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Abstract

The Harmonized System comprises about 5,000 commodity groups; each identified by a six digit
code, arranged in a legal and logical structure and is supported by well-defined rules to achieve
uniform classification. This study reviews the appropriateness of Korea Customs Service and Tax
Tribunal's customs classification decisions concerning the interpretation and application of the
Harmonized System for certain ITA goods. Korea Customs Service had classified arbitrary and had
not applied in dubio pro reo principle. This paper finds that 57% of Korea Customs Service's
classification decisions have erred. Korea government need to take measures to secure uniform
interpretation of the HS and its periodic updating in light of developments in technology and changes
in trade patterns. This paper suggest to amend customs law and regulation concerning classification
committee.

Keywords: Customs Classification, ITA, Korea Tax Tribunal, Korea Customs Service, good faith
JEL Classifications: F10, F13

* This work was supported by INHA UNIVERSITY Research Grant(2019)
* First Author, E-mail: trade@inha, ac kr
© 2019 The Korea Trade Research Institute. All rights reserved.



190 Fo3tel] #4438 A2 (20199 48)

I. ME

AR 718 (Information Technology Agreement,
ITA)S AAF-S7|TH(WTO) AA o} 714 4
T4 BF=7t FA¥PHgen HriEI 3l
oD WTO 3|PTEL ITA A3 olo7}Y]
A3k 1TA B PA4S dste] 20159 79 A
A AA FFY] 7%l aZ= 201702 1T
AES FHPL.2 Wro EH 205Fd0] He
2015 12€ At vol2uelx FfFE 102}
WTO Zt&3]|jollA 5477 BT dAELS ITA
gfl JAUTA DS Pk, WTO((2012)0) <3}
W ITAE Al A B33 59 o] Ee
TS Pt

ITA °]8) #gellA] WTO 3= & 7d=
7hlA 1TA AF B F52F £40] A& &
ARt A 2E Ve wda 7|Eo §5 u
ol IT AFES] F5EF A= 28T 5t
o gitk. Zh=o] FHnltt th=2A #A FHE
e AL abgde] wiztxel wd AxE aig
slo] B3 s Hoprt 9l7] wEo|th, wEhA] Al
= EEEFE Fost OBy B
EERF HyPLo vF@AAY o] o Ak
S A sith A#e BHy4ze FEREE

AP AT IS A 3l FLAA
(Harmonized System, HS) 6©¢]& 7]Fo 2
F3NT S glo] FREF B AL T 5
=
=

7h AL FAA YA ASEHA 55 S

1) A4 BAe “ARIEAFE T #e 45 A
wrolth ITAE =& XA 297=¢] &
Pou} 1 F sfTe s FHE

2) ITA F5 ) =0 199735F o) 277
Q1 §2d2 2012 0] AlRHEACE

(heading)®} A3 (sub-heading) ¥ #H W3,
H(section), F(chapter) @ A3 2] F(note)2}
TAAA Aol FSF T2 welth ) B <
ToAME FAEE ¥R 39 235 ¢ #H
e H 7 2 5o o} IAMERY 340
et F-2 ()3} T2 olg}t grhof wEk 244
Tl ITA F5ol Uit F5E7F7/F AdIdE
A s AEg

E AFE 199595FE 20194 39704 A
A# A (https://www.tt.go.kr) ITA 5 #&H
A L AR} £4E st sk =A%
A BA AT 350471 712U ITA EEo| F&
e Alg4Frel A AL 117, 85T
= 2171o2 F 327i0lth 9 o] 7hgu] HEY
<HAUTA) 3 Al 1270 o}, =A%
A ITA 5 24 1271 712t A|g4F<} #lss
F AFe] 1171, 907 1710], o] 7k AT+
1L v2ANk, AlFo] FEEE AAo] 3710]
oM AF & 7IEo g 8719 Aol g}y

871 7hdl FEERe #4 e 44l 1
79 FHEF 244 #9 Ade 7ot
FEa 39 24 714 7ked 717e] 24, A
Aol 37, HA&v} 2710k, MEA ] FEE
771 stk 2A4gk A2 5oL, £
dato] Fa AAg Ao] 270|%}. 71ZHE A

Ae mF Fuygel guw golth. 44 4
CRRVEE FohA B2} 71

g 44 ARzes
FEER7F 2AP © AL 2701903, 171
& = A AESA asie B

FEERFE FEEFRC 1HE 59 8o, ¥}
7ol F, T upgt BA FEo] oW T, &3,
FEHS &34 AAse Ale T
4) TTAT A|84F - AI8SH 2ol 67+ 7]+ #3857 170
o} A90F 1470= EFreo] Uk
5) ITAR sk 1373918 =41200230079(2003.
12.22)& ITA thd F50] ofurh. A7<le 1TA
HA o] =80l whe} 214 F HS 8428.39-1010% Al
He| FEEF UE% =7 A 259 A%
ta FAg o A8428.395 % ITAM EdE o]
oA ¢kt HSK 8428.39-10103% ITA o8] &
o] ofli WTO &38| FEeolrt,



