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Korea to Enhance Tax Incentives to Facilitate R&D and
Green Energy Investment

The Ministry of Strategy and Finance has announced its plans to
enhance or extend the existing tax incentives for research and
development (R&D) or green energy investment as part of its drive to
promote job creation and economic recovery. The proposed tax
incentives will be included in tax reform proposals for 2010 to be
released by the government in September 2009.

The main points of the plans are as follows:

 Companies are presently allowed to credit a certain portion of
expenditures for their R&D activities. The existing tax credit will be
extended to R&D in relation to core technologies as authorized by
government ministries. In addition, the rate of credit will increase
to 25% (35% for small and medium size enterprises (SME)).

 The tax credit rate will increase to 20% (30% for SME) from the
current 3~6% (25% for SME) in relation to R&D in 17 pre-
designated strategic growth industries including high-tech water
treatment, green transportation system, value added food industry,
global education service, green project financing, contents or
software development, etc.

 R&D incentives, which have been limited to technology projects
conducted in the manufacturing context, will be also available for
projects conducted in service areas. Details on the concept and
scope of service R&D will be set out by the end of December
2009.

 Investment in green technology facilities (new or renewable
energy, low carbon energy, LED, etc.) will be added to the scope
of energy saving facilities, which are currently entitled to 20%
credit, compared with 10% credit for environmental protection
facilities.
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 Corporate or individual income tax for
start-up SME in new energy-related
technology industries will be reduced by
50% for the first four taxable years from
their incorporation.

 The existing 5% to 30% tax credit for SME
will be extended to Energy Service
Companies (“ESCO”), which install energy
saving facilities for other companies in
need of technology and capital investment
and recover its investment costs from
reduced energy expenses.

 Dedicated funds for the promotion of
investment in the green energy industry
(“green funds”) will be created. Public
investors will be allowed credit of the
smaller of 10% of their investment in
qualifying green funds or 3 million won
from their taxable income for the
respective taxable year. Also, dividend
income from such funds will be tax exempt,
while contributions to such funds are
limited to 30 million won per investor.
Qualifying green funds shall invest at least
60% of their assets in securities issued by
certified green energy project or service
companies and ensure operations for a
period of 3 years at least.

 A green technology certificate program will
be introduced to permit income tax
reduction for investment in certified green
technologies or projects. Details of the
program will be made available by the
government task force team for the third
quarter of 2009.

Online Filing of Business Suspension
or Cessation

In the past, when a taxpayer suspends or ceases
business, renews the suspended business, or

reports VAT return on the ceased business, the
taxpayer was required to visit the relevant tax
office for reporting thereon.

From June 26, 2009, taxpayers no longer have
to visit tax offices to complete this process.
Instead, they may clear this process using the
online program (Hometax) provided by the
National Tax Service (NTS). To access the NTS
Hometax program, taxpayers must subscribe this
program and have electronic signatures.

This program is made available for individual and
corporate taxpayers (joint business taxpayers are
excluded).

Rulings

Definition of Establishment for
Registration Tax Purpose

When a third party acquires all shares of an
inactive company (located in a large city and has
ceased business after its establishment
registration) and thereafter changes directors,
capital, name and target business of the
acquired company, whether such transaction
should be considered as establishment of a new
company became an issue since establishing a
new company in a large city is subject to heavier
registration tax under the current Local Tax Law.

The Supreme Court’s recent ruling thereon is
that it shall not be deemed as an establishment
of a new company if a third party changes the
name, directors, capital and target business of
the acquired company after acquiring all its
shares and thus not be subject to heavier
registration tax.

According to the ruling, while the Local Tax Law
does not have any specific provision defining the
establishment of a new company, its
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interpretation and requirements thereon is
considered to be identical to Commercial Law,
which requires establishment registration as one
of the requirements for establishing a new
company. Therefore, despite such acquisition
may be allegedly intended to avoid imposition of
heavier registration tax, it should not be
considered differently as long as no individual or
specific regulation exists prescribing
otherwise.(Daebup 2008Du 14067, 2009.5.14)

Limit of Deductible Severance Pay for
Officers

When a company’s officer returns a portion of
his/her salary to the company in order to join the
company’s battle to fight business difficulties, the
limits of deductible severance payment shall be
based on the salary actually paid to the officer
rather than the officer’s original salary received
before returning a portion of his/her salary unless
the company has amended its severance payment
policy to ensure that severance payment for
officers should be based on the amount received
by officers before returning salaries in due course.
(Beobin-699, 2009.6.11)

Taxable Income of Internet Shopping Mall
Operator

An operator of an Internet shopping mall receives
commissions from its Internet retailers in return for
the arrangement and brokerage of transactions
between Internet purchasers and retailers. When
the Internet shopping mall operator issues

discount coupons in its own accountability and
capacity to promote sales of its Internet shopping
mall, the discount amount shall be included in its
commission income VAT tax base and thus
subject to VAT.

