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Abstract

Since January 1, 2016, the system of integrated taxation on income from
transactions of house and land has been implemented in our country. According to the
new taxation system, when individuals residing in our country carry on transactions of
house and land, they should pay land value increment tax for the law of such tax has
not changed. Furthermore, their income derived from transactions of house and land,
after deduction of the total amount of land value increment, i.e. the tax base of land
value increment tax, shall not be added to the gross consolidated income. The tax
payable, instead, shall be computed separately and apply different proportional tax
rates depending on the period where the transferred house and land have been held.
This inspires my interest in research on what the main defects of the old system are,
what the reason that land value increment tax is retained in the new system is, and
whether this policy of retaining such tax not only leaves defects of the old system

unresolved but also leads to new problems in the new system.

My research starts from the superordinate concept, namely the income concept of
the Income Tax Act of our country. | think the provisions of Paragraph 1 of Article 14
which divide individual income into ten categories in accordance with sources of
income imply that all categories of income should be treated equally, though there is
no any clear definition of the income concept in the Income Tax Act. Next, | do
research on the basic concept, namely the concept of capital gains. By exploring
various theories of income, it is confirmed that capital gains are income of the Income
Tax Act in our country. After discussing all the reasons that capital gains should be
taxed more and the reasons that they should be taxed less from my consistent

standpoint that all categories of income should be treated equally, | argue that

\Y
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bunching effect can be a proper reason that capital gains should be taxed less so that
long-term capital gains can be treated equally. On the other hand, encouraging
investment can only be justification of taxing less on some kinds of capital gains. For
instance, income from transactions of house and land should not receive such
preferential tax treatment to avoid infringement of the right to adequate housing.
Ultimately, | research the subordinate concept, namely individual income from
transactions of house and land. | review the tax legislation of individual income from
transactions of house and land of residents of our country. After organizing and
analyzing the legislative history and clarifying characterization of land value
increment tax, | explore the main defects of the old system. Then | discuss problems
incurred by retaining land value increment tax in the new system, and make a

conclusion that it is not justified to retain land value increment tax.

As for legislative suggestions, | argue that the law of land value increment tax
should be abolished. Individual income from transactions of house and land shall be
added to the gross consolidated income and be taxed progressively. It is unnecessary
to distinguish between income from transactions of house and that from transactions
of land. Furthermore, individual income from transactions of house and land should
be taxed on the basis of actual selling prices, and the taxation system should cover all
the other income form transactions whose economic substance is the same as
transactions of house and land, for the purpose of the ability-to-pay principle. By
examining my legislative suggestions above, it is confirmed that they are helpful to
solve the problems of both the old taxation system and the new one of individual

income from transactions of house and land of residents of our country.
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In the end | discuss the taxation problems of sole proprietorships and
partnerships left by the review of the old taxation system incidentally. In my opinion,
individuals who are considered as profit-seeking enterprises organized in the form of
a sole proprietorship or a partnership should not be taxed more because their

taxpaying ability is not stronger than ordinary individuals

Keywords: integrated taxation on house and land, land value increment tax,
income from transactions of house and land, capital gain,

ability-to-pay principle, proportional tax, progressive tax
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