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1 “Net totals of the revenues and expenditures” in this document are the ordinary net account totals of
2,983 organizations (47 prefectures, 1,718 municipalities, 23 special wards, 1,129 partial administrative
associations and 113 wide-area local public bodies).

2 Figures for each item that are less than the given unit are rounded off. Therefore, they do not necessarily
add up exactly to the total.

3 InFY2011, the revenues and expenditures of ordinary accounts were divided into the regular portion
(Overall settlement figures less the Great East Japan Earthquake portion) and the Great East Japan
Earthquake portion (Covering the revenues and expenditures related to recovery and reconstruction work
and nationwide disaster prevention work).




The Role of Local Public Finance

Prefectures and municipalities (cities, towns, and villages) are the central actors in various areas of public services, including school
education, public welfare and health, police and fire services, and public works such as roads and sewage systems, thereby fulfilling a
major role in the lives of the citizens of the nation.

This document describes the status of local public finance (which comprises collectively the finances of individual local governments),
the state of settlements for FY2024, and the initiatives of local governments towards sound public finances (mainly the status of the
ratios for measuring their financial soundness), with particular attention given to ordinary accounts (Public enterprises, such as water
supply, transportation, and hospitals are described in the section on Local Public Enterprises).

Classification of the Accounts of Local Governments Applied in the Settlement Account Statistics

The accounts of local governments are divided into the general accounts and the special accounts, but classification of these accounts
varies between local governments. Therefore, the accounts are classified in a standardized manner into ordinary accounts, which cover
the general administrative sector, and other accounts (public business accounts). This makes it possible to clarify the financial condition
of local governments as a whole and to make a statistical comparison between local governments.
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How large is local public finance?

The ratio of expenditure by local governments in gross domestic product (nominal) is 10.8%, about 2.3 times that of the central

government.

Gross Domestic Product (xpenditure, nomina) and Local Public Finance (2024
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The Role of Local Public Finance

How large is local government expenditure in total public expenditure?

Looking at the breakdown of public expenditure classified by final expenditure entity, local government expenditure accounts for
41.6% of Government final consumption expenditure, and 49.9% of Public gross capital formation. As final expenditure entities, local
governments are second only to the central government and play a major role in the national economy.

Breakdown of public expenditures

Central government

¥29,797.2 billion (18.5%)

Government final consumption expenditure
¥21,384.4 billion (13.3%)

Public gross capital formation

¥7,491.1 billion (4.7%)

Public gross capital formation
¥7,491.1 billion (4.7%)

Local governments Public ¥8,412.8 billion (5.2%)
illi 0, N
¥69,696.2 hillion (43.3%) expendltures P ——
© Public gross capital formation ¥161,041.9 billion

¥54,057.5 billion (33.6%)

Government final consumption expenditure
¥53,961.0 billion (33.5%)

¥15,941.2 billion (9.9%) (100.0%)
i 0

© Government final consumption
expenditure

¥53,755.0 billion (33.4%) Public gross capital formation

¥96.5 billion (0.1%)

Government final
consumption expenditure
¥129,100.4 billion

Public gross capital
formation
¥31,941.6 billion
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In which areas is the share of local expenditures high?

The below graph shows central and local governments’ expenditures by purpose as a share of net total expenditure, classified by final
expenditure entity.

The share of local governments’ expenditures is higher in areas that are deeply related to daily life, such as Public welfare, Sanitation,
and School education.

Share of Expenditures by Purpose of Central and Local Governments (final expenditure based)
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EY2024 Settlement Overview

1 Revenues

¥120,249.1 billion (up ¥3,555.6 billion, 3.0% year on year)
Regular portion ¥119,785.6 hillion (up ¥3,628.5 hillion, 3.1% year on year)
Great East Japan Earthquake portion ¥463.5 billion (down ¥73.0 billion, 13.6% year on year)

The increase in revenues in the regular portion resulted from an increase in Local taxes and Local allocation taxes, etc.
The decrease in revenues in the Great East Japan Earthquake portion resulted from a decrease in Loan principal and interest
income, Transfers in, etc.

2 | Expenditures

¥115,982.3 hillion (up ¥3,560.3 billion, 3.2% year on year)
Regular portion ¥115,547.4 billion (up ¥3,594.9 billion, 3.2% year on year)
Great East Japan Earthquake portion ¥434.6 billion (down ¥35.0 billion, 7.5% year on year)

The increase in expenditure in the regular portion resulted from an increase in Personnel expenses, Assistance expenses, etc.
The decrease in expenditures in the Great East Japan Earthquake portion resulted from a reduction of Ordinary construction work
expenses, Debt service, etc.

3 | Revenue and Expenditure Settlement

The real balance showed a surplus of ¥2,756.7 billion.

Account Settlement No. of local governments with a deficit
Category FY2024 FY2023 FY2024 FY2023
Real balance ¥2,756.7 billion ¥2,699.8 billion 1 2
Single year balance ¥58.2 billion A¥370.7 billion 1,568 1,604
Real single year balance ¥228.1 billion AY362.5 hillion 1,674 1,531

Notes : Real balance refers to the amount calculated by subtracting the revenue resources that should be carried over to the next fiscal year from the income expenditure balance.
Single year balance refers to the amount calculated by subtracting the real balance of the previous fiscal year from the real balance of the relevant fiscal year.
Real single year balance refers to the amount calculated by adding reserves and advanced redemption of local loans for the public finance adjustment fund to the single year
balance and subtracting public finance adjustment fund reversals.

05  wnite Paper on Local Public Finance, 2026



4 Trend in Scale of Account Settlement

Both revenues and expenditures of the regular portion have increased year on year.

(trillion yen)
1 130.0
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FY2014 FY2020 FY2021 FY2022 FY2023 FY2024

[ Revenues (Regular portion) Revenues (Earthquake portion)
[ Expenditures (Regular portion) Expenditures (Earthquake portion)

5  Major Financial Indices

Ordinary balance ratio increased by 0.2 percentage points year on year, to 93.0%.
The Real debt service ratio remained the same as the previous fiscal year at 7.7%.

Category FY2024 FY2023 Change
Ordinary balance ratio 93.0% 92.8% 0.2
Real debt service ratio 7.7% 71.7% -

6 Outstanding Borrowing Borne by Ordinary Accounts

Outstanding borrowing, which includes Outstanding public enterprise bonds (borne by ordinary accounts) and Outstanding borrowing
borne by the special accounts for Local allocation tax (borne by local governments) in addition to Outstanding local government bonds,
amounted to ¥179,524.6 billion (down ¥3,180.3 billion, 1.7% year on year).

Category FY2024 FY2023 Change amount Change rate

Outstanding local government bonds |  ¥137,099.1 billion | ¥139,617.5 billion | a¥2,518.5 billion A1.8%

Outstanding local government bonds
(bonds for the extraordinary financial |  ¥45,719.5 billion ¥49,046.1 billion | a¥3,326.6 billion A6.8%
measures)

Outstanding public enterprise bonds

o o7 S e ¥14,313.2 billion | ¥14,475.1 billion A¥161.9 billion A11%

Outstanding borrowing borne by the
special accounts for Local allocation |  ¥28,112.3 billion ¥28,612.3 billion A ¥500.0 billion A1T7%
tax (borne by local governments)

Total | ¥179,524.6 billion | ¥182,704.9 billion | A¥3,180.3 billion |  41.7%

Local Public Finance, 2026 —lllustrated—
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Revenues

What are the revenue sources for local governments’ activities?

1 Revenue Breakdown

The revenue of local governments consists mainly of Local taxes, National treasury disbursements, Local allocation tax, and Local
bonds, in order of share size. Among them, revenue resources which can be spent for any purpose, such as Local taxes and Local
allocation tax, are called General revenue resources. It is important for local governments to ensure sufficient General revenue resources
in order to handle various administrative needs properly. General revenue resources accounted for 58.6%.

