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Abstract

The tax Dburden that will be generated from merger or
demerger i1s one of the decisive factors that involved
corporations of merger or demerger should take into account.
Most  countries has the preferential taxation systems on
merger and demerger for the promotion of  corporations’

restructuring.

This report, fristly, studies the preferential taxation
provisions and the theories thereof on merger and demerger
of Korean Corporate Tax Law and other countries’

legislation.

Secondly, 1t points out the problems concerning various
requirements and anti-tax avoidance measures of the current

preferential taxation provisions on merger and demerger.

For exemple, the cash limitation condition that 95/100 or
more of the total value of the consideration of merger
received by stockholders of the extinguished corporation from
the mergering corporation or newly—-established corporation
should be the wvalue of the stocks in return for such merger,
1s applied to most preferential taxation systems on merger of
the Corporate Tax Law. The cash limitation condition 1is
relevant to inclusion of merger evaluation profits n
deductible expenses, succession of net operating losses etc..
As the result, this cash limitation condition may compel or
induce involved corporations of merger to meet this condition

unreasonably.

And finally, this report presents the remedies of the

problems pointed out.



¥ Key Word: merger taxation, demerger taxation, preferential taxation on
merger, preferential taxation on demerger, anti-tax

avoidance measures
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[.v =

A 3% 7192 ZAAH AAd B e=re] e
I.7] =
1.7 &

v WA YH(Internal Revenue Code; IRC)E  A368% <]
NAzAAA fol sfdsts Bedle Eejol A H(realization)H 2
gx B & e Afd= FFIRC A354x P A3B6x)9 HA
(IRC A361x)°] wiste] 2 &S 4 (recognition)stA] ol ste

] o

ot

A A Q1AEZR o}Udt o]olr} L4

Rt =
& FF Ex WHdel #HZ At shde] wFHIARC #3658 H
A32E) o5 AHFshe well dH= AoE Hop HAAFH. o]l
vl Wi Aol WRle EHAEOR Qlste WA= &Sl W

A olAE FHE&st= ‘BlFAA ZFAH(tax—free reorganization) T

olfi, ZAAT] WY FHL WAAAAW ol

ol

= Fi s . =
Malz dstel T Wl 244 2 BA) BAoly 4dcl MARAE
ohIshs) wEoletm FhD

st ME BT WZAYWF AAZIAA AAY FPH 2
S Este] thste] Al Ech

s

2. Z2AARAA L 7+

oE WA ABe8E(a(DAAM Aetal e =AAELe I A4
o uwat 71FAFTH ZF2Z AW (amalgamating reorganization), T
71994 ZZF A H(single-corporation reorganization) % F&F
A A(divisive reorganization) &2 FEHTE o]EL A E5Y

W 7FZ2EE Z2FAES AZ(HEAAS] 4. statutory merger

I BN 1Y

1) P. R McDaniel / M. J. McMahon / D. L. Simmons, Federal Income
Taxation of Corporation, Foundation Press, 1999, p. 518.
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A3 Z1dz=AAE AA B3 =] AR

and consolidation: Type A) - -B¥E(FA g acquisition of stock
for voting stock: Type B)-:CHAAFF=%  AHAE  acquisition  of
property for voting stock: Type C):BlE&Z D¥(non-divisive
reorganization), Td7|HH ZAANHLS EFHAEFEZZEAH.  recap-
italization: Type E), F3(mere change in identity, form or
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