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[.A =

T

A ZA A o] IAA o] F I (international double taxation)S HEA ZAT A= M =
L3t o EAITAL & 5 Stk AA o] T3} &L LT FAFANA ASEHE T
L3t 250l tial] & o] de =7 &5AVE Fehks A5 Eele vE, sAAdE Bl E4E
A5 tiel GAbTECl 47 AW taxing jurisdiction) S ALKt AlEo] AYdEHE A9E T
1—4'(Gustafson 2001, 254) O]*L‘f F U7t A=) AFAE) tE] 259 AAA S (worldwide income)
7122 HAE F Qe Aee BRTe 2AYAI 3 Uik Awe] GE QHllA gl=<lo]

b 250l tia)A JJr/‘ﬂ T e A3 7RItke 2AEH 0] Y3 250 tisl Sl A

o]
]

-

2w DS Frhd) o]2lgt o]F A EAIZF sAHA ga EEITH SAANE 52
Hroll lom zAle] 71242 SHAS AlshAl AEWA ot webA AA =2 ol o
FHRES Fot oA BAE st mHste gtk T HES A A A
(bilateral approach)@} Y2 % Hunilateral approach) &= T T},

2 Hoold o BAFE0] AN tax treatyy& AATEN IA| AN BT &5
of tisf olsIAE WAGtLA sk WHolthd A2 Foto] A=rlo] zof Al =7}l
A oSl &Sl tisl 2o Au=rPt Fadske Alge SolAY AATeEN TAF oF
FAE gstets Aol Azt %‘Eﬂ o] FAA = olFHA Y sl 2o AA=7EY M= A
=7ke] SRloA Bashs Alas 4 B AASGES dthe HollA ojojA dHd I
AW 2] Aolde 7IvaL szl
U HEHL YA Fsource country) I AFA T (resident country) & o] o]FHA Q] HiA|E
Al dAA NS TAATIAYG AASHE A D3tk SHARE Pk o' A Ao Gl 9o
M AT FAldo] A HER FAAe] o|FIAl EAIE Ydlslr] T thE2 dAl

; %% oo fot ru[

of

0 O

) 250 ta] Biete Alas woke vk HAAE xdske Hdolth olstellA &A5AE 32 FUT
U etz pan
2) EAlE H=Y BAE ANEAKdtizen) o e AFA TS Bt AAA LSl s FAsk=
A5 e ole £3] AT Y (nationality principle)©] EFaL £ 2T
kA olEg FEAS T A B Aldel s olsAAY EAZE AVIHA devta E 4 3
o YA A (foreign property tax)2F 4Bl All(consumption taxes)”} IEA Q] gt & Aol
dH Alszol ofste] @rol| ofste] A, F2xE 2ok I 2L THS VA EE AR =
sk 2e EHE At B 4 it theka] Bok shalol el shae Sl ol A 2
2oL BT A T APl AU 93 2 S0 ol A3 99 389 e
£ A "o dutRo g A zerd S A= & Af=mo AFANAT HEEH 1 o
FE A" &5 dHHE T FHARl sl Eﬂé‘ﬂ;‘j‘ 2190e) glomg FuAE I A2k
ol HE e A% 2AZGol FUULL T, ZAZFS T2 WRAU 2T HAAL AE
e WEog R Az I Aokmo] AAES JAsIE T Bl =7k =AW A
g &S] ofd Aol FAFHA ot

3
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4
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7o} AFA|=oll ofdf o] FoA A= Zlo] A oIThjoyce 2004, A-1). AFA =] o] F3A| A3 H
ZA19] T8 (tax neutrality)S AW SHol A Fxst=71 wet 540 M (deduction method), 42
S HA| W (exemption method), A F-AH(credit method) .2 A E-H T}