Composition of Revenues (Fr2024 settiement)

@ Other revenue resources
¥20,779.2 hillion (17.3%)

General revenue resources

¥70,433.2 billion (58.6%)

Local taxes
¥46,269.1 billion (38.5%)

— Local transfer tax
¥3,096.2 billion (2.6%)

Local bonds
¥8,850.6 billion (7.4%)

Bonds for the extraordinary
financial measures

¥428.9 billion (0.4%)

Net total
¥120,249.1 hillion
Special local grants, etc
¥1,133.2 billion (0.9%)

Local allocation tax

@ National treasury disbursements ¥19,934.6 billion (16.6%)

¥20,186.2 billion (16.8%)

@ Other revenue resources General revenue resources @ Other revenue resources General revenue resources

i
¥10,758.3 billion - o | ¥12,321.9 billion - o
(18.0%) ¥38,034.7 billion (63.6%) : (17.1%) ¥36,749.1 billion (50.9%)
Local bonds Local taxes | Local taxes
¥4.177.6 billion ¥24,936.0 billion | @ Prefectural ¥21,333.1 billion
@ '0%) (@1.7%) ! | disbursements (29.6%)
! - Local transfer tax
|| ¥5,0042 billion ¥465.0 billion
: (6.9 Al) (0.6%)
Prefectures | Municipalities
I
total ! total
¥59,793.9 billion ! ¥72,136.0 billion
| =
Bonds for the !
?_xtrau_r dlinary Local transfor tax | Lok bons
inancial measures ¥2,631.3 billion I ¥4,698.1 billion Special local grants, etc
ézi%s billion (4.4%) | (6.5%) ¥734.1 billion
) . Special local grants, etc : Bonds for the extraordinary (1.0%)

@ National treasury ¥399.2 billion I financial measures Local allocation tax
disbursements (0.7%) : ¥200.3 billion (0.3%) ¥9,867.6 billion
¥6,823.4 billion Local allocation tax ! . (13.7%)

@ 1' A%) Other general revenue resources ¥?8?Og7%cgi|lﬁ:n : * N_atmnal treasury Other general revenue resources
¥1.2 billion (0.0%) (16.8%) i disbursements ¥4,349.4 billion (6.0%)
! ¥13,362.8 billion (18.5%)
Local transfer tax : Collected as a national tax and transferred to local governments. Includes Local gasoline transfer tax, etc.

Special local grants, etc : Special grants for reduced revenue provided to cover decreases in revenues of local governments associated with the implementation of special tax
deductions for housing loans in individual inhabitant tax.

Local allocation tax : Aniintrinsic revenue source of local governments in order to adjust imbalances in tax revenue among local governments and to guarantee revenue sources
so that all the local governments across the country can provide a consistent level of public services. (See page.13, “6. Local Allocation Tax.”)

National treasury . A collective term for the national obligatory share, commissioning expenses, incentives for specific policies, or financial assistance, disbursed from the

dishursements central government to local governments.

Local bonds : The debts of local governments to be repaid over a period of time in excess of one fiscal year for which redemption continues for more than one fiscal year.

Bonds for the extraordinary : Local bonds issued as an exception to Article 5 of the Local Finance Law to address shortages of General revenue resources of local governments.

financial measures Proceeds from these bonds can be used for expenses other than investment expenses.

Note: “National treasury disbursements” includes “special grants to measures for traffic safety” and “grants to cities, towns and villages where national institutions are located.”
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2 Revenues in Regular Portion and Great East Japan Earthquake Portion

Net Total

@ Other revenue resources
¥183.8 billion (39.7%) General revenue resources

¥104.6 hillion (22.6%)

0f this amount, earthquake disaster
reconstruction allocation tax was
¥75.0 billion (16.2%)

@ General revenue resources
¥70,328.6 billion (58.7%)

@ Other revenue resources
¥20,595.4 hillion (17.2%)

@ Local bonds

¥8,827.3 hillion (7.4%) National treasury disbursements

Regular Great East Japan

. . ¥151.8 billion (32.7%
National treasury disbursements portion Earthquake portion - © Of this amount, °’f‘i"afy ’
¥119,785.6 billion ¥463.5 billion construction expenses were

¥20,034.4 billion (16.7%)
© Of this amount, ordinary
construction expenses were
¥2,367.6 billion (2.0%)

0f this amount, recovery and
reconstruction expenses were
¥313.7 billion (0.3%)

¥20.1 billion (4.3%)

0f this amount, recovery and
reconstruction expenses were
¥7.4 billion (1.6%)

@ Local bonds
¥23.4 billion (5.0%)

Prefectures

@ Other revenue resources General revenue resources
¥150.7 billion (50.0%) ¥49.8 hillion (16.5%)

0f this amount, earthquake disaster
reconstruction allocation tax was
¥34.0 billion (11.3%)

OGeneraI revenue resources
¥37,984.9 billion (63.8%)

@ Other revenue resources
¥10,607.5 billion (17.8%)

@ Local bonds National treasury disbursements

¥4,169.2 billion (7.0%) Regular Great East Japan ¥92.5 billion (30.7%)
. . © 0Of this amount, ordinary
National t dish t pOI'tIOn Earthquake pOI'tIOIl construction expenses were
L L) ¥59,492.6 billion ¥301.3 billion ¥10-1 billon (3.4%)

¥6,730.9 billion (11.3%)
© 0f this amount, ordinary
construction expenses were
¥1,525.9 billion (2.6%)

0f this amount, recovery and
reconstruction expenses were
¥225.8 billion (0.4%)

0f this amount, recovery and
reconstruction expenses were
¥7.0 billion (2.3%)

@ Local bonds
¥8.3 hillion (2.8%)

Municipalities

@ Other revenue resources General revenue resources
¥70.4 billion (32.9%) ¥54.8 bhillion (25.6%)
0f this amount, earthquake disaster

reconstruction allocation tax was
¥40.9 billion (19.1%)

OGeneraI revenue resources
¥36,694.2 billion (51.0%)

@ Other revenue resources
¥12,251.5 hillion (17.0%)

@ Local bonds

¥4,683.0 billion (6.5%) . Regular

@ Prefectural disbursements—- portion
¥4,989.4 billion (6.9%) ¥71,921.6 billion

National treasury disbursements

¥13,303.5 hillion (18.5%)

National treasury disbursements

¥59.3 billion (27.7%)
© Of this amount, ordinary

Great East Japan
: construction expenses were
Earthquake portlon. ¥10.0 billion (4.6%)

¥214.3 billion 0f this amount, recovery and
reconstruction expenses were
¥0.4 billion (0.2%)

@ Prefectural disbursements

© 0f this amount, ordinary construction expenses were illi 0
¥841.6 billion (1.2%) ’? 4'7| E'"'g“ (6.9%)
0f this amount, recovery and reconstruction expenses were oea on N o
¥87.9 billion (0.1%) ¥15.0 billion (7.0%)

Note:“ National treasury disbursements™ includes” special grants to measures for traffic safety” and” grants to cities, towns and villages where national institutions are located.”
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Revenues

‘3 Revenue Trends

The ratio of general revenue resources turned upward year on year.

Net Total

¥2.9 trillion (2.9%)

¥5.5 trillion (5.4%)
¥36'8]trillion!
FY2014 Bo) ¥15!5/trillion! ¥17.8 trillion:
({15:2%);

Vitl5irlion  (17:4%)

¥0.1 trillion (0.1%)

¥102.1 trillion

[¥62.7 trillion (61.5%)]

¥2.2 trillion (1.7%) 7  ¥0.2 trillion (0.2%) ¥3.1 trillion (2.4%)

Fr2020 G - ¥130.0 trillion
¥60!3tillion](46:3%) '

[¥63.4 trillion (48.7%)]

¥2 4 trillion (1.9%)

¥A42:4trillion ¥19.5 trillion
(33:1%)

¥64'8ltrillion|(505%)
[¥69.2 trillion (54.0%)]

¥0.5 trillion (0.4%)

FY2021 ¥128.3 trillion

¥2.8 trillion (2.3%)

¥20.8]trillion; -
¥121.9 trillion
(17.0%)

FY2022

¥65.7,rllion](5319%);
¥67.3 trillion (55.2%)]

¥2.8 trillion (2.4%)

Y446 trillion, ¥19.0 trillion|
(3812%)

¥0.2 trillion (0.2%)

FY2023 ¥116.7 trillion

¥66.6,trillion] (57126),
(¥67.6 trillion (57.9%)]

¥3.1 trillion (2.6%)

¥46:3trillion; ¥19.9 trillion
(38!5%) (16.6%) ¥20!2itrillion

(16:8%)
¥70!4trillion|(58!6%)

[¥70.9 trillion (58.9%)]

¥1.1 trillion (0.9%) ¥0.4 trillion (0.4%)

FY2024 ¥120.2 trillion

1
0 100 trillion yen

[ General revenue resources [0 Local taxes | Local transfer tax | Special local grants, etc | Local allocation tax
[0 National treasury disbursements " Local bond | Bonds for the extraordinary financial measures [ Other revenue resources

[ ] shows general revenue resources + bonds for the extraordinary financial measures.

Note : “National treasury disbursements™ includes “special grants to measures for traffic safety” and “grants to cities, towns and villages where national institutions are located.”
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Ratio Of National Taxes Localtaxes O:S:i’%régl-;a:iﬁ?on
and Local Taxes oy (63.7%

(36.3%)
The total of taxes collected as national and local taxes amounted 1229101 bilon
to ¥127,335.0 billion. Of this amount, national and local taxes (17.5%)
accounted for 63.7% and 36.3% respectively.

