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The Family Consulting tax and regulation newsletter is a bulletin to keep you updated on the latest and relevant tax news
that we consider to be important to our clients in Japan and those focused on key jurisdictions abroad that may affect
you as an individual, your family or your business. The newsletter is prepared by the tax professionals of Deloitte
Tohmatsu Tax Co. and is published in English and Japanese.

1. Japan

2020 Tax Reform Proposals — Announced by the Liberal Democratic Party

The 2020 proposals (introduced in December 2019) include changes to the tax consolidation system, which is expected
to be replaced with a group aggregation system, new incentives to encourage investment in start-ups, and the ability to
the extend the Japanese consumption tax filing deadline. Also, the proposals introduce an anti-avoidance provision
preventing companies from inappropriately creating capital losses and a number of provisions impacting individuals.

International Tax
Anti-tax avoidance measures on transfers of certain subsidiaries’ shares.

Individual Tax

(1) Taxation of financial securities (2) Revisions to the angel tax regime (3) Treatment of offsetting profit and loss on
income from second-hand buildings outside of Japan (4) Revisions to charitable organizations applicable for the
charitable contributions deduction (5) Revisions to the overseas dependents deduction (6) Revisions to foreign asset
reporting.

Source:

2. United States

US District Court rules on penalties for violating reporting obligations related to foreign trusts

The US District Court for the Eastern District of New York has held that an owner and beneficiary of a foreign trust is
subject to a 5% penalty applicable to a foreign trust owner, and not to a 35% penalty applicable to a foreign trust
beneficiary.

Source: United States -

Congress approves tax relief and spending legislation

During the week of 16 December 2019, President Trump signed two appropriations bills that were formally approved by
the House and Senate that together, jointly fund the government for the remainder of fiscal year 2020.

One of those two spending bills incorporates several tax priorities — such as extensions of expired and expiring tax
provisions, taxes applying to children under the age of 18, repeal of some revenue provisions enacted in the Patient
Protection and Affordable Care Act of 2010 (PPACA), retirement security measures (the SECURE Act), fixes to some of
the policy changes made by the 2017 tax overhaul known as the Tax Cut and Jobs Act, and tax relief for victims of certain
federally declared natural disasters — that have been gridlocked for months, or in some cases even longer.
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Source:

Final regulations issued on foreign tax credits
On 2 December 2019, the US Treasury Department and the US Internal Revenue Service (IRS) released final regulations
on the determination of the foreign tax credit (FTC) under the various provisions of the US Internal Revenue Code (IRC).

The final regulations include a new safe harbor provision to account for the new foreign branch income category and
provide for accounting for foreign tax redeterminations in prior tax years. As a result of the TCJA’s addition of the foreign
branch category, the final regulations include transition rules for FTC carryforwards, overall foreign losses (OFLs), overall
domestic losses (ODLs), separate limitation losses (SLLs), and net operating losses (NOLs) with respect to the general
category.

Source:

Proposed regulations issued on source of income from sales of personal property

The US Treasury Department and the US IRS have issued proposed regulations' to provide modified rules for
determining the source of income from sales of inventory produced within the United States and sold outside of the
United States or vice versa.

Source:

IRS updates FAQs on virtual currency

IRS has released the updated "Frequently Asked Questions on Virtual Currency Transactions"? (FAQs) to provide
guidance for taxpayers who hold virtual currency as a capital asset.

Source:

3. Australia

Government releases budget updates

On 16 December 2019, the Australian government released the Mid-Year Economic Fiscal Outlook (MYEFQO) 2019-20.
In the MYEFO, the government has confirmed a return to surplus of AUD 5 billion in the 2019-20 year and cumulative
surpluses of AUD 23.5 billion over the four-year forward estimates.

The key and relevant tax change announced is as follows:
Superannuation — Eligible rollover funds

For more information and detail on the above and additional tax changes released by the Australian government please
visit the source link below.

Source:

4. Hong Kong

Tax concessions to be implemented — amendment bill passed

On 6 November 2019, the Legislative Council passed the Inland Revenue (Amendment) (Tax Concessions) Bill 2019.
The new Ordinance gives effect to the concessionary tax measures proposed in the 2019-2020 Budget?®.

Source:
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All of resources presented above are publically available. The inclusion of these resources is not an endorsement, nor a guarantee of

their accuracy made by Deloitte Touche Tohmatsu Limited.

