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PREFACE

=M

f

WWW.DES.90.K

We would like to extend our sincere appreciation for fulfilling your tax
obligations and for cooperating with our tax administration despite the
challenges of adapting to a different social and cultural environment.

The National Tax Service (NTS) of Korea publishes the annual "Easy Guide
for Foreigners' Year-end Tax Settlement" providing information on changes
to the tax laws to enhance the convenience of foreign employees and their
withholding agent (employers).

This year, the book contains information on tax laws related to year-end
tax settlement, frequently asked questions on year-end tax settlement,
calculation examples, and how to use the simplified year-end tax settlement
service, etc.

Aside from this publishing this book, the NTS operates various services
for foreign taxpayers such as “Help-desk for Foreign Taxpayers” at all NTS
district offices, “Help-line for Foreigners (&1588-0560)," and the NTS
English website.

We hope this book will be a useful guide to help foreign employees and
relevant persons in conducting year-end tax settlement. The NTS will do its
best to make tax filing and payment easier and more convenient.

Thank you.

December, 2020
Dong-il Kim

Assistant Commissioner for International Taxation
National Tax Service
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Flowchart of Tax Base & Income Tax

Calculation for Foreign Employees

Total Income from
Employments

(-) Non-taxable Income

Gross Wage &
Salary Income

© Refers to all forms of compensation received in exchange for provision of service of employment
(excluding compensation for service provided by daily workers)

© Compensation of Actual Expenses
- Owner driver subsidy, research subsidies, travel expenses paid under company regulations: Up to 200,000 won per month

© Wage & salary income from overseas: Up to 1 mil. won (3 mil. won) per month

© Non-taxable tuition expenses, work-study scholarship

© Allowance for overtime work paid to workers in manufacturing or related industries: Up to 2.4 mil. won per year
© Meal expenses or meal allowances up to 100,000 won per month

© Childbirth allowance up to 100,000 won per month and childcare allowance of children aged 6 and under

© Childcare leave benefits, maternity leave benefits, etc. paid pursuant to the Employment Insurance Act

(= Annual wage & salary income - Non-taxable income)

(-) Deduction for
Wage & Salary Income

Adjusted Wage
& Salary Income

(-) Personal Deduction

(-) Pension
Contribution Deduction

() Special Income Deduction

(-) Other Deduction

Gross Wage & Salary Income Bracket Deduction
Up to 5 mil. won 70% of gross wage & salary income
Over 5 mil. won - Up to 15 mil. won 3.5 mil. won + 40% of the amount over 5 mil. won
Over 15 mil. won - Up to 45 mil. won 7.5 mil. won + 15% of the amount over 15 mil. won
Over 45 mil. won - Up to 100 mil. won 12 mil. won + 5% of the amount over 45 mil. won
Over 100 mil. won 14.75 mil. won + 2% of the amount over 100 mil. won

* Up to 20 mil. won per year
(= Gross wage & salary income - Deduction of wage & salary income)

© Basic deduction: 1.5 mil. won per person
- An employee, his/her spouse with annual income of 1 mil. won or less (if he/she only has wage & salary income, gross wage & salary income
of 5 mil. won or less) and dependents living together (persons other than disabled persons should meet age requirements)

0 Additional deductions (when a person who is qualified for basic deduction falls under any of the following:)
- The disabled: 2 mil. won per person
- The elderly (aged 70 years or older): 1 mil. won per person
- Woman: 0.5 mil. won - Single-parent: 1 mil. won

© National pension contribution by an employee: Full amount

© Insurance premium
- National health insurance, employment insurance, long-term care insurance premium: Full amount

© Personal pension savings: 40% of the deposits made in personal pension savings subscribed on or
before Dec. 31, 2000 (up to 720,000 won per year)

© Deduction of deposits made in a mutual aid fund for small enterprises and small entrepreneurs
(Ceiling: 5 mil. won for adjusted wage & salary income of 40 mil. won or less; 3 mil. won for adjusted wage
& salary income of 100 mil. won or less; 2 mil. won for adjusted wage & salary income over 100 mil. won)

© Income deduction of contributions to a small and medium business start-up investment fund
- 10% of the investment or contribution amount is deducted (for direct investment in a venture company, the deduction rate is as follows:
100% for investment of 30 mil. won or less, 70% for investment of 50 mil. won or less, 30% for over 50 mil. won)
- Within 50% of the global income amount of the relevant year; ceiling of 3 mil. won applied to venture business investment trust

© Deduction for credit card use, etc.

(@ Total amount spent = Credit card charges + Debit card use + Prepaid card use + Cash receipt amount

@ Deductible amount = [(D-(25% of gross wage & salary income)] x 15%*
*(40% is applied to the amount spent in traditional markets or on public transportation, 30% is applied to the amount spent on books and

performance tickets, etc cash receipt amount and debit card use in the case of those with gross wage & salary income of not over 70 mil. won)

© Deduction ceiling = The lesser amount between 20% of gross wage & salary income and 3 mil. won
(2.5 mil. won for those with gross wage & salary income of 70-120 mil. won, 2 mil. won for those with
gross wage & salary income of over 120 mil. won) However, where the amount exceeds the ceiling, the
lesser of: the amount exceeding the ceiling; and the addition of the amount used in traditional markets
and for public transportation, and the amount that those with gross wage & salary of 70 million won
or lower spent on books, performance tickets and museum and art exhibition tickets that is subject to
deduction (ceiling of 1 million won applies to each)

© Deduction of contributions to employee stock ownership association
- The amount contributed by an employee stock ownership association member to purchase stocks (up to 4 million won per year, up to 15
million won for venture companies)
© Employees of small-to-mid sized companies that have maintained the size of employment : 50% of the
reduced amount in wage payment (up to 10 mil. won per year)
© Long-term collective investment security savings: 40% of deposits in long-term collective investment
security savings (up to 2.4 mil. won per year)
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Flowchart of Tax Base & Income Tax

Calculation for Foreign Employees

Tax Base

(= Adjusted Wage & alary income - Personal deduction - Pension contribution deduction

- Special deduction - Other income deduction + Amount exceeding the composite ceiling of income deduction)

*Amount in excess of composite ceiling for income deduction: Where the composite ceiling for special income

(x) Basic tax rate (6~42%) deduction and other income deduction exceeds 25 mil. won, the amount in excess shall be included in the tax base.

Tax Base

Tax Rate

Up to 12 mil. won

6%

Over 12 mil. won-Up to 46 mil. won

720,000won +15% of the amount over 12 mil. won

Over 46 mil. won-Up to 88 mil. won

5,820,000 won+24% of the amount over 46 mil. won

Over 88 mil. won-Up to 150 mil. won

15,900,000 won+35% of the amount over 88 mil. won

Over 150 mil. won-Up to 300 mil. won

37,600,000 won+38% of the amount over 150 mil. won

Over 300 mil. won-Up to 500 mil. won

94,600,000 won+40% of the amount over 300 mil. won

Over 500 mil. won 174,600,000 won + 42% of the amount over 500 mil. won

Calculated (Income tax is calculated by applying the basic tax rate to the tax base)
Income Tax

© Tax credit for wage & salary income: The ceiling is 740,000 won, 660,000 won and 1,300,000 won
(-) Tax Credit - Where calculated tax is not over 1,300,000 won: 55% of the calculated tax amount

and Exemption - Where calculated tax is over 1,300,000 won: 715,000 won + 30% of the amount over 1,300,000 won

© Taxpayer association credit: 5% of income tax withheld by a taxpayer association
© Foreign tax credit
- Foreign income tax amount paid or payable in a foreign country
- Tax credit ceiling = Calculated income tax x (foreign source income/global income)
© Child tax credit: 150,000 won for one child, 300,000 won for two children, 300,000 won each for the
third child and up subject to basic deduction (children aged 7 and up, children under 7 enrolled in school)
Newborn/ adopted child: 300,000 won for the first child, 500,000 won for the second child, 700,000
won each for the third child and up
© Pension account tax credit: 12% of deposit in a retirement pension account, pension savings account(Gross
wage & salary income of up to 55 mil. won: 15%, up to 7 mil. won per year [Pension savings: up to 4 mil.
won; Gross wage & salary income of over 120 mil. won: up to 3 mil. won])
© Special tax credit
* Insurance premium (12% tax credit rate; 15% for coverage insurance for the disabled)
- Coverage insurance (e.g., automobile insurance): Up to 1 mil. won
- Coverage insurance for the disabled: Up to 1 mil. won
* Medical expenses: 15% tax credit rate, (infertility treatment expenses: 20%)
- Medical expenses exceeding 3% of gross wage & salary income (ceiling of 7 mil. won per year)
- Employees, the elderly (aged 65 or older), the disabled and infertility treatment expenses: No ceiling
- Expenses for postpartum care facilities of those with total wage & salary income of 70 million won or less: Up to 2 million won per birth
»% Expenses for cosmetic and plastic surgery and expenses for purchase of health supplements: Excluded from deduction
* Education expenses (15% tax credit rate)
- Education expenses paid to universities, etc. for employee: Full amount
- Eligible education expenses paid to education institutes, etc. (excluding graduate schools) for those subject to basic deduction (no age limit)

excluding lineal ascendants (ceiling of 3 mil. won per pre-school child and elementary, middle and high school student; ceiling of 9 mil. won
per university student)

* Donations: Tax credit and tax deduction apply up to the ceiling for each type of donation

Category Deduction Ceiling Tax Credit Rate Carry-over
0-100,000 won 100/110
L . Adjusted Wage & Salary income 15% for not over
Political fund donat 0
@ Political fund donation x100% Over 100,000 won 30 mil. won, 25% for
over 30 mil. won
@ Statutory donation Eﬁ%gfyzed Wage & Salary income -D) 10years
@ Contributions to employee (Adjusted Wage & Salary income
stock ownership association  -(D-@) x 30%
(Adjusted Wage & Salary income .
@ Donation to “®-@-Q) x10% + The lesser of: 20% (30?/+fgt;/%qo©rﬁi1lsc/:0n)
religious organizations of (Adjusted Wage & Salary income 0 :
-®-@-®); and amount paid to non- 10years

religious organizations

® Designated donation

(Adjusted Wage & Salary income
(non-religious organizations)

-@-@-G) x 30%
* Designated donations to non-religious organization for relevant year & carried forward

© Standard tax credit: If special income deduction, special tax credit (including political fund donations), tax
credit for monthly rent are not claimed, tax credit of 130,000 won per year shall apply.

Final Tax Liability (=Calculated income tax - Tax credit and exemption)

(-) Pre-paid Tax © Tax prepaid at principal (present) workplace + Tax prepaid at secondary (previous) workplace

(=Final tax liability - Prepaid tax) 3 Final tax liability > Pre-paid tax : Pay the difference,

Payable/Refundable Tax
A Final tax liability < Pre-paid tax : Refund the difference
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Summary of Deductibility of Residents

and Non-residents

Deductlblllty
Non

Including Domestic- Foreign residents under Article 3

Total income from employment foreign- source of the Income T?X Act are tf.’xed
source : only for the foreign-source income
; income o h
income paid in Korea or remitted to Korea
Wage & salary income deduction 0 o]
Basic deductions 0 Self
(Self, spouse, dependent family members)
Personal — -
deductions Additional deductions
(The elderly, the disabled, qualified 0 Self
woman, etc.)
Pension contribution deduction 0 0 National pension contribution paid
by self
National health insurance 0 X
. premium,employment insurance premium
Special - -
deeluciions A foreigner is not deemed a
Housing funds X X household head or household
member
Pension savings, etc. 0 X
Deposits made in a mutual aid fund
for small enterprises and small 0 X
entrepreneurs
A foreigner is not deemed a
Savings account for housing purchase X X household head or household
oth member
Other Contributions to a small and medium
income : ; 0 X
deductions business start-up investment fund
Credit card charges 0 X
Workers in SMEs which maintain the 0 X
same employment level
Long-term collective investment 0 X
securities savings
Contributions to an employee stock 0 0 Limited to the amount contributed
ownership association after joining an association
Tax credit for wage & salary income 0 0O
Child tax credit 0 X
Pension account tax credit (0] 0O
Special tax credit
(insurance premium, medical expenses, (0] X
education expenses, donations)
Tax - -
crodits Tt far ity et X X A foreigner is not deemed the head of

a household or a household member

Applicable where the income
tax of a member of a taxpayer

Taxpayer association credit 0 0 association is withheld and paid
by a taxpayer association every
month

Standard tax credit 0 X
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Shedule for Year-end Tax

Settlement attributable to 2020

Schedule
Process
Subjects

Prepare for Dec. ® The company provides employees with the schedule and
year-end tax information on year-end tax settlement.
settlement Company ® Notice on NTS website (www.nts.go.kr/eng)
Check dat.a. Oon  Jan.15-Feb.15 ® Employees check supporting documents for income
the simplified (tentative) deduction, tax credit uploaded on the Simplified Year- Medical expenses that are
year-end tax ~———————  end Tax Settlement website. omitted on the website can be
settlement Data providers @ Additional or revised data on income deduction and tax ~ reported.
website = NTS credit can be submitted to the NTS from Jan. 15t0 18.
® Use the simplified year-end tax settlement service
Jan, 20-Feb, 15 (Hometax website) Employees should check whether
Collect an. ZUTeD. L g Employees should collect receipts that are not provided  they satisfy the requirements
and submit (tentative) through the simplified year-end tax settlement website. for deduction and credit before
d " ® Submit report of income deduction and tax credit and “ﬁ'”g tge_recordslprowde(?]on ich
ST documentary evidence for income deduction. the website. Employees who wis
evidence for -
d fi T Ler e e— to receive income deduction for
income deduction » Donation = Statement of donations donations, medical expenses and
@ i @i Employee = : : credit card charges should submit
Company » Medical expenses = Statement of medical expenses additional documents to their
o Credit card charges = Application for income deduction employer.
for credit card charges, etc.
Revi ® The employer checks the employees’ report of income  The employer notifies any missing
J eview Jan.20- deduction and tax credit, supporting documents, and documents to employees.
oggmentfary End O'f Feh deduction and crgdlt rggulrements. Employees request corrections
_ évidence tor - ® Employees submit additional documents to the in the receipt for wage & salary
income deduction employer if the‘re are missing dpcuments supporting income tax withholding if errors
& tax credit and income deduction and tax credit. are found.
issue receipt of ® The employer calculates the tax payable for year-end 3 Where the amount of tax payable
wage & salary Employer = tax settlement and issues a receipt for wage & salary exceeds 100,000 won, the tax
income tax Employee income tax withholding. can be paid in installments over
withholding ® Employees check the receipt for wage & salary income three months (when salary for
tax withholding. February, March and April is paid).
® The employer submits the statement on wage &
salary income payment through the Hometax system
(www.hometax.go.kr) or to the competent district tax
~Mar10 office by Mar. 10. The statement of payment of donations Emol ho dlaimed
: and statement of payment of medical expenses are to be mg_?%fees W d'o CI aimed tax
Submit report submitted when e-filing through Hometax. g;% :jor?artrigislgﬁoi)l(giﬂsb%it )
* Failure pay within the deadline incurs a penalty tax of 1% ;
On the St.atus of (0.5%) of the unpaid amount. Disadvantages apply when statement of medical N pEinsies
withholding and an employee joins ISA or applies for loans from a financial and statement of donations.
statement on institute. Tax refundable is paid to the
wage & salary ® The company chooses between adjusted refund and employee by the employer.
income payment aDDlICatIOn for refun * T_ax relfundaﬁle IS ﬂ?t Daldf
Employer ® In the case of application for refund, apply for refund of td};re:t Y t?f,t SERYES I
= NTS year-end settlement amount when submitting the report of BENRCIIE::
current status of withholding for Feb. 2020 (due Mar. 10)
® After application for refund is received, the NTS refunds
the wage & salary income tax within 30 days
Employees should log onto the
simplified year-end tax settlement
May 1-31 website and check whether
they re_ceived excessive income
File finalized ® By May 31, employees should check their income deduction or tax credit.
alobal income tax deduction and tax credit data, etc. on the simplified * Because the NTS does not notify
year-end tax settlement website and file a finalized each employer of the employees
return return of global income tax. who received excessive )
NTS = income deduction or tax credit,
employers should inform their
Employee employees to check whether they
over-deducted on the simplified
year-end tax settlement website.
Notice of Septem_ber ® The NTS analyzes the results of employees and their E&Tﬁgﬁ%gg r;ég%_gﬂéotax
excessive income  (Tentative) dependent family members’ finalized global income tax ST wEhEie ane dhzdk
deduction and tax NTS = return and notifies employee; who received excessive D ST 6 s Beerie
credit Employer income deduction or tax credit deduction and tax credit.
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Summary of Changes to Tax Laws for

2020 Year-end Tax Settlement

® Exapnded scope of non-taxation

® Non-taxation of wage & salary income paid
pursuant to the Employment Insurance Act for

Non-taxation of childbirth and childcare
income tax on  Benefits and allowances for childcare leave
spouse’s maternity  Benefits for shortened work hours during (Same as left)
leave benefit childcare years
» Benefits for maternity leave
< New > * Spouse’s maternity leave benefit

® Wage & salary income deduction
ceiling set (new)

® Wage & salary income deduction
70%

.  cell 5 mil. won or less
gﬁtxgg:&cgg—g 5 mil. won-15 mil. won or less 40%
incomegdeductioslq 15 rjil. won-45 rnil: won or less 15% (Same as left)

45 mil. won-100 mil. won or less 5%
Over 100 mil. won 2%
« Deduction ceiling: 20 mil. won

< New >

® Change of eligibility
* (Same as left)

® Eligibility for child tax credit
- <Deleted>

e Children aged 7 and up

Change of eligibility
- Including foster children under 7

for child tax credit

® Amount of maximum wage & salary

Easing of
income raised

® Maximum amount of wage & salary income of

requirement for
minimum wage &
salary income for manufacturing/production workers subject to
non-taxation of non-taxation of night work allowance, etc.
 Total wage & salary income: 25 million won or 25 million won = 30 million won

manufacturing/
production workers’ less in the preceding taxable period
night work allowance,

etc.
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Summary of Changes to Tax Laws for
2020 Year-end Tax Settlement

Exclusion of SME
employees’ profits
from borrowing
housing purchase/
lease funds from
wage & salary
income

® Scope of wage & salary income
» SME employees’ profits from borrowing
housing purchase/lease funds at a low or
zero interest rate are included

® Scope of wage & salary income
» The profits of employees of SMEs
pursuant to the Restriction of Special
Taxation Act from borrowing housing
purchase/lease funds are excluded from
the scope of wage & salary income

Rationalization of
scope of dependent
family members
eligible for basic
deduction of global
income

® Dependent family members subject to basic
deduction of global income (1.5 mil. won per
person)
» Lineal ascendants (including the spouse if
a lineal ascendant remarried)

« Lineal descendants and adoptees
(aged 20 or less)
« Siblings
(aged up to 20 years or aged 60 or older)
« Recipients under the National Basic Living
Security Act
« Foster children under the Child Welfare
Act

® Rationalization of the scope of lineal
ascendants and foster children

» When supporting the livlihood of the
spouse of a lineal ascendant who was
remarried, the person shall also be included.

(Same as left)

* Including foster children whose protection
period is extended (20 years or younger)

Rationalization
of submission
of documents
certifying post-
partum care facility
costs for tax credit

® Persons intending to receive tax credit on
the following medical expenses should
attach recipts, etc.
» Eyeglasses, contact lese, hearing aid,
technical aids for the disabled, purchase
and lease of medical devices

® A receipt for using the post-partum care
facility should be attached

» Post-partum care facility costs

Expansion of non-
taxation of profits
from exercise of
venture companies’
stock option

® Non-taxation of venture company

employees’ profits from exercise of stock
option

» Non-taxable profit: Profit from exercise of
stock options from venture companies

» Non-taxation ceiling: Up to 20 mil. won
per year

 Applicable up to Dec. 31, 2020

® Extension of applicable period for tax-
taxation ceiling

» Non-taxable profit: Profit from exercise of
stock iptions from venture companies

» Non-taxation ceiling: Up to 30 mil. won
per year

» Applicable up to Dec. 31, 2021
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Summary of Changes to Tax Laws for
2020 Year-end Tax Settlement

Eased
qualification ~ ® Qualification as a career-interrupted woman ® Eased qualification as career-interrupted
as career- * Must have wage & salary income for at least 1 woman
interrupted year before retirement * (Same as left)

worman eligible Must have retired due to pregnancy, childbirth, ~ « Must have retired due to pregnancy,
for income tax childcare childbirth, childcare

reduction for » Must be re-employed by same company » Must be re-employed by same company
new gﬁVEUWS of within 3-10 years of retirement within 3-15 years of retirement
s

® Ceiling and tax credit rate ® Raised tax credit ceiling for persons 50 or older

Up to 40 mil. won o Up to 40 mil. won
(55 mil. won) 4 mil. won 15% D(55 mil. won) 6 mil. won o
Raised ceiling ~ Upt0100 mil. won (7 mil. won) 2% Up to 100 mil. won (9 mil. won) 5
on tax credit for (120 mil. won) (120 mil. won) 12%
pension account Over 100 mil. won 3 mil. won 129% Over 100 mil, won 3 mil. won o
for persons 50 (120 mil. won) (7 mil. won) ) (120 mil. won) (7 mil. won) 12%
years or older <New> « Excluded persons
- Persons whose global income is over 100
mil. won or persons whose total wage &
salary income is over 120 mil. won
- Persons subject to global taxation of
financial income
<New>  Applicable period: Up to Dec. 31, 2022
® Deduction rate ® Deduction rate
« Credit card: 15% « Credit card: 15%
(Mar. 2020: 30%; Apr.-Jul. 2020: 80%)
« Cash receipt, debit card, pre-paid card, etc: 30% e Cash receipt, debit card, pre-paid card, etc.:
Increased 30% (Mar. 2020: 60%; Apr.-Jul. 2020: 80%)
incqme * Amount spent in traditional markets and * Amount spent in traditional markets and
dedUCtlQ" rate public transportation fare: 40% public transportation fare: 40%
for credit card (Mar.-Jul. 2020: 80%)
€Xxpenses « Amount spent on books, performance tickets, = Amount spent on books, performance
museum and gallery tickets: 30% (applicable tickets, museum and galley tickets : 30%
to persons with total wage & salary of 70 mil. (applicable to persons whose wage & salary
won or less) income is 70 mil. won or less; Mar. 2020:

60%, Apr.-Jul. 2020: 80%)

Rationalization
ofincome g period for income deduction: Choose between @ Rationalization of income deduction period

g:ﬂgat%: @or® _ o * @ should be chosen in principle, but @ can
contribution * @ Taxable year to which the contribution date be chosen if the investor requests
to 2 small or investment date belongs
and medium * @ Until the taxable year to which the day
business start- two years lapse from the contribution or
up investment investment date
fund, etc.
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Summary of Changes to Tax Laws for
2020 Year-end Tax Settlement

Expansion
of scope of
businesses
eligible for
income tax
reduction for
new recruits of
SMEs

® Income tax reduction for new recruits of SMEs

« Eligibility: Young adults, persons aged 60 or
older, career-interrupted women

« Reduction rate: 70% (90% for young adults)

« Eligible businesses: Agriculture and fishing
business, manufactuing business

® Income tax reduction for new recruits of
SMEs

(Same as left)

« Expansion of scope of eligible businesses
- Creative and art-related services, sports
service businesses, service businesses
related to libraries, historic places, and
leisure activities

Expansion of
income tax
reduction
for foreign
engineers
in the field
of materials,
components
and equipment

® Income tax reduction for foreign engineers

eligible for income tax reduction

« Eligibility: Persons providing technology
pursuant to a contract for introducing
engineering technology, persons working for a
research facility prescribed by Ordiance of the
Ministry of Economy and Finance

» Reduction rate: Income tax is reduced by 50%
for five years

<New>

® Income tax reduction for foreign engineers

(Same as left)

 Reduction rate: 70% reduction for 3 years
for foreign engineers working for leading
companies* in the field, etc,, and 50%
reduction for 2 years thereafter

* Leading companies specializing in materials,
components and equipment, special companies,
small but strong companies and start-up
companies as prescribed by Article 16 of the Act
on Special Measures for Strengthening of the
Competitiveness of Materials, Components and
Equipment Industries

« Applicable period: Applicable only if the first
day of providing labor is on or before Dec.
31,2022
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I. Year-end Tax Settlement

¢

/ What is Year-end Tax Settlement?
%///////%

Under the year-end tax settlement scheme, the withholding agent finalizes the tax liabilities
of an employee (excluding daily workers) for the wage & salary income earned for the
relevant taxable period - the wage & salary income received until the month of retirement
in the case of retirees - based on the income deduction and tax credit returns filed by the
employee.