Total amount

of taxes
¥127,335.0 billion

Municipal taxes
¥23,950.0 billion
(18.8%)

Note: Municipal taxes collected by the Tokyo Metropolitan Government are included in
municipal tax revenue figures, but not included in prefectural tax revenue figures.

5| Local Taxes

Local taxes consist of prefectural taxes and municipal taxes.

Composition of Revenue from Prefectural Taxes (Fv2024 settiement)

< Other taxes ¥126.9 billion (0.6%)

Prefectural inhabitant tax
¥5,976.3 hillion (26.8%)

@ Prefectural tobacco tax
¥149.1 billion (0.7%)

Individual
¥5,386.2 billion (24.1%)

@ Real estate acquisition tax

¥454.6 billion (2.0%)
Corporate

¥590.1 billion (2.6%)

Total
¥22,319.1 hillion

@ Light oil delivery tax

¥899.9 billion (4.0%)
Enterprise tax

@ Automobile tax ¥6,135.0 billion (27.5%)

¥1,663.1 billion (7.5%) Corporate
¥5,894.4 billion (26.4%)

Individual
¥240.6 billion (1.1%)

@ Local consumption tax
¥6,914.3 billion (31.0%)

Composition of Revenue from Municipal Taxes (Fy2024 settiement)

@ Other taxes

¥781.2 billion (3.3%) Municipal inhabitant tax

¥10,733.4 billion (44.8%)
@ Municipal tobacco tax
p— o Individual

¥913.2 bllon (3.8%) ¥8,387.8 billion (35.0%)
@ City planningtax ——————| Corporate

14426 billon (60% Total ¥2,345 5 billion (9.8%)

e o ¥23,950.0 billion

@ Fixed asset tax

¥10,079.5 billion (42.1%)

Local Public Finance, 2026 —lllustrated— ] 0



Revenues

Prefectural tax revenues increased 6.8% year on year.

Trends in Prefectural Tax Revenues

(trillion yen)
24 P
¥22.3 trillion
22 A
.0
d
20 5
18 I ;
16 - e o : 69
14
<0.2°
12
10
6.1
8
6 - 06
0.0
4
6.0
2
0 |
FY2014 FY2020 FY2021 FY2022 FY2023 FY2024
|70 Prefectural inhabitant tax [ Individual On interest paid Corporatej [T Enterprise tax [ Corporate Individual

[ Local consumption tax [ Real estate acquisition tax [N Prefectural tobacco tax [ Automobile tax [ Automobile acquisition tax | Light oil delivery tax |~ Other taxes

Municipal tax revenues increased 1.0% year on year.

Trends in Municipal Tax Revenues

(“2';0“ yen) 233 23.7 ¥24.0 trillion
225 225 s “ose
2 w07 A
! | 18 | 09 () o9
20| o _ o9
18 :
1 : a7 1041
14 .
12
L 1 e 21 2.0 23
8
[ R
10.3 10.6 10.7 10.7
R I -2 T 17 85 84
ol NN @ e
0 | | | |
FY2014 FY2020 FY2021 FY2022 FY2023 FY2024
[ Municipal inhabitant tax - 90 Individual Corporate [7707 Fixed asset tax [ Municipal tobacco tax [ City planning tax [ Other taxes

Note: Municipal tax revenue figures include municipal taxes collected by the Tokyo Metropolitan Government.
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In order for local governments to provide public services in response to local needs on their own responsibility and at their own
discretion, it is necessary to build a less imbalanced and stable local tax system.

Comparing total local tax revenue, with the national average set at 100, Tokyo, the highest, was approximately 2.4 times the amount for
Nagasaki Prefecture, which was the lowest.

Index of Per Capita Revenue in Local Tax Revenue with national average as 100)

Local taxes total Individual inhabitant tax Two corporate taxes Local consumption tax Fixed asset tax
Fy2024 (post settlement)
settement | YAB ] tittion ¥12.9 tition ¥7.8 titiion ¥10.3 tition ¥10.0 wition
Max/Min 2.4 Max/Min 2.7 Max/Min 5.8 Max/Min 1.4 Max/Min 2.3
Hokkaido 84.9 80.3 66.8 1104.6 79.2
Aomori 72,6 64.0 8 | 1031 748
Iwate 7.7 69:5 L1017 85.6
Miyagi 91.9 84.6 1011 925
Akita 725 64.1 . 101.8 734
Yamagata 76.2 703 | 1015 76.9
Fukushima 89.8 770 | 1045 198.8
Ibaraki 91.0 88.6 195.2 925
Tochigi 935 88.1 | 998 197.5
Gunma 93.2 84.2 | 100.0 194.5
Saitama 85.8 1102.3 188.1 83.0
Chiba 91.4 9108.3 1949 89.9
Tokyo ‘ 167.3 ‘ 171.1 245.8 - 1184 ‘ 159.7
Kanagawa 11015 - 1244 1943 198.5
Niigata 85.4 744 1 1025 91.0
Toyama 932 86.9 | 1026 197.0
Ishikawa 93.9 86.8 11054 89.9
Fukui 1100.7 85.5 1104.2 m116.7
Yamanashi $9.2 36.1 1013 91.1
Nagano 85.7 83.6 96.6 86.5
Gifu 86.8 843 96.1 89.5
Shizuoka 198.5 93.1 1 101.0 1101.5
Aichi 1172 107.7 | 1015 1148
Mie 95.4 87.5 102.2 1101.0
Shiga 90.2 88.6 91.6 933
Kyoto 94.6 93.4 95.1 198.0
Osaka 1103.1 94.5 $ 99.8 1103.5
Hyogo 919 96.4 919 94.9
Nara 736 85.9 84.7 2
Wakayama 76.5 7 9 93.7 9.0
Tottori 72,6 68.6 1 98.3 6
Shimane 775 7211 1 96.0 1.7
Okayama 89.5 80.1 1005 93.3
Hiroshima 937 89.0 | 100.0 96.1
Yamaguchi $5.5 7%3.3 96.0 91.4
Tokushima 81.3 75.9 193.9 85.9
Kagawa 8:4.1 79.0 100.2 &jZ.S
Ehime 82.6 72.2 1 1046 89.2
Kochi 714 69.9 | 102.5 71.0
Fukuoka 88.8 83.8 | 9756 89.0
Saga 79.1 70i3 | 98.9 83.4
Nagasaki 703 68.2 {947 69,1
Kumamoto 775 71,0 100.6 78.6
Oita 79.8 705 L1017 86.0
Miyazaki 72,8 65.7 1973 773
Kagoshima 731 64.5 | 96.6 80.4
Okinawa 746 6812 {918 90.9
Nationel average | 100.0 1100.0 | 100.0  100.0

0 50 100 150 200 O 50 100 150 200 O 50 100 150 200 250 300 O 50 100 150 200 O 50 100 150 200

Notes : 1. “Max/Min” indicates the value obtained by dividing the maximum value of per-capita tax revenue for each prefecture by the minimum value.

2. Local tax revenue amounts, not including the amount of special corporation business transfer tax, and exclude overassessment and discretionary taxes, etc.

3. Individual inhabitant tax revenue is the total of the prefectural individual inhabitant tax (on a per-capita basis and on an income basis) and the municipal individual
inhabitant tax (on a per-capita basis and on an income basis), and excludes overassessment.

4. Revenue from the two corporate taxes is the total of the corporate prefectural inhabitant tax, the corporate municipal inhabitant tax, and the corporate business tax
(excluding special corporation business transfer tax) and excludes overassessment, etc.

5. Iﬁ%%lzc:nsumption tax is a theoretical value calculated based on the settlement basis applicable to the FY2024 account settlement using pre-settiement tax revenue of

6. Fixed asset tax revenues include prefectural amounts, and exclude overassessment.

7. Calculations were made in accordance with the basic resident register population as of January 1, 2025.
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Revenues

6 Local Allocation Tax

From the perspective of local autonomy, it would be ideal for each local government to ensure the revenue sources necessary for their
activities through Local tax revenue collected from their residents. However, there are regional imbalances in tax sources, and many
local governments are unable to acquire the necessary tax revenue. Accordingly, the central government collects revenue resources
that would essentially be attributable to Local tax revenue and reallocates them as Local allocation tax to local governments that have
weaker financial capabilities.

1. Determining the total amount of Local allocation tax

The total amount of the Local allocation tax is determined in accordance with estimates of standard revenue and expenditures in local
public finance as a whole, based on a fixed percentage for national taxes (33.1% for Income tax and Corporate tax, 50% for Liquor tax,
19.5% for Consumption tax, and the total amount of Local corporate tax).