Deloitte helps private companies, their owners, and individuals with substantial assets apart from businesses they
operate to understand, plan and execute effective business and tax strategies — adjusting course when needed to
respond appropriately to potential tax consequences of new legislation and evolving market conditions.

To this end Family Consulting offers four services directly to families who own and manage business and family assets:

B Family governance;

B Contingency planning;

B Family successor training service;
B Family office services.

For more information on the Family Consulting service, visit our website at:

The Family Consulting team eliminates the question "I don't know who to ask..." by acting as the relationship manager
of our clients, supporting the prosperity of their families through a unified contact point for inquiries, no matter how
complicated the matter may be and to do this Family Consulting works closely with our colleagues across Deloitte
Private domestically and globally to assist families and their businesses with:

Income tax advisory and compliance services;

Owner and family wealth planning;

International tax and estate consulting;

Family enterprise consulting;

Succession Advisory Services

Cross-border Succession and Reorganization Support
Family Governance and Council Support for Owner Family

This is a free newsletter. To see past issue, please visit our website.

Please contact one of the tax professionals as shown below for any questions or comments regarding your specific
situation if you have.

Emi Kono, Partner Alex Waters, Manager Marwan EIGhamrawy

Family Consulting, Deloitte Tohmatsu Tax Co.

Tel: +81 3 6213 3800

email: tax.cs@tohmatsu.co.jp
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Deloitte Tohmatsu Group (Deloitte Japan) is a collective term that refers to Deloitte Tohmatsu LLC, which is the Member
of Deloitte Asia Pacific Limited and of the Deloitte Network in Japan, and firms affiliated with Deloitte Tohmatsu LLC that
include Deloitte Touche Tohmatsu LLC, Deloitte Tohmatsu Consulting LLC, Deloitte Tohmatsu Financial Advisory LLC,
Deloitte Tohmatsu Tax Co., DT Legal Japan, and Deloitte Tohmatsu Corporate Solutions LLC. Deloitte Tohmatsu Group
is known as one of the largest professional services groups in Japan. Through the firms in the Group, Deloitte Tohmatsu
Group provides audit & assurance, risk advisory, consulting, financial advisory, tax, legal and related services in
accordance with applicable laws and regulations. With about more than 10,000 professionals in nearly 40 cities throughout
Japan, Deloitte Tohmatsu Group serves a number of clients including multinational enterprises and major Japanese
businesses. For more information, please visit the Group’s website at .

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited (“DTTL"), its global network of member firms, and their
related entities. DTTL (also referred to as “Deloitte Global”) and each of its member firms and their affiliated entities are
legally separate and independent entities. DTTL does not provide services to clients. Please see

to learn more.

Deloitte Asia Pacific Limited is a company limited by guarantee and a member firm of DTTL. Members of Deloitte Asia
Pacific Limited and their related entities, each of which are separate and independent legal entities, provide services from
more than 100 cities across the region, including Auckland, Bangkok, Beijing, Hanoi, Hong Kong, Jakarta, Kuala Lumpur,
Manila, Melbourne, Osaka, Shanghai, Singapore, Sydney, Taipei and Tokyo.

Deloitte is a leading global provider of audit and assurance, consulting, financial advisory, risk advisory, tax and related
services. Our network of member firms in more than 150 countries and territories serves four out of five Fortune Global
500®companies. Learn how Deloitte’s approximately 286,000 people make an impact that matters at

All of the contents of these materials are copyrighted by Deloitte Touche Tohmatsu Limited, its member firms, or their
related entities including, but not limited to, Deloitte Tohmatsu Tax Co. (collectively, the “Deloitte Network”) and may not
be reprinted, duplicated, etc., without the prior written permission of the Deloitte Network under relevant copyright laws.

These materials describe only our general and current observations about a sample case in accordance with relevant tax
laws and other effective authorities, and none of Deloitte Network is, by means of this publication, rendering professional
advice or services. Before making any decision or taking any action that may affect your finances or your business, you
should consult a qualified professional adviser. The opinions expressed in the materials represent the personal views of
individual writers and do not represent the official views of Deloitte Network. No entity in the Deloitte Network shall be
responsible for any loss whatsoever sustained by any person who relies on this publication.
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