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Abstract

The Validity of Consolidated Financial Sheets
& Effects of the Introduction of Consolidated Tax Return

Park, Sang-bong - Yun, Mal-sun

It was 1976 when the preparation of consolidated financial sheet was first
prescribed in this nation. Since then, the prescription has been revised
several times. Revised in April 1992, enforcement regulations of the
Securities Exchange Act provided that every listed corporation has its
consolidated financial sheets and an auditor’'s opinion about them attached to
its business report. In other words, the outside audit of consolidated financial
sheets became inevitable. The Act of the Outside Audit of Corporation was
revised in December 1993 to provide that all corporations must prepare
consolidated financial sheets and receive the outside audit of the documents
beginning their settlement of accounts in December 1994. In case of overseas
corporations, consolidated financial sheets and the Equity Law have been
applied since their settlement of accounts in December 1995. Now those
sheets must be prepared by all local and overseas corporations that involve
relations of governance or dependence. The preparation and public
notification of consolidated financial sheets has been settled as a system.
This nation has not yet introduced consolidated tax return using consolidated
financial sheets. Such tax return system is already being used by most of
the world’s economic powers such as U.S., Europe and Japan. This study
shows that reduction in corporation tax is the biggest reason for avoiding
consolidated tax return system, even though the system can facilitate the
settlement of consolidated accounting. Consolidated tax return, which is
being implemented in about 20 countries including U.S., needs to be
introduced by this nation where consolidated financial sheets are publicly
notified.

Key Word : Consolidated Financial Sheets, Consolidated Tax Return