AR kol ATl o5 FaE A g the] S-S FEF o2 FA1F
o= A= %]@]—o]—h o2 Ao =71 XA (national neutrahty)oﬂ 273} A THGustafson
2001, 255). ©] HHol lﬁxﬁﬂ‘ﬁ AE AAE =AY GA] GAATE & dUetellA A S

a1z A mE v&o AUA et Zloltk o] WL EFAtdE e =AY A=
A&s J3 SRk ﬂ “‘q Ho| o] Rt A4 o]FHAE AASHE Aol ol ehslst=
Aol AA etk o] Stk

go% LERAl $AUNLENS AN BANTE WO 28] A0
%8 A(capital-import neutrality)ll 7K Gustafson 2001, 255). ©] Wl & ¢ T LA =1t
o AT SHe Ao Slo] ol FTAE BT WA S ol AHRSUFRE A AS
of a ] 85 of

olalr AFRA o) AFAGo] AHA TN A=Y Holol WA 91w A
7

oL 2

Al Bk ghesiths A wiel £5HAe] A Al tigd Aol glof 7 g2 o

Holzhal it} T2y ASHEANs el M= o=l BT 252 FAM AEHER A5
PHE AAE FAF7ER WAL, A I F A (cax haven)oll AHE AF3|ALol] Q90 G2 o]
Az Astel §9& MEFOEA £52 o)ATIE e fFlel TS Ao EAlde] &

Aghtt,
npA ko 2 Al Y F Aol e DA ol GG A Y E AFA = Aol FA] FOo=M o]
FHAE AASE WHORE ZA9] AEGFEFHA(apital-export neutrality)®ll 7 T Gustafson
WS fEUEE HISE A AA B =7EEd oa AsHa e o R, A
—’F%% T% A8 BASE A AR 259 dHo] Iujole FololE F Aol Fdst
ng =3t aje] & °1h Stol] FAd AIA| oF HHE GAAA | o]& 1T Favt itk sHA|
B ARFEEHAES gr3}7] fiste] A de] AmAERT E& A&l ot 4AEd
ol = A FAlst —?E 735 AHA 02 Aol A AT &Sl disl FabdE Aol dR7A]
5= Q=AY o3 AFThs HellA A7 itk &, AR 990450 st &3
Q]mrol] F-gk Alf o tigte] FUAlE&E AR MY FEEL] o]FHA Y EAlE
op7lshE Zo|BE, FedH Sl tste] suAlEE AMtE AldE sk =g A7
Ao A AT A5l thsf FabE Aol A FAEAE A o] F A AR S dolAAl H
= A7 EAsA Aok mebs thREe] m7ks sl A TR &Sl tiel] Ab=o] A& Al

A% e FER ATAYFAE 85T Uk

—Lﬂﬂ

5) Tl aSolF T Uehe] FE WA Felil Teoziy 44 258 @itk
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YU foh 22 oy U T HEHd Az DA AEW T A9 AR
FETHAAN AT A ATAA LS =S Tkl olFHAe EAE At ko

AR 2 A o] R E7eka @Y S YA = B J&ré‘ < WA 53 B 27
% TAAS AU At AFAHYTAA ] o] BHEW} HaL Sl 2AY] ARFETHES

23] ghastal A 5 A & A= E-goll ek thA Aol 1—0}04 PR Al 3
OH%E:V} A= A, DAY SAAE] 284 vHA Fo] 2ot webs & =2l Al

oA FEluete] s dEAA ] A8 5 Y Aol thef IHes] AEa AMAgels 1
Hd ek ofe] SHoR Uiro] Vet & AINVEAA AEe Ha it

0. vzt oj=AlaAA =] A2

L. Al HEAA =] ¥ 7A]

FEyebt 19710l A5 o] AEE AN S wolle AHATAATAA =T 58319 ot
1986 WA TR TAAEE F7FIAL, 1994 =0l= o] °J*ZMLE§ Edstilen,
1995d0l= A TAATAAEE dAFo=N A dTAAEe] & &2 ST 17
AEE Y Y Us <E 1> 2