Therefore, a withholding agent who pays wage & salary income should apply income
deduction from the employee's wage & salary income for the relevant taxable year. The
resulting amount shall be the tax base for deriving calculated tax, and tax reduction/
exemption and tax credit shall apply based on relevant laws. Then the income tax withheld
at the source and paid during the relevant taxable period shall be deducted, and the
remaining amount shall be collected or refunded.

Where a resident with only wage & salary income has paid income tax for wage & salary

income by filing year-end tax settlement, he/she is not subject to filing a finalized return of
global income tax base.

1. Year-end tax settlement in general (Article 134, Income Tax Act)

The year-end tax settlement amount shall be withheld when the person who pays wage
& salary income (withholding agent) pays wage & salary income for February of the year
following the relevant taxable period (the last day of February if wage & salary income for
February is not paid until the last day of February or if there is no wage & salary income
for February).

2. Year-end tax settlement of a retiree (Article 134, Income Tax Act)

Where an employee retires during the year, the year-end tax settlement amount shall be
collected when wage & salary income for the retiring month is paid. Therefore, employees
who retire during the year should submit the report of income deduction and tax credit and

supporting documents to the withholding agent before he/she receives wages for the month
of retirement.
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I. Year-end Tax Settlement

3. Where there are two or more workplaces (Article 137-2, Income Tax Act)

A person who receives wage & salary income from two or more employers (excluding
daily workers) should designate a principal workplace and secondary workplace until the last
day of the relevant taxable period and submit a report of (change in) workplace to the

withholding agent of the principal workplace.

Where an employee receives a withholding tax receipt for wage & salary income from the
withholding agent of the secondary workplace and submits it to the withholding agent of the
principal workplace before receiving wage & salary income for February of the year
following the relevant taxable period, the withholding agent of the principal workplace
should file year-end tax settlement for the amount calculated by adding the wage & salary
income of the principal workplace and the wage & salary income of the secondary

workplace.

Where an employee who received wage & salary income from two or more employers
separately files year-end settlement for the wage & salary income from each workplace
instead of filing year-end tax settlement for the total amount of wage & salary income for
the taxable period, the employee should file a finalized return of global income tax base by
May of the year following the relevant taxable period. If a finalized return of global income
tax base is not filed, he/she should pay the underpaid income tax, penalty tax for

underpayment and late payment, etc.

4. Year-end tax settlement of reemployed persons (Article 138, Income Tax Act)

Where a wage & salary income earner who retires in the middle of a taxable period and
is newly hired submits a report of income deduction and tax credits for wage & salary
income (including the withholding tax receipt for wage & salary income and copy of book
of wage & salary income withheld) including wage & salary income received between
January of the relevant taxable period and the month in which he/she retires arrives, the
withholding agent shall withhold income taxes on the aggregate of wage & salary paid at

both the former and new workplace.
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I. Year-end Tax Settlement

5. Year-end tax settlement by a taxpayers’ association

A taxpayers' association organized by a person with the following wage & salary income
should keep and record a book of wage & salary income withheld of the wage & salary

income earners who joined the taxpayers' association.

- Wage & salary income received from a foreign institution or the UN forces (excluding

US forces) stationed in Korea

- Wage & salary income received from a non-resident or foreign corporation (excluding a
domestic branch or a domestic place of business) abroad. However, income appropriated
for necessary expenses or losses in calculating the amount of domestic source of income
of a domestic place of business of a non-resident or a foreign corporation shall be
excluded.

6. Others

(1) Where an employee fails to submit a return on income deduction and tax credit
for wage & salary income

Where a withholding agent conducts year-end tax settlement on wage & salary income
earners who have not filed a return on income deduction and tax credits for wage & salary
income pursuant to Article 140 of the Income Tax Act, only the basic deduction for the wage

& income earner himself/herself and standard tax credit (130,000 won) shall apply.

(2] Where a withholding agent fails to conduct year-end tax settlement (Article 92,

Enforcement Rules of the Income Tax Act)

Where a withholding agent did not perform year-end tax settlement for wage and salary
income, the head of the competent tax office shall immediately perform year-end tax
settlement and collect income tax from the withholding agent.

If a withholding agent is not available, the head of the competent district tax office shall
notify the employee that he/she should file a finalized tax return on global income tax base,
and the employee shall file a finalized tax return on global income tax base with the
competent tax office by the last day of May of the year following the relevant taxable period.
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I. Year-end Tax Settlement

(3] Where an employee is additionally paid wage and salary income after conducting
year-end tax settlement

Where a withholding agent pays an employee additional wage and salary income after
year-end tax settlement was conducted, he/she shall re-conduct the year-end tax settlement

for wage and salary income when the additional payment is made.

Where wage & salary income is additionally paid based on a court ruling, the income is
attributable to the day on which labor is provided, and income tax on the wage & salary
income should be withheld by the last day of the month following the month of the court
ruling and paid by the 10th day of the following month.
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2 ) Foreigners’ Year-end Tax Settlement

1. Resident and non-resident

(1) Resident and Non-Resident(Article 1-2, Income Tax Act)

In principle, a resident means any individual who has had his/her domicile or place of
residence in the Republic of Korea for at least 183 days. A non-resident means any
individual who is not a resident.

A domicile shall be determined by the objective facts of living relationship, such as the
existence of a family living together in the Republic of Korea, the property located in the
Republic of Korea, and occupation. A place of residence means a place where a person has
lived for a long time besides his/her domicile, and in which there is no general living

relationship as close as a domicile (Article 2, Enforcement Decree of the Income Tax Act).

% A taxpayer who falls under the following is deemed to have a domicile in Korea:

* A person who has an occupation which requires him/her to reside in Korea for 183 days or more;
* A personwho has his/her family members in Korea and is likely to reside in Korea for 183 days
or more in view of his/her occupation or assets held in Korea.

(2] Calculation of the period of residence (Article 4, Enforcement Decree of the
Income Tax Act)

- The period of residence in the Republic of Korea shall be from the date after the date
of a person's arrival in the Republic of Korea to the date of his/her departure.

- Where a person having a place of residence in the Republic of Korea returns to the
Republic of Korea after his/her departure from the Republic of Korea and the purpose
of his/her departure is deemed apparently temporary, such as sightseeing or medical
treatment, in view of the place of residence of family members who make a living
together with the person and the location of his/her property, the duration of sojourn
abroad shall be also deemed the duration in which the person had a place of residence
in the Republic of Korea

- If the duration in which a person had a place of residence in the Republic of Korea
is at least 183 days during one taxable period, the person shall be deemed to have

had a place of residence in the Republic of Korea for at least 183 days.

NATIONAL TAX SERVICE 41



& =ZHE

WW'I\‘.I’I[S.QG.MK‘D

- TRlepsao] Zelsmt A Ale] Wak WE, Apzol ©E Aelsast et B9 AAS
o] Bk 7hme] AFAL AAAAAF HiFo] T JREA] B, AP A=
5 7180 ASRe ARl sigslel 1 Rt ZiKle] s Al How

[ R g R ok W] et AREE teli g 7Ike Fuje] AL

7o W) opsit

N

(B) HFXt = HIAFIL El= A7| (AT §2212)
@ HIAFAIL AFKZ El= AY|
-] FAE E Y
- Il F2E THRIAY Uil At Qe AleR B AN SR

- Yol ALE = 7Rl 183¢e] H= Y

@ FHEAP HERIR e A
- AT Fa E Ak0] ol o] $Jstel ZReks W the

- el Tt gAY =eoll AT Qs AR He ApE EARE 3o Tt d

(4) DpMICY A59] #HY (A8 §3)
ef=elo] AAtel| sfgshe B-tolle =yl - ol AT He ASCIAAIRS)Ol Histe]

AEA GRS RESIE )7FAel A9 S QHAS] da) dA|olRE R

X B AF 2=l

SHETMZ 2 S2E=RE] 25010 10 O =LHof ALt HAE & 712Fe] A7t 64 Ofsiel =2l
HEAR| HREEASE UM XIZEAL =z S5E 4500 THoIZH 11|

42 |



f

WWWIES.00K

I. Year-end Tax Settlement

- Where an overseas Korean defined in Article 2 of the Act on the Immigration and
Legal Status of Overseas Koreans enters the Republic of Korea but it is found,
according to the method prescribed by Ordinance of the Ministry of Strategy and
Finance, that the purpose of his/her entry is a temporary stay for sightseeing, medical
treatment of a disease, or any of the purposes specified by Ordinance of the Ministry
of Strategy and Finance, in view of the place of residence of family members who
make a living together with the person and the location of his/her property, etc., the
period of his/her stay shall not be deemed a period during which the person has a

place of residence in the Republic of Korea.

(3) Time when Person Becomes Resident or Nonresident(Article 2-2, Enforcement
Decree of the Income Tax Act)

@ The time when a nonresident becomes a resident
- The day when the nonresident acquires a domicile in the Republic of Korea

- The day when an event, based on which the nonresident shall be deemed to acquire

or have a domicile in the Republic of Korea

- The 183th day after the nonresident acquires a place of residence in the Republic of

Korea.

@ The time when a resident becomes a nonresident
- The next day of the date when he/she leaves Korea to move his/her domicile or place

of residence outside Korea

- The next day of the date when an event, based on which he/she shall be deemed to
have no domicile in the Republic of Korea or to have a domicile outside the Republic

of Korea

(4] Scope of Taxable IncomelArticle 3, Income Tax Act)

If a foreigner is deemed a resident, he/she is subject to income tax on all income generated
from sources both within and outside Korea (worldwide income). A non-resident is subject

to income tax on domestic source income.

% Taxation on foreigners who reside in Korea for a short-term

In the case of foreign source income of a foreign resident whose sum of period of having a domicile
or place of residence in Korea is five years or less for 10 years retroactively from the last day of
the relevant taxable period, only the income paid in Korea or remitted to Korea shall be taxed.
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I. Year-end Tax Settlement

2. Special taxation for foreign employees (Article 18-2, Restriction of Special

Taxation Act)

If a foreign executive or employee (excluding daily workers) provided service in Korea
for the first time on or before Dec. 31, 2021 (excluding cases where service was provided
to a special related company), the amount calculated by multiplying 19% to the relevant
wage and salary income (including non-taxable income) can be imposed as the tax amount,

instead of the amount computed by applying the basic tax rate.

In such cases, provisions concerning income taxation, such as non-taxation, deduction,
reduction or exemption, and tax credit under the Income Tax Act and the Restriction of
Special Taxation Act shall not be applicable. And the wage and salary income thereunder

shall not be included in the calculation of tax base of global income.

The period for which special taxation applies shall be the taxable period ending within five

years from the first day of providing service in Korea.

Foreign employees refer to persons who do not have a Korean citizenship as of the last

day of the relevant taxable year.

Any foreign employee who desires to be eligible for the application of the special taxation
shall make an application therefor and submit it to the withholding agent, taxpayer’s
association or the head of tax office having jurisdiction by attaching an application for flat
tax rate application for foreign employees to the report of income deduction and tax credits

for wage & salary income.

% Foreign employees subject to the flat tax rate when withholding tax

Foreign employees who have the 19% flat tax rate applied instead of the simplified tax table when
receiving monthly wage & salary income may choose between the basic tax rate method or the flat
tax rate method when conducting year-end tax settlement. To have the flat tax rate applied when
conducting year-end tax settlement, the foreign employee concerned should submit an application for
flat tax rate application for foreign employees.

* Overseas Koreans with Korean citizenship are not subject to the special taxation for foreign employees
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I. Year-end Tax Settlement

3. Year-end tax settlement for non-residents

(1) Non-residents' domestic-source wage & salary income (Article 119 of the Income
Tax Act, Article 179 of the Enforcement Decree of the Act)

- Salary received for providing labour in Korea

Salary offered to the crew working in a vessel serving overseas routes, in a deep sea

fishing vessel or on an aircraft operated by a resident or a domestic corporation
- Salary offered to a non-resident working as an executive of a domestic corporation

- The amount appropriated as a bonus under the Corporate Tax Act

(2) Calculation of year-end tax settlement (Article 122, Income Tax Act)

Regarding the calculation of tax base and amount of income tax on domestic-source wage
& salary income of non-residents, the provisions concerning the tax base and tax amount of
the tax on income of residents shall apply mutatis mutandis. However, the deduction for any
person other than the nonresident himself/herself, among the personal deductions under
Article 51 (3), child tax credit under Article 59-2 and special tax credit under Article 59-4

shall not apply to a non-resident.
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1. Year-end Tax Settlement g

% Summary of flowchart of year-end tax settlement

Gross wage & Gross wage & salary income
salary income Annual salary (salary +bonus +allowance + constructive

bonus) - Non-taxable income

Deduction for

H
wage & salary income
H

Basic deduction
(©)

1.5 million won per person

Adjusted wage & salary

. Additional deduction
Income

The elderly, the disabled, woman, single parents

) Personal deduction

Pension contribution
deduction

O

) Special income ) Insurance premium deduction

deduction
Personal pension savings

Deposits made in a mutual aid fund for small enterprises

(—) Other deduction H and small entrepreneurs

Investment association

Credit card usage

Global income tax base Employee stock ownership association contribution

Employee of SMEs maintaining employment level

. Long-term collective investment security savings
(X) Basic tax rate

Calculated income tax

Tax reduction/exemption

(_) Tax credlt. & tax % Tax credit for wage & salary income
reduction

Taxpayers' association credit

Foreign tax credit

Final tax Liability Child tax credit
Special tax credit Insurance premium
Medical expenses
) Prepaid tax Education expenses
Donation

Tax payable/refundable
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% Summary of documentary evidence for income deduction & tax credit

Document

Eligibility

Issued by

Report of wage & salary
income deduction and tax credit

Wage and salary income earners subject
to year-end tax settlement

Taxpayer

Certificate of alien registration

- Foreign employees hired in 2020
- Foreign employees with changes in
dependents

Immigration office

Copy of receipt for insurance
premium payment

Employees who bought a life insurance
policy, etc.

Insurance company

Copy of receipt for medical
(medicine) expenses

Employees eligible for medical expense
deduction

Hospitals, pharmacies,

etc.

Copy of receipt for education
expenses

An employee (or his dependent]) who is
a student

Educational institutions

Copy of receipt for donation

Wage and salary income earners who
made donations

Organization that
received donations

Statement of credit card
expense

Wage and salary income earners subject
to deduction for credit card expense

Credit card companies

Application for flat tax rate
application for foreign
employees

Taxpayer who chooses separate taxation
method with 19% flat rate

Taxpayer

Application for income tax
reduction/exemption for foreign
engineers

Foreign engineers who meet the
requirements under the relevant law

Taxpayer

Application for wage and salary
income tax reduction/exemption

Qualified foreign employees who were
dispatched to Korea under a
government-to-government agreement

Taxpayer

Application for foreign tax

Taxpayer who worked and paid income
tax in foreign countries

credit

Taxpayer
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1. What is wage & salary income? (Article 20, Income Tax Act)

Scope of Wage & Salary Income

Wage and salary income refers to all types of payments received for personal services rendered
as an employee by employment or any other similar agreements, and includes the following incomes:

(D A salary, pay, remuneration, annual allowance, wages, bonus, allowance, and other
benefits in the nature similar thereto, received by offering labor

(2 Income received as a bonus pursuant to a resolution at a general meeting of shareholders
or a general meeting of employees of a corporation, or a deliberative organization
corresponding thereto

(® Amount considered as a bonus under the Corporate Tax Act

@ Income received due to a retirement, which is not included in retirement income

% The following income is considered as wage & salary income:

@ Expenses paid in terms of confidential expenses(including expediency fund), social expenses and others
under similar pretexts, which are pay unclear as to whether they are used for business

@ Money for merit, bonus, money for celebrating a business opening, school expenses, scholarships (including
school expenses and scholarships which an employee’s children at school received from an employer], and
other similar salaries which are paid to an employee

@ Labor allowance, family allowance, war bonus, price allowance, cashier’s allowance, duty allowance, and
other salaries similar thereto

@ Allowances for collecting money, remuneration for concluding insurance contracts and for trade of securities or
for savings, and other pay in the similar nature thereto, received by employees of an insurance company, an
investment trader, investment broker, etc. under the Financial Investment Services and Capital Markets Act

® Meal allowance, housing allowance, clothing allowance, and other salaries similar thereto

® Benefits gained from housing provided by an employer

@ Benefits which an employee gains by borrowing money necessary for purchasing or renting housing
(including the land attached to the house) at low interest or without compensation

Technology allowance, health allowance, research allowance, and other wages of a similar nature

© Overtime allowance, commuting allowance, perfect attendance allowance, special bonus, and other wages of
a similar nature (reimbursements for transportation expenses, fitness activities, etc.)

Monthly or yearly wages paid in terms of travel expenses

@ Allowance for service in an isolated area, allowance for service abroad, and other wages of a similar nature

® Insurance premiums, trust installments or mutual aid installments imposed on an employer in connection
with the insurance, trust or mutual aid whose contractor is an employee or whose beneficiary is an
employee, his/her spouse, or any other family member

@ The amount of retirement benefits paid to an executive in excess of the limit (non- inclusion in losses)
pursuant to Article 44 (4) of the Enforcement Decree of the Corporate Tax Act

Vacation bonus and other similar wages

® Refund of the group refund-cum-guaranty insurance to be reverted to employees before the maturity of
contract period or at maturity

Profits gained by executives or employees of a corporation by exercising, while serving in the relevant
corporation, etc., stock options granted from a relevant corporation or a special related corporation under
Article 87 of the Enforcement Decree of the Corporate Tax Act with the said corporation

@ Public official’s allowance by position level

@® Among an executive's retirement income, the amount deemed as wage & salary income
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2. Income that is not included in the scope of wage & salary income (Article 38,
Enforcement Decree of Income Tax Act)

(1) Employer's reserve fund to pay retirement benefits
(2) Insurance premium for accident/disaster compensation for sailors

(3) Group genuine indemnity insurance, etc.

% The following insurance premiums are not deemed wage & salary income:

a. An amount of not more than 700,000 won per annum, among insurance premiums of ‘group genuine
indemnity insurance’, the insurance money of which is to be paid upon an employee’s death, injury or
disease, and whose insured and beneficiary are employees, and whose paid-in premiums are not
refundable at its maturity; and ‘group refund-cum-guaranty insurance’, the paid-in premiums of which
are refundable within the limit not exceeding the paid-in premiums at its maturity

b. Insurance premiums of insurance the insured of which is an executive or employee, and whose
grounds for payment are compensation for damages incurred by an act in the course of performing
duties, except for those incurred intentionally (including gross negligence] by the executive or
employee

(4) Benefits gained from housing provided by an employer for employees, etc.
(5) Scholarships, etc. granted from an intra-company labor welfare fund

(6) Non-taxation of gains from exercise of stock options of start-ups (Article 16-2 of the

Restriction of Special Taxation Act)

(7) Special taxation of gains from exercise of stock options of start-ups (Article 16-4 of
the Restriction of Special Taxation Act)

(8) Expenditure for congratulations and condolences
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2 ) Non-Taxable Wage & Salary Income

1. Pay in the nature of reimbursement for actual expenses (Article 12, Income Tax
Act)

(1) The amount of pay for day duty, night watch or business travel equivalent to the
actual expenses incurred (where an employee drives his/her own vehicle to perform
the employer's work and receives reimbursement for the expenses (subsidy for driving
one's own vehicle) according to the payment standards prescribed by the company's
rules, etc., instead of receiving reimbursement for the actual amount of expense
incurred for business trips, etc., the amount of reimbursement not exceeding 200,000

won per month)

% Travel expenses for home leave of expatriate workers

The travel expenses for home leave of Korean employees working overseas or foreign employees
working in Korea are regarded as pay in the nature of reimbursement for actual expenses, subject to
the following conditions and scope:

1. Conditions

- It shall be specified in the company regulations or employment agreement that the company shall
reimburse the cost for returning home for employees who have worked one year or longer in a
region other than his/her home country (including cases where it is stipulated that the employee
shall work for one year or longer)

- The employee's leave shall be considered as necessary for the performance of his/her duties, in
consideration of the unique nature of the expatriate duties

2. The scope of expenses considered reimbursement for actual expenses

- Limited to the cost of round trip (If the employee inevitably has a stopover due to the flight schedule,
the accommodation expenses are also included.] within the scope deemed the most reasonable and
economical, and the portion of expenses recognized as tour expenses are not included.

% The airfare spent on a foreign worker's entry into Korea for fulfilling his/her employment contract
and the airfare, etc. spent on his/her departure from Korea after completing his/her service in
Korea shall not be considered ‘pay in the nature of reimbursement for actual expenses'.

(2) Clothing, caps or shoes provided to employees who are obligated to wear uniforms

under Acts or Municipal Ordinances

(3) Working clothes or special uniforms provided to employees engaged in special works
or activities, or employees working at hospitals, laboratories, financial companies,

factories or mines
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II. Wage & Salary Income

(4) The amount not exceeding 200,000 won among research subsidies or research activity

expenses provided to an employee who falls under any of the following:

- Teaching staff of a school under the Early Childhood Education Act, the Elementary
& Secondary Education Act, the Higher Education Act, and a school equivalent thereto
(including an educational institution under a special Act)

A person directly engaging in, or providing direct support for research activities (limited
to a person holding qualifications equivalent to that of teaching staff of universities and
colleges) in a research institute governed by the Support of Specific Research Institutes
Act, a government-funded research institute established pursuant to a special Act, or a
local government-funded research institute established pursuant to the Act on the

Establishment and Operation of Local Government-Invested Research Institutes

A person directly engaging in researching activities in a research institute attached to
a small and medium-sized enterprise or a venture company defined in Article 16-2 (1)
1 or 3 of the Enforcement Decree of Development of and Support for Basic Science
Research and Technology Act or in the R&D task force established in a SME or a
venture company under Article 16 (2) of the same Act

% If educational institutions under the Elementary and Secondary Education Act receive school fees
from students for after school programs and then pay teachers an amount at a fixed hourly rate,
such amount shall not be regarded non-taxable research subsidies.

(5) The following amount paid by the central or local governments:

- The amount provided for the enhancement of a child care teacher's working environment
under Article 24 (1) 7 of the Enforcement Decree of the Infant Care Act and the wage
& salary offered to a senior teacher or an ordinary teacher working in a private
kindergarten under Article 32 (1) 2 of the Enforcement Decree of the Early Childhood
Education Act

- An additional allowance paid to medical residents to strike a balance between the
supply of and demand for residents in each medical department

(6) Monthly allowance of 200,000 won or less for news coverage activities
(7) Monthly allowance of 200,000 won or less paid to an employee working in an isolated area

(8) Salaries received by an employee in relation to natural disaster or other calamities
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II. Wage & Salary Income

(9) Allowances paid to members of committees under Acts and Ordinances who do not

receive remuneration

(10) Meal allowances (excluding meal allowances paid during the vacation period) received

pursuant to the Seafarers' Act

(11) Money and goods that a religious worker received for the purpose of regular religious
activities through payment standards determined through his/her religious organizations
regulations or the resolution and approval of a resolution body of the religious

organization.

2. Non-taxable wage and salary income generated abroad (Article 12, Income Tax Act)

(1) The amount not exceeding 1 million won per month (or 3 million won per month
when receiving remuneration in exchange for providing labor (including construction
design work and supervision works) on a deep sea fishing vessel, a vessel serving
overseas routes, etc. or in a construction site of overseas, etc.), of the remunerations
received by a person by providing labor abroad (including furnishing labor on a deep
sea fishing vessel, in a vessel or aircraft serving overseas routes, or in an overseas
construction work site, etc.) or in North Korea under the Inter-Korean Exchange and
Cooperation Act (hereafter "overseas, etc."). In this case, cases where remuneration for

providing service is received domestically shall be included.

% If a resident foreign employee who is employed by a domestic company is sent overseas to provide
service overseas, the remuneration that he/she receives in accordance with Article 16 of the
Enforcement Decree of the Income Tax Act is subject to non-taxation of income tax, up to 1 million
won per month.

% If a resident working for an overseas branch supports back-office works (e.g., sales, human resources
management, finance & accounting), the remuneration he/she receives shall be non-taxable up to 1
million won per month.

