKIEAB ORISR D RIES
ANENRICHET H2MAEBLOFEE L THATTEDD L ZAIZK VIR L&A RE
LT, TNHOHRSN TR LEEOHFICKSE, ZOMBIR (RiEgE=1+tsE—
HIZHUE T 2MBIRZ W M EEHEEDS Y IR % CTh 5 & S ITUHFEO R & T
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Article 66-4-2 (1) Where a domestic corporation has, pursuant to the provisions
of a tax convention, filed an objection prescribed in the said tax convention
with the Commissioner of the National Tax Agency (including the cases where
a foreign corporation has, pursuant to the provisions of a tax convention, filed
an objection prescribed in the said tax convention with the competent authority
of the other Contracting State which is related to the foreign corporation), the
district director, etc. (meaning the district director, etc. prescribed in Article
46(1) of the Act on General Rules for National Taxes; hereinafter the same
shall apply in this Article) may, upon application by the corporation that has
filed the objection, grant a grace of tax payment, up to the amount calculated
pursuant to the method specified by a Cabinet Order as the amount of
corporation tax payable based on the reassessment or determination listed in
paragraph (16)(i) of the preceding Article which pertains to the objection
(limited to the amount to be covered by the consultation prescribed in the tax
convention with the other Contracting State which pertains to the objection),
including the amount of additional tax prescribed in Article 69 of the said Act
with regard to the said amount of corporation tax, for the period from the due
date for tax payment (meaning the due date for tax payment prescribed in
Article 37(1) of the said Act; in the case where the application has been filed
after the due date for tax payment, the period shall start from the date of the
filing of the said application) until the day on which one month has elapsed
since the day following the day on which a reassessment has been made
pursuant to the provision of Article 26 of the said Act based on an agreement
with the competent authority of the other Contracting State (in the case where
there is no such agreement or in any other case specified by a Cabinet Order:
the date specified by a Cabinet Order) (this period shall be referred to as the
"grace period for tax payment" in paragraph (7)); provided, however, that this
shall not apply where the corporation that has filed the application has been,
at the time of filing the application, delinquent in payment of national tax
other than the said amount of corporation tax.

2 BIBBERFIL. MTEHOHEICE 2MBOMT (LT ZORICENT HNBLOMT )
EWVD, ) BT LHEAEICIE. EOMTICRLSEITHEY T 2HE LS RITIER S
RN, el L, ZFOMTPIRDIBHP L THU T TH L2506 XITHEEZHMT 52 L
INTERWEROFNE R H 5561, ZORY Thv,

(2) The district director, etc. shall, when granting a grace of tax payment
pursuant to the provision of the preceding paragraph (hereinafter referred to in
this Article as a "grace of tax payment"), collect security equivalent to the
amount under the grace period; provided, however, that this shall not apply
where the tax amount under the grace period is not more than 500,000 yen or

94



where there are special circumstances where it is impossible to collect security.

3 EFEHNEFE U AEEANREOBREIL, ATEOREIC L VHEERZET 2581 O0
THEMT 2,

(3) The provision of Article 46(6) of the Act on General Rules for National Taxes
shall apply mutatis mutandis where security is collected pursuant to the
provision of the preceding paragraph.

4  FERBEANESN+EEEOEN+HNZORER, MBLOM T %2 3 556 XLMBLo
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(4) The provisions of Article 47 and Article 48 of the Act on General Rules for
National Taxes shall apply mutatis mutandis where a grace of tax payment is
granted or is not granted. In this case, the phrase "paragraph (1) to paragraph
(3) or paragraph (7) of the preceding Article" in Article 47(2) of the said Act
shall be deemed to be replaced with "Article 66-4-2(1) of the Act on Special
Measures Concerning Taxation (Grace of Tax Payment under the Special
Provisions for Taxation on Transactions with Foreign Affiliated Persons)."

5 WBLOMTEZZTTEEPROZZFONTANIEET 2561213, BBEERE.
ZOWTEWOVET LN TE D, ZOHEITEBWTE, EBUEHNES U+ LA =
HEOH —HOBELENT 5,

(5) Where a corporation that has been granted a grace of tax payment falls under
any of the cases listed in the following items, the district director, etc. may
rescind the grace. In this case, the provisions of Article 49(2) and (3) of the Act
on General Rules for National Taxes shall apply mutatis mutandis:

— BHHORNTERY Fifzé &,

(1) Where the corporation has withdrawn the application set forth in paragraph
(1).

B HOBSBIILEREFBRORIIZOE M LinE &,

(i) Where the corporation does not cooperate in the submission of the
necessary documents for the consultation set forth in paragraph (1).

= EBRBHAREFRE =T N\EKE—HE ZONTIUNIEE T L2EERND L LEITB N T,
ZDHENEDWEPIARDEANBZ R THHNICTEMNT 22 LR TE RV ERD LN
HEE,

(ii1)) Where there is a fact that falls under any of the items of Article 38(1) of
the Act on General Rules for National Taxes, and it is found to be impossible
for the corporation to pay the corporation tax under the grace period in full
within the said period.

I ZDOMTIThRDIEABUC D TR S T HRIZ O W TR B RS0 ERL@ANES
HA—FFE-HOBEIZLOTLEMBITIGE LR N E X,

(iv) Where the corporation does not follow the order issued by the district
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director, etc. pursuant to the provision of Article 51(1) of the Act on General
Rules for National Taxes with regard to the security provided for the
corporation tax under the grace period.

o OEIEFICET D b ODIED, TOEDOMEDRNEDOMOFFOLLIZLY ZD
MTEMFET D ENEYTRVWERDLND & X,

(v) In addition to what is listed in the preceding items, where it is found to be
inappropriate to maintain the grace period due to any change in the state of
the corporation's property or other circumstances.

6 ANBLORET & T T AE ABUT D W T o E L@ HITE & OEBLBUNE O BLUE OwE I
W, ERLBERINES Z&H/\st TBLOM T L) LoD 0id TBLoRY (Fi
FiAF RIS EVEF N FARSROM O 58— (EABEEE & ORGHIER 5 BRBLO R 4%
LWBLORET) OHEIC L DMBOMT 25T, ) XiE) &, FEBL+_4&E—H
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WO T2 G, LT ZOHIZBWTRL, ) | &, FESLHLAE—HE—&F
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DB L DM OMT 2 Ede, ) | & ERBUNES RELEKROEH 55 [
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(6) With regard to the application of the provisions of the Act on General Rules
for National Taxes and the National Tax Collection Act to corporation tax
under a grace of tax payment: in the Act on General Rules for National Taxes,
the term "grace of tax payment" in Article 2(viii) shall be deemed to be replaced
with "grace of tax payment (including a grace of tax payment pursuant to the
provision of Article 66-4-2(1) of the Act on Special Measures Concerning
Taxation (Grace of Tax Payment under the Special Provisions for Taxation on
Transactions with Foreign Affiliated Persons))", the term "grace of tax
payment" in Article 52(1) shall be deemed to be replaced with "grace of tax
payment (including a grace of tax payment pursuant to the provision of Article
66-4-2(1) of the Act on Special Measures Concerning Taxation (Grace of Tax
Payment under the Special Provisions for Taxation on Transactions with
Foreign Affiliated Persons); hereinafter the same shall apply in this
paragraph)", and the term "grace of tax payment" in Article 55(1)(i) and Article
73(4) shall be deemed to be replaced with "grace of tax payment (including a
grace of tax payment pursuant to the provision of Article 66-4-2(1) of the Act
on Special Measures Concerning Taxation (Grace of Tax Payment under the
Special Provisions for Taxation on Transactions with Foreign Affiliated
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Persons))"; in the National Tax Collection Act, the term "grace of tax payment"
in Article 2(ix) and (x) shall be deemed to be replaced with "grace of tax
payment (including a grace of tax payment pursuant to the provision of Article
66-4-2(1) of the Act on Special Measures Concerning Taxation (Grace of Tax
Payment under the Special Provisions for Taxation on Transactions with
Foreign Affiliated Persons))", and the term "Grace of Tax Payment)" in Article
151(1) shall be deemed to be replaced with "Grace of Tax Payment) (including a
grace of tax payment pursuant to the provision of Article 66-4-2(1) of the Act
on Special Measures Concerning Taxation (Grace of Tax Payment under the
Special Provisions for Taxation on Transactions with Foreign Affiliated
Persons))".

7 RO T A2 LIZGEICIE, O T A2 LICEABUSR D IEHFRLO 5 HAEL O T
I (E—HOBFENFHEOMIIRLIATI CTH 25 AICIE, YEPFHORZERER & L
THEMHIRE COHMZ T, ) ITHHIST 28 00T, %brd 5, 2720, &
THOHEIZLDBIE LOKER ERDREFENELTHGEITIE, TOAELTZHEZED
BN ST 280 DRFIZHOWTIE, FBERFIL. TORREZ LN AT
Do

(7) Where a grace of tax payment has been granted, exemption shall be granted
from the part of the delinquent tax imposed with regard to the corporation tax
under the grace period, which corresponds to the grace period for tax payment
(in the case where the application set forth in paragraph (1) has been filed
before the due date for tax payment set forth in the said paragraph, the grace
period for tax payment shall include the period from the date of the filing of
the said application until the due date for tax payment); provided, however,
that where any event has occurred which can be the cause of a rescission
pursuant to the provision of paragraph (5), the district director, etc. may
choose not to grant exemption with regard to such part of delinquent tax which
corresponds to the period after the day on which the said event has occurred.

8 MWBLOMTICBIT 2 HEEOFReICB L ERFHIT, Bin TED D,

(8) Necessary matters concerning the procedure for the application for a grace of
tax payment shall be specified by a Cabinet Order.

FEEDO= EA B EEIR D AEDOFFE DR ORH
Section 7-3 Special Provisions for Taxation on Interest on Liabilities, etc.
Payable to Foreign Controlling Shareholders, etc.

([ESh SRR 55 12 4R D A O 55 O BRBLO Ry )
(Special Provisions for Taxation on Interest on Liabilities, etc. Payable to
Foreign Controlling Shareholders, etc.)
ST REOH WENEAD, ERPUEN A —HUZICHRGT 28 FEFEICTBN T,
YREPETE NTAR D ES SRR £ 5 T E L 55 F ITAE ORI F+%5 4 35 5 581
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Article 66-5 (1) Where a domestic corporation pays, in each business year
beginning on or after April 1, 1992, interest on liabilities, etc. to a foreign
controlling shareholder, etc. or fund provider, etc. that is related to the said
domestic corporation, and the average balance of liabilities regarding the
liabilities owed, for the relevant business year, to the foreign controlling
shareholder, etc. and the fund provider, etc. that are related to the said
domestic corporation, exceeds threefold the amount of equity interest held by
the foreign controlling shareholder, etc. related to the said domestic
corporation for the relevant business year, the amount calculated pursuant to
the method specified by a Cabinet Order as such excess in the amount of
interest on liabilities, etc. payable by the said domestic corporation to the said
foreign controlling shareholder, etc. and fund provider, etc. in the relevant
business year shall not be included in the amount of deductible expense in the
calculation of the amount of income of the said domestic corporation for the
relevant business year (including the amount of income prescribed in Article
102(1)(@) of the Corporation Tax Act); provided, however, that this shall not
apply where the average balance of liabilities regarding the total liabilities of
the said domestic corporation for the relevant business year (limited to those
which can be the cause of payment of interest on liabilities, etc.; the same shall
apply in the next paragraph and paragraph (3)) is not more than threefold the
amount of equity capital of the said domestic corporation.

2 HIEOBRELZBEM T 25612V T, SENEENT, HEAENENITR D ES
Bk B4 K OB &M 5 H5 ST 2 A0 5 I EERICEGIHICRLI 8BNS
D& EX, YRES B EE L OE AL G5 EE TR 2 AEITR L FRAEKR &)
LEBGTEDD & ZAIZLYFHE LR EMBRBIE IG5 106R 2 AR & ¥R
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BAR ) X T B CEARORITLR D A58 YR ETE NI D B SRR R E O E A
Ry AT HZNENEANO B CERDFIAR DML L, UZAENENTHR D ESN L
Bobk 5 K V& ik 5FH IS ) AE ORI FEDHEN OB TEDDH & ZAITEY
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(2) Where the provision of the preceding paragraph shall apply, and the said
domestic corporation has any liabilities arising from a specified bond
transaction with a repurchase/resale agreement, etc. among its liabilities owed
to a foreign controlling shareholder, etc. and a fund provider, etc. that are
related to the said domestic corporation, the said domestic corporation may use,
as the multiple number applicable to the equity interest held by the foreign
controlling shareholder, etc. related to the said domestic corporation or
applicable to the amount of equity capital of the said domestic corporation, the
multiple number applicable to the equity interest held by a foreign controlling
shareholder, etc. related to the said domestic corporation or applicable to the
amount of equity capital, which is calculated pursuant to the method specified
by a Cabinet Order based on [1] the average balance of liabilities calculated by
deducting the average balance of liabilities regarding the specified bond
transaction with a repurchase/resale agreement, etc. calculated pursuant to
the method specified by a Cabinet Order from the average balance of liabilities
regarding the liabilities owed to the said foreign controlling shareholder, etc.
and fund provider, etc., or [2] the average balance of liabilities calculated by
deducting the average balance of liabilities regarding the specified bond
transaction with a repurchase/resale agreement, etc. calculated pursuant to
the method specified by a Cabinet Order from the average balance of liabilities
regarding the total liabilities for the relevant business year, and thereby
determine the amount calculated by deducting the amount of interest on
liabilities, etc. arising from the specified bond transaction with a
repurchase/resale agreement, etc. calculated pursuant to the method specified
by a Cabinet Order from the amount of interest on liabilities, etc. payable to
the foreign controlling shareholder, etc. and fund provider, etc. that are related
to the said domestic corporation, to be the amount of interest on liabilities, etc.
payable to the foreign controlling shareholder, etc. and fund provider, etc. that
are related to the said domestic corporation. In this case, the term "threefold"
in the preceding paragraph shall be deemed to be replaced with "twofold."

3 HHOBELEMT 2HEICBWNT, HRENEENT, HENEENR D ESh
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(3) Where the provision of paragraph (1) shall apply, the said domestic
corporation may use, in lieu of the multiple number applicable to the equity
interest held by a foreign controlling shareholder, etc. related to the said
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domestic corporation and applicable to the amount of equity capital of the said

domestic corporation, a multiple number that is found to be appropriate in

light of the percentage specified by a Cabinet Order as the percentage of the

total liabilities of another domestic corporation to its net assets on condition
that such other domestic corporation's business is the same type as the said
domestic corporation's business, and the size and other details are similar
between the two businesses.
4 ZORIZBNT, ROZ ST 2 HEOERIT. YK FIIED L E AL D,
(4) In this Article, the meanings of the terms listed in the following items shall

be as prescribed respectively in those items:

— ESNERMR TR B RKEEHE SO ICHET HEEEE Btk
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(i) Foreign controlling shareholder, etc.: A nonresident prescribed in Article
2(1)(1)-2 (referred to in item (ix) as a "nonresident") or a foreign corporation
who has a relationship with a domestic corporation whereby the said
nonresident or foreign corporation holds, directly or indirectly, shares or
capital contributions that account for 50 percent or more of the total number
or the total amount of issued shares of or capital contributions to the said
domestic corporation (excluding the shares or capital contributions held by
the said domestic corporation) or any other special relationship specified by a
Cabinet Order

— EeftERE ANEEANCESLZRETIHEROCUYHRESOUEICHEROH HH
ELTHEATEDDLIHEEV I,

(i1) Fund provider, etc.: A person who provides a domestic corporation with
funds, and a person specified by a Cabinet Order as being related to such
provision of funds

= AfFORNTE AFOFF (ZHNICETLIHDOL LTEHATED D bDEET,
UFTZDOFIZEWTHL, ) ZOMBETEDLHM CHLAE ORI F £ OBy
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(ii1) Interest on liabilities, etc.: Interest on liabilities (including moneys
specified by a Cabinet Order as being equivalent thereto; hereinafter the
same shall apply in this item) and any other expense specified by a Cabinet
Order (excluding the said interest on liabilities and any other expense
specified by a Cabinet Order, which are included in the taxable income of the
person who is to receive payment thereof, and any other expense specified by
a Cabinet Order)

M ES SRR EE R OB L5 F T 2 A6 B B ES I 5 Ak
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(iv) Liabilities owed to a foreign controlling shareholder, etc. and a fund
provider, etc.: Liabilities owed to a foreign controlling shareholder, etc.
(limited to those which can be the cause of payment of interest on liabilities,
etc.) and liabilities owed to a fund provider, etc. that are specified by a
Cabinet Order (limited to those which can be the cause of payment of interest
on liabilities, etc.)

. EHAEERR AEOBHOYHFEE LTHAT TEDDL L ZAICK VR L%
2D,

(v) Average balance of liabilities: The amount calculated pursuant to the
method specified by a Cabinet Order as the average amount of liabilities

N ES SR EFEOBE ARy A FEEE O ESN SR EEFE ONENE AN OME PEIZ
KTHRGELTHATEDD EZAICLVHAELEZGFHZ V),

(vi) Equity interest held by a foreign controlling shareholder, etc.: The amount
calculated pursuant to the method specified by a Cabinet Order as the
interest in a domestic corporation's net assets held by a foreign controlling
shareholder, etc. for each business year

t BOBEADEE HFEFEOMEEDOHL L THSTEDDLEIAICLVEHEAEL
T BFZ D,

(vil) Amount of equity capital: The amount calculated pursuant to the method
specified by a Cabinet Order as the amount of net assets for each business
year

I\ RREEREEIG S BRG] GBI 5o - HICHUE T AR
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(viii) Specified bond transaction with a repurchase/resale agreement, etc.: A
bond transaction with a repurchase/resale agreement (meaning a bond
transaction with a repurchase/resale agreement prescribed in Article 42-2(1))
and a cash-secured bond lending transaction (meaning a transaction for
borrowing or lending bonds secured by cash), which are specified by a
Cabinet Order

L BRSO HE B0 IIRET A EEEICH O TIRFES DK
TS (FTSBUIEE & —HE T SICHET LRI EZ V9, ) 2,
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(ix) Taxable income: [In the case of a resident prescribed in Article 2(1)(1)-2]
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each type of income (meaning each type of income prescribed in Article
2(1)(xxi) of the Income Tax Act) for each year; [in the case of a domestic
corporation] income for each business year (including the income of a
corporation, which should file a return pursuant to the provision of Article
102(1) of the Corporation Tax Act, for each business year when liquidation is
in progress) or consolidated income for each consolidated business year, or
liquidation income; [in the case of a nonresident or foreign corporation]
domestic source income specified in the relevant provision for the category of
nonresident listed in Article 164(1)(i) to (iii) of the Income Tax Act
corresponding to the said nonresident or the category of foreign corporation
listed in Article 141(@) to (iii) of the Corporation Tax Act corresponding to the
said foreign corporation, which is specified by a Cabinet Order

5 FHB—HOBEIZLVBEEOHEICHEAS NN DT THEEANDIERRIZELT
HOIX, UENEEANOHE (B0 X2MiER<, ) ICXDERFHOSEDE
BB, BRAMECMEBICHEAT S,

(5) Any amount excluded from the amount of deductible expense pursuant to the
provision of paragraph (1) that has arisen during the liquidation of a domestic
corporation shall be included in the value of residual property in the
calculation of the amount of the liquidation income arising from the dissolution
(excluding dissolution as a result of a merger) of the said domestic corporation.

6 H_HOBEIL, MERETEFICFAHEOREDEM 2% 5 5 2#l LIcEFmILET
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(6) The provision of paragraph (2) shall apply only where a domestic corporation
has filed a final return form, etc. with a document attached thereto stating
that it seeks the application of the provision of the said paragraph and a
written statement attached thereto concerning the calculation of the average
balance of liabilities regarding the liabilities from a specified bond transaction
with a repurchase/resale agreement, etc. and the amount of interest on
liabilities, etc., both of which shall be deducted pursuant to the provision of the
said paragraph, and preserved the documents on such calculation.

7 BBERIE AEHOEGA L IIHMEORMOLWEEREEFORENH Y |
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(7) Even where a domestic corporation has filed a final return form, etc. without
the document or written statement set forth in the preceding paragraph
attached thereto or failed to preserve the documents on the calculation set
forth in the said paragraph, the district director may, when he/she finds any
unavoidable reason for the domestic corporation's failure to attach a necessary

102



document or written statement or preserve the necessary documents on the
calculation, apply the provision of paragraph (2), only if the said document and
written statement as well as the said documents on the calculation are
submitted.

8 W_HOBEIL, EPEERCFEOREDHEM 22T 552 L2 EmER
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(8) The provision of paragraph (3) shall apply only where a domestic corporation
has filed a final return form, etc. with a document attached thereto stating
that it seeks the application of the said paragraph, and preserved documents or
any other materials (referred to in the next paragraph as "materials, etc.") that
certify that the multiple number that it applies is appropriate.
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(9) Even where a domestic corporation has filed a final return form, etc. without
a document attached thereto stating that it seeks the application of the
provision of paragraph (3) or failed to preserve the materials, etc. that certify
that the multiple number that it applies is appropriate, the district director
may, when he/she finds any unavoidable reason for the domestic corporation's
failure to attach a necessary document or preserve the necessary materials,
etc., apply the provision of the said paragraph, only if the said document and
the said materials, etc. are submitted.
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RHHDICRD, WHEEOHE ZHIZBWTRIL, ) J &, FmEP TNEEA &b
L0 BhEREAND &, B=0F TREREANZ] EH 2013 HAEENT) &0 TR
EiEANIZ) EHDHoF BEIEANC) & TREREAD] LHD01F BEIEAD)
& THEEANED L2001 MEEANDERNERE ] &, AR &H 5D
el (AEORFEOSINOERE 2L b DICRD, ) | &, HHEFE - 5H
ENEAN] o200 MoSNENEN] & THENEAN] &H D01 T EEAN]
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(10) The provisions of paragraph (1) to paragraph (4) and paragraph (6) to the
preceding paragraph shall apply mutatis mutandis to interest on liabilities, etc.
paid by a foreign corporation that conducts a business in Japan (such interest
on liabilities, etc. shall be limited to that pertaining to the business conducted
in Japan). In this case’ in paragraph (1), the phrase "the said domestic
corporation" shall be deemed to be replaced with "the said foreign corporation,"
the term "interest on liabilities, etc." shall be deemed to be replaced with
"interest on liabilities, etc. (limited to that pertaining to the business
conducted by the said foreign corporation in Japan (hereinafter referred to in
this paragraph and paragraph (3) as "business in Japan"; hereinafter the same
shall apply in this paragraph and the next paragraph)", the term "liabilities"
shall be deemed to be replaced with "liabilities (Ilimited to those arising from
the business in Japan; the same shall apply in the next paragraph)", the term
"equity interest" shall be deemed to be replaced with "equity interest (limited
to that pertaining to the business in Japan; the same shall apply in the next
paragraph and paragraph (3)", the phrase "limited to those which can be the
cause of payment of interest on liabilities, etc.; the same shall apply in the next
paragraph and paragraph (3)" shall be deemed to be replaced with "limited to
those which can be the cause of payment of interest on liabilities, etc. and
pertain to the business in Japan; hereinafter the same shall apply in the next
paragraph", and the term "amount of equity capital" shall be deemed to be
replaced with "amount of equity capital (limited to that pertaining to the
business in Japan; hereinafter the same shall apply in the next paragraph and
paragraph (3)"; in paragraph (2), the term "domestic corporation" shall be
deemed to be replaced with "foreign corporation"; in paragraph (3), the term
"domestic corporation” shall be deemed to be replaced with "foreign
corporation", the phrase "related to the said domestic corporation" shall be
deemed to be replaced with "related to the said foreign corporation", the phrase
"of the said domestic corporation” shall be deemed to be replaced with "of the
said foreign corporation", the phrase "as the said domestic corporation's
business" shall be deemed to be replaced with "as the said foreign corporation's
business in Japan", the term "total liabilities" shall be deemed to be replaced
with "total liabilities (limited to those which can be the cause of payment of
interest on liabilities, etc."; in paragraph (4)(i), the term "foreign corporation"
shall be deemed to be replaced with "another foreign corporation", the term
"domestic corporation" shall be deemed to be replaced with "foreign
corporation"; in paragraph (4)(ii) and (vi), the term "domestic corporation" shall
be deemed to be replaced with "foreign corporation".

11 REICHET 2 ENSERTEEDS U LD 556 ORBEICHET 2 AR5
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BIABERESEOFE, FHEOBEIC LV ESEOEICE AN SN WEEEITR D IEARLE
DHLE O FH & DM & I F C L ORETHEOHE Om IR LB IHE X,
BESTED D,

(11) The calculation of the average balance of liabilities, etc. regarding liabilities
prescribed in paragraph (1) in the case where there is more than one foreign
controlling shareholder, etc. prescribed in the said paragraph, the application
of the provisions of the Corporation Tax Act with respect to the amount
excluded from the amount of deductible expense pursuant to the provision of
the said paragraph, and other necessary matters concerning the application of
the provisions of the said paragraph to paragraph (4) shall be specified by a
Cabinet Order.

FEEEH oM HNERNEANDOREINEFSHEITLR D FTEE DR O K5
Section 7-4 Special Provisions for Taxation on Income, etc. of Specified
Foreign Subsidiary Companies of Domestic Corporations
F—EK NEEADOKENEFSLEITR DFTH ORI ORKHF]
Subsection 1 Special Provisions for Taxation on Income of Specified
Foreign Subsidiary Companies of Domestic Corporations

(NENENCR D FrESNE F2SHEE OB RSO REEA)
(Inclusion in Gross Profit of Retained Income of Specified Foreign Subsidiary
Companies, etc. Related to Domestic Corporations)

FNRTAREDONR  WIZHBIT 2NEENRDAEBRSED O B KIEXITF T2 2 FE
AT D FTE T 2 E SJUTHURIZ B8 1T 5 OFTRIC & L TR SN A BLO BN ARIIZEB T 5
ENOFHICH L TR ENDIBOAMICHE L TELIEN LD L LTEHS TED D5
ERIREAICZ YT 20D (LLFZOFIZEBNT TFENEFEE%E] 2D, ) 5,
MR T =400 H — H DR ISP T 2 B FREE B W T, £ ORLSFTE D25
LEBELIZLOE LT, BATEDD EIAICLY, YERLGFIHOSFHIZOZY
AR T DBFITLR D BB L OVEABESR —+ =4 —HE - SICHET 2R AR
OB, FIEROE Y IR OB (LU ZOE L OREIZE W T TEIRE O/
W L), ) OBEICETHIELZMZ e (LLFZ OB\ T i X4 8
REF LW o, ) ZATLHEAICIE. TOEAMNEHEESED > LEOANEEAND
AT % LR ESNEF 2t F OB M OCHERG ORAEFEOBITHIET oD & LT
ZOHRRE A IIHEZ W), LT ZOHEEOREICBWTH LU, ) Dbk
(RIREB OB Y%, MEDZRE OMORF IR HGE O 255 R T 2R 20 9,
UTZOEEOKEIZBWTHL, ) ONFZEEL THGTTEDD L ZAIZLYE
Bl UITZoRICENT ERBASRE RG] Lo, ) ITHET 284813,
ZOWNENENDINAE DFE B/ L THEBFEFEK TOROERNS ZH 2 fE+
5 HEGE0LEONEENDOEFREREOFGOSBOE L, HeEOBIIEAT L,

Article 66-6 (1) Where an affiliated foreign company related to any of the
following domestic corporations, which falls under the category of affiliated
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foreign company specified by a Cabinet Order as a company whose tax burden

to be imposed on its income earned in a state or territory where its head office

or principal office is located is significantly lower than the tax burden to be
imposed on the income of a corporation in Japan (hereinafter referred to in this

Subsection as a "specified foreign subsidiary company, etc."), in each business

year beginning on or after April 1, 1978, retains as part of the amount of

undistributed income, pursuant to the provision of a Cabinet Order, any
amount that is adjusted, with respect to the said amount of undistributed
income, based on the tax amount pertaining to the said amount of
undistributed income and the amount of dividend of surplus, dividend of profit
or distribution of surplus prescribed in Article 23(1)(i) of the Corporation Tax

Act (hereinafter referred to in this paragraph and the next paragraph as

"dividend of surplus, etc.") (such adjusted amount hereinafter referred to in

this Article as "eligible retained income"), the amount equivalent to the part of

eligible retained income which is calculated pursuant to the method specified
by a Cabinet Order as the amount of income corresponding to the number of
shares, etc. of the said specified foreign subsidiary company, etc. held by the
domestic corporation through direct and/or indirect ownership, while taking
into consideration the contents of the claim (meaning a claim to demand
dividend of surplus, etc., distribution of property and any other economic
benefit; hereinafter the same shall apply in this paragraph and the next
paragraph) vested in such shares, etc. (meaning shares or capital
contributions; the same shall apply in this paragraph and the next paragraph)

(such part of eligible retained income hereinafter referred to in this Subsection

as "taxable retained income") shall be deemed to be the amount of the domestic

corporation's profit, and included in its gross profit in the calculation of the
amount of its income for the business year that includes the day on which two
months have elapsed since the day following the last day of the relevant
business year:

— XA LHERBRS O EEE K O RHERA OKAE OB O G E RSO
FATHERASOTIHE CYZANEBRSHED AT 0 H COMAEZRLS, ) ORI
R D 5 IO 2EIG CHRAERBERESED RO A DO NE TITBITDIENT
HOLGEITIX, YEHE L ENENA DD NETIZED DZEEOWT I EWEIE,
WFITBNT TEE K OCHEOHEBREHHRAFEORARIEG] Lo, ) PED
DHLL ETHDNEEAN

(1) A domestic corporation that holds shares, etc. of the affiliated foreign
company through direct and/or indirect ownership, the ratio of whose shares,
etc. to the total number or total amount of issued shares of or capital
contributions to the said affiliated foreign company (excluding the shares, etc.
held by the said affiliated foreign company) (in the case where the said
foreign affiliated company is a corporation listed in (a) to (c): the said ratio or
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the ratio listed in (a) to (c), whichever is larger; referred to in the next item

as the "direct and/or indirect ownership ratio for shares, etc. of an affiliated

foreign company") is five percent or more:

A M (FIREOR Y EIZET OWREITRDL B DIZR D, LT Z 05K ORIEA
IZEWTRHRL, ) OBR—ETRVWERAFEZRITLTVWDIEN (NTHITHIEAN
ZhR<. ) FOFT D YEAEPIRS IO E K O HIEIRA ORI DE DY
A EBIR AL OBRRME ORI D 5 LIz H® HEE

(a) A corporation that issues shares, etc. in which more than one voting right
(limited to a voting right pertaining to a resolution on dividend of surplus,
etc.; hereinafter the same shall apply in this item and the next paragraph)
is vested (excluding a corporation listed in (c)): The ratio of the number of
voting rights in the said affiliated foreign company held by the domestic
corporation through direct and/or indirect ownership to the total number of
voting rights in the said affiliated foreign company
2 FERMEONENRR DA ELHITL TV DIEN (NTBITDEANEZRRLS, )
Z DT D Y HNEBIR SO E L O OFE RHEIZE D < RlRe OB Y
FEORD YA EBMR RO FOFERMEICESZZIT L2 ENTE LRRE
DELYEFDREAD 5 HITHD D EIE

(b) A corporation that issues shares, etc. in which different claims are vested
(excluding a corporation listed in (c)): The ratio of the amount of dividend
of surplus, etc. based on the claim for the said affiliated foreign company
held by the domestic corporation through direct and/or indirect ownership
to the total amount of dividend of surplus, etc. receivable based on the
claims vested in the shares, etc. of the said affiliated foreign company

N R DR TR WK E R OFEREONEN R R 5 HRAFE LT LTV
DIEN A XNIeIZED HEIGOWNT I EmWEIE
(c) A corporation that issues both shares, etc. in which more than one voting
right is vested and shares, etc. in which different claims are vested: The
ratio specified in (a) or the ratio specified in (b), whichever is larger

= EEROMEONEBRSHRAZEORAGRIG N E O ETH 2 — O RIEK
FIN—=TIET 2REEN FTZIc8F 2 NEEANZ RS, )

(i1) A domestic corporation that belongs to a family shareholder group whose
direct and/or indirect ownership ratio for shares, etc. of the foreign affiliated
company is five percent or more (excluding the domestic corporation listed in
the preceding item).

