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< Abstract>

Exemption from Withholding Tax Bond Interest Income
from Government Employees(Teachers’) Pension Fund

Su Sung Kim* & Won Seok Choi**

Currently, the four major public pension funds, including the National Pension
Fund, are performing the same pension service. However, tax handling and
taxation status are different between each fund. As corporate tax is not actually
paid through the recent revision of the Restriction of Special Taxation Act, tax
treatment is applied almost the same. Nevertheless, some funds are still withheld
from bonds, interest income, etc. at the fund management stage, violating tax
equity between funds.

The pension fund operates the fund through various portfolios to ensure stable
retirement income for subscribers, and the creation of stable fund management
profits occupies a very important position in the pension fund. In consideration
of this situation, the government has granted a special tax exemption to establish
the entire reserve for purpose-built projects for the operating profits of the
pension fund. There is currently no significant issue of corporate tax on
operating profits generated during the pension fund management stage. If bond
interest income occurs during the fund management stage, withholding tax is still
applied to some funds, which entails unnecessary tax administration even though
there is no tax to pay, and opportunity costs for fund management are incurred.

This study aims to raise the problem of the current tax administration, which
applies withholding tax to pension funds that do not actually generate corporate
tax payments, and to suggest improvement plans. In this study, I would like to
argue as follows. Government Employees Pension Fund and Teachers® Pension
Fund should be designated as institutions that exempt from withholding tax on

interest income such as bonds. Currently, the operating profits of the

* Primary Author : Ph.D. of Taxation, Teachers’ Pension
=% Corresponding Author : Professor, Department of Science in Taxation, University of
Seoul
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Government Employees Pension Fund and Teachers’ Pension Fund should be
included in the range of income prescribed by Presidential Decree, such as
income that is not subject to or exempt from corporate tax. This can be said to
be consistent with the principle of pension income taxation, which is not taxed
at the fund management stage. In consideration of the characteristics of the
public pension fund, this study attempted to suggest the exemption from
withholding tax for bond interest income generated in the fund management
stage. This study is meaningful in that it examines the basic purpose of
withholding tax to policy authorities, pension corporations, and non-profit
corporations, and suggests measures to prevent unnecessary tax administration as

well as reduce opportunity costs in the fund management process.

P Key Words :  government employees pension fund, teacher’s pension fund,
bond interest, withholding tax, exemption, opportunity cost,

reserve for unique purpose business