(2) Where a public official (including administrative staff in overseas diplomatic missions
under Article 32 of the Foreign Service Officials Act) or an employee of the Korea
Trade-Investment Promotion Agency, the Korea National Tourism Organization or the
Korea International Cooperation Agency receives allowance for providing labor overseas,
etc., the amount of allowance received in excess of the allowance to which he/she would
be otherwise entitled for domestic service (from 2015, the amount publicly announced
by the Minister of Foreign Affairs in consultation with the Minister of Strategy and

Finance shall be non-taxable).
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3. Night shift allowance received by manufacturing workers (Article 12, Income Tax Act)

Where a worker engaged in manufacturing and related works (including daily workers) earned
a total of 30 million won or less in the immediately preceding taxable period and the monthly
fixed pay does not exceed 2,100,000 won (including daily workers), taking into account the
level of wages, category of work, etc., the amount of salary paid in addition to the ordinary
wage for extended work, nighttime work or holiday work under the Labor Standards Act shall

be non-taxable within the following ceiling:

- The amount of not more than 2,400,000 won per year among salary received in
addition to ordinary wage for extended work, nighttime work or holiday work under
the Labor Standards Act (the total amount of salary is non-taxable for mining workers

and daily workers)

- The amount of not more than 2,400,000 won among production allowance received by
seafarers (excluding captains) working on fishing vessels pursuant to the Seafarer's Act

(when paid in percentage pay, the percentage pay exceeding the monthly fixed pay)

% The allowances for extended work, nighttime work or holiday work received on months in which the
fixed monthly pay exceeds 2,100,000 won shall be taxed.

4. Other non-taxable incomes (Article 12, Income Tax Act)

(1) Disability benefits, survivor’s benefits, etc.

(2) Non-taxable school expenses

% School expenses meeting the following requirements, from among entrance fees, tuition fees, lecture
fees and other public imposts for schools under the Elementary and Secondary Education Act and the
Higher Education Act (including similar educational institutions in foreign countries) and for vocational
training institutions under the Act on the Development of Occupational Abilities of Workers are
non-taxable up to the amount payable for each taxable period.

The expenses are paid for training or education related to the business of the enterprise that the

relevant employee works for

- The expenses are paid in accordance with the payment criteria stipulated by the regulations, etc. of
the enterprise where the relevant employee works

- The expenses are paid to the relevant employees on condition that they return the amount paid to
them, if the education and training period is six months or longer and the relevant employees did not
work for a period in excess of the education and training period after receiving education and training
* Non-taxable school expenses are not subject to deduction of educational expense.
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I'. Wage & Salary Income

(3) Insurance premiums borne by the central or local government or employers pursuant to
the National Health Insurance Act, the Employment Insurance Act, and the Long-Term
Care Insurance for the Aged Act

(4) Salary received by a person working for a foreign government (including a local
autonomous group of a foreign company or a local government of a foreign federal
state), the United Nations or its affiliated organizations, who is not a Korean citizen,
provided that the foreign government does not impose income tax for the salary paid

to a Korean public official who works in the country

(5) Salary that a worker received from his/her employer in relation to the worker or his
spouse's childbirth or care of their children aged six or younger (age at the time of
the first day of the taxable period), the amount of which does not exceed 100,000 won

per month

% If an employee has two or more children aged six or under, an amount of up to 100,000 won shall
be non-taxable per month, regardless of the number of children.

% If the employer pays child care allowances every quarter, the amount of up to 100,000 won shall
be non-taxable on the month of payment.

(6) Meal allowances not exceeding 100,000 won per month received by workers for whom
meals and other food and drinks are not provided

(7) Among scholarships received under the Framework Act on Education, scholarships
received by university students for their employment (limited to university students

attending universities prescribed by the Higher Education Act)

(8) Amount not exceeding 5 million won per year received from employee inventions as

prescribed by Article 2 Subparagraph 2 of the Invention Promotion Act
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II. Wage & Salary Income

N
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3 ) Monthly Income Tax Withholdin

1. Withholding agent (Article 127, Income Tax Act)

A person who pays Adjusted wage & salary income to a resident or non-resident should
withhold income tax from such resident or non-resident. In this case, the person who should
withhold and pay tax is called a withholding agent.

2. Withholding tax rate

Where a withholding agent withholds income tax from wage & salary income, the amount
calculated by applying the simplified withholding income tax table shall be the tax amount.
However, if an employee chooses to pay 80% or 120% of the tax amount according to the

simplified withholding income tax table, income tax shall be withheld accordingly.

% Simplified withholding income tax table

www.nts.go.kr/eng — Help Desk — Quick Viewer Service — My withholding income tax calculator
(Hometax (www.hometax.go.kr) — Z5|/2ha — J[EIRS| — d2AS7H0 MRIE)

Where a withholding agent pays monthly wage & salary income to a foreign employee,
he/she can withhold the amount calculated by multiplying 19% with the relevant wage &

salary income (including non-taxable income).

In this case, the foreign employee should submit an application for flat rate withholding
tax application to the withholding agent by the 10th day of the following month of the month
to which belongs the date of providing labor, and the withholding agent should submit the

application to the head of the relevant tax office.

Where a foreign employee who was subject to flat tax rate application submits an
application for withdrawal of flat rate withholding tax, the flat tax rate will not be applied
when paying monthly wage & salary income from the taxable period following the taxable

period to which the date of submission belongs.

NATIONAL TAX SERVICE 69



@O
% N 06'SIU MMM




=M E

Income Deduction

1. Z22ASSHRE IESH|
2. H=Edz S|

3. EEASEA

= =1

1. Wage & Salary Income Deduction and Personal Deduction
2. Pension Contribution Deduction

3. Special Income Deduction
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II. Income Deduction
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1) Wage & Salary Income Deduction and Personal Deduction

1. Deduction of wage & salary income (Article 47, Income Tax Act)

Adjusted wage and salary income is calculated as follows:

Wage & salary income = Gross wage & salary income (Annual pay — Non-taxable pay)

- Wage & salary income deduction

% Wage & salary income deduction ceiling: 20 million won (applicable to income accrued on
or after Jan. 1, 2020)

<Deduction Amount>

Gross Wage & Salary Income Deduction Amount

Up to 5 mil. won 70% of gross wage & salary income

Over 5 mil. won & Not over

. 3.5 million won + 40% of the amount over 5 million won
15 mil. won

Over 15 mil. won & Not over

. 7.5 million won + 15% of the amount over 15 million won
45 mil. won

Over 45 mil. won — Not over

. 12 million won + 5% of the amount over 45 million won
100 mil. won

Over 100 mil. won 14.75 million won + 2% of the amount over 100 million won

* Employees who have worked for less than one year are also entitled to wage & salary income deduction.

* Where the gross wage & salary income amount falls short of the wage & salary income deduction
amount, the amount of gross wage & salary income shall be the deduction ceiling.

* Where wage & salary is paid by two or more persons, the sum of wage & salary income shall be the
gross wage & salary income and the wage & salary income deduction amount shall be deducted from the
gross wage & salary income.

2. Personal deduction

(1) Basic deduction

(D Taxpayer himself/herself: Deduction of 1.5 million won per year
2 Spouse: Deduction of 1.5 million won per year, provided that the sum of his/her annual
income is 1 million won or less (gross wage & salary income of 5 million won if

he/she only has wage & salary income)
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II. Income Deduction

(® Dependents who share a livlihood: 1.5 million won per person is deducted in the case
of a dependent family member falling under any one of the following, provided that
the sum of his/her annual income is not more than 1 million won (gross wage & salary

income of not more than 5 million won for persons with only wage & salary income)

Category Eligibility
Lineal ascendant Aged 60 years or older (born on or before Dec. 31, 1960)
Lineal descendant, adoptee Aged 20 years or younger (born on or after Jan. 1, 2000)
Sibling Aged 60 years or older, 20 years or younger

- Recipients under Article 2 Subparagraph 2 of the National Basic
Living Security Act

- Where both the lineal ascendant (or adoptee) and his/her spouse

Others are disabled persons, the spouse

- A foster child who is directly raised under a foster home system
as prescribed by the Child Welfare Act for more than 6 months
during the relevant taxable period

* A dependent who shares a livlihood should be registered as a cohabitant in the resident registration card
who shares a livlihood at the employee's domicile or place of residence. However, lineal descendants and
adoptees are deemed as sharing a livlihood regardless of their domicile (place of residence).

* There is no age limit for a dependent family member who is a disabled person, but the disabled
dependent family member shall not be subject to basic deduction if the sum of his/her annual income

exceeds 1 million won.

* The spouse of siblings are not eligible for basic deduction.

* An adoptee living together means a child who is adopted or under an adopted state pursuant to the Civil
Act or Act on Special Cases Concerning the Promotion and Procedure of Adoption and shares a livlihood

with residents.

(2) Additional deduction (Article 51, Income Tax Act)

If anyone entitled to basic deduction falls under any of the following, the amount

stipulated in each paragraph shall be deducted in addition to the basic deduction amount.

(D The elderly: Where a person is 70 or older(born on or before Dec. 31, 1950), 1 million

won per capita a year

(2 The disabled: Where a person is a disabled person prescribed by Article 107 of the
Enforcement Decree of Income Tax Act, an annual deduction of 2 million won per

capita
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II. Income Deduction

(® Woman: Where a resident with wage & salary income of 30 million won or less is
a woman with a spouse or a woman without a spouse who is the head of a household
with dependent family members subject to basic deduction, 500,000 won is deducted

per year.
@ Single parent: Where an employee without a spouse has lineal descendants or adoptees
subject to basic deduction, 1 million won per year is deducted (cannot be applied at

the same time as additional deduction for women).

(3) Time for determination of qualified dependents (Article 53, Income Tax Act)
Whether a person is the spouse, a dependent, a disabled person, or an elderly eligible for
deduction shall be determined according to the person's status at the end of the relevant taxable

period (December 31).

(4) Personal deduction ceiling

Where the sum of personal deductions exceeds the global income amount (Adjusted wage

& salary income amount), the amount in excess shall be deemed as 0.

(5) Total annual income of family members

For dependent family members including the spouse to be qualified for basic deduction,
the sum of dependent families' annual income should be not over 1 million won(if he/she
only has wage & salary income, gross wage & salary income of 5 mil. won or less), and

the amount of income by type of income shall be calculated as follows:

Type of Income Calculation Method
Wage & salary Gross wage & salary income [anr.wual wage & salary income
income - nontaxable income)
- Wage & salary income deduction
Pension income Total pension - Pension income deduction
GLGEJ l Business income Gross revenue - Necessary expenses
oba
Income Other income Gross income - Necessary expenses
Interest, dividend . -
! v Total amount of interest or dividend
income
The sum of the above income amounts shall be the global income
Subtotal
amount.
@ Retirement Income Gross retirement income - Nontaxable retirement income
. . Transfer value - Necessary expenses
Capital G . .
© Capital Gains - Long-term holding deduction
Total annual income [(D+@+®)
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II. Income Deduction

¢
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/ Pension Insurance Premium Deduction
%///////%

Where a resident having global income (wage & salary income) has paid the following
insurance premium, etc., the pension insurance premium, etc. paid in the relevant taxable
period shall be deducted from the global income amount (Adjusted wage & salary income)
of the relevant taxable period. However, where the sum of insurance premium deductions

exceeds the global income amount, the amount in excess shall be deemed as 0.

(D Pension insurance premium paid under the National Pension Act (excluding contributions
by employers)

(2 Contributions or pension contributions paid by an employee under the Public Officials
Pension Act, the Veterans’ Pension Act, the Pension for Private School Teachers and

Staff Act, or the Special Post Offices Act, or Act on Aggregation of National Pension
and Occupational Pensions

% Deductible only for the contributions paid by the resident himself/herself, and the

pension insurance premium paid under the name of his/her spouse or dependent
family members is not deductible.

NATIONAL TAX SERVICE 79




f
&

WWWIES.00K

. A=3H

1o

AE_T_'x-"

/o

SHRt=H

2i25] DS

6002H BHE)ol 40%

[= L==[e]|=]=13 =5l JIR_-I OH
N 2013.12.31.0|™ 7|82= X|=H s o yE=L
7R oy (- Xt ) AT L 0l 7|83
7HO|O:|E' X O|(LtoloHO o 72012]
iy e o o 2000.12.31 O 7124(t@ioho] 40%) o1 720+
Pt
SstASToNO| 50%
EXEBER | oy o1s = EXfZo0| 109 7HRI0] X7 [2]- HitREZEEl0] (ZEH§16025
S 3 181 OfF At EXfots A2 100%, 70%, 30% HIR|EXIAIENO| Zr[ZoHS
3002k of5h)
Fgol | AR=
- . min(3009F,
77xto]s} 2330 2000)
ARIIE E A oHO| EZ0{eHo| 25%= . ]
B7s = N S e PR 1201 0w
AB SH | USTIS, BBBLS | o mimoian xigyic Mgl e | o
= [ — . = I
I | TEE SIS cuzer vise ozw A aon, S
12658 HEABAIBECHEREOIZE : 40%) S
=4 -2 - R T
ARG+ 2 1009H
Z7HETH 600719
TEAE O] | SAREE
47 o]} 5005+
AT | AAL = Z —~
A1 SHES A7 AMBR! TR0 Helst FH 47ut 3005
S2USA| 19
19] =3} 2005k
LIS = o1 2 2N FES s ENEEH & 4008t
REES =e0 E0751 203 (#1%{7|% 1,5002H)
TR (2 BT s B2X} Si7t UZEN
=TT _ ot
47| UZArziol — aiig BMIRI=S| sligt =Xt Szt 11,0002+
D2XIEA| QIZEo) x 10022 50
71 Al Z D7 (2t EF0foH 5XTHY
WIS W RIBERSH | olssH 2zt 8EIBH ofsh 2EAp of paoRtS
SEMESH | XS g A7 [RBEXIS S0 Helst 2o

80




&

N

%///////%

II. Income Deduction

1. Summary of Special income Deduction other deductions
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Special Income Deduction (Article 52, Income Tax Act)

Income deduction

Deduction items

Deduction ceiling

Insurance premium

National health
insurance, employment
insurance, long-term care
insurance for the aged

Premiums borne by an employee

Fully deducted

Donations

Donations carried
forward

Donations on or before Dec. 31, 2013 (statutory
donations, designated donations)

Donations carried forward
within the deduction ceiling

Personal pension savings

Deposit amount

Pension savings accounts opened on or before
Dec. 31, 2000 (40% of the savings deposit)

720,000 won a year

to an investment fund

Deduction of contributions|

Investment on
or after 2018

10% of the investment amount (100%, 70%,
30% where an individual invests in a venture
company or venture association)

50% of the global income amount|

(Deduction of 3 mil. won or less

for venture business investment

trusts under Article 16 (1) 2 of

the Restriction of Special
Taxation Act)

Deduction of

credit card expenses, etc|

Credit card, cash
receipts, debit cards,
prepaid cards

15% (30% in the case of cash receipts, debit
cards, amount spent on books and
performance, museums and art exhibitions
tickets; 40% in the case of amount spent in
traditional markets and on public
transportation) of credit card expenses, etc. in

excess of 25% of the gross wage & salary
income

\VE{SC & Deduction
salary ceiling
income 8
Lesser of (3
Up to 70 mil, won, 20%
mil. won of wage &
salary income)
Over 70
mil-120 2.5 mil, won
mil, won
OYCY 120 2 mil, won
mil, won

+

Amount spent in traditional
markets, public
transportation, books and
performance, museums and
art exhibitions tickets: 1 mil,
won added for each category
(celling: 6 mil, won)

Deduction of deposits
made in a mutual aid

and small entrepreneurs

fund for small enterprises|

Mutual-aid installment

Deposits made in a mutual aid fund for small
enterprises and small entrepreneurs

Adjusted W & Deduction

Sincome ceiling

Up to 40 mil, 5 mil.
won won

Over 40 mil.-100 3 mil.
mil, won won
Over 100 mil, 2 mil,
won won

Deduction of contributions|

to an employee stock
ownership association

Contributions

Contributions made to an employee stock
ownership association in order to acquire the
treasury stocks of one’s company

4 mil. won a year
(15 mil. won a year for
venture companies)

Workers in small &
medium enterprises
maintaining the same
employment level

Pay reduced

(The total amount of annual pay of full-time
employees in the preceeding taxable year

- The total amount of annual pay of full-time

employees in the relevant taxable year) X 50/100

10 mil. won a year

Deduction for long-term
collective investment
security savings

Deposits in a long-term
collective investment
security savings

salary income of not more than 50 mil. won in
the preceding taxable year (80 mil. won in the

Deduction: 40% of the deposited amount (up to

Eligibility : Employees with gross wage &

relevant taxable year)

6 mil. won per year) in each taxable year

2.4 mil. won a year
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Tax Reduction or
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1. Tax Reduction or Exemption
2. Tax Credit
3. Special Tax Credit
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IV. Tax Reduction or Exemption & Tax Credit
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Tax Reduction or Exemption
%///////%

1. Tax reduction or exemption according to the Income Tax Act (Article 59-5)

Where a foreigner dispatched to Korea under a government-to-government agreement
receives payment for his/her service from either or both governments, the amount calculated
by multiplying the calculated global income tax amount by the ratio of the relevant wage

and salary income to the amount of global income shall be reduced or exempted from the
calculated tax on global income.

A person who wishes to receive reduction or exemption of tax on wage and salary income
should submit an application form for tax reduction or exemption to the head of the
competent tax office via the person who pays wage & salary income in Korea by the 10th
day of the month following the month for which tax reduction or exemption is to be applied.

2. Tax reduction or exemption according to the Restriction of Special Taxation Act
A. Income Tax Reduction for Foreign Engineers) (Article 18)

(1) Eligibility for tax reduction or exemption

A foreign engineer who falls under the following shall be granted tax reduction equivalent to
50% of the tax on wage and salary income from the offer of his/her services to a national of Korea
until the month in which the date falling on five years from the date (applicable only to the period

until December 31, 2021) such foreign engineer started to offer his/her services in Korea falls.

* The revised tax reduction or exemption period (five years) applies to services provided for the first time on

or ater Jan. 1, 2019, If services were provided before Jan. 1, 2019, the previous regulation (two years)
shall apply.

However, in the case of foreign engineers working for specialized leading companies pursuant
to Article 16 of the Act on Special Measures for Strengthening of the Competitiveness of
Materials, Components and Equipment Industries, income tax is reduced by 70 percent for wage
& salary income incurred from the first day of providing labor in Korea on or after Jan. 1,
2020 (up to Dec. 31, 2022) until the month in which falls three years lapse from such date.
For wage & salary income from the first day of the month following the aforementioned month

to the month to which belongs the day on which two years lapse from such date, 50 percent
of the income tax shall be reduced.
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IV. Tax Reduction or Exemption & Tax Credit

(2] Foreign engineers qualified for tax reduction or exemption
A person without Korean nationality who falls under any of the following:

- A person who provides technology in Korea under an engineering technology
introduction contract (limited to contracts worth US$ 300,000 or more) prescribed by
Article 2 Subparagraph 5 of the Engineering Industry Promotion Act

- A person who works as a researcher in an R&D facility of a foreign-invested
company that meets the following conditions:

* A facility employing at least five research personnel who are either bachelor's degree
holders in natural science with research experience of three years or longer or
master's degree holders or higher in natural science

* A facility equipped with an independent R&D establishment

* The facility investment amount for research and development is 100 million won or
more

* 30% or more of the total equity investment or total number of stocks with voting
rights issued by the R&D facility or the foreign-invested company that established
the R&D facility should be owned by a foreigner

(3] Amount of tax reduced or exempted

Adjusted Wage & salary income subject to

Amount of tax reduced or . . .
= Calculated income tax x tax reduction or exemption x50 (70)%

exempted
Adjusted Wage & salary income

(4) Documents to submit

A person who wishes to have his/her income tax reduced/exempted should submit an
application for foreign engineers' tax reduction/exemption (form no. 7 of the Enforcement
Rules of the Restriction of Special Taxation Act) to the competent district tax office via the
withholding agent by the 10th day of the month following the month to which the date of

providing service belongs.
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B. Reduction or exemption of income tax for new recruits of an SME (Article 30
of the Restriction of Special Taxation Act, Article 27 of its Enforcement Decree)

For the wage & salary income paid to a new recruit who meets the following employed
by an SME from Jan. 1, 2012 (Jan. 1, 2014 for persons aged 60 or older and the disabled)
to Dec. 31, 2021, income incurred until the month to which belongs three years elapse from

the employment date (five years for young adults) shall be subject to a 70 percent (90

percent for young adults) reduction of the income tax amount.(a limit of 1.5 mil won per

taxation period)

(1) Employees subject to tax reduction or exemption

(D Young adults: Persons between the age of 15 and 34 as of the date of signing the

employment contract

% Outline of revised tax law on young adults newly recruited by SMEs

Before After Note
. . Calculated from the first
Reduction period 3 years 5 years day of employment
Reduction rate 70% 90% -
Age 15-29 15-34 As of the time of signing
employment contract
Sunset 2018 2021 -

= The revised law applies to income attributable to 2018 and beyond, so income attributable to 2017 or
before is not subject to request for correction.

(@ Persons aged 60 or older: Persons aged 60 or older as of the date of signing the

employment contract

(® The disabled: Disabled persons subject to the Act on Welfare of Persons with Disabilities
@ Career-interrupted women: Women meeting all of the conditions below:
- The woman worked for the SME or an SME in the same business (according to classification

of KSIC) for 1 year or longer (the SME’s withholding of the woman’s wage & salary income

tax should be confirmed)

- The woman retired due to marriage, pregnancy, childbirth, child rearing or child education

- It has been three years or longer but not more than 15 years from the date of retirement

from the SME

- The woman is not a special related person (relative) of the SME’s largest shareholder or

largest investor (representative in the case of individual business operators)
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IV. Tax Reduction or Exemption & Tax Credit

(2) Employees not eligible for tax reduction or exemption

(D An executive falling under a subparagraph under Article 40 (1)
(2 The largest shareholder or largest investor (representative in the case of an individual
business) of the company and his/her spouse
(® The lineal ascendants and descendants (including the spouse) of (2) and persons who are
relatives of (2) pursuant to Article 1-2 (1) of the Enforcement Decree of the Framework
Act on National Taxes
@ Daily workers
(® Persons whose payment of insurance premiums, etc. falling under any of the below
cannot be confirmed:
- Employer contribution and emplyee contribution pursuant to Articles 3 (1) 11 and 3 (1)
12 of the National Pension Act
- Insurance contribution of the employee insured pursuant to Article 69 of the National
Health Insurance Act

¥ Persons who are not eligible for subscription pursuant to the proviso of Article 6 of
the National Pension Act and Article 5 (1) of the National Health Insurance Act shall
be excluded.

(3] SMEs subject to tax reduction and exemption

SMEs whose main business is one of the following:

- Agriculture, forestry, fishery, mining, manufacturing, supply of electricity, gas, steam and air
conditioning, water supply, sewage and waste treatment, materials recycling, construction,
retail and wholesale, transportation and storage, lodging, restaurants (excluding alcoholic
establishments and non-alcoholic beverage establishments), information telecommunication,
real estate, research & development, advertisement, market research and survey, construction
technology, engineering and other science and technology service businesses, business facility
management, business support and lease service, technology and occupational training
schools, social welfare service, personal and consumer goods repair, creation and art-related

services, library, historical places and similar leisure-related services, sports services

% Business excluded from tax reduction and exemption

Professional, science and technology service businesses [tax, accounting, law), medical service (hospitals,
etc.), finance and insurance, education services (excluding technology and vocational training schools),
other personal service businesses
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IV. Tax Reduction or Exemption & Tax Credit

(4) Application for reduction & exemption and withholding method

O (Submission of application for reduction & exemption) An employee intending to receive
tax reduction or exemption should submit an application for reduction or exemption of
income tax for new recruits of an SME to the withholding agent by the last day of the
month following the month to which the date of employment belongs.

* Attached form 11 of the Enforcement Rules of the Restriction of Special Taxation Act

A retired employee may submit an application to the head of the tax office having

jurisdiction over his/her address

O (Submission of statement of eligibility of reduction or exemption) The withholding
agent should submit a statement of eligibility of income tax reduction or exemption for
new recruits of SMEs by the 10th day of the month following the month to which the
date of receiving the application belongs.

* Attached form 11-2 of the Enforcement Rules of the Restriction of Special Taxation Act

O (Withholding method) The withholding agent can withhold income tax on wage & salary
income for each month by applying the reduction and exemption rate starting from the month
following the month in which the application for reduction or exemption was received.

% Exclusion from application of tax reduction or exemptio

If a person who was hired by an SME on or before Dec. 31, 2011 (excluding career-interrupted women)
becomes re-hired by the SME through extension of contract period, etc., income tax reduction/exemption
shall not apply.

(5) Calculation of reduced or exempted tax

@ Reduced or exempted tax

Global tax Wage & salary income Total wage & salary from the eligible SME Reduction/exemption
X
rate

amount Global income Total wage & salary of the employee

* The ceiling of the reduced/exempted tax amount of those hired in or after 2016 is 1.5 million won per taxable period.

