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ANY TAX ADVICE IN THIS COMMUNICATION IS NOT INTENDED OR 
WRITTEN BY KPMG LLP TO BE USED, AND CANNOT BE USED, BY A 
CLIENT OR ANY OTHER PERSON OR ENTITY FOR THE PURPOSE OF  
(i) AVOIDING PENALTIES THAT MAY BE IMPOSED ON ANY TAXPAYER OR 
(ii) PROMOTING, MARKETING OR RECOMMENDING TO ANOTHER PARTY 
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Preface

KPMG LLP’s (KPMG) Film Financing and Television Programming: A Taxation 
Guide, now in its sixth edition, is a fundamental resource for film and television 
producers, attorneys, tax, and finance executives involved with the commercial 
side of film and television production.  The guide is recognized as a valued 
reference tool for motion picture and television industry professionals.  
Its primary focus is on the tax and business needs of the film and television 
industry with information drawn from the knowledge of KPMG International’s 
global network of media and entertainment Tax professionals.

KPMG published the first guide more than 15 years ago as a resource for global 
coverage of incentives and tax updates as they apply to the film and television 
industry. Subsequent editions expanded into coverage of financing techniques, 
credits/incentives, and a thorough appendix of withholding tax rates–a valuable 
reference tool for all finance and tax professionals.

Each chapter of the sixth edition focuses on a single country and provides a 
description of commonly used financing structures in film and television, as 
well as their potential commercial and tax implications for the parties involved. 
Additionally, the United States chapter focuses on both federal and state 
incentives, highlighting the states that offer the more popular and generous tax 
and financial incentives.  Key sections in each chapter include: 

Introduction
A thumbnail description of the country’s film and television industry contacts, 
regulatory bodies, and financing developments and trends.

Key Tax Facts
At-a-glance tables of corporate, personal, and VAT tax rates; normal non-treaty 
withholding tax rates; and tax year-end information for companies and 
individuals.

Financing Structures
Descriptions of commonly used financing structures in film and television in the 
country and the potential commercial tax implications for the parties involved.  The 
section covers rules surrounding co-productions, partnerships, equity tracking 
shares, sales and leaseback, subsidiaries, and other tax-effective structures.

Tax and Financial Incentives
Details regarding the tax and financial incentives available from central and local 
governments as they apply to investors, producers, distributors, and actors, as 
well as other types of incentives offered.

Corporate Tax
Explanations of the corporate tax in the country, including definitions, rates, and 
how they are applied.
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Personal Tax
Personal tax rules from the perspective of investors, producers, distributors, 
artists, and employees.  

Appendices
Additionally, withholding tax tables setting forth the non-treaty and treaty-based 
dividend, interest, and film royalty withholding tax rates for the countries 
surveyed are included as an appendix and can be used as a preliminary source 
for locating the applicable withholding rates between countries. 

KPMG and Member Firm Contacts
References to KPMG and KPMG International member firm contacts at the end 
of each chapter are provided as a resource for additional detailed information.

The sixth edition of KPMG’s Film and Television Tax Guide is available in 
an online PDF format at www.kpmg.com/filmtax and on CD.  The guide is 
searchable by country. 

Please note: While every effort has been made to provide up-to-date 
information, tax laws around the world are constantly changing. Accordingly, the 
material contained in this book should be viewed as a general guide only and 
should not be relied upon without consulting your KPMG or KPMG International 
member firm Tax advisor. 

Finally, we would sincerely like to thank all of the KPMG International member 
firm Tax professionals from around the world who contributed their time and 
effort in compiling the information contained in this book and assisting with 
its publication.  Production opportunities are not limited to the 35 countries 
contained in this guide.  KPMG and the other KPMG International member 
firms are in the business of identifying early-stage emerging trends to assist 
clients in navigating new business opportunities.  We encourage you to consult 
a KPMG or KPMG International member firm Tax professional to continue the 
conversation about potential approaches to critical tax and business issues 
facing the media and entertainment industry.

Thank you and we look forward to helping you with any questions you may have. 
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Japan

Introduction
Film-related industries are expanding their business in Japan. As this occurs, 
many types of transactions are becoming increasingly more common. It is 
necessary, however, for overseas investors to consider the Japanese tax 
implications carefully before beginning their business.

