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This Newsletter is provided for 
general guidance only and is based 
on information available as of May 
9, 2011.  It does not constitute the 
provision of advice or professional 
consulting of any kind.  Before 
making any decision or taking any 
action, you should consult your 
usual PwC contact with all the 
pertinent facts relevant to your 
particular situation. 
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Tohoku Earthquake and special tax 
legislation 
 
On April 27, 2011, special national tax laws to help 
deal with the Tohoku Earthquake including associated 
amendments to the local tax laws were promulgated 
and immediately became effective (“Tohoku  
Legislation”). These tax laws are intended to provide 
special tax relief for affected individuals or 
corporations. For this purpose, the Tohoku 
Earthquake includes the associated tsunami and 
Fukushima nuclear crisis. 
 
Additional legislation which is intended to help 
restore and to promote investment in the affected 
areas is expected to be released this summer.  
 
This newsletter covers the following matters related to 
the Tohoku Legislation:  

 
1. Summary of tax relief 
2. Individual income tax relief 
3. Corporate tax relief 
4. Other tax relief 
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１. Summary of the tax relief provided under the Tohoku Legislation 

 
For individual income tax purposes, qualifying individuals are allowed (a) disaster loss deductions, (b) tax 
exemptions under the Disaster Relief Law, (c) tax deductions for qualifying donations and (d) tax credits for 
qualifying housing loans.  
 
For corporate tax purposes, qualifying corporations are entitled to (a) tax loss carry-backs, (b) withholding tax 
refunds upon the filing of an interim tax return, and (c) special depreciation for new assets which replace 
destroyed assets. 
   
Tax reductions or exemptions are also provided for stamp duty, real property acquisition tax and fixed asset tax. 
 
２. Special tax relief provided for individual income tax 

 
(1) Special tax relief for disaster losses 
Individuals who suffered disaster losses on their residence or other property may claim, by election, disaster loss 
deductions under the Income Tax Law or tax exemptions under the Disaster Relief Law.  

Disaster losses are deductible from 2010 taxable income (for this purpose the Tohoku Earthquake is deemed to 
have occurred in 2010) and any excess losses may be carried forward for 5 years.   If a tax exemption is elected, 
such relief is also effective in 2010.  Since local tax in 2011 is based upon 2010 income, the 2011 local tax liability 
is also affected accordingly. 
  
 Elective tax relief relating to disaster losses 

Disaster loss deductions provided under the 
Income Tax Law 

Tax exemptions provided under the Disaster 
Relief Law 

Basic rules prior 
to the Tohoku 
Legislation 

・Disaster losses* on a residence or other 
property may be claimed in the year of loss 
for the greater of (i) disaster losses in excess 
of 10% of total income or (ii) disaster related 
expenditures in excess of 50,000 yen.                  
・Excess losses not deductible may be carried 
forward for three years. 
 
*Disaster  losses + disaster related expenditures – 
insurance proceeds 

・Tax liability is reduced or eliminated based 
upon an individual’s income bracket if the 
disaster loss is in excess of 50% of the fair 
market value of the residence or other 
property.  

 
Income bracket        Tax reduction/exemption   
5 million yen or less      100% exempt 
5 – 7.5 million yen                 50% exempt 
7.5- 10 million yen                          25% exempt 

Special tax relief 
under the 
Tohoku 
Legislation  

・The  disaster loss is deemed to have 
occurred in 2010. 
・Excess disaster losses not deductible in 
2010 may be carried forward for 5 years. 

The disaster loss is deemed to have occurred 
in 2010. 

Requirements for 
the application of 
the Tohoku 
Legislation relief 

Elect the above special tax relief in the 
original 2010 tax return, 2010 amended tax 
return or a request for a downward correction 
of the 2010 tax return.  

(i) Elect the application of the above special 
tax relief, (ii) provide an explanation of the 
disaster loss and (iii) estimate the loss 
amount in the 2010 tax return, 2010 
amended tax return or a request for the 
downward correction of 2010 tax return. 

