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Using the form to detarmine the tax burden creates different tax on income in the
same feature which does not comply with Canons.of Taxation. The author compales interest
income to other types such as income similar to interest : income from hire-purchase contract,
leasing contract and instalmgnl: pbuying and selling contact (‘income similar %o interest

income").

 From this analysis, it is found that the Revenue Code imposes income tax and specific
business tax ("SBT) on any paxson who reoaive-ﬁ int:emst:incon:te wmlslmmsas imome' tax
and ‘value added tax ("VAT") on any parson who receives mcome sumlar to intetest. Although

. VATmmposedonmoome s:mﬂarhombarest therealtaxbmdem:sabsorbedbythaulﬂmate
- consumer, and. not. the taxpayer. Furthermore, individual taxpayer can. _deduct his en:panse
' agamst ‘income sumlar to mtarest at the amount higher than T.hosa o{ mtscrast mmme‘ '
accordmg to Royal Decree No 11 Therefore mterat mmme taxpayer baars greater tax
bu:den on mrarest income than tbat of Income snmlar to marest On the oontrary an ultimate
consumer-selacts to use a conlacts. ptoduces income similar w mteu’est will have h.lghar cost
due 0 VAT'burdan for procunng fund. In this regard, the difference tax on rgte, timing and
tax base takes place both in Domestic and Intamational lgvel"which may cause the horizontal
and vertical unequity. In addition to the above mentioned. weatment may affect the principle
of certainty of taxation and effectiveness in elimination of double taxation and resuit in tax

avoidance scheme.

Due to the above tax problems, the author propases to apply substance to define scope
of income for tax purposes, which method will tax income in the same characteristic at the

same rate and time and on the same tax base.
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