However, when an Internet shopping mall
operator offers a discount on commissions
charged to retailers in accordance with a pre-
arrangement between the operator and retailers,
it shall be treated as a discount under Article 13
② Item 1 of the VAT Law which is not included in
the VAT tax base and thus not subject to VAT.
(Buga-824, 2009.6.16)

Allocation of Common Input VAT

If a company which operates both taxable and
tax exempt businesses in its several business
places, is to apply the taxpayer-based VAT
system (where the taxpayer can collectively file
and pay VAT for several business places under
one VAT registration), its common input VAT (i.e.
input VAT incurred both for VATable and VAT
exempt business) should be calculated for each
business place in a prescribed manner (at the
percentage share of the value of tax exempt
supply to the total value of supply) in Article 61
① of the Enforcement Decree of VAT Law
(Allocation of Input VAT). Then, the company’s
head office or the principal business place may
aggregate and file VAT returns thereon. (Buga-
814, 2009.6.15)

The information contained in this publication is for general guidance on matters of interest only and is not meant to
be comprehensive. The application and impact of laws can vary widely based on the particular facts involved. For
more information, please contact your usual Samil PwC client service team or professionals listed below.

David Jin Young Lee 82- 2-709-0557 jylee@samil.com
IlHwan Oh 82-2-709-0897 ihoh@samil.com
Dong-Keon Lee 82-2-709-0561 dklee@samil.com
Sang-Keun Song 82-2-709-0559 sksong@samil.com
Alex Joong-Hyun Lee 82-2-709-0598, alexlee@samil.com
Henry An 82-2-3781-2594 henryan@samil.com
Shin-Jong Kang 82-2-709-0578 sjkang@samil.com
Han Chon 82-2-3781-3489 hjchon@samil.com
Sang-do Lee 82-2-709-0288 sdlee@samil.com
Sung-Young Kim 82-2-709-4752 sykim@samil.com
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SamilPwCAcademy Programs

2009 년 7월의 교육프로그램

계정과목 별 회계와 세무 - 2009. 8. 18(화) ~ 8.21 (금) / 4일간 / 28H
기업회계기준 및 기업회계기준서의 계정과목별 회계처리와 세무조정사항 및 세무 유의사항

세무조사대책실무– 2009. 8. 18 (화) ~ 8. 18(금) / 1일간 / 7H
세무조사에 대한 효과적 대응방안, 주요 조사방법, 조사대상의 선정과정 및 주요 세목별 조사사례
의 연구를 통한 실무상 유의점

재무회계입문– 2009. 8.19 (수) ~ 8. 21(금) / 3일간 / 21H
복식부기의 원리 해설 및 사례연습, 전표작성에서 결산 및 재무제표 작성까지의 회계 Cycle

내부회계관리제도 구축 및 운용 실무 – 2009. 8. 21(금) / 1일간 / 7H
내부회계관리제도의 이해 및 주요 내부통제절차, 모범규준 해설, 구축 및 운영방법

관리자를 위한 재무능력향상과정- 2009. 8. 25(화) ~ 8. 28(금) / 4일간 / 28H
부실고객 예방을 위한 경영분석기법 및 기업부실징후 분석기법, 관리자에게 필요한 회계 및 재무분
석기법 등 관리의사결정기법

예산수립 및 관리 실무 - 2009. 8. 25(화) ~ 8. 28(금) / 4일간 / 24H
부문별 및 종합예산 편성방법의 제시, 성과개선을 위한 전략적인 경영계획 프로세스 개선방향

삼일IFRS School - 2009. 8. 26 (수) ~ 8.28 (금) / 3일간 / 18H
국제회계기준(IFRS)과 기업회계기준의 주요 차이에 대한 이해, 주요 주제별 국제회계기준(IFRS) 소
개 및 국제회계기준(IFRS) 실무사례

위의 교육과정은 이론 및 실무, 그리고 사례 연구 등 실무능력향상에 중점을 둔 교육으로 「고용보
험법 및 근로자 직업훈련촉진법」에 의해 교육훈련비의 일부를 정부로부터 지원 받는 교육과정으로
지정되어 있으며 (일부 과정은 제외) 교육 7일 전까지 신청하셔야 교육훈련비의 일부를 지원 받으
실 수 있습니다. 자세한 사항에 대한 문의는 ☎: 02-3781-3429로 하시기 바랍니다.


