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[ Abstract ]

Trends and Issues of Corporate Tax System Reform
regarding Directors’ Remuneration under
Corporate Governance Code

Urabe Hironori*

Remuneration for directors’ or executive officers of Japanese companies is centered on
fixed compensation, and it has been pointed out that introduction rates of performance-linked
remuneration and stock-based remuneration are low.

In recent years, in Japan, in response to the request of corporate governance code, etc., cases
are increasing in which corporations pay various official compensation to their directors or
officers with the aim of giving incentive effect or retention effect in the medium or long term.

However, in Japanese Corporate Tax Law, the requirement for deducting directors’
remuneration is extremely limited, and the directors’ payroll tax system has become a
bottleneck in promoting the introduction of performance-linked remuneration and stock-based
remuneration.

In the tax system reform in 2016 and 2017, the dissolution between the actual situation
of officers’ remuneration etc. and the deductible requirements of taxation and dissolution
of inconsistency between types such as executive salary etc. were promoted.

In this report, I will explain and verify recent trends in reforming the tax system of directors’

remuneration, and also consider the issues of the remaining directors’ compensation tax system.

[Key Words] Corporate Governance Code, Requirement for Inclusion of Expenses for
Directors’ Remuneration, Corporate Tax System Revision regarding
Directors’ Remuneration, Pre—Settled Notification Remuneration,
Performance—Related Remuneration, stock—based Remuneration,

Shares with Specified Transfer Restriction, Stock Option

* Professor, Law School, Doshisha University