The total amount of the Local allocation tax in FY2024 was ¥19,934.6 billion, up 4.9% year on year.

2. How regular Local allocation taxes are calculated for each local government

The Regular local allocation tax for each local government is calculated by the following formula.

( Standard financial requirements )—( Standard financial revenues ) (Regularallocation tax amount)

Standard financial requirements

Unit cost
— Standard financial revenues

x Measurement unit

(national census population, etc.)
Standard local tax revenue

x Calculation rate (75%)
=+ Local transfer tax, etc.

x Correction coefficient
(gradated correction, etc.)

Notes : 1. Standard financial requirements are figured out based on the rational and appropriate service standards for each local government. For this reason, the local share of the
services, such as compulsory education, benefits for livelihood protection, and public works which are subject to national obligatory share, is mandatorily included. Beginning
in FY2001, part of the Standard financial requirements is being transferred to special local bonds (bond for temporary substitution for local allocation tax) as an exception
to Article 5 of the Local Finance Law.

2. Normal local tax revenue does not include Non-act-based tax or over-taxation that sets tax rates above the standard tax rate stipulated in the Local Tax Act.

3. Functiqn of the Local Ratio of Total Revenue for Municipalities
allocation tax Composed of General Revenue Resources

The function of the Local allocation
tax is to adjust imbalances in revenue (%)

resources between local governments %0 52.8 53.2 53.6 53.4
and to ensure their financial capacity
to provide standard public services and
basic infrastructure to residents across
the country.

The adjustment of revenue resources
through Local allocation tax makes the
ratios of General revenue resources
to the total revenues between local 0 — — . .
governments practically flat regardless Midstze cites SMALCINES 000 beople o more)  (Less than 10.000 people)
of the size of population.

40

20

[ Local taxes [0 Local transfer tax, etc. [ Special local grants, etc W8 Local allocation tax

Note : A “Midsize city” refers to a city with a population of 100,000 or more excluding Government-ordinance-
designated cities, Core cities, and Special cities at the time of the effective date, and a “Small city” refers to a
city with a population of less than 100,000.
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Expenditures v /

What are expenses spent on?

1 Expenses Classified by Purpose

Classifying the expenses by purpose demonstrates that much of public money is appropriated for Public welfare expenses, Education
expenses, and Civil engineering work expenses. In prefectures, Education expenses, Public welfare expenses, and Debt service expenses
have the highest shares in that order. In municipalities, Public welfare expenses, General administrative expenses, and Educational
expenses account for the largest amounts in that order.

Composition of Expenditure Classified by Purpose (rv2024 settiement)

@ Other
¥7,283.4 hillion (6.3%)
@ Agriculture, forestry and fishery @ Public welfare
¥3,305.0 hillion (2.8%) ¥32,739.8 hillion (28.2%)
4 Commerce and industry
¥7,496.3 hillion (6.5%)
@ Sanitation Net total
¥8,147.3 hillion (7.0%) ¥115,982.3 hillion

@ Education

¥12,550.8 billion (10.8%) ¥19,352.5 billion (16.7%)

@ Civil engineering work

- @ Debt service
¥12,926.5 billion (11.1%)

¥12,180.7 billion (10.5%)

@ Other @ Other

¥10,125.8 billion ¥2,928.9 hillion (4.2%)

(17.5%) . .

@ Public welfare @ Agriculture, forestry

@ Agriculture, - ¥9,715.7 billion and fishery

forestry and fishery (16.8%) ¥1,337.1 hillion (1.9%)

¥2,401.0 billion

(8.1%) @ Education 4 Commerce and @ Public welfare

ili industry ¥27,110.6 billion

@ Commerce and ¥10,646.0 billion . , 110,

industry (18.4%) ¥2,199.6 billion (38.9%)

- (3.2%)
¥5,346.8 billion
(9.2%) @ Sanitation

:
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! ¥6,105.5 billion
I (8.8%)
i
I
|
I
I
I
I
I
I
I
|
I
I
I
I
I
I
I
|
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I
I

Prefectures
total total
, ¥57,923.2 hillion ¥69,739.8 hillion
@ Sanitation
¥2,220.9 billion @ Debt service -
(38%) ¥6,670.5 billion ‘(‘13,‘;983;')1 billlon
(11.5%) ’
@ Education
¥8,898.7 hillion (12.8%)
@ Civil engineering work @ Civil engineering work @ Debt service

¥4,379.3 hillion (7.6%) ¥6,417.2 hillion (11.1%) ¥6,688.7 hillion (9.6%) ¥5,536.6 hillion (7.9%)

General administration : Expenses for general administration, financial management, accounting administration, etc.

Public welfare : Expenses for the construction and operation of welfare facilities for children, the elderly, the mentally and physically disabled, etc.,
and for the implementation of public assistance, etc.

Education : Expenses for school education, social education, etc.

Civil engineering work : Expenses for the construction and maintenance of public facilities, such as roads, rivers, housing, and parks.

Debt service . Debt service : Expenses for the payment of principal, interest, etc., on debts.
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Expenditures

2 | Expenditures in Regular Portion and Great East Japan Earthquake Portion xpenses clasited by Purpose

@ Other
¥6,611.5 hillion (5.7%)

@ Disaster recovery
¥649.9 billion (0.6%)

@ Agriculture, forestry

Public welfare

¥32,727.3 bhillion (28.3%)
© Of this amount, disaster
relief expenses were

¥172.9 billion (0.1%)

and fishery 4 Education
¥3,251.2 hillion ¥19,334.3 billion
(2.8%) Regular portion (16.7%)

@ Sanitation ¥115,547.8 billion
¥8,121.7 hillion
(7.0%)

 Commerce and @ Debt service
industry ¥12,156.2 billion
¥7,380.6 billion (6.4%) (10.5%)

@ Civil engineering work
¥12,852.7 billion (11.1%)

¥12,453.3 billion (10.8%)

Prefectures

@ Other
¥13.4 billion (3.1%)

@ Disaster recovery

¥8.6 billion (2.0%)
@ Agriculture, forestry ,

Public welfare

¥12.4 billion (2.9%)
© Of this amount, disaster
relief expenses were

¥5.6 billion (1.3%)

and fishery @ Education
¥53'80 billion Great East Japan )(‘J g‘; )b'"'on
(12.4%) Earthquake portion e

@ Sanitation ¥434.6 billion @ Debt service
¥25.6 billion (5.9%) ¥24.6 billion
0,
@ Commerce and (6:7%)
industry

¥106.7 billion (24.6%) @ Civil engineering work

¥73.8 billion (17.0%)

D

¥97.5 hillion (22.4%)

@ Other
¥9,682.8 hillion (16.8%)

@ Disaster recovery
¥431.4 billion (0.7%)
@ Agriculture, forestry

Public welfare

¥9,703.6 billion (16.8%)
© 0f this amount, disaster
relief expenses were

¥161.5 billion (0.3%)

@ Other
¥3.7 billion (1.3%)

@ Disaster recovery
¥7.8 billion (2.8%)

@ Agriculture, forestry '
and fishery

Public welfare

¥12.0 billion (4.4%)

©0f this amount, disaste
relief expenses were
¥3.3 billion (1.2%)

@ Civil engineering work

|
1
I
I
|
I
|
I
i I
and fishery - @ Education ! o @ Education
Y2eT billon ¥106334billion | ¥384 bllion Great ast Japan ¥12,6 billion
(4.1%) Regular portion (18.4%) ro (13.9%) ; (4.6%)
- | e Earthquake portion
@ Sanitation ¥57,646.9 billion I @ Sanitation ¥276.3 billion
¥2,202.2 billion : ¥18.7 billion ’ @ Debt .
(3.8%) . (63%) ¥1e 1 3s:ir|:/i|::
@ Commerce and # Debt service | @ Commerce and (4.1:%)
industry ¥6,659.1 billion ! industry
¥5,260.6 billion (9.1%) (11.6%) | ¥86.2billion (31.2%) @ Civil engineering work
@ Civil engineering work : ¥40.8 billion (14.8%)
¥4,334.7 hillion (7.5%) ¥6,376.4 hillion (11.1%) 1 ¥44.6 billion (16.2%)
Municipalities
@ Other Public welfare | @ Other Public welfare
- o .
¥2,643.7 billon (3.8%) ¥27,102.3 billon (39.0%) | ¥104 billion (5.5%) ¥8.4 billion (4.4%)

@ Disaster recovery ©0fthis amount, disaster | @ Disaster recovery ©0f this amount, disaster
¥273.7 hillion (0.4%) relief expenses were ! ¥1.2 billion (0.6%) relief expenses were

’ Agriculture, forestry ¥40.0 billion (0.1%) | ’Agricuﬂure, forestry ' ¥4.7 billion (2.5%)
and fishery | and fishery @ Education

- | HTH —
¥1,308.1 billon . | ¥29.0 billon et East Japan ¥6.7 billion
(1.9%) Regular portion IR (e— (3.5%)

@ Sanitation ¥69,550.0 billion : @ Sanitation - 8('9 9 b":l' )
¥6,098.3 billion @ Education | ¥7.2billion -3 billion @ Debt service
(8.8%) ¥8,891.9billion | (3.8%) ¥14.5 billion

@ Commerce and (12.8%) ! ¢ Commerce and (7.6%)
industry @ Debt service : industry
¥2,178.9 billion (3.1%) ¥5,522.1 hillion (7.9%) : ¥20.7 billion (10.9%) @ Civil engineering work

: ¥33.8 hillion (17.8%)
I

¥8,876.0 billion (12.8%) ¥6,654.9 billion (9.6%)
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(3 Trends in Expenditures Classified by Purpose

The recent trend shows increases in Public welfare.

