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A Consideration of the Taxation Practice on Free of Transaction

— The Interpretation of Corporate Income Tax Law (Article22, Para.2)

AR AR
Aiichiroh Suzuki

Abstract

The paper is about the statutory interpretation of the taxation on free of charge transactions pursuant to
the Japanese Corporate Income Tax Law (article 22 para.2) that has long been a controversial issue in terms
of (1) the logical ramification of the taxation in combine with the issue of deductible corporate donation,
(2) the taxation on the transactions done by the low price transferring stipulated therein, specifically, the
rationalizing “fair” valuation of the asset to be traded if the law mandate to the effect that to encompass the
full gamut of flow of the value of such asset.

The core of the issue of the taxation in line with the corporate donation is its involvement of the
inference of the economical motivation of the donor who deemed to be received something valuable in
return.

However, recently, the adjustment has been made for the corresponding regulation or directive rather
than by statute itself issued from the taxation body in conjunction with the institution of the foreign

government tax system to expand the boundary for the deduction for consolidated entities.
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