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Article 1 (Purpose) 

The purpose of this Act is to contribute to the sound development of the national economy 

through fair taxation and efficient execution of tax policies, by prescribing for matters conc

erning special taxation such as tax reduction and exemption or the imposition or restriction 

of heavy taxes. 

Article 2 (Definitions) 

(1) For the purpose of this Act, the definitions of terms shall be as follows: 

1. The term “national” means a resident under the Income Tax Act, and a domestic corp

oration under the Corporate Tax Act; 

2. The term “taxable year” means a taxable period under the Income Tax Act, or a busi

ness year under the Corporate Tax Act; 

3. The term “tax base return” means a final tax base return as provided in Articles 70 th

ough 72, 74 and 110 of the Income Tax Act, or a return of tax base under Article 60 
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of the Corporate Tax Act; 

4. The term “gross income” means the total gross income under Article 24 of the Incom

e Tax Act, or the taxable revenue under Article 14 of the Corporate Tax Act; 

5. The term “expenses” means the necessary expenses under Article 27 of the Income T

ax Act, or the deduction under Article 14 of the Corporate Tax Act; and 

6. The term “taxation carried forward” means that where an individual or a corporation 

transfers fixed business assets used for its business (hereafter, “pre-fixed business as

sets” in this subparagraph) to any other corporation through contribution in kind, etc.

, neither the tax on the transfer income under Article 94 of the Income Tax Act (here

inafter “transfer income tax”) nor the special surtax under Article 99 of the Corporat

e Tax Act (hereinafter “special surtax”) shall be imposed on the transferring individu

als or corporations, but, instead, where the corporation which has acquired the fixed 

business assets (hereafter, “new fixed business assets” in this subparagraph) transfer

s them, the acquisition price of the fixed business assets shall be deemed to be the ac

quisition price of the new fixed business assets, and the special surtax shall be impos

ed on the difference between the price of the earlier acquired fixed assets and the tra

nsfer price of the new fixed assets, being referred to as taxation carried forward. In t

his case, the time of acquisition of the earlier acquired fixed business assets shall be 

deemed to be the time of acquisition of the new fixed business assets; 

7. The term “deferment of taxation” means that where individuals or corporations transf

er fixed business assets used in their businesses (hereafter, “pre-fixed business assets

” in this subparagraph) and acquire other fixed business assets in substitution for the 

transfer price (hereafter, “new fixed business assets” in this subparagraph) in order t

o relocate a factory, neither the transfer income tax nor the special surtax shall be im

posed on the amount calculated by the following formula among gains on transfer of 

the pre-fixed business assets (where the acquisition price of the new fixed business a

ssets exceeds the transfer price of the pre-fixed business assets, the amount shall be 

within the limits of gains on transfer of the pre-fixed business assets; hereafter, “defe

rred tax amount” in this subparagraph). In this case, with respect to the transfer of th

e new fixed business assets, the transfer income tax or special surtax shall be impose

d on the balance when the deferred tax amount is deducted from the acquisition price 

of the new fixed business assets; and 

8. The term “special taxation” means the application of special tax rates, reduction and 
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exemption of tax amount, tax credit, income deduction, tax reduction and exemption 

such as the inclusion of reserves in expenses, and imposition of heavy taxes such as i

nclusion of gross income and non-inclusion of expenses for specific purposes under 

any certain circumstances. 

(2) Except as otherwise prescribed in this Act, the terms other than those as referred to in p

aragraph (1) shall conform to the terms used in such Acts as provided in Articles 3 (1) 1 thr

ough 19. 

Article 3 (Restrictions on Special Taxation) 

(1) No special taxation shall be made, unless it is prescribed by this Act, the Framework A

ct on National Taxes, treaties, and Acts which fall under one of the following subparagraph

s: <Amended by Act No. 6054, Dec. 28, 1999> 

1. Income Tax Act; 

2. Corporate Tax Act; 

3. Inheritance Tax and Gift Tax Act; 

4. Value-Added Tax Act; 

5. Special Consumption Tax Act; 

6. Liquor Tax Act; 

7. Stamp Tax Act; 

8. Securities Transaction Tax Act; 

9. National Tax Collection Act; 

10. Traffic Tax Act; 

11. Customs Duties Act; 

12. Local Tax Act; 

13. Provisional Import Surtax Act; 

14. Assets Revaluation Act; 

15. Adjustment of International Taxes Act; 

16. Act on Real Name Financial Transactions and Guarantee of Secrecy; 

17. Telephone Tax Act; 

18. Education Tax Act; 

19. Special Tax for Rural Development Act; 

20. Deleted; <by Act No. 5982, May 24, 1999> 

21. Inter-Korea Exchange and Cooperation Act; 

22. Act on Lump Sum-Building Savings of Farming and Fishing Households; and 
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23. Act on Designation and Operation of Tariff-Free Zone for Building International Ph

ysical Distribution Base. 

(2) Except as otherwise prescribed in this Act, the Framework Act on National Taxes, treat

ies, and Acts as referred to in subparagraphs of paragraph (1), the taxes reduced and exemp

ted under such Acts and treaties shall not include the additional tax, the transfer income tax

, and the special surtax. 

Article 4 (Inclusion in Expenses Reserves of Small and Medium Business Investment) 

(1) Where a national operating a small and medium enterprise as prescribed by the Preside

ntial Decree (hereinafter the “small and medium enterprise”) appropriates the investment re

serves for expenses in order to cover the funds required for any replacement or new acquisi

tion of assets for business as prescribed by the Presidential Decree (hereinafter the “assets u

sed for business”) until the taxable year which ends on or before December 31, 2003, it sha

ll be included in the expenses in calculating the income amount in the corresponding taxabl

e year, within the limit of the amount calculated by multiplying the value of the assets used 

for business as of the end of the corresponding taxable year by 20/100. 

(2) The investment reserves included in the expenses under paragraph (1) shall be included 

in the gross income in such manner as prescribed in the following subparagraphs: 

1. The reserves equivalent to the amount needed for any capital expenditure, such as a n

ew acquisition or replacement of assets for business used in the business, until the en

d of the taxable year including the day marking the end of three years after the end o

f the taxable year in which the investment reserves are included in the expenses, the 

amount calculated by multiplying the amount obtained by dividing such reserves by 

36, by the number of months of the corresponding taxable year shall be included in t

he gross income in calculating the income amount in each taxable year from the taxa

ble year including the day on which the period of three year ends; and 

2. If the investment reserves included in the expenses exceed the amount to be included 

in the gross income under subparagraph 1, the reserves equivalent to the exceeding p

ortion shall be included in the gross income, in calculating the income amount in the 

taxable year including the day on which the period of three years ends. 

(3) Where any of the following cases occurs to a national having some amount in an accou

nt of the investment reserves included in the expenses under paragraph (1), the total amoun

t in the account of the reserves not included in the gross income, in calculating the income 

amount in the taxable year including the day on which the case occurs, shall be included in 
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the gross income: 

1. Where he discontinues the business; and 

2. Where a corporation is dissolved: Provided, That if it is dissolved due to a merger or 

division (including division and merger; hereinafter the same shall apply) and the co

rporation surviving after merger, corporation newly established by division, or the ot

her party to division and merger succeeds to the amount in the account of the invest

ment reserves, this shall not apply. 

(4) Where the investment reserves are included in the gross income under paragraph (2) 2 o

r (3), the additional amount equivalent to the interest calculated as prescribed by the Presid

ential Decree shall be collected as the income or corporate tax at the time of tax base return 

of the taxable year concerned, and the amount shall be deemed the tax amount to be collect

ed under Article 76 of the Income Tax Act or Article 64 of the Corporation Tax Act: Provi

ded, That this shall not apply where the investment reserves included in the gross income a

re within the limit as referred to in paragraph (2) 1, and such cause for the inclusion in the g

ross income falls under any of the following subparagraphs: 

1. Consolidation between small and medium enterprises under Article 31; 

2. Conversion into a corporation under Article 32; 

3. Contribution in kind under Article 38; and 

4. Division. 

(5) A national who wishes to have the provisions of paragraph (1) applied shall submit a de

tailed statement on the investment reserves under the conditions as prescribed by the Presid

ential Decree. 

Article 5 (Tax Credit for Investments by Small and Medium Enterprise) 

(1) Where a national operating a small and medium enterprise newly acquires any assets fo

r business, and invests them (excluding any investment in used articles) by December 31, 2

003, the amount equivalent to 3/100 of such investment amount shall be deducted from the 

income tax (limited to the income tax on any business income) or the corporate tax in the ta

xable year including the day on which such investment is completed. 

(2) Where an investment under paragraph (1) is made extending over two or more taxable y

ears, the provisions of paragraph (1) may apply to the amount invested in each taxable year 

in which such investment is made. 

(3) Matters necessary for the calculation of the amount invested as referred to in paragraph 

(2) shall be prescribed by the Presidential Decree. 
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(4) A national who wishes to have the provisions of paragraphs (1) and (2) applied shall m

ake an application for the tax credit under the conditions as prescribed by the Presidential D

ecree. 

Article 6 (Reduction and Exemption of Tax Amount for Small and Medium Start-Up E

nterprise) 

(1) Any small enterprise which will be started up in areas other than the Seoul metropolitan 

areas and their surrounding areas prescribed by the Presidential Decree on or before Decem

ber 31, 2003 (hereinafter the “small and medium start-up enterprise”) and a national who is 

designated as the operator of a start-up business promotion center pursuant to the provision

s of Article 5 (2) of the Act on Support for Small and Medium Enterprise Establishment sh

all be given reduction or exemption of the tax amount equivalent to 50/100 of its or his inc

ome tax or corporate tax imposed on its or his income from the first taxable year belonging 

to the date on which the first income is generated from its or his business to the taxable yea

r ending within 5 years from the date on which the taxable year following the first taxable y

ear begins. <Amended by Act No. 5996, Aug. 31, 1999; Act No. 6194, Jan. 21, 2000> 

(2) In case that any venture enterprise prescribed by the Presidential Decree from among v

enture enterprises under the provisions of Article 2 (1) of the Act on Special Measures for 

Promotion of Venture Businesses is confirmed to be a venture enterprise (hereinafter the “s

mall and medium start-up venture enterprise”) within 2 years from the date of its start-up u

nder the provisions of Article 25 of the same Act, the small and medium start-up venture e

nterprise shall be given reduction or exemption of the tax amount equivalent to 50/100 of it

s income tax or corporate tax imposed on its income generated from its enterprise from the 

first taxable year during which the first income is generated since the date of such confirma

tion to the taxable year ending within 5 years from the date on which the taxable year follo

wing the first taxable year commences: Provided, That the same shall not apply to the case 

where the provisions of paragraph (1) are applied. <Newly Inserted by Act No. 5996, Aug. 31, 1

999> 

(3) The scope of the small and medium start-up enterprises and the small and medium start

-up venture enterprise shall include those engaged in manufacturing, mining, secondary co

mmunications, research and development, broadcasting business (limited to the system ope

rators, program providers, and broadcasting program production business as prescribed by t

he Composite Cable Broadcasting Act; hereinafter the same shall apply), such engineering 

business by the Presidential Decree (hereinafter the “engineering business”), and such busi
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ness related to data processing and computer operation as prescribed by the Presidential De

cree (hereinafter the “data processing and computer operation-related business”), and such 

distribution industry as prescribed by the Presidential Decree (hereinafter the “distribution i

ndustry”). <Amended by Act No. 5996, Aug. 31, 1999> 

(4) A national who wishes to get tax credit pursuant to the provisions of paragraphs (1) and 

(2) shall make an application for tax abatement or exemption as prescribed by the Presiden

tial Decree. <Amended by Act No. 5996, Aug. 31, 1999> 

Article 7 (Special Reduction and Exemption of Tax Amount for Small and Medium Ma

nufacturing Industry) 

(1) For a domestic small and medium enterprises engaged in a manufacturing industry, sec

ondary communication business, research and development business, broadcasting busines

s, engineering business, data processing and computer operation-related business, or logisti

cs industry, the tax amount equivalent to 20/100 of the income tax or corporate tax on any i

ncome accruing from the business concerned shall be reduced or exempted until the taxabl

e year which ends on or before December 31, 2003. 

(2) A national who wishes to have the provisions of paragraph (1) applied shall make an ap

plication for the reduction or exemption under the conditions as prescribed by the President

ial Decree. 

Article 8 (Special Cases for Inclusion of Deductible Expenses with Respect to Facilities 

and Equipment of Small and Medium Enterprises) 

(1) Where a national donates or transfers such facilities prescribed by the Presidential Decr

ee, including office automation equipment and tools used in his business to a small and me

dium enterprise at prices lower than market prices by the tax year ending on or December 3

1, 2003, the value of such donated facilities or the value deducting transfer prices from the 

value of such facilities shall be included in deductible expenses in calculating his income a

mount of the corresponding tax year. <Amended by Act No. 6045, Dec. 28, 1999> 

(2) The value of such facilities or the value deducting transfer prices from the value of such 

facilities donated or transferred to a small and medium enterprise pursuant to paragraph (1) 

shall not be included in the operating income in calculating the income amount for the corr

esponding tax year. <Amended by Act No. 6045, Dec. 28, 1999> 

(3) In applying the provisions of paragraphs (1) and (2), the scope of the small and medium 

enterprises and other necessary matters shall be prescribed by the Presidential Decree. 

Article 8-2 (Inclusion of Business Loss Reserves in Deductible Expenses for Small Busin
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esses Registered with Association) 

(1) Where any small and medium enterprise registered with the Korea Securities Dealers A

ssociation under the provisions of Article 172-2 of Securities Transaction Act (hereafter, th

e “small and medium enterprise registered with the association” in this Article) treats its re

serve (hereafter, “business loss reserve” in this Article) as a deductible expense for the pur

pose of making up for its business loss, such deductible expense shall be counted within th

e limit of 50/100 of its income amount during the relevant business year. 

(2) The business loss reserve treated as the deductible expense in paragraph (1) shall be off

set by any deficit if incurred in the next business year under the provisons of Article 14 (2) 

of the Corporate Tax Act. Any balance from such offset shall be added to the operating inc

ome of the business year belonging to the fifth year from the closing day of the business ye

ar in which the reserve was treated as a deductible expense. 

(3) In case that the small and medium enterprise registered with the association which treat

s its business loss reserve as a deductible expense under the provisions of paragraph (1) list

s its stocks in the Korea Stock Exchange, it shall add the entire balance of its business loss 

reserve as of the closing day of the relevant business year to its operating income. 

(4) Any person who intends to be eligible for the tax reduction or exemption under the pro

visions of paragraph (1) shall file a detail account of his business loss reserve as prescribed 

by the Presidential Decree. 

Article 9 (Inclusion of Technical Development Reserves in Expenses) 

(1) Where a national engaged in a manufacturing or mining industry or a business as prescr

ibed by the Presidential Decree appropriates the technical development reserves for the exp

enses in order to cover the expenses needed for the development or innovation of the techn

ology, such reserves shall be included in the expenses in calculating the income amount in t

he corresponding taxable year until the taxable year which ends on or before December 31, 

2003, within the limit of the amount calculated by multiplying the income amount in the co

rresponding taxable year by the rates which fall under any of the following subparagraphs: 

1. In the capital goods industry as prescribed by the Presidential Decree (hereinafter the 

“capital goods industry”) and the industry of a technically intensive type as prescribe

d by the Presidential Decree, the rate of 5/ 100; and 

2. In the industries other than those referred to in subparagraph 1, the rate of 3/100. 

(2) The technical development reserves included in the expenses under paragraph (1) shall 

be included in the gross income in such a manner as fall under one of the following subpar
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agraphs: 

1. The reserves equivalent to the amount disbursed for the expenses (in case of parties o

ther than a small or medium enterprise, excluding the expenses to which the tax dedu

ction under Article 10 (1) is applicable) as prescribed by the Presidential Decree, suc

h as technical development expenses until the end of the taxable year including the d

ay on which the period of three years falls, the amount calculated by multiplying the 

amount obtained by dividing such reserves by 36, by the number of months of the co

rresponding taxable year shall be included in the gross income in the calculation of t

he income amount in each taxable year after the taxable year including the day on w

hich the said period of three years falls; and 

2. If the reserves included in the expenses exceeds the amount to be included in the gro

ss income under subparagraph 1, the reserves equivalent to the exceeding portion sha

ll be included in the gross income in the calculation of the income amount in the taxa

ble year including the day on which the period of three years falls after the taxable y

ear in which the reserves are included in the expenses ends. 

(3) Where any of the cases falling under one of the following subparagraphs occurs to a nat

ional having any amount in the account of the technical development reserves included in t

he expenses under paragraph (1), the total amount in such account not included in the gross 

income in calculation of the income amount in the taxable year including the day on which 

the case occurs shall be included in the gross income: 

1. Where he discontinues the business; and 

2. Where a corporation is dissolved: Provided, That if it is dissolved due to a merger or 

division (including division and merger; hereinafter the same shall apply) and the co

rporation surviving after merger, corporation newly established by division, or the ot

her party to division and merger succeeds to the amount in the account of the technic

al development reserves, this shall not apply. 

(4) The provisions of Article 4 (4) shall apply mutatis mutandis where the technical develo

pment reserves are included in the gross income under paragraph (2) 2 or (3). 

(5) A national who wishes to have the provisions of paragraph (1) applied shall submit a de

tailed statement on the technical development reserves under the conditions as prescribed b

y the Presidential Decree. 