Trends in Expenditures Classified by Purpose
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Trends in Breakdown of Public Welfare Expenses by Purpose
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Expenditures

Breakdown of Public Welfare Expenses by Purpose

Prefectures Municipalities
¥32,739.8 hillion ¥9,715.7 billion ¥27,110.6 billion

- ¥164.8 billion,(1.7%, ¥44.7.billion,(0:2%)
(13:9%)

(1.7
(2/4%
0,

)

| Disaster relief
[0 Public assistance
¥813147.billion [ | Child welfare
(3047.%) [ Elderly welfare
[ social welfare

(16:8%)

Breakdown of Educational Expenses by Purpose

Prefectures Municipalities
¥19,352.5 billion ¥10,646.0 billion ¥8,898.7 hillion

¥1,689:7 billion|(8.7.%) ¥1,228/4 billion(11.5%) 74 21billion!(5:3%)

1¥1,5211-8)billion] (17741
3 BUBDIEn9:7%) 2,397 2lblion (22,5%) =
¥1,989.5 billon (10.3%) ¥219121billion!(211%) ¥1,805.7 billon (20.3%) o
Y144317]billion] (7/5%) = ¥206:4billion (1:9%) [ | Egm_:ational general
affairs
¥212318 bilon (1115%) SAITOCII As U Al (LA SSp——
= ¥137:6:billion;(1:5%) education
billion(15:3%) ¥1,642.41billion (15:4%) ¥1,3115!6billion! (14:8%); [0 Social education
" Senior high school
¥2,8511.3]billion|(26:8%)) ¥21392:21billion|(26:9%); 7] Junior high school

[ Elementary school

Breakdown of Civil Engineering Work Expenses by Purpose

Prefectures Municipalities
¥12,926.5 billion ¥6,417.2 billion ¥6,688.7 billion

I

[ #6899 billion| (5:3%) ¥348:31billion; (5:4%) [ ¥35814billion|(54%)
¥1,005.5 billion (7.8%) ¥425.3 billion (6.6%) ¥608.4 billion (9.1%)
¥1,074:5/billion| (16:7.%)
¥4,156.51billion!(32:27%) £ ¥301.6ibillioni(4:7%)
¥3;137:8billion| (46:9%)
T ¥499:4billion (3:9%) ¥1,661:0lbillion!(25:9%) 0 Other
¥1,899:9 billion  (14:7%); | Housing
[0 city planning
| Harbors

¥4,675:3|billion)(36'2%) ¥2,606/41billion)(40/6%)

77 Rivers and coasts
[0 Road and bridges
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What are expenses used for?

(4 Expenses Classified by Type

Expenses are also classified, according to their economic nature, into “Mandatory expenses™ (consisting of Personnel expenses,
Social assistance expenses, and Debt service), the payment of which is mandatory and the amount of which is difficult to reduce
at the discretion of individual local governments, “Investment expenses” including Ordinary construction work expenses, and “Other
expenses,” (such as Goods expenses, Subsidizing expenses, Reserves, Transfers to other accounts).

Composition of Expenditures Classified by Type (Fr2024 settiement)

Transfers to other accounts

¥5,889.6 hillion (5.1%)

National health insurance accounts
¥1,896.1 billion (1.6%)

@ Other
¥8,119.4 hillion (7.0%)

Elderly nursing care insurance accounts

¥1,897.8 billion (1.6%) Mandatory expenses

¥55,789.1 billion (48.1%)

© Latter-stage elderly healthcare accounts
¥1,919.6 billion (1.7%)

@ Reserves Personnel
¥4,835.6 billion (4.2%) Net total ¥24,367.6 billion (21.0%)
@ Subsidizing ¥115,982.3 billion o
¥12,266.1 billion (10.6%) Social assistance
¥19,262.2 billion (16.6%)
@ Goods

¥12,601.1 billion (10.9%) Debt servi
ebt service

¥12,159.4 billion (10.5%)

Investment expenses
¥16,481.4 billion (14.2%)

©® Ordinary construction work
¥15,823.1 billion (13.6%)

© Non-subsidized public works
¥7,552.2 billion (6.5%)

Subsidized public works
¥7,479.6 billion (6.4%)

@ Transfers to other @ Other @ Other
accounts ¥5,782.3 billion @ Transfers to other ¥2,364.8 billion
¥742.5 billion (10.0%) accounts (3.4%)
(1.3%) ¥5,147.1 billion

@ Reserves Mandatory expenses (7.4%) Mandatory expenses
¥2,145.4 billion ¥20,895.9 billion @ Reserves ¥34,919.6 billion
(3.7%) (36.1%) ¥2,690.2 billion (50.1%)

(3.9%)

@ Subsidizing
¥5,598.4 billion
(8.0%)

Subsidizing
¥17,661.9 billion
(30.5%)

Personnel
¥11,477.2 billion
(16.5%)

Personnel
¥12,890.4 billion
(22.3%)

Social assistance
¥1,352.0 billion
(2.3%)

Prefectures Municipalities

total total
¥57,923.2 billion Te,sssis billion ¥69,739.8 billion
11.5%);

@ Goods

@ Goods ¥10,253.5 billion

¥2,347.6 billion (14.7%) Social assistance
(4.1%) Ordinary construction work ¥17,910.2 billion
¥7,908.4 billion (13.7%) Investment expenses 25.7%)
Subsidized public works ¥8,766.3 billion (12.6%) Debt service
Investment expenses ¥4,316.3 billion (7.5%) ¥5,532.2 billion
©® Ordinary construction work (7.9%)

¥8,347.6 billion (14.4%) Non-subsidized public works

¥2,876.8 billion (5.0%)

,
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1

Debt service :
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
\

¥8,491.6 billion (12.2%)
© Non-subsidized public works
¥4,897.4 billion (7.0%)

© Subsidized public works
¥3,379.9 billion (4.8%)
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Expenditures

5  Expenditures in Regular Portion and Great East Japan Earthquake Portion xpenses cassifed by ype

@ Other
¥13,939.5 billion

@ Other Mandatory expenses
¥69.5 billion ¥38.4 hillion (8.8%)

Mandatory expenses
¥55,750.7 billion

¥16,350.0 billion (14.2%)
Ordinary construction work ¥15,700.3 billion (13.6%)
Disaster recovery project ~ ¥649.7 billion (0.6%)

@ Goods
¥48.8 billion (11.2%)

(10.9%) ¥8.6 billion (2.0%)

i
i
0, I
(12.1%) (48.2%) ! (16.0%) Personnel ¥11.6 billion (2.7%)
Q Reserves Personnel : Social assistance ¥2.3 billion (0.5%)
¥4,747.0 billion ¥24,356.0 billion ! Debt service ¥24.6 billion (5.7%)
4.19 19
(@.1%) Regular portion et 1 & ) : ¢ Reseer.as_ Investment expenses
- Social assistance | ¥88.5 billion
¥115,547.8 billion ¥19,259.9 billion | 20.4% ¥131.4 billion
(16.7%) : e04%) Great East Japan (30.2%)
@ Subsidizing Debt service ! p. ' !
¥1,208.2 billion ¥12,134.8 billion ! Earthquake portion ‘2’|:ir|l?ary construction
0 . illi
(10.6%) (10.5%) : @ Subsidizing ¥434.6 billion ¥122.8 bilon (28.3%
@ Goods \ ¥58.0 billion
i Investment expenses | (13.3%) Disaster recovery
¥12,552.4 billion : project
I
I
I

