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In order to provide a basic framework for taxation theory of air rights
transactions, which has not been clarified in the field of tax law in Japan, this research examines
the legal nature of development rights (TDRs) in the United States, which is leading the way, and
surplus floor area ratio in Japan, from a common perspective. This research clarified that TDRs in
the U.S. are property rights and are the like kind of property as real estate, and that exchanges
with real estate that meet certain requirements constitute exchanges of like kind property for which

non-recognition is allowed under Section 1031 of the Internal Revenue Code.

This research also provided useful insight into the question of whether or not air rights have
economic value at the time of creation and retention: on the one hand, the transferor must consider
depreciation based on the special floor-area ratio limitation, and on the other hand, the buyer must

consider the economic value of the air rights.
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