2 HHEEOCZOHEIIBWT, ROKZITHIT2HEOERIL, 4
AL D,

(2) In the preceding paragraph and this paragraph, the meanings of the terms
listed in the following items shall be as prescribed respectively in those items:
— SFEERSE SAEEBEANT, ZORITHERESUIHE (20325 H 2 OMASE

ZhR<. ) ORBIUIHRED O BITEER (E_RE-HE -S5O _ICHETLIE

I

%S FICED D LD

k=1
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FEFEEZVI, UFZOFROEARFIZEBWTH L, ) ROWEEA ON Rtk
FEEE BEEIINEEAN EBS TED 2RHORBRRO & 2 RHEE —5 0 1
HETOHEEEZ N, UTFTZOFIZBWTRHL, ) WAET 2 EELROHERE
DOHERE DD EFE T EFHO L 281G CHANAEEANDRRDOA NHANET
T DENTHL5GEITIE. SEEEEEZNENADONETIZED DFED N
THROPEWEIR) DEDOHTE2BZ5H0E 0D,

(i) Foreign affiliated company: A foreign corporation in which the ratio of the
sum of the number or amount of shares, etc. held through direct and/or
indirect ownership by residents (meaning residents prescribed in Article
2(1)(31)-2; hereinafter the same shall apply in this item and item (vi)),
domestic corporations and specially-related nonresidents (meaning
nonresidents prescribed in Article 2(1)(i)-2 who have a special relationship
specified by a Cabinet Order with residents or domestic corporations;
hereinafter the same shall apply in this item) to the total number or total
amount of issued shares or capital contributions (excluding the shares, etc.
held by the foreign corporation) (in the case where the foreign corporation is
a corporation listed in (a) to (c): the said ratio or the ratio listed in (a) to (c),
whichever is larger) is more than 50 percent:

A BRHEOHD —E TRVWRAFELFITL TV DHIEAN NTBIT2EANZ R
<o ) HEANENEN DFEIRME DRI D 5 BIZFRAEE K OWENE AT QN Rk R
FRIETRAEF A T 2 Y%A ETE N D EHE K O O IRHE OB DA D S
5 EIE

(a) A corporation that issues shares, etc. in which more than one voting right
(excluding a corporation listed in (c)): The ratio of the sum of the number of
voting rights in the said foreign corporation held through direct and/or
indirect ownership by residents, domestic corporations and specially-
related nonresidents to the total number of voting rights in the said foreign
corporation

2 GERMEONEDNER DMK ELFHITL TWDOIEN NTHBITDEANZRRLS, )
BEHNEENOKRAEDF RMEICESEZITHZ N TELHRREOR S FE DK
O O BIZREE K OWEENIE N Rk BRI R EE A 5 Mg ENE AN D
ELEE M ONH R A ORE RIS S IR G OB F OO B EHHD H 5 H &

(b) A corporation that issues shares, etc. in which different claims are vested
(excluding a corporation listed in (c)): The ratio of the sum of the amount of
dividend of surplus, etc. based on the claims for the said foreign
corporation held through direct and/or indirect ownership by residents,
domestic corporations and specially-related nonresidents to the total
amount of dividend of surplus, etc. receivable based on the claims vested in
the shares, etc. of the said foreign corporation

N R DR M TIRWRE K OFEREDONAEN R R 5 HRAFE LT LTV
DIEN A XNIIZED HEIGOWT I EWEIS
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(c) A corporation that issues both shares, etc. in which more than one voting
right is vested and shares, etc. in which different claims are vested: The
ratio specified in (a) or the ratio specified in (b), whichever is larger

= RGOSR FESNETESEORFEEEEORBIZE S G OEFEIC
DE EABUER O ZOERICEDFFEFEOTIFOSFOFHEICET LD L
LTHACEDLEEICLIVHBE LEGHLEHEL L THATEDDLEZAITLDY
UEAFEEERBO ARTEEUNICHE LIS FEFEICB W TALLEREBOE
IR DL INZ & Z VD,

(i) Amount of undistributed income: An amount adjusted, with respect to the
amount of income of a specified foreign subsidiary company, etc. in its
settlement of accounts for each business year, pursuant to the method
specified by a Cabinet Order, based on the amount calculated in accordance
with the standards specified by a Cabinet Order in a manner equivalent to
the manner for calculating the amount of income for each business year
pursuant to the Corporation Tax Act and this Act, in terms of the amount of
loss incurred in each of the business years that commenced within seven
years before the first day of the relevant business year

= EZEROMERA OKRAEOH EASUINETE AN EHZIZA T 5 /MNEE AN O
KO XITIHE DS MM OAEENZ B U THBIZAT 2608 LTBHTE
D % HZANEIE N OO ITHE D SO FECUIEFEHZ VD,

(ii1)) Number of shares, etc. (held) through direct and/or indirect ownership: The
sum of the number of shares of or amount of capital contributions to a
foreign corporation held directly by an individual or domestic corporation
and the number of shares of or amount of capital contributions to the said
foreign corporation specified by a Cabinet Order as being held indirectly by
the said individual or domestic corporation via another foreign corporation

PO EE M OV R OO B A SUINERE N EHEICH T 2 4NEEN O
RHEOE L MDA EENZ B L CHBIZAT 20D L L THAS TED D Yi%stEH
ENDHBERMEOEDOEFEZ VD,

(iv) Number of voting rights (held) through direct and/or indirect ownership:
The sum of the number of voting rights in a foreign corporation held directly
by an individual or domestic corporation and the number of voting rights in
the said foreign corporation specified by a Cabinet Order as being held
indirectly by the said individual or domestic corporation via another foreign
corporation

T EEKROMERA OFEREICESSRIREOR Y FORH  HASUINEEADE
BICAHT HHEENOKRRFEDOFHEREICESEZT D LN TE DRREDOR Y E
DFAK O DO HMEEN A 08 U THERICA T 2 4N EE N ORE OFE RIMEICE D
ERZTHILENTELRREOHYFEDFHE LTHLTTEDDbDDEFIHHE VD,

(v) Amount of dividend of surplus, etc. based on the claims (held) through
direct and/or indirect ownership: The sum of the amount of dividend of
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surplus, etc. receivable based on the claims in the shares, etc. of a foreign
corporation held directly by an individual or domestic corporation and the
amount of dividend of surplus, etc. receivable based on the claims in the
shares, etc. of the said foreign corporation specified by a Cabinet Order as
being held indirectly by the said individual or domestic corporation via
another foreign corporation

N RBEREZLV—T SERRS OS2 B IMBEICRAT2H5 D b,
—DFRAEFE TN EEA KR Y — O FREE AINEEAN L Bm TED 255D
fRodbsE GMEENERS, ) 209,

(vi) Family shareholder group: A group of persons who directly or indirectly
hold shares, etc. of an affiliated foreign company, within which a resident or
domestic corporation has a special relationship specified by a Cabinet Order
with the rest of the persons in the group (excluding a foreign corporation)

3 H—HATICHET 2NEENR L FBENE 1% (R (HEZ2ET, ) AL
NLEFORA . LEFAWHEE OMOBEMIZBET 2HERM ., Rl OEINIC L 5 AEE K
FLLIZINGIZHET D0 (I OHFNCETEMEL T, ) /L ITEE
e (HIRHER OB EBREMEZ O ZICHET 2 b 02 ET, ) ORI L <
M OEM T2 ET-2FHELTHLOERLS, ) BEORIEXITFET D EEHTO
FHES 2 EUIHIRIC W TZEDOEL L FEZTOICKLELRO LN FHEIT. I,
THZOMOBEEMZKZA L, 7o, TOFEEDOEH, IRLAVEEZH HTOTH
LD THL%6 (REIZEBWT THEEMBREZAETL2HOTHLIEGE] LW), ) I
BT LHE—HOBEOBEMIZOWTIZ, RES TFHEZMA 2% LHDDIE,
[EHEE 2 N A T2 2D O YR EANE T 2B O FEIEF T2 HEDONFE L L TE
TCEDLEMOEOBE O HITHYT MR LICeH] &1 2,

(3) With regard to the application of the provision of paragraph (1) in the case
where a specified foreign subsidiary company, etc. related to a domestic
corporation listed in each item of paragraph (1) (excluding a company engaged
in, as its principal business, the holding of shares (including capital
contributions) or bonds, the provision of industrial property rights or any other
rights concerning technology, production methods involving special technology
or any other equivalent rights or methods (including the right to use these
rights) or copyrights (including rights of publication, neighboring rights and
any other equivalent rights) or the lending of vessels or aircrafts) has an office,
store, factory or any other fixed facility that is considered to be necessary for
conducting its principal business in the state or territory where its head office
or principal office is located, and takes charge of managing, controlling and
operating the business by itself (referred to as the "case where a specified
foreign subsidiary company, etc. has a fixed facility”" in the next paragraph),
the phrase "amount that is adjusted" in the said paragraph shall be deemed to
be replaced with "amount that is adjusted,..., after deducting therefrom the
amount equivalent to ten percent of the amount of expense specified by a
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Cabinet Order as a personnel expense for people engaged in the business at the

said specified foreign subsidiary, etc."

4 F-HKEOFEHHOBEIL, H—HS S8 2 NEENR D ATEICEE T 25 E
HME -2 AT OARNE AT T T2 2 FH T OFTET 2 E ST 30 T E it 5%
AT2bDTHLISLETHOT, BHEEFEICBNTEDIT) ELL2FEBROL T
T D FEEDONTIICHEY T DR CEEAFITED HHAITELT D & X,
UL ESMNE T2 D2 D% T 5 FEF TR D A R @RI OV T,
LR,

(4) Where a specified foreign subsidiary company, etc. prescribed in the
preceding paragraph that is related to a domestic corporation listed in each
item of paragraph (1) has a fixed facility in the state or territory where its
head office or principal office is located, and falls under any of the cases listed
in the following items depending on the type of business listed in the following
items to which its principal business corresponds in each business year, the
provisions of paragraph (1) and the preceding paragraph shall not apply to the
eligible retained income of the said specified foreign subsidiary company, etc.
for the relevant business year:

— HITEHE. ST, (BRCE. FERZE. R, KEEIMEEERE ZOFEEL
F & UL THEAESNEFRHFIRDENHFRONE —HE I8 T 5B EE. 4
ZHRPESNEF SHFICR D E - HA ST DNEEAN. SFESNEF2HFIC
BRDFEANFTFNEOIAH L FITBT DEBIEANZOM I L DFICHET LHE &
LTHEAETEDDLbDLUNDE L ORI TITOTVWDOHE L LTEHS TEDL5LE

(1) Wholesale business, banking business, trust business, securities business,
insurance business, water transportation business or air transportation
business: The case specified by a Cabinet Order in which the said specified
foreign subsidiary company, etc. conducts business mainly with a person
other than [1] a resident listed in each item of Article 40-4(1) who is related
to the said specified foreign subsidiary company, etc., [2] a domestic
corporation listed in each item of paragraph (1) that is related to the said
specified foreign subsidiary company, etc., [3] a consolidated corporation
listed in each item of Article 68-90(1) that is related to the said specified
foreign subsidiary company, etc. or [4] any other person specified by a
Cabinet Order as being equivalent to the persons mentioned in [1] to [3]

= RIS 2 FELSNOFEE FoFEL T L UTHRE I 2 FHFTOFE
5 [E T CYRZE TR AR DKL TB A TED L DA ETe, ) IZBW
TITOTCVWHEAE L LTHASTED LS

(i1) Business other than those listed in the preceding item: The case specified
by a Cabinet Order in which the said specified foreign subsidiary company,
etc. conducts a business mainly in the state or territory where its head office
or principal office is located (including the water areas belonging to the said
state or territory which are specified by a Cabinet Order).
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5 H—HZTICET OAEENL. SENEEANCR D FrESE % OS5 FES
BE D SRR R ARG R E 2 OMOMIBEA D TED 2 EH AL YA FEFEKT
DODHADOEANS ZHZHET 2 A 2508 FEEEOREREE (BABUEE _&H
=t —FICRET OMEREEFEL VD, REIZBWTHL, ) I LT s
AN

(5) A domestic corporation listed in each item of paragraph (1) shall attach a
balance sheet and profit and loss statement for each business year regarding
the specified foreign subsidiary company, etc. related to the said domestic
corporation as well as any other documents specified by an Ordinance of the
Ministry of Finance, to its final return form (meaning a final return form
prescribed in Article 2(xxxi) of the Corporation Tax Act; the same shall apply
in the next paragraph) for the business year that includes the day on which
two months have elapsed since the day following the last day of the relevant
business year.

6 HBEHIBWHOBEIZ, MERSEHFIIINOOHEOCHEMLH 5 F 25# LTz
FEEWT L, o, TOEHARH L Z L 2WLNITL2EHEOMDOER ZRFL
TWAHEEIZIRY . mHT %,

(6) The provisions of paragraph (3) and paragraph (4) shall apply only where the
domestic corporation has attached, to its final return form, a document stating
that these provisions shall apply, and preserved documents or any other
materials that certify that these provisions shall apply.

7 NENEADPHEIETE (KEEFEROREENIET 2EEE Z&H -+ ZHICHE
THONEREETLD ) BLEASATNEO =0 = F-THIIHET 2/ EREETICIET S
bDOEWVI, LT ZOHIZBWTHE U, ) ORHEL EEUIRZEICRAT 25612
X, URANEGREDOXFER L. HNEGEFEOETEES (Bt EICR T 2 EEK
OAEI N HREEFEMPEEICRE DN DS RO E N 20 5, LT ZOHEIZE W TH
L. ) ROMEARES GMEEFEOREEEESLNOERE K A NI & O
MEWS, ) T&iZ, EhEnpoFLAR LT, 205K GE=MH, HHEKOHHE
ER<, ) MOEARTFAFONETCORELZHEMAT D,

(7) Where a domestic corporation holds, directly or indirectly, a beneficial right of
a foreign trust (meaning a foreign investment trust prescribed in Article 2(22)
of the Act on Investment Trust and Investment Corporation, which is similar to
a specified investment trust prescribed in Article 68-3-3(1); hereinafter the
same shall apply in this paragraph), the trustee of the said foreign trust shall
be deemed to be a different person for each of the trust assets, etc. under the
said foreign trust (meaning assets and liabilities included in the trust property
and profits and expenses attributed to the said trust property; hereinafter the
same shall apply in this paragraph) and the trustee's own assets, etc. (meaning
the trustee's assets and liabilities as well as profits and expenses other than
those included in the trust assets, etc. under the foreign trust), and the
provisions of this Article (excluding paragraph (3), paragraph (4) and the
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preceding paragraph) to Article 66-9 shall be applied thereto.

8 EABUEHMUEOANFE _HEAOEMNZOEOREIZ, ATHOBREZEN T 55612
DWTHERHT 5,

(8) The provisions of Article 4-6(2) and Article 4-7 of the Corporation Tax Act
shall apply in the case where the provision of the preceding paragraph shall

apply.

FARFAREOL FIRE—HA ST 2NEEARFREOBREDE M 25T 55612
I, URENETE NI 2 FeESNE S F OFT IR U TR SN AAEEARL (EA
BEE AT NLRE —HICRET 2HENEABLZ VO, RFIZBWTHL, ) OO
B YR ESNE S S E OB R IR SFICKIS T2 b O (H %Pl x5/ x5
YT D@L REL T D, ) LLTEATEDD L ZAICLVER LI,
A TEDDEZAIZEY | MEENEEADSMT 2 PR G EE ABLO ([RE
FNTILRE —HITHIE T PR GANERE AR O Z W 5, LUF ZORIZEBWTH
U, ) EAHRLT, FHERAEARTLEE -HNLELHE T, HFHHEAVE+HEND
FHNHEETOHEXHEMT 2, ZOHEITBNT, FEFHEHHEF [9HHE/NHOH
ENZ LD HEHNEEADPIST 26D ERRINDIE O LHLDIL TH5HE
INEOHEIZ LV UFEANEEANDHT T2 6 O & Zie S D O a4 K OFRLUR
EEIES AN TAEOEE —HE (NEENCBIT 28 ENEA S5 0Pl S8 154
FUTAR D HMEBAAOYERR) (ZHUE T 2 FrESEF SAHEF O FTFIT T L TR S 1L 5 40 E
EANBOFD 5 BREEOBEIZ LY BENEEADNNST 50 EHREINDEHHD
S L. O BRSENEHOBEIZ LD YZANEEAPS T 2D LR END
Hooef LH22013 T BRSKFHE/NHEHOBEIZ LY YENENEADMWHTLH 0
& HrIp SN D E DGR OFEF AN+ NGO+ —8 M (HEF5EANCBIT 5558
SN E -2 55 DO E BB G 88 I BRI AR D ANEI BB O HERR) ITHUE T 2 FrE s E -+
SHEFOFRIS L TR SN DAENEABOFED 5 HRIEOBEIZ LV HREANEEA
DT 2 b0 LB roes &, TRXRE-EHNLE=ZHET] L&D
DIF BN RO TIH -HPLHE_IHET] &7 5,

Article 66-7 (1) Where a domestic corporation listed in each item of paragraph
(1) of the preceding Article is subject to the provision of the said paragraph,
any part of the amount of foreign corporation tax (meaning foreign corporation
tax prescribed in Article 69(1) of the Corporation Tax Act; the same shall apply
in the next paragraph) to be imposed on the income of a specified foreign
subsidiary company, etc. related to the said domestic corporation, which is
calculated pursuant to the method specified by a Cabinet Order as
corresponding to the taxable retained income of the said specified foreign
subsidiary company, etc. (up to the amount equivalent to the said taxable
retained income) shall, pursuant to the provision of a Cabinet Order, be
deemed to be the amount of creditable foreign corporation tax (meaning the
amount of creditable corporation tax prescribed in Article 69(1) of the said Act;
hereinafter the same shall apply in this Subsection) paid by the said domestic
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corporation, and the provisions of Article 69(1) to (7), (10) and (15) to (18) shall
be applied thereto. In this case, in paragraph (10) of the said Article, the
phrase "any part of the amount..., which shall be deemed to be payable by the
said domestic corporation pursuant to the provision of paragraph (8)" shall be
deemed to be replaced with "any part of the amount..., which shall be deemed
to be payable by the said domestic corporation pursuant to the provision of
paragraph (8) and any part of the amount of foreign corporation tax to be
imposed on the income of a specified foreign subsidiary company, etc.
prescribed in Article 66-7(1) of the Act on Special Measures Concerning
Taxation (Credit for Foreign Tax on Taxable Retained Income of Specified
Foreign Subsidiary Companies, etc. of Domestic Corporations), which shall be
deemed to be payable by the said domestic corporation pursuant to the
provision of Article 66-7(1) of the said Act", the phrase "any part of the
amount..., which shall be deemed to be payable by the said domestic
corporation pursuant to the provision of paragraph (8) of the said Article" shall
be deemed to be replaced with "any part of the amount..., which shall be
deemed to be payable by the said domestic corporation pursuant to the
provision of paragraph (8) and any part of the amount of foreign corporation
tax to be imposed on the income of a specified foreign subsidiary company, etc.
prescribed in Article 68-91(1) of the said Act (Credit for Foreign Tax on
Individually Taxable Retained Income of Specified Foreign Subsidiary
Companies, etc. of Consolidated Corporations), which shall be deemed to be
payable by the said domestic corporation pursuant to the provision of Article
68-91(1) of the said Act", and the phrase "paragraph (1) to paragraph (3) of the
said Article" shall be deemed to be replaced with "Article 81-15(1) to (3)."
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(2) Where a domestic corporation is, in each consolidated business year, subject
to the provision of paragraph (1) of Article 68-90 with respect to the amount
equivalent to the individually taxable retained income prescribed in the said
paragraph of a specified foreign subsidiary company, etc. prescribed in the said
paragraph that is related to the said domestic corporation, if foreign
corporation tax shall be imposed on the income of the said specified foreign
subsidiary company, etc. during the period of each business year beginning

114



after the last day of the consolidated business year during which the said
domestic corporation has been subject to the said provision, the said
individually taxable retained income of the said specified foreign subsidiary
company, etc. shall be deemed to be the taxable retained income of a specified
foreign subsidiary company, etc. prescribed in the preceding paragraph, and
the amount of the said foreign corporation tax to be imposed on the income of a
specified foreign subsidiary company, etc. prescribed in paragraph (1) of the
said Article shall be deemed to be the amount of foreign corporation tax to be
1mposed on the income of a specified foreign subsidiary company, etc.
prescribed in the preceding paragraph respectively, and the provision of the
said paragraph shall be applied thereto.
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(3) Where a domestic corporation listed in each item of paragraph (1) of the
preceding Article is subject to the provision of the said paragraph with respect
to the amount equivalent to the taxable retained income of a specified foreign
subsidiary company, etc. that is subject to the provision of the said paragraph,
and the said domestic corporation is also subject to the provision of Article
69(1) to (3) of the Corporation Tax Act pursuant to the provision of paragraph
(1), the amount that is deemed to be the amount of creditable foreign
corporation tax pursuant to the provision of paragraph (1) shall be included in
the amount of gross profit in the calculation of the amount of income of the
said domestic corporation for the business year specified by a Cabinet Order.
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Article 66-8 (1) Where an event listed in item (i) or item (ii) has occurred with
regard to a specified foreign subsidiary company, etc. related to a domestic
corporation that has been subject to the provision of Article 66-6(1), or where
an event listed in item (iii) has occurred with regard to an affiliated foreign
company prescribed in Article 66-6(2)(i) (limited to an affiliated foreign
company that has received, from the said specified foreign subsidiary company,
etc., payment of dividend of surplus, dividend of profit or distribution of
surplus prescribed in Article 23(1)(3) of the Corporation Tax Act (hereinafter
referred to in this paragraph as "dividend of surplus, etc.") (such payment shall
include the delivery listed in item (ii) of the amount specified in the said item),
which is specified by a Cabinet Order; hereinafter the same shall apply in this
paragraph) that is related to the said domestic corporation, if the taxable
retained income of the said specified foreign subsidiary company, etc. in each
business year of the said domestic corporation that commenced within ten
years before the first day of the business year that includes the day on which
the relevant event has occurred (hereinafter referred to in this Article as "each
business year within the preceding ten years"), contains any amount included
in the amount of gross profit in the calculation of the amount of the said
domestic corporation's income for each business year within the preceding ten
years pursuant to the provision of Article 66-6(1) (excluding any amount
included in the amount of deductible expense for each business year within the
preceding ten years pursuant to the provision of this paragraph; hereinafter
referred to in this Article and the next Article as "taxed amount of retained
income" ), such taxed amount of retained income shall be included in the
amount of deductible expense in the calculation of the amount of the said
domestic corporation's income for the business year that includes the day on
which the relevant event has occurred, up to the amount equivalent to the
amount calculated pursuant to the method specified by a Cabinet Order as part
of the amount specified by each of the following items for the type of event
corresponding to the event that has occurred with regard to the said specified
foreign subsidiary company, etc. or the said foreign affiliated company, which
is appropriated from the taxable retained income pertaining to the said
domestic corporation:

— FIREGORYEDOII FOIID RSO Y FEDOH

(1) Payment of dividend of surplus, etc.: The amount of dividend of surplus, etc.
to be paid

= O BEBABEE FUAE - HASICBIT 2 FERICL @B OMOEEDORZS £
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(i1) Delivery of money or any other assets by reason of the occurrence of any of
the events listed in the items of Article 24(1) of the Corporation Tax Act: The
amount equivalent to the amount of profit reserve which is to be decreased
due to the delivery
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(iii) Payment of dividend of surplus, etc. to the said domestic corporation or
delivery of money or any other assets to the to the said domestic corporation
by reason of the occurrence of any of the events listed in the items of Article
24(1) of the Corporation Tax Act: The amount equivalent to the amount of
profit reserve which is to be decreased due to the amount of dividend of
surplus, etc. to be paid or the delivery
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(2) Where a domestic corporation has a consolidated business year that
commenced within ten years before the first day of the business year that
includes the day on which the event listed in any item of the preceding
paragraph has occurred, and has an individually taxed amount of retained
income (meaning the individually taxed amount of retained income prescribed
in Article 68-92(1); hereinafter the same shall apply in this Article) for the said
consolidated business year, with regard to the application of the provision of
the preceding paragraph, such individually taxed amount of retained income
shall be deemed to be a taxed amount of retained income for each business year
within the preceding ten years which corresponds to the period of the said
consolidated business year.
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(3) Where a domestic corporation has acquired, as a result of a qualified merger,
qualified company split, qualified capital contribution in kind or qualified post-
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formation acquisition of assets and/or liabilities (hereinafter referred to in this

paragraph as a "qualified merger, etc."), the transfer of the whole or part of the

number of shares, etc. of a specified foreign subsidiary company, etc. held
through direct and/or indirect ownership prescribed in Article 66-6(2)(iii)

(hereinafter referred to in this paragraph as the "number of shares, etc. held

through direct and/or indirect ownership") by the merged corporation, the split

corporation, the corporation making a capital contribution-in-kind or the
corporation effecting post-formation acquisition of assets and/or liabilities,
with regard to the application of the provision of paragraph (1) in the business
year that includes the date of the said qualified merger, etc. and each
subsequent business year of the said domestic corporation, the amount
specified in each of the following items for the category of qualified merger, etc.
listed in the relevant item shall, pursuant to the provision of a Cabinet Order,
be deemed to be the taxed amount of retained income of the said domestic
corporation for each business year within the preceding ten years:
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(i) Qualified merger: The taxed amount of retained income or individually
taxed amount of retained income of the merged corporation involved in the
qualified merger for each business year within ten years before the merger
(meaning each business year or each consolidated business year that
commenced within ten years before the date of the qualified merger)
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(i1) Qualified split-off-type company split: Any part of the taxed amount of
retained income or individually taxed amount of retained income of the split
corporation involved in the qualified split-off-type company split for each
business year within ten years before the company split (meaning each
business year or each consolidated business year that commenced within ten
years before the date of the qualified split-off-type company split; the same
shall apply in the next paragraph), which is calculated pursuant to the
method specified by a Cabinet Order as the amount of income corresponding
to the number of shares, etc. of the said specified foreign subsidiary company,
etc. transferred to and therefore held by the said domestic corporation
through direct and/or indirect ownership as a result of the said qualified
split-off-type company split, while taking into consideration the contents of

118



the claim prescribed in Article 66-6(1)
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(iii) Qualified spin-off-type company split, qualified capital contribution in kind

or qualified post-formation acquisition of assets and/or liabilities (hereinafter
referred to in this item as "qualified spin-off-type company split, etc."): Any
part of the taxed amount of retained income or individually taxed amount of
retained income of the split corporation, corporation making a capital
contribution in kind or corporation effecting a post-formation acquisition of
assets and/or liabilities involved in the qualified spin-off-type company split,
etc. for each business year within ten years before the company split, etc.

(meaning each business year or each consolidated business year that

commenced within ten years before the first day of the business year that
includes the date of the qualified spin-off-type company split, etc., or each
consolidated business year or each business year that commenced within ten
years before the first day of the consolidated business year that includes the
date of the qualified spin-off-type company split, etc.; the same shall apply in
the next paragraph), which is calculated pursuant to the method specified by

a Cabinet Order as the amount of income corresponding to the number of

shares, etc. of the said specified foreign subsidiary company, etc. transferred

to and therefore held by the said domestic corporation through direct and/or
indirect ownership as a result of the said qualified spin-off-type company
split, while taking into consideration the contents of the claim prescribed in
Article 66-6(1)
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(4) Where the succeeding corporation in a company split, the corporation
receiving capital contribution in kind or the corporation receiving post-
formation acquisition of assets and/or liabilities (hereinafter referred to in this
paragraph as the "succeeding corporation in a company split, etc.") involved in
a qualified company split, qualified capital contribution in kind or qualified
post-formation acquisition of assets and/or liabilities (hereinafter referred to in
this paragraph as a "qualified company split, etc.") is subject to the provisions
of the preceding paragraph or Article 68-92(3), with regard to the application of
the provision of paragraph (1) in the business year that includes the date of the
said qualified company split, etc. and each subsequent business year of the
split corporation, the corporation making a capital contribution in kind or the
corporation effecting post-formation acquisition of assets and/or liabilities
(hereinafter referred to in this paragraph as the "split corporation, etc.")
involved in the said qualified company split, etc., no part of the taxed amount
of retained income of the said split corporation, etc. for each business year
within ten years before the company split or each business year within ten
years before the company split, etc. shall be deemed to be the taxed amount of
retained income of the said succeeding corporation in a company split, etc. for
each business year within the preceding ten years pursuant to the provision of
the preceding paragraph, or the individually taxed amount of retained income
of the said succeeding corporation in a company split, etc. for each consolidated
business year within the preceding ten years (meaning each consolidated
business year within the preceding ten years prescribed in paragraph (1) of the
said Article).
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(5) The provision of paragraph (1) shall apply only where a domestic corporation
has filed a final return form prescribed in Article 2(xxxi) of the Corporation
Tax Act or a consolidated final return form prescribed in Article 2(xxxii) of the
said Act for each business year after the earliest business year or consolidated
business year pertaining to the taxed amount of retained income respectively,
with a written statement attached thereto regarding the said taxed amount of
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retained income or individually taxed amount of retained income and any other
matters specified by an Ordinance of the Ministry of Finance, and filed a final
return form, etc. for the business year for which the domestic corporation seeks
the application of the provision of Article 2(3) of the said Act, with an
application made therein to seek the inclusion in deductible expense of the
amount to be included in the amount of deductible expense pursuant to the
provision of Article 2(3) of the said Act and a written statement attached
thereto regarding the calculation of the amount to be included in the amount of
deductible expense. In this case, the amount to be included in the amount of
deductible expense pursuant to the provision of Article 2(3) of the said Act
shall be limited to the amount to be included in the amount of deductible
expense based on the said application.
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(6) Even where a domestic corporation has filed a final return form, etc. or a
consolidated final return form prescribed in paragraph (1) without the
application or written statement attached thereto as set forth in the preceding
paragraph regarding the whole or part of the necessary matters including [1]
the amount to be included in the amount of deductible expense pursuant to the
said paragraph, [2] the taxed amount of retained income or individually taxed
amount of retained income and [3] any other matters specified by an Ordinance
of the Ministry of Finance, the district director may, when he/she finds any
unavoidable reason for the domestic corporation's failure to make a necessary
application or attach a necessary written statement as set forth in the said
paragraph, apply the provision of paragraph (1) to any amount for which the
application or written statement has not been made or attached, only if such
application and written statement are submitted.
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(7) With regard to the application of the provisions of Article 67(3) and (5) of the
Corporation Tax Act, any amount included, pursuant to the provision of
paragraph (1), in the amount of deductible expense of a domestic corporation
subject to the provision of the said paragraph shall be included in the amount
of income, etc. prescribed in these provisions, and any necessary matters
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concerning the calculation of the amount of profit reserve shall be specified by
a Cabinet Order.
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Article 66-9 Matters concerning the determination as to whether or not a
domestic corporation falls under any of the categories of corporation listed in
the items of Article 66-6(1), the treatment of the part of the amount of
creditable foreign corporation tax that shall be deemed to be paid by a domestic
corporation pursuant to the provision of Article 66-7(1), which pertains to the
taxed amount of retained income included in the amount of deductible expense
in the calculation of the amount of income for each business year pursuant to
the provision of paragraph (1) of the preceding Article, and other necessary
matters concerning the application of the provisions of the preceding three
Articles shall be specified by a Cabinet Order.
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Subsection 3 Special Provisions for Taxation on Income of Specified
Foreign Corporations Related to Domestic Corporations That Are
Specially-Related Shareholders, etc.