Prefectures

@ Other — Mandatory expenses @ Other Mandatory expenses
¥6,461.9 billion ¥20,877.0 billion (36.2%) ¥62.8 billion ¥18.9 billion (6.8%)
(11.2%) (22.7%)

Personnel

i
I
I
|
I
@ Reserves Personnel ! ¥6.8 billion (2.5%)
¥2,111.4 billion ¥12,883.5 billion : Social assistance
(3.7%) . (22.3%) X ¥0.7 billion (0.3%)
Regular portion Social assistance | @ Reserves Debt service
¥57,646.9 billion ¥1,351.3 billion . ¥11.3 billion (4.1%
2.3%) | ¥34.0 billion (41%)
Debt service ! (12.3%) Great East Japan Investment expenses
@ Subsidizi ¥6,642.2 billion ! Earthquake portion ¥75.1 billion
ubsidizing (11.5%) i @ Subsidizing - (27.2%)
¥17,600.4 billlon \ ¥61.5 billion Y2763 bilen Ordinary construction
(30.5%) Investment expenses | (22.'3% ) work
- o | -
@ Goods ¥8,272.6 hillion (14.4%) : ;I;(i;;sgt:r":'.:;oi:.yg%)
¥2’3023-6 billion Ondinary construction work ¥7,841.2 bilion (13.6%) | ® G00ls — project
(4.0%) Disaster recovery project ~ ¥431.4 billion (0.7%) ! ¥24.0 billion (8.7%) ¥7.8 billion (2.8%)

Municipalities

@ Other Mandatory expenses @ Other Mandatory expenses
*(‘176533-)2 billion ¥34,898.8 billion (50.2%) ¥6.6 billion (3.5%) ¥20.8 billion (11.0%)
of 0

Personnel

Ordinary construction work ¥8,423.8 billion (12.1%)

9 project
Disaster recovery project ~ ¥273.6 billion (0.4%) (13.0%)

¥1.2 billion (0.6%)

i
I
I
i
I
@ Reserves Personnel ! ¥4.7 billion (2.5%)
¥2,635.6 billion ¥11,472.4 billion I Social assistance
(3.8%) ' (16.5%) | 4@ Reserves ¥1.6 billion (0.8%)
Regular portion o ! ¥54.5 billion Debt service
@ Subsidizing ¥69,550.0 billion z;’;'glogs; 'ﬁmﬁe 1 (287%) ¥14.5 billion (7.6%)
’ . I
¥5,584.2 billion (25.7%) : Great East Japan Investment expenses
(8.0%) Debt service | @ Subsidizing Earthquake portion ¥69.0 billion
oG ¥5,517.7 billion I ¥14.2billion ¥189.9 billion (36.3%)
¥‘:)32828 8 bill (7.9%) \ (7.5%) Ordinary construction
14 ,7'V -6 biffion Investment expenses : vork -
(14.7%) ¥8.697.4 billion (12.5% i @ Goods ¥67.8 billion (35.7%)
,697.4 billion (12.5%) ! ¥24.7 billion Disaster recovery
I
I
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‘6 Trends in Expenditures Classified by Type

In FY2024, Personnel expenses have increased.
Compared to ten years ago in fiscal year 2014, Social Assistance Expenses have increased.

Trends in Expenditures Classified by Type

20
I
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[ Goods [ Subsidizing [ Transfers to other accounts [ Other
Trends in Breakdown of Social Assistance Expenses by Purpose
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Expenditures

In FY2024, Personnel expenses increased by 8.5% compared to the previous fiscal year due to an increase in retirement allowance
resulting from the revision of salaries for local government employees and the extension of the retirement age, etc.

Trends in Personnel Expenses

(trillion yen)
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‘ =M~ Nettotal =®=Prefectures -A=Municipalities ‘

Breakdown of Personnel Expenses by ltem

Prefectures
¥24,367.6 billion ¥12,890.4 billion

Municipalities
¥11,477.2 billion

(%)

100
¥559.0/billion|(4:3%)
¥2,470.6 billion!(10:1%) .
bill
41 Be1l6 oilion](14/5%) ¥1,9111.6 billion| (16.7.%)
" ¥3,380.5billion (13.9%)
¥965!2|billion| (7:5%) ¥1,538.9 billion| (13:4%)
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40
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(69!0%) 636%)
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I Employee salaries [ Base salaries [ Other allowances [ Retirement allowances
77 Local public servant, mutual-aid associations, etc. [ Other
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In FY2024, Ordinary construction work expenses increased by 4.9% from the previous fiscal year due to an increase in Unsubsidized
public works, etc. In addition, Civil Engineering Work Expenses account for the largest ratio in the breakdown of Ordinary construction
work expenses by purpose.

Trends in Breakdown of Ordinary Construction Work Expenses Classified by Type

(trillion yen) ¥15.8
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‘ [ Subsidized public works [l Non-subsidized public works [ Obligatory share of public works directly carried out by the national government ‘

Breakdown of Ordinary Construction Work Expenses by Purpose
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Expenditures

Trends in Breakdown of Subsidizing Expenses by Purpose

(trillion yen)
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Flexibility of the Financial Structure
9y &

How financially capable are local governments to respond to local demands?

It is necessary that local governments have financial resources for not only the Mandatory expenses but also for the expenses for
projects to properly address challenges caused by changes in the social economy and administrative needs so that they can adequately
meet the needs of their residents. The extent to which the resources for such purposes are secured is called the “flexibility of the
financial structure.”

= = General revenue resources allotted to Personnel expenses,
1 0 rd I na ry B a I a n ce Ratl 0 Social assistance expenses, Debt service, etc.
] o balance ratio . Ordinary general revenue resources, etc. (Local tax + Regular <100
The FY2024 Ordinary balance ratio increased by 0.2 local allocation tax, etc.) + Special exception portion of loans for
points year-on-year to 93.0%. covering decreases ir_l chal tax revenues + Bonds for temporary
substitution of local allocation tax

The Ordinary balance ratio is the proportion of General revenue resources allotted to Ordinary expenses such as Personnel
expenses, Social assistance expenses, Debt service and other annually disbursed expenses with regularity to a total amount
of Ordinary general revenue resources primarily consisting of Local tax and Regular local allocation tax, Special exception
portion of loans for covering decreases in Local tax revenues and Bonds for temporary substitution of Local allocation tax.

* FY2020 and FY2021 include Extended special exception bonds.

Trends in the Ordinary Balance Ratio

Ordinary
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* Special wards and partial administrative associations, etc., are not included in total and municipalities.

Breakdown of Ordinary Balance Ratio (tota)
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Flexibility of the Financial Structure

2 Real Debt Service Ratio

Close attention should be paid to the trend of the Debt service, which is the expense required to repay the principal and interest of the
debts of local governments and has an especially negative impact on financial flexibility.
The Real debt service ratio is an index that measures the extent of the burden related to Debt service.

Trends in the Real Debt Service Ratio
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* Real debt service ratio: The real debt service ratio is an index of the size of the redemption amount of debts (local bonds) and similar expenditure, and
represents the cash-flow level.
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Future Financial Burden AV 4

What is the status of debt in local public finance?

1| Trends in Outstanding Local Government Bonds and Debt Burden

Real future financial burden resulting from outstanding local government bonds and debt burden amounted to ¥130,814.0 billion at
the end of FY2024, decreased 1.0% year on year. Out of this, outstanding local government bonds amounted to ¥137,099.1 billion,
decreased 1.8% year on year, due to decreased in bonds for the extraordinary financial measures.

(trillion yen)
180

150 [

120 [

90 [

60 [

30 o @5 wg

O S
22!6 23.6

1 1 1
%0 FY2014 FY2015 FY2016 FY2017 FY2018 FY2019 FY2020 FY2021 FY2022 FY2023 FY2024

[ Reserves on hand |71 Bonds for the extraordinary financial measures [ Outstanding local government bonds (excluding Bonds for the extraordinary financial measures)
" Debt burden == Outstanding local government bonds + Debt burden - Reserves on hand

Notes : Debt burden is the amount scheduled to be expended in the following fiscal years.

2 Trends in Outstanding Borrowing Borne by the Ordinary Accounts

Outstanding local public finance borrowing, which includes borrowing in the special account for Local allocation tax and Transfer tax for
addressing revenue resource shortages, as well as the redemption of Public enterprise bonds borne by the Ordinary accounts, remains
at a high level, amounting to ¥179,524.6 billion at the end of FY2024.