Key Tax Facts
Highest national corporate income tax rate 30%

Highest local income tax rates

Inhabitant tax (levied on corporation income 
tax amount) 20.7%

Business tax (deductible for corporate income 
tax purposes)

3.26%

Special local corporate tax 4.292% (Note)

Effective tax rate 40.69%

Consumption tax rate 5%

Annual consumption tax registration threshold ¥10 million 

Normal non-treaty withholding tax rates:

Dividends 20%

Interest 15% or 20%

Royalties 20%

Tax year-end: Companies Generally, the accounting 
year-end

Tax year-end: Individuals December 31

The business tax rate shown above is applied on its taxable income for a 
company with paid-in capital of more than ¥100 million. Size-based business 
tax is also levied on the company, in addition to the income-based business 
tax. The highest size-based business tax rates applicable to a company based 
in Tokyo are 0.504 percent on the added-value component tax base (total of 
labor costs, net interest payments, net rent payments, and income/loss of 
the current year) and 0.21 percent on the capital component tax base (total 
paid-in capital and capital surplus). 

Chapter 19

Japan
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For small and medium-sized companies with paid-in capital of ¥100 million or 
less, the highest business tax rate applicable to a company based in Tokyo is 
5.78 percent and the highest special local corporate tax rate applicable to a 
company based in Tokyo is 4.293 percent. Therefore, the effective tax rate is 
42.05 percent with no size-based business tax imposed.

The Consolidated Tax Filing System for National Corporate Tax was 
implemented April 1, 2003. No consolidated tax filing system is applied for 
local income tax.

(Note) By virtue of the 2008 tax reform, the business tax rates have 
been reduced and the special local corporate tax has been imposed 
for fiscal years beginning on or after 1 October 2008. Tax revenue from 
special local corporate tax is reallocated by the national government to 
local governments, in order to decrease the gap in tax revenue between 
urban and rural areas. This is a temporary measure until an overhaul of 
the tax system is implemented at a future date. The business tax rates 
before the reduction are almost the same as the sum of the reduced 
business tax and the special local corporate tax.

Film Financing
Financing Structures

Co-production
A Japanese resident investor may enter into a Japan-based co-production 
joint venture (JV) with a foreign investor to finance and produce a film in 
Japan. Although this JVenture is sited in Japan, the transaction would need 
to be reviewed from each investor’s viewpoint to determine precisely the tax 
position of each party.

As long as the foreign investor cannot be said to be carrying on the trade 
or business of film exploitation in Japan, Japanese tax is chargeable solely 
in respect of the Japanese investor’s activities and any other trade that the 
foreign investor may carry on in Japan. The issue is complicated if the foreign 
investor produces the film in Japan under a production contract. In that case, 
the foreign investor is likely to be taxed on the basis that business profits 
arise through a permanent establishment that it operates in Japan. If the 
foreign investor produces the film in Japan, it is likely that it would have a 
production office and a permanent establishment in Japan. Its business 
profits relating to that permanent establishment would be taxed in Japan 
and it would have to rely on the applicable treaty to obtain relief from 
double taxation.

Japan
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Partnership
Current profits or losses allocable to partners under a partnership agreement 
are treated as income or losses of each partner, which either increases their 
taxable income or is deductible from their income. Note that there are rules 
to limit the utilization of losses derived from a partnership. A partnership is 
not treated as a taxable entity. In other words, the partnership itself is not 
taxed in Japan. It is impossible for any partnership itself to claim the benefit 
of a double tax treaty.

Equity Tracking Shares
The Japan Corporation Law has introduced the issuance of “tracking stocks” 
in Japan. The dividends paid on tracking stocks would not be treated any 
differently than dividends paid on ordinary shares. Generally the foreign 
tax withheld on dividends on tracking stocks in foreign countries would be 
available as a foreign tax credit in Japan.

Lease Transactions

Sale and Leaseback
A sale-and-leaseback transaction (where a lease is non-cancelable and the 
lessee enjoys the economic benefits arising from the leased property and 
bears expenses in connection with the property) of property which has been 
used previously by the lessee, is treated as a loan of funds, in view of its 
economic reality, as the intention of such a transaction can be seen as that of 
financing. The lease charges are divided, on a reasonable basis, into payment 
of the loan principal and interest.