 
(2) Special tax treatment for monetary donations relating to Tohoku Earthquake  
For donations by individuals which relate to the Tohoku Earthquake disbursed from March 11, 2011 through 
December 31, 2013, to certified NPOs or the Central Community Chest of Japan, (a) the maximum deductible 
amount is increased and (b) a tax credit may be claimed instead of an income deduction.  
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Applicable for individual income tax returns for 
2011 , 2012 and 2013 

Donations relating to the Tohoku Earthquake 
Donations to the 
national government or 
the local governments in 
the affected area 

Designated donations to certified 
NPOs or the Central Community 
Chest of Japan 

Income 
deduction 
 

Income deduction  is claimed for 
up to 80% of the total income 

 
Applicable  

 
 

Applicable by election 
Tax credit Tax credit is claimed for up to 

40% of the total income 
Not applicable 

 
 

(3) Tax credits for housing loans and  tax exemptions for interest income from the cancellation of zaikei 
deposits 

Individuals who previously were eligible for housing loan tax credits will be allowed tax credit in the residual 
years for both national and local tax purposes regardless of whether the residence is usable as a residence due to 
the Tohoku Earthquake.   
 
Those who contracted zaikei contribution deposit (a type of deferred retirement bank deposit) and cancelled 
such deposits during the period between March 11,  2011 and March 10, 2012 due to the the Tohoku Earthquake, 
the interest income will not be subject to the withholding tax for national and local tax purposes (and thus 
essentially becomes exempt from tax). 

３. Special tax relief provided for corporate tax 
 

(1) Corporate tax refunds for loss carry-backs 
Under current law, one year tax loss carry-backs are allowed for small and medium corporations (SMCs).  Other 
corporations are allowed a one year tax loss carry-back in the year of liquidation.   In the Tohoku Legislation, 
corporations which incurred a specified disaster loss from the Tohoku Earthquake (the “Tohoku Earthquake 
Disaster Loss”) may carry back such loss for two years for national tax purposes.  Such carry-back may be 
elected either with the annual corporate tax return or an interim tax return based upon a full interim closing of 
the corporate books.  For local tax purposes, the tax loss carry-back is not applicable although carry-forward of 
all losses (including the Tohoku Earthquake Disaster Loss) is allowed over the normal seven year carry-forward 
period.  
 

Applicable tax year               
and tax return 

Carry-back years Refundable tax amount 

Final tax return for tax year 
ending between March 11, 2011 
and March 10, 2012  

Tax years beginning within two 
years from the first date of the 
tax year when the Tohoku 
Earthquake Disaster Loss is 
incurred 

 
 
繰戻対象事業年度 
の法人税額 

Closing basis interim tax return 
for interim period ending 
between March 11, 2011 and 
September 10, 2011 

Tax years beginning within two 
years from the first date of the 
interim period when the Tohoku 
Earthquake Disaster Loss is 
incurred 

 
(2) Refund of withholding tax paid by interim tax return 
A corporation which incurred a Tohoku Earthquake Disaster Loss for the interim period ending between March 
11, 2011 and September 10, 2011 may claim a refund of withholding tax paid by filing a closing basis interim tax 
return.  The refundable amount is withholding tax paid in excess of the corporate tax payable per the interim tax 
return subject to limitations based upon the Tohoku Earthquake Disaster Loss amount.   

Tohoku Earthquake 

Disaster Loss

Taxable income of 

carry-back  year 

Ｘ Tax liability of   

carry-back  year
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(3) Special depreciation for newly acquired assets relating to the Tohoku Earthquake 
A corporation may claim a special depreciation of certain assets in the year of acquisition in addition to normal 
depreciation.  The qualified assets should be acquired and placed in service between March 11, 2011 and March 
31, 2016 and satisfy either (i) or (ii) below: 

(i) Newly acquired assets to replace Tohoku Earthquake destroyed assets including 
a. Buildings, structures, machinery or equipment 
b. Registered vessels, aircraft or vehicles, or 

(ii) Newly acquired assets placed in service in a business carried out at the affected area* including 
a. Buildings, structures, machinery or equipment 

 
* Areas where destroyed buildings or structures were located and surrounding areas where machinery or 
equipment were installed. 

 Special depreciation rate applicable 
to the assets acquired and put into 
service between March 11, 2011 and 
March 31, 2014 

Special depreciation rate applicable 
to the assets acquired and put into 
service between April 1, 2014 and 
March 31, 2016 

SMCs Other than SMCs SMCs Other than SMCs 
Buildings, structures 18％ 15％ 12％ 10％ 
Machinery, 
equipment 

 
36％ 

 
30％ 

 
24％ 

 
20％ 

Registered vessels, 
aircraft, vehicles 
 
 
(4) Rollover  relief given to the newly acquired assets to replace old assets 
Under the current statutes, up to 80% of the capital gain realized when a corporation acquires an asset to 
replace an old one may be deferred.  Under the Tohoku Legislation, for certain assets acquired between March 11, 
2011 and March 31, 2016, the entire amount of capital gain may be deferred.  Qualified replacement assets 
include the following:  

(i) Real estate or depreciable assets located in Japan purchased to replace real estate (including buildings 
or structures fixed to the land) in the affected area that had been acquired prior to March 11,  2011.  

