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ABSTRACT

A Study on The Penalty System

- Focused on The National Tax -

by Kim Jin-Hwan
Advisor : Prof. Kim Ki-Pyung, Ph.D.
Department of Business Adminstration

Graduate School of Business Adminstration, Chosun University

Levying additional in form of the national tax is the penalty tax that is one
of the ways of restraint on violation or nonfulfillment of cooperation duty on
the tax law. It is  indirectly securing performance of the duty as the
psychological oppression to taxpayer. In addition, it protects taxpayer who
makes a good faith return with opposite effect so that it has function that
promote equity of taxation between persons who do fulfill the duty or not.

In different from the object of penalty system, current penalty system has
_not effectiveness because of some institutional inertia. Penalty tax causes side
effects as the infringement of taxpayer's rights and interests with additional
and duplicate restraint on violation or nonfulfillment of duty.

In this manner, the problem of current penalty system is required to reform
over all. Therefore this study indicates remedies so that penalty system is
rational to do recover original function and aim at protection of taxpayer's

rights and interests.



The important contents among the remedies of current penalty syétem are as
follows.

First, the reduction system of penalty tax among the provisions in The Basic
Law for The National Taxes would seem to be a complement to a lack of
validity that can be showed when the penalty tax is uniformly applied to
unfaithful return or tax payment. However, it needs to provide the accurate
reasons of reduction in penalty tax.

Second, as penalty due on tax refund is system that preserve economic loss
with taxation authorities's mistakes, identical interest rate of penalty tax on
deficiencies should be applied to it or the interest rate of penalty charge
should be at least the interest rate of a fixed deposit in a commercial bank.

Third, penalty tax on non-registration is lpercent on the value of supply
because penalty tax related to tax invoice is not applied to parts that levy
penalty tax on non-registration among the provisions on elimination of
duplication of penalty tax in The Law for Value Added Taxes. However, penalty
tax with un-issued. tax invoice is 2percent on the value of supply. Therefore,
there is a problem that low penalty tax rate of penalty tax on non-registration
is applied to tax in case of duplication of unregistered businessman and

un-issued tax invoice.
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