Lease as Sales Transactions (sales-type lease)
A non-cancelable lease, where a lessee enjoys the economic benefits arising 
from the lease property and bears expenses in connection with the property, 
is treated as a sales-type lease.

For a sales-type lease, lease charges are recognized as sales revenue 
upon delivery of the leased property. Under certain conditions, however, 
the deferral of recognition of profits from sales-type leases is permitted 
(e.g., there is a method under which profits portion is recognized over the 
lease period based on an interest method). The lessee is required to treat a 
sales-type lease as a purchase of the asset, and is able to claim depreciation 
allowable for tax purposes.

JapanJapan
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Other Tax-effective Structures
When investors resident in Japan invest outside Japan by way of equity, 
the investors may take 95 percent income exclusion on certain dividends, 
while in the case of loan capital, they will only take a tax credit for the tax 
withheld on the interest received. No indirect foreign tax credit system is in 
available for the foreign taxes to be payable in the fiscal years beginning on 
April 1, 2009 or later.

Please refer to the “Foreign Tax Relief” section below for a further 
explanation of the foreign dividend exclusion system and the foreign tax 
credit system.

Tax and Financial Incentives
There are no special tax incentives designed solely for film producers or film 
distributors. However, the following tax incentive might be applicable to the 
film industry.

Special Depreciation
In addition to ordinary depreciation based on the statutory useful life, which 
is normally the maximum deduction for a business year, extra depreciation 
is available as a tax incentive to corporations that meet the specified 
requirements. This extra depreciation is not an investment tax credit but a 
type of accelerated depreciation.

Other Financing Considerations

Exchange Controls and Regulatory Rules
A fundamental liberalization of Japanese exchange controls occurred near 
the end of 1980, and the new Foreign Trade Control Law came into effect 
as of April 1, 1998. The new law reflects the principle that all international 
transactions are freely permitted unless specially prohibited. Under certain 
circumstances, the exchange control law requires a film distributor or a 
film producer to file a report to the Japanese Government in respect of 
remittances to foreign countries. The applicability of this reporting obligation 
is based on the amount and the purpose of the payments.

Corporate Taxation
Recognition of Income
Foreign corporations are only liable for Japanese taxes on income derived 
from sources within Japan. The scope of taxable income and the manner 
in which taxes are payable differ depending on how the taxpayer is 
characterized for Japanese tax purposes. Under Japanese tax law, foreign 
corporations are classified as those operating in Japan through a permanent 

Japan Japan
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establishment, those not having a permanent establishment in Japan but 
having income which is subject to corporation tax only, and other foreign 
corporations whose income from Japanese sources, if any, is subject to 
withholding tax only.

The definition of a permanent establishment for Japanese tax purposes 
includes the following:

•	 A branch, factory or other fixed place of business in Japan

•	 A construction, installation or assembly project or similar activity in 
supervising or superintending such a project or activities in Japan, carried 
out by a foreign corporation for a period of over one year

•	 A person who has the authority to conclude contracts in Japan for or on 
behalf of the foreign corporation

Transactions with Foreign Related Persons – Transfer Pricing
When a corporation enters into a transaction in relation to film rights with a 
foreign related person who has a special relationship with the corporation, 
and if the consideration received by the corporation is less than an arm’s-
length price or if the consideration paid by the corporation is in excess of an 
arm’s-length price, the foreign related transactions is deemed to have been 
conducted at arm’s-length prices for the purpose of Japanese corporate 
income tax law, and an adjustment is included in the taxable income of the 
corporation.

There are various ways of ascertaining arm’s-length prices as follows:

The comparable uncontrolled price method (adopting, with necessary 
modifications, the uncontrolled market price for the same or similar film right)

•	 The resale price method (i.e., taking the final selling price and subtracting 
the cost and an appropriate profit mark-up for the related party receiving 
the property)

•	 The cost plus method

•	 Any other method that is acceptable other than the above three basic 
methods

 – Methods similar to the three basic methods

 – Other methods prescribed by the Cabinet Order

•	 The profit split method

•	 The transactional net margin method

JapanJapan
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Amortization of Expenditure
The statutory useful life for movie films is two years and a taxpayer can 
choose the straight-line method or the declining-balance method.

