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< Abstract>

A Study on the Problems and Improvement Measures of the
Special Corporate Local Income Tax System
— Focusing on Tax Credits and Reductions —

Cho, Chang Jun* & Suh, Jung Hwa**

The Local Tax Law was passed in 2014. 1. 1. As amended by Law No. 12153,
the tax base of corporate local income tax on the income of each business year
of a domestic corporation was set as an amount calculated in accordance with
Article 13 of the Corporate Income Tax Law (Article 103(19) of the old Local
Tax Law.

By the way, Article 103(19) of the old Local Tax Law was amended in 2019.
12.31. As amended by Law No. 16855, it stipulated that the tax base of
corporate local income tax shall be the same amount as the tax base of
corporate tax, and mandated that matters concerning tax credits and tax
reductions for individual and corporate local income tax be determined in the
Restriction of Special Local Tax Law(RSLTL).

However, the current RSLTL, which was enacted since 2019, only stipulates
the special provisions of the individual local income tax. And the articles
relalted to tax credits, tax reductions and carryover deductions applied in the
Corporate Tax Act and the Special Law on Tax Reduction, are not be
established by law. As a result, It has led to problems with the special
provisions of the corporate local income tax.

In other words, in relation to the recent corporate local income tax, taxpayers
objections to whether the corporate local income tax can recognize the tax
credits, tax reductions, and carryover deductions recognized in the Corporate Tax
Law for research and human resource development expenses, etc. and the courts
have made different rulings (Seoul High Court 2020.9. 11. Sentence 2019 No.
67823 Judgment, Daejeon High Court 2020.5.27. Sentence 2019 No.1679

* Primary Author : Adviser at Hyunbin Tax Corporation, PH.D. in Taxation
** Corresponding Author : Assistant Professor at Hyupsung Univ.
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Judgment, Suwon High Court 2020. 6. 10. Judgment No. 2019 No.13158) has
caused confusion for taxpayers as well as legal stability issues.

Accordingly, in order to solve this problems, this study examined whether it is
desirable to apply the tax credits and reductions, and carryover deductions
applied in the Corporate Tax Act and the RSLTL. And then set the selection
criteria for the regulations and items for corporate local income tax under thee
current Local Tax Law and RSLTL. And I provised legislative alternatives for
the special provisions of corporate local income tax according to the legislative
intent of the local income tax system, tax principles, and reasonable selection

criteria for items.

P Key Words : corporate local income tax credit and tax reduction,
article 103(19) of the local tax law,
article 103(22) of the local tax law,
special system for corporate local income tax,

corporate local income tax carryover taxation



