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< Abstract >

The purpose of this study is to review overall status of accounting and taxation
system of religious corporations, to identify the problems of accounting and
taxation system and contributed property of religious corporations through case
studies, and to propose improvements.

First, in this study accounting reports of religious corporations were investigated.
Government and external institutions should not interfere but support them so
that they can achieve their original purpose of corporations. However, when
religious corporations perform profitable businesses other than original purpose,
they should be classified according to profitability regardless of the use of profits
to original purpose businesses. As most of religious corporations are small, it is
impractical to make book keeping duty compulsory. Therefore, book Kkeeping
duty is limited to religious corporations that are specified in Inheritance and Gift
Taxation Law (more than 1 billion won of total asset and more than 500 million
won of contributed property). Financial report of religious corporations should be
recorded according to book keeping by double entry which allows automatic
verification according to the duplicity of accounting and the principle of debit and
credit average so that it can provide concerned people with accurate information
and they can compare financial status and achievements.

Second, in most religious corporations, contributed property is audited by internal
auditing which is voluntary and arbitrary and external auditing by Ministry of
Culture, Tourism and Sports (Cultural Policy Department of Local Governments).
However, these auditing are mostly perfunctory and cursory.

Because of this, they make it compulsory and a duty to report the contributed
property according to Inheritance and Gift Taxation Law, but the provisions are
not performed accordingly. Additionally, tax authority do not make thorough

management not to offend religious corporations.



Therefore, in order to manage if contributed property is being used and managed
according to original purpose, thorough management on the contributed property
is needed such as submittal of “Contributed Property Report of Public
Incorporation and others” and the religious corporations that have not submitted
such report according to applicable laws should have penalties such as surtaxes.
Third, although there is internal control system such as Internal Operational
Committee in religious corporations to prepare and post accounting report
according to appropriate and proper accounting standards, ‘Standardized
Accounting Standards according to Model Norms in 2005 will be an important
internal function to the in the evaluation of internal control system.
Fourth, the reasons why religious corporations should be non taxed as in
foreign countries from the perspective of delegation of government are that tax
should be refunded when they have interest income only. It is bothersome to get
withheld and then to get refunded according to special regulations such as
separated taxation and there may some cases that they cannot get refund of the
withheld interest income because they don’t know about it. Considering this, non
taxation on interest and dividend income of religious corporations should be
actively reviewed.
Additionally, religious corporations become a hotbed of tax evasion as
counterparts of religious corporations make use cases that religious corporations
have not submitted materials such as sales invoice. Therefore, to improve those
problems and considering the possibility of over punishment of unintentional
business mistakes of religious corporations, it is recommended to impose
additional tax which is equal to 1/10 of additional tax for profit making
corporations. With this, there should be an order in transactions with religious
corporations and all transactions can be normalized.
Fifth, the main point of this study is the post management of contributed
property. It is because use of contributed property for other purposes than the

original purpose is increasing as well as the issue reporting of contributed



property. Actually, use of contributed property for other purposes than original
purpose becomes a social issue. However, taxation authority does not pay
attention to those problems and there can be some religious corporations that
may evade inheritance and gift tax in the name of public good and charity and
misuse it as the way of increase of wealth. There should be a device to enforce
post management of contributed property. Now, government should enforce laws
and regulations not worrying about offending religious corporations and should
think about the equity with other profit making corporations. As this study
identify the problems and propose improvements by connecting accounting system
and taxation system to overcome limitations of previous studies, the expected
effects are very big Additionally, as there were insufficient objective statistical
materials on accounting system and taxation system of religious corporations, it
was difficult to make more systematic empirical analysis. In the future, there
should be more empirical analyses and diversified studies based on more accurate

and useful statistics on domestic religious corporations.
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