The annual depreciable amount of the films acquired until March 31, 2007  
is as follows:

•	 Straight-line method: Acquisition cost x 90 percent x 0.500

•	 Declining-balance method: Tax book value at the beginning of the fiscal 
year x 0.684

Note that, the annual depreciable amount is calculated based on the 
length of the use in the acquisition year. The above films depreciated to the 
allowable limit (95 percent of acquisition costs) in a particular business year 
can be further depreciated down to ¥1 evenly over five years starting from 
the following business year.

The annual depreciable amount of the films acquired on or after April 1, 2007 
is as follows:

•	 Straight-line method: Acquisition cost x 0.500 

•	 Declining-balance method: Tax book value at the beginning of the fiscal 
year x 1.000

Note that, the annual depreciable amount is calculated based on the length 
of the use in the acquisition year.

Also, please note that where the film is screened at two or more theatres, 
a special depreciation method is allowed by the tax authorities. Under 
the special depreciation method, the films are depreciated based on the 
proportion of the accumulated revenue to the total predicted revenue, 
subject to the following limitation:

Months from date 
of premiere 1 2 3 4 5 6 7 8 9 10

Special depreciation 
rate (%) up to that 
month 60 80 87 91 94 96 97 98 99 100

As all sources of income are generally aggregated in Japan in determining 
taxable income, other unrelieved expenditures incurred on the film can be offset 
against other sources of income, even if the company has no other films.

Japan Japan
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Other Expenditures of a Film Production or Distribution Company
Neither a film production company nor a film distribution company has any 
special tax status for Japanese corporation tax purposes. Therefore they are 
liable to tax under the general rules.

In calculating taxable income, it is generally possible to deduct business-
related expenditures, except for capital expenditures and certain outlays 
related to business entertainment. With capital expenditures, for example, 
the acquisition cost of plant and machinery is not deductible, but depreciation 
on those assets is available over the useful life of the asset.

Losses
Tax losses can be carried forward by the company for use in sheltering 
taxable profits of a future tax year. Such losses can be utilized against profits 
for the seven succeeding years. Thereafter, any unutilized element of loss will 
expire. 

Japanese tax law also provides for a tax loss carry-back system at the 
option of the taxpayer company. This tax loss carry-back system, under 
which a company suffering a tax loss can get a refund of the previous year’s 
corporation tax by offsetting the loss against the income for the previous 
year, has been suspended since 1 April 1992 except for certain limited 
circumstances, including 

•	 companies having paid-in capital of not more than ¥100 million (excluding 
when 100 percent of the shares are directly or indirectly held by 
companies whose paid-in capital is ¥500 million or more for fiscal years 
beginning on or after 1 April 2010.) 

•	 fiscal years including the date of dissolution 

•	 fiscal years ending during liquidation procedures

Foreign Dividend Exclusion (FDE) System
Under the FDE system, 95 percent of divided received from certain related 
foreign companies on or after April 1, 2009 is excluded from income. 
A certain related foreign company means foreign company which is 
(1) owned 25 percent or more by a Japanese company directly and  
(2) for 6 months or more before dividend receipt right is effective. Also 
under the FDE system, dividend withholding tax if imposed is neither tax 
creditable nor deductible. By the introduction of the FDE, the indirect foreign 
tax credit system was abolished, although direct foreign tax credit system is 
still available except for the foreign withholding tax imposed on the dividend 
which is subject to the FDE system.

JapanJapan
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Indirect Taxation
Consumption Tax
Almost every domestic transaction in Japan and every transaction for the 
import of foreign goods to Japan, except for financial transactions, capital 
transactions, medical services, welfare services and education services, will 
be subject to this tax at the rate of 5 percent. A Japanese resident company 
which delivers a completed film to a company also resident in Japan has 
to charge consumption tax and it has to submit a consumption tax return 
and remit the amount of output tax on sales less input credits on its own 
business-related purchases.

However, a film producer or film distributor whose total sales amount to 
less than ¥10 million in the base period is exempt from consumption tax 
liability (including the obligation to file a return). The base period is the year 
that is two years prior to the current year. Consequently, an entity created 
for the specific purpose of purchasing and distributing a film should begin its 
activities as a consumption tax-exempt entity.