@ Where other wage & salary income exists other than the income subject to tax
reduction or exemption when applying tax credit for wage & salary income (including
cases where there is no wage & salary income other than the income subject to
reduction or exemption), the amount calculated as follows shall be the wage &
salary income tax credit amount.

Tax credit amount = Amount of wage & salary income tax credit amount pursuant to Article 59 (1) of the
Income Tax Act X (1—exemption ratio®)

* Exemption ratio = Amount of exempted income tax for new recruits of SMEs + calculated tax amount

NATIONAL TAX SERVICE | 93 |
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IV. Tax Reduction or Exemption & Tax Credit

3. Income tax reduction or exemption according to tax treaty (foreign teachers)

(1) Eligibility
The income received by a teacher or professor who was invited to Korea for the purpose of
lecture or research at an authorized educational institute who is a resident from a country with

a tax treaty with Korea is exempted from income tax under the tax treaty's provision on teachers.

% Countries with a tax treaty with Korea (English speaking countries): U.S., U.K., South
Africa Republic, New Zealand, Australia, Ireland
Tax treaty partners without a provision on tax treatment for teachers (English speaking

countries): Canada = Taxable

Authorized institutions refers to schools under Article 2 of the Elementary and Secondary
Education Act and Article 2 of the Higher Education Act, such as elementary, middle and
high schools and universities.

* Where a foreign educational institution established under the Special Act on Establishment and
Management of Foreign Educational Institutions in Free Economic Zone and Jeju Free International
City is equivalent to a school under the Elementary and Secondary Education Act and operates an
education course that recognizes an equivalent academic background, such institutions are
considered authorized educational institutions.

(2] Amount of tax reduced or exempted

Amount of tax Adjusted Wage & salary income subject to tax reduction or exemption

= Calculated income tax x
reduced or exempted Adjusted Wage & salary income

% The amount reduced or exempted shall be recorded under ©3 Tax treaties when filling out the receipt of
wage & salary income tax withholding

(3) Documents to be submitted (Article 207-2, Enforcement Decree of the Income Tax Act)

A person who wishes to have his/her income tax reduced or exempted should file an
application for non-taxation or tax exemption (form no. 29-2 (3) of the Enforcement Rules
of the Income Tax Act) to the income payer, and the relevant income payer shall submit the
application to the head of the tax office having jurisdiction over the place for tax payment
of the income payer by not later than the 9th day of the month immediately following the
month in which the relevant income is paid.

* Attached documents: Certificate of residence, copy of employment contract with schools, copy of
documentary evidences for non-taxation or tax exemption
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IV. Tax Reduction or Exemption & Tax Credit

(4] Note
Schools that pay wage & salary income to a resident foreign teacher or professor should

complete year-end tax settlement and then submit a statement of payment of wage & salary

income by March 10 to the competent tax office.

A foreign teacher, etc. with wage and salary income who is a resident may apply for flat

tax rate (19%) application when conducting year-end tax settlement.
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IV. Tax Reduction or Exemption & Tax Credit

<Tax Exemption Requirements for Foreign Teachers from English Speaking Countries>

Requirements

L7 (All of the following requirements should be satisfied to qualify for tax exemption.)
@ He/she should be a resident of the U.S. immediately before his/her visit to Korea
@ Inviting institution: The government, public organizations of local governments, or other
authorized educational institutions
@ Purpose of invitation: Teaching or research at a university or other authorized educational
UsS institution
e @ Purpose of visit: Primarily for the purpose of teaching or research at a university or other
authorized educational institution
® Period of invitation: Should not exceed 2 years from the date of arrival
* Tax exemption shall not apply if teaching or research is performed for the private benefit
of specific persons.
@ He/she should be a resident of the U.K. immediately before his/her visit to Korea
@ Purpose of the visit: For the purpose of teaching or research at a university, college, school
or other similar educational institutions recognised as non-profit organizations by the
government
UK @ Period of visit: Should not exceed 2 years from the date of arrival
o @ Where remuneration is tax-exempt in the U.K. or an amount equal to the remuneration is
deducted when calculating the amount of tax in the U.K., such remuneration shall be
taxable.
* Tax exemption shall not apply if teaching or research is performed for the private benefit
of specific persons.
@ He/she should be a resident of the Republic of South Africa immediately before his/her visit
to Korea
@ Inviting institution: A university, college, school or a similar institution authorized as a
Republic non-profit institution by the government of the contracting party.
of South | @ Purpose of the visit: Solely for the purpose of teaching or carrying out research at the
Africa above institutions
@ Period of visit: Not exceeding 2 years from the date of arrival
* Tax exemption shall not apply if teaching or research is performed for the private benefit
of specific persons.
@ He/she should be a resident of New Zealand immediately before his/her visit to Korea
@ Inviting institution: A university, a college, a school or other similar educational institution
authorized by the competent authority in Korea
New @ Purpose of the visit: Solely for the purpose of teaching or research or both at the above
Zealand educational institution
@ Period of visit: Not exceeding 2 years from the date of his first arrival
* Tax exemption shall not apply if teaching or research is performed for the private benefit
of specific persons.
@ He/she should be a resident of Australia immediately before his/her visit to Korea
@ Inviting institution: A university, college, school or other authorized educational institution
Australia | @ Purpose of the visit: Solely for the purpose of teaching or research at the above educational
institutions
@ Period of visit: Should not exceed 2 years from the date of arrival
@ He/she should be a resident of Ireland immediately before his/her visit to Korea
@ Purpose of the visit: Solely for the purpose of teaching or advanced learning (including
research) at a university, college, other authorized research institutions or other facilities for
Ireland higher education

@ Period of visit: Not exceeding 2 years from the date of arrival
* Tax exemption shall not apply if teaching or research is performed for the private benefit
of specific persons.
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IV. Tax Reduction or Exemption & Tax Credit
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1. Tax credit for wage & salary income (Article 59, Income Tax Act)

A resident with wage & salary income shall be eligible for the following credits against

the calculated global income tax on wage & salary income

a. Amount of tax credit

Calculated income tax Amount of tax credit
+ Not more than 1.3 million won = 55% of the calculated income tax
+ More than 1.3 million won = 715,000 won + 30% of the amount exceeding 1.3 million won

b. Tax credit ceiling

Gross wage & salary income Tax credit ceiling

+ Up to 33 million won = 740,000 won

740,000 won - [(Gross wage & salary income - 33 million
+ Over 33 million won-up to 70 million won = won) x 0.008], If the above amount is less than 660,000 won,
the tax credit ceiling shall be 660,000 won.

660,000 won - [(Gross wage & salary income - 70 million
+ Over 70 million won = won) x 1/2], If the above amount is less than 500,000 won,
the tax credit ceiling shall be 500,000 won.

2. Tax credit for children (Article 59-2, Income Tax Act)

A. For the children aged 7 and up(adoptees and foster children are included) of a resident
with global income who are subject to basic deduction, the following amount shall be
deducted from the calculated global income tax.

Number of children Amount of child tax credit
One = 150,000 won per year
Two 300,000 won per year
Three and above = 300,000 won per year + 300,000 each from the third child

* 3 children: 600,000 won, 4 children: 900,000 won, 5 children: 1,200,000 won

* Recipients of the child tax incentives cannot receive child tax credit.

B. Where there is a newborn child or adopted child subject to deduction, the following
amount is deducted from the calculated global income tax amount: 300,000 won for
the first child, 500,000 won for the second child and 700,000 won for the third child and up.
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IV. Tax Reduction or Exemption & Tax Credit

(

3. Tax credit for pension accounts (Article 59-3 of the Income Tax Act)

Among the amount that a resident with global income deposited in a pension account
[maximum amount of pension account deposit: 7 million won per year (Pension savings
accounts: 4 million won for persons with only wage & salary income with total wage &
salary of 120 million won or less or persons with global income of 100 million won or less,
and 3 million won for persons whose global salary income or global income is above the
aforementioned amounts)], 12% (15% in the case of gross wage & salary income of not more
than 55 million won) of the amount excluding the following amounts shall be deducted from
the global income tax amount of the taxable period.

(@ Tax-deferred income including retirement income from which income tax is not withheld
(@ Paid-in amount by transferring one pension account to another pension account

However, where the sum of tax credit for pension accounts exceeds the calculated global

income tax, the amount in excess shall be deemed as nil.

% Pension savings: Income deduction of pension savings under Article 86-2 of the Restriction of
Special Taxation Act (Up to 2012) — Deduction of pension premium under Article 51-3 of the
Income Tax Act (2013) — Tax credit for pension accounts under Article 59-3 of the Income Tax Act (2014
and after]

4. Tax credit for taxpayers' associations (Article 150 of the Income Tax Act)

Where a taxpayer's association organized by a person with the following wage & salary income
collects monthly income tax from association members, tax shall be collected pursuant to withholding

tax for monthly wage & salary income, after deducting 5% of the amount of income tax.

a. Wage & salary income received from a foreign organization or the UN forces stationed
in Korea (Except the U.S. army)

b. Wage & salary income received from a non-resident living in a foreign country or a
foreign corporation (excluding domestic branches or domestic places of business).
However, income appropriated as necessary expense or loss when calculating the
domestic-source income amount of a non-resident's domestic place of business and a
foreign corporation's domestic place of business shall be excluded.

Where year-end tax settlement is made, the amount calculated by deducting the amount
equivalent to 5% of the calculated global income tax on wage & salary income withheld by the
relevant taxpayers association shall be collected as tax.

% Where a taxpayer reports income not reported to the relevant taxpayers' association or wage &
salary income incurred before joining the association for year-end tax settlement and the
association withholds income tax, tax credit for taxpayers' association shall not apply.
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IV. Tax Reduction or Exemption & Tax Credit

5. Foreign tax credit (Article 57, Income Tax Act)

Where any foreign source income is included in a resident's global income, if he/she has
paid or is to pay foreign income tax on such foreign source income in a foreign country,
he/she may deduct the foreign income tax from the calculated global income tax amount
of the taxable period or include the amount of foreign income tax on the foreign source
income in necessary expenses in the calculation of income in the relevant taxable period.
However, foreign income tax on wage & salary income can be deducted only from the

calculated global income tax of the corresponding year.

(1) Scope of deductibility

Foreign source income means the taxable income calculated by Korea's Income Tax Act
which was accrued outside Korea. Tax paid in a foreign country for foreign wage & salary

income not taxed under the Income Tax Act shall not be subject to foreign tax credit.

The won-currency conversion of foreign tax paid or payable shall be based on the basic
rate or arbitrage rate under the Foreign Exchange Transaction Act at the time of paying the

foreign tax.

(2) Foreign income tax

Foreign income tax is the following tax (excluding penalty tax and additional charges)

imposed by a foreign government.

@ The amount of tax levied with an individual's income as the tax base, and surtax thereto
@ Other tax items similar to @ levied with the amount of revenue other than income and others
equivalent thereto as the tax base

However, tax credit on the tax amount paid to a foreign country that was not calculated
by classifying global income, retirement income and transfer income shall be calculated on
a proportional basis based on the global income amount, retirement income amount and

transfer income amount.
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IV. Tax Reduction or Exemption & Tax Credit

(3) Calculation of foreign tax credit

Foreign income tax shall be deducted from the calculated global income tax of the taxable

period, with the ceiling calculated by the following formula:

Tax credit Calculated wage & salary Foreign source wage & salary income
X

ceiling income tax amount Wage & salary income

Foreign source wage & salary income does not include non-taxable foreign source wage
& salary income, and the amount in excess of the tax credit ceiling can be carried over for

five years.

(4) Required documents

A person who wishes to receive tax credit for taxes that he/she paid in a foreign country
should submit an application for foreign tax credit (or inclusion in necessary expense) to the
head of the tax office having jurisdiction over the place of tax payment or withholding agent
when filing a finalized return of tax base or year-end tax settlement of the taxable period

to which the foreign source income belongs.

In cases where an application for foreign tax credit (or inclusion in necessary expense)
cannot be submitted with the finalized return of tax base due to a delay in the foreign
government's notification of assessment on income tax on foreign source income or difference
in taxable periods, the application can be submitted within three months of receiving such
notification. This shall also apply mutatis mutandis to cases where there are changes to the
amount of foreign income tax due to the foreign government's reassessment of the income

tax on foreign source income.
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3 | special Tax Credit

1. Summary of special tax credit

<Summary of special tax credit >

Tax Credit Tax Credit Items Tax Credit Ceiling Deduction Rate
. Coverage insurance such as life P o
Coverage insurance insurance, accident insurance, etc. 1 million won per year 12%
Insurance Premiums paid for a coverage
premium | Coverage insurance for the | insurance for the disabled of which a .
disabled disabled person is the insured or the 1 million won per year 15%
beneficiary
a. Self, the elderly aged 65 or| Medical expenses, expenses paid for
older, the handicapped, the purchase of medicinal products,
fertility treatment expenses, | eyeglasses [up to 500,000 won), etc.
persons eligible for special | Postpartum care center expenses (for .
calculation of health insurance|those with wage & salary income of up Thet ?rrlmunt m&echss of 3% of the ,
Medical premium to 70 million won, up to 2 million won otal wage & saiary income IS 15%
. = deductible. [Fertility treatment
expenses per birth) § ) a: No limit expenses: 20%)
ot pae Surgery and expenses fp | > U 0 T millon won 3 year
b. Other dependents the purchase of medicinal products
for the promotion of health shall be
excluded.
Tuition for graduate schools,
colleges, hour-based programs,
Self vocational training institutes, Full amount
redemption of tuition expense loans
etc.
Tuition for daycare centers,
kindergartens, sports education
Pre-school children facilities, meal expenses, after-school 3 million won per capita
program expenses (including |
expenses for purchasing books
Eg;cat\onat Tuition, admission fee, meal 15%
penses
expenses, textbook expenses,
. after-school program expenses
SC&EZT%ntﬁ{yhsscgﬁgé'{ ?tll?géits HSISHEH|(S 302Hd), school uniform 3 million won per capita
9 expenses [middle & high school
students, up to 500,000 won per
year)
College students Tuition, admission fee 9 million won per capita
Special education expenses for the
The handicapped handicapped Full amount
0-100,000
won 100/110
: . L Adjusted Wage & Salary income 15% for not
@ Political fund donation Donations to political parties <100% Over |over 30 mil
100,000 | won, 25%
won  |for over 30
mil. won
Contributions for national defense and (Adjusted Wage & Salary income
@ Statutory donation military appreciation -M)x100%
Donations :
@ Contributions to employee Owcnoe'}tsrgl;;tgosnszct‘gtfor:] eb?psoggisstnowho (Adjusted Wage & Salary income
> P0) S .
stock ownership association is not a member of the association @-@) x 30% @+@+@ :15%
[Adjusted Wage & Salary income (30% for ovelr 10 mil.
-M-?)- 0 ) 0
Religious Religious organizations registered with %Df%d%Lt:LD\?/ageT%e SLZT::; i?\fCIOIZT?e/D wen
Designated organizations the competent authorities -©-@-@); and amount paid to
donation non-religious organizations
Non-Religious [Designated social, welfare, culture & art| (Adjusted Wage & Salary income
organizations organizations -0-Q-Q ] x 30%

* Designated donations to non—religious organization for relevant year & carried forward
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1. Calculated Income Tax & Tax Payable/Refundable
2. Special Tax for Rural Development & Local Income Tax

3. Revised Return & Request for Correction
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Calculated Income Tax & Tax Payable/Refundable

\ &
M

1. Calculated income tax (Article 55, Income Tax Act)

Income tax on wage & salary income is calculated by multiplying the following basic tax
rate and the tax base (wage & salary income —income deductions).

<Basic Tax Rate>

Tax Base Tax Rate

12 million won or less 6%
Over 12 Zrzlllr:irl]li&or\]Nf(n not over 720,000 won + 15% of the amount exceeding 12 million won
Over 46 iggllr::)irfli(\:;wor\]/vjn not over 5,820,000 won + 24% of the amount exceeding 46 million won
Over 88 1n51[IJuIr(r)1ri]llivt\)lznwinn0t over 15,900,000 won + 35% of the amount exceeding 88 million won
Over 150 Tvglillll(i):n %N;:t over 300 37,600,000 won + 38% of the amount exceeding 150 million won
Over 30056?)|ur|12irl]liowrmor:/\/§(n not over 94,600,000 won + 40% of the amount exceeding 300 million won

Over 500 million won 174,600,000 won + 42% of the amount exceeding 500 million won

2. Tax payable/refundable

Every month, an employer (withholding agent) should withhold his/her employees' income
tax calculated by applying the simplified tax table or a flat tax rate and pay the withheld
amount to the competent district tax office. Also, the year-end tax settlement should be
completed when paying salary for February of the following year.

Where the withheld income tax amount (tax paid) is greater than the income tax amount
determined by year-end tax settlement (tax determined), the withholding agent should refund
the amount in excess to the employee. If the latter is greater than the former, the withholding

agent should additionally collect the amount in shortage from the employee and pay the
amount to the competent district tax office.
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Special Tax for Rural Development & Local Income Tax

1. Special tax for rural development (STRD)
(1) Taxpayer

rural development (STRD).

If a person is eligible for non-taxation, tax exemption and reduction, tax credit, or income
deduction under the Restriction of Special Taxation Act, he/she should pay special tax for

(2) Tax base and tax rate

The tax base of STRD is the amount of income tax exempted under the Restriction of

Special Taxation Act. Where income deduction is received, the tax base shall be the amount
of income tax reduced due to deduction. The tax rate of STRD is 20%.

(3) How to file and pay

STRD is filed and paid together with income tax.
2. Local income tax

(1) Taxpayer

Individuals liable to pay income tax

(2) Tax base and tax rate

Local income tax is a surtax on income tax. The tax base of local income tax is the
amount of income tax payable (including penalty taxes) and the tax rate is 10% of income
tax.

(3) How to file and pay

government separately from income tax.

Local income tax should be consolidated with global income tax and filed at the competent
district tax office, but since it is the local government’s tax, it should be paid to the local
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V. Others

3 / Revised Return & Request for Correction

1. Revised return (Article 45, Framework Act on National Taxes)

In the following cases, any person who submitted a return of tax base (e.g. income tax

return) within the statutory filing period may submit a revised return of tax base to the head

of the competent district tax office before the tax authorities correct and notify the tax base

and tax amount of the national tax under the regulations of each tax law.

a. Where the tax base and tax amount filed fall short of the tax base and tax amount that

should be filed under tax laws.

b. Where the amount of deficit and amount of refundable taxes filed exceed the amount

of deficit or the amount to be refunded under tax laws.

Where an employee discovers after year-end tax settlement that he/she had claimed a

greater amount of income deduction than actually allowed, he/she may file a revised return

within the statutory due date to reduce the burden of penalty taxes.

As for year-end tax settlement of income attributable to 2020, an employee may correct

the excessively deducted amount at the competent district tax office by May 31, 2021

without being charged with penalty tax for late payment or under-payment of tax.

Where a revised return is filed within the following periods, he/she can be exempted from

penalty tax for under-filing. However, penalty tax exemption may not apply to penalty tax for

late payment (including penalty tax for non-payment or under-payment of withholding taxes).

Revised return filing period Penalty tax exemption rate
Within 1 month of the legal due date for filing 90%
After 1 month and within 3 months 75%
After 3 months and within 6 months 50%
After 6 months and within 1 year 30%
After 1 year and within 1 year & é months 20%
After 1 year & 6 months and within 2 years 10%
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V. Others

2. Request for correction (Article 45-2, Framework Act on National Taxes)

Any person who has filed a return on tax base within the statutory due date of return may
request the head of a competent tax office within five years after the elapse of the statutory
due date of return to determine or correct the original tax base and the amount of taxes of
the national tax on which he/she has filed a return and a revised return in any of the
following cases. In this case, the head of the competent tax office who received a request
for determination or correction should notify the taxpayer of the results within two months

of receiving the request.

a. Where the declared tax base and tax amount exceed the tax base and tax amount to

be declared by tax laws.

b. Where the amount of deficit or refundable tax falls short of the amount of deficit or

refundable tax to be declared by tax laws.

Where a person only has wage and salary income in Korea and paid income tax for such
income through year-end tax settlement, the withholding agent or person liable to pay
withholding tax who paid income tax through year-end tax settlement or withholding at
source and submitted a statement of payment within the due date may request the
determination or correction of the declared tax base and tax amount within five years of the
due date for payment of the tax amount of year-end tax settlement or withheld tax amount

to the head of the competent tax office in the following cases:

a. Where the tax base and tax amount stated on the withholding receipt exceeds the tax

base and tax amount to be reported under relevant tax laws.

b. Where the amount of tax refundable stated on the withholding receipt falls short of the

refundable tax amount to be reported under relevant tax laws.
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V. Others

% Major types of fraudulent deductions in year-end tax settlement

® Deduction for dependents with income exceeding 1 million won

- Dependent family members whose total annual income including wage & salary income, capital gains,

business income and retirement income exceeds 1 million won are not entitled to basic deduction and

special

deduction.

* An employee who is a dependent family member whose total wage & salary income (excluding

non-taxable income) exceeds 5 million won is not entitled to basic deduction.

m Duplicate deduction for dependents and deduction for the deceased

- A dual-income couple both claim basic deduction for a child.

- Basic deduction for the same parents by siblings

- Basic deduction is claimed for a family member who is deceased or moved abroad.

m Excessive tax credit for educational expenses

- Deduction for a lineal descendant or sibling's educational expenses for a graduate school in Korea or

abroad

- Deduction of educational expenses including scholarships that are not subject to deduction

m Excessive tax credit for medical expenses

- Deduction of nursing care expenses

- Deduction of medical expenses paid with insurance payment from an insurance company (e.g., accident insurance)

- More than one person claims tax credit for their parents medical expenses (only one person supporting

his/her parents can claim credit

m Excessive deduction for credit card expenses

- Deduction of credit card expenses including the amount spent by dependent families (siblings) which

are excluded from deduction

- A dual-income couple both deducts the their children‘s credit card expenses, etc.

- Deduction of the amount spent during the period when labor was not provided

% Penalty taxes imposed on revised return

Filer

Applied to

Penalty taxes

Legal ground

Wage & salary
income earner

Wage & salary
income earner

Penalty taxes for under-reporting or excess tax Article 47-3 of the Framework Act

refund claims

on National Taxes

Penalty taxes for late payment

Article 47-4 of the Framework Act on
National Taxes

Withholding
agent

Wage & salary
income earner

Penalty taxes for under-reporting or excess tax |Article 47-3 of the Framework Act on

refund claims

National Taxes

Withholding agent

Penalty taxes for insincere payment of

withholding tax

Article 47-5 of the Framework Act on
National Taxes
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Examples of Income
Tax Calculation for 2020

20208 =5 ATFEL AL

ARl 1L ASZEXTC| ALK

ARl 2. ASZEXIC| HUFLK2)

Al 3. THFERQ| AT

Al 4. ASH HA(TUZH) CHER! HOR! ZALe] M
ARl 5. =27 ERte] HEFL

Case #1. A worker with wage & salary income from a single workplace (1)

Case #2. A worker with wage & salary income from a single workplace (2)

Case #3. A worker with wage & salary income from two or more work places

Case #4. A foreign teacher whose entire wage & salary income is subject to
income tax exemption

Case #5. Foreign engineers’ year-end tax settlement
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* 2) 720,000+[(16,850,000-12,000,000)x15%] = 1,447,500

Adam® 2020450 Golahl HAR Zrsigon chat 2ol Foig Wk,

= Qo] 2,500,000 7R R 2 € 100,000 BE)

Z}ZAR) © EQl(Adam, B 304, oPHA|(Wilkins, FF 60A]), oMU Mary, Tt 57A])
o Rage Bao] AFslil AAlm, 20208 E 5 Uss50,0009] £50] ik

AEH
- FAF  w750,000
- HolojgH] 1 w450,000

- @RS A

- EUAZFEI R ¢ 1,000,000

1 X4,000,000, ALTIE AR : 4,000,000

Adam® ZASA T T )R TS0 HANHEL AEE

A= 5 LHAFA

§X447,120(%37,260x12) (RIAEA] A12)

- FoliEsz

1 4ol AS3A
— A |
TIEE
AN IZH)
ZRASKRYTH
ZENeY
7 Ik Atey

RI2EAY

1) @ - @ = 150,000

@ (4,000,000(8F G5 ~

NZTIE S AlgEY

w 31,200,000
1,200,000

w 30,000,000

9,750,000

W 20,250,000

w

st

1,500,000 (1x1,500,000)

750,000

1,000,000

150,000 "
W 16,850,000
W 1,447,500

740,000
W 707,500

447,120(37,260x12)

w 260,380

= (4,000,000615%6) + {(30,000,000%25%) - 4,000,0001x30% = 1,650,000

* 3) 715,000+44,250 = 759,250(FHE 740,000)
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VI. Examples of Income Tax Calculation for 2020

Case 1. A worker with wage & salary income from a single workplace (1)

< Basic Information >

* Adam worked for a private English education institute in 2020 and received wage & salary income as follows:
He earned 2,500,000 won every month (not including owner driver subsidy of 100,000 won per month)

His family members are as follows: Adam (aged 30), Wilkins (Adam's father, aged 60), Mary (Adam's mother,
aged 57). His parents live in his home country and made gross income of US$ 50,000 in 2020.

