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Research on calculating the amount of capital gains

—VFocusing on acquisition and transfer costs—

Kouichit HOKAMURA

Summary

First, the reasons why the 2005 Supreme Court ruling recognized the transfer fee as an
“asset acquisition cost” under the Income Tax Act are that under the current Income Tax
Act, the deemed capital gains taxation is reduced and the acquisition cost is reduced. Along
with the expansion of inheritance, the scope of “expenses to acquire assets” has expanded
under the Income Tax Act. In addition, acquisition cost deductions function similarly to
necessary expense deductions. This is because deductions for necessary expenses are
permitted even if they are not directly related to business activities, and deductions for
acquisition costs that are not directly related to an increase in asset value are also considered
to be permitted.

Secondly, the reason why deduction of transfer expenses is allowed in calculating the
amount of capital gains is that if the income tax law adopts the theory of capital gains income,
the effort or skill of the transferor Expenditures that are not directly related to an increase
in asset value, such as, etc., are necessary in order to earn more income, and are allowed as
deductions. In other words, the income tax law allows deductions for expenditures that are
not directly related to the increase in property value, and also allows deductions for transfer

costs.