Article 10 (Tax Credit for Technology and Manpower Development Expenses) 

(1) Where a national engaged in a manufacturing industry, mining industry, or any busines
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s as prescribed by the Presidential Decree disburses any expenses as prescribed by the Pres

idential Decree among the expenses for the development of technology and manpower in e

ach taxable year (hereinafter the “technology and manpower development expenses”) until 

the taxable year which ends on or before December 31, 2003, he may be entitled to the tax 

credit applied for by selection of the methods which fall under any of following subparagra

phs: 

1. Where the expenditure amount for the technology and manpower development expen

ses in the then-current taxable year exceeds the yearly average expenditure amount o

f the technology and manpower development expenses disbursed for four years retro

actively as of the beginning day of the then-current taxable year, the method of dedu

cting the amount equivalent to 50/100 of the exceeding amount from the income tax 

(limited to the income tax on the business income) or corporate tax in the then-curre

nt taxable year; and 

2. The method of deducting the amount calculated by multiplying the technology and m

anpower development expenses disbursed in the thencurrent taxable year by the ratio 

fall under each of the following items from the income tax (limited to the income tax 

on the business income) or corporate tax in the then-current taxable year: 

(a) In case of technology and manpower development expenses disbursed by a small 

and medium enterprise (including technology and manpower development expen

ses disbursed for other small and medium enterprises), the ratio of 15/100; and 

(b) In case of technology and manpower development expenses disbursed by a perso

n other than a small and medium enterprise, the ratio of 5/100: Provided, That in 

case of technology and manpower development expenses disbursed for a small a

nd medium enterprise, the ratio of 10/100. 

(2) The calculation of the yearly average expenditure amount of the technology and manpo

wer development expenses disbursed for four years under paragraph (1) 1 shall be prescrib

ed by the Presidential Decree. 

(3) A national who wishes to have the provisions of paragraph (1) applied shall make an ap

plication for the tax credit under the conditions as prescribed by the Presidential Decree. 

Article 11 (Tax Credit for Investment in Equipment to Develop Technology and Manpo

wer) 

(1) Where a national makes an investment in facilities for developing technology and manp

ower or commercializing any new technology (excluding any investment in used articles) u



 

11 

 

ntil the taxable year which ends on or before December 31, 2003, 5/100 of such investment 

amount shall be deducted from the income tax (limited to the income tax on the business in

come) or corporate tax in the taxable year including the day on which the investment in fac

ilities has been completed. 

(2) For the purpose of paragraph (1), the term “facilities for developing technology and ma

npower or commercializing new technology” means those which fall under any of the follo

wing subparagraphs: 

1. Facilities for research and experimentation as prescribed by the Presidential Decree; 

2. Facilities for vocational training as prescribed by the Presidential Decree; and 

3. Assets for business to commercialize any new technology as prescribed by the Presid

ential Decree. 

(3) Where the investment under paragraph (1) is made extending over two or more taxable 

years, the provisions of paragraph (1) may apply to the amount invested in each taxable ye

ar in which such investment is made. 

(4) Matters necessary for calculating the investment amount as referred to in paragraph (3) 

shall be prescribed by the Presidential Decree. 

(5) A national who wishes to have the provisions of paragraph (1) or (3) applied shall make 

an application for the tax credit under the conditions as prescribed by the Presidential Decr

ee. 

Article 12 (Reduction and Exemption of Tax on Income from Technological Transfer) 

(1) With respect to any income accruing from a transfer or lease of a patent right, etc. by a 

national who has registered patent rights or utility model right (hereafter, “patent right, etc.

” in this Article) by December 31, 2003, or accruing from the furnishing of any technical k

now-how by a contract by a national holding such technical know-how as prescribed by the 

Presidential Decree (hereinafter the “technical know-how”) by December 31, 2003, the tax 

amount equivalent to 50/100 of the income or corporate tax on such income shall be reduce

d or exempted. 

(2) A national who wishes to have the provisions of paragraph (1) applied shall make an ap

plication for the reduction or exemption under the conditions as prescribed by the President

ial Decree. 

Article 13 (Non-Imposition of Capital Gains Tax on Stock Transfer of Small Start-Up I

nvestment Company, etc.) 

(1) No corporate tax shall be imposed on any gains accruing from the transfer of the stocks 
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or investment equities falling under any of the following subparagraphs by a small start-up 

investment company established under the Support for Small and Medium Enterprise Start-

Up Act (hereinafter the “small and medium enterprise start-up investment company”), or a 

new technology project financier established under the Specialized Credit Financial Busine

ss Act (hereinafter the “new technology project financier”): 

1. Stocks or equities invested in a founder as prescribed by the Support for Small and M

edium Enterprise Start-Up Act (hereinafter the “founder”) or venture business referr

ed to in Article 2 (1) of the Act on Special Measures for the Promotion of Venture B

usiness (hereinafter “venture business”) by a small and medium enterprise start-up in

vestment company; and 

2. Stocks or equities invested in a new technology enterpriser under the Financial Assis

tance to New Technology Businesses Act (hereinafter the “new technology enterpris

er”) by a new technology project financier. 

(2) No corporate tax shall be imposed on any dividend income received by a small and me

dium enterprise start-up investment company or new technology project financier from the 

founder, new technology enterpriser, or venture business by December 31, 2003. 

Article 14 (Special Taxation on Investments in Small and Medium Enterprise Start-Up 

Investment Company) 

(1) The provisions of subparagraphs 3 and 4 of Article 94 of the Income Tax Act shall not a

pply to a transfer of stocks or investment equities which fall under any of the following sub

paragraphs: Provided, That this shall not apply where investment is made by taking over ot

hers’ stocks or investment equities, and such stocks or equities are transferred. <Amended by 

Act No. 6045, Dec. 28, 1999> 

1. Stocks or investment equities acquired by investing directly in a small and medium e

nterprise start-up investment company or a specialized credit financing company wh

ich has registered for only new technology projects financial business under Article 3 

(1) of the Specialized Credit Financial Business Act; 

2. Stocks or investment equities acquired by investing in a founder or venture business 

by a small and medium enterprise start-up investment amended established under the 

Support for Small and Medium Enterprise Start-Up Act (hereinafter the “small and m

edium enterprise start-up investment amended”); 

3. Stocks or investment equities acquired by investing directly in a new technology ente

rpriser or venture business by a new technology project investment cooperative estab
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lished under the Financial Assistance to New Technology Businesses Act (hereinafte

r the “new technology project investment amended”); 

4. Stocks or investment equities, acquired first by investing in a venture business (inclu

ding acquisition of venture business stocks by investing the amended referred to in A

rticle 14 of the Act on Special Measures for the Promotion of Venture Business), wh

ich are determined by the Presidential Decree; and 

5. Stocks or equity shares acquired by a corporate restructuring cooperative established 

pursuant to the provisions of Article 15 of the Industry Development Act (hereinafte

r “corporate restructuring cooperative”) through its investment in an enterprise subje

ct to restructuring pursuant to the provisions of Article 14 (4) of the same Act (herei

nafter “enterprise subject to restructuring”). 

(2) With respect to any transfer income earned through a transfer of the stocks or investme

nt equities of the founder, new technology project enterpriser, or venture business which an 

institutional investor as prescribed by the Presidential Decree acquires through the direct in

vestment in the small and medium enterprise start-up investment amended or the new techn

ology project investment amended, the corporate tax shall not be imposed. 

(3) With respect to the dividend income received by a resident from small and medium ent

erprise start-up investment companies or special credit financing companies which have re

gistered for only new technology project financial business under Article 3 (1) of the Speci

alized Credit Financial Business Act, the provisions of Article 14 (4) of the Income Tax Ac

t shall not apply. 

(4) With respect to the following incomes, the amended concerned shall withhold income t

ax where it pays income to partners, and the provisions of Article 14 (4) of the Income Tax 

Act shall not apply: <Amended by Act No. 6045, Dec. 28, 1999> 

1. Dividend income accruing from an investment in a founder or venture business by a s

mall and medium enterprise start-up investment amended; 

2. Dividend income accruing from investment in a new technology enterprise or ventur

e business by a new technology project investment amended; and 

3. Dividend income accruing from investment made by a corporate restructuring cooper

ative in an enterprise subject to restructuring. 

(5) With respect to income reverting to a small and medium start-up enterprise investment 

cooperative, a new technology project investment cooperative or a corporate restructuring c

ooperative and which is listed in any subparagraph of Article 16 (1) and Article 17 (1) 5 of 
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the Income Tax Act, the amended concerned shall withhold income tax or corporate tax wh

ere it pays income to partners notwithstanding the Income Tax Act and the Corporate Tax 

Act. 

(6) With respect to income listed in paragraphs (4) and (5), notwithstanding the provisions 

of Article 16 (2) and the main sentence of Article 17 (3) of the Income Tax Act, the amoun

t obtained by deducting the expenses (limited to those equivalent to the total income) expe

nded by the cooperative from the total income shall be the interest income amount or divid

end income amount. 

(7) The provisions of paragraphs (3) through (6) shall apply to the income accruing until D

ecember 31, 2003. 

Article 15 (Special Taxation on Stock Option) 

(1) Profits earned (the difference between the actual purchase price of the stock and the ma

rket price thereof; a preemptive right is deemed to be included in the stock) by an employe

e of a domestic corporation meeting the requirements of the founder, new technology enter

priser, or venture business as prescribed by the Presidential Decree, of a listed corporation 

under the Securities and Exchange Act, or of an association-registered corporation meeting 

the requirements as prescribed by the Presidential Decree (hereafter, the “start-up corporati

on” in this Article) (including the persons as prescribed by the Presidential Decree in case o

f venture business; hereafter, “employee” in this Article) through exercising the stock optio

n allocated until December 31, 2003 shall not be deemed to be earned income, business inc

ome, or other income. In this case, the provisions of Article 52 of the Corporate Tax Act sh

all not apply to such profits. 

(2) Stock options under paragraph (1) shall be limited to those meeting the following requi

rements: 

1. The start-up corporation before allocating the stock option shall agree with an emplo

yee concerned on the volume, purchase price, eligible persons, and period of the stoc

k option through a resolution of the general meeting; 

2. The purchase price of the stock under subparagraph 1 shall be equal to or higher than 

the price as prescribed by the Presidential Decree; 

3. The stock option under subparagraph 1 shall be prohibited from being transferred to o

ther persons; 

4. The stock option shall be exercised with the lapse of three years after the date on whi

ch the stock option has been allocated: Provided, That where the employee retires wi
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th the lapse of three years, such stock option shall be limited to that exercised within 

3 months from the date of retirement; and 

5. The stock option shall be allocated to the same employee within the limit of 10/100 (

the ratio as determined by the Presidential Decree within the limit of 20/100 for a ve

nture business) of the total number of stocks issued by the start-up corporation, and t

he yearly total sum of the purchase price of stock under subparagraph 2 shall be not 

more than the amount as prescribed by the Presidential Decree. 

(3) The provisions of paragraphs (1) and (2) shall also apply where an employee who has b

een allocated the stock option receives the difference between the actual purchase price of t

he agreed stock and the market price thereof (referring to the difference where the purchase 

price of the agreed stock is lower than the market price thereof) in cash or with stock issue

d by the start-up corporation, instead of buying stocks during the agreed period. 

(4) In applying Article 94 of the Income Tax Act, where an employee transfers the stock bo

ught pursuant to paragraph (1) or (2), the actual purchase price of the stock shall be conside

red as the aquisition price pursuant to Article 97 (1) 1 of the said Act. 

(5) In applying paragraphs (1) through (4), the scope of the employee, the calculation of th

e market price of stock, or other necessary matters shall be prescribed by the Presidential D

ecree. 

Article 16 (Income Deduction for Contribution to Small and Medium Enterprise Invest

ment Cooperative) 

(1) Where a resident makes contributions or investment falling under any of the following s

ubparagraphs, the amount equivalent to 30/100 of the contribution or investment shall be d

educted from the total income amount of a taxable year which the resident selects, from the 

taxable year in which the date of contribution or date of investment is included to the taxab

le year including the date on which the second year ends, by December 31, 2003: Provided

, That this shall not apply where contributions or investments are made by taking over othe

rs’ contribution quotas, investment quotas or beneficiary certificates: <Amended by Act No. 5

996, Aug. 31, 1999; Act No. 6045, Dec. 28, 1999> 

1. Where he invests in a small and medium enterprise start-up investment cooperative, a 

new technology project investment cooperative, or an enterprise restructuring cooper

ative; 

2. Where he invests in beneficiary certificates of venture business securities investment 

trust (hereafter, “venture business investment trust” in this Article) as determined by 
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the Presidential Decree; 

3. Where he invests the amount of contributions made to cooperative referred to in Arti

cle 14 of the Act on Special Measures for the Support of Venture Businesses in vent

ure businesses under the conditions as determined by the Presidential Decree; and 

4. Where he invests in venture businesses under the Act on Special Measures for the Su

pport of Ventures Businesses. 

(2) Where a resident who is under the application of the income deduction pursuant to the 

main sentence of paragraph (1) falls under any of the following subparagraphs before the e

xpiration of five years from the date of contribution or date of investment, the head of the t

ax office having jurisdiction over the domicile of the resident or a withholding agent shall c

ollect additionally the tax amount deducted from his income under the conditions as determ

ined by the Presidential Decree: Provided, That this shall not apply where an investor or co

ntributor dies or other causes as determined by the Presidential Decree occur: 

1. Where he transfers or recovers his contribution quotas referred to in paragraph (1) 1; 

2. Where he transfers beneficiary certificates of venture business investment trust referr

ed to in paragraph (1) 2, or any management company referred to in Article 2 (3) of t

he Securities Investment Trust Business Act repurchases the beneficiary certificates; 

and 

3. Where he transfers or recovers his contribution quotas or investment quotas referred t

o in paragraph (1) 3 and 4. 

(3) In applying the provisions of paragraphs (1) and (2), the limit and calculation of deduct

ion amount, application for income deduction, or other matters necessary for the income de

duction shall be determined by the Presidential Decree. 

Article 17 (Inclusion of Investment and Financing Loss Reserves in Expenses) 

(1) Where a small and medium enterprise start-up investment company or a new technolog

y project financier appropriates any investment and financing loss reserves for expenses in 

order to make up for any loss incurred by investing in the business of the founder or ventur

e business, or by investing in or financing a new technology enterpriser or venture business 

by the taxable year which ends on or before December 31, 2003, the amount calculated pur

suant to the following provisions, whichever is smaller, shall be included in the expenses in 

calculating the income amount in the thencurrent business year: 

1. The amount calculated by multiplying the investment or financing amount as prescri

bed by the Presidential Decree by 50/100; or 
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2. The amount calculated by deducting the investment or financing loss reserves from t

he amount of investment and fiancing as of the end of the then-current business year

: Provided, That the amount, if it is a negative quantity, shall be deemed as zero. 

(2) Where a loss is incurred by any such investment or financing, the person who has appro

priated the investment and financing loss reserves for expenses under paragraph (1) shall o

ffset the loss against such reserves already appropriated for expenses. 

(3) The balance of the reserves offset under paragraph (2) up to the end of the business yea

r including the day on which four years end after the business year in which the reserves ar

e included in the expenses as the investment and financing loss reserves under paragraph (1

), shall be included in the gross income in calculating the income amount in the business ye

ar including the day on which four years end. 

(4) Where a person wishes to have the provisions of paragraph (1) applied, he shall submit 

a detailed statement on the investment and financing loss reserves under the conditions as p

rescribed by the Presidential Decree. 

Article 18 (Exemption from Income Tax for Foreign Engineer or Technician) 

(1) With respect to any earned income which a foreign engineer or technician as prescribed 

by the Presidential Decree receives after supplying any labor to a national in Korea, and w

hich accrues until the month including the day on which five years have passed from the da

y on which the foreign engineer or technician supplies the labor for the first time in Korea (

limited to prior to December 31, 2003), the income tax shall be exempted. 

(2) Earned income received by a foreign technician who provides labor to a national in Kor

ea under the contract for introduction of technology under the Foreign Investment Promoti

on Act shall be exempted from income tax: Provided, That this shall be limited to earned in

come of a foreign technician which is exempted from income tax or corporate tax for royal

ties pursuant to the said Act, and which arises from the date of issuance of a certificate of r

eport on the contract of introduction of technology to the month which includes the date w

hich marks the elapse of five years. 

(3) Where a person wishes to have the provisions of paragraph (1) or (2) applied, he shall m

ake an application for the exemption under the conditions as prescribed by the Presidential 

Decree. 

Article 19 (Income Deduction for Field Technical Manpower in Capital Goods Industry

) 

(1) With respect to such field technical manpower as prescribed by the Presidential Decree 
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among those employees who work for small and medium enterprises engaged in the capital 

goods industry, the amount obtained by multiplying the following rate determined accordin

g to the number of years of work by the amount obtained by excluding the amount of any n

on-taxable income under Article 12 of the Income Tax Act from the total salary or wage un

der Article 20 of the said Act or twenty four million won, whichever is smaller in amount, s

hall be deducted from the salary or wage received in the then-current year: 

(2) Where a withholding agent pays the monthly earned income to the field technical manp

ower as referred to in paragraph (1), it may apply the simplified tax rate table as provided i

n Article 129 (3) of the Income Tax Act to the monthly salary or wage after deducting the a

mount as referred to in paragraph (1). 

(3) In applying the provisions of paragraph (1), the calculation, etc. of the number of years 

of work or other necessary matters shall be prescribed by the Presidential Decree. 

(4) Where a person wishes to have the provisions of paragraph (1) applied, he shall apply f

or the income deduction under the conditions as prescribed by the Presidential Decree. 

(5) The provisions of paragraph (1) and (2) shall apply only to the portion of the taxable pe

riod which ends on or before December 31, 2000. 

Article 20 (Special Taxation Pursuant to Inducement of Public Loans) 

(1) Tax to be borne by the lender referred to in subparagraph 10 of Article 2 of the Inducem

ent and Management of Public Loans Act (hereafter, “lender” in this Article) in direct conn

ection with the inducement of public loans referred to in subparagraph 6 of Article 2 of the 

said Act (hereafter, “public loans” in this Article) shall be reduced and exempted on such t

erms and conditions as prescribed by the public loan agreement referred to in subparagraph 

7 of Article 2 of the said Act (hereafter,“public loan agreement” in this Article). 

(2) Royalties or service fees paid to a foreigner in connection with the inducement of a pub

lic loan shall be reduced or exempted from income tax or corporate tax on such terms and c

onditions as the public loan agreement may determine. 

(3) The tax reduction and exemption referred to in paragraphs (1) and (2) may be decided n

ot to be granted if the lender or licensor makes an application for non-granting of such lice

nse. 