* Breakdown of expenditures

- National pension contribution: 750,000 won

- Medical expenses: 450,000 won - National health insurance: 1,000,000 won

- Amount for which cash receipts were issued: 4,000,000 won; Credit card expenses: 4,000,000 won

Adam did not choose to apply the special taxation for foreign workers (19% flat tax rate) pursuant to the

Restriction of Special Taxation Act.
Tax withheld: 447,120 won (37,260 won x 12), (excluding local income tax)

< Calculation of Income Tax >

Annual wage & salary income W 31,200,000
Non-taxable income 1,200,000
Gross wage & salary income W 30,000,000
Deduction from wage & salary income 9,750,000
Adjusted wage & salary income w 20,250,000
Personal deduction
- Basic deduction (self) 1,500,000(1 x 1,500,000)
Pensijon premium deduction 750,000

Special income deduction

- Insurance premium 1,000,000
* National health insurance premium

Other income deductions

- Credit card expenses, etc. 150,000 "
Tax base w 16,850,000
Calculated income tax (basic tax rate) W 1,1.47,500*2]
Tax credit for wage & salary income 740,000
Tax determined w 707,500
Prepaid tax 447,120(37,260 x 12)
Tax due W 260,380

*1) O - @ = 150,000
@ (4,000,000 (Amount for which cash receipts were issued) x 30%) + (4,000,000 (Credit card expenses) x
15%) = 1,800,000
2 Credit card expenses (4,000,000) < Gross wage & salary income x 25% (30,000,000 x 25%) < Credit
card expenses, etc. (8,000,000)
= (4,000,000 x 15%) + {(30,000,000 x 25%) - 4,000,000} x 30% = 1,650,000
*2) 720,000 + [(16,850,000 — 12,000,000) x 15%] = 1,447,500
* 3) 715,000 + 44,250 = 759,250 (ceiling: 740,000)
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* Jamesi= 20209 k0] ABCHOTStA} FRA NS Wil AR LRSI
= Y] 3,000,000l HA HAFHOZ AF7E 500,000
« 7NEAR - Rl(ames, B 404, F1(Mary, B 35A), OFS(Brian, T 7Al), b A|(Wilkins, T 71)
= James®} 19| 7IHEL 3 AT glom 7EELS BE Az £A5FH0] w1,000,000 wlEkel Z]RF Al Fof
7ol gt
- Azl
- AEEF : ¥1,100,000
- RIS %1,200,000
- A RGH] 1 W4,800,000(FU WL T A FE)
- 9 R A %2660

( LB Lt )

iazAs W 36,000,000
H|TIMAS 90
S0l W 36,000,000""
FRASTR| 10,650,000
aEASTH W 25,350,000
QIEZT|
- 71=2Zx| 6,000,000 (4x1,500,000)
- F7IZR(G=LLH) 1,000,000 (1x1,000,000)
a2 x| 1,200,000
EHASZIA| 0
NS W 17,150,000
ASAH(7 [2MIE) W 1,492,500
ZEASHHTH| 716,000 2
KM [HS 150,000
SIS
- BN =H3E 120,000 (12%)
— w2 450,000 (15%)
ZEAH W 56,500
7[RI 320,280(26,690x12)
RIZZISAIY W 263,780

1) SHloA] EA] BAEAoR AHF w500,000 HITA] 50 FPEHA .
v 2) TRASTA | ol s
*3) B HEYR AENe] FARIEE %1,000,0009.

* 4) 2T WLH] FABHELE %3,000,0009).
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VI. Examples of Income Tax Calculation for 2020

Case 2. A worker with wage & salary income from a single workplace (2)

< Basic Information >

» James worked as an instructor in 2020 under a labor contract with a private English education institute.
He earned 3,000,000 won every month (including 500,000 won offered by the institute to pay monthly rent).

* His family members are as follows: James (aged 40), Mary (his wife, aged 35), Brian (his son, aged 7), Wilkins

(his father, aged 71). James and his family members live together and all his family members have annual income

of less than 1,000,000 won, and are therefore eligible for basic deduction.

* Expenditure details

- Life insurance premium: 1,100,000 won
- National pension premium: 1,200,000 won

- Child education expenses: 4,800,000 won (paid to domestic education institute)

* Amount of tax withheld: 26,690 won every month

< Calculation of Income Tax >

Annual wage & salary income
Non-taxable income
Gross wage & salary income

Deduction from wage & salary income

Adjusted wage & salary income
Personal deduction
- Basic deduction

- Additional deduction [the elderly)

Pension premium deduction
Special income deduction
Tax base

Computed tax amount (basic tax rate)
Tax credit for wage & salary income

Child tax credit
Special tax credit

— Coverage insurance premium

— Educational expense
Tax determined

Prepaid tax
Tax due

w 36,000,000

0

W 36,000,000""
10,650,000

W 25,350,000

6,000,000(4 x 1,500,000)
1,000,000(1 x 1,000,000)
1,200,000
0
W 17,150,000
W 1,492,500
716,000?
150,000

120,000 (12%)
450,000 ™ (15%)
W 56,500
320,280(26,690 x 12)
W 263,780

* 1) The 500,000 won offered by the institute for payment of monthly rent does not fall under non-taxable income.

* 2) Tax credit ceiling for wage & salary income

* 3) The deduction ceiling for coverage insurance premium is 1,000,000 won.

* 4) The deduction ceiling for elementary school child educational expense is 3,000,000 won.
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= =21

3) w4
o & A FEAS 351,000,000
- o] : 40,000,000
- AFod  %10,000,000
- 40 11,000,000
- A7 E 2 3%100,000
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o Fof Aol BlIAI Y F2AS S
4) AEHY
o 201 ¢ %1,500,000
o« HEg®
- IEAZRF R  w900,000
- AR E W600,000, AEHESF 500,000

]
- Hol welu] 9 oBE] ¢ 2,000,000

- ojufu] welu] 9 o] : ¥2,500,000
- AEEAE PATAuIEITL) + 500,000

o TW-SH|
- 258k M) ¢ %%4,800,000
- ==k dH] 500,000

o 7| (Z 501" FLE ) ¢ %S500,000

(<)

o AGTIE AR %17,000,000(AFAIE ARER, 0T o] 81 ¢l2)
[e]
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VI. Examples of Income Tax Calculation for 2020

Case 3. A worker with wage & salary income from two or more workplaces

< Basic Information >
1) Taxpayer & place of work
* Taxpayer: John P.
* Place of work: ABC Co.
2) Taxpayer's family
* John has a wife, two children (aged 13 and 7) and a mother (aged 75).
(All his family members have annual income of less than 1,000,000 won, and are therefore dependent family
members eligible for basic deduction.)
3) Breakdown of wage & salary income
* Wage & salary income from the current place of work: 51,000,000 won
- Salary: 40,000,000 won
- Bonus: 10,000,000 won
- Allowance: 1,000,000 won
- Owner driver subsidy: 100,000 won
* Wage & salary income from previous workplace (Woori co.): 15,000,000 won
* Prepaid tax (tax determined from previous workplace & pre-paid tax from the current workplace): 4,000,000
won (excluding local income tax)
* John has no non-taxable wage & salary income for the relevant tax year.
4) Breakdown of expenditures
* National pension premium: 1,500,000 won
* Insurance premium
- National health insurance premium: 900,000 won
- Life insurance premium 600,000 won
- Auto insurance premium: 500,000 won
* Medical expenses
- Hospital and medicine expenses for wife: 2,000,000 won
- Hospital and medicine expenses for mother: 2,500,000 won
- Purchase of a pair of glasses for mother: 500,000 won
* Education expenses
- Kindergarten tuition: 4,800,000 won
- Middle-school tuition: 500,000 won

* Donation to fund for supporting flood victims: 500,000 won
* Credit card expenses: 17,000,000 won (none spent in a traditional market or on public transportation)

* Amount for which cash receipts were issued: 2,800,000 won (none spent in a traditional market or on public

transportation)
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0 71EAE
cziaEAS W 66,100,000
HITAS oy
S0 W 66,000,000
DRASTH| 13,050,000
az A=zl W 52,950,000
oIzt
== 7,500,000 (5x1,500,000)
_ =yEH| 1,000,000
e | 1,500,000
SHASIH|
-
o ZOIAZESIZ 900,000
JHfo| ASTE|
- ARIIE S AR 915,000?
TMEE W 41,135,000
AEMRH(T I2MIR) W 5,090,250
TRASHHZH 660,000
RHAMIHBH 300,000
SR
— w3z 120,000
— oz 453,000°
— oS 525,000
== 75,000
ZEMY W 2,957,250
7|k |ot 4,000,000
RRZESAIRY W 21,062,750

of| &gt Fe]THA|
AAMN = 66,100,000 X 19% = 12,559,000

* 1) 7220 (%1,000,000)
*2) O - @ = 915,000

@ (17,000,000 X 15%) + (¥2,800,000 X 300) = ¥3,390,000

@ Z2Folx 25% < ARTIE ARG (3¥17,000,000)

= (66,000,000 X 25%)X15% = 2,475,000

* 3) O] =B 2| ZM(%S,000,000)-FT] N 306(3% X 66,000,000 = %1,980,000) = %3,020,000x15%
* 4) {2 QH] %4,800,000(3%3,000,0009 FH=E) + 8kl SH] 500,000 = ¥3,500,000X15%

o
e}
2 1o
=
12 o
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VI. Examples of Income Tax Calculation for 2020

< Calculation of Income Tax >

) Basic Tax Rate

Annual wage & salary income W 66,100,000
Non-taxable income 100,000
Gross wage & salary income W 66,000,000
Deduction of wage & salary income 13,050,000
Adjusted wage & salary income W 52,950,000

Personal deduction

- Basic deduction 7,500,000(5 x 1,500,000)

— Additional deduction ’I,UOO,UOO”
Pension premium deduction 1,500,000
Special income deduction
— Insurance premium
» National health insurance premium 900,000
Other income deductions
— Credit card expenses, etc. 915,0007]
Tax base W 41,135,000
Computed tax amount (basic tax rate) W 5,090,250
Tax credit for wage & salary income 660,000
Child tax credit 300,000
Special tax credit
— Insurance premium 120,000
- Medical expense 453,000
- Education expense 525,000
- Donation 75,000
Tax determined W 2,957,250
Prepaid tax 4,000,000
Tax due w 21,042,750

) Separate taxation with 19% flat tax rate
Tax determined = 66,100,000 x 19% = 12,559,000 won
* 1) Deduction for the elderly (1,000,000 won)
*2) D - @ = 915,000 won
@ (17,000,000 won x 15%) + (2,800,000 won x 30%) = 3,390,000 won
@ Gross wage & salary income x 25% < Credit card expenses (17,000,000 won)
= (66,000,000 won x 25%) x 15% = 2,475,000 won
* 3) Medical expenses (5,000,000 won) - 3% of gross wage & salary income (3% % 66,000,000 won = 1,980,000 won)
3,020,000 won x 15%
* 4) Kindergarten tuition [4,800,000 won (ceiling: 3,000,000 won)] + Middle-school tuition (500,000 won)

3,500,000 won x 15%
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o 7}EAR} ¢ Eol(Yuchan, Tt 35A)), H-<Q1(Jane, Bt 37A4))
(Pele Azt 2RaET] w1000 000015f0]] 712 A

- U1l 2,500,000
- AZEFZ 1,500,000

* ST BpA| A= v SE A
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ZeRASER|
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* 1) 13,560,000%85,250,000+85,250,000

| 132 |
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olE Wit

Roprizolrh)

Wi W 9t gl

W 100,000,000

0

W 100,000,000

14,750,000

W 85,250,000
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W 13,560,000
13,560,000""
0
W 0
0
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Case 4. A foreign teacher whose entire wage & salary income is subject to

income tax exemption

< Basic Information >
* Yuchan worked for ABC University and earned 100,000,000 won in 2020.
= Annual wage & salary income: 100,000,000 won

* His family members are as follows: Yuchan (aged 35), Jane (wife, aged 37)
(His wife is subject to basic deduction with adjusted wage & salary income of 1,000,000 won or less for the

relevant tax year)
Breakdown of expenditure
National pension premium: 2,500,000 won

National health insurance premium: 1,500,000 won
Yuchan has no non-taxable wage & salary income for the relevant tax year.
He was a resident of the U.S. before entering Korea and was hired as a professor of ABC University under a

one-year employment contract.

< Calculation of Income Tax >

Annual wage & salary income
Non-taxable income
Gross wage & salary income
Deduction from wage & salary income
Adjusted wage & salary income
Personal deduction
- Basic deduction

W 100,000,000
0

W 100,000,000
14,750,000

w 85,250,000

3,000,000(2 = 1,500,000)

Pension premium deduction 2,500,000
Special income deduction
- National health insurance premium 1,500,000
Other deductions
Tax base W 78,250,000
Computed tax amount (basic tax rate) W 13,560,000
Tax exemption (under tax treaty, for teachers) 13,560,000 "
Tax credit for wage & salary income 0
Tax determined W 0
Prepaid tax 0
Tax due W 0

* 1) 13,560,000 x 85,250,000 + 85,250,000
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Yuan 20200 (FHABCOIA] L8l om theat o] FolE Wkth

= Lol 1 W25,000,000(8]| THAAS G

Yuan 2019 % 119 1€ YAletG o] ZAEHARR ] o2 f=l7|extdd
AR ¢ Eel(Yuan, TF 404D, H-<1(Amy, Tt 38A)), OF&(Charlie, T+ 7A)

(9] 71FEL BE A7t A5F9o] w1,000,000013181 7] AT =)
A&

- UAF 7,300,000, FUAZEFR ¢ %5,000,000

- A8 ARRFN ¢ w80,000,000(AEAI ARRE, EFIE o8 9l

Al 7R A R EEA] A2 ¢ w6,130,820(7F] A 3E)

SIHFAF L )

o 71EAE
HRITRAS ¥ 300,000,000
HlZHIAS S
ES=To L] W 300,000,000
SzasTy 18,750,000
ZEASFH W 281,250,000
QIEiZx
- 7123 4,500,000 (3x1,500,000)
HZES2 | 7,300,000
SeAsTH|
- ZoiAZIESE 5,000,000
J4te] A=
- NBTlE 5 A3 750,000™"
pES ¥ 263,700,000
ARSMH(7 2MIE) W 80,806,000
HtZIBH(ES, otzolytexh 33,669,166
RHAMHZH 150,000
TRASHUTH| SUE
ZEAY W 46,486,834
7 Ao 73,569,840 (6,130,820x12)
ALY W 27,083,006

* 1) {(80,000,000x15%) - {(%:300,000,000x25%)x15%}

* 2) {80,806,000x[281,250,000%(250,000,000(1-108541)-+-300,000,000)--281,250,000} X 50%

O TAAEo] o7t EEjatA|
ZAAAIN = 300,000,000 X 19% = 57,000,000
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VI. Examples of Income Tax Calculation for 2020

Case 5. A foreign engineer’s year-end tax settlement

< Basic Information >

* Yuan worked for ABC Co. in 2020 and received monthly salary of 25,000,000 won every month (no non-taxable income).

* Yuan started at the company on Nov. 1, 2019 and qualifies as a foreign engineer under the Restriction of Special
Taxation Act.

* His family members are as follows: Yuan (aged 40), Amy (wife, aged 38), Charlie (son, aged 7)
(All his family members have annual income of not more than 1,000,000 won, and are therefore eligible for basic
deduction).

.

Breakdown of expenditure

- National pension premium: 7,300,000 won

- National health insurance premium: 5,000,000 won

- Credit card expenses for the relevant year: 80,000,000 won (none spent in a traditional market or on public
transportation)

Monthly prepaid tax amount (excluding local income tax): 6,130,820 won/month based on the simplified tax

withholding table

< Calculation of Income Tax >
© Basic Tax Rate

Annual wage & salary income

300,000,000
Non-taxable income w

0

Gross wage & salary income VT

) ) W 300,000,000
Deduction from wage & salary income

18,750,000

Adjusted wage & salary income

. W 281,250,000
Personal deduction

- Basic deducti
asic deducion 4,500,000(3 x 1,500,000
Pension premium deduction

o ) 7,300,000
Special income deduction
— National health insurance premium
) 5,000,000
Other deductions
- Credit card expenses, etc. )
750,000

Tax base
Computed tax amount (basic tax rate)
Tax exemption for foreign engineers (under the

W 263,700,000
W 80,806,000
33,669,166

Restriction of Special Taxation Act)

. . 150,000
Child tax credit
o e 1 & calary | 500,000
ax creal or wage salal Income
d v W 46,486,834

Tax determined
ax determine 73,569,840(6,130,820 x 12)

W __ 227,083,006

Prepaid tax
Tax due

* 1) {(80,000,000 x 15%) - {(300,000,000 x 25%) x 15%}
* 2) 80,806,000 x [281,250,000 x (250,000,000 (salary from Jan. to Oct.) = 300,000,000)] = 281,250,000} x 50%
= 33,669,166

© Separate taxation with 19% flat tax rate
Tax determined: 300,000,000 x 19% = 57,000,000 won
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Year-end Tax Settlement of

Religious Workers™ Income
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1. What is Religious Workers’ Income?
2. Religion-Related Worker, Religious Organization

3. Year-end Tax Settlement of Religious Workers’ Income (Other Income)
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What is Religious Workers’ Income?
%///////%

1. Definition (Article 21, Income Tax Act)

Religious workers’ income means income that a religion-related worker (hereafter

“religious worker”) receives from a religious organization he/she belongs to in relation to the

execution of a religious rite or any other activity as a religious worker.

2. Taxable income

Taxable income includes monthly or regular allowances paid by a religious worker’s
religious organization in relation to religious activities, such as living expenses, bonuses and
incentives. In principle, taxable income is the amount calculated by subtracting non-taxable

income from the income paid to a religious worker by a religious organization.

O Taxable income includes a fixed amount or an expense to be paid by a religious worker

that is paid by his/her religious organization (e.g., utility bills, medical expenses,
insurance premium, moving expenses).

O Notwithstanding the title and form of the item paid, whether or not an income
constitutes taxable income should be decided based on whether the expense concerned

is for religious activities or not and whether the right of disposal belongs to the
religious worker himself/herself.
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VIL Year-end Tax Settlement of Religious Workers’ Income

3. Non-taxable income

(1) School expenses
Entrance fee, tuition expenses, and other regular school payments paid to a school or
facility under any one of the following that a religious worker attends for education and

training related to an activity as a religious worker of his/her religious organization.

(D Schools as prescribed by Article 2 of the Elementary and Secondary Education Act
(2 Schools as prescribed by Article 2 of the Higher Education Act

(® Lifelong education institutions as prescribed by Chapter 5 of the Lifelong Education Act

O Children’s school expenses
Tip Unlike school expenses for the religious worker himself/herself, school expenses of religious
workers” children are not subject to non-taxation, and tax credit is granted when the

expenses are filed as wage & salary income.

(2] Meal or meal expenses
(D Meals or other foods provided to a religious worker by his/her religious organization

(2 Meals worth 100,000 won or less per month provided by a religious organization to

a religious worker who does not receive meals or other foods defined in @O
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VI Year-end Tax Settlement of Religious Workers' Income

(3] Payment as compensation for actual expenses

(D Compensation for daytime duty or nighttime duty, or other similar compensations

(2 Payment for travel expenses as compensation for actual expenses
In this case, the expenses refer to the travel amount up to 200,000 won per month
received by a religious organization based on the organization’s payment standards as
prescribed by the organization’s rules, etc., instead of the actual travel expenses
incurred by the religious worker himself/herself by driving his/her own vehicle for an

activity as a religious worker of the religious organization.
(® Religious activity expenses

O The money and goods to be used for religious activities provided to a religious worker
based on his/her religious organization‘s rules or the criteria decided and approved by
the organization‘s decision-making body
- Even when a religious worker‘s income is filed as wage & salary income, religious

activity expenses shall be classified as non-taxable income.

O For religious activity expenses - which are paid to religious workers to be used for
religious activities — to be recognized as non-taxable expenses, all of the following

requirements should be met.

+ The relevant religious organization's rules or the organization’s decision-making body's approval, etc.
are required.

- The payment should be made based on the approved payment criteria.

- The payment should be made for purposes that are for religious activities.

@ The amount paid to a religious worker due to force majeure or other disasters
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VIL Year-end Tax Settlement of Religious Workers’ Income

(4] Childbirth and childcare related expenses

The amount not exceeding 100,000 won per month paid by a religious organization for
the childbirth of a religious worker or his spouse or childcare for a child aged six or younger

(based on the first day of the relevant taxable period).

(5] Profit from the provision of company housing

Such profit refers to profit that a religious worker gets from the provision of company
housing. In this case, the company housing should be one that is owned by a religious
organization and provided to a religious worker for free or at a low cost, or one that is
directly leased by a religious organization and provided for free to a religious worker.
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VIL Year-end Tax Settlement of Religious Workers’ Income

¢
o
e

2 Religion-Related Worker, Religious Organization
%////////2 g ' g g

A

1. Religion-related worker

Religion-related workers are classified based on the Korea Standard Classification of
Occupations publicly announced by the Commissioner of Statistics Korea in accordance with
Article 22 of the Statistics Act (Article 21, Income Tax Act).

Classification Work

Religion-related worker Engages in religious work or preaches the teaching of a specific religion

1 Explains and preaches religious doctrines and executes religious
- Clergy .
ceremonies

- Other religion-related . . . . -
2 Assists the clergy and carries out various religious activities
workers

* 1) Pastors, priests, Buddhist monks, Won Buddhist monks, other clergymen
2) Nuns, monks, preachers, other religious workers

** Reference : Statistics classification portal of Statistics Korea (kssc.kostat.go.kr:8443/)

2. Religious organizations

Religious organizations refers to groups that fall under any one of the following that were
established for the preaching of religion and edification. Religious organizations shall include

the subordinate groups of such groups, and refers to the group that the relevant religious
worker belongs to.

A. Non-profit making juristic person established under the Civil Act (Article 32)
Non-profit making juristic person established under the permission of the Minister of
Culture, Sports and Tourism or the head of a local autonomous body for the preaching

of a religion or edification (including its subordinate organizations).

B. Organization deemed a juristic person based on the Framework Act on National Taxes
(Article 13)

C. An organization to which a registration number is assigned in accordance with the
Registration of Real Estate Act (Article 49 (1) 3)
Referring to religious organizations to which a registration number is assigned by the
land cadastre division of the relevant Si/Gun/Gu office (including its subordinate
organizations) when acquiring and registering real estate.
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Year-end Tax Settlement on Religious Workers’ Income (Other Income)

1. Taxation system for religious workers’ income

Religious workers’ income (other
income)
(Taxation system for religious workers’
income applies)

Wage & salary income
(Taxation system for wage & salary
income applies)

Taxable
income

Income that a religious worker received
from a religious organization in relation
to religious activities

Income that a religious worker received
from a religious organization in relation
to religious activities

Non-taxable

School expenses, meal, meal expenses,
compensation for actual expenses
(including religious activity expenses),

Non-taxable income-related
regulations on wage & salary income

income o . . shall appl
childbirth and childcare expenses, gains . PPY
L . (Virtually the same)
from provision of company housing, etc.
Amopr‘m received by Nesssary epams Gross x‘vage & salary Wage & ;salary income
religious worker income deduction amount
Not over 20 mil, won 80% Not over 5 mil. won 70% of the gross wage
- & salary income
. 16 mil. won+ - - -
Over 20 mil, won and . ) Over 5 mil, won and not 3.5 mil, won+40% of the
Necessary . 50% of the amount over . .
not over 40 mil, won 20 mil. won over 15 mil, won amount over 5 mil, won
expense or - - Over 15 mil, won and not|7.5 mil, won+15% of the
wage & Over 40 mil. won and 26 mil. won+ over 45 mil, won amount over 15 mil, won
- )0, £ P
Sa[ary not over 60 mil, won 30% of the .‘1moum over Over 45 mil, won and not| 12 mil, won+5% of the
: 40 mil. won s P 5 mil Wi
. over 100 mil, won amount over 45 mil, won
income ) -
. 32 mil, won+ 14,75 mil, won+2% of
deduction Over 60 mil, won 20% of the amount over Over 100 mil, won the amount over 100 mil,
60 mil. won won
Example] If income is 50 mil. won, 29 mil. Example) If gross wage & salary income is
won is recognized as necessary 50 mil. won, the income deduction
expense. amount is 12.25 mil. won.
. . . . (Same as left]+Special income
Basic deduction, additional deduction, . . P .
S . . deduction (health insurance premium,
pension insurance premium deduction, . o
Income I~ . etc.), deduction for deposits in a
. contribution to a small and medium . )
deduction . . savings account for housing purchase,
business start-up investment fund, etc., . . .
. . deduction for credit card spending,
personal pension savings . .
deduction for long-term fund savings
(Same as left, standard tax credit of
Child tax credit, tax credit for donations, 130,000 won)+tax credit for monthly
Tax credit foreign tax credit, pension account tax rent, medical expenses, education
credit, standard tax credit (70,000 won) expenses, insurance premium, wage &
salary income
Working tax
credit, child Eligible Eligible
tax credit
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VIL Year-end Tax Settlement of Religious Workers’ Income

O Religious workers can file and pay tax by choosing between religious workers’ income

(other income) or wage & salary income.