(FrEkBRERIR 1% T o 2 WENE NITHR 2 Fr e AMEE N OB IRESFEDO B HAN)
(Inclusion in Gross Profit of Retained Income of Specified Foreign Corporations
Related to Domestic Corporations That Are Specially-Related Shareholders,

etc.)
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Article 66-9-6 (1) Where, between a specially-related shareholder, etc. (meaning
a person who falls under the category of specified shareholder, etc. as well as
an individual and a corporation having a special relationship therewith as
specified by a Cabinet Order; hereinafter the same shall apply in this
Subsection) and a specially-related domestic corporation, there is a
relationship specified by a Cabinet Order as a relationship whereby the said
specially-related shareholder, etc. indirectly holds shares, etc. (meaning shares
or capital contributions; hereinafter the same shall apply in this paragraph
and the next paragraph) that account for 80 percent or more of the total
number or total amount of issued shares of or capital contributions to the said
specially-related domestic corporation (excluding the shares or capital
contributions held by the corporation; hereinafter referred to in this paragraph
and the next paragraph as "issued shares, etc.") (such relationship referred to
in the next paragraph as a "specified relationship"), and a foreign corporation
specified by a Cabinet Order as acting as an intermediary between the said
specially-related shareholder, etc. and the said specially-related domestic
corporation by way of the holding of the issued shares, etc. (hereinafter
referred to in this Subsection as an "affiliated foreign corporation"), which falls
under the category of affiliated foreign corporation specified by a Cabinet
Order as a corporation whose tax burden to be imposed on its income earned in
a state or territory where its head office or principal office is located is
significantly lower than the tax burden to be imposed on the income of a
corporation in Japan (hereinafter referred to in this Subsection as a "specified
foreign corporation"), in each business year beginning on or after October 1,
2007, retains as part of the amount of undistributed income, pursuant to the
provision of a Cabinet Order, any amount that is adjusted, with respect to the
said amount of undistributed income, based on the tax amount pertaining to
the said amount of undistributed income and the amount of dividend of surplus,
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dividend of profit or distribution of surplus prescribed in Article 23(1)(i) of the

Corporation Tax Act (hereinafter referred to in this paragraph as "dividend of

surplus, etc.") (such adjusted amount hereinafter referred to in this Article as

"eligible retained income"), the amount equivalent to the part of eligible

retained income which is calculated pursuant to the method specified by a

Cabinet Order as the amount of income corresponding to the number of shares,

etc. of the said specified foreign corporation held by the domestic corporation

that is the said specially-related shareholder, etc. through direct and/or
indirect ownership, while taking into consideration the contents of the claim

(meaning a claim to demand dividend of surplus, etc., distribution of property

and any other economic benefit) vested in such shares, etc. (such part of

eligible retained income hereinafter referred to in this Subsection as "taxable
retained income") shall be deemed to be the amount of profit of the domestic
corporation that is the said specially-related shareholder, etc., and included in
its gross profit in the calculation of the amount of its income for the business
year that includes the day on which two months have elapsed since the day
following the last day of the relevant business year.

2 ZOFRIIBWT, ROZFIZHITLHBEOERIL, YEBEFILEDDLE AL D,

(2) In this Subsection, the meanings of the terms listed in the following items
shall be as prescribed respectively in those items:
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(i) Specified shareholder, etc.: An individual and corporation holding, at the
time immediately before a specified relationship is established, shares, etc. of
a specified domestic corporation (meaning a domestic corporation wherein
not more than five shareholders, etc. (meaning shareholders, etc. prescribed
in Article 2(xiv) of the Corporation Tax Act) as well as individuals and
corporations having a special relationship therewith as specified by a
Cabinet Order hold shares, etc. that account for 80 percent or more of the
total number or total amount of its issued shares, etc. at that time; the same
shall apply in the next item)

= RERBIRNENEN  FREWERE A SUIRFENEIEAD B Z OEPE K CAE O KE
OB ZEZ T bDE LT TEDDLIHNEEANEZ WD,

(ii) Specially-related domestic corporation: A specified domestic corporation, or
a domestic corporation specified by a Cabinet Order as a corporation that has
received the transfer of the majority of assets and liabilities from a specified

domestic corporation

= RUGPEOEFE  FFEINEEANORFEFEORFIZES GO O X,
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(iii) Amount of undistributed income: An amount adjusted, with respect to the
amount of income of a specified foreign corporation in its settlement of
accounts for each business year, pursuant to the method specified by a
Cabinet Order, based on the amount calculated in accordance with the
standards specified by a Cabinet Order in a manner equivalent to the
manner for calculating the amount of income for each business year pursuant
to the Corporation Tax Act and this Act, in terms of the amount of loss
incurred in each of the business years that commenced within seven years
before the first day of the relevant business year

MU EEE KR O RHIERA ORAFEOR & RE—HE 50 ZIZHET 2JE1HE X
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(iv) Number of shares, etc. held through direct and/or indirect ownership: The
sum of the number of shares of or amount of capital contributions to a
foreign corporation held directly by a resident prescribed in Article 2(1)(1)-2
or domestic corporation and the number of shares of or amount of capital
contributions to the said foreign corporation specified by a Cabinet Order as
being held indirectly by the said individual or domestic corporation via
another foreign corporation
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IHMEFRORA . LETAMEZ OMOENIZEE T 2R, Rl ORI X 2 A5 A
LLIFINBICET DD (b OHFMICET 2HEHEL ST, ) & L ITEFHE

(HUBHE M OB EBHEHEZ O Z NICHET D b O 2T Te, ) ORI L <1

M OBEMN T2 FE T 5HFEL T LD ERS, ) BEORIE XTI 2FEH O

2T 2 EITHIRIC BN TEDELD2FELIT I ICHELRBD LD FGEAT. JEE,

THZOfMOBEEMZEZA L, 72D, TOFEREOEH, IRLAVEEZH LT DT

b0 THLYGE REIZENT THEMEKZATL2LOTHLEE] L), ) I

BT LHE-HOBEDEHIZOWTIE, FES &M e8] L HDDIE,
[FRIE A N2 -8 DY ENEEANDOELINET HEDOANE L L TEST

EDDLEM DD E I OHITHEET L8 A R L& LT 5,

(3) With regard to the application of the provision of paragraph (1) in the case
where a specified foreign corporation related to a domestic corporation that is a
specially-related shareholder, etc. (excluding a corporation engaged in, as its
principal business, the holding of shares (including capital contributions) or
bonds, the provision of industrial property rights or any other rights
concerning technology, production methods involving special technology or any
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other equivalent rights or methods (including the right to use these rights) or
copyrights (including rights of publication, neighboring rights and any other
equivalent rights) or the lending of vessels or aircrafts) has an office, store,
factory or any other fixed facility that is considered to be necessary for
conducting its principal business in the state or territory where its head office
or principal office is located, and takes charge of managing, controlling and
operating the business by itself (referred to as the "case where a specified
foreign corporation has a fixed facility" in the next paragraph), the phrase
"amount that is adjusted" in the said paragraph shall be deemed to be replaced
with "amount that is adjusted,..., after deducting therefrom the amount
equivalent to ten percent of the amount of expense specified by a Cabinet
Order as a personnel expense for people engaged in the business at the said
specified foreign corporation."

4 FH—HKRORTHEOBEIL, FERBIRKTESE TH 2 NENENIZAR D [REIZHE T 2 Fr
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(4) Where a specified foreign corporation prescribed in the preceding paragraph
related to a domestic corporation that is a specially-related shareholder, etc.
has a fixed facility in the state or territory where its head office or principal
office is located, and falls under any of the cases listed in the following items
depending on the type of business listed in the following items to which its
principal business corresponds in each business year, the provisions of
paragraph (1) and the preceding paragraph shall not apply to the eligible
retained income of the said specified foreign corporation for the relevant
business year:
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(1) Wholesale business, banking business, trust business, securities business,
Iinsurance business, water transportation business or air transportation
business: The case specified by a Cabinet Order in which the said specified
foreign corporation. conducts business mainly with a person other than [1] a
specially-related domestic corporation that is related to the said specified
foreign corporation, [2] a specially-related shareholder, etc. or [3] any other
person specified by a Cabinet Order as being equivalent to the persons
mentioned in [1] or [2]

=TI 2 FEUAOEE ToEEL T L LTAE I 5 FEFTOFTHE

126



5 [E SF e (4 R% E ST AR D KT TSRS DN U 5 I HLE
TOENTTEDDLbDEEFL, ) IZBWTITO2TWAEAEL L TEBETED LA

(i1) Business other than those listed in the preceding item: The case specified
by a Cabinet Order in which the said specified foreign corporation conducts
business mainly in the state or territory where its head office or principal
office is located (including the water areas belonging to the said state or
territory which are specified by a Cabinet Order prescribed in Article 66-
6(4)(i)).
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(5) A domestic corporation that is a specially-related shareholder, etc. shall
attach a balance sheet and profit and loss statement for each business year
regarding the specified foreign corporation related to the said domestic
corporation as well as any other documents specified by an Ordinance of the
Ministry of Finance, to its final return form (meaning a final return form
prescribed in Article 2(xxxi) of the Corporation Tax Act; the same shall apply
in the next paragraph) for the business year that includes the day on which
two months have elapsed since the day following the last day of the relevant
business year.
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(6) The provisions of paragraph (3) and paragraph (4) shall apply only where the
domestic corporation has attached, to its final return form, a document stating
that these provisions shall apply, and preserved documents or any other
materials that certify that these provisions shall apply.
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(7) The provision of paragraph (1) shall not apply where an affiliated foreign
corporation related to a domestic corporation that is a specially-related
shareholder, etc. falls under the category of affiliated foreign company
prescribed in Article 66-6(2)(i) and the said domestic corporation that is a
specially-related shareholder, etc. falls under the category of domestic
corporation listed in each item of Article 66-6(1).
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(8) Where a domestic corporation that is a specially-related shareholder, etc.
holds, directly or indirectly, a beneficial right of a foreign trust (meaning a
foreign investment trust prescribed in Article 2(22) of the Act on Investment
Trust and Investment Corporation, which is similar to a specified investment
trust prescribed in Article 68-3-3(1); hereinafter the same shall apply in this
paragraph), the trustee of the said foreign trust shall be deemed to be a
different person for each of the trust assets, etc. under the said foreign trust
(meaning assets and liabilities included in the trust property and profits and
expenses attributed to the said trust property; hereinafter the same shall apply
in this paragraph) and the trustee's own assets, etc. (meaning the trustee's
assets and liabilities as well as profits and expenses other than those included
in the trust assets, etc. under the foreign trust)), and the provisions of this
Article (excluding paragraph (3), paragraph (4) and paragraph (6)) to Article
66-9-9 shall be applied thereto.

9 JEABUEFBNUGZONRE " HEOENFOLOREL., fiEOHRELEMAT 5551
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(9) The provisions of Article 4-6(2) and Article 4-7 of the Corporation Tax Act
shall apply mutatis mutandis in the case where the provision of the preceding

paragraph shall apply.
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Article 66-9-7 (1) Where a domestic corporation that is a specially-related
shareholder, etc. is subject to the provision of paragraph (1) of the preceding
Article, any part of the amount of foreign corporation tax (meaning foreign
corporation tax prescribed in Article 69(1) of the Corporation Tax Act; the same
shall apply in the next paragraph) to be imposed on the income of a specified
foreign corporation related to the said domestic corporation, which is
calculated pursuant to the method specified by a Cabinet Order as
corresponding to the taxable retained income of the said specified foreign
corporation (up to the amount equivalent to the said taxable retained income)
shall, pursuant to the provision of a Cabinet Order, be deemed to be the
amount of creditable foreign corporation tax (meaning the amount of creditable
corporation tax prescribed in Article 69(1) of the said Act; hereinafter the same
shall apply in this Subsection) paid by the said domestic corporation, and the
provisions of Article 69(1) to (7), (10) and (15) to (18) shall be applied thereto.
In this case, in paragraph (10) of the said Article, the phrase "any part of the
amount..., which shall be deemed to be payable by the said domestic
corporation pursuant to the provision of paragraph (8)" shall be deemed to be
replaced with "any part of the amount..., which shall be deemed to be payable
by the said domestic corporation pursuant to the provision of paragraph (8) and
any part of the amount of foreign corporation tax to be imposed on the income
of a specified foreign corporation prescribed in Article 66-9-7(1) of the Act on
Special Measures Concerning Taxation (Credit for Foreign Tax on Taxable
Retained Income of Specified Foreign Corporations), which shall be deemed to
be payable by the said domestic corporation pursuant to the provision of Article
66-9-7(1) of the said Act", the phrase "any part of the amount..., which shall be
deemed to be payable by the said domestic corporation pursuant to the
provision of paragraph (8) of the said Article" shall be deemed to be replaced
with "any part of the amount..., which shall be deemed to be payable by the
said domestic corporation pursuant to the provision of paragraph (8) and any
part of the amount of foreign corporation tax to be imposed on the income of a
specified foreign corporation prescribed in Article 68-93-7(1) of the said Act
(Credit for Foreign Tax on Individually Taxable Retained Income of Specified
Foreign Corporations), which shall be deemed to be payable by the said
domestic corporation pursuant to the provision of Article 68-93-7(1) of the said
Act", and the phrase "paragraph (1) to paragraph (3) of the said Article" shall
be deemed to be replaced with "Article 81-15(1) to (3)."
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(2) Where a domestic corporation that is a specially-related shareholder, etc. is,
in each consolidated business year, subject to the provision of paragraph (1) of
Article 68-93-6 with respect to the amount equivalent to the individually
taxable retained income prescribed in the said paragraph of a specified foreign
corporation prescribed in the said paragraph that is related to the said
domestic corporation, if foreign corporation tax shall be imposed on the income
of the said specified foreign corporation during the period of each business year
beginning after the last day of the consolidated business year during which the
said domestic corporation has been subject to the said provision, the said
individually taxable retained income of the said specified foreign corporation
shall be deemed to be the taxable retained income of a specified foreign
corporation prescribed in the preceding paragraph, and the amount of the said
foreign corporation tax to be imposed on the income of a specified foreign
corporation prescribed in paragraph (1) of the said Article shall be deemed to
be the amount of foreign corporation tax to be imposed on the income of a
specified foreign corporation prescribed in the preceding paragraph
respectively, and the provision of the said paragraph shall be applied thereto.
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(3) Where a domestic corporation that is a specially-related shareholder, etc. is
subject to the provision of paragraph (1) of the preceding Article with respect
to the amount equivalent to the taxable retained income of a specified foreign
corporation that is subject to the provision of the said paragraph, and the said
domestic corporation is also subject to the provision of Article 69(1) to (3) of the
Corporation Tax Act pursuant to the provision of paragraph (1), the amount
that is deemed to be the amount of creditable foreign corporation tax pursuant
to the provision of paragraph (1) shall be included in the amount of gross profit
in the calculation of the amount of income of the said domestic corporation for
the business year specified by a Cabinet Order.
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Article 66-9-8 (1) Where an event listed in item (i) or item (ii) has occurred with
regard to a specified foreign corporation related to a domestic corporation that
has been subject to the provision of Article 66-9-6(1), or where an event listed
in item (iii) has occurred with regard to an affiliated foreign corporation
(limited to an affiliated foreign corporation that has received, from the said
specified foreign corporation, payment of dividend of surplus, dividend of profit
or distribution of surplus prescribed in Article 23(1)(i) of the Corporation Tax
Act (hereinafter referred to in this paragraph as "dividend of surplus, etc.")
(such payment shall include the delivery listed in item (ii) of the amount
specified in the said item), which is specified by a Cabinet Order; hereinafter
the same shall apply in this paragraph) that is related to the said domestic
corporation, if the taxable retained income of the said specified foreign
corporation in each business year of the said domestic corporation that
commenced within ten years before the first day of the business year that
includes the day on which the relevant event has occurred (hereinafter referred
to in this Article as "each business year within the preceding ten years"),
contains any amount included in the amount of gross profit in the calculation
of the amount of the said domestic corporation's income for each business year
within the preceding ten years pursuant to the provision of Article 66-9-6(1)
(excluding any amount included in the amount of deductible expense for each
business year within the preceding ten years pursuant to the provision of this
paragraph; hereinafter referred to in this Article and the next Article as "taxed
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amount of retained income"), such taxed amount of retained income shall be

included in the amount of deductible expense in the calculation of the amount

of the said domestic corporation's income for the business year that includes
the day on which the relevant event has occurred, up to the amount equivalent
to the amount calculated pursuant to the method specified by a Cabinet Order
as part of the amount specified by each of the following items for the type of
event corresponding to the event that has occurred with regard to the said
specified foreign corporation or the said foreign affiliated corporation, which is
appropriated from the taxable retained income pertaining to the said domestic
corporation:

— FIREBOEYFEOIIN OIS FREOELYSE DR

(i) Payment of dividend of surplus, etc.: The amount of dividend of surplus, etc.
to be paid
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(i1) Delivery of money or any other assets by reason of the occurrence of any of
the events listed in the items of Article 24(1) of the Corporation Tax Act: The
amount equivalent to the amount of profit reserve which is to be decreased
due to the delivery
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(ii1) Payment of dividend of surplus, etc. to the said domestic corporation or
delivery of money or any other assets to the to the said domestic corporation
by reason of the occurrence of any of the events listed in the items of Article
24(1) of the Corporation Tax Act: The amount equivalent to the amount of
profit reserve which is to be decreased due to the amount of dividend of
surplus, etc. to be paid or the delivery
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(2) Where a domestic corporation that is a specially-related shareholder, etc. has
a consolidated business year that commenced within ten years before the first
day of the business year that includes the day on which the event listed in any
item of the preceding paragraph has occurred, and has an individually taxed
amount of retained income (meaning the individually taxed amount of retained
income prescribed in Article 68-93-8(1); hereinafter the same shall apply in
this paragraph) for the said consolidated business year, with regard to the
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application of the provision of the preceding paragraph, such individually
taxed amount of retained income shall be deemed to be a taxed amount of
retained income for each business year within the preceding ten years which
corresponds to the period of the said consolidated business year.

3 HATARFONE-HPGHEANEETOHEIT, FHOBHEZHEHAT 554512
WTHERT 5, ZOHEBIZBWT, IROEDO EMICHET 2 2 b OBUE H [RIZE O il
2T 2 AT, ENENFRRO TIIZIT 2 FAICHAKERZ DD LT D,

(3) The provisions of Article 66-8(3) to (6) shall apply mutatis mutandis in the
case where the provision of paragraph (1) shall apply. In this case, each term
or phrase listed in the middle column of the table below that appears in the
provision listed in the upper [left hand] column of the same table shall be
deemed to be replaced with the corresponding term or phrase listed in the

lower [right hand] column of the same table.
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domestic corporation that is a
specially-related shareholder,
etc. prescribed in Article 66-9-
6(1) (hereinafter referred to in
this paragraph as a "specially-
related shareholder, etc.")
which is related to a specially-
related domestic corporation
prescribed in Article 66-9-
6(2)(ii) (hereinafter referred to
in this paragraph as a
"specially-related domestic
corporation") has acquired, as a
result of a qualified merger

133



I Z 0 A OHEAN

by the merged
corporation...or the
corporation effecting
post-formation
acquisition of assets
and/or liabilities
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by the merged corporation...or
the corporation effecting post-
formation acquisition of assets
and/or liabilities that is a
specially-related shareholder,
etc. related to the said
specially-related domestic
corporation
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of a specified foreign
subsidiary company, etc.
held through direct
and/or indirect ownership
prescribed in Article 66-
6(2)(iii)
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of a specified foreign
corporation prescribed in
paragraph (1) of the said
Article (hereinafter referred to
in this paragraph as a
"specified foreign corporation")
held through direct and/or
indirect ownership prescribed
in paragraph (2)(iv) of the said
Article

H—IHD
of paragraph (1)
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of Article 66-9-8(1)
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deemed to be the taxed
amount of retained
lncome
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deemed to be the taxed amount
of retained income (meaning
the taxed amount of retained
income prescribed in the said
paragraph [Article 66-9-8(1)];
hereinafter the same shall
apply through to paragraph (6))
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18 1 B 75 B4 P %E
individually taxed

amount of retained
income

ERERBLE R R8N\
DI =D IN\E—HITHIET 5 4
BB IR B E VD, LT
NIEETIZBWTHLE, )
individually taxed amount of
retained income (meaning the
individually taxed amount of
retained income prescribed in
Article 68-93-8(1); hereinafter
the same shall apply through to
paragraph (6))
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N BV J7AUAN
5T S K
W =5
Article 66-
8(3)(ii) and (iii)

FrE s E T2t
specified foreign
subsidiary company, etc.

FeE S ETEN

specified foreign corporation

FHARTFARGFONRE—IH
Article 66-6(1)

ST INEDILDONE—IH
Article 66-9-6(1)

BANTRNEDIN
AR
Article 66-8(4)

AT XTSI\ KoL+
|

preceding paragraph or
Article 68-92(3)

FRTREDOILOIINE ZIHIZEB
THER T D RTEIIFE A+ NED
Lt =DJ\FE =ZHIZB W CTHEHT
HENTFNGEOILA+ =T
preceding paragraph as applied
mutatis mutandis pursuant to
Article 66-9-8(3), or Article 68-
92(3) as applied mutatis

mutandis pursuant to Article
68-93-8(3)

F—IHD FHRTSREDOILOINFE—HD
of paragraph (1) of Article 66-9-8(1)
ATEE D AR —HIZB W TCHEN T S AHE

of preceding paragraph

D

of preceding paragraph as
applied mutatis mutandis
pursuant to paragraph (3) of
the said Article

[ &5 =10
paragraph (3) of the said
Article

FEARTFNEOIA =D\ =T
BWTHEMRT 2B AT NKOILA
TR

Article 68-92(3) as applied
mutatis mutandis pursuant to

Article 68-93-8(3)

[F] S 5 — 1A
paragraph (1) of the said
Article

BAT NGO =D )\ E—IE
Article 68-93-8(1)

EARTAELEDIN
IR
Article 66-8(5)

H—IH
paragraph (1)

ANt ANEOILO NG —IE
Article 66-9-8(1)

GRS
preceding paragraph

[FZR55 —THIZB W CHEF 3 D HijTH
preceding paragraph as applied
mutatis mutandis pursuant to
paragraph (3) of the said
Article

4 FARTAREONFELHOBEIL, H—HOBEOHEM 2 - FkEREEETH
HNEEANDFREOBREIC LY HEOHEICEASNTESHIZ OV THEMNT 5,
(4) The provision of Article 66-8(7) shall apply mutatis mutandis to the amount

included, pursuant to the provision of paragraph (1), in the amount of
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deductible expense of a domestic corporation that is a specially-related
shareholder, etc. subject to the provision of the said paragraph.

ANTAREDOIOIL FrERBAFRIK 5 & Rk BILRNERE N & ORI A FARKDOILDAR
FHICHET 2R EBBRN D 20 E ) hofEICET 2 HE, HA+AFohot
BE—IHOBIEIZ L0 FePRBARIK 2% CTh 2 WIENE AR LTz & B 7p S5 PERR XS
SAENEANFBLOFD 5 LRIGRE —HOREIC LV K FEFEOFGOEFHOFE LA
DFAZHAN SN RBLE E IR ESFITIR D D O DOAEZE Ol =5 O HLE O HIZB L
VERFEHIT, BB TED D,

Article 66-9-9 Matters concerning the determination as to whether or not there
is a specified relationship prescribed in Article 66-9-6(1) between a specially-

5

related shareholder, etc. and a specially-related domestic corporation, the
treatment of the part of the amount of creditable foreign corporation tax that
shall be deemed to be paid by a domestic corporation that is a specially-related
shareholder, etc. pursuant to the provision of Article 66-9-7(1), which pertains
to the taxed amount of retained income included in the amount of deductible
expense in the calculation of the amount of income for each business year
pursuant to the provision of paragraph (1) of the preceding Article, and other
necessary matters concerning the application of the provisions of the preceding
three Articles shall be specified by a Cabinet Order.

EINE ZFOMOEH

Section 8 Other Special Provisions

(Rl =] BR 4 Rl S | B E 12 36 W) TRRER S 72 AR S5 ORI - D FE R F)
(Exclusion from Taxation of Interest on Deposits, etc. Settled in the Special
International Financial Transactions Account)

FATESRO— BABEBEN - —RE 528 25 EEN THE 2 & OB E
HOEE 4+ —&E - HICHET 2 EEFTTHLZ LICOEMBENTTEDDL & 2
AIZEVFER SN O, FERAAFEUA —HPGEK A+ =H =+ —HETD
FIC . REICEES 2MEREICTHA L, XIE LT 72iHe T84 TRIEICH
ET DEBIERR SIS EE (RIEIZBWT TR EBRSMES T vwH, ) I
BOWTREINTZHDIZOE, IXHEZTHFFITHo>WTIE, EAREHRI R, T2
ZL. YEAFD I L, YESEEANDENIZB N TT) FEILREOLNDLIHDED
MDA TEDD HDIZONTIE, ZORY THRU,

Article 67-11 (1) Where, during the period from April 1, 1998, to March 31, 2008,
a foreign corporation listed in Article 141() of the Corporation Tax Act, which
has been certified, pursuant to the provision of an Ordinance of the Ministry of
Finance, as falling under the category of nonresident prescribed in paragraph
(3) of Article 21 of the Foreign Exchange and Foreign Trade Act, has made
deposits or provided loans to a financial institution prescribed in the said
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paragraph, and settled such deposits or loans in a special international
financial transactions account prescribed in the said paragraph (referred to in
the next paragraph as a "special international financial transactions account"),
corporation tax shall not be imposed with respect to any interest on the
deposits or loans to be received by the said foreign corporation; provided,
however, that this shall not apply to any interest which is attributed to a
business conducted by the said foreign corporation in Japan or which is
otherwise specified by a Cabinet Order.

2 FAHEOHBEICBNT, SEBERONMEEGES —+—RENEOBREICESEE
D HAVTZBIE OFLED 5 B Rl [E B @S [ B E ORI 5 FHICR D b DI0iE
KT 2FEERECTHEDOLEM T TUHZFENELCLRORT 23 HEMMICFRD b
DIZHOWTIE, BFEAOBEIZ, @A LRV,

(2) In the case referred to in the preceding paragraph, where any event has
occurred that is in violation of the provision of a Cabinet Order established
pursuant to the provision of Article 21(4) of the Foreign Exchange and Foreign
Trade Act, which pertains to the matters concerning the settlement of a special
international financial transactions account, the provision of the main clause of
the preceding Article shall not apply to any interest pertaining to the
accounting period that includes the day on which such event has occurred.

(P75 EME O F -5 D IR L)
(Exclusion from Taxation of Interest on Book-Entry Transfer National
Government Bonds)

FHANTEROTAR EAREBEN A —RE 58T DNEEND BIERD 5H—
T HUE 3 2 IR EE SUEFEEICHUE 3 2 IR GBI S & 2% T 2 F]F12o0n
T, BABZBR IR, T2E L, HEAF0 O 5, YAAEEANDORFIZHRET D
FEEZITO) —EBEOLHZE U CTENICBW T FECR/ELND L DIZHOWTIEL,
ZDRY Thawy,

Article 67-16 (1) Corporation tax shall not be imposed with respect to any
interest to be received by a foreign corporation listed in Article 141(i) of the
Corporation Tax Act on book-entry transfer national government bonds or
book-entry transfer local government bonds, both of which are prescribed in
Article 5-2(1); provided, however, that this shall not apply to such interest
which is attributed to a business conducted by the said foreign corporation in
Japan at any place prescribed in Article 141() of the said Act.

2 HEREANDERAENA — A0Sk HHE=H =+ — H £ TOMICTITINIZH
NEFH—HITHIET D RMESMEIZ D & S &2 28|+ U378 (o RME
SMEDEEIZ LY 2 2@ O RFEIMEDOEITMBEZ B AL 25828 T 520
FERAUND . ) ATOWTIE, IEAFBZIR I, 7272 L, HEA 7 U S RIT 246
DL, B RE-HENSICHET D ENICEANGER Z A3 25 EEN (IS
DEJIOREFICENT TENICEANER Z AT 250 EEAN LW, ) B E=
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J 5 b O TYERENITEAR 2 AT 25 NEEANOENICTE W TT O FEILF/EDH
NA5LDOEDMOBETED D HDIZDONTIL, ZORYD TR,

(2) Corporation tax shall not be imposed with respect to any interest on foreign-
issued company bonds or any discount on foreign-issued company bonds
(meaning a margin generated where the amount to be received due to the
redemption of foreign-issued company bonds exceeds the issue price of the
foreign-issued company bonds) to be received by a foreign corporation with
regard to foreign-issued company bonds prescribed in Article 6(1) issued during
the period from April 1, 1998, to March 31, 2008; provided, however, that this
shall not apply to such interest or discount on foreign-issued company bonds to
be received by a foreign corporation having permanent establishments in
Japan prescribed in Article 2(1)(iv) (hereinafter referred to in this Article and
the next Article as a "foreign corporation having permanent establishments in
Japan"), which is attributed to a business conducted in Japan by the said
foreign corporation having permanent establishments in Japan or which is
otherwise specified by a Cabinet Order.

3 SMEEASEI S0+ T HIEICBET 5B E A A D 5 b RS B
LENFETIEITLHD REICENT EEHEE] 2w, ) ITo& %
2 D RGHEHEICHET HEEAES REICEWNT MEEER] L), ) IZon
T, BABZR IR, 2L, SHEEERO S B, ERICEANR Z AT 5
SNENE NN AL Z 20T 20 O TYZENICTEANIER 2 A3 2 4NEEANOENIC B W
TATOFEITFIEOND D DZDOMOE T TED D HDITONTIE, ZORY TN

(3) Corporation tax shall not be imposed with respect to any profit from
redemption prescribed in Article 41-12(7) (referred to in the next paragraph as
"profit from redemption") to be received by a foreign corporation with regard to
specified short-term government or company bonds prescribed in Article 41-
12(9) which are listed in Article 41-12(9)(Q) to (viii) (referred to in the next
paragraph as "specified short-term government bonds"); provided, however,
that this shall not apply to such profit from redemption to be received by a
foreign corporation having permanent establishments in Japan, which is
attributed to a business conducted in Japan by the said foreign corporation
having permanent establishments in Japan or which is otherwise specified by a
Cabinet Order.

