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Trends in Business-Group Taxation Reform in Japan:
Tax-free Reorganization and Consolidated Returns

Nobumasa NAKATA

The establishment of a taxation system to promote strategic business system reorganization
is very important in Japan. The tax-free exchange and transfer of shares was introduced by
the Tax Reform Act of 1999. Tax-free reorganization, enacted with the Tax Reform Act of
2001, includes mergers, corporate divisions, investments in kind and post-establishment
transfers. The book value of the acquired corporation’s property is carried over to the acquir-
ing corporation in qualified reorganization. The consolidated return system will be introduced
after April 1, 2002. Consolidated taxable income is calculated by offsetting profits against
losses of group-member corporations.

The tax-neutral group taxation system will be established based on the enactment of tax-
free reorganization and consolidated returns in Japan.