(ii) Real estate or depreciable assets purchased in the affected area to replace real estate, buildings or 
structures located other than in the affected area.  
 

When applying the rollover relief rules, the due date for acquiring replacement assets is extended for a further 
two years if it is difficult to acquire the replacement asset by the normal due date as a result of the Tohoku 
Earthquake.  
 
Applicable 
transaction 

(i) Acquiring replacement assets due to expropriation 
(ii)Acquiring certain other replacement assets 

Cases where the 
extension will be 
approved 

Difficulty in acquiring replacement assets by the normal due date which falls within a 
tax year which ends between March 11, 2011 and March 31, 2012  

Requirements for 
applying the 
extension 

(i) A corporation expects to acquire the replacing asset within the designated period (up 
to 2 years).  
(ii) A corporation expects to place the replacing asset in service within 1 year from 
acquisition date (excluding replacement assets due to expropriation).  
(iii)Extension is approved by the chief of the appropriate tax office. 

Filing of the 
application form  

The application form should be filed within two months from the beginning of the tax 
year following the transferring year 

 
The tax relief for (3) and (4) above are also applicable for the purpose of enterprise tax and inhabitants tax.  
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４. Special tax relief provided for other taxes 

 
(1) Consumption tax 
The deadline for filing certain consumption tax application forms (e.g., taxpayer elections) has been extended.  

(2) Stamp duty 
Those contracts prepared for the period between March 11, 2011 and March 31, 2021 for the purpose of the 
following will be exempt from stamp duty.   
 
- Loan contracts for affected persons made by a local government or government-affiliated financial 

institution 
- Real estate transfer contracts or real estate construction contracts for affected persons  

 
(3) Local taxes 
In addition to the measures discussed above, other specific enterprise and inhabitants tax measures were passed 
to allow for specific reduced rates or tax exemptions in specific areas.  Terms are likely to vary by prefecture and 
locality. 

In addition, fixed assets taxes for 2011 is eliminated for real estate located in the affected area. 

Also, real estate acquisition tax on real estate acquired to replace affected real estate up to March 31, 2021 is 
eliminated. 

 
 
 
 
 
 
Zeirishi-Hojin PricewaterhouseCoopers 
Kasumigaseki Bldg. 15F, 2-5 Kasumigaseki 3-chome, Chiyoda-ku, Tokyo 100-6015 
Telephone: 81-3-5251-2400, http://www.pwc.com/jp/tax 

 
For more information, please consult your international tax representative or contact 
any of the following members listed below:   
 

Partners 

 

 

Managing Directors 

 

Yoko Kawasaki 

Akemi Kito 

Jack Bird 

Ken Leong 

Yumiko Arai 

81-3-5251-2450 

81-3-5251-2461 

81-3-5251-2577 

81-3-5251-2945 

81-3-5251-2475 

yoko.kawasaki@jp.pwc.com 

akemi.kitou@jp.pwc.com 

jack.bird@jp.pwc.com 

ken.leong@jp.pwc.com 

yumiko.arai@jp.pwc.com 

 
The Tax Practice of PricewaterhouseCoopers Japan (Zeirishi-Hojin PricewaterhouseCoopers) is one of the largest professional tax corporations in Japan with about 540 people. 
In addition to tax compliance services our tax professionals are experienced in providing tax consulting advice in all aspects of domestic/international taxation including 
financial and real estate, transfer pricing, M&A, group reorganization, global tax planning, and the consolidated tax system to clients in various industries. 
 
PwC firms provide industry-focused assurance, tax and advisory services to enhance value for their clients. More than 161,000 people in 154 countries in firms across the PwC 
network share their thinking, experience and solutions to develop fresh perspectives and practical advice. See pwc.com for more information. 
 
This document has been prepared for general guidance on matters of interest only, and does not constitute professional advice.  You should not act upon the information 
contained in this document without obtaining specific professional advice. No representation or warranty (express or implied) is given as to the accuracy or completeness of the 
information contained in this document, and, to the extent permitted by law, Zeirishi-Hojin PricewaterhouseCoopers, its employees and agents do not accept or assume any 
liability, responsibility or duty of care for any consequences of you or anyone else acting, or refraining to act, in reliance on the information contained in this document or for 
any decision based on it. 
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