O Religious organizations should withhold taxes on a monthly or semi-annual basis for
religious workers® income (or wage & salary income) paid to its religious workers and
file year-end tax settlement by the last day of February of the following year. If a
religious organization does not withhold taxes (or file year-end tax settlement), the
organization‘s religious workers should file a finalized return of global income tax by

May 31 of the following year.

O Religious organizations should submit a statement of payment by March 10 of the
following year, regardless of whether it withheld taxes or filed year-end tax settlement

(religious activity expenses paid to religious workers are also subject to reporting).
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VIL Year-end Tax Settlement of Religious Workers’ Income

2. Comparison of taxation system for religious workers’ income and wage & salary

income
Religious workers W 2 ey
Taxation system income income
(Other income)
) ) Gross wage &
Total income (excluding non-taxable income) Total income
salary income
Necessary Wage &
salary income
Necessary expenses expenses
(20-80%) deduction
[2-70%)
Income amount
Basic (self, spouse, dependent family: 1.5 mil. won per person) o o]
Personal
Additional (1 mil. won for the elderly, 2 mil. won for the disabled) o o
Public pension premium including national pension insurance premium (full amount] o 0
Health insurance, employment insurance premium (full amount) X 0
Special
Income Housing funds (limit of 3-18 mil. won) X X
deduction
Income deduction on credit card expenses, etc. X (o}
Restriction Long-term fund savings X 0
of Special
Taxation Act Contributions to a start-up investment fund, etc. o o
Personal pension savings o o
Tax base
(x) Tax rate (6-42%)
Calculated tax amount
Wage & salary income [ceiling: 500,000-740,000 won) X o)
Foreign tax credit [ceiling: overseas source income ratio) o o
Child (150,000 won for 1 child, 300,000 won for 2 children, 600,000 won for 3 children) ¢} o}
Pension account (12%, 4 mil. won [retirement pension ceiling: 7 mil. won)) 0 0
Insurance premium (12%, ceiling of 1 mil. won) X o
Tax credit Medical expenses (15%, ceiling of 7 mil. won) x o
Special
Education expenses (15%, ceiling of 3 mil. won (9 mil. won for university) X o
Donations (100/110, 15%, 25%, 30% depending on amount) 0 0
Standard tax credit (Wage & salary income: For those who have not claimed special o (130,000
; o (70,000 won)
income deduction, tax credit) won)
Restriction of Political fund donations, etc. ¢} o}
Special Taxation Act
Tax determined
Subtraction of pre-paid tax amount
Tax amount to be paid (or refunded)
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VIL Year-end Tax Settlement of Religious Workers’ Income

3. Year-end tax settlement of religious workers’ income

A religious organization applies income deduction and tax credit to the income tax

withheld according to the simplified tax table when paying religious workers’ income.

4. Time of year-end tax settlement

@ In general
Year-end tax settlement is done in February of the year following the relevant taxable
period. For example, for religious workers’ income paid and withheld from January to
December, 2020, year-end tax settlement should be done by February 2021.

(2 Exceptional cases (where a religious worker retires)
Where a religious worker retires mid-year, year-end tax settlement should be done
when paying the wage & salary of the retiring month and the withholding tax receipt

should be presented.

5. Documents to be submitted for year-end tax settlement

(D Documents to be submitted by religious organizations
= Application for religious worker's year-end tax settlement should be submitted by Dec. 31, 2020.

Where a religious organization plans to do year-end tax settlement of a religious
worker’s income, an application for religious worker’s year-end tax settlement should
be submitted to the head of the tax office having jurisdiction over the place of business

by the last day of the taxable period.

Where a religious organization does not plan to do year-end tax settlement of a
religious worker’s income, it should submit a waiver of year-end tax settlement of a
religious worker’s income to the head of the tax office having jurisdiction over the
place of business until the last day of the relevant taxable period.

% Even when a waiver is submitted, year-end tax settlement of general administrative workers’

wage & salary income is required.
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VIL Year-end Tax Settlement of Religious Workers’ Income

(@ Documents to be submitted by religious workers
Religious workers should submit an income deduction and tax credit report and

supporting documents for year-end tax settlement to their religious organization.

{ Income deduction, tax credit items for year-end tax settlement for religious workers’ income )

Classification Deduction items

Pension insurance | Pension insurance premium [(contributions or personal payments according to
premium deduction public pension related laws)

Donation (carried forward), personal pension savings (joined on or before 2000},

Income deduction . . . . .
contribution to small and medium-sized start-up investment association, etc.

Tax credit Pension account, donation, foreign tax credit

6. Deductions and credits for year-end tax settlement of religious worker’s income

(D Personal deduction (2) Pension insurance premium deduction (3) Personal pension
savings income deduction @ Income deduction such as contributions to a small and
medium-sized start-up investment association, etc. (3 Child tax credit (® Tax credit for

pension account savings (7) Tax credit for donations (8) Foreign tax credit

7. Year-end tax settlement and submission of statement of payment

O What is a statement of payment?
A document on income statement of each religious worker that a religious organization
that paid income to religious workers submits to the jurisdictional tax office once a

year (by Mar. 10 of the following year).

O It should be noted that the format of the statement of payment differs depending on
the type of income of religious workers (other income, business income) and whether

year-end tax settlement was done or not.

Other income Wage & salary
Classification Where year-end tax Where year-end tax settlement income (year-end
settlement was done was not done tax settlement]
Stat t of t f
Format of a.e'men ° pay',“.e” " Statement of payment of other Statement of
religious workers’ income .
statement of income payment of wage
(For year-end tax .
payment (Annual statement) & salary income

settlement)
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VI Year-end Tax Settlement of Religious Workers' Income

O Among non-taxable items, expenses for religious activity are subject to reporting.
- If such expenses are paid to the religious worker himself/herself to be spent on
religious activities in accordance with the payment criteria of the religious organization,

a report must be filed.
* Where expenses for religious activities are paid and managed by the religious organization
instead of the religious worker, submission is not required.

8. Benefits for submitting a statement of payment

O The following are benefits that a religious worker can receive by submitting a statement

of payment.

* To receive working income tax credit and child tax credit, submission of a statement of payment (wage
& salary income or other income) is required and legal requirements such as household, income, and

assets should be met.
* To receive benefits from social insurance such as national pension, a statement of payment should be

submitted.
* When making financial transactions such as taking out loans, the financial institute may request the

submission of a statement of payment.
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VIL FAQ / Q&A

When should a worker taking a leave of absence file year-end tax settlement?

For workers on a leave of absence, the year-end tax settlement is to be filed at the
time of payment of salary for February, just like continuing employees.

How do | claim a refund when | am eligible for a tax refund?

If you are eligible for a refund, you can receive a refund through your employer (place
of work), and there is no need to undergo a separate procedure.

| have income generated both in and outside Korea. Do | need to report income earned from
another country when filing year-end tax settlement in Korea?

Yes. If you are not a short-term foreign resident of Korea (i.e., a foreign resident who
has resided for a total of five years or less for the past 10 years), you should report
all wage and salary income earned for the relevant year. However, you are entitled to
foreign tax credit for taxes paid overseas.

| want to know the outcome of my year-end tax settlement. What should | do?

You can check the outcome of your year-end tax settlement as follows:

You can ask your withholding agent (place of work) for a receipt for wage and salary
income tax withholding. The withholding agent should issue a receipt for wage and
salary income tax withholding to income earners by the end of February of the
following year. The receipt contains a detailed statement of the income amount,
calculated tax amount and determined tax amount of the relevant year.

If your withholding agent submits the statement on wage and salary income payment
to the NTS by the 10th day of March the following year, you can check the statement
on wage and salary income payment via the Hometax website starting from May the
following year.

* Hometax service is available in Korean only.

Which type of income is remuneration for giving lectures?

Remuneration for giving lectures under an employment contract is considered wage and
salary income. If the remuneration is a one-off payment for one or two lectures, it is
classified as other income. On the other hand, if the lecturer is a freelancer and he/she
receives remuneration for repeated lectures, it falls under business income.
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VIL FAQ / Q&A

Can | claim basic deduction for my parents whom | do not live with?

Yes, as long as your parents meet the income and age requirement, and if you actually
support them and none of your siblings claimed basic deduction for them.

If 1 was employed during the tax year, can | claim basic deduction, additional deduction,
deduction for credit card expenses, etc.? If yes, do | have to calculate on a monthly basis?

No. Even if you were employed for just a few months of the year, you can receive income
deduction for the annual amount. However, certain special deductions (e.g., insurance
premium deduction, medical expense deduction, education expense deduction) and deductions
for credit card expenses apply only to residents with wage and salary income, so only the
amount spent during the employed period can be deducted.

| paid my life insurance premium for December 2019 in January 2020. In this case, does the
insurance premium deduction apply to the amount of income for the year 2019 or the year 2020?

Insurance premium can be deducted from the amount of income generated in the year
in which the premium was paid. In this regard, if insurance premium for December
2019 was paid in January 2020, the premium should be deducted from income of 2020.

Can | claim tax credit for medical expenses paid to a foreign hospital?

No. Only the amount paid to a hospital in Korea is eligible for tax credit

Even if | only have medical expenses for myself, does my medical expense have to exceed
3% of the gross wage & salary income to be eligible for tax credit for medical expense?

Yes, only the amount in excess of 3% of your gross wage & salary income is eligible
for tax credit. Even if you only have medical expenses for yourself, you cannot receive
tax credit if the medical expenses do not exceed 3% of your gross wage & salary
income.
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VIL FAQ / Q&A

On the simplified year-end tax settlement service system provided by the NTS, the amount of
medical expense eligible for tax credit is less than the actual amount of medical expense that
| have spent. If | were to receive tax credit for the other medical expenses, what do | do?

If the medical expense eligible for tax credit does not cover all of your medical
expenses, write down the missing expenses in the specification of payment of medical
expenses and submit it with documentary evidence issued by a hospital or pharmacy
to receive tax credit.

Are donations that | made to a charitable organization in another country eligible for tax
credit?

Tax credit for donations is permitted as long as the charitable organization is registered
in Korea or meets other requirements stipulated in relevant Korean laws.

Can | get deductions for the amount | spent overseas with my credit card?

No. The amount spent overseas is non-deductible.

| was employed in August this year and have since been paid salary. | also have income from
working for a TV news program. If this is the case, do | have to file global income in the
following year in addition to filing a year-end tax settlement at the end of this year?

You are deemed a resident if you have a job that implies that you will stay in Korea
for one year or longer. If you are a resident, you should file taxes on income incurred
both in Korea and abroad. In this regard, if you only have domestic income and no
overseas source income, you can only file taxes on domestic income. If you are a wage
& salary income earner with only wage & salary income, your tax filing liabilities will
be fulfilled through year-end tax settlement. However, since you have income from
occasionally doing work for a TV news channel (other income - 80% of the income
is recognized as necessary expense) in addition to wage and salary income, you need
to file global income for the two types of income at your district tax office by the
end of May of the following year.
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VIL FAQ / Q&A

Can a foreigner employed in Korea receive tax credit for education expenses (education
expenses for an overseas institution) for his/her child studying in his/her home country?

Education expenses paid to an overseas education institute are eligible for tax credit
only when it is paid by a resident who has Korean nationality as of the last day of
the relevant taxable period.

If 1 pay my medical expenses with credit card, do tax credit for medical expenses and income
deduction for credit card expenses both apply?

Yes, if you pay for your medical expenses with credit card or with cash (cash receipt
required), you are entitled to tax credit for medical expenses and income deduction for credit
card expenses.

If | have a divorce or if my spouse dies during the relevant taxable period, am | entitled to
income deduction for single parent?

If you are divorced and you do not have a spouse entitled to basic deduction as of
the end of the year of the divorce and you have a child entitled to basic deduction
(aged 20 or younger), you can receive income deduction. If your spouse died during
the relevant taxable period but you claimed basic deduction for the spouse in the
year-end tax settlement, you are not entitled to income deduction for single parents.

| quit my job during the taxable year and would like to claim the refundable amount of tax.
However, the company keeps on delaying the refund. In this case, can | get the refund from
a district tax office instead of through the company?

The tax refundable from year-end tax settlement should be paid to the employee by
the withholding agent.

< Tax refund process >

< (Adjustment/refund) or

District tax Withholding | <= (Additional payment)
office <= (Claim refund) agent = (Refund)

= (Refund)

Employee

If the withholding agent does not pay the refundable wage & salary income tax
calculated through year-end tax settlement, the employee will have a right of claim
against the withholding agent and can claim the refund in the same way as claiming
overdue wage. In regard to salary, severance pay and dismissal, contact the consulting
center (Z®1350) of the Ministry of Employment and Labor.
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VIL FAQ / Q&A

A religious organization paid a religious worker annual income of not over 3 million won.
Since other income of not over 3 million won is subject to separate taxation, is year-end tax
settlement or filing of global income tax return required?

If the amount of income (religious workers' income excluding necessary expenses) is
not over 3 million won and taxes were withheld, a finalized return of global income
tax does not have to be filed due to selective separate taxation. Year-end tax settlement
is also optional.

If withholding taxes are filed and a religious worker individually files global income tax return,
is it not necessary to submit a statement of payment?

If a religious organization pays income to a religious worker, a statement of payment
should be submitted by March 10 the following year regardless of whether withholding
taxes were filed or year-end tax settlement was conducted.

If there is no income attributable to a religious worker, is it okay not to submit a statement of
payment?

If there are no payments to a religious worker, there are no filing obligations in
relation to taxation of religious workers’ income.

For a religious activity expense to be recognized as non-taxable income, what requirements
must be fulfilled?

(D A resolution or approval by a religious organization’s regulations or resolution body
is required. @ The expense has to be paid according to pre-approved payment
standards. (3 The expense has to be paid for purposes related to religious activities.

A statement of payment of religious activity expenses (non-taxable income) paid to a
religious worker by a religious organization should be submitted. In which part of the
statement should such expenses be stated?

Where year-end tax settlement was not done, enter in (7) @D ‘Non-taxable income’
boxes in ‘Statement of Payment of Other Income’ (attached form no. 23 (4) of the
Enforcement Rules of the Income Tax Act), and where year-end tax settlement was
done, enter in @© ‘Non-taxable income’ in ‘Statement of Payment of Religious
Workers’ Income’ (attached form no. 23 (6) of the Enforcement Rules of the Income
Tax Act).
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IX. Tax Forms

= Enforcement Rules of the Income Tax Act [Form 24(1)] <Revised on Mar. 13. 2020>

& JAE
G;‘ -
=
=]
=]

@
=
=
(Page 1 of 3)

Ref.
no.

o Receipt for Wage & Salary
Income Tax Withholding

o Statement of Wage & Salary
Income Payment

(oFor Employee

oFor Employer

oFor issuer to

summit to tax office)

Residency Resident 1/ Non-Resident 2
State of
Residency Country Code
Nationality Citizen 1 / Foreigner 9
Flat Tax Rate for Foreign Yes 1/ No 2
Employee
Employee Dispatched from Foreign Yes 1/ No 2
Company
Religion-related worker Yes 1/ No 2

Nationality

Nationality Code

Household Head/Member

Head 1, Member 2

Year-end Tax Settlement

Employed 1, Retired 2

Withholding agent

@® Company name

@ Representative (Name)

@ Business reg. no.

@ Resident reg. no.

@-1 Per-business unit taxable entrepreneur Yes 1/ No 2 (3-2 Secondary place of business [serial no.)
® Address
® Name ‘(7) Resident (alien) reg. no.‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘
Income earner
® Address
Principal Secondary Secondary -
Classificati . 16-1 T ti Total
assification (Current) (Previous) (Previous) 16-1 Taxpayer association ot

spiom jo 2de1d A BWI0dUI JO JUBWIBIEIS

@ Company name

@ Business reg. no.

@ Length of service

® Tax reduction/exemption period

® Salary

@ Bonus

@® Constructive bonus

@®-1 Profit from exercise of stock options

®-2 Employee stock ownership association
withdrawals

®-3 Amount exceeding the ceiling of an
executive's retirement income

@®-4 Compensation for employee invention

@ Total
(@ Overseas work allowance MOX
= | 1®-1 Night shift allowance 00X
%)
z (-2 Childbirth/childcare allowance Qox
g g (13-4 Research subsidy HoX
$o (B
ERE]
25 |B-6
32 [
&0 |®-au
3 -
s (9 Training subsidies Y22
@ -
2 |2 Sum of non-taxable income
@2)-1Sum of tax-exempt income
50
Classification @ Income tax @ Local income tax 80 Special tax for
= rural development
@ @ Tax determined
T
E
2 @ Secondary Business
=% Prepaid | (previous) workplace reg. no.
o tax
&
g @ Principal (current) workplace
3
§ @ Tax subject to special treatment in payment

@ Taxes due (@

| hereby certify that the above withholding amount (wage & salary income) was duly collected (paid).

Year, month and date:

Withholding (reporting) agent
To the Head of O O District Tax Office

(Signature or seal)

NATIONAL TAX SERVICE
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@
=
IX. Tax Forms %= .
(Page 2 of 8)
@D Gross salary (16; annual wage & salary income where a flat tax rate applies) @ Global income tax base
20 Wage & salary income deduction 9 Tax calculated
@) Wage & salary income amount 3 &) Under the Income Tax Act
g
g 5
P I 5D Under the Restriction of Special Taxation Act
Basic @ Employee g, (excluding 52)
degﬁcn @ Spouse % % | @ Under Article 30 of the Restriction of Special Taxation Act
2 Dependent families [  persons) 13 53 Under tax treaties
@) The elderly [ persons) E & Total
Additio
nalll @ The disabled (  persons) 55 Wage & salary income
degﬁd' @ Woman Basic deduction [ persons)
3 Single-parent family
- (5 Child tax credit
> Eligible amount New born/adopted child [ persons)
> 3D National pension insurance premium -
2 Deductible amount
S
= il Eligible amount
E @ ;’::;\Ifmofﬁc\als - Eligible amount
3 Deductible amount 50 Deduction for scientists &
3 @ Eligible amount engineers
T Pubic | ® Military pension Tax credit amount
3 pension Deductible amount
€ insurance " Eligible amount s
3 premium | © Pension for private 9 ER Eligible amount
o deduction school teachers & staff | peguctible amount S | ® Retirement pension under the
2 . Act on the Guarantee of
% @ Special post Eligible amount 8 Workers' Retirement Benefits Tax credit amount
El offices pension Deductible amount 5
@ National  health  insurance | Eligible amount
@ fincluging long-term care Eligible amount
@ & insurance for senior citizens] | Deductible amount
9 Insurance 59 Pension savings
g premium Empl Eligible amount
= - Tax credit amount
3 insurance Deductible amount
i @ The amount of Loans from financial Eligible amount
z repaid principal institutions 9
5 and interest for Coverage
2 housing rental )
El loans Loans from individuals ® Insurance Tax credit amount
Less than 15 yrs Coverage Eligible amount
Loans insurance for
borrowed 15-29 yrs the disabled Tax credit amount
® | upto 2011
ke 3 30 yrs or longer Eligible amount
B z
& 8 Fixed interest rate or @ Medical expenses
o g | borrowed in|  non-deferred repayment Tax credit amount
g a or after loan
2 @ s 2012
> Housing | & (15 years Other loans s Eligible amount
funds S | or longer) * .
é{ Fixed interest rate g 6 Educational expenses
3 & non-deferred = Tax credit amount
g repayment loan
E | Loans | 19", Fixed interest rate
3 | borrowed in y or non-deferred v 100,000 Eligible amount
5 or after repayment loan 2 won or less
E 2015 & @
@ Other loans @ Political Tax credit amount
10-15 | Fixed interest rate N fund
"2 | or non-deferred 3 donation Over Eligible amount
v repayment loan 2 100,000
- won
@ Donations (carried forward) Tax credit amount
@ Total ® Eligible amount
' | ® Statutory donation
) Deducted income amount g Tax credit amount
3
)
(® Personal pension savings S | © Donations to employes Eligible amount
stock ownership
¢
(3 Deposits made in a mutual aid fund for small enterprises and small associations Tax credit amount
entrepreneurs
@ Deposits in savings account for housing @ Designated donations Eligible amount
purchase lexcl. religious organizations|
Tax credit amount
@ Income deduction for
2 e for housing ® Deposits in collective savings account © pesignated donations Eligible amount
z purchase for housing subscription religious org. )
o Tax credit amount
2 - .
I3 © Deposits in savings account for workers’ & Total
s, housing purchase
g
@ | @ Investment in investment funds, etc. ( Standard tax credit
@ Credit card expenses, etc. 6 Tax credit for payment of tax by taxpayer association
@ Contributions to employee stock ownership association 6 Tax credit on mortgage interest
@ SMEs maintaining their employment level 6 Foreign tax credit
@ Long-term collective investment securities savings _ Eligible amount
@ Monthly rent
B : Tax credit amount
@ Sum of other income deductions -
@ Total
@ Tax determined (49-64-0)

@ Amount exceeding composite ceiling on income deduction

8D Effective tax rate (7/2D)
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IX. Tax Forms

(Page 3 of 8)
(@ Statement of income deduction & tax credit [In personal deduction items, mark the relevant item with “0" [if you or your dependants are disabled, write down
the relevant code). In each income deduction and tax credit item, write down the amount you actually spent.]
Personal deduction items Income deduction & tax credit items
. . . New
Relationship Basic The . .
Name ) born Insurance premium Medical expenses Education expenses
code deduction | elderly
Jadopted
>
@
®©
8 &
29
29 3
=] m S § §
I 3 [«] N
& T S =) < EN
) = 2 g ) o> = < .
a o 2 = 3 o Coverage s 5 Special
Citizen / Resident g @ z Q 5 z I} e insurance Infertility | 5 & z education
A 3 o =2 e El 5 2 = General 78 = General
Foreigner | (alien) reg. no. E & o = 2 5 2 for the treatment | 5 & ) for the
5
g | = 3 2 S | disabled 28 | 8 disabled
= 3 3 E o ]
o K 2 3 1
o ™ o o
3 °5 | 3
- 5 c
s> | 3
3.9
H
33
3
@
No. of persons eligible NIS data total
for personal deduction
(No. of children: ) Other data total
0 o NTS data
(Myself) ‘ Other data
NTS data
- ‘ Other data
NTS data
- Other data
NTS data
- ‘ Other data
Income deduction & tax credit items
Deduction for credit card expenses, etc.
Classification Purchase of b_°°k5’ Donations
performance tickets
(only for those with Amount spent in Amount spent on
Credit card Debit card etc. Cash receipt . public
gross wage & salary traditional markets .
" transportation
of 70 mil. won or
less)
NTS data total
Other data total
NTS data
Other data
NTS data
Other data
NTS data
Other data
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IX. Tax Forms

(Page 4 of 8)

Instructions

This form is also used when a tax association under Article 149 Subparagraph 1 of the Income Tax Act files year-end tax setlement for wage
& s
actual work place in (9 Company name and (@ Business reg. no, However, if the company does not have a business registration number, fill in

ary income prescribed in Article 127 (1) 4 of the Income Tax Act. In this case, enter the name and business registration number of the

the business registration number of the taxpayer association,

o

o~

~

. Write down ‘State of Residency’ and ‘Country Code’ only if the wage & salary income earner is a non-resident. Use the

abbreviated name of the country and country code designated by the International Organization for Standardization (I1SO).
[ You can check the ISO country code on: NTS website—Resources—Additional Info.— ISO country code).
e.g., Republic of Korea: KR, United States: US

. If the wage & salary income earner is a foreigner, choose “Foreigner 9" in the Citizen/Foreigner box and write down the

abbreviated ISO country name and country code in “Nationality” and “Nationality Code”. If the wage & salary income
earner submitted an application for flat tax rate application, choose "Yes 1" in "Flat Tax Rate for Foreign Employee”.
Also, where a wage & salary income earner is a religion-related worker, select “Yes 1" in the “Religion-related worker”

box.