E 1D AMASHAM = =8 H WIS

o = L 2
oAl °“3—Xﬂxﬂ_‘?_ 24
gl AR
1971.1231 _ZAAY) D "R

LS EZ EERE
S IEFA B ABIAT AUA 5% 2L HAee] TAH gL ol FEH
3} )EEH o9&
AAFAS EF9YF 1

AFAZANFAA ] £

1986.12.26

1 % s slof gonE £FUYPE A Adstn ok
BSE ASHE ARTATE £FYe 13} feSHED el A
2 ), 58 olFIA FEe AolEAelI BolE P

AEFAAS R 8 HPE 2. U ATAAFAANZY 3 o]

6

=

A AL AABAL £
% Itk kA 38 o122
A7k AAFAEE ek
AHFAAE, BHFAAE 2
A 72 gt
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A o|TMASHM =S| Tt et o7 1

B = Lh =3

ol dFTAAEGH) =Y

2 AN FEAABTET FEREAAREY F AE7
1995.12.29 A ZHBZAAE] =<

7122) Apaze) 3904 FAST AR FGRAATA 7S WAHPe] AE)
A& 53t s7xAA 74

A1z A1g AT e AQAEe] HAM e g Aldme] MAA =
ASFELE o WA AR o $4

1994.12.22

=

= 0]
=%

or

1998.12.28

2001.12.31

2. {3 oA A A =

7t et Al s Ao o8 e AR B E AU =AY

W=RQle] 7 AR A EE e TR SREST Y FodH LSl ] 9l
75 2 = LHLF tigte] 2mollA A=A B ASAYS FESAY B
o] & well= B8l #A|7IZEe] HRAAY e FHASAAE AlLtgtel o] FxAdES A
AN F Adlste] 28D g ATCEJAN Als7x AR &5AW Als7x). ©
E A9 AFAeE H=glo] o] Alxe o] 87 A ks

j=rdiAlde] AL G Aol AFA e Wil Fodd 45 ik
HAE Aojojof k= Holt(EA Als7z Ay 254 Als7E ALd). ek EFA
(excise tax), T All(sales tax), 7B All(turnover tax), TAl(custom duties)s 2 7|EFY] =AY A5
of thall #FAE Zlo] ofHBRE EF4e] 7Fed & Jou AY3AE & & glth tEo] ¥
AR Aol A A, e E AT Al sigetA] =Tthio

S, UM Als7zet £5AY Als7zdd ostd dRsAAY i Aol FAIth ol 2
= B8l ek A71A FREE Al o] 9ol diE-E AldE FAIt o] He A AHst wg)
FEAR FAl o] SAERE 7 ARIZE ob™ A1 Ao S-S ashe AV #
il o] Aok AR AN AWH Aodz A4 D ASAY AAH A7z Al43delA
Q=g Fo Fo|dHASel tEk WA = ASAY] AA - FAY A, FA7IEY el
AHTE AlaLeh A ARZAFL ol Aohks g HAATAAAGANAE ASS F e 45
= Y= FY F LM LS i AHTAE B GHE 459 ool 2= FAlYEA A

ol b rfr

X2
o
i
X
(b

Al

1=

8 Al d oz FUAIFel Y= AT AE
o) 25A Ex WA § 1 B BT 2

10) HA 71852 32.9---249] 3

AN EAE o] 87581,
59 IHEFOR S 23R Moo olo] Y.
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Aol SHAFE HHst AT ¢ Avka AT Holl wiFo] 741 dAl el R &89 A
]

2 | Yst= Aol GHbHolthEFT 1996, 109).

. sFAgAA L] £

A Y ZAA = o] 82 082 AFA; e U=ilo] AR di-gk Al s sAE AA
3 Fo AHFAA ZE(direct credit system)2F W=H AL 23| A} FE-§ Aldol disiA FAE UA
3 F= TP FAA E(indirect credit system), 12|31 A A FESIH o oF & MA S A ZRE 7
o o A9 o] ZHHE i) FAE UA OH = A A S(sparing credit system)Z A 2T

A A EAAEE 37 B2 EFEe W ol Z];I*ZﬂxﬂE~ of =l A A A
S Agshs 3 7)Ao R s F3ola Ur”i Al 5 4R o] g ol is Lol A7k 243
o 2 7 olw gk FA oA AYstar lertel wet 2k A QE} Y Ao