ARIGBAHITA) EF F5EF 27 ARl 4+ 191

Table 1. Korea's Tax Tribunal ITA Goods Classification Decision

Description Code Classification Decision
. HSK ' 3707.90—-9200 o _—
Cartridges HSK 8443.99-1000 Dismiss
Other machines and mechanical HSK 8479.89-2092 o Rectification
appliances HSK' 8479.89-9099
Machines and apparatus for the HSK' 8486.20-3000
manufacture of semiconductor Rectification
devices or of electronic integrated HSK' 8486.30-9090 o
circuits
HSK' 8518.29-1000 o .
Loudspeakers HSK 8518.29-9000 Cancellation
Push-button type HSK' 8536.50-2000
Other Micro type HSK' 8536.50-3000 o Dismiss
switches Other HSK 8536.50—-9090
Snap-action HSK' 8536.50-9010
. i HSK 8544.41-9010 .
Plastic Insulated Wire HSK 8544 41-9090 o Cancellation
) HSK 9010.90-1010
Laser Discharge Chamber, LNM, HSK 9013.20-0000 o Rectification

WM HSK 9032.89-9090

Source: Korea Tax Tribunal (1995-2019)

Table 2. Preceding research analysis

Researcher Topic Methodology Result
. L Questionnaire . .
Kim Chang-kil and Commodity classification survey and Strict standard against

Kwak Bong—-Hwan
(2006)

Kim Ho Cheol(2015)

Yi Ji-S00(2018)

Christian Henn
- Arevik Gnutzmann
Mkrtchyan(2015)

Lin(2011)

and risk management

Overview the origin and
evolvement ITA and the
subsequent
implementation issues

Evaluates Korea' s
achievements in
implementing the WTO
Information Technology
Agreement

Comprehensive study of
its trade impacts by
incorporating recent
insights from both the
global value chain (GVC)
and time in trade
literatures.

Would original ITA
products still be included
in the ITA after
technological
development?

technical statics
analysis

Literature review
and case
analysis

Qualitative
evaluation

Gravity equation

WTO EC-IT
Product case
analysis

commodity classification to
avoid future audit

Need to develop
relationship between [TA
and WTO, product
classification and scope of
attachment B items and
the NTB work program
Academic importance in
filling the gap in
knowledge regarding the
success of trade
liberalization from a
qualitative perspective

Higher trade policy
certainty affects investment
and sourcing decisions in
favour of signatories

Dispute settlement
mechanism does not
provide a satisfactory
systemic solution for the
ITA
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Table 3. Summary of ITA product classification error case

Multi—functional machines
cartridges

Switches

Parts and accessories of
printing machinery used for
printing by means of plates,
cylinders and other printing
components

Claimant's
argument

Multi—functional machines

cartridges is packing containers

Decision KTT ~ Toner is developers which
render latent photographic

images visible

Cartridges is not packing
containers but container
Cartridges is different nomal
cases such as camera cases,

musical instrument cases which

are suitable for long term use
Review not suitable for long term use
Camera cases, musical
instrument cases can be
separate from camera and
instrument. Cartridges can not
be separate from its
contents(toner)

Cartridges is disposable and is

Tact swishes should be classified as
electromechanical snap—action switches for
a current not exceeding 11 A

Customs authority decided that Tact
Switches were not electromechanical
snap—action switches

KTT decided that Tact Switches could be
classified both electromechanical
snap—action switches and push-button type
switches

KTT decided Tact Switch as push—button
type switches according to GRI rule 6(the
classification of goods in the subheadings
of a heading shall be determined on the
understanding that only subheadings at the
same level are comparable(

Explanatory note of GRI rule 6 (a) said
“subheadings at the same level” : one
dash subheadings (level 1) or two dash
subheadings (level 2).
KTT should not expand GRI rule 6 up to
HSK 8 digit code.
According to GRI rule 3, Tact Switch should
be classified as electromechanical
snap—action switches. When by application
of Rule 2 (b) or for any other reason,
goods are prima facie, classifiable under
two or more headings, classification shall
be effected as follows: (a) the heading
which provides the most specific description
shall be preferred to headings providing a
more general description

Source: Korea Tax Tribunal (1995-2019)

Froltk, AP 7k HS P H&Aieh
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g dedd A A7t o 2o A
AleellA] FEE5F e o %
BAZE Ee VIEkR R AL - Al
Aadon EAE MAstEE ATl v
A& Holgn, & A7e Ab #4E& Tk
oj2igt Abatell #af shelstiL Alw= Zhad W<t
& s 2o
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Table 4. Summary of ITA product reclassification and retroactive taxation

lon implanters for doping semiconductor materials

Insulated wire

Claimant's
argument

Decision
KTT(NTT)

Review

Rectification decision due to post reclassification was
violation of good faith principle

Customs services did not violate the good faith
principle because it's revision of rule and customs
gave proper and timely notice

Chapter 84 notes 9 (B) ruled that for the purposes of
heading 84.86, the expression “manufacture of flat
panel displays” covers the fabrication of substrates
into a flat panel.