4 APEOBEIR, BILEO FH _HICHET DAEREEEOZFEE Th H/NEEAN
DY FANE R EEFEDEFEMIEIC D X X E =T 2 FrE MM EE OEZEZERIC OV T
X, UREAMNEREEFTEDFEICHE T 2 B SNERER K EEFE TH L HEICRY | @
45,

(4) With respect to profit from redemption of specified short-term national
government bonds to be received by a foreign corporation, which is the trustee
of a foreign investment trust prescribed in Article 5-2(2), for the trust property
under the said foreign investment trust, the provision of the preceding
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paragraph shall apply only where the said foreign investment trust is a
qualified foreign securities investment trust prescribed in Article 5-2(2).

5 EABUEFEENA+—RE - FICHT 2/AEEANTEN+ 50 ZH-HIZHET S
SAER RSB EIZZ N T2 b O, R UENH — 2B A E=H =+ —H
F TORITE W T LIZRIEICHE T DEHFBEBmEIZ o2& FHEICHRET 5 5E
RSB B A AT D RIBEICHE T DR ER T (FHEOBLEIZ L 0 FrisHi i
SNRVWBDIZIRD, ) IZOWVWTIE, EARZHRS RV, 2720, HZREMNTO 9
H. UENEEANDORIFICHET 2FHELIT O —EDOFT 48 U CTENIZBWTIT)
HEIRELND LDOIZOWVTIE, ZORY THL,

(5) Corporation tax shall not be imposed with respect to specified interest
prescribed in Article 42-2(1) (Ilimited to interest on which income tax shall not
be imposed pursuant to the provision of Article 42-2(1)) which is received by a
foreign corporation listed in Article 141() of the Corporation Tax Act that falls
under the category of financial institution, etc. prescribed in Article 42-2(1),
from a specified financial institution, etc. prescribed in Article 42-2(1) in a
bond transaction with a repurchase/resale agreement commenced during the
period from April 1, 2002, to March 31, 2008; provided, however, that this shall
not apply to such specified interest which is attributed to a business conducted
by the said foreign corporation in Japan at any place prescribed in Article
141() of the said Act or which is otherwise specified by a Cabinet Order.

(57 BiEHR R (=& O RRBL D 731
(Special Provisions for Book-Entry Transfer National Government Bonds in
Separate Trading)

FEATEROE AEEADELSFO F-HICHET 2R EREHESE CLITFTZo
RIZEBWNT TRERBEES] £vWo, ) XITHEREO B HEE N S IHIET 2
AEM T EE (LT ZORICBWNT TEESMEHTEE] LW, ) PHBREX
T TS HEBICEB W T YR ERBEBEEDOENICH 2 E P L < ITFHFT (BE
Rzadte, U FZDORIZBWT MEERFE] Lo, ) XUTLLEEINEITEE O
[FIIEE L S RET 2R EEMERETTE (UUTZORICEWNT TREESNE ETTH
EWD, ) L CHBEEANGICHRET 2IRFRLHE CLTZoRIZBNT HEERT
HE] LW, ) 2T TVDLoBHRRES GEEFORKFICET 2 EREILHERE
TIHICHUET 2 0BECAIRBEBE R M BE ST TED D L ALY FSERE—HICH
TES D IeR o BEDMT T RIS = HICHUE T 5 o R BIRZREREZ VO, IR Z o
FRIZBWTH L, ) ORAUIGEEIC X VAT LG 2 AT 250 O 2540 B E
EORA SUTFRIEIZ XV AETDEHHICONTIE, EARZR S 220,

Article 67-17 (1) Where a foreign corporation has any income from the holding or
transfer of book-entry transfer national government bonds in separate trading
(meaning principal-only book-entry transfer national government bonds
prescribed in Article 90(2) of the Act on Book-Entry Transfer of Company
Bonds, etc. and coupon-only book-entry transfer national government bonds
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prescribed in paragraph (3) of the said Article for which separate trading of
principal and interest prescribed in paragraph (1) of the said Article has been
conducted pursuant to the provision of an Ordinance of the Ministry of
Finance; hereinafter the same shall apply in this Article), for which the foreign
corporation has made entries or records under the book-entry transfer system
prescribed in Article 5-2(5)(vi) (hereinafter referred to in this Article as
"entries or records under the book-entry transfer system") in its account
established with a specified book-entry transfer institution, etc. prescribed in
Article 5-2(1) (hereinafter referred to in this Article as a "specified book-entry
transfer institution, etc.") or a qualified foreign intermediary prescribed in
Article 5-2(5)(iv) (hereinafter referred to in this Article as a "qualified foreign
intermediary"), via a business office or any other office of the said specified
book-entry transfer institution, etc. located in Japan (including a post office;
hereinafter referred to in this Article as a "business office, etc.") or a specified
overseas business office, etc. prescribed in Article 5-2(5)(v) of the said qualified
foreign intermediary, corporation tax shall not be imposed with respect to such
interest from the holding or transfer of the said book-entry transfer national
government bonds in separate trading.

2 HMEE AN DR E SRR B ST A S EAR I N B B A T TV D AERIT R
T YA ERAR RS O ENIC & 5 5 AT ST Y % S E I 368 O e E A E
HFTE 2l IR LS 2 %2 1 T D BRI EE O RA SUTREEIC L 0 AT 5
KOFELEDMOE T TED L4 (L FZORIZBWT MR Lo, ) 1d &
ABEDOHEDEMICHONTIE, 20D &R d,

(2) With regard to the application of the provisions of the Corporation Tax Act, it
shall be deemed that there is no amount of loss or amount specified by a
Cabinet Order that is incurred by a foreign corporation from the holding or
transfer of book-entry transfer national government bonds in separate trading
for which the foreign corporation has made entries or records under the book-
entry transfer system in its account established with a specified book-entry
transfer institution, etc. or qualified foreign intermediary via a business office,
etc. of the said specified book-entry transfer institution, etc. located in Japan
or a specified overseas business office, etc. of the said qualified foreign
intermediary (such amount hereinafter referred to in this Article as "amount of
loss").

3 AI_HOBUET. ERNIZEAIER 2 A9 5 SMETE N O 5y BERE EE O A S35
BIZX VAT LIFRLACEEHETEOREDOENICTE N TT ) FEITIFTELNLDL DI
DWTIE, WA L7,

(3) The provisions of the preceding two paragraphs shall not apply to any income
earned and amount of loss incurred by a foreign corporation having permanent
establishments in Japan from the holding or transfer of book-entry transfer
national government bonds in separate trading, which are attributed to a
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business conducted by the said foreign corporation in Japan.

4 MO HOBEZ, HIEO I HICHE T 2ANEREEFEOZFEE T
& 5 HMNETEN O AN EREEFEDOEFEMEICE 2 /0 BERE EE O A UTFETEIC
E VAT LG L CHERBICO N T, LA EREEFEN RIS E T 2 @S E
AEFRREEFLTHLILEICRY . EWHT 2,

(4) With respect to any income earned and amount of loss incurred by a foreign
corporation, which is the trustee of a foreign investment trust prescribed in
Article 5-2(2), from the holding or transfer of book-entry transfer national
government bonds in separate trading that are included in the trust property
under the said foreign investment trust, the provisions of paragraph (1) and
paragraph (2) shall apply only where the said foreign investment trust is a
qualified foreign securities investment trust prescribed in Article 5-2(2).

(A% A& PR OFIPHIC B3 2 Fe i)
(Special Provisions Concerning the Scope of Qualified Merger, etc.)

FEARTNEZO D= RNEEANDIT I GHNFREZ NV—THNEH ROZZDOWNT I
LU T LAV HAEIHEANDOEOINCELEREREFED S LOWTNDFE
REBHHENDLUZAHRNCEDFED S HLOWVTNNDOFRE L NHAIZEET S Z
EXEDOMDBETEDDEMICHEE T DD ERS, ) IZEATLHLAITBITDIEAN
BilEZ OMOES OBEDBRAIZ DWW T, EABIESR RE+ 50N b E
TOHESN TZ0EHF) LHHDIE. TZOE0F HBRHFTEEFE ST NED 0
= (ERAFEORICET 250 ICHET HREZ V—7HNAEPHI ST
DHbDER<, ) 1 LT 5D,

Article 68-2-3 (1) Where a merger implemented by a domestic corporation falls
under the category of specified intra-group merger (meaning a merger which
falls under all of the following items; excluding a merger which satisfies the
requirement that any of the major businesses conducted by the merged
corporation before the merger is interrelated with any of the businesses
conducted by the merging corporation before the said merger, and any other
requirements specified by a Cabinet Order), with regard to the application of
the provisions of the Corporation Tax Act and any other laws and regulations,
the term "merger" in Article 2(xii)-8(a) to (c) of the Corporation Tax Act shall
be deemed to be replaced with "merger (excluding a merger that falls under the
category of specified intra-group merger prescribed in Article 68-2-3(1) of the
Act on Special Measures Concerning Taxation (Special Provisions Concerning
the Scope of Qualified Merger, etc.)":

— WEOHENEADIREN & ORNICHFEXEREGERH D 2 &,

(i) Where there is a specified controlling interest between the merged
corporation and the merging corporation.

T WAEOHEANOKRTSE GEABUESE “REFUSICRET 2R EFEL VS, KRIEK
OWRESH ZHIZBWTH U, ) ICREES KB+ 50 J)ITHIET 2 6 0FBIE AR
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(i) Where a shareholder, etc. (meaning a shareholder, etc. prescribed in Article
2(xiv) of the Corporation Tax Act; the same shall apply in the next paragraph
and paragraph (2) of the next Article) of the merged corporation is provided
with shares of the merging parent corporation prescribed in Article 2(xii)-8 of
the said Act (limited to shares (including capital contributions; hereinafter
the same shall apply in this Article) of a foreign corporation that falls under
the category of specified foreign corporation with less tax burden).

2 WEIEANDIT O BEINRFE 7 NV—T7HnE ROGZFONTIZ SRS T L 0% %
W ENEND BN ELFFED 5 HURELEN K0 BIKIENICB W TE
NDZ L&D b0LNEHEMENDLEZDERNELHEED S bOWT D EE
ERFAEIZEET 5 Z EZDOMOBAT TED L EMHFICEYTHHDER, ) IZ3%Y
T HEAEINZB T DIEANBIEZE OMOIES OBLEOBEMAIZ OV T, IEABUESR 558
+ 2B+ —APONETORET [Z20nHE LHL501X. TZ2055E (FAFRI
HEEH AN NGO Zo =8 "1 (Etga R ORMICE T 2 86) ICHET 2 RE
TN—THNGENCEZET 20K, ) | LT D,

(2) Where a company split implemented by a domestic corporation falls under the
category of specified intra-group company split (meaning a company split
which falls under all of the following items; excluding a company split which
satisfies the requirement that any of the businesses conducted by the split
corporation before the split, which is to be conducted by the succeeding
corporation in a company split as a result of the said split, is interrelated with
any of the businesses conducted by the succeeding corporation in a company
split before the said split, and any other requirements specified by a Cabinet
Order), with regard to the application of the provisions of the Corporation Tax
Act and any other laws and regulations, the term "company split" in Article
2(xii)-11(a) to (c) of the Corporation Tax Act shall be deemed to be replaced
with "company split (excluding a company split that falls under the category of
specified intra-group company split prescribed in Article 68-2-3(2) of the Act on
Special Measures Concerning Taxation (Special Provisions Concerning the
Scope of Qualified Merger, etc.)"

— DENENOFEKROAEDO R D o EEMRENIBIET 200 L LTEASTE
DLGENTHDZ &,

(i) Where the split is a split specified by a Cabinet Order as a split in which the
majority of the assets and liabilities of the split corporation are transferred
to the succeeding corporation in a company split.

FENEN & EIEAREN & ORNIZREXRRERRH 5 Z &,

(i) Where there is a specified controlling interest between the split corporation

and the succeeding corporation in a company split.

= ENENORETF AT ENENIEABIES —RE T+ 5O+ —ICHET 5558
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(ii1)) Where a shareholder, etc. of the split corporation or the split corporation is
provided with shares of the succeeding parent corporation in a company split
prescribed in Article 2(xii)-11 of the Corporation Tax Act (limited to shares of
a foreign corporation that falls under the category of specified foreign
corporation with less tax burden).

3 WENEANDIT O R REE 7V — TR (ROEBEDONT I HiEYS T
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(3) Where a share exchange implemented by a domestic corporation falls under
the category of specified intra-group share exchange (meaning a share
exchange which falls under all of the following items; excluding a share
exchange which satisfies the requirement that any of the major businesses
conducted by the wholly owned subsidiary corporation in a share exchange
before the share exchange is interrelated with any of the businesses conducted
by the wholly owning parent corporation in a share exchange before the said
share exchange, and any other requirements specified by a Cabinet Order),
with regard to the application of the provisions of the Corporation Tax Act and
any other laws and regulations, the term "share exchange" in Article 2(xii)-
16(a) to (c) of the Corporation Tax Act shall be deemed to be replaced with
"share exchange (excluding a share exchange that falls under the category of
specified intra-group share exchange prescribed in Article 68-2-3(3) of the Act
on Special Measures Concerning Taxation (Special Provisions Concerning the
Scope of Qualified Merger, etc.)"

— MRAZHTE R FIEN R A HIEN & ORI EBL BRI H 5 2 &,

(i) Where there is a specified controlling interest between the wholly owned
subsidiary corporation in a share exchange and the wholly owning parent
corporation in a share exchange.

= BRARHGERTIEADOKREITIEABIES _&E+ 5O FARICHE T 2 Rl #
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(i) Where a shareholder, etc. of the wholly owned subsidiary corporation in a
share exchange is provided with shares of the fully controlling parent
corporation in a share exchange prescribed in Article 2(xii)-16 of the
Corporation Tax Act (limited to shares of a foreign corporation that falls
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under the category of specified foreign corporation with less tax burden).
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(4) Where a capital contribution in kind whereby a domestic corporation
transfers its assets or liabilities to a foreign corporation falls under the
category of specified capital contribution in kind (meaning a capital
contribution in kind whereby a domestic corporation transfers shares of a
specified foreign subsidiary corporation in its possession to a specified foreign
parent corporation, etc. related to the said domestic corporation), with regard
to the application of the provisions of the Corporation Tax Act and any other
laws and regulations, the term "capital contribution in kind that falls under
any of the following (limited to" in Article 2(xii)-14 of the Corporation Tax Act
shall be deemed to be replaced with "capital contribution in kind that falls
under any of the following (limited to a specified capital contribution in kind
prescribed in Article 68-2-3(4) of the Act on Special Measures Concerning
Taxation (Special Provisions Concerning the Scope of Qualified Merger, etc.)".

5 IZORIIBWT, ROFZITHEIT 5 HFEOERIT, Bk TIlEDDL LI AL 5.

(5) In this Article, the meanings of the terms listed in the following items shall
be as prescribed respectively in those items:

—  FEERERBIANENE N FORIE XX T 5 FEHEITOIET A E IMkiz B T 5
ZOFFIC L TR SN D RO B NAKITIZIBIT DIENDOFFRICR LTRSS LD B
DAL TELLENLDOE LTESTED DIAEEANEZ VD,

(i) Specified foreign corporation with less tax burden: A foreign corporation
specified by a Cabinet Order as a corporation whose tax burden to be
imposed on its income earned in a state or territory where its head office or
principal office is located is significantly lower than the tax burden to be
imposed on the income of a corporation in Japan

= OREEBR —HOWNEEAN MG ORNEENEOMICWT R ONEE
ADM T ORNEREANOFATHERASUIHE (BCHAAT2HCOKRAER, UT
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BOUTBFOMA 2 B SUIHBE I RA T 5B OMOB S TED LK Z V9,

(ii) Specified controlling interest: A relationship between two domestic
corporations whereby either domestic corporation holds, directly or indirectly,
shares that account for more than 50 percent of the total number or total
amount of issued shares of or capital contributions to the other domestic
corporation (excluding the shares or capital contributions held by the other
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corporation; hereinafter referred to in this paragraph as "issued shares, etc.")
or any other special relationship specified by a Cabinet Order
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(iii) Specified foreign subsidiary corporation: A foreign corporation in which, at
any time during the period from the first day of the earliest business year
that commenced within two years before the first day of the business year of
the said foreign corporation that includes the date of the capital contribution
in kind, until that date of the capital contribution in kind, residents
(meaning residents prescribed in Article 2(1)(i)-2; hereinafter the same shall
apply in this item), domestic corporations and specially-related nonresidents
(meaning nonresidents prescribed in Article 2(1)(i)-2 who have a special
relationship specified by a Cabinet Order with residents or domestic
corporations) hold shares that account for more than 50 percent of the total
number or total amount of shares, etc. of the foreign corporation, and which
falls under the category of specified foreign corporation with less tax burden
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(iv) Specified foreign parent corporation, etc.: A foreign corporation which has
a relationship with a domestic corporation whereby the said foreign
corporation directly or indirectly holds shares that account for 80 percent or
more of the total number or total amount of issued shares, etc. of the said
domestic corporation, and which falls under the category of specified foreign
corporation with less tax burden
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(6) In addition to what is specified in the preceding paragraphs, the necessary
matters concerning the application of the provisions of the Corporation Tax Act
and any other laws and regulations in the case where a specified intra-group
merger prescribed in paragraph (1), specified intra-group company split
prescribed in paragraph (2), specified intra-group share exchange prescribed in
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paragraph (3) or specified capital contribution in kind prescribed in paragraph
(4) has been implemented, shall be specified by a Cabinet Order.

(R E D EOHEDT O TG ORRTEF OB O Fr )
(Special Provisions for Taxation on Shareholders, in the event of Specified
Merger, etc.)
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Article 68-3 (1) Where a corporation has, as a result of a merger (limited to a
merger that does not fall under the category of qualified merger) of a domestic
corporation to which the said corporation issued old shares (meaning shares
(including capital contributions; hereinafter the same shall apply in this
Article) that were held by the said corporation), been provided with shares of a
foreign corporation which has a relationship with the merging corporation
specified by a Cabinet Order as a relationship whereby the foreign corporation
holds the whole of the issued shares of or capital contributions to the said
merging corporation (excluding the shares held by the merging corporation;
referred to in paragraph (3) as "issued shares, etc."), if the shares of the said
foreign corporation are shares of a specified foreign corporation with less tax
burden (meaning a specified foreign corporation with less tax burden
prescribed in paragraph (5)(i) of the preceding Article; hereinafter the same
shall apply in this Article), the provision of Article 61-2(2) of the Corporation
Tax Act (including the case where it is applied mutatis mutandis to the
calculation made pursuant to the provision of Article 142 of the said Act) shall
not apply.
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(2) Where a corporation has, as a result of a specified split-off-type company split
implemented by a domestic corporation to which the said corporation issued old
shares (meaning shares that were held by the said corporation) (such specified
split-off-type company split shall mean a split-off-type company split (meaning
a split prescribed in paragraph (2)(i) of the preceding Article, which does not
fall under the category of qualified split-off-type company split) whereby a
shareholder, etc. of the split corporation has not been provided with assets
(excluding money and other assets provided for the said shareholder, etc. as
dividend of surplus, etc. prescribed in Article 61-2(4) of the Corporation Tax
Act, except for assets as a consideration for a split prescribed in Article 61-2(4)
of the said Act) other than shares of a specified foreign parent corporation
(meaning a parent corporation prescribed in Article 61-2(4) of the said Act
which falls under the category of specified foreign corporation with les tax
burden; hereinafter the same shall apply in this paragraph) that is related to
the succeeding corporation in the company split), been provided with shares of
a specified foreign parent corporation related to the succeeding corporation in
the company split, with regard to the application of the provision of Article 61-
2(4) of the said Act (including the case where it is applied mutatis mutandis to
the calculation made pursuant to the provision of Article 142 of the said Act),
the phrase "split-off-type company split (wherein a shareholder, etc. of the split
corporation has not been provided with...(hereinafter referred to as..." shall be
deemed to be replaced with "split-off-type company split (wherein a
shareholder, etc. of the split corporation has not been provided
with...(excluding a split-off-type company split that falls under the category of
specified split-off-type company split prescribed in Article 68-3-(2) of the Act on
Special Measures Concerning Taxation (Special Provisions for Taxation on
Shareholders, etc. in the event of Specified Merger, etc.); hereinafter referred
to as...".
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(3) Where a corporation has, as a result of a share exchange (limited to a share
exchange that does not fall under the category of qualified share exchange)
implemented by a domestic corporation to which the said corporation issued old
shares (meaning shares that were held by the said corporation), been provided
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with shares of a foreign corporation which has a relationship with the wholly
owning parent corporation in a share exchange specified by a Cabinet Order as
a relationship whereby the foreign corporation holds the whole of the issued
shares, etc. of the said wholly owning parent corporation in a share exchange,
if the shares of the said foreign corporation are shares of a specified foreign
corporation with less tax burden, the provision of Article 61-2(9) of the
Corporation Tax Act (including the case where it is applied mutatis mutandis
to the calculation made pursuant to the provision of Article 142 of the said Act)
shall not apply.

4 FIZHEOHE O AN H 5356 OO BUHmEE Otk ABLUZE T 2155 OBE
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(4) The acquisition cost for shares in the case where the provisions of the
preceding three paragraphs shall apply, and other necessary matters
concerning the application of the provisions of laws and regulations on
corporation tax shall be specified by a Cabinet Order.

(R € H AR FEITER D ZREIE N OB D K 5]
(Special Provisions for Taxation on Trust Corporations for Special Purpose
Trusts)
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Article 68-3-2 (1) Any amount specified by a Cabinet Order as the amount of
distribution of profit from a special purpose trust listed in Article 2(xxix)-2(e)
of the Corporation Tax Act (hereinafter referred to in this Article as a "special
purpose trust") (such amount of distribution of profit hereinafter referred to in
this Article as "amount of distribution of profit"), which pertains to the
business year of the trust corporation (meaning a trust corporation prescribed
in Article 4-7 of the said Act (limited to a trust corporation that shall be
deemed to be a domestic corporation pursuant to the provision of Article 4-7@)
of the said Act as applied mutatis mutandis pursuant to Article 2-2(3) and
therefore be subject to the provisions of this Act); the same shall apply in the
next paragraph to paragraph (4)) for the said special purpose trust, shall be
included in the amount of deductible expense in the calculation of the amount
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of [the trust corporation's] income for the business year, if the said special
purpose trust satisfies the requirements listed in item (i) and the said business
year satisfies the requirements listed in item (ii); provided, however, that
where the amount of distribution of profit exceeds the amount specified by a
Cabinet Order as the amount of [the trust corporation's] income for the said
business year, the amount to be included in the amount of deductible expense
shall be limited to such amount specified by a Cabinet Order:

— WIZET 5T X TOZEME

(i) All of the following requirements:

A BEOWMICET HEEE a5 LEE —HOBREIC LD M ThbinT
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(a) Notification has been made with respect to the said special purpose trust
pursuant to the provision of Article 225(1) of the Act on Securitization of
Assets.

2ROWTANICEET LD THD Z &,

(b) The special purpose trust conforms to any of the following conditions:
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1. The public offering of beneficial rights of the said special purpose trust
by the issuer (meaning an issuer prescribed in Article 2(5) of the
Financial Instruments and Exchange Act; hereinafter the same shall
apply in this item) has been conducted by way of a solicitation of
acquisition prescribed in paragraph (3) of the said Article (limited to
one that falls under the case listed in item (i) of the said paragraph),
and the total issue price of the beneficial rights is not less than 100
million yen.

(2) ZOFRITEPITOTZZBMEDTRIZ IV ZWEN T N EOFEIZ LS
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2. As a result of the public offering of beneficial rights of the said special
purpose trust conducted by the issuer, the beneficial rights have been
accepted by not less than 50 persons.

(3) ZOFATEDPITOTZZMEDFERIT LV ZARMED AR o B 5 1A 55 5%
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3. As a result of the public offering of beneficial rights of the said special
purpose trust conducted by the issuer, the beneficial rights have been
accepted only by a qualified institutional investor(s) prescribed in
Article 2(3)() of the Financial Instruments and Exchange Act.

NG FORITEICLDZSHEOEENE L LTERNICEBW Tl b D& LTE
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(c) The public offering of beneficial rights of the said special purpose trust
conducted by the issuer falls under the category of public offering of
beneficial rights specified by a Cabinet Order as one conducted mainly in
Japan.

= Z OB TED D EM

(d) Any other requirement specified by a Cabinet Order

Z RICHET 5T R TOEM
(i1) All of the following requirements:
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(a) At the end of the said business year, the trust corporation does not fall
under the category of family company prescribed in Article 2(x) of the
Corporation Tax Act.

B YR EEEITR DS O BL O YL R E O R T REFT G DR L L
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(b) The amount of distribution of profit pertaining to the said business year
exceeds 90 percent of the amount specified by a Cabinet Order as the
amount of distributable income for the said business year.

N OB TRED DB

(c) Any other requirement specified by a Cabinet Order
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(2) With regard to the application of the provision of Article 23(1) of the
Corporation Tax Act to the trust corporation for a special purpose trust, the
phrase "received by a domestic corporation" in Article 23(1) of the said Act
shall be deemed to be replaced with "received by a domestic corporation
(excluding a trust corporation prescribed in Article 4-7 (Application of This Act
to Trust Corporations, etc.) for the special purpose trust listed in Article
2(xxix)-2(e) (Definitions))".
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(3) With regard to the application of the provision of Article 69 of the Corporation
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Tax Act to the trust corporation for a special purpose trust, the phrase "amount
of income" in paragraph (1) of the said Article shall be deemed to be replaced
with "amount of [the trust corporation's] income (in the case of a trust
corporation prescribed in Article 4-7 (Application of This Act to Trust
Corporations, etc.) for the special purpose trust listed in Article 2(xxix)-2(e)
(Definitions) that is subject to the provision of Article 68-3-2(1) of the Act on
Special Measures Concerning Taxation (Special Provisions for Taxation on
Trust Corporations for Special Purpose Trusts) (such trust corporation referred
to in paragraph (8) as a "trust corporation for a special purpose trust"): the
amount of income calculated without applying the provision of Article 68-3-2(1)
of the said Act)", and the phrase "Where a domestic corporation" in paragraph
(8) of the said Article shall be deemed to be replaced with "Where a domestic
corporation (excluding a trust corporation for a special purpose trust;
hereinafter the same shall apply in this paragraph and paragraph (11))".
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(4) With regard to the application of the provision of Article 62-3(3) to the trust
corporation for a special purpose trust, the term "the transfer..., which is
specified by a Cabinet Order" in Article 62-3(3) shall be deemed to be replaced
with "the transfer..., which is specified by a Cabinet Order, and the transfer
conducted by a trust corporation prescribed in Article 68-3-2(1) for a special
purpose trust prescribed in Article 68-3-2(1), which is conducted in the
business year that satisfies the requirements listed in Article 68-3-2(1)(ii)
(excluding (b))".
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(5) With regard to the application of the provisions of Article 23 and Article 93 of
the Corporation Tax Act to the amount of distribution of profit from a special
purpose trust to be received by a corporation, the phrase "amount listed in item
()" in Article 23(1) of the said Act shall be deemed to be replaced with "amount
listed in item (i)... and the amount of distribution of profit prescribed in Article
68-3-2(1) of the Act on Special Measures Concerning Taxation (Special
Provisions for Taxation on Trust Corporations for Special Purpose Trusts) from
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the special purpose trust listed in Article 2(xxix)-2(e) (Definitions)", and the
phrase "amount listed in item (iii) of the said Article" in Article 93(2)(ii) of the
said Act shall be deemed to be replaced with "amount listed in item (iii) of the
said Article and the amount of distribution of profit prescribed in Article 68-3-
2(1) of the Act on Special Measures Concerning Taxation (Special Provisions
for Taxation on Trust Corporations for Special Purpose Trusts) from the special
purpose trust listed in Article 2(xxix)-2(e) (Definitions)".
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(6) The provision of paragraph (1) shall apply only where the trust corporation
for a special purpose trust has filed a final return form prescribed in Article
2(xxxi) of the Corporation Tax Act (referred to in the next paragraph as a "final
return form") for the business year for which the trust corporation seeks the
application of the provision of the said paragraph, with an application made
therein to seek the inclusion in deductible expense of the amount to be
included in the amount of deductible expense pursuant to the provision of
paragraph (1) and a written statement attached thereto regarding the
calculation of the amount to be included in the amount of deductible expense,
and preserved the documents that certify that the requirements listed in items
(1)(b) and (c) of the said paragraph are satisfied.
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(7) Even where the trust corporation for a special purpose trust has filed a final
return form without the application or written statement set forth in the
preceding paragraph attached thereto or failed to preserve the documents on
the calculation set forth in the said paragraph, the district director may, when
he/she finds any unavoidable reason for the trust corporation's failure to make
a necessary application, attach a necessary written statement or preserve the
necessary documents on the calculation, apply the provision of paragraph (1).
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(8) The provisions of paragraph (1), paragraph (2), paragraph (4) and the
preceding two paragraphs shall apply mutatis mutandis where the trust
corporation prescribed in Article 4-7 of the Corporation Tax Act for a special
purpose trust (limited to a trust corporation that shall be deemed to be a
foreign corporation pursuant to the provision of Article 4-7(ii) of the said Act as
applied mutatis mutandis pursuant to Article 2-2(3) and therefore be subject to
the provisions of this Act, which falls under any of the categories of foreign
corporation listed in Article 141(i) to (iii) of the Corporation Tax Act), pursuant
to the provision of Article 142 of the said Act, calculates the amount of income
categorized as domestic source income prescribed in Article 141 of the said Act
in accordance with the provisions of the said Act. In this case, the phrase "Any
amount ...from a special purpose trust..., which pertains to the business year"
in paragraph (1) shall be deemed to be replaced with "Any amount ...from a
special purpose trust..., which pertains to a business conducted in Japan and
also pertains to the business year", and the phrase "Article 23(1) of the
Corporation Tax Act" shall be deemed to be replaced with "Article 23(1) of the
Corporation Tax Act applied in the case where, pursuant to the provision of
Article 142 of the Corporation Tax Act, calculation is made in accordance with
the provision of Article 23(1) of the said Act".
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(9) The amount of distribution of profit from a special purpose trust set forth in
paragraph (1) as applied mutatis mutandis pursuant to the preceding
paragraph, which is received by a domestic corporation (such amount
hereinafter referred to in this paragraph and the next paragraph as "amount of
distribution of profit from a foreign special purpose trust") shall be deemed to
be excluded from the amount of dividend, etc. prescribed in Article 69(8) of the
Corporation Tax Act, and the amount of distribution of profit from a foreign
special purpose trust to be received by a foreign subsidiary company prescribed
in Article 69(8) of the said Act shall be deemed to be excluded from the amount
of dividend, etc. from a foreign second-tier subsidiary company prescribed in
Article 68(11) of the said Act.
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(10) The amount of distribution of profit from a special purpose trust to be
received by a foreign corporation (limited to the amount to be received by a
foreign corporation listed in Article 141() to (iii) of the Corporation Tax Act (in
the case of the amount to be received by a foreign corporation listed in item (i)
or item (iii) of the said Article, the amount shall be limited to the amount to be
attributed to the business prescribed in these provisions that is conducted by
the foreign corporation)) shall be deemed to be the amount of dividend of
surplus to be received from a domestic corporation prescribed in Article
138(v)(a) of the said Act, and the provisions of the said Act and any other
provisions of laws and regulations concerning corporation tax (excluding the
provision of Article 23(1) of the Corporation Tax Act applied in the case where,
pursuant to the provision of Article 142 of the said Act, calculation is made in
accordance with the provision of Article 23(1) of the said Act) shall be applied
thereto.
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(11) In addition to what is specified in paragraph (6) and paragraph (7), the
application of the provisions of paragraph (1) to paragraph (5) and the
preceding three paragraphs, and other necessary matters concerning the
application of the provisions of laws and regulations concerning corporation tax
on income for the relevant business year of a trust corporation prescribed in
Article 4-7 of the Corporation Tax Act from a special purpose trust shall be
specified by a Cabinet Order.

