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Abstract

This paper examines the taxation of greenhouse gas emission rights trading. It
particularly focuses on transactions conducted for trading purposes as part of commodity
investments. First, the paper provides an overview of emissions trading and notes that
investing in emissions allowances can be a type of commodity investment. Next, it
compares how the holding of emissions allowances in order to profit from short-term
market price fluctuations is treated in accounting under corporate accounting standards
and the Corporation Tax Act. This comparison highlights issues unique to emissions
trading.
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