(1) 2AHAA =

YHFAAEE o 87hsT A AFASE FH Jel3 9150 gl Qe AT
HAOITHH LA Als72; ASAN A5, AHBAAE 488 + Y= JFoRE Tt 2
& 497} ok WA WFYA] S AHE Tkl JYBFS 3

shSlolAl g SITAe e o] A dRe Rol AYIFLE FA3) AAFAANE} 2§
Atk AFATL oI WolE] 250 thafe] SIFANS FEF A= Mol E A
FA E WFH] W, o), 2LE Fo| &S0 o) SFARERE A DUYF T
A4E ARIHAANTAE 49T 4 e Aolth

r{r
o F
—10
o
]
-
2
rir
N
ju)
-

(2) THTAAE

TAHFAAES] AGHAE H=do] slefolA AEEe & o, AFe] FHE st= Ao
2 FAA ol o] st 94%‘@—:—/‘1]934 SAE A= WA, A3|Ake] FE R st A folle
Lo] HQlo] AN gt Zlo] HER AHFAA R ostdM = FAE IALA Ka}r]
G2k 3] ApEAo] tiFEHE A dl4shy] Adtolth st 1998). 5, H=le] el=Ak3] A
2HE S e A, 2] Aol | 253 sty JES AldS farEcle] A W
ok 2o g Hol g AT AE AAshH= 1
AP A A st Vet PHAAFAAEE 29 gross-up WA A ESHAL QlThiy
o] WA W=Hlo] sfelell M AAR AFYE FHshE ofW AJAE AYS F9IshE AR
1%

2 g rlr

F

AAEAEIE 7] fgte] o] &5 Lot F AAATAY BES 5ol AATGo=H
Aoz Y T2 g ES g Mool HAHY] e £A50% AN, oF 7=

11) WolAR Als7z A48 Alisz A2dk 25, HOAHAIRE Aodx Asdt
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lo
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13) Wle] WPFAFF B SAFTAY] 10089 25 olde AH AL e A=HAS LatH,
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Z_—?‘SM A=A YZAE AR & AS 27381 Ak olAH ol Ade 4 == |
A L Aol tsf A= FHREE Aoz 3EFste] AEAlE 588k Aol AFEAA =0l ©f
of thef B2 A= Ao ZAAE N AFFAAEE FEAY T2 2AZE T

Y AL oM aFol e WS B AFAE A% =l Faf =l
A

o hste] Mol it ASAIE RS Ao dgee Pa muzero] Faks 89l ol
ATIRAATA o] ST AFYDAALL B2 TP UFFAALS g3y
§Ithio ol He mAzefo] s WelUjol A T B 2Hzoke] A guide] HA) &

= FUAE ] 9)\% = delAlE o] 23] AJHA dethe AolthA AT 2002, 283).

o ST EA B

adFAd e FAE BT & o T o E AL e AL YA giRe Ads A
A FAF] E AAA opyH YAZ = Yol ATk FAS & AUA ofFolt). o il 3l =
o] A& Ao Algo] Aol FiRA ko] AlERT W 9o AT A=e] A&
o] T H& A5l gxellA e Al B57E FAEE Ao obrd EA7F itk AR A=
o] Al &Rt &2 A& FiE A=Al thal Algglo]l AAFAE 388 A-ole A=l Al
&5 2% FENE U ddASe diE) 28 AAE BAaATE ARE 7P oA Jnk ols
TG HAAZAE o] &3t qUHPHAS tigt MAE FAT §= IESE dFe 2y gornzg
A7 FULHAS g FAAS AT oA dEshe 2T gEfith =g iAA3AE
Z90HA | o7t o dHASe el AHAT FA|e} AFAT BATE FAl dAUA He

