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Figure 8: Compliance Risk Management Framework

Identify risks
[ | ]
Monitor Assess and prioritize risks Evaluate
performance compliance
. ——
against plan outcomes:
Analyze compliance behavior # Registration
(causes, options for treatment) # Filing
| # Reporting
Determine treatment strategies # Payment
|
Plan and implementstrategies

Source: Organisation for Economic Co-operation and Development. 2004. Compliance Risk Management:
Managing and Improving Tax Compliance. Paris.
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Transactions Before reform After reform
(1) Domestic transaction: Taxable Foreign transaction:
Not taxable
(2) Foreign transaction: Domestic transaction:
Not taxable Taxable
(3) Domestic transaction: Taxable Foreign transaction:
Not taxable
(4) Foreign transaction: Domestic transaction:
Not taxable Taxable
(5) Domestic transaction: Taxable Domestic transaction:
Taxable

* Transactions (1) and (3) before reform will be eligible for export exemption by
satisfying certain requirements such as retaining a certificate of exportation.
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1. Flow Chart of Cash Receipt System

g % )

r )
A 1]
,?“h

Manage A
NTS Incomes ,/‘
Report Provide B A
Documents Income Deduction & # P . a
for Year-End or Tax Credit ; g2e H l—jﬁelﬁil Approval

Settlement .
BApprove Issuance
2k of Cash Receipt ~
for Purchase LT P R LT
(VAT return) O
S V.

DIssue Cash Receipt

CusromerT

e 4
(DPay in Cashmy

\4
CRS Operator & e
(Intermediary) (_,> (@Request for
e ( granting Cash
J Receipt Issuance

CRS Store

Report Sales
Details in
Cash Receip
(VAT return
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l. Benefits for Consumers

* Provide income deduction in year-end tax settlement

Income Deduction

Subject to deduction |
+ Cash receipts issued for employee, his/her spouse |
and children who do not earn any income
: 5 ; A : Income
g ““ ‘ NTS Deduction Employee

Employee  Souse Children

Il Calculation for deductible amount

+ Total amount issued from cash receipt, credit card, | & Lottery (abolished)
(l(bll c ml (h mit 3M KRW) 5
_ ¥ + To promote the CRS, lottery program was launched
l)oducllblv {payment — (total salary)*x25%)} | from Jan.2005 to Dec.2010
Amount ™ *30%(deduction rate) ‘ + With cash receipts issued to homepage members
for inec u purpose, the lottery drawing

was « lic
. ]l)()M I\E(\ was paid to the top winner at the earlier
stage of the program

< Deduction Rate (as of 2017)
= cash receipt, debit card : 30%
= credit card @ 15%

Q;w

3 BUHEEASRRE
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2. Benefits for Businesses

- Provide tax credit in VAT/income tax filing

Tax Credit

Provide tax credit when
issuing cash receipt

« VAT Tax Credit(excl. company)

i) ——>

Credited Amount issued (cash receipt, credit card)

tax %xX1.3% . .

Credit CRS

% 2.6% is applied to simplified business operator 0 at

for food and accommodation (limit 5M KRW/year) berator
* Income Tax Credit < VAT Tax Credit for CRS Operator
Credited No. of issuance via telephone network

tax (for less than 5,000 KRW)x20KRW + Tax Credit for Installation of CRS terminal

Credited

» " No. of installation)<15,000KRW
Provide tax credit when tax
receiving cash receipt
. X e + Tax Credit for Granting Cash Receipt
» Provide input tax credit in VAT liling g i
» Accept cash receipts as necessary expense in No. of approval for No. of approval for

income tax filing Cr?;l;ted ;
: receipt<17KRW receipb<126KRW
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