(trillion yen)
250

¥179.5
182.7  trillion

200 [ :

100 [~ [9745] 90:58 8198 90l Sl
50 [
1 1 1 1 1 1

FY2014 FY2015 FY2016 FY2017 FY2018 FY2019 FY2020 FY2021 FY2022 FY2023 FY2024

[0 Bonds for the extraordinary financial measures I Outstanding local government bonds (excluding Bonds for the extraordinary financial measures)
[ Outstanding public enterprise bonds (in ordinary accounts) [ Outstanding borrowing borne by special account for local allocation tax and transfer tax grants
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Future Financial Burden

(3 Trends in Reserves on hand

Reserves on hand at the end of FY2024 stood at ¥29,480.2 billion.

(trillion yen)
30

¥29.5 trillion
28.9

FY2014 FY2015 FY2016 FY2017 FY2018 FY2019 FY2020 FY2021 FY2022 FY2023 FY2024

[0 Public finance adjustment fund /7 Sinking fund [ Special purpose fund

Note : Reserves on hand do not include the amount of reserves for Sinking fund to be appropriated for principal and interest for local government bonds to be redeemed in full on
maturity.
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Local Public Enterprises

What is the status of local public enterprises?

(1 Roles Played by Local Public Enterprises

Local public enterprises play a major role in improving the standard of living of residents.

Current water-supply Sewerage disposal No. of passengers No. of passengers :
population population per year per year No. of hospital beds
out of 121.90 million out of 116.13 million out of 23,377 million out of 4,035 million out of 1.47 million
121.40 million 100.50 million 2,501 million 797 million 199 thousand
(99.6%) (90.4%) (10.7%) (19.7%) (13.6%)
(%)
100

90

20

10

Water-supply business Sewerage business Transportation business Transportation business Hospitals
(including small-scale water supply business) (railways) (buses)

Notes : 1. Law applicable enterprises (including local public enterprise type local incorporated administrative agencies) and business conducted by the law applicable enterprises are

included in this graph.
2. The graph shows the ratio of local public enterprises when the total number of business entities nationwide is set at 100.
3. Figures for the total number of enterprises nationwide have been compiled from statistical materials of related organizations.

Number of Businesses Operated (3| Scale of Financial Settlement
by Local Pub"c Enterprises The scale of total financial settlement is ¥19,204.1 billion.

' _ _ By type of business, hospitals account for the largest ratio,
7,916 businesses are operated by local public enterprises. o 10wed in order, by sewerage business, water supply business,
By type of business, sewerage accounts for the largest ratio, transportation, and residential development.
followed, in order, by water supply, hospitals, care services, and

residential development.

@ Other @ Other @ Hospi
@ Sewerage - Hospitals
1,076 (13.6%) B ¥51 f;?’-z billion ¥6,719.2 billion
3,584 (45.3%) (6.4%) (35.0%)
,—~ @ Residential
development S
- cale of

@ Residential No. of ¥619.2 billion - .

development busi (3-2%) financial

393 (5.0%) I.IS;I’::BSSES @ Transportation settlement

. ’ ¥879.4 billion ¥19,204.1 hillion
@ Care services (4.6%)
o .
450 (5.7%) Water supply
business
@ Hospitals 1,735 (21.9%) *Wat A @ Sewerage business
ater supply business -
678 (8.6%) :later supply business 1,299 (16.4%) (including small-scale water supply) ‘(‘25651%/?,)4 billion
mall-scale water supply business 436 (5.5%) - .
(End of FY2024) ¥4,359.8 billion (22.7%) (End of FY2024)

Local Public Finance, 2026 -lllustrated— 2 8



Local Public Enterprises

4 Financial Status

Local public enterprises had a surplus of ¥130.0 billion. By major businesses, water supply, industrial-use water, transportation,
electricity, gas and sewerage business showed a surplus.

Trends in the Financial Status of Local Public Enterprises
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Impact of Great East'Japan Earthquake

1 Settlement of Disaster-Struck Organizations

1. Specified Disaster-Struck Prefectures
The total revenues of the nine specified disaster-struck prefectures amounted to ¥10,211.9 billion, decreasing by ¥72.0 billion year on
year, or 0.7% (2.2% national increase). Total expenditures of the entities amounted to ¥9,936.1 billion, decreasing by ¥81.1 billion year

on year, or 0.8% (2.3% national increase).

*Specified disaster-struck prefectures : Prefectures stipulated in Article 2, Paragraph 2 of the Act on Special Public Finance Support and Assistance to Deal with the Great East
Japan Earthquake (Act No. 40 of 2011). These prefectures are Aomori, Iwate, Miyagi, Fukushima, Ibaraki, Tochigi, Chiba, Niigata, and Nagano
prefectures.

Revenues and expenditures of Specified Disaster-Struck Prefectures

<Current revenues and expenditures of Specified Disaster-Struck Prefectures>  (billion yen, %)

Comparison (Reference) Nationwide
Category FY2024 FY2023
Change amount Change rate Change rate
Revenues 10,211.9 10,284.0 A720 AQ7 2.2
Expenditures 9,936.1 10,017.3 A81.1 AQ8 2.3

2. Specified Disaster-Struck Municipalities
The total revenues of the 227 municipalities designated as specified disaster-struck municipalities amounted to ¥8,038.0 billion,
increasing by ¥240.5 billion year on year, or 3.1% (4.1% national increase). Total expenditures of the entities amounted to ¥7,744.6

billion, increasing by ¥260.8 billion year on year, or 3.5% (4.3% national increase).

*Specified disaster-struck municipalities : Municipalities designated in Appended Table 1 and those designated in Appended Tables 2 and 3 that are other than specified disaster-
struck local public bodies of the Japanese government ordinance (No. 127, 2011) concerning Article 2, Paragraphs 2 and 3 of the Act
on Special Public Finance Support and Assistance to Deal with the Great East Japan Earthquake. (A total of 227 organizations in 11
prefectures, including, 33 organizations within Iwate Prefecture, 35 organizations within Miyagi prefecture, and 59 organizations within
Fukushima prefecture.)

Revenues and expenditures of Specified Disaster-Struck Municipalities

<Current revenues and expenditures of Specified Disaster-Struck Municipalities>  (billion yen, %)

Comparison (Reference) Nationwide
Category FY2024 FY2023
Change amount Change rate Change rate
Revenues 8,038.0 7,7197.5 240.5 3.1 4.1
Expenditures 7,744.6 7,483.9 260.8 3.5 4.3
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Impact of Great East Japan Earthquake

2 | Financial Status of Businesses of Local Public Enterprises
in Disaster-Struck Organizations

Total revenues and expenditures of local enterprises of disaster-struck organizations amounted to a surplus of ¥28.3 billion, a decrease
of ¥63.3 billion year on year, or 69.1%. There were 686 businesses with surpluses, or 79.0% of all businesses, while 182 businesses
had deficits, or 21.0%.

*Local enterprises of disaster-struck organizations : Nine prefectures stipulated in Article 2, Paragraph 2 of the Act on Special Public Finance Support and Assistance to Deal with
the Great East Japan Earthquake, and 178 municipalities stipulated in Appended Table 1 of the Japanese government ordinance
concerning Article 2, Paragraphs 2 and 3 of the Act on Special Public Finance Support and Assistance to Deal with the Great East
Japan Earthquake (including some labor unions joined by the above bodies).

Financial Status of Businesses of Local Public Enterprises, etc. in Specified Disaster-Struck Organizations

(billion yen) Net amount
1750 ¥138.9 billi
150.0 Net amount Net amount -2 billion Net amount Net amount
¥102.7 billion ¥100.3 billion ¥107.4 hillion ¥91.6 hillion Net amount
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50.0 [ ¥126.00bilion] 125 7billion) - p¢150:3lbillion) - ¥11816 billion|-— ¥122/4 billion! 1 00/6 billion|
260 |- 92 ii13) 103] 135 L2
0.0 | | —— u — — | | — — — u — ! u —
250 L £¥25:3billion il T e A¥30.8bilion
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[0 Surplus [0 Deficit <<~ No. of businesses with surpluses = No. of businesses with deficits

31 wnite Paper on Local Public Finance, 2026



Promotion of the Soundness of Local Public Finance

1 Overview of the Act on Assurance of Sound Financial
Status of Local Governments

A number of drawbacks were pointed out with the previous system for financial reconstruction of local governments, including the lack
of a legal obligation to disclose comprehensible financial information and the absence of rules for early warning. In response, the Act
on Assurance of Sound Financial Status of Local Governments was enacted and has been in force since April 2009. The act establishes
new indexes and requires local governments to disclose them thoroughly, with the aim of quickly achieving financial soundness or
rehabilitating their finances.

