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¥ SR PP E, LA FA A7, 2020~2024.
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< Abstract>

Improvement Measures for the Deemed Acquisition Tax
on Controlling Shareholders under Local Taxation Law

Lim, Jung Gil* & Yoon, Tae Hwa**

The deemed acquisition tax on oligopolistic shareholders raises significant
concerns regarding the principle of limited liability and tax equity. While
shareholders are generally liable only to the extent of their capital contribution,
this tax imposes an additional burden by linking mere shareholding to
acquisition tax liability. Although the Constitutional Court and the Supreme
Court of Korea have upheld the legitimacy of such taxation under the principle
of substantial taxation on the grounds that oligopolistic shareholders can exert
substantial influence over a corporation’s key decisions scholars continue to
criticize the system for issues of double taxation and fairness. Despite ongoing
discussions and proposals for reform, this study aims to suggest feasible
measures that minimize the burden on taxpayers while maintaining the current
system.

The main findings are as follows. First, it is necessary to adjust the scope of
joint tax liability for oligopolistic shareholders so that, similar to the secondary
tax liability system, they are charged acquisition tax only up to the extent of
their shareholding ratio, or exempt minority shareholders below a certain
threshold from deemed acquisition tax. Second, even for non-listed corporations,
institutional safeguards equivalent to those of listed companies should be
established particularly for those subject to external audits to prevent tax
avoidance and excessive concentration of control ; in such cases, deemed
acquisition tax should be excluded, thereby reducing the disparity between listed
and non-listed corporations. Third, the definition of related parties should be
restructured so that taxation applies only to sharcholders with substantial control

over the corporation. Fourth, given that the threshold for oligopolistic shareholding

* Primary Author : Doctoral Student Graduate School of Gachon University
=% Corresponding Author : Professor, Gachon University
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in Korea is relatively low compared to foreign cases, it is necessary both to
raise this threshold and to introduce relief provisions for changes in shareholding
ratios.

This study highlights the legal and institutional challenges of the deemed
acquisition tax and presents practical suggestions for improvement. In particular,
resolving the problem of double taxation and securing tax equity are identified
as key policy objectives. Since arbitrary interpretations and excessive burdens
may infringe upon taxpayers’ property rights, this paper concludes that while the
system should be retained, its design and implementation must acknowledge
potential constitutional concerns and be refined to strengthen tax equity without

unduly hindering corporate activities.

P Key Words : tax system, oligopolistic stockholders, deemed acquisition tax,
principle of substantial taxation, double taxation, tax equity,
principle of legality of taxation,
joint and several obligation for tax liability, related party,

voting shares