Article 21 (Exemption from Corporate Tax, etc. on Interest Income, etc. Pursuant to In

ternational Financial Transactions) 

(1) A person who is paid the incomes falling under any of the following subparagraphs sha

ll be exempted from income tax or corporate tax: Provided, That this shall not apply where 
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a person as prescribed by the Presidential Decree is paid it: 

1. Interest and commission on foreign currency-denominated bonds issued by the State, 

local governments, or domestic corporations; 

2. Interest and commission to be paid for foreign currency debts which a foreign exchan

ge agency under the Foreign Exchange Transactions Act borrowed from a foreign fi

nancial institution and has to redeem in foreign currency on such terms and conditio

ns as the said Act may determine; and 

3. Interest and commission on any foreign currency-denominated bills and foreign curre

ncy certificates of deposit issued or sold overseas by a financial institution as determ

ined by the Presidential Decree (hereafter, “financial institution” in this Article) on s

uch terms and conditions as the Foreign Exchange Transactions Act may determine. 

(2) Where a financial institution conducts offshore financial business as determined by the 

Presidential Decree, income which the financial institution pays to or is paid by a non-resid

ent shall be exempted from income tax or corporate tax. 

(3) Any income accruing from the transfer of any securities by a nonresident or a foreign c

orporation abroad, which are issued by the State, local governments or domestic corporatio

ns, shall be exempted from income tax or corporate tax. <Amended by Act No. 6045, Dec. 28, 1

999> 

Article 22 (Exemption from Corporate Tax on Income from Dividends on Overseas Res

ources Development Investment) 

(1) Where a domestic corporation’s income in each business year which ends on or before 

December 31, 2003 includes a dividend income paid by investing in any overseas resource

s development project as prescribed by the Presidential Decree under the Foreign Exchang

e Control Act (including the resources processing business under the conditions of foreign 

capital inducement by a host country), the only portion which is exempted from the tax on 

such dividend income in the host country shall be exempted from corporation tax. 

(2) Where the provisions of paragraph (1) and those of Article 57 (3) of the Corporate Tax 

Act are concurrently applicable to the dividend income of a domestic corporation, it shall b

e applied by choosing only either of the two. 

Article 23 (Inclusion of Gains on Transfer of International Ships in Expenses) 

(1) Where a domestic corporation transfers a ship (meaning any ship registered pursuant to 

the International Ship Registration Act; hereafter, the same shall apply in this Article) whic

h is directly used for its business by December 31, 2001 and acquires a new ship with the p
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rice of the transfer by the last day of the business year in which the transfer date of such shi

p is included, the amount equivalent to 80/100 of capital gains used to acquire the new ship 

shall be included in the expenses in calculating the income amount of business year as pres

cribed the Presidential Decree. <Amended by Act No. 6045, Dec. 28, 1999> 

(2) Where a corporation which has not acquired a new ship in the business year in which th

e transfer date is included after its transfer intends to acquire a new ship within two years fr

om the starting date of the following business year, the provisions of paragraph (1) shall ap

ply mutatis mutandis. In this case, the term “the amount used” shall be deemed as “the amo

unt to be used”. 

(3) Where a corporation which has included the gains on transfer in the expenses pursuant t

o paragraph (2) fails to use the amount included in the expenses to acquire a new ship withi

n the period or is dissolved (excluding where it merges) before it acquires the ship, the amo

unt included in the expenses in calculating the income amount of the business year in whic

h such cause occurs shall be included in the gross income. 

(4) In applying the provisions of paragraphs (1) through (3), the calculation of the gains on 

transfer used to acquire a new ship, the amount to be included in the gross income, the sub

mission, etc. of ship acquisition specifications and a plan for the acquisition of ships, and o

ther necessary matters shall be determined by the Presidential Decree. 

Article 24 (Tax Credit for Investment in Productivity Improvement Facilities) 

(1) Where a national as prescribed by the Presidential Decree invests in those falling under 

any of the following subparagraphs (excluding any investment in used articles) as prescribe

d by the Presidential Decree in order to improve productivity by December 31, 2000, the a

mount equivalent to 5/100 of the investment amount shall be deducted from the income tax 

(limited to the income tax on the business income) or corporate tax. In this case, Article 11 

(1), (3) and (4) shall apply mutatis mutandis to the methods of granting the tax credit: 

1. Facilities for process improvement and automation; 

2. High-tech facilities; and 

3. Facilities for improving obsolete facilities. 

(2) Where a national wishes to have the provisions of paragraph (1) applied, he shall apply 

for the tax credit under the conditions as prescribed by the Presidential Decree. 

Article 25 (Tax Credit for Investment in Specific Equipment) 

(1) Where a national invests in facilities (excluding any investment made in used articles) w

hich are deemed necessary for the industrial policy and prescribed by the Presidential Decr
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ee, out of those falling under any of the following subparagraphs until December 31, 2000, 

the amount equivalent to 5/100 of such investment amount shall be deducted from the inco

me tax (limited to the income tax on the business income) or corporate tax. In this case, Art

icle 11 (1), (3) and (4) shall apply mutatis mutandis to the methods of granting the tax cred

it. 

1. Energy-saving facilities; 

2. Anti-pollution facilities; 

3. Facilities for the distribution business conducted under the Distribution Industry Dev

elopment Act; 

4. Facilities installed in any entrusted enterprise by an entrusting enterprise under the A

ct on the Protection of the Business Sphere of Small and Medium Enterprises and Pr

omotion of Their Cooperation; 

5. Industrial accident prevention facilities; 

6. Mining safety facilities; and 

7. Facilities reinforced or expanded by a person designated as an object of priority contr

ol under the Emergency Resources Management Act, for the purpose of carrying out 

the emergency preparedness duties in compliance with the government’s order to rei

nforce and expand the facilities. 

(2) Where a national wishes to have the provisions of paragraph (1) applied, he shall apply 

for the tax credit under the conditions as prescribed by the Presidential Decree. 

Article 26 (Tax Credit for Temporary Investment) 

(1) Where the Government deems it necessary for a business adjustment, the tax amount eq

uivalent to the amount calculated by multiplying the amount as prescribed by the President

ial Decree within the limit of 10/100 of the amount of such investment (excluding any inve

stment made in used articles) by such rate as prescribed by the Presidential Decree, shall be 

deducted from the income tax (limited to the income tax on the business income) or corpor

ate tax in the taxable year as prescribed by the Presidential Decree. 

(2) Where a national wishes to have the provisions of paragraph (1) applied, he shall apply 

for the tax credit under the conditions as prescribed by the Presidential Decree. 

Article 27 (Tax Credit for Investment in Used Facilities and Equipment) 

(1) Where a national engaged in the manufacturing business invests in used facilities and e

quipment (including the case where investment is made in a factory which is acquired thro

ugh a business acquisition by transfer, a public or other auction sale) as prescribed by the P
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residential Decree from August 25, 1998 to December 31, 2000, an amount equivalent to 1

0/100 of such investment shall be deducted from his income tax (limited to the income tax 

payable on his business income) or corporate tax: Provided, That the same shall not apply t

o transactions between specially-related persons, the acquisition by transfer of a factory in 

operation through a public auction and other auction or other methods, and investments as 

prescribed by the Presidential Decree. <Amended by Act No. 5996, Aug. 31, 1999; Act No. 6045, 

Dec. 28, 1999> 

(2) The provisions of Article 11 (1), (3) and (4) shall apply mutatis mutandis to the method

s of tax credit under paragraph (1). 

(3) A national who wants to have the provisions of paragraph (1) applied shall make an app

lication for tax credit under the conditions as prescribed by the Presidential Decree. 

(4) The scope of the specially related persons and the acquisition by transfer of a factory in 

operation referred to in paragraph (1) and other necessary matters shall be prescribed by th

e Presidential Decree. <Amended by Act No. 5996, Aug. 31, 1999> 

Article 27-2 (Tax Credit for Disposal of Excess Production Facilities and Equipment) 

(1) Where a national disposes of any excess production facilities and equipment prescribed 

in the Presidential Decree (hereinafter “excess production facilities and equipment”) from J

une 12, 1999 to December 31, 2000 after obtaining confirmation from the head of a compe

tent tax office, an amount equivalent to 3/100 of the value of such disposed assets prescribe

d by the Presidential Decree shall be deducted from his income tax or corporate tax to be p

aid in the relevant taxable year. In this case, such facilities and equipment shall not be dee

med disposed if they are reused after being disposed of as prescribed by the Presidential De

cree. <Amended by Act No. 6045, Dec. 28, 1999> 

(2) Procedures for the conformation by the head of a competent tax office with respect to t

he disposal of excess production facilities and equipment and other necessary matters shall 

be prescribed by the Presidential Decree. 

Article 28 (Inclusion of Social Overhead Capital Investment Reserves in Expenses) 

(1) Where a corporation which constructs facilities as prescribed by the Presidential Decree 

such as roads, harbors (hereafter, “social overhead capital” in this Article) and is prescribed 

by the Presidential Decree has appropriated any investment reserves for expenses up to the 

business year ending on or before December 31, 2000, the reserves shall be included in the 

expenses within the limit of the amount calculated by multiplying the amount invested in t

he social overhead capital in the then-current business year by 10/100 in calculating the inc
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ome amount in the thencurrent business year. 

(2) The investment reserves included in the expenses under paragraph (1) shall be included 

in the gross income under the following subparagraphs: 

1. The reserves equivalent to the amount necessary for constructing the social overhead 

capital up to the end of the business year including the day on which three years hav

e passed after the end of the business year to the date on which the investment reserv

es are included in the expenses belongs, shall be included in the gross income within 

the limit of the amount calculated by multiplying the amount obtained by dividing th

e reserves by 36, by the number of months in the then-current business year, in calcu

lating the income amount in each business year for the business year including the d

ay on which such period of three years falls; and 

2. Where the reserves included in the expenses exceed the amount to be included in the 

gross income under subparagraph 1, the reserves equivalent to the exceeding portion 

shall be included in the gross income in calculating the income amount in the busine

ss year including the day on which three years have passed after the end of the busin

ess year in which the reserves are included in the expenses. 

(3) Where the cases falling under any of the following subparagraphs occur to a corporatio

n holding any amount in the investment reserves account included in the expenses under pa

ragraph (1), the total amount in the reserves account not included in the gross income shall 

be included in the gross income in calculating the income amount in the business year inclu

ding the day on which such case occurs: 

1. Where it discontinues the business; and 

2. Where it is dissolved: Provided, That if it is dissolved due to a merger or division (in

cluding division and merger; hereinafter the same shall apply) and the corporation su

rviving after merger, corporation newly established by division, or the other party to 

division and merger succeeds to the amount in the account of the investment reserve

s, this shall not apply. 

(4) Where the investment reserves are included in the gross income under paragraph (2) 2 o

r (3), the additional amount equivalent to interest calculated under the conditions as prescri

bed by the Presidential Decree shall be collected as the corporate tax at the time of the tax b

ase return for the business year and the tax amount shall be deemed a tax amount to be coll

ected under Article 64 of the Corporation Tax Act: Provided, That this shall not apply to th

e amount which is required for constructing the social overhead capital out of the amount e
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quivalent to the amount of the investment reserves to be included in the gross income. 

(5) Where a corporation wishes to have the provisions of paragraph (1) applied, it shall sub

mit a detailed statement on the investment reserves under the conditions as prescribed by th

e Presidential Decree. 

Article 29 (Special Cases for Tax Rates on Interest Income of Social Overhead Capital 

Bonds) 

The withholding tax rate on the interest and discount amount of social overhead capital bon

ds as determined by the Presidential Decree whose period from the date of issue to the last 

redemption date is over twelve years and which is issued until December 31, 2000 shall be 

15/100, notwithstanding the provisions of Article 129 of the Income Tax Act. 

Article 30 (Inclusion of Energy-Saving Facilities Investment Reserves in Expenses) 

(1) Where a national has appropriated the energy-saving facilities investment reserves for e

xpenses up to the taxable year ending on or before December 31, 2000 in order to appropri

ate the funds required for acquiring the energy-saving facilities as prescribed by the Preside

ntial Decree (hereafter, “energy-saving facilities” in this Article), the reserves shall be inclu

ded in the expenses within the limit of the amount calculated by multiplying the amount in

vested in the energy-saving facilities in the taxable year in which the investment is made, a

nd in each taxable year ending within two years thereafter, by 15/100. 

(2) The provisions of Article 4 (2) through (5) shall apply mutatis mutandis to the inclusion 

of the energy-saving facilities investment reserves included in the expenses under paragrap

h (1) in the gross income. 

Article 31 (Carried Forward Taxation of Transfer Income Tax, etc. on Consolidation b

etween Small and Medium Enterprises) 

(1) Where a small or medium enterprise to be extinguished by a consolidation between sma

ll and medium enterprises engaged in the categories of business as determined by the Presi

dential Decree transfers any fixed assets used for business as determined by the Presidentia

l Decree (hereinafter “fixed assets used for business”) to the corporation established by or s

urviving after the consolidation (hereafter, “consolidated corporation” in this Article), the f

ixed assets used for business may be subject to the application of taxation carried forward. 

(2) The scope of and requirements for consolidation between small and medium enterprises 

subject to the application of paragraph (1) shall be determined by the Presidential Decree. 

(3) A national who intends to be eligible for the provisions of paragraph (1) shall file an ap

plication for taxation carried forward as prescribed by the Presidential Decree. 
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(4) Where a small and medium start-up enterprise and a small and medium start-up venture 

enterprise under the provisions of Article 6 (1) and (2), or a national whose tax is abated or 

exempted under the provisions of Article 64 (1), is consolidated with others as provided in 

paragraph (1) before the abatement and exemption period under Article 6, 64 or 121 elapse

s, the consolidated corporation may be eligible for application of the provisions of Article 6

, 64 or 121 during the remaining abatement and exemption period as prescribed by the Pres

idential Decree. However, the provisions of Article 121 shall be applied only to business as

sets acquired before the consolidation is effected as provided in paragraph (1) above. <Ame

nded by Act No. 5996, Aug. 31, 1999> 

(5) Where a business-converted small or medium enterprise under Article 34, a small or me

dium enterprise moving into any area outside the Seoul Metropolitan Area under Article 63

, or any agricultural company under Article 68 conducts a consolidation under paragraph (1

) before the reduction and exemption period as provided in Article 34, 63 or 68 elapses, the 

consolidated corporation may have the provisions of Article 34, 63 or 68 applied during the 

remaining reduction and exemption period under the conditions as determined by the Presi

dential Decree. 

(6) Where a national having the undeducted tax amount as provided in Article 144 conduct

s a consolidation under paragraph (1), the consolidated corporation may succeed to such un

deducted tax amount and have it deducted under the conditions as determined by the Presid

ential Decree. 

Article 32 (Taxation Carried Forward of Transfer Income Tax for Conversion into Cor

poration) 

(1) Where a resident engaged in manufacturing, mining, construction industry or other busi

ness as prescribed by the Presidential Decree (hereafter, “manufacturing industry, etc.” in t

his Article) converts into a corporation engaged in manufacturing industry, etc. by investin

g in kind 

any fixed assets used for business or by a business transfer method as prescribed by the Pre

sidential Decree, such fixed assets used for business may be subject to the application of ta

xation carried forward. 

(2) The provisions of paragraph (1) shall apply only where the capital stock of the newly es

tablished corporation exceeds the amount as prescribed by the Presidential Decree. 

(3) A national who wishes to have the provisions of paragraph (1) applied shall apply for a

pplication of taxation carried forward under the conditions as determined by the Presidenti
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al Decree. 

(4) The provisions of Article 31 (4) through (6) shall apply mutatis mutandis to any corpor

ation established under paragraph (1). 

Article 33 (Reduction and Exemption of Transfer Income Tax for BusinessConverted S

mall and Medium Enterprises) 

(1) With respect to any income accruing from a transfer of fixed assets used for business b

y a small and medium enterpriser as determined by the Presidential Decree by December 3

1, 2000 in order to convert business which it conducts for not less than five consecutive ye

ars (hereafter, “pre-converted business” in this Article) into any business as determined by 

the Presidential Decree such as manufacturing industry, distribution and logistics industry, 

and knowledge service industry (hereafter, “converted business” in this Article), the tax am

ount may be reduced or exempted or taxation may be deferred according to the following m

ethods: 

1. Where the machines and equipment of the converted business are acquired by the tra

nsfer price of the workplace buildings and their accessory land of the pre-converted b

usiness (hereafter,“transfer price of the pre-converted business” in this Article ), the 

method of reducing or exempting the tax amount equivalent to 50/100 of transfer inc

ome tax or special surtax under the conditions as determined by the Presidential Dec

ree; and 

2. Where the workplace buildings and their accessory land of the converted business ar

e acquired by the transfer price of the pre-converted business, the method of deferrin

g taxation under the conditions as determined by the Presidential Decree. 

(2) Where a small and medium enterprise which has the tax amount reduced or exempted o

r has the taxation deferred under paragraph (1), fails to convert the business, the tax amoun

t which has been reduced or exempted or the taxation of which has been deferred shall be c

ollected additionally under the conditions as determined by the Presidential Decree. 

(3) The scope of business conversion under paragraphs (1) and (2) shall be prescribed by th

e Presidential Decree. 

(4) Where the tax amount which is reduced or exempted, or the taxation of which is deferre

d under paragraph (1) is collected additionally under paragraph (2), the amount equivalent t

o interest calculated under the conditions as determined by the Presidential Decree shall be 

additionally collected. 

(5) Where a person intends to have the provisions of paragraph (1) applied, he shall make a
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n application for the exemption or reduction of the tax or the deferment of taxation under t

he conditions as determined by the Presidential Decree. 

Article 34 (Reduction and Exemption for Tax Amount for BusinessConverted Small an

d Medium Enterprise) 

(1) For any small and medium enterprise which has conducted the business as prescribed b

y the Presidential Decree for 5 consecutive years and has been converted into the small and 

medium enterprise engaged in manufacturing or mining industry under the provisions of th

e following subparagraphs (hereinafter the “business-converted small and medium enterpri

se”) by December 31, 2000, the tax amount equivalent to 50/ 100 of the income or corporat

e tax on any income accruing from such converted-business in the taxable year including th

e day on which the first income accrues after the business is converted and in each taxable 

year ending within five years after the commencing date of the following taxable year shall 

be reduced or exempted: 

1. Where a business-converted small and medium enterprise transfers or discontinues th

e previous category of business and has been converted into a new category of busin

ess under the Presidential Decree; and 

2. Where a business-converted small and medium enterprise reduces the scale of the pre

vious category of business and adds a new category of business thereto under the Pre

sidential Decree. 