. Where a withholding agent is a per-business unit taxable entrepreneur under the Value Added Tax Act, choose 'Yes 1

in @-1 and fill in the serial number of the income earner’s secondary place of business in @-2.

. A withholding agent must submit a statement of payment by March 10 of the year following the year to which the date

of payment belongs (If a business has suspended or closed down, by the last day of two months after the month in

which the date of suspension or closure of business belongs).

In " 1. Statement of income by place of work”, write down the amount excluding non-taxable income by each item. In
"II. Statement of non-taxable income & tax-exempt income”, write down the non-taxable income and tax-exempt
income subject to statement of payment. (If there are too many items to write down, fill in @ Sum of non-taxable
income and @-1 Sum of tax-exempt income in |I. Statement of non-taxable income & tax-exempt income and write

down II. Non-taxable income on a separate piece of paper.

. When filing year-end tax settlement by adding the wage & salary income prescribed by Article 127 (1) 4 of the Income

Tax Act and other wage & salary income, fill in the taxpayer association in "(6-1 Taxpayer association” and wage &
salary income under Article 127 (1) 4 of the Income Tax Act, and enter the amount of tax credit for payment of tax by
taxpayer association in "66 Tax credit for payment of tax by taxpayer association”. Where a company files year-end tax
settlement due to merger or change of form of company, etc., write down the income from the pre-merger company or
company before change in the "Secondary (Previous]” box in “"Statement of income by place of work". Also, if an
employee transferred from a branch within the same company with a different business registration number, write down
the income incurred from the previous branch in the “Secondary (Previous)” box in "Statement of income by place of

work”.

2D Gross salary: If a foreign worker chooses to apply a flat tax rate pursuant to Article 18-2 (2) of the Restriction of
Special Taxation Act, enter the sum of "1® Total” and the non-taxable income amount. In this case, the regulations on

non-taxation, deduction, reduction/exemption and tax credit related to income tax shall not apply.

. In “Special deduction(83-89)" and “Other deduction(@-@)", fill in the amount of deduction on the Report of Wage & Salary

Income Earner’s Income Deduction & Tax Credit (attached form no, 37) (Calculate the global income tax base and tax amount by

applying income deduction in the order set in the form.,).

In “Pension account (60-69)" and "Special tax credit (60-69)°, enter the amount of the deductible amount and tax credit amount

on Report of Wage & Salary Income Earner's Income Deduction & Tax Credit (attached form no, 37).
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IX. Tax Forms

Instructions

15.

) Amount exceedlng composite ceiling on income deduction” only when the sum of the following exceeds 25 million won: ) Housing funds (@+
Deposns made in a mutual aid fund for small enterprises and small entrepreneurs, @) Income deduction for savings for housing purchase (@+®+
, @ Investment in investment funds (excluding Articles 16 (1) 3 and 4 of the Restriction of Special Taxation Act), @ Credit card expenses, etc., @
Contrlbutlons to employee stock ownership association, @ Long-term collective investment securities savings.

. In “@ Global income tax base”, fill in the amount calculated by subtracting “@ Sum of other income deductions” from “G) Deducted income amount” and

adding “@ Amount exceeding composite ceiling on income deduction”.

. In “@ Tax subject to special treatment in payment”, where an executive or employee of a venture business files an application for special treatment in

payment with the withholding agent with respect to the gains accruing upon exercising his/her stock option according to Article 16-2 (1) of the Restriction
of Special Taxation Act, write down the amount calculated by subtracting the amount of tax determined calculated by excluding the profit from exercise
of stock option among the wage & salary income of the taxable period from the amount of tax determined for the taxable year.

In “Pre-paid tax”, if the employee is a dispatched worker belonging to a foreign company, fill in the amount of income tax for each worker's wage &
salary income that was actually withheld. However, if it is difficult to identify the amount of tax withheld for each dispatched worker, write down the
amount calculated by multiplying the amount of tax withheld on the amount paid by the domestic company to the dispatching foreign company (17% on
or before Jun. 30, 2018 and 19% on or after Jul. 1, 2018) with the ratio of each dispatched worker's amount of tax determined to the total amount of tax
determined of all dispatched workers.

. In this form, round down the numbers after the decimal point. If the amount in @ is subject to non-collection of small tax amount [i.e., the amount less

than 1,000 won), write down the tax amount as 0.
Fill out @ Statement of income deduction & tax credit as follows:

a. Relationship Code

I Relationship Relationship Relationship
Classification code Category code Category code
The relevant income S -
carner 0 Income earner’s lineal ascendant 1 Spouse's lineal ascendant 2
Article 50 (1) 3 Article 50 (1) 3
(Articte 50 (1) 1) (Article 50 (1) 3 (a)) (Article 50 (1) 3 (a))
Income earner's spouse Income earner’s lineal descendant Lineal descendants
{Article 50 (1) ’;] 3 (children, adoptees) 4 (excluding code 4) 5*
(Article 50 (1) 3 (b)) (Article 50 (1) 3 (b))
P ligible f t
Income earner’s sibling . ers(;::cij;?;gecozre:jsl:]ance 7 Foster child 8
Article 50 (1) 3 Article 50 (1) 3
(Article 50 (1) 3 (c)) {Article 50 (1) 3 (d) (Article 50 (1) 3 (e])

* If a lineal descendant and his/her spouse are both disabled, include the spouse but exclude code 4.
x The relationship codes 4-6 include the respective relationships of the income earner and his/her spouse.
% The Articles above refer to the Income Tax Act.

=

Citizen/Foreigner: Citizen =1, Foreigner =9

Personal deduction items: Where there are applicable personal deduction items, mark the relevant box with "O",

NTS data: Where using the data provided on the NTS Hometax (www.hometax.go.kr] website, write down the amount subject to income deduction and
tax credit in each item.

Other data : Where using documentary evidence other than the ones provided by the NTS. (e.g., In the case of the cost of corrective eyewear, enter the

amount in “Others” under “Medical expenses”)
f. Income deduction & tax credit items: Enter the actual amount spent under the relevant income deduction and tax credit item. (Write down the actual

amount spent, not the income deduction and tax credit amount for each box.)

g. Medical expenses (general, infertility treatment, aged 65 or older, the disabled, persons eligible for special calculation of national health insurance
premium): Enter the total amount of medical expenses spent during the taxable period. (Under ‘Indemnity insurance premium’, enter the amount of
indemnity insurance premium paid by the insurance company from the taxable period.)

an

o

16. Where the relevant wage & salary income earner deducted or credited the amount of monthly rent or amount of repayment of principal and interest of

housing rental loan, the relevant statement should be submitted with the statement of wage & salary income payment to the head of the competent
district tax office.

17. If the relevant wage & salary income earner deducted savings for housing purchase or long-term collective investment securities savings or credited

retirement pension, pension savings or donations, the relevant statement (statement of donations in attached form no. 45 in the case where donations are
credited) should be submitted with the statement of wage & salary income payment to the head of the competent district tax office.

18. In loans of 15-29 yrs and loans of 30 yrs or longer under @ Housing funds, include the cases under Article 112 (1) 5 of the Enforcement Decree of the Income

Tax Act

19. When filling out @ Statement of income deduction & tax credit, write down the following code on the applicable item under personal deduction if you or

your dependents are disabled.

Classification Code
A disabled person as prescribed by the Act on Welfare of Persons with Disabilities 1
A wounded and disabled person who does not have the ability to work as prescribed by the
Act on the Honorable Treatment of and Support for Persons, etc. of Distinguished Service to 2
the State
A severely ill patient who needs continuous treatment 3

20. In ‘Amount spent in traditional markets’ and ‘Amount spent on public transportation’, write down the sum of the payments made by credit cards, cash (for

which cash receipts were issued), debit cards and prepaid cards, etc.

21. The amount of books and performance tickets purchased applies only to workers with gross wage & salary income of 70 million won or less. If such

amount also falls under the amount spent in traditional markets, deduction shall apply as amount spent in traditional markets.

22. The amount of books and performance tickets purchased by a worker whose gross wage & salary income is over 70 million won shall be included in

credit card expenses, cash receipt, debit card, etc. for income deduction.

210mmx297mm{#AX| 80g/mi{HEHRE]]
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IX. Tax Forms

(Page 1 of 8)

Report of Income Deduction & Tax Credit/ Report of Income Deduction & Tax Credit from Wage & Salary Income

(For the Year-end Tax Settlement of Income for the Year )

% The wage & salary income earner should attach documentary evidence of income deduction and tax credit to this form and submit them to the withholding agent (one's

company, etc.) and the withholding agent should check the form and attached documents and calculate income tax and then immediatel{ issue a wage
withholding receipt to the“income earner. If tax is to be refunded, the withholding agent should pay the amount of tax refundable

& salary income
to the income earner.

Name of income earner Resident (alien) reg. no. -
Place of work Business reg. no. - -
Household head/member Head o Member o Nationality (Nationality code: )
Length of service ~ Tax redu;téf;:’:)/gxemption -
Residency Resident o Non-resident o State of residence ( State code: )
Change of pﬁresrggal deduction  game as last year o Changed o Payment in installments Yes o No o
Tax withholding ratio 120% o 100% o 80% o %
Personal deduction items Income deduction & tax credit items
RSLHSL%QShip Name Basic deduction elg;?ly l;lg\év&zg;/ Insurance premium Medical expenses Education expenses
Citizen/ Resident sinal Classification |Z= | 22 |29 |2x22 |9 |3 > 233 | o =42,
itizen, esiden ingle | ., - Sg | SE |53 |8553 |3 |2 e |Ss3 s $5E5R
Foreigner (alien] reg. no. Woran pargnt Disabled | Child 25|25 |22 |g832 |2 |2 = g% g s F5Es
No. of persons eligible NTS data total
» for personal deduction Other data
oy (No. of children: total
@
3 0 o NTS data
3
o (Myrself) ‘ Other data
°
] NTS data
g
3 - ‘ Other data
o
2 NTS data
§
g - [ Other data
S
Income deduction, tax credit items
Credit card expenses, etc.
Pur}chase of b_oiks,
Classification erformance tickets | Amount spent i Donations
et Credit card Debit card, etc. Cash receipt only for those with in (radi(ignal Amoutnt spent on public !

gross wage & salary
income of 70 million
won or less)

markets

ransportation

NTS data total

}IpaJd Xe} R UoIdNPap WodUl

Other data
total

NTS data

Other data

NTS data

Other data

Instructions

1. In ‘Change of personal deduction items’, check the applicable item. (If the personal deduction items are the same as that of the previous year, do not submit a copy of resident register.)

2. Relationship code

(Article 50 (1) 1, Income Tax Act)

Relationship Relationship Relationship
Category code Category code Category code
Income earner 0 Income earner’s lineal ascendant T Spouse'’s lineal ascendant 2

(Article 50(1) 3 (al, Income Tax Act)

(Article 50 (1) 3 (a], Income Tax Act)

Spouse
(Article 50 (1) 2, Income Tax Act]

Income earner’s lineal descendant
3 (children, adopted children) 4
(Article 50 (1) 3 (b], Income Tax Act)

Spouse’s lineal descendant
(Excluding code 4) 5*
(Article 50 (1) 3 [b), Income Tax Act]

Sibling
(Article 50 (1) 3 (c), Income Tax Act)

Persons eligible for assistance [excl. codes 1-6)

{Article 50 (1] 3 (d), Income Tax Act] 7

6

Foster child

(Article 50 (1) 3 [e), Income Tax Act) 8

*If a lineal descendant and his/her spouse are handicapped, code 5 refers to the spouse. Codes 4-6 include the respective relationships with both the income earner and

3. Age criteria
- The elderly: Born on/before Dec. 31,(

). (Aged 70 or older: Deduction of 1,000,000 won)

4. Check “Woman” if you are a woman and satisfy both of the following conditions:
a. The amount of global income added when calculating the global income tax base for the relevant taxable period is 30 million won or less.
b. You are a woman with no spouse and the head of a household with dependent families as prescribed by Article 50 (1) 3 of the Income Tax Act, or are a woman with a spouse.

his/her spouse.

5. If you or your dependent is disabled, please enter the relevant code.

A disabled person prescribed by the Act on Welfare of

Classification Persons with Disabilities

A wounded and disabled person who does not have the ability to work
as prescribed by the Act on the Honorable Treatment of and
Support for Persons, etc. of Distinguished Service to the State

A severely ill patient who needs

continued treatment

Code 1

2

3

6. Citizen/Foreigner: Citizen=1, Foreigner=9. If a religious worker is a foreigner, write down his/her nationality and refer to the state code for the nationality code.

7. Citizen/Foreigner :

Citizen=1, Foreigner=9. If a wage & salary income earner is a foreigner, write down his/her nationality and refer to the state code for the nationality code.
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IX. Tax Forms = .
(Page 2 of 8)

Classification

Statement of expenditure

Classification

Amount

Ceiling

Deduction amount

Secondary (previous)

Insurance premium

Total amount

Amount spent with
credit card, etc.

@ Debit cards, prepaid cards

Amount spent

@ Cash receipt

Amount spent

@ Amount spent on books and performance tickets
(for taxpayers with gross wage & salary income of
70 mil. won or less)

Amount spent

® Amount spent in traditional markets

Amount spent

® Amount spent on public transportation

Amount spent

Subtotal (D+2+3+@+6+6)

Contributions to employee stock ownership association

Contributions

= National pension workplace
s Pension premium premium Principal [present) | | ; Total
23 (National pension, workplace nsurance premium otal amount
23S |Public officials pension, -
5 it N Secondary (previous) | . Total t
23 military pension, workplace nsurance premium otal amoun
= g pension for teachers | Qther public pension premium —
= and staff, etc.) Principal (present) Insurance premium Total amount
3 workplace P
X . Secondary (previous) .
National health insurance workplace Insurance premium Total amount
(Including long-term care Principal | 4
insurance) rincipa’ tpresen Insurance premium Total amount
workplace
Insurance premium Secondary (previous) Insurance premium Total amount
. workplace
Employment insurance —
Principal (present) .
Insurance premium Total amount
workplace
Loans from institutions
Housing rental loans - _Rgpaymer_\t of Refer to instructions
Loans from residents principal & interest
Less than 15 yrs
Borrowed 15-29 yrs
_ in/before 2011 b
= 30 yrs or longer
1%}
B _ Borrowed Fixed interest rate or
5 infafter 2012 | non-geferred repayment loan
- (15 yrs or
§ more) Other loans
% Fixed interest
& Housing Long- rate,
g funds term non-deferred Repayment of Refer to instructions
2 mortgag repayment loan interest
El e loan Over 15 e
Fixed interest
yrs
rate or
. Borrowed non-deferred
in/after 2015 repayment loan
Other loans
Fixed interest
rate or
10-15yrs | on-deferred
repayment loan
Statutory donations Donations carried over
Designated donations (non-religious organizations) | Donations carried over
(carried over] Designated donations (religious organizations) Donations carried over
Donations carried over (total)
o
Individual pension savings (opened in/before 2000) Deposit 7205$D?h:?1r;poo;if0/o
Deposits made in a mutual aid fund for small enterprises and small Deposit
entrepreneurs P
Savings account for housing purchase Deposit
Savings for housing Worker's housing purchase savings Deposit
purchase Collective savings account for housing subscription Deposit
Total deductions for housing purchase savings
o . . Associations, etc. Amount of
Contributions, investments in 2017 contributions,
Ventures, etc. investment
= Associ Amount of
o P ssociations, etc.
% . Contributions .to. Contributions, investments in 2018 contributions,
5 |nvestmemtassoc|at|on, Ventures, etc. investment
5 etc.
8 Associations, etc. Amount of
3 Contributions, investments in 2019 contributions,
o Ventures, etc. investment
@
g Subtotal
§' @ Credit cards Amount spent
@

SMEs r

Amount of wage cut

their employment level

Long-term collective investment securities

Payment
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IX. Tax Forms

(Page 3 of 8)

Classification

Statement of tax exemption & tax credit

Tax reduction/

Purpose of entry

o Inter-government agreement o Technology introduction contract

o Exemption under Restriction of Special Taxation Act o Exemption under tax treaty

Foreign

Date of entering into a technology introduction
contract or date of first providing labor

exemption

Date of expiration of

worker

Tax reduction on wage & salary income of foreign workers

Date of receipt

Date of submission

Tax reduction on wage & salary income under a tax treaty

Date of receipt

Date of submission

exemption
Tax reduction for performance-based wages of
achievement-sharing SMEs Starting date End date
Tax reduction for performance compensation fund for core
personnel of SMEs Starting date End date
Tax_reduction for employees in SMEs Date of L Exemption expiration date
Tax
Type of tax credit Details Ceiling Amount eligible for | oy Tax credit
tax credit ratio amount
Scientists & Engineers’ Mutual Aid Association Deposits
b Retirement pension under the Act on the Denosits Refer to 1
ension Guarantee of Employees’ Retirement benefits P instructions o
account or 15%
Pension savings Deposits
Subtotal
| Coverage insurance Insurance premium 1 mil. won 12%
nsurance Coverage insurance for the disabled Insurance premium 1 mil. won 15%
premium
Total insurance premium
Yourself, the elderly aged 65 or more,
= the disabled, persons eligible for special Expenditure 15%
- calculation of health insurance premium Refer to
=4 Medical 9
= Infertility treatment Expenditure instructions 20%
g EXPENSES [ other persons eligible for tax credit Expenditure 159%
2 Indemnity insurance premium Receipt :
E]
z Total medical expenses
3 Yourself Fees (including Total amount
= graduate schools)
El Kindergarten tuition,
@ Pre-school children [ persons] private education 3 mil. won/person
2 s A institute 15%
=3 pecial tax | Education Elementary, secondary, high school °
@ credit expenses Fees 3 mil. won/person
=3 Tax credit students [ persons)
Undergraduate students [(excl. graduate
Fees 9 mil. won/person
schools)  persons)
The disabled [ persons) Special education fee Total amount
Total education expenses
Political [ Up to 100,000 won Donation amount 100/110
donations [ Above 100,000 won Donation amount
Statutory donations Donation amount
Cunlmbutmnsh to emptcytee stock Contribution amount Refer to .
Donations ownership assocation instructions 15%
Designated donations (excl. religious Donat t or 25%
or | onation amoun or 30%
Des\gnateﬁ donations [religious Donation amount
Total donations
Foreign source income
Tax paid (foreign currency)
Tax paid (won currency) -
Foreign tax credit Country Date of payment
Date of submission of Overseas place of work
application
Service period Position
Housing mortgage interest tax credit Interest payment 30%
Monthly rent Expenditures 10% or 20%

| file this report in accordance with Article 140 of the Income Tax Act, and certify that | have examined this report and prepared it accurately to the best of my knowledge.

Year, month & date

Filed by:

(Signature)

VI Additional

documents for submission

1. Did you submit an application for flat tax application for foreign workers?

Yes o No o

2. Details of

Name of secondary
[previous) workplace

Gross wage & salary
of secondary (previous)
workplace

Did you submit the receipt of wage & salary income tax

secondary [previous)
workplace

Business reg. no.

Tax determined from
the secondary
[previous) workplace

from the secondary [previous) workplace?
Yes o No O

3. Did you submit a statement of income deduction & tax credit for pensions & savings?
Yes o

No o

% If you applied for income deduction or

tax credit of pension accounts and housing purchase savings, etc., you

should submit the relevant statement.

4, Did you submit a statement of income deduction & tax credit for monthly rent and

repayment of principal and interest for housing mortgage from residents?

Yes o

No o

% If you applied for income deduction &
housing mortgage from

tax credit for monthly rent and repayment of principal and interest for
individuals, you should submit the relevant statement.

5. Other documents

@ Statement of medical expenses| ) @

Statement of donations [ ) @ Other documentary evidence for income
deduction & tax credit [ )

5. Other documents

(@ Statement of medical expenses [ ) @ Statement of donations [ ) @ Other documentary evidence for income deduction & tax credit [ ]

Note

1. If a wage & salary income earner did not report his/her wage & salary income from the secondary [previous) workplace to the withholding agent, the income earner himself/herself should file global

income tax. If not, he/she is subject to penalty tax, etc.
2. The filer does not have to fill out the pension premium, national health insurance premium, employment insurance premium, etc. of the current workplace.
3. If this form is submitted to the withholding agent by the wage & salary income earner, the ‘Deduction amount’ boxes do not have to be filled.
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IX. Tax Forms = .
(Page 7 of 8)

Statement of Income Deduction & Tax Credit for Pension, Savings,

etc.

@ Company name

(@ Business reg. no

@ Name

@ Resident  (alien)

no.

reg.

1. Personal
information

® Address

(Tel. :

® Address of place

of business

(Tel. :

2. Tax credit for pel

nsion accounts

1) Retirement pensi

on accounts

* Fill out the information on your retirement pension account.

Classification of
retirement pension

Financial institution, etc.

Account number (or policy
number)

Deposit amount

Tax credit amount

2) Pension savings

accounts

* Fill out the information on your pension savings account.

Classification of
pension savings

Financial institution, etc.

Account number (or policy
number)

Deposit amount

Income deduction & tax credit
amount

3. Income deduction for housing purchase savings
* Fill out the information on income deduction

for housing purchase savings.

Classification of
savings

Financial institution, etc.

Account number (or policy
number)

Deposit amount

Income deduction amount

4. Income deduction for long-term collective investment security savings
tion for long-term collective investment security savings.

* Fill out the information on the income deduc

Financial

| institutions, etc.

Account number

Deposit amount

Income deduction amount

5. Income deduction for contributions to a small and medium business start-up investment fund

* Fill out the statement of income deduction for contributions to a small and medium business start-up investment fund.

Invested year

Classification of
investment

Name of fund (company) or

trust

Account number (or policy

number)

Contribution amount

Instructions

1. Income earners receiving tax credit for pension account savings and income deduction for housing purchase savings, long-term collective
investment securities savings, and contributions to a small and medium business start-up investment fund should fill out a statement on the
relevant income deduction and tax credit. Write down the amount deposited in each account and the amount of income deduction and tax
credit. Do not fill out if the amount of deduction or credit is zero (0).

2. In ‘Classification of retirement pension’, enter ‘Retirement pension (DC, IRP)" or ‘Korea Scientists & Engineers Mutual-aid Association pension’.

3. In ‘Classification of pension savings’, enter ‘Individual pension savings’ or ‘Pension savings'.

4. In "Classification of savings’ under Income deduction for housing purchase savings, enter ‘Savings for subscription’, ‘Collective savings for
housing subscription (opened in/before 2014), 'Collective savings for housing subscription (opened in/after 2015), or ‘Worker's
housing-purchase savings'.

5. In 'Classification of investment’ under ‘Income deduction on contributions to a small and medium business start-up investment fund’, enter
either 'Venture, etc.’ (Article 16 (1) 3, 4, 6 of the Restriction of Special Taxation Act) or 'Associations, etc.’ (Article 16 (1) 1, 2, 5).

6. The 'Deductible amount’ box may not be filled out by a wage & salary income earner.

NATIONAL TAX SERVICE |
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IX. Tax Forms

= Enforcement Rules of the Income Tax Act [Form 23 (6]] (Revised Mar. 13, 2020.)

