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Issue of Constructive Gift Related to
the Unequal Reduction of Stated Capital

Manwoo Lee* - Moonsoo Moon**

ABSTRACT

In case where the property is transferred gratuitously the gift tax would be
imposed in accordance with the inheritance tax law. Particularly under the provisions
on presumption of gift, a gift tax would be imposed even though the act does not ap-
pear to take the gift. Such provisions are the supplement to promote the impartiality
of taxation. Because of the difference of the scope of taxable income between the
corporation tax and the income tax laws, there can be exist unfair situation. The
unequal reduction of stated capital among shareholders is presumed as gift by the
recently established inheritance provision.

The purpose of this paper is to analyze the wealth transfer on the unequal reduction
of stated capital and review its economic nature. Reviewing the legislation process,
we attempt to investigate the relation between law and moral. The results reveal a
logical inconsistency existing in the constructive gift when non-related party is
participated in such unequal reduction.

The taxation bureau should take clear attitude toward such newly arising matters
which are not subject to taxation in accordance with the existing tax law. Taxpayers
who use it as a means of tax management, however, can not avoid censure for

violation of public morals or social ethics.

* Assoclate Professor, College of Business Administration, Korea University
*k [nstructor, College of Business Administration, Korea University






