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Japan to crack down on wealthy tax dodgers fleeing abroad
1) TOKYO -- Japan is considering taxing the capital gains on stocks and other financial assets held by residents

moving overseas, part of an effort to prevent the super rich from escaping tax bills.

2) When Japanese residents sell stocks, capital gains are subject to a 20% tax, including income and residential
taxes. But if they move abroad while owning stocks that have unrealized gains, they do not pay taxes to the
Japanese government but to their new country when the stocks are sold. A growing number of Japanese are
ducking payment by moving to places that do not tax capital gains, such as Singapore, Hong Kong and
Switzerland.

3) France, Germany and Canada are among those nations that already tax unrealized capital gains when
residents move abroad. Japan plans to adopt the same measures for those with financial assets of more than 100
million yen ($927,000). About 100 people are expected to be subject to this levy each year.

4) Those moving abroad temporarily will not be taxed on unrealized capital gains as long as they notify the
government and move back to Japan within the specified period. If they do not return by the deadline, the
government intends to collect the tax through local authorities overseas.

5) The Finance Ministry presented the proposal to the government's tax commission on Tuesday. With some in
the ruling Liberal Democratic Party are calling for swift action, the government hopes to include the new levy in
a tax reform package for fiscal 2015, which the ruling coalition will draw up in December.

6) By closing a loophole that favors the wealthy, the government hopes to demonstrate the fairness of its tax

policy before raising the consumption tax, a regressive tax that puts a disproportionate burden on low-income
households.
7) Taxation of Japanese individuals living overseas has been a topic of debate in Japan since a wealthy taxpayer

won a historic case in 2011. Japan’s Supreme Court granted a ¥200 billion tax refund to Toshiki Takei, the son of
the founder of a consumer finance company. The court ruled that the Japanese
government did not have the right to tax a gift of shares from his father in 1999
because Mr. Takei was a resident of Hong Kong at the time. [Oct 22,2014 /Nikkei
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<Japan’s government is considering imposing an ‘exit tax’ on wealthy individuals who fly off to
foreign climes to take advantage of lower tax rates.
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Y lce breaker for active discussion

1. How important are taxes?

2. What do you think are the reasons of having an increasing number of wealthy households in Japan?

3. What are the benefits of having healthy households for a country?

4. What do you think about the government’'s plan to impose “exit taxes™ to wealthy people fleeing the country?
5. What are the possible effects of imposing such rule?

6. What can you say about Mr. Takei's case?

7. Make sentences using the following words: dodge, capital gain, be subject to, levy, notify, draw up, loophole
and favor.
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