(2) Where a person wishes to have the provisions of paragraph (1) applied, he shall apply f

or such reduction and exemption under the conditions as prescribed by the Presidential Dec

ree. 

Article 35 (Reduction and Exemption of Transfer Income Tax, etc. for Relocation of Ex

isting Business Place) 

(1) With respect to any income accruing from the transfer of land or buildings falling under 

any of following subparagraphs (hereinafter “land, etc.”) by a small and medium enterprise

r as prescribed by the Presidential Decree or an operator of goods terminal and warehouse f

acilities under the Goods Distribution Promotion Act (limited to subparagraph 3 of this Art

icle) by December 31, 2000, in order to relocate the business place, the tax amount equival

ent to 50/100 of the transfer income tax or the special surtax shall be reduced or exempted: 

1. Land, etc. of the business place transferred in order to relocate the business place in w

hich he has conducted the business for five or more consecutive years in the convent

ional market to a new business place (including the case of a reconstruction in the co
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nventional market; hereafter, the same shall apply in this Article), under the conditio

ns as prescribed by the Presidential Decree; 

2. Land, etc. of the business place transferred in order to relocate the business place in w

hich he has conducted the business for five or more consecutive years to such distrib

ution complex as prescribed by the Presidential Decree, under the conditions as pres

cribed by the Presidential Decree; and 

3. Land, etc. of the business place transferred in order to relocate the existing business p

lace in which he has conducted business for five or more consecutive years in the me

tropolitan area as determined by the Presidential Decree (hereinafter “metropolis”) t

o any logistics facilities as prescribed by the Presidential Decree in any area outside 

metropolis, under the conditions as prescribed by the Presidential Decree. 

(2) Where a person who has the transfer income tax or the special surtax reduced or exemp

ted under paragraph (1) falls under any of the following subparagraphs, the tax amount calc

ulated under the Presidential Decree shall be collected additionally: Provided, That if there 

is an inevitable reason as prescribed by the Presidential Decree, this shall not apply. 

1. Where he fails to start the business by relocating the business place under paragraph (

1); and 

2. Where he discontinues the business or disposes of the business place within three yea

rs after he has started the business at the new business place. 

(3) The provisions of Article 33 (4) shall apply mutatis mutandis where the tax amount red

uced or exempted under paragraph (1) is collected additionally under paragraph (2). 

(4) Where a person wishes to have the provisions of paragraph (1) applied, he shall apply f

or the reduction or exemption of the tax amount under conditions as prescribed by the Presi

dential Decree. 

Article 36 (Reduction and Exemption of Transfer Income Tax, etc. for Support for Ma

nagerial Stability of Small and Medium Enterprise Owner) 

(1) With respect to any income accruing from transfer of land, etc. used for business by a s

mall and medium enterprise owner as prescribed by the Presidential Decree (hereafter, “sm

all and medium enterprise owner” in Articles 40 and 41) in order to repay any debt to a fin

ancial institution as prescribed by the Presidential Decree (hereinafter “debts to financial in

stitution”) on or before December 31, 2000, the tax amount equivalent to 50 /100 of the tra

nsfer income tax or the special surtax shall be reduced or exempted under the conditions as 

determined by the Presidential Decree. <Amended by Act No. 6045, Dec. 28, 1999> 
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(2) Where a person who has the capital gains tax or the special surtax reduced or exempted 

under paragraph (1) falls under any of the following subparagraphs, the tax amount calcula

ted under the Presidential Decree shall be collected additionally: Provided, That if there is a

n inevitable reason as prescribed by the Presidential Decree, this shall not apply: 

1. Where he fails to use the proceeds accruing from the transfer of land, etc. for the repa

yment of any debt to a financial institution from the date on which the land, etc. is tr

ansferred (referring to the date as determined by the Presidential Decree for a long-te

rm installment terms, and where there exists any inevitable cause as determined by t

he Presidential Decree, the date on which such cause disappears) within the time lim

it as prescribed by the Presidential Decree; and 

2. Where he discontinues or transfers the business within three years after the land, etc. 

is transferred. 

(3) The scope of land, etc. used for business under paragraph (1) and other necessary matte

rs shall be prescribed by the Presidential Decree. 

(4) The provisions of Article 33 (4) shall apply mutatis mutandis where the tax amount red

uced or exempted under paragraph (1) is collected additionally under paragraph (2). 

(5) Where a person wishes to have the provisions of paragraph (1) applied, he shall apply f

or the reduction or exemption of tax amount under the conditions as prescribed by the Presi

dential Decree. 

Article 37 (Exemption, etc. of Special Surtax for Support, etc. to Improvement of Finan

cial Structure of Corporations) 

(1) Where a corporation as prescribed by the Presidential Decree transfers real properties m

eeting each of the following requirements on or before December 31, 2000 according to a p

lan for improvement of its financial structure as prescribed by the Presidential Decree (incl

uding an enterprise improvement plan referred to in Article 45 (1); hereafter, the same shal

l apply in this Article), such a corporation shall be exempted from the special surtax payabl

e on the income accruing from transfer of such real properties. However, the following req

uirements shall not apply where a financial institution as prescribed by the Presidential Dec

ree (hereafter, “a financial institution” in this Article Articles 39 through 42, 44 and 45) tra

nsfers real properties acquired through exercise of mortgage rights, to get repayment for a c

laim, or other real properties for business use as prescribed by the Presidential Decree acco

rding to a self-survival plan approved by the head of the supervisory agency over the finan

cial institutions in such a manner as prescribed by the Presidential Decree: <Amended by Act 
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No. 6045, Dec. 28, 1999> 

1. A corporation shall transfer real estate for business, acquired on or before June 30, 1

997, as determined by the Presidential Decree: Provided, That this shall not apply w

here it transfers real estate donated under Article 41; and 

2. A corporation shall submit a plan for the improvement of financial structure to the or

ganization composed of financial institutions, etc. which have claims to the corporati

on (hereinafter the “financial institutions consultative council”) and obtain an approv

al therefor (including an approval for modification on the approved contents thereof)

: Provided, That this shall not apply where it transfers real estate according to a corp

orate improvement plan under Article 45 (1), or where it transfers real estate to the K

orea Land Corporation established under the Korea Land Corporation Act and the K

orea Land Corporation directly redeems the liabilities to a financial institution by the 

price of real estate. 

(2) Where a corporation (excluding financial institutions) which has been exempted from a 

special surtax pursuant to paragraph (1) falls under any of the following subparagraphs, the 

tax amount calculated under the Presidential Decree shall be collected additionally: 

1. Where a corporation fails to redeem the liabilities to financial institutions by the tran

sfer price for real estate within the time limit as prescribed by the Presidential Decre

e from the date (referring to the date as determined by the Presidential Decree in cas

e of long-term installment terms, and where there exists any unavoidable cause as pr

escribed by the Presidential Decree, the date on which such cause disappears) on wh

ich the real estate has been transferred according to a plan for the improvement of fin

ancial structure approved pursuant to paragraph (1) 2; 

2. Where the debt ratio of a corporation which transfers real estate increases no more th

an five years after the transfer of real estate; and higher than the basic debt ratio duri

ng the period of no more than five years after the transfer of real estate; and 

3. Where a corporation discontinues the business or is dissolved within three years from 

the date on which real estate is transferred: Provided, That this shall be excluded wh

ere the corporation surviving after merger, corporation newly established by division

, or the other party to division and merger succeeds to the business concerned or ther

e exists any unavoidable cause as prescribed by the Presidential Decree such as bank

ruptcy. 

(3) Where a financial institution which has been exempted from special surtax pursuant to t
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he proviso of paragraph (1) fails to use the transfer price for real estate according to an app

roved self-rescue plan, the tax amount calculated under the Presidential Decree shall be col

lected additionally. 

(4) The provisions of Article 33 (4) shall apply mutatis mutandis to other case where the ta

x amount exempted pursuant to paragraph (1) is collected additionally pursuant to paragrap

h (2) or (3). 

(5) Even if a domestic corporation that meets each of the requirements of the following sub

paragraphs fails to continue a business taken over from a merged corporation by the closin

g day of the business year belonging to the date of the registration of the merger, the specia

l surtax payable on the transfer margin arising from the transfer of the ownership title of as

sets of a merged corporation to a joint corporation in a merger deal may be deferred to the 

next business year, notwithstanding the provisions of Article 99 (11) of Corporate Tax Act: 

<Newly inserted by Act No. 5996, Aug. 31, 1999> 

1. Such a domestic corporation shall merge with another domestic corporation fulfilling 

the requirements provided in Article 44 (1) 1 and 2 of Corporate Tax Act; and 

2. Such a merger corporation shall transfer the assets taken over from the merged corpo

ration pursuant to the provisions of paragraph (1). 

(6) A corporation which wishes to have the provisions of paragraph (1) applied shall apply 

for an application for exemption of tax amount under the conditions as determined by the P

residential Decree. 

(7) The head of the financial institutions consultative council or the supervisory agency wh

ich has approved a plan for the improvement of financial structure or a self-rescue plan (ref

erring to the creditors financial institutions council referred to in Article 45 (1) for a transfe

r of real estate under a corporate improvement plan referred to in the said Article and parag

raph) shall submit the approved plan, the contents of self-rescue plan, and the results of per

formance every year to the Administrator of the National Tax Administration under the con

ditions as determined by the Presidential Decree. 

(8) Matters on the time of transfer, composition of the financial institutions consultative co

uncil, and the standards, etc. for approval for a plan for the improvement of financial struct

ure or self-rescue plan referred to in paragraph (1), the scope of liabilities and calculation o

f exempted tax amount, calculation of debt ratio and basic debt ratio referred to in paragrap

h (2), and other necessary matters shall be determined by the Presidential Decree. 

Article 38 (Special Taxation on Investments in Kind) 
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(1) Where a domestic corporation establishes a new domestic corporation (hereafter, “new 

corporation” in this Article) by investing assets in kind meeting the requirements falling un

der each of the following subparagraphs on or before December 31, 1999, an amount equiv

alent to the transfer margin accruing from assets contributed in kind among the stock prices 

of the new corporation which it acquires from such contributions may be carried forward b

y including such transfer margin in the operating expenses in calculating the income amou

nt for the then-current business year under the conditions as prescribed by the Presidential 

Decree, and special surtax may be also carried forward under the conditions as prescribed b

y the Presidential Decree: <Amended by Act No. 6045, Dec. 28, 1999> 

1. Such assets shall be invested in kind by a domestic corporation which has continuous

ly operated its business for not less than five years as of the date on which the newly 

founded corporation is registered; and 

2. Stocks or assets prescribed by the Presidential Decree shall be invested in kind. 

(2) Where a domestic corporation establishes a new corporation through a joint investment 

with nationals and foreigners, the provisions of paragraph (1) shall apply only to the case w

here persons who make joint investments in such domestic corporation are not the specially 

related persons under the provisons of Article 52 (1) of the Corporate Tax Act: Provided, T

hat the same shall not apply to the case where a domestic corporation establishes a holding 

company (hereinafter “holding company”) under the provisions of Article 18-2 of the Corp

orate Tax Act through a joint investment in kind of stocks with an affiliated company as pr

escribed in the Monopoly Regulation and Fair Trade Act. <Amended by Act No. 5996, Aug. 31

, 1999; Act No. 6045, Dec. 28, 1999> 

(3) Where a domestic corporation, which has included an amount equivalent to the transfer 

margin in its operating expenses pursuant to paragraph (1), falls short of the required ratio 

of stockholding as of the date of organization registration of the new corporation, such an a

mount in proportion to the corresponding shortage in the ratio, as prescribed by the Preside

ntial Decree, out of the total that has been included in the expenses, shall be added to its op

erating income. <Amended by Act No. 6045, Dec. 28, 1999> 

(4) Where the case falling under each of the following subparagraphs arises after a domesti

c corporation includes an amount equivalent to the corresponding transfer margin in its ope

rating expenses pursuant to the provision of paragraph (1), the entire amount that has not y

et been included in its operating income pursuant to paragraph (3) from among the amount 

included in its operating expenses shall be added to its operating income in calculating the 
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operating income of such domestic corporation in the corresponding business year belongi

ng to the date on which such case occurs: <Amended by Act No. 6045, Dec. 28, 1999> 

1. In case that such newly organized corporation discontinues the business it has taken o

ver from such domestic corporation within three years from the starting day of the b

usiness year following the business year belonging to the date of the registration of t

he newly founded corporation; and 

2. In case that the newly founded corporation under provisions of the proviso of paragra

ph (2) does not fall under a holding company. 

(5) A domestic corporation which wants to have the provisions of paragraph (1) applied sh

all makes an application for taxation carried forward under the conditions as prescribed by 

the Presidential Decree. 

(6) Where a corporation, which had the taxation of special surtax on income accrued from t

he transfer of assets pursuant to Article 60 or 71 deferred, contributes assets acquired as a s

ubstitute in kind pursuant to paragraph (1), special surtax the taxation of which was deferre

d shall not be imposed, and where the new corporation transfers the assets contributed in ki

nd, they shall be taxed under the conditions as prescribed by the Presidential Decree. 

(7) In case that such a domestic corporation invests in kind its assets revaluated according t

o the Assets Revaluation Act pursuant to the provisions of paragraphs (1) and (2), an amou

nt equivalent to the revaluation margin that has been included in the deductible expenses p

ursuant to Article 39 of the Corporate Tax Act may not be added to its operating income an

d the taxation thereon may be deferred as prescribed by the Presidential Decree. <Newly ins

erted by Act No. 5996, Aug. 31, 1999> 

(8) Deleted. <by Act No. 6045, Dec. 28, 1999> 

(9) In applying the provisions of paragraphs (1) through (5), the calculation of the transfer 

margin subject to inclusion in the expenses, standards for judging the discontinuance of the 

business taken over, submission of a specification on contributions in kind, or other necess

ary matters shall be determined by the Presidential Decree. 

Article 38-2 (Reduction and Exemption of Special Surtax on Spin-off Enterprises) 

(1) In case that a domestic corporation prescribed in the Presidential Decree transfers land, 

etc. or invests in kind to spin off its enterprises (hereafter, “spin-off enterprise” in this Artic

le) to another enterprise acquired by business managers or another enterprise acquired by w

orkers by December 31, 2000, an amount equivalent to 50/100 of the special surtax payabl

e on the transfer margin shall be reduced or exempted: Provided, where the provisons of th
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is Article and other Articles of this Act, and the Corporate Tax are simultaneously applied t

o such transfer margin, one of such provisions shall be selected for application. 

(2) In applying the provisions of paragraph (1), the enterprise acquired by business manage

rs and the enterprise acquired by workers mean a small and medium enterprise falling unde

r each of the following subparagraphs: 

1. The enterprise acquired by business managers mean a corporation that has the requir

ements falling each of the following items at the time of its incorporation: and 

(a) One of the executives of the enterprise that has spined off one of its enterprises (h

ereinafter the “parent corporation”) shall be the representative director of such a s

pin-off enterprise; 

(b) The aggregate of stocks or equity shares held by the executives of the parent corp

oration (hereafter, “stocks, etc.” in this Article) shall be the largest among the sto

ckholders or ownership investors of such a spin-off corporation; and 

(c) The aggregate of stocks, etc. acquired by employees (excluding the executives; h

ereafter, the same shall apply in this Article) of the parent corporation shall excee

d 10/100 of the total outstanding stocks issued by such a spin-off corporation. 

2. The enterprise acquired by workers means a corporation and the aggregate of stocks, 

etc. held by the employees of the parent corporation at the time of its incorporation s

hall be the largest among the stocks held by the shareholders and ownership shares o

f the spin-off corporation and the employees of the parent corporation shall constitut

e not less than 50/100 of the total number of the executives of the spinoff corporatio

n. 

(3) In case that any reasons falling under each of the following subparagraphs arise to the p

arent company, the spin-off corporation acquired by the business managers or the spin-off c

orporation acquired by the workers after the parent corporation has been exempted from th

e special surtax pursuant to the provisions of paragraph (1), the exempted amount plus an a

mount calculated on the basis of the applicable provisions of Article 33 (4) shall be collecte

d as its corporate tax in the business year belonging to the date on which such reasons arise

: 

1. The parent corporation, the spin-off corporation acquired by the business managers o

r the spin-off corporation acquired by the workers discontinues its business or is diss

olved within three years from the opening date of the business year following the bu

siness year in which those corporations are spined off: Provided, That the same shall 
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not apply to the case where the corresponding business is taken over by a newly inco

rporated corporation through a merger or division of a corporation or a corporation t

hat takes over such business as a partner to a partial merger, or the case where the su

bject corporation goes bankrupt or unavoidable reasons prescribed by the Presidentia

l Decree exist; and 

2. The spin-off corporation acquired by the business managers or the spin-off corporati

on acquired by the workers fails to meet the requirements provided in paragraph (2) 

within three years from the opening day of the business year following the business y

ear in which the spin-off corporation is incorporated. 

(4) The Presidential Decree shall prescribe the scope of the parent corporation, the spin-off 

corporation acquired by the business managers and the spin-off corporation acquired by the 

workers, and other necessary matters. 

(5) Any corporation which intends to get the tax reduction and exemption under the provisi

ons of paragraph (1) shall fine an application thereon as prescribed by the Presidential Dec

ree. 

Article 39 (Special Taxation on Acceptance and Performance of Guarantee Liabilities) 

(1) Where a stockholder who guarantees a domestic corporation’s liabilities accepts and pe

rforms the guarantee liabilities and the following requirements are satisfied, an amount refe

rred to in paragraph (2) shall be included in the expenses in calculating the stockholder’s in

come amount under the conditions as prescribed by the Presidential Decree: <Amended by A

ct No. 5996, Aug. 31, 1999> 

1. Stocks held by a controlling stockholder of a domestic corporation and his associated 

persons shall be transferred in full to any person other than associated persons as det

ermined by the Presidential Decree under a restructuring plan as approved by a key c

reditor financial institution as determined by the Presidential Decree (hereafter, “key 

creditor financial institution” in this Article) by December 31, 1999; and 

2. A corporate liquidation plan approved by the key creditor financial institution shall b

e submitted to the head of the tax office having jurisdiction over the place of tax pay

ment for the domestic corporation, and the domestic corporation’s liquidation shall b

e completed by December 31, 2000. 