(FF E BB R FEITER D ZFEIE N OB O K 5]
(Special Provisions for Taxation on Trust Corporations for Special Investment
Trusts)
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Article 68-3-3 (1) Any amount specified by a Cabinet Order as the amount of
distribution of profit from a special investment trust (meaning an investment
trust listed in Article 2(3) of the Act on Investment Trust and Investment
Corporation (referred to in item (i) as the "Investment Trust Act", which falls
under the category of trust subject to corporation taxation; hereinafter the
same shall apply in this Article) (such amount of distribution of profit
hereinafter referred to in this Article as "amount of distribution of profit"),
which pertains to the business year of the trust corporation (meaning a trust
corporation prescribed in Article 4-7 of the Corporation Tax Act (limited to a
trust corporation that shall be deemed to be a domestic corporation pursuant to
the provision of Article 4-7(1) of the said Act as applied mutatis mutandis
pursuant to Article 2-2(3) and therefore be subject to the provisions of this
Act); the same shall apply in the next paragraph to paragraph (4)) for the said
special investment trust, shall be included in the amount of deductible expense
in the calculation of the amount of [the trust corporation's] income for the
business year, if the said special investment trust satisfies the requirements
listed in item (i) and the said business year satisfies the requirements listed in
item (ii); provided, however, that where the amount of distribution of profit
exceeds the amount specified by a Cabinet Order as the amount of [the trust
corporation's] income for the said business year, the amount to be included in
the amount of deductible expense shall be limited to such amount specified by
a Cabinet Order:

— RIZHT 5T X TOEF
(1) All of the following requirements:

A BEEFEFENEE - HXIHE N HILEFE - HOBEIL L 5 mHNIThivTn
5T &,

(a) Notification has been made with respect to the said special investment
trust pursuant to the provision of Article 4(1) or Article 49(1) of the
Investment Trust Act.

B ZORFEHE (REEEES FAF -HICHET 2 A RMNUKREREEICH O
TIIZEFEE., NCBWTHLU, ) K22 HEOEENFRILE ILEICHIE T 5
BB EFZ I L VITOND DL LTHATED DL LDILHEYTHHLOT
H5HT &,

(b) The public offering of beneficial rights of the said special investment trust
conducted by the trustee (or the settlor in the case of an investment trust
operated with instruction from the settlor prescribed in Article 2(1) of the
Investment Trust Act; the same shall apply in (c)) falls under the category
of public offering of beneficial rights specified by a Cabinet Order as one
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conducted by way of private placement by a qualified institutional
investment prescribed in Article 2(9) of the said Act.

N FOZFHEBICLDZBHEOTEEN T L L TERNICEBWUIThIls b D& LT
FTTEDDLDICHETLILDOTHD Z L,

(c) The public offering of beneficial rights of the said special investment trust
conducted by the trustee falls under the category of public offering of
beneficial rights specified by a Cabinet Order as one conducted mainly in
Japan.

= ZOMBETED D EM

(d) Any other requirement specified by a Cabinet Order

= RICHET 5T R TOEM
(i1) All of the following requirements:

A U FEEER T ORIZIB W TEARIESR KB+ 5ITHET 2 RIESHIC%
BTN L,

(a) At the end of the said business year, the trust corporation does not fall
under the category of family company prescribed in Article 2(x) of the
Corporation Tax Act.

0 Y EEFEILRDINE D BLORAD BT REIT S ORI H D A EIG L LT
S CTEDLERNEADONTEZBZ TS &,

(b) The ratio specified by a Cabinet Order as the ratio of the amount of
distribution of profit pertaining to the said business year to the amount of
distributable income exceeds 90 percent.

N OB TRED DB

(c) Any other requirement specified by a Cabinet Order

2 FrEREREFIRDZFCENTH T DEABIESE _+ =4&F —HOBEDHEMIZ>
WL, RS THENEARZIT D) o201k, TWEEN (AR IFEELEE AN
FNKDO=D=5—M FFEREETEIIRDZFEENORBORH) IZHET 2 FE
FEEFE (R — 70 1 UINTBIT 2 B 2723 b DR D, ) ITFRDHEMED
t (ZFEEANFICET 2 Z0EROEH) ITHET 2ZFREANETIRLS, ) B%T 5]
LT 5,

(2) With regard to the application of the provision of Article 23(1) of the
Corporation Tax Act to the trust corporation for a special investment trust, the
phrase "received by a domestic corporation" in Article 23(1) of the said Act
shall be deemed to be replaced with "received by a domestic corporation
(excluding a trust corporation prescribed in Article 4-7 (Application of This Act
to Trust Corporations, etc.) for the special investment trust prescribed in
Article 68-3-3(1) of the Act on Special Measures Concerning Taxation (Special
Provisions for Taxation on Trust Corporations for Special Investment Trusts)
(limited to a special investment trust that satisfies the requirements listed in
Article 68-3-3(1)(1)(b) or (c))".

3 FFEREBRFEFEICRDZFLENTKT DEABIES A HILEOREDO#ETIZ VT,
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FZRE—HY [P0 Lh201% THEoef (B IHELES S+ I\ &0
3@3/’%*15\ (FrE B EAZ FEITAR D 2 FEIE N ORBLOFE]) DO HLE DM %527 % [F

HICHLE T 2 FrE GG FEL 1'-6 LEMEDOL ZFEIENEICET S ZoE#EO#EH)

ICHET D2FEEAN (BNEHICBWT FHERERFFIRDIZFCEN] Lo, ) I
bHoOTIE, FHEHEATNEO =D =5 —HOBEZHET L2V CiE L7ZiFoe
%) J &L RGEENET THEEADPNEFEE) & 201 TWEEN FrERE
FEREIRDZFEEANT RS, LT Z0HEOE+—HIZBWTHEL, ) 2EF=
&5,

(3) With regard to the application of the provision of Article 69 of the Corporation
Tax Act to the trust corporation for a special investment trust, the phrase
"amount of income" in paragraph (1) of the said Article shall be deemed to be
replaced with "amount of [the trust corporation's] income (in the case of a trust
corporation prescribed in Article 4-7 (Application of This Act to Trust
Corporations, etc.) for the special investment trust prescribed in Article 68-3-
3(1) of the Act on Special Measures Concerning Taxation (Special Provisions
for Taxation on Trust Corporations for Special Investment Trusts) that is
subject to the provision of Article 68-3-3(1) of the said Act (such trust
corporation referred to in paragraph (8) as a "trust corporation for a special
investment trust"): the amount of income calculated without applying the
provision of Article 68-3-3(1) of the said Act)", and the phrase "Where a
domestic corporation" in paragraph (8) of the said Article shall be deemed to be
replaced with "Where a domestic corporation (excluding a trust corporation for
a special investment trust; hereinafter the same shall apply in this paragraph
and paragraph (11))".

4 FPEREEEICRDIZFBENTH T 2H AT L0 =F _HOBEDOEMT DT
X, FET Y7256 EHH0IE, YT LILOROESNRTFNEO=D=5
—HHIZHIET DR EREEFEICHR D WIE CHIET 2 FEIENDMT O 8 ClRIMEE &

(mZ2BR<, ) I 2EMZWTTEFEFEEZIIBNTUTI HD] &35,

(4) With regard to the application of the provision of Article 62-3(3) to the trust
corporation for a special investment trust, the term "the transfer..., which is
specified by a Cabinet Order" in Article 62-3(3) shall be deemed to be replaced
with "the transfer..., which is specified by a Cabinet Order, and the transfer
conducted by a trust corporation prescribed in Article 68-3-3(1) for a special
investment trust prescribed in Article 68-3-3(1), which is conducted in the
business year that satisfies the requirements listed in Article 68-3-3(1)(ii)
(excluding (b))".

5 EADRZTOFEREREE (B—HE 5o KONTBIT 2B 2T b0 LCKE%
Do ) DL DB DOFNAR DIEAFBIER —+ =K K OFE I+ =FOBLEDEMIC
WL, FES =48 —H% HBFsb0] L2501 THITS %@&U\iﬂﬂéfﬁ
MFEEERE AT NGO =0 =FHE (FrEREREFEITIR D ZFEENOBRBLORE]) |
BIET 2R ERERBFEORIEE —HICHET DA OB O] & FESL+=
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BOHEE AT TN TALD) EHDHDIE TEYT D O K OHBURERIHEIEF S
FNEO =D =FHHE (FrEREETEIIRDZIEENORBLORE) IZHET 2 FE
BEEFEDRAE —HITHET DGR DO SELOR] LT 5,

(5) With regard to the application of the provisions of Article 23 and Article 93 of
the Corporation Tax Act to the amount of distribution of profit from a special
investment trust (limited to a special investment trust that satisfies the
requirements listed in paragraph (1)(i)(b) and (c)) to be received by a
corporation, the phrase "amount listed in item (1)" in Article 23(1) of the said
Act shall be deemed to be replaced with "amount listed in item (i)... and the
amount of distribution of profit prescribed in Article 68-3-3(1) of the Act on
Special Measures Concerning Taxation (Special Provisions for Taxation on
Trust Corporations for Special Investment Trusts) from the special investment
trust prescribed in paragraph (5) of the said Article", and the phrase "amount
listed in item (iii) of the said Article" in Article 93(2)(i1) of the said Act shall be
deemed to be replaced with "amount listed in item (iii) of the said Article and
the amount of distribution of profit prescribed in Article 68-3-3(1) of the Act on
Special Measures Concerning Taxation (Special Provisions for Taxation on
Trust Corporations for Special Investment Trusts) from the special investment
trust prescribed in paragraph (5) of the said Article".

6 H—HOBEIL FHOBREDOEM 2% T L O &T 2 HEFEOENBIES KH
=t —FICHET AMERSEE REICBWT EEREE] Lo, ) 12, H—H
DOHEIZ LV BEEOHICEAIN D BFEOBRSHEANICET 2 REOTLEHE L ZE DEE
DFICHAIN L BFOFHFEICET 2HMEORMSRH Y | o, FEE—Fr KO
NPT HEM AWM LTS Z EZHONCTH2FEHERF LTV DLGEIZRD .,
EHT 5,

(6) The provision of paragraph (1) shall apply only where the trust corporation
for a special investment trust has filed a final return form prescribed in Article
2(xxx1) of the Corporation Tax Act (referred to in the next paragraph as a "final
return form") for the business year for which the trust corporation seeks the
application of the provision of the said paragraph, with an application made
therein to seek the inclusion in deductible expense of the amount to be
included in the amount of deductible expense pursuant to the provision of
paragraph (1) and a written statement attached thereto regarding the
calculation of the amount to be included in the amount of deductible expense,
and preserved the documents that certify that the requirements listed in item
(1)(b) and (c) of the said paragraph are satisfied.

7 BBERIE AEOREE L IIHHMEOIRM A2 WHEER EFEORMENH oY
A XIIREOEBEOBEN 2 WEAICBWT Y, TOHEEE L <ITHMEBO U T
FHOREDIRNODIZZ LIZONTROLEH{RVWEFRH L EROD LT, F—H
DORELXEN T 52 &N TED,

(7) Even where the trust corporation for a special investment trust has filed a
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final return form without the application or written statement set forth in the
preceding paragraph attached thereto or failed to preserve the documents on
the calculation set forth in the said paragraph, the district director may, when
he/she finds any unavoidable reason for the trust corporation's failure to make
a necessary application, attach a necessary written statement or preserve the
necessary documents on the calculation, apply the provision of paragraph (1).

8 B—IH, I, BEINEEOR ZHOBE T, FERBEEFEICMR D EABIES IS
DOEITHET D2ZFEEN G R0 H=HIZBWTHENT 2 RIEFNEOEH 7
DODREICIVAEENE LTZOEROHEZENT 26O T, IEARESE U A+—
SFE—EFNPOLHE FETITBT HAEIEANCEYLY T LB DICRD, ) 25, [FHEFH G
+ ZROBUEIC X0 FEF E W+ —RICERE T 2 BERFURFTFIR 552 E [FE
DOHEICHEL THATLIHEICOVWTHERT L, ZOHGICBWT, F—HF [TY
HREREEE] LH201F T BENIZEWTIT ) FHEICR D b O TYMFFER
FAERE) & B HEABUEE —F=KF—H L2501 NEABESHMN+
THROBEICEVENERE =R E —HOBEICEL CTEHAET 25828 HIRH)
EMAKERDHDET D,

(8) The provisions of paragraph (1), paragraph (2), paragraph (4) and the
preceding two paragraphs shall apply mutatis mutandis where the trust
corporation prescribed in Article 4-7 of the Corporation Tax Act for a special
investment trust (limited to a trust corporation that shall be deemed to be a
foreign corporation pursuant to the provision of Article 4-7(ii) of the said Act as
applied mutatis mutandis pursuant to Article 2-2(3) and therefore be subject to
the provisions of this Act, which falls under any of the categories of foreign
corporation listed in Article 141() to (iii) of the Corporation Tax Act), pursuant
to the provision of Article 142 of the said Act, calculates the amount of income
categorized as domestic source income prescribed in Article 141 of the said Act
in accordance with the provisions of the said Act. In this case, the phrase "Any
amount ...from a special investment trust..., which pertains to the business
year" in paragraph (1) shall be deemed to be replaced with "Any amount ...from
a special investment trust..., which pertains to a business conducted in Japan
and also pertains to the business year", and the phrase "Article 23(1) of the
Corporation Tax Act" shall be deemed to be replaced with "Article 23(1) of the
Corporation Tax Act applied in the case where, pursuant to the provision of
Article 142 of the Corporation Tax Act, calculation is made in accordance with
the provision of Article 23(1) of the said Act".

9 WNENEADRZTDATEICEWTHEN T2 -~ HOREREREE (FHEE -5 kD
NET D EMS AW T L DOICRD, ) OIIEOSE O (LLFZ OB L OWKRIEICE
WT B ERFEREEFEONE DB O] VD, ) (TIEABHER N HILREVEIC
BUET BRCH S OIS LR b0 L 2 L, I BET 2 AME T 2ALRE T 5
SEIREE SRR FED UL Y RO HUE L85 T B HUET 5 SHEFR Sk & OB %
DEIZHEY LWL D LB,
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(9) The amount of distribution of profit from a special investment trust set forth
in paragraph (1) as applied mutatis mutandis pursuant to the preceding
paragraph (limited to a special investment trust that satisfies the
requirements listed in item (i)(b) and (c) of the said paragraph), which is
received by a domestic corporation (such amount hereinafter referred to in this
paragraph and the next paragraph as "amount of distribution of profit from
foreign special investment trust") shall be deemed to be excluded from the
amount of dividend, etc. prescribed in Article 69(8) of the Corporation Tax Act,
and the amount of distribution of profit from a foreign special investment trust
to be received by a foreign subsidiary company prescribed in Article 69(8) of
the said Act shall be deemed to be excluded from the amount of dividend, etc.
from a foreign second-tier subsidiary company prescribed in Article 68(11) of
the said Act.

10 HEEADRZT DAEFEREETLOIGE DB EARESE M+ —5&5E—
FNDE =G E TICBIT HAENEARZ T 5D (RZRE 5 XIXE =512 54+
EEADRZTL26DIZHSOTIET, TOHEOZNLOBEICHET 2FE/ELND
HDITRD, ) ITRD, ) IZ20WTIE, REFE =HNARKELS A ITHET 2 NEE
ADPBZIT DRIBREOE Y OFE L e LT, [FEZ OMIEABUCEET 2155 OHLE

EABEE AN+ ZROHEICLVFEES —+=8F - HOBEICE L THET S
GEIlBIT2REOHELRS, ) #EHT 2,

(10) The amount of distribution of profit from a special investment trust to be
received by a foreign corporation (limited to the amount to be received by a
foreign corporation listed in Article 141() to (iii) of the Corporation Tax Act (in
the case of the amount to be received by a foreign corporation listed in item (ii)
or item (iii) of the said Article, the amount shall be limited to the amount to be
attributed to the business prescribed in these provisions that is conducted by
the foreign corporation)) shall be deemed to be the amount of dividend of
surplus to be received from a domestic corporation prescribed in Article
138(v)(a) of the said Act, and the provisions of the said Act and any other
provisions of laws and regulations concerning corporation tax (excluding the
provision of Article 23(1) of the Corporation Tax Act applied in the case where,
pursuant to the provision of Article 142 of the said Act, calculation is made in
accordance with the provision of Article 23(1) of the said Act) shall be applied
thereto.

11 FBREEROELHIZEDDZHODIEN, F—EHNOLERLEE CRORT HOBE
DM O ERERFEFCITRDEABIERENUZOCITHIET 52 FEENOFEFEE
DFFFCKR T DEABUCET 2EFTOREOBEMIZE L LERFHIT, BT TED D,

(11) In addition to what is specified in paragraph (6) and paragraph (7), the
application of the provisions of paragraph (1) to paragraph (5) and the
preceding three paragraphs, and other necessary matters concerning the
application of the provisions of laws and regulations concerning corporation tax

160



on income for the relevant business year of a trust corporation prescribed in
Article 4-7 of the Corporation Tax Act from a special investment trust shall be
specified by a Cabinet Order.

B+ T8 EEEAOENEEE L OREITHR D HERORH%E
Section 22 Special Provisions for Taxation on Transactions with Foreign
Affiliated Persons of Consolidated Corporations, etc.

GEFEENOESEER & OGRS B O R 5)
(Special Provisions for Taxation on Transactions with Foreign Affiliated
Persons of Consolidated Corporations)

FARFINGEDONAIN HEREEAD, ERA- U H — B R IS T 5 £ 8 4R
(BT, HRREAENICAR D ES R EE (SHEREAN T, HiLEMHEAN & ORIV
MIn—T7 DIENDATT OIENDFITHERASUIHE (ST OEANBAETL2HCD
HRAUTHE ZFR<, ) OREBCUTIHRE O H 55 O It LA E O ITSF O UE
G x EESUIMEICRA T 28R OMOBS TED DR OGR (KK O HH
IZBNWT TRERDBR) Lo, ) OB HEDEWVS, LT ZDORIZBWTRHLE, )
D TEEDIRTE, BIEDHA, HBEORMEDOMOEB 2T o7 HAIC, ML
5l CHZESBEE DEABIESE N+ —RE— 5168 =5 F TITBIT 5 4MEEA
DWFFUTFE Y T 200006 U Uiz ESEEE O 2 b 0 52T 2 E NI ETEC
BROWMEGID I BERNFAREOMFE —HICHET DT TED DL bDOER, LFZD
FIZBWT TESAEDERSG ) LW, ) IT2&, HZEREANS YZESEESE D
SCHN 2 52T 2 el O BRSPS AR ZE AR IS 72 7o & & L TS RLERS 15 A 08 Y 541
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FEPTAFI 4R 2 [RlE 2 OIE ABUC BT 215D OBUE DI DWW, Y% ES R
BegliE, M EUiESE TIThnic b D & B,

Article 68-88 (1) Where a consolidated corporation has, in each consolidated
business year beginning on or after April 1, 2002, conducted a transaction for
the sale of assets, purchase of assets, provision of services or any other
transaction with a foreign affiliated person related to the said consolidated
corporation (meaning a foreign corporation that has a relationship with the
said consolidated corporation whereby either corporation holds, directly or
indirectly, shares or capital contributions that account for 50 percent or more
of the total number or total amount of issued shares of or capital contributions
to the other corporation (excluding the shares or capital contributions held by
the other corporation) or any other special relationship specified by a Cabinet
Order (referred to in the next paragraph and paragraph (5) as a "special
relationship"); hereinafter the same shall apply in this Article), if the amount
of the consideration received by the said consolidated corporation from the said
foreign affiliated person with respect to the said transaction (excluding,
depending on the category of foreign corporation listed in Article 141() to (iii)
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of the Corporation Tax Act corresponding to the said foreign affiliated person, a
transaction from which the said foreign affiliated person earns the domestic
source income listed in the relevant item, which is specified by a Cabinet Order
prescribed in Article 66-4(1); hereinafter referred to in this Article as a "foreign
affiliated transaction") is below the arm's length price or if the amount of the
consideration paid by the said consolidated corporation to the said foreign
affiliated person with respect to the said transaction is over the arm's length
price, with regard to the application of the provisions of the said Act and any
other provisions concerning corporation tax on the said consolidated
corporation's consolidated income for the said consolidated business year, the
said foreign affiliated transaction shall be deemed to have been conducted at
the arm's length price.

2 RIPEICHET DML &3, ESBEE RS 23R D45 528 1T D gl o v
UL T 200006 USEA FICED D HIEIC K VRE L&AV 9,

(2) The arm's length price prescribed in the preceding paragraph shall mean the
amount calculated by the method specified in each of the following items for
the category of transaction listed in the relevant item corresponding to the
foreign affiliated transaction:

—  WHEVEPE DR ST ICHBIT 2 5 E (=TT 2 5L, A B AETIZ
BT HEEZRND ZENTERVWGEICRY, AN Z RN TED, )

(1) Sale or purchase of inventory assets: Any of the following methods (the
method listed in (d) may be applied only where the methods listed in (a) to (c)
are unavailable):

A RSEAmAS LE YRR (RFERDBAMRIZ R WE T L HFA, ESEEEE G2 4% D 1 E &
PE & [RITE DM EVE PE A ML ESBHE R | & BS I BERE . HRo 1 3& 2 o s [FER D4R
WO FTRA LIS OxHio% (Y% IRIFE DM EVE PE 4 434 ES BhE R G| & B
GBS, HUG I E T OMIZER DO H 5RO T TRE LIZIGI 23D 5561280
T, ZOERIZIVATLMEOBOELZFTETE D L&, TOPFELITHOL
BOXME O E ZTe, ) (TS T 5084 DT % ESNELEES | Ol o %H &
TLHEEND, )

(a) Comparable uncontrolled price method (meaning the method which uses,
as the amount of the consideration for a foreign affiliated transaction, the
amount equivalent to the amount of the consideration for a transaction
wherein the seller and the buyer who are not in a special relationship have
sold or bought inventory assets of the same type as the inventory assets
pertaining to the said foreign affiliated transaction, under circumstances
where the transaction level, transaction volume and any other conditions
are similar to those of the said foreign affiliated transaction (in the case
where such inventory assets of the same type have been sold or bought
under circumstances where the transaction level, transaction volume and
any other conditions are different from those of the said foreign affiliated
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transaction, and any variance arising from such difference in the
conditions can be adjusted, the amount of the consideration as adjusted
shall be included)

2 RGEm R AL EE (EAMBEES 2 AR 2 I ETE PE O B F MR BR D BIRIZ oW
(ot LT REHINEN & PE & A oE L7208 (LR 2 oIIZRBW T TR AR e |
EWV D, ) oiEE OFEOR (M RFATI ICES TED 5l O R %
FLTCHAELLESEEZ VS, ) Z¥ERL CHE L& Z b > CY i E S BhE
GlORMIMDE L T2 EEZ N, )

(b) Resale price method (meaning the method which uses, as the amount of
the consideration for a foreign affiliated transaction, the amount calculated
by deducting, from the amount of the consideration gained by the buyer of
the inventory assets involved in the said foreign affiliated transaction for
having sold the said inventory assets to a person who is not in a special
relationship therewith (hereinafter referred to in this paragraph as the
"resale price"), the amount of normal profit (meaning the amount
calculated by multiplying the said resale price by the normal profit margin
specified by a Cabinet Order)

N R ESEYE  (ES PR S (AR D M ETE PE DT F DiE N, BIEZ D174
£ 2 BUAG DIl OFEIZ @ E OFH O CURZFEM ORI B TED % i ORI
FKrRERUCHALLZGEE VW), ) AR L CGHAE L@ L b > CY%ESN B
BRSOl DR L 35 HiEE NI, )

(c) Cost plus method (meaning the method which uses, as the amount of the
consideration for a foreign affiliated transaction, the amount calculated by
adding, to the amount of the cost incurred by the seller of the inventory
assets involved in the said foreign affiliated transaction for having
acquired the inventory assets by purchase, manufacture or any other acts,
the amount of normal profit (meaning the amount calculated by
multiplying the said amount of cost by the normal profit margin specified
by a Cabinet Order)

= ANOANETIBIT 2 TECHET 2 HIEZOMBIG TED 5715

(d) A method equivalent to the methods listed in (a) to (c) or any other
method specified by a Cabinet Order
A5 2T 2 G | LA O Hs | WRICHET 2 051E (mIZH|T 2 HEIE, A12E|T 5

FEERWD ZENTERWGEIZRY, AN 28 TE S, )

(i1) A transaction other than the transaction listed in the preceding item: Any
of the following methods (the method listed in (b) may be applied only where
the method listed in (a) is unavailable):

A HWIHEANOANETIZHT 5 HiE L REOHE

(a) A method equivalent to the methods listed in (a) to (c) of the preceding
item

B S =T D Tk & RSO TGk
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(b) A method equivalent to the method listed in (d) of the preceding item

3 EFEEADRSEREFEEEICBW T L2FMREORE EAREEN+—FKDK
FEAREIZBWTERTORERE =T ERFELHICHAET 2 FMe0fE Lz Vwo, UTZ
DEJLORHIZEBWNTR L, ) @9 BYROEMETE NI D ESEEE 68T 56 D
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FOROBEDBEMZHOWTIE, FSRE—HT TRH] LdD01%, TREXITMEH
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(3) Any part of the amount of a contribution (meaning the amount of a
contribution prescribed in Article 37(7) of the Corporation Tax Act as applied
mutatis mutandis pursuant to Article 81-6(6) of the said Act; hereinafter the
same shall apply in this paragraph and the next paragraph) expended by a
consolidated corporation in each consolidated business year, which has been
paid to a foreign affiliated person related to the said consolidated corporation
(excluding any amount of contribution paid to a foreign affiliated person that
falls under the category of foreign corporation listed in Article 141() to (iii) of
the said Act, which shall be included in the amount of gross profit in the
calculation of the said foreign affiliated person's income for the relevant
business year), shall not be included in the amount of deductible expense in the
calculation of the amount of the said consolidated corporation's consolidated
income for the relevant consolidated business year. In this case, with regard to
the application of the provision of Article 81-6 of the said Act to the said
consolidated corporation, the term "the next paragraph" in paragraph (1) of the
said Article shall be deemed to be replaced with "the next paragraph or the
provision of Article 68-88(3) of the Act on Special Measures Concerning
Taxation (Special Provisions for Taxation on Transactions with Foreign
Affiliated Persons of Consolidated Corporations)."

4 FH-HOBEOEMNH 555280 2 EANEE TG | O sl OFE & 24 5% E 51 B E B
FUTAR D RIS HLUE T DM AR ZE RIS & D& (TS0 ST 56 D%k
<o ) UF. EREEAN DK HEREHEEFE OER TG OSMOFE L HEDFIZEAL
720N,

(4) In the case where the provision of paragraph (1) shall apply, any variance
between the amount of the consideration for a foreign affiliated transaction
and the arm's length price prescribed in the said paragraph which pertains to
the said foreign affiliated transaction (excluding a variance that shall be
deemed to be the amount of the contribution) shall not be included in the
amount of deductible expense in the calculation of the consolidated
corporation's consolidated income for each consolidated business year.
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(5) In the case specified by a Cabinet Order where a consolidated corporation
conducts a transaction with a foreign affiliated person related to the said
consolidated corporation via another person (excluding any other foreign
affiliated person related to the said consolidated corporation, and a domestic
corporation having a special relationship with such other foreign affiliated
person; hereinafter referred to in this paragraph as a "non-affiliated person"),
the transaction between the said consolidated corporation and the said non-
affiliated person shall be deemed to be the said consolidated corporation's
foreign affiliated transaction, and the provision of paragraph (1) shall be
applied thereto.

6 EBUTOYIKE ., EABEANOMBLH O FTEERLES B L < IXATEEEBLR O X4 5%k
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THIENTED,

(6) Where the relevant official of the National Tax Agency, the relevant official of
the Tax Office or Regional Taxation Bureau having jurisdiction over a
consolidated parent corporation's place for tax payment or the relevant official
of the Tax Office or Regional Taxation Bureau having jurisdiction over the
location of the head office or principal office of a consolidated subsidiary
corporation has requested the said consolidated corporation to present or
submit the books and documents that are considered to be necessary for the
calculation of the arm's length price prescribed in paragraph (1) which pertains
to a foreign affiliated transaction conducted by the consolidated corporation in
each consolidated business year or copies of such books and documents (in the
case where the consolidated corporation, instead of preparing or preserving
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such books and documents, prepares or preserves electromagnetic records

(meaning records made in an electronic form, a magnetic form, or any other

form not recognizable to human perception, which are used in information

processing by computers), such electromagnetic records shall be included;
hereinafter the same shall apply in this Article), if the said consolidated
corporation has failed to present or submit these books and documents or
copies thereof without delay, the district director may presume the amount
calculated by the method listed in any of the following items (the method listed
in item (ii) may be applied only where the method listed in (i) is unavailable) to
be the said arm's length price, and thereby make a reassessment prescribed in

Article 2(xliii) of the Corporation Tax Act (referred to in paragraph (16) as a

"reassessment") or a determination prescribed in item (xliv) of the said Article

(referred to in paragraph (16) as a "determination") with respect to the said

consolidated corporation's amount of consolidated income or amount of

consolidated loss for the relevant consolidated business year:

—  URLERSVEN O YL ESEEI G TR D FE L RO FE 2 E {ovE N THERMK
ZDOMDOFEEDOARPIABT 25 6 O DO YFLFEZEITLR D 58 LHRFIE R T Z s $E
LEEE LTS TEDLIRHGEREMBL LEE HE S E L3N B TS5
ESOXRIRSE 5 A28 20515 (RIEEE— A (281 5 0716 L R 0 7 ik &
<o)

(1) The method listed in paragraph (2)3)(b) or (c) or the method listed in
paragraph (2)(ii)(a) (excluding the method equivalent to the method listed in
paragraph (2)(i)(a)), which is applied based on the gross profit margin gained
by another corporation from its business on condition that such other
corporation's business is the same type as the said consolidated corporation's
business involving the said foreign affiliated transaction, and that the size
and other details are similar between the two businesses, or any other ratio
specified by a Cabinet Order as a ratio equivalent to the gross profit margin

B S =ICBET BN TEWD D HEXILIRIAS 5 e lli|id 5 51k (4
BHTCTED D HELRFEDOHIEIRD, ) ITHTLHbOL LTHATED D FiE

(i) A method specified by a Cabinet Order as being equivalent to the method
prescribed in paragraph (2)(i)(d) or the method listed in paragraph (2)(ii)(b)
(limited to the method equivalent to the said method specified by a Cabinet
Order)

7 EBUTOSERRE ., EEBIEAN OB OFTEERLES B U < IXFTEEERLR O X 3%k
BXITEREFIEAN ORGSR U <IXF72 5 FE T OFTEM O PRl B L < I3priEE
FiJR D MR B, YREAEE N & SRR 1E N ITER 2 ESNBLES & DM O Bs 2B
TOREIZOWTRERH L & 13, HiLERENT L, ML ES B EE 2R AT
LIREEFSUI T OB LORR TR AZRO DL Z LN TE 5, ZOHAIZEBWT,
WMELEFEIE NI, Yidern TR EZ RO bz & &1k, YHEEEEIIZDT L
DANFIZBDRITIT R B0,
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(7) The relevant official of the National Tax Agency, the relevant official of the
Tax Office or Regional Taxation Bureau having jurisdiction over a consolidated
parent corporation's place for tax payment or the relevant official of the Tax
Office or Regional Taxation Bureau having jurisdiction over the location of the
head office or principal office of a consolidated subsidiary corporation may,
when it is necessary in the examination concerning the transaction between
the consolidated corporation and a foreign affiliated person related to the said
consolidated corporation, request the said consolidated corporation to present
or submit the books and documents preserved by the said foreign affiliated
person or copies thereof. In this case, the said consolidated corporation shall
endeavor to obtain the said books and documents or copies thereof when
requested to present or submit them.