Explanary notes of heading 8486 ruled that lon
implanters for doping was covered by the heading
8486

Need to review legal effect of explanary notes

WTO EC - IT Products panel decided that explanary
notes did not bind legally but general principle
Explanatory notes is measure and useful source of
standard in tariff classification

KTT's surtax exemption decision need to be
reconsideration because claimant's did not check
reclassification and it's negligence

Cancellation of tax
refund was against
protection of trust

Tax refund is the
express of official
opinion

No attributable reason
for claimant's reliance

No violation of trust of
claimant

Tax refund was customs
office's mistake and NTT
did not review the
mistake

Source: Korea Tax Tribunal (1995-2019)

2 59 HE glo] sl o TAStY AEF
7} BFgsietar ik wro Ay EU 2414
4 AlEE AR A AR s E
2 582 gloy FX|(measure)o] sFslaL
FEEEFANN F23 71Fol2ta L)
HAAM ARG AR 7o dEt
F Aol PAA | T2l ATl 3T
tEE AFle] A7} BEEofof githal 4
Aok, 28y AEA o] HodIge FE5E
ol tighk 22 wiiellet. #e = gt P
Fe AT 5 o webd HEH &F
7374~ A Aoz Helr)

A Az =89S 9l o]2FY7](on

implanters for doping semiconductor materials)

= ITAOA A|8543113 2 o]9] & Qlo] BF
F37F FAck ATole BE Sy O #
AFG7HEFA FEEF ARAAE 21HF
of "B BEL HAGAZTYolg Axdhe Y
712 BteAAzE 7|7]dE gt ofst
U, dh=A] A7 p-sichEAg el gt &
of Dopant 0] &g FYUst= Ao|PE HE=A|
g =3 oleFY|2 EREtt e BEE
dholt} 3 E9lo] HSK 8543,11-00003.2 479)
233k ar, AHEA AN Felshdct. 200735
B Hse] A} Audoz WA we} &
Ay EEel FALET MAE] 0] eFe7]
(Ton Doping System)7} #|85Fol|A] A|84F=
HAEGL, AL o]l &FY7|E W=AA
g E3E& o2FY7I7t EFEH+ HSK
8486.20-300035. (¥ BA & 0%)E  Alarste]
& o] | tH(Tax Tribunal, 2011), 1 ¥
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Table 5. Korea Customs Service Notice(2002-2007 HS Comparison Table)

2002 Version 2007 Version

Note

Newly—established heading 8486(Machines and apparatus

8543.11 ex8486.20

for the manufacture of semiconductor and flat panel
displays)

Source: Korea Customs Service
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So) Sa} wAst ke g B A7E 2 mel
B3l & 5 ek 531 1TA O FE e BAY BEA2 o] A2 HeIE o)

I B

3 A Fe] FEERF SFE dxFoz gt AHEA2HS FE3o] HAT T A2
AR A BE) 7} 7har gkme] 57 A E ol =4do] 234H AFH E ot s ERE
Askd 4 ok, AHdY 1TA EFEL o T AE FES HAHSY] FEEFAYS 3
IT AH 237l oA Bagt FEEo|UT o8 T3 AA s A=l Aol Hast
Sk AEE 1T A2 AE S =ol= o dagh ot N2 AFd it F50] ERrE B%
FEES JA-doz FAsE Havt s A FAAHA A BFH JRE AT THA
o7 Holt} 3= IT 4k el BAS 9lsle] A 2" 7|83t &Y AT wof AFo=
Fol g& HFZ A A Fgo] g FRHSE & Pt 9ot ojn] N2 F&
3 Aoz BT} 25 U8 oln] BHS 3 AdAE TH}

FEEF 99 3FEAY ByHQ] FEEF o FoHES WAV £ - BT
= A=NAE B8l AT s Aer B TS g F JEE Fof & Foz H,
o}, WA FEEFAMHAIRY FEstE HE FAAIPRNER FHEF AHEMAE A5
g davt Qo @A AR FEERF A A= Hog &gstal, FAAE EES dETte
& 831 Yoy B Fom FEERE IS B3 FEERE 24T F Fo5 5
AHE F UEE F= Aol s, aex o & Aoz BRIt} o}-ge g} F9u S
AlZeA 9 Alagk Y& o2 Ale= i Al FEEF Ui 1SS Astd dg Aol
A FEERE & ue oiHdos FEE AT}
FH A3 oA Htes 3taL, & o4y = 2 dFE 2 24 Tk 1ITA AlE
o] 2RE & & AFY A MEFe] A4 FEEF AAS A7 Folth, =AY
o2 FHREFALI FHEF AAE AA A 7l ITA thd F50] old 1 /8
T F UEE It 73Y TRl =2 AAE A gk HAE B4 AF= oS 718 3
2 B/ Ag diste 3ol HoE Ao oF & Aoz Helt}
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