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< Abstract>

Improvement Measures for the Capital Gains Tax System
on the Right to Acquire a House as an Association Member
— Focusing on the Application of Tax Exemption and
Long-Term Special Deduction —

Hong, Sunghee*

This study investigates the structural issues embedded in the current capital
gains taxation regime applicable to the right to acquire a house as an association
member (hereinafter “association member’s right”) following the amendment of
the Income Tax Act on December 20, 2016. The objective is to propose
legislative improvements concerning the application of capital gains tax
exemptions and long-term holding special deductions (LTSD) to such rights.

Although the association member’s right is classified under the Income Tax
Act not as real property but as a right to acquire real property, it has long been
treated as equivalent to a house for purposes of tax exemption and LTSD, owing
to its functional continuity with the original house and the need to uphold
horizontal tax equity. Initially prescribed in the Enforcement Decree of the
Income Tax Act, these provisions were elevated to the statutory level through
the amendment of December 20, 2016, thereby enhancing regulatory stability.

Following this amendment, however, the association member’s right and
houses came to be regulated in a parallel structure, rather than an integrated one.
This shift has generated unintended disadvantages for taxpayers : unlike the
previous regime, the current framework excludes these rights from special
exemption provisions —aside from those for alternative acquisitions —when
applying the one-household-one-house exemption. Furthermore, in the application
of the LTSD, taxpayers are restricted to general deduction rates rather than the
high rates afforded to one-household-one-house transfers. Such discrepancies

have resulted in distortions in tax burdens among taxpayers situated in
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economically equivalent circumstances, thereby compromising the principles of
tax neutrality and fairness.

In response, this paper argues that the grounds for tax exemption under Article
156-2 of the Enforcement Decree —currently applicable to capital gains arising
from the transfer of a house held by a household owning one house plus one
association member's right —should likewise extend to capital gains realized from
the transfer of the association member’s right. Moreover, the paper recommends
revising the statutory framework to allow the application of the high-rate LTSD
to capital gains from association member’s rights that are substantively
analogous to a one-household-one-house situation. Such reforms would promote
tax equity between the association member’s rights and houses and would more
faithfully align the tax regime with its underlying legislative intent while
enhancing legal certainty.

P Key Words : right to acquire a house as an association member,
one-household-one-house, capital gains tax exemption,
long-term special deduction(LTSD),

one-household-two-house special provisions






