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The Problems and Improvements on ‘Corporate
Income Tax System’ Resulted from Rejection of

Unfair Act and Calculation on Capital Transaction.

Kwang—Bok Koh"

<{Abstract>

The main purpose of this study is to point out the problems on taxational regulation of income
disposition and acquisition value calculation and revenue recognition closely related to rejection of
unfair act and calculation on capital transaction and to suggest the improvements on the Income
Tax System which is most suitable to the intended purpose of rejection of unfair act and
calculation. The improvement suggestions to supplement and to correct errors on the current tax
regulation is as follows.

Firstly, in case of rejection of unfair act and calculation by distributing profit to the specially
interested party through unfair merge, uneven capital increase, uneven capital decrease, other capital
transactions, it is difficult to accomplish the original purpose of the law due to the lack of regulation
in decreasing the amount equivalent of possessed share decrease of profit distributor from
acquisition value(book value). Therefore, revision on the provision 3 of the article 72, Corporation
Income Tax Enforcement Decree to add the content of adjusting the acquisition value by deducting
the value decrease of possessed share which is equivalent to the distributed profit, is suggested.

Secondly, the 4th paragraph of provision 1 of the article 72, Corporation Income Tax Enforcement
Decree regulating the acquisition value of new share acquired through merge, split should be
revised since it has an error to over—calculate the acquisition value of merged(splitted) new share
due to double calculation the money delivered due to amalgamation and rejection of unfair act and
calculation.

Thirdly, the provision 9 of the article 11, Corporation Income Tax Enforcement Decree should be
deleted since the corporation’s profit from rejection of unfair act and calculation is already tax—
levied or is to be tax—levied in the near future without regulating separately, therefore it is not an
issue to preserve the taxation. In addition, it even causes the unfairness of taxation due to the
differentiation from the similar profit distribution and also results in confusion of taxation system on

the same ground as above.

<Key words> capital transaction, rejection of unfair act and calculation, acquisition value calculation
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