8 [EBUTOYUIKE, EABIEN OMBLH O FTEER B L < LTS E RS O X4 5% 1%
BXTEREFIENOKRIER U <IXF72 2 FH T O EMOFTEER B E A L < I3ATiEE
Bim D Hazik B, YEEMEANDFABEICHE T 2REEFR UIZ DG L &2l 7
SEARL, FRH L2027 GEICB W T, YikE ik Ao & EfE FEFEICB T
L EABEERS AR D8 —HICHE T 2 ML EEMME 2B ET H-OICLERH D
X, FOXLE LD LNDHHMANICIE VT, YR iE N oYL E I B E G| I
RO FELFEMOFELZELEICEMN L, XITUHFEICHT IREEHZRET D
ZENTE D,

(8) Where a consolidated parent corporation or consolidated subsidiary
corporation has failed to present or submit the books and documents or copies
thereof prescribed in paragraph (6) without delay, the relevant official of the
National Tax Agency, the relevant official of the Tax Office or Regional
Taxation Bureau having jurisdiction over the consolidated parent corporation's
place for tax payment or the relevant official of the Tax Office or Regional
Taxation Bureau having jurisdiction over the location of the head office or
principal office of the consolidated subsidiary corporation may, when it is
necessary for the calculation of the said consolidated corporation's arm's length
price prescribed in paragraph (1) which pertains to a foreign affiliated
transaction in each consolidated business year, ask questions of a person who
1s engaged in a business that is the same type as the said consolidated
corporation's business involving the said foreign affiliated transaction, or
inspect the books and documents concerning the said business, to the extent
considered necessary for such calculation.

9 FIEOHEIZ L 2EMUIREOHERIZ, LR EDCT-OIZRBDO LN b D LEL
TR B2V,

(9) The authority to ask questions or conduct an inspection pursuant to the
provision of the preceding paragraph shall not be construed as being granted

for criminal investigation.

10 EBT, ERSUIBEE O LFARIL, FNHOBEIC X DEMXIRELZ T
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(10) The relevant official of the National Tax Agency, the Regional Taxation
Bureau, or the Tax Office shall, when asking questions or conducting an
inspection pursuant to the provision of paragraph (8), carry an identification
card and present it to the person concerned when requested.

11 ROZFBZONTINITHEET D81, HHHUTOH&IILT 5,

(11) Any person who falls under any of the following shall be punished by a fine
of not more than 100,000 yen:

— FHNEHOBEIZ LD YFME OEMIC L TERET. BHLIIMBY DEHRE L,
XIFFEOBREIC L DMAEZER, UiF, ALk LE

(i) A person who has failed to answer or made a false answer to the questions
given by the relevant official pursuant to the provision of paragraph (8) or
has refused, obstructed or avoided the inspection pursuant to the provision of
the said paragraph

. HIEOBRAEICE LAY ORESUTREY LCREEEA RS LEH

(i1) A person who has presented books and documents which contain false
statements or records concerning the inspection set forth in the preceding
item

12 EAOREE AMEORWHHFEOEHAZ G, ) TEAE L AZAORH
A EHANEDOMOUEHEEZ N, ZOENIIANOEBKIZE L CRIEOERITA % LT
EXIT. FOITAE LT HI1E, EOENXIIANCK L CRBEOMZFT 5,

(12) Where the representative person of a corporation (including the
administrator of an association or foundation without juridical personality) or
an agent, employee or other worker of a corporation or an individual has
committed any of the acts of violation set forth in the preceding paragraph
with regard to the operations of the said corporation or individual, not only the
offender shall be punished but also the said corporation or individual shall be
punished by the fine prescribed in the said paragraph.

13 ABORWEMTFEIZOWTHTEOBLE OB M2 & 5551213, £ ORERE TE
BEANZEDOFRATAHIZOE LD ANED IR EZRET D1E0, EAZHE AT
ke & T AL A ORI ERRICET RO EEZER T 5,

(13) Where the provision of the preceding paragraph shall apply to an association

I

or foundation without juridical personality, its representative person or
administrator shall represent the association or foundation without juridical
personality with regard to its procedural act, and the legal provisions
concerning criminal procedure that are applicable in the case where a
corporation stands as the accused or the suspect shall apply mutatis mutandis.
14 HFEBENL, FEEFEEE IO TYZERBIEAN UTESE FEADR LD
DIENITAR D ES A & O TG 21T 272561213, MZESNEEE D4 PR LD
ARG AL T T2 D FH T OFTEMZ OB & CTED 5 FH A fL# L FH 2 3%

168



EREEEEOEEMREREE GEABUEE _LFH -+ _BICHET 2 EERER EE
D, ) IR LR iuE e B,

(14) A consolidated parent corporation shall, where the said consolidated parent
corporation or its consolidated subsidiary corporation has conducted a
transaction with a foreign affiliated person related to the said consolidated
corporation in each consolidated business year, attach a document stating the
said foreign affiliated person's name and the location of its head office or
principal office and any other matters specified by an Ordinance of the
Ministry of Finance, to the consolidated final return form (meaning a
consolidated final return form prescribed in Article 2(xxxii) of the Corporation
Tax Act) for the relevant consolidated business year.

15 ERE BN, S EEFE IRV COYERE B NTHR B ES R EE & o
THG| ZAT DTG AR, YL EANBEE O A PR OAKRSE XE T 5 FH T O P (L
Z DMHE S TED 2 FH 2 fldk L7 FH 2 Y% FEEEE OB ABIESE )\ 4 —
RO ZAIE—THITHE T L 85 )e B 2 5lik L7 RRICHE T 2 FHEICHAT L2z
TR B 720,

(15) A consolidated subsidiary corporation shall, where it has conducted a
transaction with a foreign affiliated person related to the said consolidated
corporation in each consolidated business year, attach a document stating the
said foreign affiliated person's name and the location of its head office or
principal office and any other matters specified by an Ordinance of the
Ministry of Finance, to the document prescribed in Article 81-25(1) of the
Corporation Tax Act for the relevant consolidated business year which states
the individually attributed amount, etc. prescribed in Article 81-25(1) of the
said Act.

16 HEFHFLIFRE CATFZOHEICBWT HERE] VW), ) XIXEBLERE
Fot RERLHICHET DR E (LT ZoHEICEWT HERIRE)] £, )
TROZZIHT Db D1%, FEHEHRE -EHPOEMHEE T (FERH _HE 5
KO =52 5 HIE (FHEICHET 2MBREORBICHRDL L DICRD, ) I2ff
L ERS ) OREICH»DL LT, BiLS 5ITE S 2 IR L A 2 6 AR E 2 fhk
THHET, TH2LNRTEDL, ZOHRITBNT, RAEERLHELPRES L%
FHOREDOEMIZHOW TR, FEHEEFRERLET TRIE8HE] L HD0IE THi%
T} OFABURF RS EIE SR S HN GO NN+ SIEH GERSEAN OESBELEE & D
(R DBRBLORG)) | & FEE LT —&REBE-HT [RF1%R] LHD01T THRTERK
OFBLRF R BEIE S AN NSO N INEHRHE GEREANOESEE & OIRG1IT4AR
LBLOR) 1 L. Tl AR LHOIE T, AIERAOEE] LT 5,

(16) A reassessment or determination (hereinafter referred to in this paragraph
as a "reassessment or determination") or an assessment and decision
prescribed in Article 32(5) of the Act on General Rules for National Taxes
(hereinafter referred to in this paragraph as an "assessment and decision"),
which is listed in any of the following items, may be made within six years
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from the due date or other date specified in the relevant item, notwithstanding

the provisions of Article 70(1) to (4) of the said Act (excluding the part

concerning the reassessment listed in paragraph (2)(ii) and (iii) of the said

Article (limited to a reassessment pertaining to the amount of net loss, etc.

prescribed in the said paragraph)). In this case, with regard to the application

of the provisions of Article 70(5) and Article 71(1) of the said Act: in Article

70(5) of the said Act, the phrase "preceding paragraphs" shall be deemed to be

replaced with "preceding paragraphs and the provision of Article 68-88(16) of

the Act on Special Measures Concerning Taxation (Special Provisions for

Taxation on Transactions with Foreign Affiliated Persons of Consolidated

Corporations)"; in Article 71(1) of the said Act, the phrase "preceding Article"

shall be deemed to be replaced with "preceding Article and the provision of

Article 68-88(16) of the Act on Special Measures Concerning Taxation (Special

Provisions for Taxation on Transactions with Foreign Affiliated Persons of

Consolidated Corporations)," and the phrase "preceding Article" shall be

deemed to be replaced with "preceding Article and the said paragraph [Article

68-88(16) of the said Act]."

—  EFEEAND B ROEAETE NITAR D ES B & DG | A HICHE T D MR
[l % & B 72 2 5l OFH TIT D Ie FFITHE DWW TT HIEABUTR D B IERE XITY
A% HEDRE RO EBO@ AR - IUSREH — HICHUE T 2 B S L < IIBAH%E
WCHRENZ AT REEABUMR D BIERE 06O IEREICHRDIEABORES
CRBESICHET DEEREHR (FHEEAR+—RE—HICHET D&M KH
HEICRDEEICHONTL, HULEMTERPEELRELZA)

(1) A reassessment or determination of corporation tax to be made based on the
fact that a consolidated corporation has conducted a transaction with a
foreign affiliated person related to the said consolidated corporation at the
amount of consideration that is different from the arm's length price
prescribed in paragraph (1), or a reassessment or determination of
corporation tax to be made, upon the said reassessment or determination, to
make a change to the tax base, etc. or tax amount, etc. prescribed in Article
19(1) of the Act on General Rules for National Taxes: The statutory due date
of tax return prescribed in Article 2(vii) of the said Act with regard to
corporation tax pertaining to the relevant reassessment or determination (in
the case of a reassessment based on a return of claim for a refund prescribed
in Article 61(1) of the said Act: the day on which the said return of claim for
a refund has been filed)

= OATHICHET 2 FEEIZESONWTT DIEABUCIR D HIERESR L < IXEBUBHNES
CRENFICHET MBI EE (FERE -ERE ZHICRET 2 HIRNBESEL
<. UFZDZIZH T MBHEE] Lo, ) OREXITEZEIERER L
IT MBS FEORMITHEVETZICHET 2 BB 2 AT R EABIR D HIE
HRER L < ITMBLH S F ORI EWV 21D OIEABUTER D FNEE AN HILSRITHE
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(ii) A reassessment or determination of corporation tax to be made based on the
fact prescribed in the preceding item or submission of a tax return form
prescribed in Article 2(vi) of the Act on General Rules for National Taxes
(excluding a return form within the due date prescribed in Article 17(2) of
the said Act; hereinafter referred to in this item as a "tax return form"), or
an assessment and decision to be made, upon the reassessment or
determination or submission of a tax return form, so as to impose additional
tax prescribed in Article 69 of the said Act with regard to the corporation tax
to which the change prescribed in the preceding item shall be made upon the
said reassessment or determination or the said submission of a tax return
form: The date of the establishment of the relevant tax liability

17 EAEENDSYRLOEAEE NGRS ES S & OG22 5 —HICHET DMk
[k & B72 256l DFRTIT 272 Z LAV R & Biga A & 22 0 o SOTEBL
WHNES “REANFICHET 2E NSO B KR & RO EABIR L FIES £+
FE-HICHRET 2 EBOBIEDR YL, FIERE+=8F ="HOBEDOEM N H
LB RE . HMREEARORNES L+ R —HIZHET D IEEMBIRY & — £ H
E. T L2V,

(17) Where, with regard to corporation tax, the tax amount payable due to the
fact that a consolidated corporation has conducted a transaction with a foreign
affiliated person related to the said consolidated corporation at the amount of
consideration that is different from the arm's length price prescribed in
paragraph (1) falls short, or the amount of the refund prescribed in Article
2(vi) of the Act on General Rules for National Taxes is in excess, the
prescription of the right of collection of national tax prescribed in Article 72(1)
of the said Act shall not run for one year from the statutory due date
prescribed in Article 72(1) of the said Act for the said corporation tax, except
where the provision of Article 73(3) of the said Act shall apply.

18 HIHOHZEICE T, EREHERE E+ =RE_HEE LEOBELENT 5,
ZOHGEITBNT, RWELEZLER [ZTH] Lb501F, [—H) LHrEzxL2H0
LT 5,

(18) In the case referred to in the preceding paragraph, the provision of the
proviso of Article 73(3) of the Act on General Rules for National Taxes shall
apply mutatis mutandis. In this case, the phrase "two years" in the said
proviso shall be deemed to be replaced with "one year."

19 B -HOMEOHAND HHAICB VT, HFEEAN & YaklfEE SR 5 EH4 B
HE (BEABESEO P IRICHET 5560 CLTFZOHEEOREH —HITBNT
THFLZRKT ] Lo, ) OBUEIC X VMBI OTPELSANORKIE (LT ZoHEK
OWREE -HIZBWT IROMETE 2o, ) OFEFEXNIENESIND HLDOIZR
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(19) Where the provision of paragraph (1) shall apply, and with respect to the
arm's length price prescribed in paragraph (1) which pertains to a foreign
affiliated transaction conducted between a consolidated corporation and a
foreign affiliated person related to the said consolidated corporation (limited to
a foreign affiliated person who shall be deemed, pursuant to the provisions of a
convention prescribed in Article 139 of the Corporation Tax Act (hereinafter
referred to in this paragraph and paragraph (1) of the next Article as a "tax
convention"), to be a resident or corporation in the Contracting State other
than Japan (hereinafter referred to in the this paragraph and paragraph (1) of
the next Article as the "other Contracting State") of the tax convention), the
Minister of Finance has reached an agreement under the said tax convention
with the competent authority of the said other Contracting State, or any other
requirement specified by a Cabinet Order is satisfied, the regional
commissioner or the district director may, pursuant to the provision of a
Cabinet Order, grant exemption from the part of the delinquent tax imposed
with regard to the corporation tax payable by the consolidated parent
corporation related to the said consolidated corporation pursuant to the
provision of paragraph (1), which corresponds to the base period for the
calculation of the delinquent tax for which the Minister of Finance has reached
an agreement with the competent authority of the said other Contracting State.

20 AENEANESBEEFICEY T 20 E ) OYEICET 5 FHEOME -H D
FONHE COBEOMAICE LLEREHRIL, BB TED D,

(20) Matters concerning the determination as to whether or not a foreign
corporation falls under the category of foreign affiliated person, and other
necessary matters concerning the application of the provisions of paragraph (1)
to paragraph (6) shall be specified by a Cabinet Order.

CEREE N O ESEEE & O HRGITAR 2 BB O R 4R 2 B O R )
(Grace of Tax Payment under the Special Provisions for Taxation on

Transactions with Foreign Affiliated Persons of Consolidated Corporations)

FANTINGEDONAIND Z EREERIE N FBSK OFE SIS & ERUTREISS L 4%

RSN HET 2L TE LEGAICE. BEERS (EBBANESE N+ NEE—
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ATSREE NI — 5 128517 2 HIEREIZ L 0 I T RS EABLOR (HEEH L TR
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Article 68-88-2 (1) Where a consolidated parent corporation has, pursuant to the
provisions of a tax convention, filed an objection prescribed in the said tax
convention with the Commissioner of the National Tax Agency, the district
director, etc. (meaning the district director, etc. prescribed in Article 46(1) of
the Act on General Rules for National Taxes; hereinafter the same shall apply
in this Article) may, upon application by the consolidated corporation that has
filed the objection, grant a grace of tax payment, up to the amount calculated
pursuant to the method specified by a Cabinet Order as the amount of
corporation tax payable based on the reassessment or determination listed in
paragraph (16)(i) of the preceding Article which pertains to the objection
(limited to the amount to be covered by the consultation prescribed in the tax
convention with the other Contracting State which pertains to the objection),
including the amount of additional tax prescribed in Article 69 of the said Act
with regard to the said amount of corporation tax, for the period from the due
date for tax payment (meaning the due date for tax payment prescribed in
Article 37(1) of the said Act; in the case where the application has been filed
after the due date for tax payment, the period shall start from the date of the
filing of the said application) until the day on which one month has elapsed
since the day following the day on which a reassessment has been made
pursuant to the provision of Article 26 of the said Act based on an agreement
with the competent authority of the other Contracting State (in the case where
there is no such agreement or in any other case specified by a Cabinet Order:
the date specified by a Cabinet Order) (this period shall be referred to as the
"grace period for tax payment" in paragraph (7)); provided, however, that this
shall not apply where the consolidated corporation that has filed the
application has been, at the time of filing the application, delinquent in
payment of national tax other than the said amount of corporation tax.

2 BIBEBERESIL. IEHOHEIC L 2MBLOMT (LLTFZOFRICENT HBLOMT )
EWVD, ) BT LLAICE. TOMTITELISHITHY T 2HAZE S 2TNERS
RN, Tel2 L, ZFOWTPIBRDBHEP LT HU T THL50 XITHREZHMT 52 L
IMTERWEROFNE R H 5561, ZORYD Thv,

(2) The district director, etc. shall, when granting a grace of tax payment
pursuant to the provision of the preceding paragraph (hereinafter referred to in
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this Article as a "grace of tax payment"), collect security equivalent to the
amount under the grace period; provided, however, that this shall not apply
where the tax amount under the grace period is not more than 500,000 yen or
where there are special circumstances where it is impossible to collect security.

3 EBLBEHNEE N ANEENEOBEIL, ATEOBREIC LV HEEEZET 25510
THEMT 2,

(3) The provision of Article 46(6) of the Act on General Rules for National Taxes
shall apply mutatis mutandis where security is collected pursuant to the
provision of the preceding paragraph.

4  FERBEANESN+HEEEOFEN+HNEORER, MBLOM T %2 3 556 LMBLo
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(4) The provisions of Article 47 and Article 48 of the Act on General Rules for
National Taxes shall apply mutatis mutandis where a grace of tax payment is
granted or is not granted. In this case, the phrase "paragraph (1) to paragraph
(3) or paragraph (7) of the preceding Article" in Article 47(2) of the said Act
shall be deemed to be replaced with "Article 68-88-2(1) of the Act on Special
Measures Concerning Taxation (Grace of Tax Payment under the Special
Provisions for Taxation on Transactions with Foreign Affiliated Persons of
Consolidated Corporations)."

5 MWBLOMTZZITTEEPROZEFONT NS T 256121, BIBERSER.
ZOWFEWMOHETZENTE D, ZOHEITBOTIE, ERERES N HIuERE —
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(5) Where a consolidated parent corporation that has been granted a grace of tax
payment falls under any of the cases listed in the following items, the district
director, etc. may rescind the grace. In this case, the provisions of Article 49(2)
and (3) of the Act on General Rules for National Taxes shall apply mutatis
mutandis:

— BHHORNTERY Fifzé &,

(i) Where the consolidated corporation has withdrawn the application set forth
in paragraph (1).
= B HOBBIIKLERBRORHICOEH A LnE &,

(i) Where the consolidated corporation does not cooperate in the submission of

the necessary documents for the consultation set forth in paragraph (1).

= HEBRBHRERE =T N\EKE—HE GONTIUNIELET 2EERND L LGB W T,
ZDENEDOMTIIRDIENBZMTHIMNICEMNT 22 N TE RV ERD LN
5HEE,

(iii) Where there is a fact that falls under any of the items of Article 38(1) of

the Act on General Rules for National Taxes, and it is found to be impossible
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for the consolidated corporation to pay the corporation tax under the grace
period in full within the said period.

WU ZDORETITERDIEABUC D A I U HRIZ DWW TS B RS A E R I 5
A —FE-HOHEICL DT LEMTITIL LRne X,

(iv) Where the consolidated corporation does not follow the order issued by the
district director, etc. pursuant to the provision of Article 51(1) of the Act on
General Rules for National Taxes with regard to the security provided for the
corporation tax under the grace period.

T HIS SIS 2 b ODIEN £ DOHEDOMEDIRILE OMOFREDOLEIZ LY ZD
MTEMET D ENEYTRVWERDOLND & X,

(v) In addition to what is listed in the preceding items, where it is found to be
inappropriate to maintain the grace period due to any change in the state of
the corporation's property or other circumstances.
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BioRs T (FABRRIFEEIEF ST NEON+ N0 55 GEFSENOES L &
DEGNAR DB FFHNIAR D MABLORET) OBREIC K DMBLOMTEZET, ) | &,
ERBIES KBS R OE+HSH TBROR T L) & &5 0I1% TBLoM T
GABLRF B EE A NGO NN\ O 58— GEMEEANOEIBEEE & OR5|IC
1% 2RO FEBIAR DB ORET) OBEIC X HDMBLORM T 25, ) XX &, [F
EFHEELF—&RE—HEHD WO T) | LHD01L TBLORT) K OB IH
EEF AT NGEO NN D - EREANOESEEE & OIRGIIAR 5 RBLOKF
BILR D BLORET) | LT %,

(6) With regard to the application of the provisions of the Act on General Rules
for National Taxes and the National Tax Collection Act to corporation tax
under a grace of tax payment: in the Act on General Rules for National Taxes,
the term "grace of tax payment" in Article 2(viii) shall be deemed to be replaced
with "grace of tax payment (including a grace of tax payment pursuant to the
provision of Article 68-88-2(1) of the Act on Special Measures Concerning
Taxation (Grace of Tax Payment under the Special Provisions for Taxation on
Transactions with Foreign Affiliated Persons of Consolidated Corporations))",
the term "grace of tax payment" in Article 52(1) shall be deemed to be replaced
with "grace of tax payment (including a grace of tax payment pursuant to the
provision of Article 66-88-2(1) of the Act on Special Measures Concerning
Taxation (Grace of Tax Payment under the Special Provisions for Taxation on
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Transactions with Foreign Affiliated Persons of Consolidated Corporations);
hereinafter the same shall apply in this paragraph)", and the term "grace of
tax payment" in Article 55(1)(i) and Article 73(4) shall be deemed to be
replaced with "grace of tax payment (including a grace of tax payment
pursuant to the provision of Article 68-88-2(1) of the Act on Special Measures
Concerning Taxation (Grace of Tax Payment under the Special Provisions for
Taxation on Transactions with Foreign Affiliated Persons of Consolidated
Corporations))"; in the National Tax Collection Act, the term "grace of tax
payment" in Article 2(ix) and (x) shall be deemed to be replaced with "grace of
tax payment (including a grace of tax payment pursuant to the provision of
Article 68-88-2(1) of the Act on Special Measures Concerning Taxation (Grace
of Tax Payment under the Special Provisions for Taxation on Transactions with
Foreign Affiliated Persons of Consolidated Corporations))", and the term
"Grace of Tax Payment)" in Article 151(1) shall be deemed to be replaced with
"Grace of Tax Payment) (including a grace of tax payment pursuant to the
provision of Article 68-88-2(1) of the Act on Special Measures Concerning
Taxation (Grace of Tax Payment under the Special Provisions for Taxation on
Transactions with Foreign Affiliated Persons of Consolidated Corporations))".

7 WBLORT A LICGEEITIE. TORT &2 LI2IEABUTER D IERRLO 5 BB O T
BIE GF—HORE b)HIEODw‘P‘]ﬁ;EJBEU\HIJ“C%E)iE'/\ I, YEHFEORAEREA L
THZMHIR E COMM A2 ST, ) ITRIST 585 ®A%i wkRT 5, L. #
FHOHEICLIDBIE LORERK L 72 5 RXREFEENELLGAICIE, FOAELTZHED
RN RHST 250 OEFIZ OV TIL, BIEERESIT, %@ﬁa{&%% L2NWZ &N TE
Do

(7) Where a grace of tax payment has been granted, exemption shall be granted
from the part of the delinquent tax imposed with regard to the corporation tax
under the grace period, which corresponds to the grace period for tax payment
(in the case where the application set forth in paragraph (1) has been filed
before the due date for tax payment set forth in the said paragraph, the grace
period for tax payment shall include the period from the date of the filing of
the said application until the due date for tax payment); provided, however,
that where any event has occurred which can be the cause of a rescission
pursuant to the provision of paragraph (5), the district director, etc. may
choose not to grant exemption with regard to such part of delinquent tax which
corresponds to the period after the day on which the said event has occurred.

8 MBLOMTIZET 2HFED FHICEH LLELRFHIL, BT TED D,

(8) Necessary matters concerning the procedure for the application for a grace of
tax payment shall be specified by a Cabinet Order.

BT EEEAOESNEREF IR D AEOF]FF ORI ORI

Section 23 Special Provisions for Taxation on Interest on Liabilities, etc.
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Payable to Foreign Controlling Shareholders, etc. of Consolidated
Corporations

CEREE N O B SRR 5 12 6R D AR OFI -5 O R B O R i)
(Special Provisions for Taxation on Interest on Liabilities, etc. Payable to
Foreign Controlling Shareholders, etc. of Consolidated Corporations)

FHARTNEDONAI HAETEANDS SR WA H — B DR IZBRAGS 2 45 s 4 B

(ZBWT, ML A N D ES SRR 255 ST B &t 58 H IR E O+ 2 X
L HEITR VT, HRERFEFE O M EOERTE NTR D EA Rk 125 Rk OV &
G FE T 2 AR D AT R s LA F I O Y R RTE N ITER D
ES LR EFEOEART O —fFITHN T2 @B A D & &I, HidiiiE AN Y
RLELE AR T WV TSR EAN SRR 5 M OVE e ik 535 1S S Al o F -5
DEDI L, TOBALEHIIKIETHHDE L THERTTEDDLEZAICEIVEEL
TR, HREE AL RN O Y RE I AR O AL PTG O & OFH R L HEe0fHIc
BALZRW, 2720, SEREANOLERFEFEEORAE (REDOF]FHFDX
BOERLELDBDOICIRD, RKELVHE ZHIZBW TR L, ) IR FHAMEK SR
YHEFHEANO B CEROHD ZEICHYT58HUT L5 81E, ZORY TR
A

Article 68-89 (1) Where a consolidated corporation pays, in each consolidated

2

business year beginning on or after April 1, 2002, interest on liabilities, etc. to
a foreign controlling shareholder, etc. or fund provider, etc. that is related to
the said consolidated corporation, and the average balance of liabilities
regarding the liabilities owed, for the relevant consolidated business year, to
the foreign controlling shareholder, etc. and the fund provider, etc. that are
related to the said consolidated corporation, exceeds threefold the amount of
equity interest held by the foreign controlling shareholder, etc. related to the
said consolidated corporation for the relevant consolidated business year, the
amount calculated pursuant to the method specified by a Cabinet Order as
such excess in the amount of interest on liabilities, etc. payable by the said
consolidated corporation to the said foreign controlling shareholder, etc. and
fund provider, etc. in the relevant consolidated business year shall not be
included in the amount of deductible expense in the calculation of the amount
of consolidated income of the said consolidated corporation for the relevant
consolidated business year; provided, however, that this shall not apply where
the average balance of liabilities regarding the total liabilities of the said
consolidated corporation for the relevant consolidated business year (limited to
those which can be the cause of payment of interest on liabilities, etc.; the
same shall apply in the next paragraph and paragraph (3)) is not more than
threefold the amount of equity capital of the said consolidated corporation.
ATEOBELZ B T 25512V T, YRR ENT, HaOEMEENTR D ES
FOHR 155 N V& et 5.8 % (0 2 AE O 5 BICREMFRBIERG I FIR 2867 H
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% & EE YRES SRR EE R OE M5 EE I T 2 AR D EAEER S
LBATEDD & ZAIZL Y FHE LI FEERBLEIG % 06k 5 R AR & PR
LU CRHA L7 BB AR 7R X3 G ROE RS 2 O AE IR 2 P A ER & BB
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AR LI EHABKEZ R L LTEHASTED D & 2 AICL Y EHE L ES B E
FEOGERF ) XITH CEARDRITAR D580 % Y iZE R 5 NAR 2 EA SRR % D
EARR ) AT HLERENDO B CEAROFIAR D HMEHE L, GRERIENICRD
SRR 55 K OV e it B H I SHL ) AE ORI FEOHN OB T TED D & ZAIZ
F 0 EE U R EE R B IG | 556k D AE ORI 15 DR 2 2Lk L 7o @8 & 2 3% E RS
ENITAR D ES SRR 5 R V& @ 5-FHF 250 AR ORI FEORE 25 Z L7
T&E 5, ZOHAEITBNT, AiEF (=5 LH201F,. 255 T2,

(2) Where the provision of the preceding paragraph shall apply, and the said
consolidated corporation has any liabilities arising from a specified bond
transaction with a repurchase/resale agreement, etc. among its liabilities owed
to a foreign controlling shareholder, etc. and a fund provider, etc. that are
related to the said consolidated corporation, the said consolidated corporation
may use, as the multiple number applicable to the equity interest held by the
foreign controlling shareholder, etc. related to the said consolidated
corporation or applicable to the amount of equity capital of the said
consolidated corporation, the multiple number applicable to the equity interest
held by a foreign controlling shareholder, etc. related to the said consolidated
corporation or applicable to the amount of equity capital, which is calculated
pursuant to the method specified by a Cabinet Order based on [1] the average
balance of liabilities calculated by deducting the average balance of liabilities
regarding the specified bond transaction with a repurchase/resale agreement,
etc. calculated pursuant to the method specified by a Cabinet Order from the
average balance of liabilities regarding the liabilities owed to the said foreign
controlling shareholder, etc. and fund provider, etc., or [2] the average balance
of liabilities calculated by deducting the average balance of liabilities
regarding the specified bond transaction with a repurchase/resale agreement,
etc. calculated pursuant to the method specified by a Cabinet Order from the
average balance of liabilities regarding the total liabilities for the relevant
consolidated business year, and thereby determine the amount calculated by
deducting the amount of interest on liabilities, etc. arising from the specified
bond transaction with a repurchase/resale agreement, etc. calculated pursuant
to the method specified by a Cabinet Order from the amount of interest on
liabilities, etc. payable to the foreign controlling shareholder, etc. and fund
provider, etc. that are related to the said consolidated corporation, to be the
amount of interest on liabilities, etc. payable to the foreign controlling
shareholder, etc. and fund provider, etc. that are related to the said
consolidated corporation. In this case, the term "threefold" in the preceding
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paragraph shall be deemed to be replaced with "twofold."

