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A Study on Issues and Plans to Improve the Good Landlord Tax
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Abstract This study examined the legal regulations of the Good Landlord Tax Credit (GLTC) for
supporting small businesses experiencing COVID-19-related difficulties and the participation of such
businesses in the Good Landlord Movement (GLM). After reviewing the main issues of this system,
improvement plans were suggested. The GLTC is a system of deducting parts of the discounted lease
from income taxes or corporate taxes. This system was more beneficial in taxes while expanding
deduction rates even with discounting lease fees from the same amount. One hundred three thousand
nine hundred fifty-six landlords applied for GLTC in 2020, and 95.59% were sole proprietors, and 4.41%
were corporate entrepreneurs. The vacancy rate and lease fees for medium to large shopping arcades
of small arcades, most often used by small business owners, were higher in any quarter of 2020 than
the corresponding quarter in 2019. When the marginal tax rate is high, around 40%, as shown in the
case of income of the landlord, there was a reversal of income. It was also found that there were
limitations in the voluntary participation of landlords and the sunset regulations. Considering this, if
small business tenants face crises due to disasters, plans to improve the GLTC system for perpetuation
were presented. Hence, small business tenants may receive lease discount benefits together with direct
support considering the urgency, inevitability, and timeliness of support. Furthermore, it is hoped that
the GLM will develop into a K-win-win cooperation movement.
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Table 1. Calculation of GLTC

Contents
Section 2020 2021 Remarks
(KRW) (KRW)
Monthly lease before
discount (D) 1,500,000 (Y
Monthly lease after
discount (@) 1,000,000 ®
Amount of lease ©
discount(®= (C) - (D)) 3.000.000 O
Amount of tax
deduction (@= ® x 1,500,000 2,100,000 (B)
deduction rate)
Special rural
development tax 300,000 | 420,000 ®
report and payment
(&= @ x 20%)

Note

(A): Lease contract period: Jan. 2016 — Dec. 2025

(B): Discount period: 7-12 months of each year

(0©): @ x 12 months= 18,000,000 KRW

(D): M x 6 months (first half) + @ x 6 months (second half)=
15,000,000 KRW

(B): 2020 discount portion: 50%, 2021 discount portion: 70%
(F): Report and pay 20% of tax deduction as special rural
development tax

Source: Drafted referring to the
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Table 2. 2020 GLM participation and benefits

Landlords who Sole proprietor 99,372
discounted rates | Corporate entrepreneur 4,584
(persons, units) Total 103,956
Benefici Discounted Sole proprietor 158,326
teergiizldry Discounted corporate 22584
(persons, units) entrepreneur ,

' Total 180,910
Discounted Sole proprietor 4,022
lease fee (100 Corporate entrepreneur 712
million KRW) Total 4734
Good Landlord Global income tax 2,011
Tax Credit (100 | Corporate tax 356
million KRW) Total 2,367

Source: Drafted based on Assemblywoman Yang
Kyung-Sook’s Office press release[16].
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Table 3. Comparison of vacancy rates and lease fees
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Are SUHIFI7HET AHF R WSS & 5 At
A=, FHFY7HET AqEAdTEe] FAEC] woHL
AFGuEg A=} o mohxlthe 2 Z9Aded 4
Fo] HE7} =W Hiel= th2A A ARHolARt
2 A9rSS oJuigitt. o]t A T2 U9 A =
719k 20204 Holl AFFRAS tFo R gt HefRAR
A ZolE 4= 9tk AAFERAATE7E 2020.3.4. 7
2020.3.9.71A] Z13§st A RAtollA] ZHRltiQl 2-50]
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Sof diste] A 1,080 % 34.1%7F ‘GAHo=Z &
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2019 2020
Section
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
Small arcade 53 55 59 62 56 6 65 7.1
@
Vacancy Rate Mid/large arcade 113 115 115 117 117 12.0 12.4 12.7
%) (®
Percentage c c
(A/B) 46.9 47.8 51.3 53.0 47.9 50.0 52.4 55.9
Small arcade
© 20.4 20.4 20.4 20.3 20.0 19.9 19.8 19.6
Lease Fee Mid/large arcade
(1.000 KRW/1) ®) 28.0 28.0 28.0 28.0 26.7 26.6 26.5 26.3
Percentage -
/D)%) 72.9 72.9 72.9 72.5 74.9 74.8 74.7 74.5

Source: Drafted referring to the Korean Statistical Information Service[17].
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Table 4. GLTC effect analysis and income reversal (KRW)
Section 2020 2021
Landlord A B A B
(Average tax rate) (10%) (40%) (10%) (40%)
C?lculatediax amount before 900,000 3,600,000 900,000 3.600.000
discount (D)
Calculated tax amount 600,000 2,400,000 600,000 2,400,000
after discount (@)
Amount of tax deduction (®) 1,500,000 2,100,000
Final tax amount after -
discount @= @ - 3) -900,000 900,000 -1,500,000 300,000
Tax saving effect (D - @) 1,800,000 2,700,000 2,400,000 3,300,000
Phenomenon of income « < « o
reversal
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