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Abstract

Revision of the principle of balancing income and expenditures under the revised Public Inter-
est Corporations Recognition Act has resulted in a system that enables public interest corpora-
tions to respond to changes in social issues and work to revitalize their public interest activities.
Furthermore, the tax system for public interest corporations can be said to continue to provide
tax relief.

We believe that taxation of public interest corporations consistent with the public interest cor-
poration system would serve as a bridge to clarify the division of roles between the public and
private sectors. The purpose of this paper was to clarify the essence of taxation of profit-making
businesses from the perspective of the tax-exempt status of charitable businesses, and to consider
a functional taxation system that should be in place.

Taxing public interest corporations would be consistent with the principles of the public inter-
est corporation system by shifting the taxation method from one based on the source of income
to one based on the consumption of assets. Furthermore, sanctions imposed for failing to meet
standards for public interest recognition have the effect of encouraging the appropriate consump-
tion of assets through public interest activities. As a result, we believe that this would serve as a
deterrent to tax avoidance.
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