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Abstract

A Study on the Reformation of Evaluation System for

Goodwill under the Current Tax Law

Kwak, Young-Min"

This Study investigates evaluation policies for goodwill under the current
tax law and suggests improvements as follows. First, even though not
appear on the financial statements of acquiree at the date of acquisition, the
current corporate tax raw regulates that firms need to estimate purchased
goodwill including acquisition amount and additionally recognizable intangible
property right with no distinction. According to this rule, purchased goodwill
from business combination under the current tax raw has a drawback in
overestimating. So, there is need of further improvement on the current
related purchased goodwill regime to distinguish additionally recognized
intangible property right from purchased goodwill. Second, in the
consideration of internally generated goodwill, suggested in the current
inheritance and gift tax act as a supplementary evaluation technique, the
estimated value of goodwill may contain some bias, since the current
regulation uniformly applies to all the companies with no industry
characteristics. This may particularly become problematic while computing
abnormal earnings, uniformly applying the 10% normal return to all the
companies since the normal return is not likely to reflect industry
characteristics and thus the computed abnormal earnings may be biased.
Therefore, there is need to revise the current regulation relating to the
normal return, to convert from the existing 10% rule to the industry average

rate of return method

Key words: goodwill, tax law, corporate tax raw, inheritance and gift tax

act, purchased goodwill, internally generated goodwill

#  Assistant Professor, College of Management and Tourism, Dongguk University,
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