G- olFHA Y] FEE A HER o] 34dty] 913 Abdoletal BEriH oA FEg Al
o7 AFAFAA TG &5 ths) FabdE AAE AT AL dFgRAYZAANEY] =
PFH Aol Hlsh= Aot @ Aotk webA o]H st g sl st AFAAFAAEE =
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16) gAY Als7z A3d; A5AW Als7x A3d
17) ZAEEARE = 7[ePgEl 9t WA Te= AAZHE vhe Fo] AdFARESS o



S=gitAldel thste] g Fol IS
FA Yol o] ytol A BAsIS W 24 Z7PER s A
T7HE shte] MFE BRI JEE AT AJYA ofFot
limitation), ¥Z3F=A(overall limitation)2} FgHCE F+ WHe 71 & 2ol A& /] HZ3l g 9119 9]
AAA ROt} F YLAEA = BE FAUMAET JadHA A S SR gfete] =g 74]*&’3}
B2 A= AlERT e AleE A8 YA BAss dE2Hde AmAleRmn w2 Al
0] 288 Ut BAsE Fer|DRTE FUIE FAS 5 A Bk webA Ale] % —zv@‘r
B} JBHI = Aotk v S EAlE 7 b E SAREYS e HER oY
& Al&e] BEstadrt AAE AR glok e o g FAAte] YAl A& BEstas
7b dARE e €AY fFE @ SHe] it 3 At e ST EA et dEd A T
AR delste] 288 = = AR skl JHCHIAYE AE Aoz A7 &5A

A= A7z A73h.

1 =

(=i e
-E ﬁ

g, AgAGE Zjole] of
A Fo| FREAFAAY FHEE H{AMY e g5 Ho] FA|

s B
T Eahshe FUe el ARIGRS] the ARIGES] AALRE sl FEake 2 Ads
o olgse] 1 olUE AYAEY FABE Wl blA olF FALEL 5 9 =

A, ASAR Als7= A2gh.

43A

M. 3y A YFAAZE] 7} Het

L ARErEs 4 daolAd B Al g A= EA14 B2 7R et

7). =A A AR o2 )

A o FIAE AskEb] 9 mol= FRH 0T 2Ale FYNL Fusp] U v U
Foleka ¥ 5 k. AT A MBI 7HeFE AWE wish o] Al FYHL oWF B
oA F7arertel Het ol TSl FAE sldsls WL 247] 2l B ARSEEUA
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2 AFAZPT et Ul T ool FASHE A AS A E(marginal rate of income taxation)©] &Y
stefof Fhhal By AAIStAES FAA7E 25400 o8 e A A doke olwE AR
ST HA0] AAA L E84e Gkt o] Foal ATt oy A B
AA =L 150 FEU}ANA FAE = A= AdZEel thsl sAlskA] Bar ©A] AFA 5ol
slelell A AFYS YL e AFANA FAE Stofof k= FAol| o] 24 frk. et &
U0 oSl e sl Sk AT Bk A 4 A AT $l
= Agjo] SQs o)) WRolth. AR AUHOE AFoIA o] FolAL el AT
FOLRE WA £l U A Ao Qe ke 7o) itk Gk 45 2
ZolA D7) ol RolAE A%l ARSEFYHL TS U IAFEOR ol 851 Aol Ht
2 oA A A ol o @%}4 o2 A BZAA T o]2F TA= ARFETHAH gL T
% glek

=8 ARG =g iAol tigk =A1A olT IS H8lels WetoE vl RAl, A5HA,

nro.

i

AAZA 5 o= Weto] 71 Efgglrtel tisiAe 1 o] 23 7ol tﬂf& iAE} HEo] B o]
AR I)EC] ATHGraetz 2001). SHAITE 2A|9] FHA0] ofwdt FH A ZE oof =7t gk
EoE B =5 HE JojHug HEoR slu, d3 AYdA A A dFAA =} 3
A IR FAEE HalsA e HANA ARFEFZTHAAS S48 28 JEAE A
RHI|2 gtk

. A2 ETHA A B d8 P AT AR L] A

(1) 7ilell et 2419 ARLrETHE B4 o

ool A DA A TAA = EQHAE o5 2AZF FAER 9T PIHAE e
zA| o] AdrEFEA SN Ao EHE HAAEA 80l W ez RE 2wl o