3 H—HOBEZEMTLLAICBN T, HZLEMENL, SR E N IR D ES
KEORE B OB ARy M OVYZEEEAN OB CEARDOFIR D B HEEHITN T, Ui
BREN & RO R 2 E LN EEN THEERE L OMORNFEL T 2 b DDRA
HOFDMBEEDFIT ST HHRE L THST TEDLLRIIMOE LY ERBOLND
EHERNDZ ENTED,

(3) Where the provision of paragraph (1) shall apply, the said consolidated
corporation may use, in lieu of the multiple number applicable to the equity
interest held by a foreign controlling shareholder, etc. related to the said
consolidated corporation and applicable to the amount of equity capital of the
said consolidated corporation, a multiple number that is found to be
appropriate in light of the percentage specified by a Cabinet Order as the
percentage of the total liabilities of another domestic corporation to its net
assets on condition that such other domestic corporation's business is the same
type as the said consolidated corporation's business, and the size and other
details are similar between the two businesses.

4 ZORIBNT, ROZFITBIT5HFHEOERIT, UEEFIIEDD EIAHIILD,

(4) In this Article, the meanings of the terms listed in the following items shall
be as prescribed respectively in those items:

— ESNERMREF B RE 5O ICHET DI SUISEIEAN T,
ERTEN & ORI, HRZIFEEE SUISNENE N DY G RZEREE N O FITH R AT
E (MFREFEADRE T 5 HCOKRAUIHEZ RS, ) ORECUIRED H 4 D
LA EOBITEFEORASUIHE 2 B IMEERICRA T 2 BRZ OfMOB S
TEDDFHROBEARDOH D LD EV I,

(i) Foreign controlling shareholder, etc.: A nonresident prescribed in Article
2(1)(1)-2 or foreign corporation who has a relationship with a consolidated
corporation whereby the said nonresident or foreign corporation holds,
directly or indirectly, shares or capital contributions that account for 50
percent or more of the total number or the total amount of issued shares of or
capital contributions to the said consolidated corporation (excluding the
shares or capital contributions held by the said consolidated corporation) or
any other special relationship specified by a Cabinet Order

FeftEFE HFEANCEeLLETIHE K OEHEeOMEICEROH 5F
ELTHEATEDDLHEEZV I,

(i1) Fund provider, etc.: A person who provides a consolidated corporation with
funds, and a person specified by a Cabinet Order as being related to such
provision of funds

= ABORNFE AEOFF (ZHIZETLHHDL L TEANTHANEOLFNEE =
FIHET OB ETCEDDL bDEEFT, UFZOFIZBWTHL, ) ZOMBAGT
EDLEN C4ZABORFZOMB T TEDLIHEM T, ZNOOXEZITLHHE
DRBAEIFICEEND S DOZ OMFEIEE =5 ICHET DEST TED D b D &R
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(iii) Interest on liabilities, etc.: Interest on liabilities (including moneys
specified by a Cabinet Order prescribed in Article 66-5(4)(iii) as being
equivalent thereto; hereinafter the same shall apply in this item) and any
other expense specified by a Cabinet Order (excluding the said interest on
liabilities and any other expense specified by a Cabinet Order, which are
included in the taxable income of the person who is to receive payment
thereof, and any other expense specified by a Cabinet Order prescribed in
Article 66-5(4)(iii))

I EASEREE R E M EFE ST 580 ES RRFEE T 2 Ak

(AEORTEOXHOER L2 b DICRS, ) KOVE &M EHE 5T 2 ES
TED LA (AEORTEOSILDER L 725 bDIZRD, ) 20 ),

(iv) Liabilities owed to a foreign controlling shareholder, etc. and a fund
provider, etc.: Liabilities owed to a foreign controlling shareholder, etc.
(limited to those which can be the cause of payment of interest on liabilities,
etc.) and liabilities owed to a fund provider, etc. that are specified by a
Cabinet Order (limited to those which can be the cause of payment of interest
on liabilities, etc.)

i PWAEERR ABOEOTVHFEE L THS TEDD EZAICKVHEAE L4
ZUN 9,

(v) Average balance of liabilities: The amount calculated pursuant to the
method specified by a Cabinet Order as the average amount of liabilities

N ESER B OEARF Sy AR SRR O FES SRR T O R A AN O
FEIZXT HDFFE LTHA TEDDEZAICEVER LESFEE VD,

(vi) Equity interest held by a foreign controlling shareholder, etc.: The amount
calculated pursuant to the method specified by a Cabinet Order as the
interest in a consolidated corporation's net assets held by a foreign
controlling shareholder, etc. for each consolidated business year

t BHOCEADOH REMFEFEEZOMEEOHE L THTTEDD L IAIZLVE
BLI-@EE VD,

(vii) Amount of equity capital: The amount calculated pursuant to the method
specified by a Cabinet Order as the amount of net assets for each
consolidated business year

I\ RREMBFBIEIGIE BN NERO I WIS )\ 5 [CHUE S 2 FrE i R85 B |
Hrno,

(viii) Specified bond transaction with a repurchase/resale agreement, etc.: A
bond transaction with a repurchase/resale agreement prescribed in Article
66-5(4)(xiii)

U BRI BT AFORENEFE IS ICHET 2R EZ V9,

(ix) Taxable income: Taxable income prescribed in Article 66-5(4)(ix)

5 H_HOBUEIL, HiEHEREFEFICFREOBEDOEMN A X T 5 E 2 LcEm
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(5) The provision of paragraph (2) shall apply only where a consolidated
corporation has filed a consolidated final return form, etc. with a document
attached thereto stating that it seeks the application of the provision of the
said paragraph and a written statement attached thereto concerning the
calculation of the average balance of liabilities regarding the liabilities from a
specified bond transaction with a repurchase/resale agreement, etc. and the
amount of interest on liabilities, etc., both of which shall be deducted pursuant
to the provision of the said paragraph, and preserved the documents on such
calculation.

6 PBBERIEL. ATHOFEAE L < ZBMF QRS O Vil i e H 5 FEOR NN H
D, FFRBEOEFHEZRGF L TV RN DOTEHEARICEN TS, £ OIMN UIRIEN 2D
DI EICONTRLEH/RVWFIFENRH D LD D & i, HakEim &k OFMEL O
CEHORENHHOIGEICRY FE_HOBRELEMT 52 LN TE D,

(6) Even where a consolidated corporation has filed a consolidated final return
form, etc. without the document or written statement set forth in the preceding
paragraph attached thereto or failed to preserve the documents on the
calculation set forth in the said paragraph, the district director may, when
he/she finds any unavoidable reason for the consolidated corporation's failure
to attach a necessary document or written statement or preserve the necessary
documents on the calculation, apply the provision of paragraph (2), only if the
said document and written statement as well as the said documents on the
calculation are submitted.

7 HE_HOBEIL, EHEEEREEFICFAEOBEOEMN X T HE 2 LcEm
AL, o, TOMWLEENZEREDOTHL Z &P 6T 2 FEHL Ofth
OER (REICEBNT ERE] L), ) ZEFRIEADBRFE L TODLHEICIRY |
EHT 5,

(7) The provision of paragraph (3) shall apply only where a consolidated
corporation has filed a consolidated final return form, etc. with a document
attached thereto stating that it seeks the application of the said paragraph,
and preserved documents or any other materials (hereinafter referred to in the
next paragraph as "materials, etc.") that certify that the multiple number that
1t applies is appropriate.

8 PBIEBEIX. OB EDOMM LT 25 Z50ik L7 E i O IR o 72y Efs i &
HEEFORHPH Y, XIFZLOHWLBEENZREREDTHLZEEWHLNIT D
ERE A2 HREADPRE L TWRDDTESGHIZE N TS, £ OIRMNUIRED 203D
LN TRDEZHBRVEENH L LB DL & EiE, Yl LoEm AU
HEREDORHB L OTHEIZIRY | FEOBEZEMNT 52 LR TE %,

(8) Even where a consolidated corporation has filed a consolidated final return
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form, etc. without a document attached thereto stating that it seeks the
application of the provision of paragraph (3) or failed to preserve the materials,
etc. that certify that the multiple number that it applies is appropriate, the
district director may, when he/she finds any unavoidable reason for the
consolidated corporation's failure to attach a necessary document or preserve
the necessary materials, etc., apply the provision of the said paragraph, only if
the said document and the said materials, etc. are submitted.

9 F—HITHET D ES SRR EEN L ED D56 ORIEICHE T 5 AEITHR D
BIABRESEOF R, FHEOBEIC LV EEOMICE A SN WEEITR D IEARLE
DOHLE O OMIFEIIED HFENIEE COFEO®EHICE LLERFEHIL, BH TE
5,

(9) The calculation of the average balance of liabilities, etc. regarding liabilities
prescribed in paragraph (1) in the case where there is more than one foreign
controlling shareholder, etc. prescribed in the said paragraph, the application
of the provisions of the Corporation Tax Act with respect to the amount
excluded from the amount of deductible expense pursuant to the provision of
the said paragraph, and other necessary matters concerning the application of
the provisions of the said paragraph to paragraph (4) shall be specified by a
Cabinet Order.

F_ AN EFEEAORESNETFRE IR D FEEOBRMO R
Section 24 Special Provisions for Taxation on Income, etc. of Specified
Foreign Subsidiary Companies of Consolidated Corporations
B EREEADOKENEFRLEF IR DFTROBR O RH]
Subsection 1 Special Provisions for Taxation on Income of Specified
Foreign Subsidiary Companies of Consolidated Corporations

CEREIE N ITAR 2 FrE S E F 2 HEFE OB IRESFH O RS HEAN)
(Inclusion in Gross Profit of Retained Income of Specified Foreign Subsidiary
Companies, etc. Related to Consolidated Corporations)

FARTFNEZOA RITHHT 28 ENRDAERBBREED OB, RIEI T L5
BT OFTET 2 B T HIZ 361 2 Z OFfRicx L TR S 2 RO AE DRI T
HIENOFEICH L THRINOIBOARICH L TELIIENLDE LTHSTTED D
AERERSHICEZET 260 (LR ZOFKIZBWT FESEFREFE] Lo, )
W, BEEFEEZIZBVWT, TORLGFEOSENOE R LIZbDE LT, BFTE
DD ETAITEY | BRSPS DOBFHIT D E YIRS FTis DO BFITAR D Bl K&
EANBUER —+ =5 —HE S ICHET H2RRGOR Y, FlEE OB Y ITRR 4
Do (LN ZOHEIZEWT [HEEREOREE] Lo, ) ORICET 2L %
g (T ZoRiCBWT HEHAMGREREHE] L\Wo, ) Z2AT L5412, £
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BRA O EOHICHIET 2D L L TEOMRRAE A IHEZ WS, LT
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DIEIWIZBWTHE L, ) OfFRME CERTARORNE-HICHRET i REZ VD, H
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ToZ DML N OB AR ORI GOSBOFE L, e0HICE AT D,
Article 68-90 (1) Where an affiliated foreign company related to any of the

following consolidated corporations, which falls under the category of affiliated
foreign company specified by a Cabinet Order as a company whose tax burden
to be imposed on its income earned in a state or territory where its head office
or principal office is located is significantly lower than the tax burden to be
imposed on the income of a corporation in Japan (hereinafter referred to in this

Subsection as a "specified foreign subsidiary company, etc."), in each business

year, retains as part of the amount of undistributed income, pursuant to the

provision of a Cabinet Order, any amount that is adjusted, with respect to the
said amount of undistributed income, based on the tax amount pertaining to
the said amount of undistributed income and the amount of dividend of surplus,
dividend of profit or distribution of surplus prescribed in Article 23(1)(i) of the

Corporation Tax Act (hereinafter referred to in this paragraph as "dividend of

surplus, etc.") (such adjusted amount hereinafter referred to in this Article as

"eligible retained income"), the amount equivalent to the part of eligible

retained income which is calculated pursuant to the method specified by a

Cabinet Order as the amount of income corresponding to the number of shares,

etc. of the said specified foreign subsidiary company, etc. held by the

consolidated corporation through direct and/or indirect ownership, while taking
into consideration the contents of the claim (meaning a claim prescribed in

Article 66-6(1); the same shall apply in item (i)) vested in such shares, etc.

(meaning shares or capital contributions; the same shall apply in this

paragraph) (such part of eligible retained income hereinafter referred to in this

Subsection as "individually taxable retained income") shall be deemed to be the

amount of the consolidated corporation's profit, and included in its gross profit

in the calculation of the amount of its consolidated income for the consolidated
business year that includes the day on which two months have elapsed since
the day following the last day of the relevant business year:

—  ZOHT HHERRE O EE &K O EERA ORRE O D Y iZAE RS0
FATHERASUTIHE (YEANEBRSHELN AT 5O EZRLS, ) ORI
ITHREED 5 IO LEIE CUAAERERSIEN RO A O NETITBITDEANT
HOLGEICIE, YEEAELEENENADONETIZED DEIGOWT I EWEIA,
RN T TEEKOHEBEOAERBRBSERANEFORARIEG] &0 D, ) DNED
DOILL ETod L HREEAN

(i) A consolidated corporation that holds shares, etc. of the affiliated foreign
company through direct and/or indirect ownership, the ratio of whose shares,
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etc. to the total number or total amount of issued shares of or capital

contributions to the said affiliated foreign company (excluding the shares, etc.

held by the said affiliated foreign company) (in the case where the said
foreign affiliated company is a corporation listed in (a) to (c): the said ratio or
the ratio listed in (a) to (c), whichever is larger; referred to in the next item
as the "direct and/or indirect ownership ratio for shares, etc. of an affiliated
foreign company") is five percent or more:

A R (RGO Y FICEATIRHEILEDL BDOICRD, UTZDFIZBNT
LT, ) OHENP—ETROKRAFEZIITL TWDIEN NTHIT AN TR
<o) ZOHT L YIERMRES O EEE K O RHERA ORI DD 754
E RIS ORI ORI D 5 BT D 5% &

(a) A corporation that issues shares, etc. in which more than one voting right
(limited to a voting right pertaining to a resolution on dividend of surplus,
etc.; hereinafter the same shall apply in this item) is vested (excluding a
corporation listed in (c)): The ratio of the number of voting rights in the
said affiliated foreign company held by the consolidated corporation
through direct and/or indirect ownership to the total number of voting
rights in the said affiliated foreign company

0 GERMEONENRLHHEAELHITLTVDHIEN ONTBIFEANZRRLS, )
Z DA L YA E BRSO ELEE K O IR OFE R IZ D < FIR B O R Y
FEOHO LA E BRSO FEDFFERMEICESEZIT L LN TEIRRE
DB EDRREAD 5 BIZH O HEIG

(b) A corporation that issues shares, etc. in which different claims are vested
(excluding a corporation listed in (c)): The ratio of the amount of dividend
of surplus, etc. based on the claim for the said affiliated foreign company
held by the consolidated corporation through direct and/or indirect
ownership to the total amount of dividend of surplus, etc. receivable based
on the claims vested in the shares, etc. of the said affiliated foreign
company

N RIRAEDED — TR WSS L OFEREONR DR DR EFE LT LT
DIEN A XTI IZED HEIGONT I EWEIE

(c) A corporation that issues both shares, etc. in which more than one voting
right is vested and shares, etc. in which different claims are vested: The
ratio specified in (a) or the ratio specified in (b), whichever is larger

= EEROMEZEONEBRSHRAEDORARIG D E S O ETH 5 — DIFEEKE

FEIN—=TIET DEMEN (FT5 I8 2 EREANZRLS, )

(i1) A consolidated corporation that belongs to a family shareholder group
whose direct and/or indirect ownership ratio for shares, etc. of the foreign
affiliated company is five percent or more (excluding the consolidated

corporation listed in the preceding item).
HIEIZB W T, ROZZITH/IT 5 HFEOERIT. YA FIIEDD L AL D,
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(2) In the preceding paragraph, the meanings of the terms listed in the following
items shall be as prescribed respectively in those items:

— AERREE BEARATAROARE HE - SICHET 2AEBERS TV 9,

(i) Foreign affiliated company: A foreign corporation prescribed in Article 66-
6(2)(1)

ORWGEEOEE  FEENE TS OSFEFE 0PRSS  FTFOeREIC
DE EABUER O ZOERICEDFFEFEOTIFOSFHOFHEICET LD L
LTHEE CEDLIEBEICIVHBE LG EEHL LTHATEDDLLE ALY
YA FHEEERGO BT EHELINIZBIE LB FEFE IO TALZXREBOSE
IR DI L INZ T &FE VD,

(i) Amount of undistributed income: An amount adjusted, with respect to the
amount of income of a specified foreign subsidiary company, etc. in its
settlement of accounts for each business year, pursuant to the method
specified by a Cabinet Order, based on the amount calculated in accordance
with the standards specified by a Cabinet Order in a manner equivalent to
the manner for calculating the amount of income for each business year
pursuant to the Corporation Tax Act and this Act, in terms of the amount of
loss incurred in each of the business years that commenced within seven
years before the first day of the relevant business year

= EEROMERA ORNEFEOR FARTAREONRE ZHE =5 ICHET DEER
OMHEERA OREFEOEZ N I,

(iii) Number of shares, etc. (held) through direct and/or indirect ownership: The
number of shares, etc. (held) through direct and/or indirect ownership
prescribed in Article 66-6(2)(iii)

MU EEE R OHIBEORA ORI DR AT AREONRE _HE W SICHET D EHE K
O R A DFEIRME D Z N ),

(iv) Number of voting rights (held) through direct and/or indirect ownership:
The number of voting rights (held) through direct and/or indirect ownership
prescribed in Article 66-6(2)(iv)

T EEEM O OFE RIS S RIRGORL Y FEDOR  HARFARKONRNE H
B IZRE T D M ORHEERA OFE RKHEIZE S RIREGOR Y FEDOFHZ N D,

(v) Amount of dividend of surplus, etc. based on the claims (held) through
direct and/or indirect ownership: The amount of dividend of surplus, etc.
based on the claims (held) through direct and/or indirect ownership
prescribed in Article 66-6(2)(v)

N OREMRET V—T BARTAREONRNE THFENSIRET HRERES V—T %
AN

(vi) Family shareholder group: The family shareholder group prescribed in
Article 66-6(2)(vi)
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(3) With regard to the application of the provision of paragraph (1) in the case
where a specified foreign subsidiary company, etc. related to a consolidated
corporation listed in each item of paragraph (1) (excluding a company engaged
in, as its principal business, the holding of shares (including capital
contributions) or bonds, the provision of industrial property rights or any other
rights concerning technology, production methods involving special technology
or any other equivalent rights or methods (including the right to use these
rights) or copyrights (including rights of publication, neighboring rights and
any other equivalent rights) or the lending of vessels or aircrafts) has an office,
store, factory or any other fixed facility that is considered to be necessary for
conducting its principal business in the state or territory where its head office
or principal office is located, and takes charge of managing, controlling and
operating the business by itself (referred to as the "case where a specified
foreign subsidiary company, etc. has a fixed facility" in the next paragraph),
the phrase "amount that is adjusted" in the said paragraph shall be deemed to
be replaced with "amount that is adjusted,..., after deducting therefrom the
amount equivalent to ten percent of the amount of expense specified by a
Cabinet Order as a personnel expense for people engaged in the business at the
said specified foreign subsidiary, etc."

4 FH-HRKRORETEOBEIL, F—HAZICHT 28 EENRDATEICHE T D25/ E
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(4) Where a specified foreign subsidiary company, etc. prescribed in the
preceding paragraph that is related to a consolidated corporation listed in each
item of paragraph (1) has a fixed facility in the state or territory where its
head office or principal office is located, and falls under any of the cases listed
in the following items depending on the type of business listed in the following
items to which its principal business corresponds in each business year, the
provisions of paragraph (1) and the preceding paragraph shall not apply to the
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eligible retained income of the said specified foreign subsidiary company, etc.

for the relevant business year:
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(1) Wholesale business, banking business, trust business, securities business,
Insurance business, water transportation business or air transportation
business: The case specified by a Cabinet Order in which the said specified
foreign subsidiary company, etc. conducts business mainly with a person
other than [1] a resident listed in each item of Article 40-4(1) who is related
to the said specified foreign subsidiary company, etc., [2] a domestic
corporation listed in each item of Article 66-6(1) that is related to the said
specified foreign subsidiary company, etc., [3] a consolidated corporation
listed in each item of paragraph (1) that is related to the said specified
foreign subsidiary company, etc. or [4] any other person specified by a
Cabinet Order as being equivalent to the persons mentioned in [1] to [3]

ORI 2 FELSNOFE ZoFREL T L UTRE I T 2 FHTOFME
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(i1) Business other than those listed in the preceding item: The case specified
by a Cabinet Order in which the said specified foreign subsidiary company,
etc. conducts a business mainly in the state or territory where its head office
or principal office is located (including the water areas belonging to the said
state or territory which are specified by a Cabinet Order prescribed in Article
66-6(4)(ii)).
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(5) A consolidated parent corporation related to a consolidated corporation listed
in each item of paragraph (1) shall attach a balance sheet and profit and loss
statement for each business year regarding the specified foreign subsidiary
company, etc. related to the said consolidated corporation as well as any other
documents specified by an Ordinance of the Ministry of Finance, to its
consolidated final return form (meaning a consolidated final return form
prescribed in Article 2(xxxii) of the Corporation Tax Act; the same shall apply
in the next paragraph) for the consolidated business year that includes the day
on which two months have elapsed since the day following the last day of the
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relevant business year.
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(6) The provisions of paragraph (3) and paragraph (4) shall apply only where the
consolidated corporation has attached, to its consolidated final return form, a
document stating that these provisions shall apply, and the consolidated
corporation or the consolidated parent corporation related to the said
consolidated corporation has preserved the documents or any other materials
that certify that these provisions shall apply.
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(7) Where a consolidated corporation holds, directly or indirectly, a beneficial
right of a foreign trust (meaning a foreign investment trust prescribed in
Article 2(22) of the Act on Investment Trust and Investment Corporation,
which is similar to a specified investment trust prescribed in Article 68-3-3(1);
hereinafter the same shall apply in this paragraph), the trustee of the said
foreign trust shall be deemed to be a different person for each of the trust
assets, etc. under the said foreign trust (meaning assets and liabilities
included in the trust property and profits and expenses attributed to the said
trust property; hereinafter the same shall apply in this paragraph) and the
trustee's own assets, etc. (meaning the trustee's assets and liabilities as well as
profits and expenses other than those included in the trust assets, etc. under
the foreign trust), and the provisions of this Article (excluding paragraph (3),
paragraph (4) and the preceding paragraph) to Article 68-93 shall be applied
thereto.

8 EABUEFENEOANE HEOENEO OB EIL, FHEORELZEH T2 5HAC
DWTHEF 5%,

(8) The provisions of Article 4-6(2) and Article 4-7 of the Corporation Tax Act
shall apply in the case where the provision of the preceding paragraph shall

apply.
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Article 68-91 (1) Where a consolidated corporation listed in each item of
paragraph (1) of the preceding Article is subject to the provision of the said
paragraph, any part of the amount of foreign corporation tax (meaning foreign
corporation tax prescribed in Article 69(1) of the Corporation Tax Act; the same
shall apply in the next paragraph) to be imposed on the income of a specified
foreign subsidiary company, etc. related to the said consolidated corporation,
which is calculated pursuant to the method specified by a Cabinet Order as
corresponding to the individually taxable retained income of the said specified
foreign subsidiary company, etc. (up to the amount equivalent to the said
individually taxable retained income) shall, pursuant to the provision of a
Cabinet Order, be deemed to be the amount of individually creditable foreign
corporation tax (meaning the amount of individually creditable corporation tax
prescribed in Article 81-15(1) of the said Act; hereinafter the same shall apply
in this Subsection) paid by the said consolidated corporation, and the
provisions of Article 81-15(1) to (7), (10) and (15) to (17) shall be applied
thereto. In this case, in paragraph (10) of the said Article, the phrase "any part
of the amount..., which shall be deemed to be payable by the said consolidated
corporation pursuant to the provision of paragraph (8)" shall be deemed to be
replaced with "any part of the amount..., which shall be deemed to be payable
by the said consolidated corporation pursuant to the provision of paragraph (8)
and any part of the amount of foreign corporation tax to be imposed on the
income of a specified foreign subsidiary company, etc. prescribed in Article 68-
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91(1) of the Act on Special Measures Concerning Taxation (Credit for Foreign
Tax on Individually Taxable Retained Income of Specified Foreign Subsidiary
Companies, etc. of Consolidated Corporations), which shall be deemed to be
payable by the said consolidated corporation pursuant to the provision of
Article 68-91(1) of the said Act", the phrase "any part of the amount..., which
shall be deemed to be payable by the said consolidated corporation pursuant to
the provision of paragraph (8) of the said Article" shall be deemed to be
replaced with "any part of the amount..., which shall be deemed to be payable
by the said consolidated corporation pursuant to the provision of paragraph (8)
and any part of the amount of foreign corporation tax to be imposed on the
income of a specified foreign subsidiary company, etc. prescribed in Article 66-
7(1) of the said Act (Credit for Foreign Tax on Taxable Retained Income of
Specified Foreign Subsidiary Companies, etc. of Domestic Corporations), which
shall be deemed to be payable by the said consolidated corporation pursuant to
the provision of Article 66-7(1) of the said Act", and the phrase "paragraph (1)
to paragraph (3) of the said Article" shall be deemed to be replaced with
"Article 69(1) to (3)."
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(2) Where a domestic corporation is, in each business year (excluding a period
that is included in a consolidated business year), subject to the provision of
paragraph (1) of Article 66-6 with respect to the amount equivalent to the
taxable retained income prescribed in the said paragraph of a specified foreign
subsidiary company, etc. prescribed in the said paragraph that is related to the
said domestic corporation, if foreign corporation tax shall be imposed on the
income of the said specified foreign subsidiary company, etc. during the period
of each consolidated business year beginning after the last day of the business
year during which the said domestic corporation has been subject to the said
provision, the said taxable retained income of the said specified foreign
subsidiary company, etc. shall be deemed to be the individually taxable
retained income of a specified foreign subsidiary company, etc. prescribed in
the preceding paragraph, and the amount of the said foreign corporation tax to
be imposed on the income of a specified foreign subsidiary company, etc.
prescribed in paragraph (1) of the said Article shall be deemed to be the
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amount of foreign corporation tax to be imposed on the income of a specified
foreign subsidiary company, etc. prescribed in the preceding paragraph
respectively, and the provision of the said paragraph shall be applied thereto.
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(3) Where a consolidated corporation listed in each item of paragraph (1) of the
preceding Article is subject to the provision of the said paragraph with respect
to the amount equivalent to the individually taxable retained income of a
specified foreign subsidiary company, etc. that is subject to the provision of the
said paragraph, and the said consolidated corporation is also subject to the
provision of Article 81-15(1) to (3) of the Corporation Tax Act pursuant to the
provision of paragraph (1), the amount that is deemed to be the amount of
individually creditable foreign corporation tax pursuant to the provision of
paragraph (1) shall be included in the amount of gross profit in the calculation
of the amount of consolidated income of the said consolidated corporation for
the consolidated business year specified by a Cabinet Order.
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Article 68-92 (1) Where an event listed in item (i) or item (ii) has occurred with
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regard to a specified foreign subsidiary company, etc. related to a consolidated
corporation that has been subject to the provision of Article 68-90(1), or where
an event listed in item (iii) has occurred with regard to an affiliated foreign
company prescribed in Article 68-90(2)(i) (limited to an affiliated foreign
company that has received, from the said specified foreign subsidiary company,
etc., payment of dividend of surplus, dividend of profit or distribution of
surplus prescribed in Article 23(1)(i) of the Corporation Tax Act (hereinafter
referred to in this paragraph as "dividend of surplus, etc.") (such payment shall
include the delivery listed in item (ii) of the amount specified in the said item),
which is specified by a Cabinet Order; hereinafter the same shall apply in this
paragraph) that is related to the said consolidated corporation, if the
individually taxable retained income of the said specified foreign subsidiary
company, etc. in each consolidated business year of the said consolidated
corporation that commenced within ten years before the first day of the
consolidated business year that includes the day on which the relevant event
has occurred (hereinafter referred to in this Article as "each consolidated
business year within the preceding ten years"), contains any amount included
in the amount of gross profit in the calculation of the amount of the said
consolidated corporation's consolidated income for each consolidated business
year within the preceding ten years pursuant to the provision of Article 68-
90(1) (excluding any amount included in the amount of deductible expense for
each consolidated business year within the preceding ten years pursuant to the
provision of this paragraph; hereinafter referred to in this Article as
"individually taxed amount of retained income" and the next Article), such
individually taxed amount of retained income shall be included in the amount
of deductible expense in the calculation of the amount of the said consolidated
corporation's consolidated income for the consolidated business year that
includes the day on which the relevant event has occurred, up to the amount
equivalent to the amount calculated pursuant to the method specified by a
Cabinet Order as part of the amount specified by each of the following items
for the type of event corresponding to the event that has occurred with regard
to the said specified foreign subsidiary company, etc. or the said foreign
affiliated company, which is appropriated from the individually taxable
retained income pertaining to the said consolidated corporation:
— FIREGORYEDOII FOII D RREOR Y FEDOH
(1) Payment of dividend of surplus, etc.: The amount of dividend of surplus, etc.
to be paid
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(i1) Delivery of money or any other assets by reason of the occurrence of any of
the events listed in the items of Article 24(1) of the Corporation Tax Act: The
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amount equivalent to the amount of profit reserve which is to be decreased
due to the delivery
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(iii) Payment of dividend of surplus, etc. to the said consolidated corporation or
delivery of money or any other assets to the to the said consolidated
corporation by reason of the occurrence of any of the events listed in the
items of Article 24(1) of the Corporation Tax Act: The amount equivalent to
the amount of profit reserve which is to be decreased due to the amount of
dividend of surplus, etc. to be paid or the delivery
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(2) Where a consolidated corporation has a business year that commenced within
ten years before the first day of the consolidated business year that includes
the day on which the event listed in any item of the preceding paragraph has
occurred, which is not included in a consolidated business year, and has a
taxed amount of retained income (meaning a taxed amount of retained income
prescribed in Article 66-8(1); hereinafter the same shall apply in this Article)
for the said business year that is not included in a consolidated business year,
with regard to the application of the provision of the preceding paragraph, such
taxed amount of retained income shall be deemed to be an individually taxed
amount of retained income for each consolidated business year within the
preceding ten years which corresponds to the period of the said business year.
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(3) Where a consolidated corporation has acquired, as a result of a qualified
merger, qualified company split, qualified capital contribution in kind or
qualified post-formation acquisition of assets and/or liabilities (hereinafter
referred to in this paragraph as a "qualified merger, etc."), the transfer of the
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whole or part of the number of shares, etc. of a specified foreign subsidiary

company, etc. held through direct and/or indirect ownership prescribed in

Article 66-6(2)(iii) (hereinafter referred to in this paragraph as the "number of

shares, etc. held through direct and/or indirect ownership") by the merged

corporation, the split corporation, the corporation making a capital
contribution-in-kind or the corporation effecting post-formation acquisition of
assets and/or liabilities, with regard to the application of the provision of
paragraph (1) in the consolidated business year that includes the date of the
said qualified merger, etc. and each subsequent consolidated business year of
the said consolidated corporation, the amount specified in each of the following
items for the category of qualified merger, etc. listed in the relevant item shall,
pursuant to the provision of a Cabinet Order, be deemed to be the individually
taxed amount of retained income of the said consolidated corporation for each
consolidated business year within the preceding ten years:
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(i) Qualified merger: The individually taxed amount of retained income or
taxed amount of retained income of the merged corporation involved in the
qualified merger for each business year within ten years before the merger
(meaning each consolidated business year or each business year that
commenced within ten years before the date of the qualified merger)
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(i1) Qualified split-off-type company split: Any part of the individually taxed
amount of retained income or taxed amount of retained income of the split
corporation involved in the qualified split-off-type company split for each
business year within ten years before the company split (meaning each
consolidated business year or each business year that commenced within ten
years before the date of the qualified split-off-type company split; the same
shall apply in the next paragraph), which is calculated pursuant to the
method specified by a Cabinet Order as the amount of income corresponding
to the number of shares, etc. of the said specified foreign subsidiary company,
etc. transferred to and therefore held by the said consolidated corporation
through direct and/or indirect ownership as a result of the said qualified
split-off-type company split, while taking into consideration the contents of
the claim prescribed in Article 66-6(1)
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(iii) Qualified spin-off-type company split, qualified capital contribution in kind
or qualified post-formation acquisition of assets and/or liabilities (hereinafter
referred to in this item as "qualified spin-off-type company split, etc."): Any
part of the individually taxed amount of retained income or taxed amount of
retained income of the split corporation, corporation making a capital
contribution in kind or corporation effecting a post-formation acquisition of
assets and/or liabilities involved in the qualified spin-off-type company split,
etc. for each business year within ten years before the company split, etc.
(meaning each consolidated business year or each business year that
commenced within ten years before the first day of the consolidated business
year that includes the date of the qualified spin-off-type company split, etc.,
or each business year or each consolidated business year that commenced
within ten years before the first day of the business year that includes the
date of the qualified spin-off-type company split, etc.; the same shall apply in
the next paragraph), which is calculated pursuant to the method specified by
a Cabinet Order as the amount of income corresponding to the number of
shares, etc. of the said specified foreign subsidiary company, etc. transferred
to and therefore held by the said consolidated corporation through direct
and/or indirect ownership as a result of the said qualified spin-off-type
company split, while taking into consideration the contents of the claim
prescribed in Article 66-6(1)
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(4) Where the succeeding corporation in a company split, the corporation
receiving capital contribution in kind or the corporation receiving post-
formation acquisition of assets and/or liabilities (hereinafter referred to in this
paragraph as the "succeeding corporation in a company split, etc.") involved in
a qualified company split, qualified capital contribution in kind or qualified
post-formation acquisition of assets and/or liabilities (hereinafter referred to in
this paragraph as a "qualified company split, etc.") is subject to the provisions
of the preceding paragraph or Article 66-8(3), with regard to the application of
the provision of paragraph (1) in the consolidated business year that includes
the date of the said qualified company split, etc. and each subsequent
consolidated business year of the split corporation, the corporation making a
capital contribution in kind or the corporation effecting post-formation
acquisition of assets and/or liabilities (hereinafter referred to in this paragraph
as the "split corporation, etc.") involved in the said qualified company split, etc.,
no part of the individually taxed amount of retained income of the said split
corporation, etc. for each business year within ten years before the company
split or each business year within ten years before the company split, etc. shall
be deemed to be the individually taxed amount of retained income of the said
succeeding corporation in a company split, etc. for each consolidated business
year within the preceding ten years pursuant to the provision of the preceding
paragraph, or the taxed amount of retained income of the said succeeding
corporation in a company split, etc. for each business year within the preceding
ten years (meaning each business year within the preceding ten years
prescribed in paragraph (1) of the said Article).