(2) An amount which the stockholder includes in the expenses pursuant to paragraph (1) sh

all be limited to an amount (where a corporation is to be transferred, an amount which the s

tockholder accepted and performed as of the date of its stock transfer) which the stockhold



 

36 

 

er accepted and performed against the liabilities of a corporation to be transferred or liquid

ated (hereafter, “corporation to be transferred, etc.” in this Article), which was calculated b

y the following formula, or the amount which the stockholder guaranteed against the liabili

ties held by the corporation as of August 31, 1998 (including an amount of guarantee liabil

ities accepted and performed where it accepted and performed guarantee liabilities on or be

fore August 30, 1998), whichever is smaller in amount: 

(3) A corporation to be transferred, etc. the liabilities of which decrease as they are accepte

d and performed pursuant to paragraph (1) shall not include the decrease in liabilities (limit

ed to an amount exceeding the deficit as determined by the Presidential Decree; hereafter,“

liability decrease” in this Article ) in the gross income of the then-current business year and 

during the period of three business years after the end of the business period in calculating 

an income amount, and where it obtains approval by the head of the tax office of the place 

of tax payment by meeting the requirements as determined by the Presidential Decree such 

as the improvement in business performance or improvement of financial structure, it shall 

not additionally include the liability decrease in the gross income within the period of two b

usiness years and instead include equal portions or more in the gross income during the sub

sequent three business years. 

(4) Where a corporation to be transferred, etc. discontinues the business or is dissolved prio

r to the inclusion of the liability decrease in full in the gross income pursuant to paragraph (

3), it shall include the amount not included in the gross income in full in the gross income, 

in calculating an income amount for the business year in which such cause occurs. 

(5) In applying the provisions of paragraphs (1) through (3), where a corporation which has 

included as expenses the amount of guarantee liabilities accepted and performed or a corpo

ration which has not included in the expenses the liability decrease on conditions set forth i

n paragraph (1) 2, fails to meet any of such conditions, it shall return and pay by recalculati

ng (referring to the inclusion in the expenses of the total amount not included in the expens

es in case of a corporation failing to include the amount in the expenses; and in case of a co

rporation failing to include the amount in the gross income, this refers to the inclusion in th

e gross income of the total amount not included in the gross income) corporate tax on the i

ncome for the business year not included in the expenses or gross income when it returns c

orporate tax for the business year which failed to meet the requirements. In this case, it sha

ll pay an additional amount equivalent to interest calculated under the conditions as prescri

bed by the Presidential Decree by adding it to the corporate tax and the tax amount shall be 
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a tax amount to be paid pursuant to Article 64 of the Corporate Tax Act. 

(6) Liabilities (limited to the amount included in the expenses pursuant to paragraph (2)) w

hich the stockholder accepted pursuant to paragraph (1) shall not be included in the borrow

ings referred to in the main sentence of Article 135. 

(7) Where a corporation to be transferred, etc. includes in the gross income and then dispos

es of its deficiency in assets found in the transfer or take over of a corporation under paragr

aph (1) 1 pursuant to Article 67 of the Corporate Tax Act, it shall not be taxed at the source 

of income tax on its amount of disposal, notwithstanding the provisions of Article 67 of the 

Corporate Tax Act. 

(8) With respect to profits earned by the corporation’s other stockholders as the corporation

’s liabilities are accepted and performed pursuant to paragraph (1), the provisions of Articl

e 41 of the Inheritance Tax and Gift Tax Act shall not apply. 

(9) Where a domestic corporation is reduced in and exempted from its liabilities by any fin

ancial institution (limited to a financial institution which has no special relationship as dete

rmined by the Presidential Decree with the domestic corporation) by December 31, 1999, a

nd meets the following requirements, it shall include its liability decrease (limited to an am

ount exceeding the deficit as determined by the Presidential Decree) in the gross income by 

applying mutatis mutandis to the provisions of paragraphs (3) and (4), in calculating an inc

ome amount: 

1. It shall submit a corporate liquidation plan approved by the key creditor financial inst

itution to the head of the tax office having jurisdiction over the place of tax payment 

for the corporation; and 

2. It shall complete its liquidation by December 31, 2000. 

(10) A financial institution which has reduced in and exempted from a corporation’s liabilit

ies pursuant to paragraph (9) shall include an amount equivalent to the liabilities reduced a

nd exempted in the expenses in calculating an income amount for the business year. 

(11) Where a corporation which has failed to include its liability decrease in the gross inco

me pursuant to paragraph (9) or a financial institution which has included an amount equiv

alent to liabilities reduced and exempted pursuant to paragraph (10) in the expenses fails to 

meet any of the requirements listed in paragraph (9), the provisions of paragraph (5) shall a

pply mutatis mutandis. 

(12) In applying the provisions of paragraphs (1) through (11), the scope of liabilities, the c

ontents of and approval standards for a restructuring plan, the scope of controlling stockhol
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der and his associated persons, methods of acceptance and performance, calculation of the 

number of stocks held, conditions and reporting methods for deficiency in assets, submissi

on of specifications of corporation transfer and takeover, submission of a corporation liqui

dation plan, or other necessary matters shall be determined by the Presidential Decree. <Am

ended by Act No. 5996, Aug. 31, 1999> 

Article 40 (Reduction and Exemption of Transfer Income Tax Pursuant to Transfer of 

Assets by Stockholder, etc.) 

(1) Where corporation’s stockholders, etc. as determined by the Presidential Decree (hereaf

ter, “stockholders” in this Chapter) transfer their assets on hold (limited to those acquired o

n or before December 31, 1997 such as real estate, stocks, investment equities, or others as 

determined by the Presidential Decree; hereafter, the same shall apply in this Article) on or 

before December 31, 1999, and donate the money for transfer to the corporation, and the fo

llowing requirements are met, for income accruing from the transfer of such assets, a tax a

mount equivalent to 100/100 of transfer income tax imposed on a donated amount (limited 

to an amount calculated under the Presidential Decree, taking into account the ratio, etc. of 

stockholdings by stockholders) out of the money for transfer shall be reduced and exempte

d: 

1. The corporation (excluding small and medium enterprise) shall obtain approval for a 

plan for the improvement of financial structure or a self-rescue plan (including any m

odification approval to the approved matters; hereafter, the same shall apply in this A

rticle) according to the following classification: 

(a) For a corporation which is not a financial institution: It shall submit to the financi

al institutions council a plan for the improvement of financial structure which inc

ludes the transfer of assets by stockholders, donated details of the money for suc

h transfer, and plan for redemption of liabilities to financial institutions in order t

o redeem the liabilities to financial institutions, and obtain approval therefor from 

the financial institutions council; and 

(b) For a financial institution: It shall submit to the head of its supervisory agency a s

elf-rescue plan which includes the transfer of assets by stockholders, donated det

ails of the money for such transfer, plan for the use of a donated amount, and obt

ain approval therefor from the head of its supervisory agency. 

2. Stockholders shall transfer assets and donate the money for such transfer to the corpo

ration within the time limit as determined by the Presidential Decree from the date o
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f the transfer (the date as determined by the Presidential Decree for long-term install

ment terms): Provided, That where the corporation is not a small and medium enterp

rise, it shall only be limited to where it has complied with a plan for the improvemen

t of financial structure or a self-rescue plan approved under subparagraph 1; and 

3. The corporation shall use (referring to the use according to a selfrescue plan where th

e corporation is a financial institution) the total amount donated by stockholders for t

he redemption of liabilities to financial institutions within the time limit as determine

d by the Presidential Decree from the date on which the corporation was granted a d

onation (where there exists any inevitable cause as determined by the Presidential D

ecree, the date following that on which such cause disappears). 

(2) Where a corporation falls under any of the following subparagraphs, an amount equival

ent to a tax amount calculated under the Presidential Decree from the transfer income tax a

mount reduced and exempted pursuant to paragraph (1) shall be collected from the corpora

tion, and added to the corporate tax. In this case, the provisions of Article 33 (4) shall appl

y mutatis mutandis: 

1. Where the corporation discontinues the business or is dissolved within three years fro

m the date on which it receives the price for transfer of assets: Provided, That this sh

all not apply where any merged corporation, corporation newly established due to di

vision, or the other party to a division and merger succeeds to such real estate or ther

e exists any cause as determined by the Presidential Decree such as bankruptcy; and 

2. Where the debt ratio of the corporation (excluding any financial institutions and smal

l and medium enterprises) increases higher than the basic debt ratio during a period o

f less than three years after the redemption of liabilities to financial institutions. 

(3) A corporation which has received the money for transfer of assets pursuant to paragrap

h (1) shall make an application for reduction and exemption under the conditions as prescri

bed by the Presidential Decree. 

(4) The financial institutions council or the head of the supervisory agency which has appr

oved a plan for the improvement of financial structure or self-rescue plan pursuant to parag

raph (1) shall submit the contents of such plan and its performance to the Commissioner of 

the National Tax Administration under the conditions as prescribed by the Presidential Dec

ree. 

(5) The matters on the scope of stockholders, time of transfer, and the contents and approva

l for a plan for the improvement of financial structure or a self-rescue plan referred to in pa
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ragraph (1), the calculation of debt ratio and basic debt ratio referred to in paragraph (2), or 

other necessary matters shall be determined by the Presidential Decree. 

Article 41 (Special Taxation of Corporate Tax, etc. on Asset Donation by Stockholders) 

(1) Where a corporation referred to in the main sentence of Article 40 (1) is granted assets 

gratuitously by stockholders on or before December 31, 1999 and meets the following requ

irements, the asset value (limited to the amount exceeding the deficit as determined by the 

Presidential Decree) shall not be included in the gross income in calculating an income am

ount of the business year: 

1. The corporation shall be granted money, real estate and assets as determined by the P

residential Decree (limited to those acquired by stockholders on or before December 

31, 1997 for assets other than money; hereinafter the same shall apply) gratuitously; 

2. The corporation (excluding small and medium enterprises) shall obtain approval for a 

plan for the improvement of financial structure or a self-rescue plan (including any m

odification approval to the approved matters; hereafter, the same shall apply in this A

rticle) according to the following classification: and 

(a) For a corporation which is not a financial institution: It shall submit to the financi

al institutions councils a plan for the improvement of financial structure which in

cludes the donated details of assets by stockholders and a plan for redemption of 

liabilities to financial institutions, and obtain the approval therefor from the finan

cial institutions council; and 

(b) For a financial institution: It shall submit to the head of its supervisory agency a s

elf-rescue plan which includes the donated details of assets by stockholders and a 

plan for the use thereof, and obtain approval therefor from the head of its supervi

sory agency. 

3. The corporation shall use (referring to the use according to a self-rescue plan where t

he corporation is a financial institution) the money for transfer in full for the redemp

tion of liabilities to financial institutions within the time limit as determined by the P

residential Decree from the date on which it was granted money or within the time li

mit as determined by the Presidential Decree from the date of transfer of assets other 

than money (the date as determined by the Presidential Decree for long-term installm

ent terms) by December 31, 1999: Provided, That it shall use it in full for the redemp

tion of liabilities on the date following that on which such cause disappears where th

ere exists any inevitable cause as determined by the Presidential Decree. 
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(2) Where a corporation which is subject to the application of paragraph (1) for having bee

n granted assets (excluding money) gratuitously transfers the assets, the loss accruing from 

the transfer shall not be included in the expenses in calculating the income amount for the b

usiness year to which the date of transfer belongs. 

(3) Where any cause falling under the following subparagraphs occurs to a corporation whi

ch did not include the asset value granted gratuitously in the gross income pursuant to para

graph (1), the total amount not included in the gross income shall be included in the gross i

ncome in calculating the income amount for the business year in which such cause occurs. 

In this case, the provisions of Article 4 (4) shall apply mutatis mutandis: 

1. Where the corporation discontinues the business or is dissolved within three years fro

m the date on which it was granted the assets gratuitously: Provided, That this shall n

ot apply where any merged corporation, corporation newly established due to divisio

n or the other party to a division and merger succeeds to such business or there exists 

any inevitable cause as determined by the Presidential Decree such as bankruptcy; 

2. Where the debt ratio of the corporation (excluding any financial institution and small 

and medium enterprise) increases higher than the basic debt ratio during a period of l

ess than three years after the redemption of liabilities to financial institutions; and 

3. Where the corporation fails to transfer assets (excluding money) granted gratuitously 

pursuant to paragraph (1) 3. 

(4) With respect to profit earned by the corporation’s other stockholder as the corporation i

s granted assets by stockholders pursuant to paragraph (1), the provisions of Article 41 of t

he Inheritance Tax and Gift Tax Act shall not apply, except as otherwise included in the co

rporation’s gross income under paragraph (3) 3. 

(5) The financial institutions council or the head of the supervisory agency which approved 

a plan for the improvement of financial structure or a self-rescue plan pursuant to paragrap

h (1) shall submit the contents of such plan and its results of performance under the conditi

ons as prescribed by the Presidential Decree. 

(6) In applying the provisions of paragraphs (1) through (3), the matters regarding the time 

of transfer, the contents and approval for a plan for the improvement of financial structure 

or a self-rescue plan, the calculation of debt ratio and basic debt ratio, or other necessary m

atters shall be determined by the Presidential Decree. 

Article 41-2 (Special Taxation on Assets Donated by Stockholders of Entrusting Compa

nies) 
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(1) In case that stockholders of an entrusting company under the provisions of subparagrap

h 6 of Article 2 of the Act on Protection of Business Sphere of Small and Medium Enterpri

ses and Promotion of Their Cooperation (hereafter, “entrusting company” in this Article) d

onate assets without compensation on or before December 31, 2000, meeting the requireme

nts falling under each of the following subparagraphs, to an entrusted company the provisi

ons of Article 2 subparagraph 6 of the same Act (hereafter, “entrusted company” in this Ar

ticle), the value of such assets (limited to the amount exceeding the operating losses prescri

bed by the Presidential Decree; hereafter, “income accruing from accepting donated assets” 

in this Article) shall not be included in its operating income for the corresponding business 

year and the period of three business years following the closing date of the corresponding 

business year but, the value of such assets shall be included in its operating income for the 

period of the next three business years: 

1. Such entrusting company shall be a corporation which it has filed an application for t

he start of procedures for reorganization under the Company Reorganization Act, an 

application for the start of composition under the Composition Act or an application 

for bankruptcy under the Bankruptcy Act (hereafter, “application for the start of reor

ganization procedures, etc.” in this Article); and 

2. Both entrusting company and entrusted company shall not be the specially related pe

rsons as prescribed in the provisions of Article 52 (1) of the Corporate Tax Act. 

(2) Where such entrusted company discontinues its business or is dissolved before its inco

me accruing from accepting such donated assets is fully included in its operating income p

ursuant to paragraph (1), the entire amount of such income not yet included in its operating 

income shall be fully included in its operating income in computing its income amount of t

he business year belonging to the date on which such cause occurs. 

(3) Where stockholders of a corporation meeting the requirements under paragraph (1) don

ate assets to those employed by such corporation as of the date on which such corporation f

iles an application for reorganization procedures, etc., on or before December 31, 2000, the 

donation tax on the value of such donated assets shall be exempted. 

(4) The Presidential Decree shall prescribe the submission of a detailed statement describin

g such assets donated without compensation and other necessary matters concerning the ap

plication of the provisions of paragraphs (1) through (3). 

Article 42 (Abatement of Transfer Income Tax for Supporting Corporate Mergers, Bus

iness Transfer and Take-Over, etc.) 
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(1) Where an enterprise prescribed in the Presidential Decree transfers its duplicate assets o

r unused assets (hereafter, “duplicate assets, etc.” in this Article) acquired through a merger

, a business transfer, a business take-over, a corporation take-over, etc. or a corporation inc

orporated pursuant to the provisions of Article 38 (2) transfers its duplicate assets, etc., fulf

illing the requirements falling under each of the following subparagraphs, a tax amount equ

ivalent to 50/100 of the transfer income tax or the special surtax payable on the income acc

ruing from the transfer of such duplicate assets shall be reduced or exempted as prescribed 

by the Presidential Decree: <Amended by Act No. 5996 Aug. 31, 1999; Act No. 6045, Dec. 28, 199

9> 

1. The duplicate assets, etc. which are business real estates prescribed in the Presidentia

l Decree (limited to the portion acquired on or before December 31, 2000. In this cas

e, the business real estates acquired through a merger, a business transfer and take-o

ver and investment in kind, etc. shall be based on the date on which the immediately 

preceding owner acquires such business real estates) shall be transferred on or before 

December 31, 1999 according to the corporate restructuring plans prescribed in the P

residential Decree (hereafter, the “corporate restructuring plans” in this Article); and 

2. It shall submit a corporate restructuring plan to and obtain the approval (including ap

proval for modification of the approved matters; hereafter, the same shall apply in th

is Article) from the financial institutions council as determined by the Presidential D

ecree composed of financial institutions which have claims to the enterprise (hereaft

er, the “creditor financial institutions council” in this Article). 

(2) Where an enterprise, the transfer income tax or special surtax pursuant to paragraph (1) 

of which was exempted or reduced falls under any of the following subparagraphs, a tax a

mount calculated under the Presidential Decree shall be collected additionally: 

1. Where it fails to use the money for transfer of real estate within the time limit as dete

rmined by the Presidential Decree under the terms specified in a corporate restructur

ing plan; 

2. Where it discontinues the business or is dissolved within three years from the date of 

transfer of real estate: Provided, That this shall not apply where any merged corporat

ion, corporation newly established due to division, or the other party to division and 

merger succeeds to such real estate or where there exists any inevitable cause as dete

rmined by the Presidential Decree such as bankruptcy; and 

3. For an enterprise which has liabilities, where the enterprise’ debt ratio increases high
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er than the basic debt ratio during a period of less than three years after the transfer o

f real estate. 

(3) The provisions of Article 33 (4) shall apply mutatis mutandis where a tax amount reduc

ed and exempted pursuant to paragraph (1) is collected additionally pursuant to paragraph (

2). 