Outline of the Act on Assurance of Sound Financial Status of Local Governm

( \
Early Improvement of Financial Soundness
L (Local Governments Improving Financial Soundness) )

4 \
Local governments that do not meet Early
L financial soundness restoring standard

9 Establishment of indexes and
thorough disclosure

(@ Flow indexes:

@ Restoring financial soundness
through their own efforts

(@ The local government must formulate a h

9 Solid rehabilitation through involvement
of the central government, etc.

® The local government must formulate Financial

Real Deficit Ratio
Ratio of real deficit in the general account against
the standard financial scale

Consolidation Real Deficit Ratio
Ratio of real deficit and finance shortfall in all
acconts including public enterprise accounts against
the standard financial scale

Real Debt Service Ratio
Ratio of debt service and quasi-debt service borne
by the general account against the amount based on
the standard financial scale

® Stock index:

Future Burden Ratio
Ratio of future liabilities effectively borne by the
general account, including those related to local
public enterprises, and corporations subject to loss
compensation )

N

(Financial Shortfall Ratio
Ratio of finance shortfall in each public enterprise
against the business scale

Financial Soundness Improvement Plan (with the
assembly’s approval and undergo an external audit)

® The progress of implementation of the plan must
be reported to the council and published annually

@ [f the early improvement is deemed to be significantly
difficult to achieve, the Minister for Internal Affairs
and Communications or the prefectural governor may

L make necessary recommendations

J
(" N
® The local government must develop a
management soundness improvement plan
(with the assembly’s approval and undergo an
external audit)

® The progress of implementation of the plan must
be reported to the council and published annually

® |f the improvement is deemed to be significantly
difficult to achieve, the Minister for Internal Affairs
and Communications or the prefectural governor

may make necessary recommendations

{
Public enterprises that do not meet

Improvement of management
soundness for public enterprise

Rehabilitation Plan (with the assembly’s approval
and undergo an external audit)

® Consent to the Financial Rehabilitation Plan
can be sought through consultation with
the Minister for Internal Affairs and
Communications

[Without consent]
Issuance of local bond is restricted,
except for expenditure for rehabilitation
measures for disasters, etc.

[With consent]
Local bonds whose maturities fall within
the plan period (Rehabilitation Transfer
Special Bond) can be issued to finance
the shortfall

@ If the financial management is deemed not to
conform with the plan, the Minister for Internal
Affairs and Communications may make
necessary recommendations, such as budget
changes

\Criteria for Management Improvement)

\(Public Enterprises Improving Management Soundness)) |\ J

-

CCriteria for Early Financial Soundness ImprovemenD CCriteria for Financial RehabilitatiorD

Financial
deterioration

Sound
finance

( Prefectures : 3.75%
Municipalities and special wards : 11.25% - 15%

Prefectures : 5%
Municipalities and special wards : 20

% The Real Deficit Ratio
and Consolidated Real
Deficit Ratio standards
for Tokyo are set
separately from the
ratios shown here.

Real Deficit Ratio

Prefectures : 8.75%
Municipalities and special wards : 16.25% - 20%

Consolidated Real
Deficit Ratio

Prefectures : 15%

Municipalities and special wards : 30

Real Debt Service Ratio 25%

Prefectures, Ordinance-designed cities : 400%

Future Burden Ratio Municipalities and special wards : 350%

N N0 N7

20%

Criterion for Management
Soundness Improvement

Financial Shortfall Ratio
(for each public enterprise)

* The Ratios for Measuring Financial Soundness and Financial Shortfall
Ratio are examined by the audit commissioners, reported to the council
and published annually.

Local Public Finance, 2026 —lllustrated—

32



Promotion of the Soundness of Local Public Finance

Targets of the Ratio for Measuring Financial Soundness

(Previous Reconstruction Law)

(Act on Assurance of Sound Financial Status of Local Governments)

o]
D
=<
c_cp: = General account conerdl
=} 8 account, etc.
§ «
e 2
3
"""""""""""" @ | Special accounts
73
. Pubic | 2 1 & @ Te
””””” S en|'::||'mr(i:se business
=g P accounts
Za accounts
L R I . T . e e e
* Calculated for each * Calculated for each
public enterprise . - . ma— public enterprise
account Partial administrative associations, account
wide-area local public bodies, etc.
Local public enterprises,
third-sector enterprises, etc.

2 | Status of the Ratios for Measuring Financial Soundness
and Financial Shortfall Ratio

Real Deficit Ratio

The following graph shows the trend in the number of local governments

with a real deficit.

Real deficit in General account, etc.
Standard financial scale

Real Deficit Ratio =

Based on FY2024 settlements, none Of the local govemments had a real The Real deficit ratio is an index of the deficit level of the general account, etc. of local
deficit (i.e., Real Deficit Ratio is greater than 0%).

(No. of local governments)

25

20 -

15 -

10 |-

governments offering welfare, education, community-building, and other services, and
represents the extent to which financial condition has deteriorated.
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o oo o Blas o mim 0 mim 0 0

FY2007 FY2008 FY2009 FY2010 FY2011 FY2012 FY2013 FY2014 FY2015 FY2016 FY2017 FY2018 FY2019 FY2020 FY2021 FY2022 FY2023 FY2024

[ Local governments with real deficit
[T At or above the criterion for finance rehabilitation

[ At or above the criterion for early financial soundness improvement
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Consolidated Real Deficit Ratio

The following .graph shoyvs the trendilrl the number of local Consaatod el ot i = Consolidated real deficit

governments with a consolidated real deficit. et IR S Standard financial scale

Based on FY2024 settlements, no local government had a The consolidated real deficit ratio is an index of the deficit level for a local governments as a whole
by taking the sum of the deficits and surpluses of all accounts, and represents the extent to which

consolidated real deficit (i_e_, Consolidated Real Deficit Ratio that financial condition has deteriorated for the local government as a whole.
exceeds 0%).

(No. of local governments)
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[0 Local government with Consolidated Real Deficit [ At or above the criterion for early financial soundness improvement
[T At of above the criterion for finance rehabilitation

Real Debt Service Ratio

The followmg graph shows the tr_end in the (debt service + quasi-debt service) — (specific revenue + standard financial
number of local governments with a Real Real Debt Service Ratio _ requirements for debt service and quasi-debt service)

debt service ratio equal to or exceeding 18%. (3-yearaverage) Standard financial scale — (standard financial requirements for debt service
and quasi-debt service,
Based on FY2024 settlements, there was ) )

Real Debt Service Ratio is an index of the size of the redemption amount of debts (local bonds) and similar expenditure, and represents the
one city with real debt service ratio equal emviime - , ; , o 3
. L. * Local governments with a Real Debt Service Ratio equal to or exceeding 18% are required to obtain the permission of the Minister of
to or exceedlng the criterion for early Internal Affairs and Communications, etc., to issue local government bonds.
financial soundness improvement. This
local government equals to or exceeds the

criterion for finance rehabilitation.

(No. of local governments)
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[ Local governments with real debt service ratio equal to or exceeding 18% [ At or above the criterion for early financial soundness improvement
[0 At of above the criterion for financial rehabilitation
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Proﬁ)tion of the Soundness of Local Public Finance

Future Burden Ratio

The foIIowmg graph shows the Frend in the Future burden amount — (available funds + estimated specific revenue +
number of local governments with a Future future standard financial requirements pertaining to outstanding local
burden ratio equal o or exceeding the criterion ~ Future Burden Ratio = goverment bonds, etc.) S :
. . . Standard financial scale — (standard financial requirements for debt service

for early financial soundness improvement. and quasi-debt service)
Based on FY2024 settlements, no local Future Burden Ratio is an index of the current outstanding balance of burden, including that of debts (local bonds) of the general account, etc.

. . as well as other likely future payments, and represents the extent to which finances may be squeezed in the future. No Criterion for financial
government with a Future burden ratio rehabilitation is established for the Future Burden Ratio.
equal to or exceeding the criterion for early

financial soundness improvement.
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Financial Shortfall Ratio

The following graph shows the trend in the number of local public enterprises Financial shortfal
i i i Fi ial Shortfall Ratio =
with a financial shortfall. inanciat shortrafl hatio S & i
Based on FY2024 settlements, there were 55 local public enterprises with a The Financial Shortfal Ratio is an index of the financial shortfall of public
. . . 3 . . . enterprises compared to the size of their income, which shows the size of
financial shortfall (i.e., with a Financial shortfall ratio that exceeds 0%). Of these, business of local pulc enfrriss, and rereserts the extrt to win
. . . . . inancial health has worsened.
3 enterprises had a Financial shortfall ratio that equals or exceeds the criterion

for management soundness improvement.
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‘ [ Local public enterprises with financial shortfall  J At or above the criterion for management soundness improvement ‘
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