[ IReceipt for wage & salary income tax withholding for .
Ref. no. Classification
" religious workers (For year-end tax settlement) E—
.. ’ Residenc,
[ 1Statement of payment of religious worker's wage & y Non-resident 2
@ Attributable . ; ’
year salary income (For year-end tax settlement) Nationality | Citizen 1 / Foreigner 9
([ 1For income earner [ IFor employer State of
) , T ; Residency Country Code
[ IFor issuer's submission to tax office)
@ Representative @ Business registration no.
Withholding @ Name of religious organization (Name) {Tax identification no)
agent i ® Residence
® Resident (company) registration no. (Address)
® Resident registration no. (Tax
Income earner @ Name identification no.)
© Address
® Name of | 5 5 ciness registration no. (Tax identification |®@ Income generated period @ Amount paid | o\ i able
Religious @ Income generated from | religious o) (YY-MM-DD) (excl. non-taxable income
workers’ organization ’ income)
Incormne Principal (Present) | | |— | |— | | | | | .7
Secondary (Previous) |- - - .
@® Religious person’s incomel(@) @ Necessary expenses @ Income amount (®-(@)
Income amount
Local Special tax for
(9 Religious worker’'s income amount (@) Classification Income tax | income rural Total
tax development
@ Yourself @ Income deductian, ete. @ Tax determined
over the composite ceiling
Basic @ Spouse @ Global income tax base
deduction @D Previous
@ Dependent families @ Calculated tax amount | workplace
[ persons) Pre-pai
o d tax
2 @ The elderly @ Present
S ([ persons) Children subject to workplace
i ® tax credit
2 Child [ persons)
& tax @3 Taxes due
g | Additional | @) The disabled credit
deduction | [ persons] Newborns,
adoptees
( persons]
& Womnan @ Tax credit for pension
accounts
@ Single-parent family Political funds
@ Deduction of pension premium @ Tax Statutory The above withholding tax amount (revenue amount) is received (paid).
@ Donation (carried forward) credit | Contributions to Date (YYMMDD):
for | employee stock Withholding (reporting] agent (Signature)
donatio| ownership To the head of tax office
@ Deduction of global income ns association
Designated
@ Income deductions for personal ® Standard tax cred
pension savings
G Income deduction for contributions to @ Foreign tax credit
an investment association, etc.
@ Statement of personal deductions (Only for those with statement of calculation of deduction amount due to the income earner’s basic deduction, additional deduction and dependent family
members. Do not state yourself.)
Relation Name Resident registration no. Relation| Name Resident registration no. Relation| Name Resident registration no.

% Relationship code: Lineal ascendant of yourself=1, lineal ascendant of your spouse=2, spouse=3, lineal descendants (children, adoptees)=4, lineal descendants (if a lineal descendant
and his/her spouse are both disabled, also include the spouse), siblings=6, recipients of the basic livelihood security system=7 (excluding codes 1-6), child under foster care=8 * 4-6
include the relationship with both the income earner and spouse.

Instructions

Fill out ‘State of Residency” and ‘Country Code’ only if you are a non-resident, and write down the country acronym and code according to 1SO's ISO code (% ISO country
code: Refer to NTS website).

Do not fill out G Resident (company) registration number under “withholding agent” if this form is for income earners.

The withholding agent should submit the statement of payment by March 10 of the year following the taxable period to which the payment date belongs (in the case of
businesses temporarily or permanently closed, the last day of two months after the month in which the date of closure belongs).

Under @ Amount paid, exclude the amount of non-taxable religious workers’ income as prescribed by Article 12 Subparagraph 5 Item H of the Income Tax Act.

Under ® Non-taxable income, enter the amount as prescribed by Article 19 (3) 3 of the Enforcement Decree of the Income Tax Act (money or goods provided to a
religious worker for the purpose of religious activities based on the standards decided through a religious organization's regulations or a religious organization's
decision-making body's approvall.

Fill out @ Income deduction, etc. over the composite ceiling if the deduction amount under the deduction item “Associations, etc.” under contributions to investment
associations in page 2 of the religious worker’s income deduction and tax credit filing form (attached form no. 37 (2)) is over 25 million won.

@) Income earners who receive a tax credit for donations should fill out a donation statement on page 2 of this form, when submitting the statement of payment of
religious workers' income to the head of the withholding tax office, the donation statement must be submitted

Under @3 Taxes due, if the amount is subject to non-collection of small tax amount, (i.e., less than 1,000 won), enter 0.

In this form, delete the decimals on the amounts.
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IX. Tax Forms

= Enforcement Rules of the Income Tax Act [Form 23 (4)] (Amended Mar. 13, 2020) (1 of 5 pages)

A Resident’s Statement of Payment of Other Income
Attributable (for reporting by issuer)

year (Annual income by income earner to be kept by issuer of resident’s withholding income
receipt for other income)

Ref. no.

@ Personal information of withholding agent and sum of payment

@ Amount of taxes
O] @
Name of Business ©] @ ® o) Sum of
company (resident) Place Annual | Total no. of Sum of annual | Non-taxab | annual income ®
(Trade name, registration (Address) income annual . © ® Special tax ®
payments le income amount Local income P!
name) number earners payments Income tax tax for rural Sum
development
@ Personal information and annual income of the income earner
® ®
@ . @ @
Income | '\ame of | Business @ ® ©® (Annual) @D @ 2] @ ] ® @
.. | income | (resident) Ny Special tax [
No. | classific . | Citizen, | Year of | No. of Total Non-taxable | Necessary | Income | Tax |Income Local
. earner | registrati . . . for rural Sum
ation foreigner | payment | payments | amount of income expense amount rate tax income tax
[trade on development
code payment
name) | number
1
2
3
4
5
6
7
8
9
10

Instructions

1. This form is to be filled out when other income is paid to a resident. In @ Income classification code, refer to page 2 and fill out the relevant code.

If the amount of tax from 2 to @ is subject to non-collection of small tax amount (i.e, less than 1,000 won), enter the amount of tax as “0". ® Sum of annual payments
paid by the withholding agent and Sum of annual income amount of income earners (including amount subject to non-collection of small tax amount) should be
identical.

In @ Annual income earners, write down the number of people under ® Name of income earner (trade name), and in ® Total no. of annual payments, write down the
sum of @ No. of payments (including the amount subject to non-collection of small tax amount), and write down the sum of each income earner's withheld income paid
annually.

In @ Citizen, foreigner, enter 1 for citizen and 9 for foreigner.

In @ (Annual) total amount of payment, exclude the religious persons’ income that is non-taxable pursuant to Article 12 Subparagraph 5 Item h of the Income Tax Act.
In @ Non-taxable income, enter the amount pursuant to Article 19 (3) 3 of the Enforcement Decree of the Income Tax Act (money or goods provided to a religious worker
for the purpose of religious activities based on the standards decided through a religious organization's regulations or a religious organization's decision-making body's
approval).

. In @ Income amount, enter the amount calculated by subtracting @ Necessary amount from @ (Annual) Total amount of payment.

In the case of transfer income from calligraphic works, antiques (income classification code: 64), fill out and submit a statement of transfer income from calligraphic works
and antiques on the 4th page.

9. Fill out @ Income classification code based on the following table.
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IX. Tax Forms

= Enforcement Rules of the Restriction of Special Taxation Act [Form 8] <Revised on Mar. 20, 2019>

Application for Flat Tax Rate Application for Foreign Employees

Name Alien registration number
© Applicant Nationality Position
Address
@ Wage & salary income for which flat tax rate is to be applied (taxable year: )
Workplace Business registration number Location Wage & salary income

| hereby apply for flat tax rate application for foreign employees for the above wage & salary income pursuant to Article 18-2 (2) of the Restriction of Special

Taxation Act and Article 16-2 (4) of the Enforcement Decree of the same Act.
Date (YYMMDD):

Applicant (income earner): (Signature or seal)

To
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IX. Tax Forms

= Enforcement Rules of the Income Tax Act [Form 29-2 (3)]] <Revised on Mar. 14, 2014>
Application for Non-Taxation & Exemption of Tax on Wage & Salary Income Under a Tax Treaty

% Please check the applicable [ 1. (Front)

Receipt no. ‘ Receipt date ‘ Processing period: Immediately

@ Name

@ Resident (alien) registration no.

Income earner
@ Address

@ State of residence ® Country code

® Company name (Korean)(English)

@ Name of representative

Income payer
® Business (resident or alien) registration no.

© Addresslor location of business)

[ 1 Director's remuneration [ ] Entertainer or athlete [ ] Government service [ ] Student

@ Type of income [ 1Trainee [ ] Professor [ ] Others
@ Purpose

@ Classification of entry @ Date of entry (@ Date of departure @® Contract period @® Contract amount

Current entry

Previous entry

(Unit: won)
) - i

@ Date of payment @® Amount paid @ Tax rate @ Tax to be withheld D Non ta::z:;,“exemphon
@ Ground ‘for nen-taxation Articlel ), Paragraph( ), Subparagraph( ) of the Tax Treaty between Korea and( )
or exemption
@ Non-taxation or exemption period .. .(yy™mDpD) - . . . [YYMMDD)

| hereby submit an application for non-taxation & exemption of tax on wage & salary income under Article 156-2 of the Income Tax Act and Article 207-2 of the
Enforcement Decree of its Act.

Date (YYMMDD):
Applicant (income earner): (Signature or Seal)
(Via) Income Payer: (Signature or Seal)
To the Head of ( ) District Tax Office
@) Type of agent [ 1 Tax agent [ ] Others
2 Name of individual (or company)
Agent 26 Business [resident or alien) registration no.
20 Address (or location of business)
@ Competent district tax office
1. A certificate of residence issued by the competent authority of the government of the income earner
2. A copy of the employment contract
Attached documents | - Student: A certificate of enrollment
- Grant recipients: Certificate of receipt
3. A copy of documents providing the grounds for non-taxation or exemption
| hereby confirm the above.
Date (YYMMDD):
The Head of ( ) District Tax Office Seal

* Notwithstanding this confirmation, the head of the district tax office may correct or determine taxes in accordance with relevant laws if the information in this
application contradicts certain facts.
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% Guide to the Simplified Year-end Tax Settlement Service
% Taxpayers' Associations

% Services for Foreign Taxpayers
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~ Guide to the Simplified Year-end Tax Settlement Service

1. What is the simplified year-end tax settlement service?

The simplified year-end tax settlement service is a one-stop service for taxpayers that provides
various income deduction and tax credit data (e.g. receipts for income deduction) required for
year-end settlement of tax on wage & salary income. Wage & salary income earners can print
out their receipt for income deduction and tax credit (documentary evidence for income
deduction and tax credit for the year 2020) on the Hometax website (www.hometax.go.kr) and

submit them to their employer (withholding agent).

2. Looking up income deduction and tax credit data

a. Simplified Year-end Tax Settlement Service website (http://www.hometax.go.kr)

O Enter “www.hometax.go.kr” on the address bar, or

O Go to the NTS website (www.nts.go.kr) = Click " AJO]E" = Click "SEA"

b. Log-in with public key certificate

To access the Hometax website and look up income deduction and tax credit data, a public key
certificate is needed. This is a tool to verify a user’s identity on the Internet and protect valuable
personal information.

* A public key certificate can be issued by banks, etc.
** Foreigners can only use a digital key certificate issued with their alien registration number.

o Click [E712]] on the upper right corner of the home page = Click [3<21215A 2712])

O Select the drive where the public key certificate is stored = Enter password = Click
(=]
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X. Appendix

c. Looking up & printing income deduction and tax credit records

O Click "W II43h from [AlEE-FE AHl2].
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o From the simplified year-end tax settlement page, click 25 M|3A| Z3]/9F under
[Z2AH.
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o All income deduction and tax credit items will show.
AS . MUK X} EF W VM2HAEAS | A2MNAN | BANDATE | ol welwr | e auspl || AEseuy
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O Click one of the items to see the amount you spent at each place of expenditure.
O Click one of the entities to check how much you have paid for the item per month.

O Click [gFHo]| 212)15}7]] to print out the records under all items you have looked up.
% You cannot use this function if you need to print out the amount of expenditures per

month (or per day).

3. Submission of electronic documents for income deduction and tax credit

The NTS conducts paperless year-end tax settlement service so that employees and withholding agents
do not have to print out, submit and keep paper-based income deduction and tax credit documents.
Companies should visit the electronic document data extraction program website (www.hometax.go.kr)
and install the data extraction program on the company's year-end tax settlement program in advance.

a. Look up and download income deduction and tax credit data
O Click [MEFSE5EAH|A] "ATAAF 7E43) on the top of the home page.

O Look up data as described in ‘Looking up income deduction and tax credit data‘ above.
After checking the data, click [SFHo] W&¥7]] or [PDF th:&2=] to download the
electronic documents.

% When downloading a PDF document, you can choose whether to set a password (any
seven digits) for the document.
% The default file name is set as "Name (first six digits of user's resident registration

number)-Name of the item.PDF", and can be changed into a name you want to use.
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Tips

@ What to remember when downloading a PDF file:

You should follow the instructions of your employer [your withholding agent] in regard to the
submission of electronic documents (whether a password is to be set in a document or not, how
you will set the name and form of a file, etc.).

b. Using the downloaded electronic documents (paperless year-end tax settlement)
O Employees should submit the downloaded electronic documents to their employer
(withholding agent).
- The employees of a company providing paperless year-end tax settlement service can
upload the downloaded electronic documents on the company's year-end tax
settlement program and automatically prepare income deduction and tax credit report

forms, etc. with the program.

4. Application for consent to providing dependant family members’ income deduction
and tax credit data

(How an employee can look up his/her dependants’ income deduction and tax credit data)

For an employee to look up his/her dependant family members' tax credit data, the relevant family
member’s consent should be obtained. However, if a dependant family member is under the age of 19,
the employee can look up his/her income deduction and tax credit data without obtaining consent.

a. When a dependent family member is an underage child
An employee with a public key certificate may access his/her underage child’s (under 19,
born on or after Jan. 1, 2001) income deduction and tax credit records without obtaining

consent.

O On the [A[EFFHAH]2] menu on the upper side of Hometax home page, click[ 1'%
kel - [ARATE] AH] > PR A1)
* An employee who wishes to access his/her child’s records must have a public key

certificate.

O Enter the personal information of the child whose record you wish to access and click

[A1338}7]], which will automatically register your child after confirming family relations.

* If the address of the parent and the underage child do not match, automatic

registration shall not be done. In this case, attach documents certifying family

relations and apply online (upload documents), by fax, or by visiting a tax office
(refer to b-1)-2), b-3)).
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X. Appendix

b. When a dependent family member is an adult

For an employee to access the income deduction and tax credit data of a dependent family
member who is an adult, the relevant family member’s consent is required. Application for

consent may be made through the following methods:

1) How to consent to providing information on-line

If the information provider and the information viewer’s family relations can be confirmed
on-line, application for consent to provision of information can be made using personal
authentification methods (public key certificate, cell phone, credit card). If there are no
means of personal authentification or if family relations cannot be confirmed, you can apply
for consent to provision of information by attaching a family relations certificate, etc. via

on-line or fax.

(D How to consent to providing information on-line using a personal authentication method
(authentication certificate, cell phone, credit card)
1. Log on to Hometax (www.hometax.go.kr) — 2. Click [Hl&55d AH]A] — Click
[ATAAE 7143H — 3. From [R}EA]3-5-2] A1A] on the right hand side click 221
Q1FA1A, — 4. Fill in the matters required for application and then click [A1A3}7]]
— 5. Select personal authentification method (public key certificate, cell phone, credit
card, i-pin) — 9| ?|=3}o] A% Authentication and application

(@ Apply for consent to provision of information via fax
1. Log on to Hometax (www.hometax.go.kr) — 2. Click [Al&=5FE AH|A] — Click
[ 7hasl] — 3. Click  "#241%, from [AHRASES A7) on the right
hand side — 4. Fill in the matters required from [A]3-g2] AR 2] and then
click [AFsl7] W &spr]] — 5. &9 ARAL} AES AR, 7ISIASBEAE
HWAZ A4 Send the printed out application form, copy of ID and certificate of family
relations via fax (©°1544-7020)
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X. Appendix

2) Apply for consent to provision of information via mobile phone

Application can be made only when the information provider has logged on. When the
information viewer and the information provider’s family relations can be certified, apply for
consent to information provision by using a personal authentication method (public key
certificate, cell phone). If family relations cannot be certified, upload a family relations

certificate, etc. to make an application.

(D Where family relations can be certified electronically
Log on to Hometax — Choose [&"d4H — Choose [AZdAF Al5-52]] — Choose
[Al5-52] A1A] — Enter information provider’s information — Choose a personal
authentication method (cell phone authentication, public key certificate) — Personal

authentication — Enter the information of the information viewer — Choose [T}

(2 Where family relations cannot be certified electronically (foreigner or change in family
relations within the past three months due to marriage, etc.)
Log on to Hometax — Choose [1'&7%AH — Choose [AUAAE Al8-52]] — Choose
[Al3-s2] A1%] — Enter the information provider’s information — Choose a personal
authentication method (cell phone authentication, public key certificate) — Personal
authentication — Enter information of the information provider — Click [C}3] —
Select [TUA|E A1A] — Select [2H] and choose a personal identification or family

relations certificate stored in the cell phone — Choose [FHAF AlE]

3) Visit a tax office
Fill out an application form for provision of information on income deduction and tax
credit and attach a copy of the personal identification of dependent families (alien registration

certificate, etc.) and submit them to the nearest tax office.

0 How to download application for consent to provision of income deduction and tax
credit data
Log on to website (www.hometax.go.kr) — Click [AlE&ZFH AH]2] — Click [
A 2B — Click [REARES] A1) ARA A Click [AAlchez ]

O When you cannot use a computer, fill out the application form in the tax office and

submit it.
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X. Appendix

5. Search status of consent to provision of information on income deduction and
tax credit and cancellation of consent

From Hometax’s [Ala5SEH AU, click "AWAAEASH — Click [Al359] d3F=3]]
from [A2A|F-59] £3]- 3|2, or choose [FHLHAH — [ALHA AlS-52]] — [Ale-5S] @
%3]] from Hometax app (mobile) to search the information provider and information
recipient. If you have consented to provision of information but no longer need to provide
information due to change of family relations, log on to [AlEFHAH|A] — [ ALAAEEASH
S [AEATEY 23-HA] F [A559 FA AlAH]to cancelt consent to provision of

information.

6. How to use the income deduction and tax credit data

a. Employees should submit the printed documents to their employer (withholding agent)

If the deductible amount on the website is correct, employees should print out and submit
the data to their employer (withholding agent). If an employee retires (or is employed) in
the middle of the taxable year, he/she should print out and submit the expenditure amount

per month to his/her employer.

b. Simplified year-end tax settlement service period

The simplified year-end tax settlement service (for the year of 2020) will open on Jan.
15th, 2021. For the year-end tax settlement for income attributable to 2020, income deduction

applies to the deductible amount spent from January to December, 2020.

c. To receive consultation => Please call "Consultation Center for Simplified Year-end
Tax Settlement Service” (Call “126" => Press "1" => Press "5")

7. Measures to protect personal information

a. Prevention of third parties from accessing information by introducing an official
certification procedure
To prevent access by third parties, users need to undergo an official certification procedure
to use the site and access data (users cannot even access their spouse's data). Access to the

data of one's family member who is an adult and a dependent is permitted, provided that

he/she has consented.
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X. Appendix

b. Non-submission of sensitive personal information (e.g., name of disease, prescription)

In the case of medical expense-related data, sensitive personal information such as the
patient's disease and prescription is not submitted, and only the information that is essential

for income deduction is to be submitted.

Also, when medical records are printed out, the name of the hospital, etc. are hidden (i.e.,
'Hong Kil-dong psychiatric clinic' is printed out as 'Hong **##**##4#1") This is to ensure

that no person other than the patient can identify his/her medical history.

c. Recognition of patients’ right to refuse data provision & availability of data deletion
function

A patient who, despite the above measures does not want his’her medical records to be

submitted to the NTS, may request the relevant hospital to not provide his/her data in

accordance with the regulations in Article 165 of the Income Tax Act.

Even if a patient’s data was already submitted to the NTS making a request not to send
his/her data, he/she can ask his/her data to be deleted in the [AI/A|E&- ALHATASEAE
MB-ZA A7 AFA] A1%] menu from the year-end tax settlement website. (The deleted data

cannot be restored.)
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X. Appendix

Taxpayers’ Associations

Name

Tel

Address

US Embassy

(02) 397-4348

198 Sejong-daero, Jongno-gu, Seoul

Embassy of Japan

(02) 733-5626

22 Yulgok-ro 2-gil, Jongno-gu, Seoul

Korea

(02) 730-7190

710-401, Sangam-worldcuppark, 92 Sangamsanrol-gil
Mapo-gu, Seoul

Seyang

(02) 3703-8678

1607, Gwanghwamun Platinum Bldg, 28 Saemunanro 5ga-gil
Jongno-gu, Seoul

Abroad Employment

(02) 757-9582

10, Sejong Bldg, 100 Dang-ju dong Jongno-gu, Seoul

Global

(02) 3276-0531

5th Fl, Yongsan Bldg, 273 Hangangdaero Yongsan-gu, Seoul

Kangnam

(02) 2112-0959

34-35 Seonjamro Seongbuk-gu, Seoul

Seoul Regional

(02) 784-9265

111 Yeoeuigongwonro Yeongdeungpo-gu, Seoul

Namsan (02) 3438-2488 | 711 Eonjuro Gangnam-gu, Seoul
Ilsin (02) 539-7090 | 4th Fl, KM Bldg. 23 Teheranro77-gil Gangnam-gu, Seoul
Ambkor (02) 460-5448 | 150, Sangdomirae-ro, Yeonsu-gu, Incheon(Sangdo-dong)

Orange Tax

(02) 567-2879

2069, 20F 201 Mokdongseoro, Yangcheon-gu, Seoul

Youngnam (051) 636-3893 | 739 Centurycity Bldg, 312 su-yeongro, Nam-gu, Busan
Donglin (051) 336-5518 | 176 Jungangdaero Dong-gu, Busan
CS (070) 7835-4214 | 904, 21 Centum 6-ro, Haeundae-gu,Busan(Woo-dong)
Line (031) 8039-0010 42, AK plaza, 42 Hwangseulro 360-gil, Bundang-gu,
Seongnam
Airtax (052) 209-2134 | 96 Munhyeonro Dong-gu, Ulsan

Airtax Geoje

(055) 687-0234

23-1 Okposeonganro, Geoje

Nexen

010-6357-8705

BO1, 476 Aewalheanro, Jeju

Korean Mariners

(051) 462-2001

13 Chungjangdaero 9-gil Jung-gu, Busan

Geoje

(055) 688-2141

18 Okposeonganro, Geoje
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Services for Foreign Taxpayers

tax matters in Korea.

The NTS offers various tax services for foreign taxpayers to help them better handle their

Foreign taxpayer service desk

offices and provides one-stop tax services.

The Foreign Taxpayer Service Desk is available at the taxpayer service center of all
district tax offices nationwide. It helps facilitate communication with foreigners visiting tax

NTS English website(www.nts.go.kr/eng — Help Desk]
0 ‘Q&A/FAQ‘ and ‘Foreign Taxpayer Advocate Service‘: The two services in the ‘Help

of monthly withholding taxes.

Desk® section enable foreigners to make tax inquires online such as tax difficulties.
‘My Withholding Income Tax Calculator’: Taxpayers can calculate the expected amount

‘Automatic Calculation Service for Year-end Tax Settlement‘: Taxpayers can calculate
the expected amount of adjusted withholding taxes for year-end tax settlement.

English tax booklets and various forms (e.g., Easy Guide for Foreigners’ Year-end Tax
Settlement and Individual Income Tax and Benefit Guide for Foreigners)

NTS English assistance hotline(z1588-0560)

The Hotline offers foreigners tax advice in English over the phone, and is operated by the
National Tax Consultation Center of NTS.
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X. Appendix

Interpretation service for foreigners

The NTS offers interpretation services in 17 languages through a partnership with the
Immigration Contact Center operated by the Ministry of Justice (Z81345). This service is to
help foreigners who have experienced difficulties while consulting tax related issues.

The interpretation service is available in regional tax offices and district tax offices. The

service is also available for tele-consultation.

1. Tax offices offering the interpretation service

- The NTS headquarters, 7 regional tax offices, district tax offices National Tax Consultation
Center

- How to check your district tax office
http://www.nts.go.kr/eng — Help Desk — Contact Your District Tax Office

2. How to use the interpretation service
- Inform a tax official in the office that you need an interpretation service in a different

language. The request should be made in Korean or English.

3. Available languages (20 languages)

- Korean, English, Chinese, Japanese, French, Russian, German, Spanish, Vietnamese,
Mongolian, Indonesian/Malay, Thai, Bengali, Urdu, Nepalese, Khmer, Myanmarese,
Arabic, Sinhala, Filipino
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Services for foreign taxpayers provided by the National Tax Service

Foreign Taxpayer Help-line(English) & 1588-0560

Q&A, Foreign Taxpayer Advocate(English) www.nts.go.kr/eng
English website of NTS www.nts.go.kr/eng
National Tax Consulation Center = 126

NTS Hometax Service www.hometax.go.kr

This book provides an overview of Korean tax laws and tax treaties related to
foreigners’ year-end tax settlement (information as of Nov., 2020). Therefore, when
using the information in this book for business purposes, please check the related tax
laws and legal interpretations.

If there are any errors in this book or if you have any suggestions for improvement,
please call 044)204-2879 and we will reflect them in our next edition.

Easy Guide for Foreigners' Year-end Tax Settlement 2020
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