(4) The financial institutions council which has approved of a corporate restructuring plan s

hall submit the contents of the corporate restructuring plan and the resulting performance o

f the corporation to the head of the tax office of the place of tax payment for the enterprise 

falling under the conditions as prescribed by the Presidential Decree. 

(5) An enterprise which intends to have the provisions of paragraph (1)applied shall make a

n application for reduction and exemption under the conditions as prescribed by the Preside

ntial Decree. 

(6) The matters on the time of transfer, composition of the financial institutions council and 

the contents and approval for a corporate restructuring plan referred to in paragraph (1), lia

bilities, the calculation of debt ratio and basic debt ratio referred to in paragraph (2), or oth

er necessary matters shall be determined by the Presidential Decree. 

Article 43 (Reduction in and Exemption from Transfer Income Tax, etc. on Acquirers o

f Real Estate to be Restructured) 

(1) With respect to income accruing from a transfer of real restate to be reduced in and exe

mpted from transfer income tax or special surtax pursuant to Articles 36 (1), 37 (1), 40 (1) 

and 42 (1) (hereafter, “real estate to be restructured” in this Article) within five years from 

the date on which a person who acquires the real estate to be restructured on or before Dec

ember 31, 1999 transfers it, a tax amount equivalent to 50/100 of transfer income tax or spe

cial surtax shall be reduced and exempted. Where he transfers the real estate to be restructu

red after the elapse of five years from the date of acquisition of such real estate, the amount 

equivalent to 50/100 of transfer income accrued for five years from the date of acquisition 

of the real estate to be restructured shall be subtracted from an income amount subject to tr

ansfer income tax or special surtax. 

(2) A person who intends to have the provisions of paragraph (1) applied shall make an app

lication for reduction and exemption under the conditions as prescribed by the Presidential 

Decree. 

(3) The confirmation of any real estate to be restructured, or calculation of transfer income 

amount accrued for five years from the date of acquisition of such real estate under paragra
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ph (1) or other necessary matters shall be determined by the Presidential Decree. 

Article 44 (Special Case for Taxation of Debt Exemption Income of Corporation under 

Approved Reorganization Plan) 

(1) Where a corporation for which the court has adjudged company reorganization under th

e Company Reorganization Act, the authorization of composition under the Composition A

ct, or the authorization of compulsory composition under the Bankruptcy Act is exempted f

rom part of its liabilities by a financial institution, fulfilling the requirements falling under 

each of the following subparagraphs, an amount equivalent to such exempted liabilities (li

mited to an amount exceeding its operating losses prescribed by the Presidential Decree; he

reafter, “income accruing from exempted debts” in this Article) shall not be included in its 

operating income for the corresponding business year and for the period of three business y

ears after the closing date of the corresponding business year in calculating the amount of i

ts income, but such amount shall be included in its operating income for the next three busi

ness years: 

1. The decision on the authorization of reorganization plan, the authorization of compos

ition and the authorization of compulsory composition shall include the amount of e

xempted liabilities; and 

2. Financial institutions which exempt such liabilities shall not be the specially related p

ersons as prescribed in the provisions of Article 52 (1) of the Corporate Tax Act. 

(2) Where a corporation which has been exempted from its liabilities under the provisions o

f paragraph (1) discontinues its business or is dissolved before it includes the entire amount 

of income accruing from the exemption of its liabilities in its operating income, the entire a

mount of such income shall be included in its operating income in calculating the income a

mount of the business year belonging to the date of occurrence of the cause thereof. 

(3) The financial institutions that have exempted such liabilities under paragraph (1) shall i

nclude an amount equivalent to such exempted liabilities in their operating expenses in com

puting the amount of its income for the corresponding business year. 

(4) The Presidential Decree shall prescribe the submission of a detailed statement on such e

xempted liabilities and other necessary matters concerning the application of the provisions 

of paragraphs (1) through (3). 

Article 45 (Special Taxation on Workouts) 

(1) Where a domestic corporation is reduced in and exempted from its liabilities by a finan

cial institution which has no special relationship (hereafter, “creditor financial institution” i
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n this Article) under a workout program approved (including approval for modification of t

he matters approved) by any creditor financial institutions council or a corporate restructuri

ng commission organized by the corporate restructuring agreement as determined by the Pr

esidential Decree (hereafter,“workout program” in this Article ) on or before December 31, 

1999, it shall include an amount equivalent to liabilities reduced and exempted (limited to a

n amount exceeding a deficit as determined by the Presidential Decree; hereafter, “liability 

decrease” in this Article) in the gross income by applying mutatis mutandis under Article 3

9 (3) in calculating the amount of income. 

(2) Where the corporation discontinues the business or is dissolved before including the lia

bility decrease in full under paragraph (1) in the gross income, it shall include the total amo

unt not included in the gross income in the gross income in calculating an income amount f

or the business year to which such cause occurred. In this case, the provisions of Article 4 (

4) shall apply mutatis mutandis. 

(3) A creditor financial institution which has reduced and exempted liabilities pursuant to p

aragraph (1) shall include the amount equivalent to the liabilities reduced and exempted in t

he expenses in calculating the income amount for the business year. 

(4) Where a domestic corporation which is granted its stocks from stockholders gratuitousl

y under a workout program retires them on or before December 31, 1999, the value for suc

h stocks (limited to an amount exceeding a deficit as determined by the Presidential Decree

) shall not be included in the gross income in calculating an income amount for the busines

s year. In this case, with respect to profits earned by the corporation’s other stockholders, t

he provisions of Article 41 of the Inheritance Tax and Gift Tax Act shall not apply. 

(5) Stockholders who donated stocks pursuant to paragraph (4) shall include the values for 

stocks (referring to book value) in the expenses in calculating an income amount for the bu

siness year. 

(6) With respect to profits earned by other stockholders as a domestic corporation retires pa

rt of its stocks in order to decrease capital under a workout program on or before Decembe

r 31, 1999, the provisions of Article 39 of the Inheritance Tax and Gift Tax Act shall not ap

ply, and in calculating the income amount of its stockholders who have stocks retired for e

ach business year, the provisions of Article 52 of the Corporate Tax Act shall not apply. 

(7) A creditor financial institutions council or a corporate restructuring commission which 

has approved a workout program shall submit the contents of a workout program and its re

sults of performance annually to the head of the tax office of the place of tax payment for t
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he corporation concerned under the conditions as prescribed by the Presidential Decree. 

(8) In applying the provisions of paragraphs (1) through (7), the contents of and approval st

andards for a workout program, the scope of special relationship, the scope of liabilities an

d other necessary matters shall be determined by the Presidential Decree. 

Article 46 (Special Taxation on Stock Exchange between Enterprises) 

(1) Where a stockholder of a corporation (hereafter, “corporation to be exchanged” in this 

Article) affiliated with an enterprise group referred to in subparagraph 2 of Article 2 of the 

Monopoly Regulation and Fair Trade Act (hereafter, “enterprise group” in this Article and 

Article 47) transfers stocks of a corporation to be exchanged to any stockholder of a corpor

ation affiliated with any other enterprise group and takes over stocks of a corporation whic

h took over his stocks or a corporation affiliated with another enterprise group (hereafter, “

exchange and takeover corporation” in this Article) as a consideration for the transfer by D

ecember 31, 1999 and the conditions under the following subparagraphs are met, the amou

nt equivalent to the gains on the transfer of stocks may be deferred from taxation by includ

ing it in the expenses under the conditions as prescribed by the Presidential Decree: 

1. Where the transfer and takeover of stocks are done according to a restructuring impro

vement plan approved by any key creditor financial institution as determined by the 

Presidential Decree and a corporate exchange contract which includes the substance 

of stock transfer and takeover are submitted to the head of the tax office of the place 

of tax payment for the corporation to be exchanged; 

2. Where all the stocks of controlling stockholders and their associated persons as deter

mined by the Presidential Decree (hereafter, “controlling stockholders” in this Articl

e) are transferred and taken over; 

3. Where stocks of the exchange and takeover corporation are distributed to the stockho

lders who transferred stocks of the corporation to be exchanged according to the rati

o of their stockholdings; 

4. Where there are no special relationship as determined by the Presidential Decree bet

ween corporations affiliated with all enterprise groups which participated in the trans

fer and takeover of stocks; and 

5. Where the requirements as determined by the Presidential Decree such as specific ma

nagement and the establishment of a financial improvement plan on the exchange an

d takeover corporation are satisfied. 

(2) With respect to gains accruing as a resident stockholder transfers stocks on hold pursua
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nt to paragraph (1), the amount equivalent to 50/100 of capital gains tax shall be reduced a

nd exempted. 

(3) Where stockholders of a corporation to be exchanged fall under any of the following su

bparagraphs after including the amount equivalent to gains on transfer of stocks in the expe

nses pursuant to paragraph (1), the amount included in the expenses in calculating the inco

me amount for the business year in which such cause occurred shall be included in the gros

s income: 

1. Where a corporation conducting the same type of business as that of an exchanged co

rporation is affiliated with an enterprise group with which the exchange of the corpo

ration was conducted was affiliated within three years from the end of the business y

ear in which they transferred stocks; and 

2. Where the controlling stockholders hold the stocks of a corporation exchanged again 

within three years from the end of the business year in which they transferred stocks. 

(4) Where a person, who had transfer income tax reduced and exempted pursuant to paragr

aph (2), falls under any of subparagraphs of paragraph (3), a tax amount reduced and exem

pted shall be collected in full additionally. In this case, the provisions of Article 33 (4) shal

l apply mutatis mutandis. 

(5) Where the controlling stockholders of a corporation to be exchanged accept and perfor

m the corporation’s liabilities in order to adjust the difference between the prices of stocks 

which they transfer pursuant to paragraph (1) and those of stocks of an exchange and takeo

ver corporation, the amount of liabilities accepted and performed shall be included in the e

xpenses within the limit of the amount as determined by the Presidential Decree in calculat

ing the income amount for controlling stockholders of the corporation to be exchanged und

er the conditions as prescribed by the Presidential Decree. 

(6) A corporation to be exchanged whose liabilities decreased as its liabilities were accepte

d and performed pursuant to paragraph (5) shall include liability decrease (limited to an am

ount exceeding a deficit as determined by the Presidential Decree) in the gross income by 

mutatis mutandis application of the provisions of Article 39 (3) in calculating an income a

mount. 

(7) In including the decreased liability referred to in paragraph (6) in the gross income, wh

ere it discontinues the business or is dissolved before including the total amount in the gros

s income, the amount not included in the gross income in calculating an income amount for 

the business year in which such cause occurred shall be included in the gross income in ful
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l. 

(8) Liabilities (limited to the amount included in the expenses pursuant to paragraph (5)) w

hich the controlling stockholders of a corporation to be exchanged accepted pursuant to par

agraph (5) shall not be included in the borrowings referred to in the main sentence of Articl

e 135. 

(9) Where the controlling stockholders of a corporation to be exchanged donate real estate t

o the corporation in order to adjust the difference between the prices of stocks which they t

ransfer pursuant to paragraph (1) and those of stocks of an exchange and takeover corporat

ion, the book value of such real estate shall be included in the gross income within the scop

e as determined by the Presidential Decree in calculating the income amount for controllin

g stockholders of the corporation to be exchanged under the conditions as prescribed by the 

Presidential Decree. 

(10) The value (limited to the amount exceeding deficit as determined by the Presidential D

ecree) of real estate which a corporation to be exchanged was granted gratuitously pursuant 

to paragraph (9) shall not be included in the gross income in calculating an income amount 

for the business year. 

(11) With respect to profit earned by other stockholders as controlling stockholders accept 

and perform the liabilities of a corporation to be exchanged or donate real estate to the corp

oration pursuant to paragraphs (5) and (9), the provisions of Article 41 of the Inheritance T

ax and Gift Tax Act shall not apply. 

(12) Where a deficiency in assets of a corporation to be exchanged detected in the transfer 

and takeover of the corporation referred to in paragraph (1) is included in the gross income 

and is disposed of pursuant to Article 67 of the Corporate Tax Act, income tax on the amou

nt disposed, notwithstanding the provisions of the Income Tax Act, shall not be taxed at the 

source. 

(13) A person who intends to have the provisions of paragraph (2) appliedshall make an ap

plication for reduction and exemption under the conditions as prescribed by the Presidentia

l Decree. 

(14) A key creditor financial institution which has approved of a plan for structural improv

ement referred to in paragraph (1) 1 shall submit the contents the plan for structural improv

ement and the results annually to the head of the tax office of the place of tax payment und

er the conditions as prescribed by the Presidential Decree. 

(15) In applying the provisions of paragraphs (1) through (14), the calculation of gains on t
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ransfer to be included in the expenses, the contents of and approval standards for a plan for 

structural improvement, submission of business exchange contract and specifications on st

ock transfer and takeover, scope of the type of business, scope of liabilities or other necess

ary matters shall be determined by the Presidential Decree. 

Article 46-2 (Abatement of Transfer Income Tax for Exchange of Stocks, etc. of Ventur

e Enterprises) 

(1) Where stockholders or investors (limited to resident nationals; hereafter, “stockholders, 

etc.” in this Article) of a venture enterprise (hereafter, “enterprise transferring stocks, etc. i

n exchange” in this Article) transfer their stocks or equity shares (hereinafter “stocks, etc.”) 

to another venture enterprise (hereinafter “enterprise accepting stocks, etc. in exchange”) in 

exchange of equity stocks, etc. of such enterprise accepting stocks, etc. in exchange on or b

efore December 31, 2000, fulfilling the requirements falling under each of the following su

bparagraphs, an amount equivalent to 50/100 of the transfer income tax on the income accr

uing from such transfers shall be abated: 

1. Both the enterprise transferring stocks, etc. in exchange and the enterprise accepting 

stocks, etc. in exchange shall promote a strategic business tieup program as prescribe

d by the Presidential Decree and then transfer and accept stocks, etc. according to su

ch program; 

2. Any special relationship prescribed by the Presidential Decree shall not exist betwee

n stockholders, etc. of such enterprise transferring stocks, etc. in exchange and such 

enterprise accepting stocks, etc. in exchange; 

3. The aggregate amount of equity stocks, etc. transferred by stockholders, etc. of such 

enterprise transferring stocks, etc. in exchange shall be equal to the aggregate amoun

t of equity stocks, etc. accepted by tockholders, etc. of such enterprise accepting stoc

ks, etc. in exchange; and 

4. An exchange contract showing the aggregate amount, evaluation, quantities, etc. of s

uch equity stocks, etc. transferred and accepted shall be filed to the heads of tax offic

es having jurisdiction over locations where each of such stockholders pay their taxes

. 

(2) Where a person for whom the transfer income tax is abated pursuant to paragraph (1) fa

lls under any case of the following subparagraphs, the entire amount abated shall be collect

ed retroactively. In this case, the provisions of Article 33 (4) shall apply mutatis mutandis t

o such retroactive collection: 
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1. Where stockholders, etc. of an enterprise transferring stocks, etc. in exchange hold ag

ain stocks, etc. they have transferred such stocks to stockholders of an enterprise acc

epting stocks, etc. within 10 years from the date of such transfer; 

2. Stockholders, etc. of an enterprise transferring stocks, etc. in exchange transfer such s

tocks, etc., accepted from stockholders, etc. of such enterprise accepting stocks, etc. i

n exchange, to a third party, within five years from the date of such transfer; and 

3. Stocks, etc. of an enterprise transferring stocks, etc. in exchange discontinues its busi

ness within three years from the date of the transfer of stocks, etc. 

(3) Any person who intends to be eligible for the tax abatement under the provisions of par

agraph (1) shall file an application for such tax abatement as prescribed by the Presidential 

Decree. 

Article 47 (Special Taxation on Stock Exchange by New Corporations, etc.) 

Where a domestic corporation exchanges all of the stocks of a new corporation or a newly 

established corporation by division (limited to a corporation established by spin-off) under 

Article 38 with stocks of a corporation affiliated with another enterprise group pursuant to 

Article 46 on or before December 31, 1999, the amount which is equivalent to gains on tra

nsfer of assets at the time of the contribution in kind or spin-off and is deferred for taxation 

by including it into the expenses may be deferred for taxation again under the conditions as 

prescribed by the Presidential Decree. 

Article 47-2 (Special Taxation on Succession of Loss Carried Forward in Merger) 

(1) Where a domestic corporation merges with another domestic corporation which is in a s

pecial relationship under the provisions of Article 52 (1) of Corporate Tax Act on or before 

December 31, 1999, meeting the requirements provided in each subparagraph of Article 44 

(1) and Article 45 (1) 2 and 3 of the same Act, notwithstanding the provisions of Article 45 

(1) 1 of the same Act, any deficits of such a merged corporation as of the date of the registr

ation of such merger under the provisons of subparagraph 1 of Article 13 of the same Act m

ay be deducted from the tax base of a joint corporation surviving the merger in each of its b

usiness years within the limit of an amount prescribed in the Presidential Decree under the 

provisions of Article 45 of the same Act. 

(2) Where a domestic corporation merges with another domestic corporation which has no 

special relationship prescribed in the Presidential Decree on or before December 31, 1999 b

y taking over the stocks owned by controlling shareholders of another domestic corporatio

n and specially related persons according to a corporate restructuring plan prescribed in the 
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Presidential Decree after obtaining approval from major creditor financial institutions, the p

rovisions of Article 80 (2) of the Corporate Tax shall not apply to the corresponding stocks

. 

(3) The Presidential Decree shall prescribe the scope of controlling shareholders, specially 

related persons and major financial institutions referred to in paragraph (2), and other neces

sary matters. 