5 H—HOBEIL, BB RSREIIR DG FEFE T FEFED D bk
T VOELTS S AR R X H AR LR Ol FE AR OB ARES RE =+ (1
HET A HEER SR VIR FEEFEEDORSE =+ S ET 2 E P EEICY
A2 A B RR B B8 O B SRR B B IR B OB CTRE o 5 FHIRIZ B3 2 B
BFEOWKMRH Y o, RHEOBEOWEM 250 K 5 &7 2 8 5 364 5L 0O Bk i &
HEHEIZ, REOHEICLVBEEOBHICEAINL BHEOBESHEANCEAT LHED
FLE R O OBREOFEICEA SN D SFEOFEIZET 2MEBORM R H 5545 12R
D, WHTZ, ZOHEICBNT, FEOHEICELVBEEOFEICEAIN DML,
UHHEIRDIZOBEDFHICHEAISN DL NE IR DL D LT 5,

(5) The provision of paragraph (1) shall apply only where a consolidated
corporation has filed a consolidated final return form prescribed in Article
2(3)(xxxii) of the Corporation Tax Act or a final return form prescribed in
Article 2(3)(xxxi) of the said Act for the earliest consolidated business year or
business year pertaining to the individually taxed amount of retained income
respectively and each subsequent consolidated business year, with a written
statement attached thereto regarding the said individually taxed amount of
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retained income or taxed amount of retained income and any other matters
specified by an Ordinance of the Ministry of Finance, and filed a consolidated
final return form, etc. for the consolidated business year for which the
consolidated corporation seeks the application of the provision of Article 2(3) of
the said Act, with an application made therein to seek the inclusion in
deductible expense of the amount to be included in the amount of deductible
expense pursuant to the provision of Article 2(3) of the said Act and a written
statement attached thereto regarding the calculation of the amount to be
included in the amount of deductible expense. In this case, the amount to be
included in the amount of deductible expense pursuant to the provision of
Article 2(3) of the said Act shall be limited to the amount to be included in the
amount of deductible expense based on the said application.

6 FBEERIZ. FHOHEBIZLIVEESEOHICEAINDSNEZ L LD 8B UIE
BIFRBLE A P L < TR IR 82 O A & TE O 2 FHOEH XL —
HBIZ D & BITTE O FEH O A E O TR A e W EL RS R E S B SO RIEIC R E T D
EREFEORENHOILGAEITBN TS, FHEO L SUIFMEDIRMN 2722027 2
LIZONTRLE/RVWEEFELRH D LERBDIGAICENT, 2o OBMEOR N
bolo & X1, ZORHEUTIAME DR N RN DT GFEIC D E FH—HOHE % H
THLIENTED,

(6) Even where a consolidated corporation has filed a consolidated final return
form, etc. or a final return form prescribed in paragraph (1) without the
application or written statement attached thereto as set forth in the preceding
paragraph regarding the whole or part of the necessary matters including [1]
the amount to be included in the amount of deductible expense pursuant to
paragraph (1), [2] the individually taxed amount of retained income or taxed
amount of retained income and [3] any other matters specified by an Ordinance
of the Ministry of Finance, the district director may, when he/she finds any
unavoidable reason for the consolidated corporation's failure to make a
necessary application or attach a necessary written statement as set forth in
the said paragraph, apply the provision of paragraph (1) to any amount for
which the application or written statement has not been made or attached,
only if such application and written statement are submitted.

7 B -HOBUEOBEM AT TEFENOREOBEIC LV BEEOEICEA S T E
UL, BEABEE N+ —F0+ =5 _HEOHENHEOBEDEATO>WTIE, Znb
DOREICHRET D IREOSBICEEND D & T 5130, EHEFEE L&D
FHRICE LR EREHIL, BB TED D,

(7) With regard to the application of the provisions of Article 81-13(2) and (4) of
the Corporation Tax Act, any amount included, pursuant to the provision of
paragraph (1), in the amount of deductible expense of a consolidated
corporation subject to the provision of the said paragraph shall be included in
the amount of consolidated income, etc. prescribed in these provisions, and any
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necessary matters concerning the calculation of the amount of consolidated
profit reserve shall be specified by a Cabinet Order.

FARTNEOIA = ERIEADPBENFNEONAE —HE FITHIT HENTEYE T D
MNEIPOHEICET HFEHE, FHEAFNFOI+—F —HOBEIZ L0 HEREEAM
L7z & Bip S 2 [EBIHERR T RANENE ABLOFHD 5 LEIKRF —HOBUEIZ L b 43#
i AR OEREPTS OB OFHE e OFICHE A ST ERIERBLG B RSBk
% b DOOEEZ DAT =4 OBE DI LR FHIL, Bm TED D,

Article 68-93 Matters concerning the determination as to whether or not a
consolidated corporation falls under any of the categories of corporation listed
in the items of Article 68-90(1), the treatment of the part of the amount of
individually creditable foreign corporation tax that shall be deemed to be paid
by a consolidated corporation pursuant to the provision of Article 68-91(1),
which pertains to the individually taxed amount of retained income included in
the amount of deductible expense in the calculation of the amount of
consolidated income for each consolidated business year pursuant to the
provision of paragraph (1) of the preceding Article, and other necessary
matters concerning the application of the provisions of the preceding three
Articles shall be specified by a Cabinet Order.

B BHREAKREZETHHIEMBENRDIFESNEEANCKLFHOR
i D

Subsection 3 Special Provisions for Taxation on Income of Specified
Foreign Corporations Related to Consolidated Corporations That Are
Specially-Related Shareholders, etc.

(RFERBAGRIL 3255 T & 2 B E N IR D R EA EE N OB IREF O H )

(Inclusion in Gross Profit of Retained Income of Specified Foreign Corporations
Related to Consolidated Corporations That Are Specially-Related
Shareholders, etc.)
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Article 68-93-6 (1) Where, between a specially-related shareholder, etc. (meaning

a person who falls under the category of specified shareholder, etc. as well as
an individual and a corporation having a special relationship therewith as
specified by a Cabinet Order; hereinafter the same shall apply in this
Subsection) and a specially-related domestic corporation, there is a special
relationship (meaning a relationship specified by a Cabinet Order as a
relationship whereby the said specially-related shareholder, etc. indirectly
holds shares or capital contributions that account for 80 percent or more of the
total number or total amount of issued shares of or capital contributions to the
said specially-related domestic corporation (excluding the shares or capital
contributions held by the corporation; hereinafter referred to in this paragraph
as "issued shares, etc."), and a foreign corporation specified by a Cabinet Order
as acting as an intermediary between the said specially-related shareholder,
etc. and the said specially-related domestic corporation by way of the holding of
the issued shares, etc. (hereinafter referred to in this Subsection as an
"affiliated foreign corporation"), which falls under the category of affiliated
foreign corporation specified by a Cabinet Order as a corporation whose tax
burden to be imposed on its income earned in a state or territory where its
head office or principal office is located is significantly lower than a tax burden
to be imposed on the income of a corporation in Japan (hereinafter referred to
in this Subsection as a "specified foreign corporation"), in each business year
beginning on or after October 1, 2007, retains as part of the amount of
undistributed income, pursuant to the provision of a Cabinet Order, any
amount that is adjusted, with respect to the said amount of undistributed
income, based on the tax amount pertaining to the said amount of
undistributed income and the amount of dividend of surplus, etc. (meaning
dividend of surplus, dividend of profit or distribution of surplus prescribed in
Article 23(1)(i) of the Corporation Tax Act) (such adjusted amount hereinafter
referred to in this Article as "eligible retained income"), the amount equivalent
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to the part of eligible retained income which is calculated pursuant to the

method specified by a Cabinet Order as the amount of income corresponding to

the number of shares, etc. of the said specified foreign corporation held by the
consolidated corporation that is the said specially-related shareholder, etc.
through direct and/or indirect ownership, while taking into consideration the
contents of the claim prescribed in Article 66-9-6(1) vested in such shares or
capital contributions (such part of eligible retained income hereinafter referred
to in this Subsection as "individually taxable retained income") shall be
deemed to be the amount of profit of the consolidated corporation that is the
said specially-related shareholder, etc., and included in its gross profit in the
calculation of the amount of its consolidated income for the consolidated
business year that includes the day on which two months have elapsed since
the day following the last day of the relevant business year.

2 ZORIZBWT, ROKZITHIT L HFEOERIT, Y%A TITEDDL L IAITLD,

(2) In this Subsection, the meanings of the terms listed in the following items
shall be as prescribed respectively in those items:

— FEMTE EARTARXONONE HE - SIIHRET 2RERTEEFEZ VD,

(1) Specified shareholder, etc.: A specified shareholder, etc. prescribed in
Article 66-9-6(2)(1)

T ORRERBIRRNENEAN BN TFAREOINONE TIHE T BICHET 2 RN EE
ANZEW I,

(i1) Specially-related domestic corporation: A specially-related domestic
corporation prescribed in Article 66-9-6(2)(ii)

= RRGFEOEFE FENENENDOSFEFEORFIZESFIFOSEIZOE,
BEABUER N ORI L 2K FEFEOFTBOSEOFEIZET 0L LTH
BCEDLEEICLVHBE LIGHL KL LTHATEDD L ZAITE D Y%k
FEELEBAL O AT EELINICEM Lo S FEFE TRV TE U2 KB OSFITIR
HEEEIMA & E WD,

(iii) Amount of undistributed income: An amount adjusted, with respect to the
amount of income of a specified foreign corporation in its settlement of
accounts for each business year, pursuant to the method specified by a
Cabinet Order, based on the amount calculated in accordance with the
standards specified by a Cabinet Order in a manner equivalent to the
manner for calculating the amount of income for each business year pursuant
to the Corporation Tax Act and this Act, in terms of the amount of loss
incurred in each of the business years that commenced within seven years
before the first day of the relevant business year

PO e R OGO EDOH FHATAREOIONRE ZHENSITHET HE
P O BRA O EDOHZ W 9,

(iv) Number of shares, etc. held through direct and/or indirect ownership: The
number of shares, etc. held through direct and/or indirect ownership
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prescribed in Article 66-9-6(2)(iv)

3 FrERBAMRHREE TdH D ERTIENITR D FESNEEAN (R (WE 2 &, ) LS
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(3) With regard to the application of the provision of paragraph (1) in the case
where a specified foreign corporation related to a consolidated corporation that
is a specially-related shareholder, etc. (excluding a corporation engaged in, as
its principal business, the holding of shares (including capital contributions) or
bonds, the provision of industrial property rights or any other rights
concerning technology, production methods involving special technology or any
other equivalent rights or methods (including the right to use these rights) or
copyrights (including rights of publication, neighboring rights and any other
equivalent rights) or the lending of vessels or aircrafts) has an office, store,
factory or any other fixed facility that is considered to be necessary for
conducting its principal business in the state or territory where its head office
or principal office is located, and takes charge of managing, controlling and
operating the business by itself (referred to in the next paragraph as the "case
where a specified foreign corporation has a fixed facility"), the phrase "amount
that is adjusted" in the said paragraph shall be deemed to be replaced with
"amount that is adjusted,..., after deducting therefrom the amount equivalent
to ten percent of the amount of expense specified by a Cabinet Order as a
personnel expense for people engaged in the business at the said specified
foreign corporation."”

4 FH-HEKROETEOBEIL, FERBIRIK TS TH D8 ENITAR D [FIEIZHE T 2 Fr
TESMENE NN Z OARJE AT E T2 2 FHFT OFTET 2 E XTI 3 TR E iR % A
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BFAFEEDONTNICHEY T O2NE UYREFICEDLIGAICHEYT DL &, Y
R EANEEANDE DREE T 2 FEFE IR DB RE RS ONTIE, EHL
720,

(4) Where a specified foreign corporation prescribed in the preceding paragraph
related to a consolidated corporation that is a specially-related shareholder, etc.
has a fixed facility in the state or territory where its head office or principal
office is located, and falls under any of the cases listed in the following items
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depending on the type of business listed in the following items to which its

principal business corresponds in each business year, the provisions of

paragraph (1) and the preceding paragraph shall not apply to the eligible
retained income of the said specified foreign corporation for the relevant
business year:

— HITEHE, ST, (B, AR, RERZE. KEEIMZERE ZToFEEE
F & UTHEAESNEE NITER 2 Rk BN ENE N . FrkBIRREEZ o 2 b
DEIHET H2HLE L THATEDD bOUNDE L DOHTITOTWHEHE L LT
BTEDDLGH

(1) Wholesale business, banking business, trust business, securities business,
Insurance business, water transportation business or air transportation
business: The case specified by a Cabinet Order in which the said specified
foreign corporation conducts business mainly with a person other than [1] a
specially-related domestic corporation that is related to the said specified
foreign corporation, [2] a specially-related shareholder, etc. or [3] any other
person specified by a Cabinet Order as being equivalent to the persons
mentioned in [1] or [2]

TOAIEICIT A EESNOFEE FoFEXELTF L UTRE I ER D EEHTOE
5 [E S F e (4 R%E ST AR D KR TE SR SR DN IS 5 I HLE
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(i1) Business other than those listed in the preceding item: The case specified
by a Cabinet Order in which the said specified foreign corporation conducts
business mainly in the state or territory where its head office or principal
office is located (including the water areas belonging to the said state or
territory which are specified by a Cabinet Order prescribed in Article 66-
6(4)(i1).
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(5) A consolidated parent corporation related to a consolidated corporation that is
a specially-related shareholder, etc. shall attach a balance sheet and profit and
loss statement for each business year regarding the specified foreign
corporation related to the said consolidated corporation as well as any other
documents specified by an Ordinance of the Ministry of Finance, to its
consolidated final return form (meaning a consolidated final return form
prescribed in Article 2(xxxii) of the Corporation Tax Act; the same shall apply
in the next paragraph) for the consolidated business year that includes the day
on which two months have elapsed since the day following the last day of the
relevant business year.
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(6) The provisions of paragraph (3) and paragraph (4) shall apply only where the
consolidated corporation has attached, to its consolidated final return form, a
document stating that these provisions shall apply, and the consolidated
corporation that is a specially-related shareholder, etc. or the consolidated
parent corporation related to the said consolidated corporation has preserved
the documents or any other materials that certify that these provisions shall
apply.

7 FPERBAGRER T T H DR ENITAR DANEBRRIE AN S NS D U5 S —
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(7) The provision of paragraph (1) shall not apply where an affiliated foreign
corporation related to a consolidated corporation that is a specially-related
shareholder, etc. falls under the category of affiliated foreign company
prescribed in Article 68-90(2)(i) and the said consolidated corporation that is a
specially-related shareholder, etc. falls under the category of consolidated
corporation listed in each item of Article 68-90(1).

8 FERPARK TS ThH 2 HERIEADSINEEFE (REEFEACKEENIET DI
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Do

(8) Where a consolidated corporation that is a specially-related shareholder, etc.
holds, directly or indirectly, a beneficial right of a foreign trust (meaning a
foreign investment trust prescribed in Article 2(22) of the Act on Investment
Trust and Investment Corporation, which is similar to a specified investment
trust prescribed in Article 68-3-3(1); hereinafter the same shall apply in this
paragraph), the trustee of the said foreign trust shall be deemed to be a
different person for each of the trust assets, etc. under the said foreign trust
(meaning assets and liabilities included in the trust property and profits and
expenses attributed to the said trust property; hereinafter the same shall apply
in this paragraph) and the trustee's own assets, etc. (meaning the trustee's
assets and liabilities as well as profits and expenses other than those included
in the trust assets, etc. under the foreign trust), and the provisions of this
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Article (excluding paragraph (3), paragraph (4) and paragraph (6)) to Article
68-93-9 shall be applied thereto.

9 EABESBNELEONE _HEONENGZO EOBEIE., piEORELZ#EHAT H5HE81C
DOWTHERT D,

(9) The provisions of Article 4-6(2) and Article 4-7 of the Corporation Tax Act
shall apply mutatis mutandis in the case where the provision of the preceding
paragraph shall apply.
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Article 68-93-7 (1) Where a consolidated corporation that is a specially-related
shareholder, etc. is subject to the provision of paragraph (1) of the preceding
Article, any part of the amount of foreign corporation tax (meaning foreign
corporation tax prescribed in Article 69(1) of the Corporation Tax Act; the same
shall apply in the next paragraph) to be imposed on the income of a specified
foreign corporation related to the said consolidated corporation, which is
calculated pursuant to the method specified by a Cabinet Order as
corresponding to the individually taxable retained income of the said specified
foreign corporation (up to the amount equivalent to the said individually
taxable retained income) shall, pursuant to the provision of a Cabinet Order,
be deemed to be the amount of individually creditable foreign corporation tax
(meaning the amount of individually creditable corporation tax prescribed in
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Article 81-15(1) of the said Act; hereinafter the same shall apply in this
Subsection) paid by the said consolidated corporation, and the provisions of
Article 81-15(1) to (7), (10) and (15) to (17) shall be applied thereto. In this case,
in paragraph (10) of the said Article, the phrase "any part of the amount...,
which shall be deemed to be payable by the said consolidated corporation
pursuant to the provision of paragraph (8)" shall be deemed to be replaced with
"any part of the amount..., which shall be deemed to be payable by the said
consolidated corporation pursuant to the provision of paragraph (8) and any
part of the amount of foreign corporation tax to be imposed on the income of a
specified foreign corporation prescribed in Article 68-93-7(1) of the Act on
Special Measures Concerning Taxation (Credit for Foreign Tax on Individually
Taxable Retained Income of Specified Foreign Corporations), which shall be
deemed to be payable by the said consolidated corporation pursuant to the
provision of Article 68-93-7(1) of the said Act", the phrase "any part of the
amount..., which shall be deemed to be payable by the said consolidated
corporation pursuant to the provision of paragraph (8) of the said Article" shall
be deemed to be replaced with "any part of the amount..., which shall be
deemed to be payable by the said consolidated corporation pursuant to the
provision of paragraph (8) and any part of the amount of foreign corporation
tax to be imposed on the income of a specified foreign corporation prescribed in
Article 66-9-7(1) of the said Act (Credit for Foreign Tax on Taxable Retained
Income of Specified Foreign Corporations), which shall be deemed to be payable
by the said consolidated corporation pursuant to the provision of Article 66-9-
7(1) of the said Act", and the phrase "paragraph (1) to paragraph (3) of the said
Article" shall be deemed to be replaced with "Article 69(1) to (3)."
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(2) Where a domestic corporation that is a specially-related shareholder, etc. is,
in each business year (excluding a period that is included in a consolidated
business year), subject to the provision of paragraph (1) of Article 66-9-6 with
respect to the amount equivalent to the taxable retained income prescribed in
the said paragraph of a specified foreign corporation prescribed in the said
paragraph that is related to the said domestic corporation, if foreign
corporation tax shall be imposed on the income of the said specified foreign
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corporation during the period of each consolidated business year beginning
after the last day of the business year during which the said domestic
corporation has been subject to the said provision, the said taxable retained
income of the said specified foreign corporation shall be deemed to be the
individually taxable retained income of a specified foreign corporation
prescribed in the preceding paragraph, and the amount of the said foreign
corporation tax to be imposed on the income of a specified foreign corporation
prescribed in paragraph (1) of the said Article shall be deemed to be the
amount of foreign corporation tax to be imposed on the income of a specified
foreign corporation prescribed in the preceding paragraph respectively, and the
provision of the said paragraph shall be applied thereto.
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(3) Where a consolidated corporation that is a specially-related shareholder, etc.
is subject to the provision of paragraph (1) of the preceding Article with respect
to the amount equivalent to the individually taxable retained income of a
specified foreign corporation that is subject to the provision of the said
paragraph, and the said consolidated corporation is also subject to the
provision of Article 81-15(1) to (3) of the Corporation Tax Act pursuant to the
provision of paragraph (1), the amount that is deemed to be the amount of
individually creditable foreign corporation tax pursuant to the provision of
paragraph (1) shall be included in the amount of gross profit in the calculation
of the amount of consolidated income of the said consolidated corporation for
the consolidated business year specified by a Cabinet Order.
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Article 68-93-8 (1) Where an event listed in item (i) or item (ii) has occurred with
regard to a specified foreign corporation related to a consolidated corporation
that has been subject to the provision of Article 68-93-6(1), or where an event
listed in item (ii1) has occurred with regard to an affiliated foreign corporation
(limited to an affiliated foreign corporation that has received, from the said
specified foreign corporation, payment of dividend of surplus, dividend of profit
or distribution of surplus prescribed in Article 23(1)(i) of the Corporation Tax
Act (hereinafter referred to in this paragraph as "dividend of surplus, etc.")
(such payment shall include the delivery listed in item (ii) of the amount
specified in the said item), which is specified by a Cabinet Order; hereinafter
the same shall apply in this paragraph) that is related to the said consolidated
corporation, if the individually taxable retained income of the said specified
foreign corporation in each consolidated business year of the said consolidated
corporation that commenced within ten years before the first day of the
consolidated business year that includes the day on which the relevant event
has occurred (hereinafter referred to in this Article as "each consolidated
business year within the preceding ten years"), contains any amount included
in the amount of gross profit in the calculation of the amount of the said
consolidated corporation's consolidated income for each consolidated business
year within the preceding ten years pursuant to the provision of Article 68-93-
6(1) (excluding any amount included in the amount of deductible expense for
each consolidated business year within the preceding ten years pursuant to the
provision of this paragraph; hereinafter referred to in this Article and the next
Article as "individually taxed amount of retained income"), such individually
taxed amount of retained income shall be included in the amount of deductible
expense in the calculation of the amount of the said consolidated corporation's
consolidated income for the consolidated business year that includes the day on
which the relevant event has occurred, up to the amount equivalent to the
amount calculated pursuant to the method specified by a Cabinet Order as part
of the amount specified by each of the following items for the type of event
corresponding to the event that has occurred with regard to the said specified
foreign corporation or the said foreign affiliated corporation, which is
appropriated from the individually taxable retained income pertaining to the
said consolidated corporation:
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(1) Payment of dividend of surplus, etc.: The amount of dividend of surplus, etc.
to be paid
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(i1) Delivery of money or any other assets by reason of the occurrence of any of
the events listed in the items of Article 24(1) of the Corporation Tax Act: The
amount equivalent to the amount of profit reserve which is to be decreased
due to the delivery
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(ii1) Payment of dividend of surplus, etc. to the said consolidated corporation or
delivery of money or any other assets to the said consolidated corporation by
reason of the occurrence of any of the events listed in the items of Article
24(1) of the Corporation Tax Act: The amount equivalent to the amount of
profit reserve which is to be decreased due to the amount of dividend of
surplus, etc. to be paid or the delivery
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(2) Where a consolidated corporation that is a specially-related shareholder, etc.
has a business year that commenced within ten years before the first day of the
consolidated business year that includes the day on which the event listed in
any item of the preceding paragraph has occurred, which is not included in a
consolidated business year, and has a taxed amount of retained income
(meaning a taxed amount of retained income prescribed in Article 66-9-8(1);
hereinafter the same shall apply in this paragraph) for the said business year
that is not included in a consolidated business year, with regard to the
application of the provision of the preceding paragraph, such taxed amount of
retained income shall be deemed to be an individually taxed amount of
retained income for each consolidated business year within the preceding ten
years which corresponds to the period of the said business year.
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(3) The provisions of Article 68-92(3) to (6) shall apply mutatis mutandis in the
case where the provision of paragraph (1) shall apply. In this case, each term
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or phrase listed in the middle column of the table below that appears in the

provision listed in the upper [left hand] column of the same table shall be

deemed to be replaced with the corresponding term or phrase listed in the

lower [right hand] column of the same table.

FATIINED I
+ T3 IR
Article 68-92(3)

HREE N D3 s S OF
consolidated corporation has
acquired, as a result of a
qualified merger
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15N DA A DF
consolidated corporation
that is a specially-related
shareholder, etc. prescribed
in Article 68-93-6(1)
(hereinafter referred to in
this paragraph as a
"specially-related
shareholder, etc.") which is
related to a specially-
related domestic
corporation prescribed in
Article 68-93-6(2)(ii)
(hereinafter referred to in
this paragraph as a
"specially-related domestic
corporation") has acquired,
as a result of a qualified
merger
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by the merged corporation...or
the corporation effecting post-

formation acquisition of
assets and/or liabilities
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by the merged
corporation...or the
corporation effecting post-
formation acquisition of
assets and/or liabilities
that is a specially-related
shareholder, etc. related to
the said specially-related
domestic corporation
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of a specified foreign
subsidiary company, etc. held
through direct and/or indirect

ownership prescribed in
Article 66-6(2)(ii)
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of a specified foreign
corporation prescribed in
paragraph (1) of the said
Article (hereinafter
referred to in this
paragraph as a "specified
foreign corporation") held
through direct and/or
indirect ownership
prescribed in paragraph
(2)(iv) of the said Article
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of paragraph (1)
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of Article 68-93-8(1)
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deemed to be the individually
taxed amount of retained
income
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deemed to be the
individually taxed amount
of retained income
(meaning the individually
taxed amount of retained
income prescribed in the
said paragraph [Article 68-
93-8(1)]; hereinafter the
same shall apply through
to paragraph (6))
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Article 68-

92(3)(1)
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or taxed amount of retained
income
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or taxed amount of
retained income (meaning
the taxed amount of
retained income prescribed
in Article 66-9-8(1);
hereinafter the same shall
apply through to paragraph
(6)
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Article 68-
92(3)(ii) and
(iii)

FrE s E T2t
specified foreign subsidiary
company, etc.
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specified foreign
corporation
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Article 66-6(1)
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Article 66-9-6(1)
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Article 68-92(4)
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preceding paragraph or
Article 66-8(3)
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preceding paragraph as
applied mutatis mutandis
pursuant to Article 68-93-
8(3), or Article 66-8(3) as
applied mutatis mutandis
pursuant to Article 66-9-
8(3)

H—IHD
of paragraph (1)
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of Article 68-93-8(1)
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of the preceding paragraph
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of the preceding paragraph
as applied mutatis
mutandis pursuant to
paragraph (3) of the said
Article

eS|
paragraph (3) of the said
Article
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Article 66-8(3) as applied
mutatis mutandis pursuant
to Article 66-9-8(3)

RS |
paragraph (1) of the said
Article
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Article 66-9-8(1)
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Article 68-92(5) Article 68-93-8(1)
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Article 68-92(6)

paragraph (1)

TH
Article 68-93-8(1)
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preceding paragraph as
applied mutatis mutandis
pursuant to paragraph (3)
of the said Article
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(4) The provision of Article 68-92(7) shall apply mutatis mutandis to the amount
included, pursuant to the provision of paragraph (1), in the amount of
deductible expense of a consolidated corporation that is a specially-related

shareholder, etc. subject to the provision of the said paragraph.
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Article 68-93-9 Matters concerning the determination as to whether or not there
is a specified relationship prescribed in Article 68-93-6(1) between a specially-
related shareholder, etc. and a specially-related domestic corporation, the
treatment of the part of the amount of individually creditable foreign
corporation tax that shall be deemed to be paid by a consolidated corporation
that is a specially-related shareholder, etc. pursuant to the provision of Article
68-93-7(1), which pertains to the individually taxed amount of retained income
included in the amount of deductible expense in the calculation of the amount
of consolidated income for each consolidated business year pursuant to the
provision of paragraph (1) of the preceding Article, and other necessary
matters concerning the application of the provisions of the preceding three
Articles shall be specified by a Cabinet Order.
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