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Abstract

After the financia crisisin 2008, a new wave of M& A arose throughout the world.
And there was also a particularly emergence of new phenomena in connection with
Chinese M&A. With the new law on corporate incometax and a series of relevant

laws, statutes and regulations about corporate M&A issued, notable regulatory
changes had a significant impact on domestic M&A deals. But the application of
news regulations about corporate M&A has been in controversy. Unfortunately, the
systematic and theoretical study of it can rarely be found in china. The situation that
the theory study and policy—making al lag behind the practical need, had hindered
the application of corporate M&A to acertain extent. So it's significance in theory
and practice to study the income tax for M&A. In order to promote the integrity,
practicability and maneuverability of income tax for M&A, this paper will explore
suggestions on improvement of the income tax policy for M&A.

After reviewed the research and development of the income tax policy for M&A
at home and abroad, and analyzed thoroughly the current situations and
existing problems of the income tax policy in china, this paper concludesthat the
framework concerning theincome tax policy had already been formed basically in
china, though needed further improvement and revision. First of all, to improve
the policies perfectly and completely, this paper puts forward several
corresponding solutions, including the avoidance of double taxation in tax-free
reorganizations, the solution of making up for the operating losses asymmetrically,
the adjustment of acquisition proportion for tax-free M&A, the allocation of
consideration in taxable M&A, etc. To meet the need for the complicated M&A, and
for the international M& A increasingly and actively, this paper draws conclusions that

we should increase types of tax-free M&A, and strengthen the supervision and
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regulation on international M&A. Secondly, This paper points out that China's tax
rule of M&A should be reformed creatively accordingto the development of
market economy, we suggest that the government should mainly apply neutral
principle of taxation, combining with the function of macroscopic regulation.The
legidlation hierarchy of the income tax law should be improved, and this paper also
gives aproposal that capital gains tax should be introduced inan appropriate
opportunity.

Key Words: Corporate Mergers & Acquisitions; Income Tax; Tax-free.
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