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New Tax Appeals Procedure Allows Taxpayers to Peruse
Documents Prior to Deliberation by the National Tax
Examination Committee

The National Tax Service (NTS) has announced the implementation of
‘pre-deliberations perusal’ as part of the existing tax appeals process.
Effective February 12, 2007, the new procedure allows parties
involved in a tax appeal (taxpayer, tax agent or tax authorities) to
examine relevant documents before these documents are presented
for deliberation by the National Tax Examination Committee.

The new procedures will apply to all formal objections to be filed by
taxpayers, including pre-assessment protests, objections to be filed
with district tax offices and appeals to be filed with the NTS or the
National Tax Tribunal.

The documents to be presented for deliberation by the National Tax
Examination Committee and open to perusal by appealing parties will
be: notice specifics on the amount of taxes to be assessed or paid, the
appealing party's (taxpayer) arguments, relevant tax laws, rulings or
decisions, the facts and circumstances surrounding the case, the tax
authorities’ assessment and the examiner’s written findings.

Following an examination of the documents, either party may submit
additional evidence or supplementary statements via e-mail or fax
within three days.

According to the NTS, the new appeals procedure is a part of its
efforts to enhance the transparency of the appeals process by
providing both parties with an opportunity to make sure that their
arguments are appropriately reflected in the documents to be
deliberated by the Examination Committee.



Rulings

Grace Period for Companies Whose SMC
Status Changes Is Retained for Taxation
Purposes

According to a new independence provision of
the revised Basic Act on Small and Medium
Sized Company (SMC), which became effective
on December 27, 2005, a company is no longer
considered a SMC if any one of the following
conditions exists:

1. another company, having total assets of 500
billion won or more, has a 30% or more
interest in the company; or

2. the company belongs to any business
conglomerate as specified by the Monopoly
Regulation and Fair Trade Act.

Such company may retain the SMC status for a
grace period of three years from the effective
date of the new provision. (However, the grace
period is waived where a change in the status of
SMC occurs due to reasons noted in 2).

According to a recent NTS ruling, the three-year
grace period will also apply, for taxation purposes,
to companies who are ineligible to retain SMC
status for the above reason.
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This will ensure that such companies continue to
receive various tax benefits available to SMCs
under the Special Tax Treatment Control Law for
the grace period. (Seomyon2team-2, 2007.1.2)

(Please note: the NTS ruling is reportedly being
reviewed by the Ministry of Finance & Economy
and the results of its review are expected to be
available soon.)

Tax Incentives in case of 100% Share
Transfer of an Original Foreign Investor

Where a 100% foreign-owned company has been
receiving tax exemptions or reductions available
for qualifying foreign direct investments under the
tax law and transfers 100% of its shares to
another foreign corporation, a question arises as
to whether the tax exemptions or reductions may
be granted to a new foreign investor in the 100%
foreign-owned company.

A recent ruling provides that the tax exemptions
or reductions should be retained in the above
case as long as the details of the business
operation or the foreign investment ratio when the
tax incentives for the original foreign investor
were decided remain intact after the share
transfer. (Seomyon2team-225, 2007.1.31)

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 specific facts involved. For
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