Article 48 (Special Taxation for Financial Institutions) 

(1) With respect to any transfer margin accruing from the transfer of assets by financial ins

titutions prescribed by the Presidential Decree (hereafter, “financial institutions” in paragra

phs (2) and (3)), which such financial institutions acquire on or before December 31, 2000 

to execute their mortgages or recover their credits, and any transfer difference accruing fro

m the transfer of assets by the Korea Asset Management Corporation established under the 

Act on the Effective Management of Insolvent Assets, etc. of Financial Institutions and the 

Establishment of Korea Asset Management Corporation (hereinafter “the Korea Asset Man

agement Corporation”), the Deposit Insurance Corporation established pursuant to the prov

isions of Article 3 of the Depositor Protection Act and reorganizing financial institutions (h

ereinafter “reorganizing financial institutions”) under the provisions of Article 36-3 of the s

ame Act, which such institutions acquire on or before December 31, 2000, a tax amount eq

uivalent to 50/100 of the special surtax shall be reduced or exempted. <Amended by Act No. 6

045, Dec. 28, 1999; Act No. 6073, Dec. 31, 1999> 

(2) The provisions of paragraph (1) shall apply to the case where such assets are transferred 

within two years for a financial institution and within five years for the Korea Asset Manag

ement Corporation, the Deposit Insurance Corporation and the reorganizing financial instit

utions from the date of their acquisition: Provided, That the period may be extend within th

e limit of six months for once where the Presidential Decree so determines. <Amended by Ac

t No. 6045, Dec. 28, 1999; Act No. 6073, Dec. 31, 1999> 

(3) Where any bad debts exceeding the amount of allowance for bad debts account incur to 

a financial institution, the financial institution may, notwithstanding the provisions of the A

ssets Revaluation Act, offset them against asset revaluation surplus within the limits of the 

excess amount under the conditions as prescribed by the Presidential Decree. In this case, t

he amount offset shall be included in the expenses in calculating an income amount for the 

financial institution. 

(4) Any financial institution prescribed by the Presidential Decree may, notwithstanding th
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e provisions of Article 34 of the Corporate Tax Act, include the allowance for bad debts in 

the operating expenses within the limit of an minimum amount accumulated according to t

he accumulation standards for the allowance for bad debts, which are set by the Chairman o

f the Financial Supervisory Commission in calculating the income amount for the business 

year ending on or before December 31, 2000: Provided, That a financial institution, which 

was prevented from applying an amount calculated according to the standard ratio for the li

mit on inclusion of allowance for bad debts in the expenses pursuant to the Corporate Tax 

Act before such Act is amended by Act No. 5581, shall apply it to the business year belong

ing to the date of December 31, 1999. <Amended by Act No. 6045, Dec. 28, 1999> 

Article 49 (Special Taxation of Corporate Tax on Financial Institution Merger) 

(1) Where a financial institution subject to the Act on Structural Improvement of Financial 

Industry (hereafter, “financial institutions” in this Article) is by another financial institution 

and transfers its entire business to another financial institution on or before December 31, 1

999, no income tax or corporate tax shall be imposed on incomes paid to the stockholders, 

employees or investors of such dissolved financial institution under the provisons of Articl

e 17 (2) 3 and 4 of the Income Tax Act or Article 16 (1) 4 and 5 of the Corporate Tax Act, 

and no corporate tax shall be imposed on incomes accrued from the liquidation of the disso

lved financial institution under the provisions of Article 77 of Corporate Tax Act. <Amende

d by Act No. 5996 Aug. 31, 1999> 

(2) Where a financial institution is dissolved by a merger with another financial institution 

on or before December 31, 1999 pursuant to the Act on Structural Improvement of Financi

al Industry, even failing to fulfill the requirements prescribed in Article 45 (1) 2 of Corpora

te Tax Act, any deficits of such a financial institution being dissolved by the merger under t

he provisions of Article 13 (1) of the same Act may be deducted from the tax base of the ta

ke-over financial institution in each of its business years under the provisions of Article 45 

of the same Act. <Newly Inserted by Act No. 5996, Aug. 31, 1999> 

Article 50 (Abatement of Special Surtax for Merger of Financial Institutions) 

(1) With respect to capital gains accruing from which a financial institution falling under a

ny of the following subparagraphs acquires assets as determined by the Presidential Decree 

due to a merger or a total transfer of its operations on or before December 31, 2000 and tra

nsfers them within five years from the date of merger registration or date of total takeover o

f its operations, a tax amount equivalent to 50/100 of special surtax shall be reduced and ex

empted. In this case, the special surtax on capital gains accruing from total transfer of oper
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ations referred to in subparagraph 1, may be subject to the taxation carried forward: <Amen

ded by Act No. 6045, Dec. 28, 1999> 

1. A financial institution which is established, continues to exist or takes over operation

s in whole due to a merger under the Act on the Structural Improvement of the Finan

cial Industry; 

2. A cooperative merged under the Agricultural Cooperatives Merger Promotion Act; a

nd 

3. The National Agriculture Cooperatives Federation established under the Agricultural 

Cooperatives Act. 

(2) Any person who seeks to be eligible for the application of the provisions of paragraph (

1) shall file a detailed description falling under any of the following subparagraphs with res

pect to the assets he intends to transfer to the head of a pertinent tax office within six mont

hs from the date of merger registration, the date of the take-over of whole business or the d

ate of incorporation registration: <Amended by Act No. 5996, Aug. 31, 1999; Act No. 6045, Dec. 

28, 1999> 

1. A detailed statement confirmed by the Chairman of the Financial Supervisory Comm

ission in case of a financial institution; 

2. A detailed statement confirmed by the Cooperative Merger Promotion Council under 

the Agricultural Cooperative Merger Promotion Act in case of a merger of cooperati

ves; and 

3. A detailed statement confirmed by the Minister of Agriculture and Forestry in case o

f the National Agriculture Cooperatives Federation. 

(3) A person who intends to have the provisions of paragraph (1) applied shall make an app

lication for tax reduction and exemption or taxation carried forward. 

Article 51 (Reduction in and Exemption from Special Surtax on Transfer of Real Estat

e Pursuant to Structural Improvement of Financial Industry) 

(1) With respect to capital gains accruing from which an insolvent financial institution refe

rred to in subparagraph 3 of Article 2 of the Act on the Structural Improvement of the Fina

ncial Industry (hereinafter “insolvent financial institution”) transfers its real estate by any ti

mely corrective measures referred to in Article 10 of the said Act (hereafter, “timely correc

tive measures” in this Articles 52, 117, 119 and 120) or any decision on contract transfer re

ferred to in Article 14 (2) of the said Act (hereafter, “decision on contract transfer” in this A

rticle and Articles 52, 117, 119 and 120), the tax amount equivalent to 100/100 of special s
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urtax shall be reduced and exempted. 

(2) With respect to capital gains accruing from which the Korea Deposit Insurance Corpora

tion established under Article 3 of the Depositor Protection Act (hereinafter “the Korea De

posit Insurance Corporation”), a reorganizing financial institution referred to in Article 36-

3 of the said Act (hereinafter “reorganizing financial institution”) or a financial institution r

eferred to in subparagraph 1 of Article 2 of the Act on the Structural Improvement of the Fi

nancial Industry (hereafter, “assuming financial institution” in Article 52) acquires real esta

te from an insolvent financial institution pursuant to a timely corrective measures or a decis

ion on contract transfer and transfers it within five years (referring to an extended period w

here the period is extended within the limit of six months for once only where determined b

y the Presidential Decree) from the date of acquisition of such real estate, the tax amount e

quivalent to 50/100 of special surtax shall be reduced and exempted. <Amended by Act No. 6

045, Dec. 28, 1999> 

(3) In applying the provisions of paragraphs (1) and (2), any application for reduction and e

xemption or other necessary matters shall be determined by the Presidential Decree. 

Article 52 (Special Cases of Imposition of Corporate Tax on Purchases and Assumption

s by Financial Institutions) 

Where an assuming financial institution takes over the liabilities the value of which exceed

s that of assets from an insolvent institution pursuant to any timely corrective measures (li

mited to an order for contract transfer) or a decision on contract transfer and the following r

equirements are met, it shall include an amount exceeding the value of assets taken over am

ong the value of liabilities taken over (hereafter, “net liabilities” in this Article) in the expe

nses in calculating the income amount for the business year: 

1. The assuming financial institution shall be compensated for an amount equivalent to t

he net liabilities by the Korea Deposit Insurance Corporation; and 

2. The value of assets and liabilities taken over by the assuming financial institution sha

ll be the value as confirmed by the Financial Supervisory Service Governor. 

Article 53 Deleted. <by Act No. 6045, Dec. 28, 1999> 

Article 54 (Special Taxation on Corporate Restructuring Mutual Funds) 

(1) Where a corporate restructuring mutual fund referred to in Article 78 (1) of the Mutual 

Fund Act (hereafter, “corporate restructuring mutual fund” in this Article and Articles 117 

and 120) appropriates reserve for investment loss of securities for the expenses by the busi

ness year which ends on or before December 31, 2003 in order to compensate for losses fro
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m an investment in securities issued by a business which is not affiliated with any large ent

erprise group under the Monopoly Regulation and Fair Trade Act pursuant to Article 78 (1

) 1 of the said Act, any amount calculated pursuant to the following subparagraphs, whiche

ver is smaller, shall be included in the expenses in calculating an income amount for the bu

siness year: 

1. An amount calculated by multiplying the amount invested as determined by the Presi

dential Decree by 50/100; and 

2. An amount calculated by subtracting reserve balance for investment loss of securities 

from an amount invested in securities as of the end of the business year: Provided, T

hat where such amount is a negative, it shall be deemed as zero. 

(2) The provisions of Article 17 (2) and (3) shall apply mutatis mutandis to offsetting reser

ve for investment loss of securities against losses, and inclusion of reserve balance in the g

ross income under paragraph (1). 

(3) In case of a transfer of stocks or equities acquired by investing directly in a corporate re

structuring mutual fund, the provisions of subparagraphs 3 and 4 of Article 94 of the Incom

e Tax Act shall not apply to capital gains accruing from such transfer of stocks or equities, 

and the provisions of Article 14 (4) of the Income Tax Act shall not apply to dividends pai

d by a corporate restructuring mutual fund on or before December 31, 2003. 

(4) Where a corporate restructuring mutual fund does not confirm to the requirements liste

d in any of subparagraphs of Article 78 (1) of the Mutual Fund Act (hereafter, “reduction a

nd exemption requirements” in this Article), the provisions of paragraphs (1) through (3), (

5) of this Article and subparagraph 11 of Article 117 shall not apply in the business year co

ncerned. 

(5) Where a corporate restructuring mutual fund pays 90/100 or more of distributable inco

me as determined by the Presidential Decree even if it issues stocks by a method other than 

public offering of new or outstanding stocks referred to in Article 2 (3) and (4) of the Secur

ities and Exchange Act, such an amount shall be deducted from an income amount for the b

usiness year. In this case, the corporate restructuring mutual fund shall make an application 

for income deduction under the conditions as prescribed by the Presidential Decree. 

(6) In applying the provisions of paragraphs (1) through (4), the calculation of amounts inc

luded in the expenses and gross income, reduction and exemption requirements, and other n

ecessary matters shall be determined by the Presidential Decree. 

Article 55 (Special Taxation on Vulture Funds, etc.) 
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(1) With respect to marginal profits accruing from the transfer of stocks or equity shares in

vested by a vulture fund (hereinafter “vulture fund”) established under the Industrial Devel

opment Act and dividend income earned from a company to be restructured on or before D

ecember 31, 2003 shall be exempted from the corporate tax. <Amended by Act No. 6045, Dec. 

28, 1999> 

(2) Where a vulture fund appropriates reserve for investment loss for the expenses by the b

usiness year which ends on or before December 31, 2003 in order to compensate for losses 

from an investment in or assumption of a company to be restructured, any amount calculate

d pursuant to the following subparagraphs, whichever is smaller, shall be included in the ex

penses in calculating an income amount for the business year: <Amended by Act No. 6045, De

c. 28, 1999> 

1. An amount calculated by multiplying the amount invested as determined by the Presi

dential Decree by 50/100; and 

2. An amount calculated by subtracting reserve balance for investment loss from an am

ount invested as of the end of the business year: Provided, That where such amount i

s a negative, it shall be deemed a zero. 

(3) The provisions of Article 17 (2) and (3) shall apply mutatis mutandis to offsetting reser

ve for investment loss against losses, and inclusion of reserve balance in the gross income, 

etc. 

(4) Where a resident transfers stocks first acquired by investing in a vulture fund, the provi

sions of subparagraphs 3 and 4 of Article 94 of the Income Tax Act shall not apply, and the 

provisions of Article 14 (4) of the Income Tax Act shall not apply to dividend income earn

ed from a vulture fund until December 31, 2003. 

(5) A vulture fund which intends to have the provisions of paragraph (2) applied shall subm

it a specification on reserve for investment loss underthe conditions as prescribed by the Pr

esidential Decree. 

(6) In applying the provisions of paragraphs (1) through (5), the calculation of amounts inc

luded in the expenses and gross income or other necessary matters shall be determined by t

he Presidential Decree. 

Article 56 (Reduction in and Exemption from Special Surtax on Special Purpose Comp

anies) 

With respect to capital gains accruing from which a special purpose company referred to in 

subparagraph 5 of Article 2 of the Assets-Backed Securitization Act (including a foreign co
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rporation specializing in assetsbacked Securitizationion operations; hereinafter “special pur

pose company”) acquires real estate from any assets holder by December 31, 2000 and tran

sfers it within five years (referring to an extended period where the period is extended with

in the limits of six months for once only as prescribed by the Presidential Decree) from the 

date of its acquisition, a tax amount equivalent to 50/100 of special surtax shall be reduced 

or exempted. <Amended by Act No. 6045, Dec. 28, 1999> 

Article 57 (Revertible Business Year for Profit and Loss Derived from Investments in S

ecurities Market Stabilization Fund, etc.) 

The revertible business year for profit and loss derived by the investment of a corporation i

n a cooperative, established for the stabilization of any securities market or securities inves

tment trust market through investments in listed securities, which is determined by the Pres

idential Decree by December 31, 2003 shall be a business year in which the cooperative dis

tributes such profit and loss to the corporation, notwithstanding the provisions of Article 40 

of the Corporate Tax Act. 

Articles 58 and 59 Deleted. <by Act No. 5996, Aug. 31, 1999> 

Article 60 (Abatement and Exemption of Transfer Margin Tax, etc. for Relocating Fact

ory to Local Areas) 

(1) The tax on the income accrued from the transfer of a factory in a large city may be abat

ed, exempted or deferred according to one of the following methods when a national who h

as conducted a business with a factory in a large city (hereafter, “factory in a large city” in 

this Article) transfers the factory site and buildings in order to relocate it to a local area oth

er than large city areas (hereinafter “local area”) by December 31, 2000: <Amended by Act N

o. 5996 Aug. 31, 1999> 

1. Where the machines and equipment of a local factory (meaning a factory which is ne

wly acquired to locate it to a local area) are acquired by using the transfer price of th

e sites and buildings of the large city factory (hereinafter the “transfer price of large 

city factory”), the method of reducing and exempting the tax amount equivalent to 5

0/100 of transfer income tax or special surtax under the conditions as determined by 

the Presidential Decree; and 

2. Where the buildings and sites are acquired by using the transfer price of the large city 

factory, the method of deferring taxation under the conditions as determined by the P

residential Decree. 

(2) Any transfer margin accruing from the transfer of a factory site and building of a large c
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ity by a native under the provisions of paragraph (1) may not be included into his operating 

income of the corresponding business year within the limit of an amount which is deducted 

by deficits carried forward under the provisions of Article 13 (1) of the Corporate Tax Act 

as of the closing date of the business year immediately preceding the business year belongi

ng to the transfer date and is calculated as prescribed by the Presidential Decree. In this cas

e, the said amount shall be included into the operating income evenly for the period of thre

e business years from the business year belonging to the date of the third year after the clos

ing date of the business year belonging to the date of such transfer. <Newly inserted by Act N

o. 5996, Aug. 31, 1999> 

(3) Where a national who has transfer income tax or special surtax reduced or exempted or 

has taxation deferred pursuant to paragraph (1) fails to start the business by acquiring a loc

al factory under the conditions as determined by the Presidential Decree, the tax amount ca

lculated under the conditions as determined by the Presidential Decree shall be collected ad

ditionally. 

(4) Where a domestic corporation subject to the application of the provisions of paragraph (

2) comes subject to the application of the provisions of paragraph (3), discontinues its busi

ness or is dissolves before such deferred amount is fully included in its operating income, a

n amount calculated as prescribed by the Presidential Decree from among the amount not i

ncluded into the operating income shall be included into the operating income. In this case, 

the provisions of the partial main sentence, other than each subparagraph, of Article 4 (4) s

hall apply mutatis mutandis to the amount included into the operating income (excluding a

ny amount included into the operating income after such domestic corporation discontinues 

its business or is dissolved through a merger or a spin-off and a spin-off merger). <Newly In

serted by Act No. 5996, Aug. 31, 1999> 

(5) The provisions of Article 33 (4) shall apply mutatis mutandis to the case where the tax a

mount which has been abated, exempted or deferred under paragraph (1) is collected retroa

ctively pursuant to paragraph (3). <Amended by Act No. 5996, Aug. 31, 1999> 

(6) Where a person wishes to get tax abatement, etc. pursuant to the provisions of paragrap

hs (1) and (2), he shall make an application for tax abatement, exemption or deferment as p

rescribed by the Presidential Decree. <Amended by Act No. 5996, Aug. 31, 1999> 

Article 61 (Abatement and Exemption of Special Surtax on Corporate Headquarters R

elocated from Seoul Metropolitan Area to other Area) 

(1) The tax amount payable on the income accrued to a corporation from its transfer of lan
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d and buildings belonging to its headquarters or principal office for its relocation from the 

Seoul metropolitan area as prescribed by the Presidential Decree (hereinafter “Seoul metro

politan area”) to an area outside the Seoul metropolitan area by December 31, 2000 may be 

abated, exempted or deferred according to the following methods: <Amended by Act No. 5996

, Aug. 31, 1999> 

1. Where the machines and equipment of the headquarters or principal office outside th

e Seoul Metropolitan Area are acquired by using the transfer price of the sites and bu

ildings of the headquarters or principal office in the Seoul Metropolitan Area (hereaf

ter, “transfer price of the headquarters in the Seoul Metropolitan Area” in this Articl

e), the method of reducing and exempting the tax amount equivalent to 50/ 100 of sp

ecial surtax under the conditions as determined by the Presidential Decree; and 

2. Where the sites and buildings of the headquarters or principal office of the area outsi

de the Seoul Metropolitan Area are acquired by using the transfer price of the headq

uarters in the Seoul Metropolitan Area, the method of deferring taxation under the co

nditions as determined by the Presidential Decree. 