(However, this tax-exempt status does not apply to a newly established 
corporation whose paid in capital is ¥10 million or more. Such a corporation 
is required to file consumption tax returns from the year in which it is 
incorporated.)

An exempt entity may elect for taxable status. Such an election can be 
beneficial if the consumption tax paid on purchases is expected to be greater 
than the consumption tax collected because it is necessary to become a 
taxable entity in order to get the consumption tax refund. In this case it is 
important to note that the consumption tax status cannot change for two 
business years.

Customs Duties
If goods are imported into Japan, Customs duties are generally levied. The 
tax rates are listed in the “Customs Tariff Schedule of Japan” in accordance 
with size, usage, etc. However, in principle Japan levies no duty on film 
importation. For example, the duty on film of a width exceeding 16 mm but 
not exceeding 35 mm and of a length not exceeding 30 meters is generally 
free from Customs duties. The duty on negatives of the same specifications 
as above is also exempt. Prints consisting only of soundtracks are also 
exempt. Note that the amount of Customs duty is included in the taxable 
base of the import for consumption tax purposes.

Japan Japan
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Personal Taxation
Non-Resident Artists (self-employed)
For Japanese tax purposes, the definition of “artist” includes actors, 
musicians, entertainers, and professional athletes.

If a non-resident artist receives payment arising from a Japanese activity, 
the Japanese payer is obliged to deduct withholding tax, regardless of 
the existence of a permanent establishment of the recipient, and remit 
it to the Japanese tax authorities. The withholding tax rate is 20 percent. 
The artist’s Japanese tax liability is fully satisfied by virtue of this withholding 
tax. However, many tax treaties with Japan prescribe special tax treatment 
for artists and it is necessary to review the applicable treaty in advance.

Consumption Tax Implications
If the artist’s activity is in Japan, consumption tax is levied on it regardless 
of whether or not a permanent establishment exists in Japan. If the amount 
of turnover is less than ¥10 million in the base period, the artist is exempt from 
submitting a consumption tax return and paying consumption tax.

Resident Artists (self-employed)
When a resident artist receives any payment arising from a Japanese activity, 
withholding tax is deducted from his or her income at the rate of 20 percent 
(10 percent up to ¥1 million per payment) and he or she is required to submit 
his or her tax return to settle his or her tax liability in Japan.

Consumption Tax Implications
The tax treatment is the same as for a non-resident artist.

Employees
A withholding tax system on wages and salaries is operated in Japan, 
and employers are required to make periodic payments to Japanese tax 
authorities in respect of employees’ personal tax liabilities arising from 
salaries or bonuses paid to them. The withholding tax system is operated 
on the basis of a prescribed withholding tax table. If an employee only 
receives employment income and his or her annual salary is not greater than 
¥20 million, a year-end adjustment of the income tax on salaries is made by 
the employers to help ensure that the tax withheld during the year equals 
the employee’s total tax liability. If the tax already withheld is greater than 
the total liability then the employee is entitled to a refund.

JapanJapan
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Social Security Implications
The social insurance program in Japan consists of health insurance, pension 
insurance, labor insurance and employment insurance. Every individual 
who meets certain conditions is expected to join in the system regardless 
of nationality. (At the moment, the position of pension insurance is altered 
by applicable international social security agreements with Germany, 
United Kingdom, Korea, the United States of America, the kingdom of 
Belgium, France, Canada, Australia, the Kingdom of the Netherlands and 
Czech Republic.) Premiums for health and pension insurance are determined 
by multiplying the “monthly standard remuneration” and bonuses of the 
employee by the prescribed premium rate. The premium is shared by 
the employer and employee in equal portions. Labor insurance premium 
rates depend on the industry category and the premium is borne solely by 
the employer. Premiums for the employment insurance system are paid 
by both the employer and employee.

KPMG Contact
KPMG’s Media and Entertainment tax network member:

Tatsuya Endoh
KPMG Tax Corporation
Izumi Garden Tower
1-6-1, Roppongi
Minato-ku,
Tokyo 106-6012
Japan

Phone: +81 3 6229 8120
Fax: +81 3 5575 0765
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