& WHAIE AFsE =AY A3 tletdoR =UE Zol2tal itk vl=AlE A|243
z2E W=dle] B WAooz e g e 9ol tiaiAek 280l il 7glo] =
o2 w2 wigel thejr= A85 A =t mEbA A YA A #2433 o
S8k7] sk Tt H%‘lﬁ}l v v=e] A ASAZE W EAeAE 2-8-Ea AjRlAl=
HEHA deths 2L 44 Basitt 230 oyt M= vlsAd A A A 7 W=
AollARE AFEH = Aol BrggAlel thell 4w ur] s fejuekel v=o wigol] A7k A
AN2=EE A olsstaioR gtk

Hj ol ARk v=re] EAA 2R 7] AEA A %VE%P ojefel thated B’MIE skaL o] Al o]

oJo] AMRAFFA Eul=El= A Al s AIFFEANAN FAE Sk &9 28A Al2HE
(two-tier system) -2 71F3} A AFF H A2 ;LO]]/\-] B o)Az} O]—r‘ﬂ A3 gtk B 4

19) Internal Revenue Code; IRC
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& Trusts, Thomson, 2003, p.2-17
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29) 97H] FE(baskenye T 2T (LRC. §904(dX1)
(D Passive income(e.g., rents, royalties, interest, dividends)
@ Interest subject to foreign withholding taxes at rates of 5 % or more(high withholding tax interest)
@ Financial services income of banks, insurance companies, and other financing businesses
@ Shipping income
® 10/50 company dividends(dividends from a foreign corporation owned 10%~50%)
® DISC(domestic international sales corporations) dividends
(@ Distribution received from an FSC from earnings and profits attributable to foreign trade income
FSC(foreign sales corp.) distributions

residual/other(e.g., active business income, sales income)
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Hg7Fs0]¢ 1,600,000 800,000
2 . 1,600,000 800,000
Q)= 2 RE Q] 7HH A Aa] 200,000 X (800,000/800,000) = 200,000
FHigASdd thEk A=A A[b] : (1,600,000 + 200,000) X 40% = 720,000
FEA H[c]=[b] —[a] : 520,000

o]

SUIHEA L] Al %o 1,600,000 — 520,000 = 1,080,000

<o 3>3 <4 4>F Hlwste] B A JdHE PN = Bt @A A3|ALe] AR

Z zpo] & A3 FH-AHo] 400,000 520,000 F FEHAE FAZF UL & 4 Atk oo i
AR O 2= 12} A3 ALY A f-ollvk IPHMAFAE ARD Ao] ofz} 23k F-2 11 o]ske] A3
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A Study on the Reform of Foreign Tax
Credit System

Ki Young Kim"

<{Abstract

In 1971, the foreign tax credit was enacted to alleviate double taxation on the foreign income of
residents. Afterwards, the foreign tax credit has been revised but it still has some problems as
follows:

First, the current foreign tax credit system stands on capital-export neutrality which economists
usually regard as essential for worldwide economic efficiency, because the location of investments
would be unaffected by capital income taxes, but it has some inconsistencies when it applies.

Second, although the foreign tax credit system has been subject to taxpayers’ aggressive attempts
to reduce income taxes and the taxpayer either effectively purchases foreign tax credits or exploits
tax law inconsistencies in arrangements “where the expected economic profit is insubstantial
compared to the foreign tax credits generated,” the current foreign tax credit system ignores those
attempts.

Third, because foreign losses will in turn decrease the overall worldwide taxable income, the
unbridled claiming of foreign losses can seriously affect the maximum foreign tax credit to the
taxpayer’s advantage. Nevertheless, the rules which prevent these attempting don't exist.

Lastly, the current foreign tax credit system has other problems when it applies.

This paper proposes the comprehensive reform of the current foreign tax credit system to heal

these problems.

<Key Words> Foreign tax credit, Indirect foreign tax credit, Sparing foreign tax credit, Tax neutrality
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