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<Abstract>

Recent supreme court case, which do not allow the deduction of used claims reserve of long—term
non—life insurances from insurance revenues (tax base of education tax), is mistaken due to the
following reasons. Consequently, future tax laws should be revised to correct the error under IFRS17.

Specifically, The supreme court case is mistaken because provisions of the Education Tax Act
and its enforcement ordinance reflects the intent of deducting insurance reserves from the tax base
of education tax in case of all types of non-life insurance contracts. Furthermore, it worsens the
tax equity among different kinds of those insurance contracts, and hardly coincides with the
government’s explanations on the reasons of previous tax laws revisions. Thus, future tax laws should
be revised reasonably that all the insurance payments of those insurance contracts should be deductible
form taxable insurance revenues.

This study is expected to provide policy implications to contribute to further revisions of tax laws.

<Key words> Education tax, Insurance revenues, Supreme court case, Long—term non-—life insurance, Claims
reserve, IFRS17
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