(2) Where a corporation which has the special surtax reduced or exempted, or has the taxat

ion deferred under paragraph (1) falls under the following subparagraphs, the tax amount c

alculated under the conditions as determined by the Presidential Decree shall be collected a

dditionally: 

1. Where it fails to relocate its headquarters or principal office to a local area under the 

conditions as prescribed by the Presidential Decree; 

2. Where it sets up offices beyond the standards under the Presidential Decree in the Se

oul Metropolitan Area; and 

3. Where it employs the proceeds accruing from disposal of the site and building of its h

eadquarters or principal office in the Seoul Metropolitan Area for a purpose other tha

n that as prescribed by the Presidential Decree. 

(3) Any margin accruing from the transfer of a head office or a main office may not be incl

uded into the operating income of the corresponding business year within the limit of an am

ount which is deducted by deficits carried forward as of the closing date of the business ye

ar immediately preceding the business year belonging to the date of such transfer under the 

provisions of subparagraph 1 of Article 13 of the Corporate Tax Act and is calculated as pr

escribed by the Presidential Decree. In this case, the said amount shall be included into the 

operating income evenly for the period of three business years from the business year belo
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nging to the date of the third year after the closing of the business year belonging to the dat

e of such transfer. <Newly Inserted by Act No. 5996, Aug. 31, 1999> 

(4) The provisions of Article 33 (4) shall apply mutatis mutandis to the case where the tax a

mount which is reduced or exempted or deferred under the provisions of paragraph (1) is c

ollected additionally under the provisions of paragraph (2). 

(5) Where a corporation whose tax has been deferred pursuant to paragraph (3) or its busin

ess is discontinued or is dissolved before the deferred amount is fully included in its operat

ing income or any of the reasons for additional collection occur, an amount calculated purs

uant to the Presidential Decree from among such outstanding amount shall be added to its o

perating income of the business year belonging to the date of the occurrence of such reason

s. In this case, the provisions of the partial main sentence other than each subparagraph of 

Article 4 (4) shall apply mutatis mutandis to an amount included in the operating income (e

xcluding any amount included in the operating income following the business discontinuati

on or dissolution due to a merger, a spin-off or a spin-off merger). <Newly Inserted by Act No

. 5996, Aug. 31, 1999> 

(6) Where a person wishes to get tax credit pursuant to the provisions of paragraphs (1) and 

(3), he shall file an application for tax abatement, exemption or deferment as prescribed by 

the Presidential Decree. <Amended by Act No. 5996, Aug. 31, 1999> 

Article 62 (Tax Credit for Investment in Equipment of Enterprise Relocated to Local A

rea) 

(1) Where a national starts the business in a local area after relocating all of his factory faci

lities which he had operated in a large city, as prescribed by the Presidential Decree, makes 

investments in new assets (excluding investment in used facilities) in order to use them dir

ectly in the relocated factory on or before December 31, 1999, the amount equivalent to 10

/100 of the investment amount shall be deducted from the income tax (limited to the incom

e tax on the business income) or corporate tax for the tax year where belongs the day on w

hich such investment is completed. <Amended by Act No. 5996 Aug. 31, 1999> 

(2) Where a corporation relocates its headquarters or principal office from the Seoul metro

politan area to a local area outside the Seoul metropolitan area and acquires a new building 

used for its headquarters or principal office as prescribed by the Presidential Decree by De

cember 31, 2000, the amount equivalent to 10/100 of the amount used for such building ac

quisition as prescribed by the Presidential Decree shall be deducted from the corporate tax i

n the tax year where belongs the day on which the acquisition is made. <Amended by Act No. 
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5996 Aug. 31, 1999> 

(3) Where a person wishes to get tax credit pursuant to the provisions of paragraphs (1) and 

(2), he shall apply for the tax credit as prescribed by the Presidential Decree. 

Article 63 (Abatement and Exemption of Tax Amount for Small and Medium Enterpri

ses Relocated to Areas Outside Seoul Metropolitan Area) 

(1) Where a small and medium enterprise, which has been operated by a national for two y

ears from its start-up, relocates its entire factory facilities which it has operated in the Seou

l metropolitan area (limited to the case where its headquarters or principal office is also rel

ocated together with the factory facilities if its headquarters or principal office has been loc

ated in the Seoul metropolitan area) to an area outside the Seoul metropolitan area as presc

ribed by the Presidential Decree, and starts its business operation on or on or before Decem

ber 31, 2000, a tax amount equivalent to 100/100 of the income or corporate tax payable on 

any income accruing from the relocated factory shall be exempted in the tax year belonging 

to the date of such relocation and also in the tax year ending within three years from the op

ening day of the following tax year, and 50/100 of the income or corporate tax thereon shal

l be abated in the tax year ending within five years thereafter. <Amended by Act No. 5996 Aug

. 31, 1999> 

(2) Where any person wishes to get tax abatement or exemption pursuant to the provisions 

of paragraph (1), he shall make an application for tax abatement or exemption as prescribe

d by the Presidential Decree. 

Article 63-2 (Temporary Special Tax Abatement, etc. for Corporations’ Factory and H

ead Office Relocated to Areas Outside Seoul Metropolitan Life Zone) 

(1) The corporate tax or special surtax payable by a corporation meeting the requirements f

alling under each of the following subparagraphs (hereafter, “corporation relocated to areas 

outside Seoul metropolitan life zone” in this Article) may be abated or exempted pursuant t

o the provisions of paragraphs (2) through (4): 

1. A corporation shall have continuously carried on the business with factory facilities f

or not less than 5 years or maintained its head or principal office (hereafter, “head of

fice” in this Article) in the overopulation control zone (hereafter, the “over-populatio

n control zone” in this Article) under the provisions of Article 6 (1) 1 of the Seoul M

etropolitan Area Readjustment Planning Act; and 

2. A corporation shall have relocated its entire factory facilities or its head office to oth

er area (limited to an industrial complex under the Industrial Sites and Development 
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Act in case that such factory facilities are relocated to any metropolitan city: the sam

e in this Article shall apply) than the Seoul metropolitan life zone prescribed by the P

residential Decree (hereinafter the “Seoul metropolitan life zone”) and then commen

ced its business by December 31, 2002 as prescribed by the Presidential Decree. 

(2) Any corporation relocated to an area other than the Seoul metropolitan life zone shall b

e exempted from the income falling under any of the following subparagraphs for the first t

ax year belonging to the date of such relocation, the entire corporate tax for the tax year en

ding within five years from the date of beginning of the tax year following the first tax year 

and a tax amount equivalent to 50/100 of the corporate tax for the tax year ending within fi

ve years thereafter: 

1. Income generated from a factory in case of the relocation of such factory; 

2. Income equivalent to an amount that derives from the multiplication of the income ge

nerated from the corresponding business operation (excluding the difference accruin

g from transfer of land and buildings) by the percentage of the total amount of annua

l salaries paid to the employees working at the head office relocated to an area other 

than the Seoul metropolitan life zone to the total amount of annual salaries paid to th

e entire employees of such a corporation in case of the relocation of its head office; a

nd 

3. Income equivalent to the amount computed adding such incomes as prescribed in par

agraphs (1) and (2) in case that both the factory and head office are relocated togethe

r: such amount shall be within the limit of its annual operating income of the corresp

onding tax year. 

(3) The provisions of Article 60 (2), (4), (6) or Article 61 (3), (5) or (6) shall apply mutatis 

mutandis to the corporate tax payable on the difference accruing from the transfer of a fact

ory or head office in the over-population control zone by a corporation relocated to other ar

ea than the Seoul metropolitan life zone. In this case, a “factory in a major city” and the “h

ead office or principal office in the Seoul metropolitan area” shall be deemed a “factory in t

he over-population control zone” and the “head office in the over-population control zone” 

respectively. 

(4) The taxation of special surtax payable on the difference accruing from the transfer of sit

es or buildings belonging to a factory or head office in the over-population control zone by 

a corporation relocated to an area other than the Seoul metropolitan life zone shall be either 

deferred or exempted pursuant to the provisions of the following subparagraphs: Provided, 
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That the same shall not apply to the case where the special surtax is deferred or exempted u

nder the provisions of Articles 60 (1) and 61 (1): 

1. The special surtax shall be deferred as prescribed by the Presidential Decree in case t

hat a corporation acquires new cites of land or buildings in an area other than the Se

oul metropolitan life zone with the value accruing from the transfer of its factory or t

he cites of its buildings in the over-population control life zone; and 

2. A tax amount equivalent to 50/100 of the special surtax shall be reduced or exempted 

from the income which is not made subject to the application of the taxation deferme

nt referred to in paragraph (1). 

(5) Where any corporation which has been relocated to an area other than the Seoul metrop

olitan life zone and has been made subject to the application of the deferment, reduction or 

exemption of taxation under the provisions of paragraphs (2) and (4) falls under any case o

f the following subparagraphs, an tax amount computed as prescribed by the Presidential D

ecree shall be collected retroactively: 

1. Where such a corporation discontinues its corresponding business or is dissolved wit

hin three years from the date on which it relocates its factory or head office and then 

commences its business: Provided, That the same shall not apply to the case where s

uch corporation is merged, divided or merged after division; 

2. Where such corporation fails to commence its business operation after relocating its f

actory or head office to an area outside the Seoul metropolitan life zone as prescribe

d by the Presidential Decree; 

3. Where such corporation establishes another factory or head office in the Seoul metro

politan life zone to produce the same products as those which were produced at the f

actory relocated under paragraph (1) within the period during which its tax is abated 

or exempted pursuant to paragraph (2); 

4. Where such corporation fails to spend the proceeds from sales of its factory, or sites o

f its head office and buildings in the over-population control zone for purposes presc

ribed by the Presidential Decree; and 

5. Where a corporation establishes another office of a size exceeding the standards as pr

escribed by the Presidential Decree in the Seoul metropolitan life zone in case that it

s head office is relocated. 

(6) The provisions of Article 33 (4) shall apply mutatis mutandis to the case where taxes de

ferred, abated or exempted pursuant to paragraph (2) or (4) is collected retroactively pursua
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nt to paragraph (5). 

(7) The Presidential Decree shall prescribe the method of calculating periods, the scope of s

alary, application for such tax abatement, exemption or deferment and other necessary matt

ers. 

Article 64 (Reduction and Exemption of Tax Amount for Enterprise, etc. Housed in Ag

ricultural and Industrial Complex) 

(1) For a national operating the agricultural and fishing villages income source developmen

t projects in the complex as prescribed by the Presidential Decree among the agricultural a

nd industrial complexes under the Industrial Sites and Development Act and a small and m

edium enterprise conducting a business in the zone or area as prescribed by the Presidential 

Decree among the development promotion zone and the small and medium enterprise speci

al support area under Articles 9 and 50 of the Balanced Regional Development and Suppor

t for Local Small and Medium Enterprises Act until December 31, 2000, the income tax or 

corporate tax on any income accruing from such project or business shall be reduced or exe

mpted by applying mutatis mutandis under the provisions of Article 6 (1). 

(2) Where any person wishes to have the provisions of paragraph (1) applied, he shall appl

y for the reduction or exemption under the provisions of the Presidential Decree. 

Article 65 (Tax Reduction and Exemption, etc. for Construction of New Hospital in Un

derprivileged Area in Medical Service) 

(1) For a national opening a hospital (including the dental and herbal medicine clinics; here

inafter “hospital”), or general hospital(hereinafter “general hospital”) under the Medical Se

rvice Act by December 31, 2000 and conducting the medical business in the underprivilege

d area in medical service as prescribed by the Presidential Decree (hereinafter “underprivil

eged area in medical service”), the income tax or corporate tax on any income accruing fro

m the hospital or general hospital shall be reduced or exempted by applying mutatis mutan

dis to the provisions of Article 6 (1). 

(2) Where a national operating a hospital or general hospital makes any investment in such 

facilities as prescribed by the Presidential Decree by December 31, 2000 to open the hospit

al or general hospital in an underprivileged area in medical service, the amount equivalent t

o 3/100 of the investment amount shall be deducted from the income tax (limited to the inc

ome tax on the business income) or corporate tax in the taxable year including the day on w

hich the investment is completed. 

(3) Where a person wishes to have the provisions of paragraph (1) or (2) applied, he shall a
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pply for the reduction or exemption or the tax credit under the conditions as prescribed by t

he Presidential Decree. 

Article 66 (Exemption, etc. of Corporate Tax for Incorporated Farming Cooperative, et

c.) 

(1) For an incorporated farming cooperative under the Act on the Special Measures for De

velopment of Agricultural and Fishing Villages (hereinafter “incorporated farming coopera

tive”), the whole of the income as provided in Article 198 (1) of the Local Tax Act (herein

after “farmland income”) and the amount of the income other than the farmland income fal

ling within the limit as prescribed by the Presidential Decree shall be exempted from the co

rporate tax until the business year which ends on or before December 31, 2003. 

(2) For the whole of the dividend income accruing from the farmland income and the amou

nt of the dividend income accruing from income other than the farmland income out of tho

se paid by an incorporated farming cooperative to its members until December 31, 2003, th

e amount falling within the limit as prescribed by the Presidential Decree shall be exempte

d from income tax. In this case, the dividend income accruing from the farmland income an

d that accruing from the income other than the farmland income shall be calculated under t

he conditions as prescribed by the Presidential Decree. 

(3) Notwithstanding the provisions of Article 129 of the Income Tax Act, the withholding t

ax rate of the income tax on dividend income other than that exempted from the income tax 

under paragraph (2) out of that paid by an incorporated farming cooperative to its members 

until December 31, 2003 shall be 5/100, the resident tax is not imposed thereon, and the pr

ovisions of Article 14 (2) of the Income Tax Act shall not apply to such dividend income. 

(4) Any income accruing from any farmland contributed in kind by a farmer as prescribed b

y the Presidential Decree to an incorporated farming cooperative until December 31, 2003 s

hall be exempted from the transfer income tax. 

(5) Where a person who is exempted from the transfer income tax under paragraph (4) tran

sfers the contribution shares to another person within three years after the date of contributi

on, the tax amount calculated under the conditions as prescribed by the Presidential Decree 

shall be collected additionally: Provided, That if it is prescribed by the Presidential Decree, 

this shall not apply. 

(6) The provisions of Article 33 (4) shall apply mutatis mutandis where the transfer income 

tax exempted under paragraph (4) is collected additionally under the main sentence of para

graph (5). 
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(7) Where a person wishes to have the provisions of paragraphs (1), (2) and (4) applied, he 

shall apply for the exemption under the conditions as prescribed by the Presidential Decree

. 

Article 67 (Exemption, etc. of Corporate Tax for Incorporated Fishing Cooperatives, et

c.) 

(1) For any incorporated fishing cooperative under the Fisheries Act (hereinafter “incorpor

ated fishing cooperative”), the amount within the limit as determined by the Presidential D

ecree from among income of each business year until the business year which ends on or b

efore December 31, 2003 shall be exempted from corporate tax. 

(2) The amount within the limit as determined by the Presidential Decree from among divi

dend income paid by an incorporated fishing cooperative until December 31, 2003 to its m

embers shall be exempted from income tax. 

(3) Notwithstanding the provisions of Article 129 of the Income Tax Act, the withholding t

ax rate of income tax on dividend income other than that exempted from income tax pursua

nt to paragraph (2) from among dividend income paid by an incorporated fishing cooperati

ve until December 31, 2003 to its members shall be 5/100, no resident tax shall be levied th

ereon, and the provisions of Article 14 (2) of the Income Tax Act shall apply to such divide

nd income. 

(4) Any income accruing from any fishing land, etc. as determined by the Presidential Decr

ee contributed in kind by a fisherman as prescribed by the Presidential Decree to an incorp

orated fishing cooperative until December 31, 2003 shall be exempted from transfer incom

e tax. 

(5) Where a person who has been exempted from transfer income tax pursuant to paragrap

h (4) transfers his contribution shares to any other person within three years from the date o

f contribution, the amount calculated under the conditions as determined by the Presidentia

l Decree shall be collected additionally: Provided, That this shall not apply to cases as dete

rmined by the Presidential Decree. 

(6) The provisions of Article 66 (6) and (7) shall apply mutatis mutandis to the application 

for exemption referred to in paragraphs (1), (2) and (4) and the additional collection of tax 

amount referred to in the main sentence of paragraph (5). 

Article 68 (Tax Reduction and Exemption for Agricultural Company) 

(1) For an agricultural company as prescribed by the Act on the Special Measures for Deve

lopment of Agricultural and Fishing Villages (hereinafter “agricultural company”), the cor
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porate tax on any income accruing from the farmland shall be exempted until the business y

ear which ends December 31, 2003 and the corporate tax on any income accruing from a so

urce other than the farmland income shall be reduced or exempted by applying mutatis mut

andis to the provisions of Article 6 (1). 

(2) Any income accruing from any farmland contributed in kind until December 31, 2003 b

y a farmer as prescribed by the Presidential Decree to an agricultural company (limited to t

he company meeting the requirements necessary for a farming corporation pursuant to the 

Farmland Act) shall be exempted from the transfer income tax. In this case, the provisions 

of Article 66 (5) through (7) shall apply mutatis mutandis. 

(3) Where a corporation wants to have the provisions of paragraph (1) applied, it shall appl

y for the reduction or exemption under the conditions as prescribed by the Presidential Dec

ree. 

Article 69 (Exemption of Transfer Income Tax, etc. for Self-Cultivating Farmland) 

(1) Any income accruing from a transfer of the land as prescribed by the Presidential Decre

e, which has been cultivated directly by a person falling under any of the following subpara

graphs for consecutive eight or more years and is subject to the farmland tax (including any 

land which is subject to the nontaxation, reduction, exemption, and non-collection of a pett

y sum), shall be exempted from the transfer income tax or the special surtax: 

1. A resident living at the place where the farmland is located under the Presidential De

cree; and 

2. A corporation or an incorporated farming cooperative prescribed by the Presidential 

Decree operating agricultural production as a main business. 

(2) Where a person desires to have the provisions of paragraph (1) applied, he shall apply f

or the exemption under the conditions as prescribed by the Presidential Decree. 

Article 70 (Reduction and Exemption of Transfer Income Tax, etc. on Transfer of Ranc

h Run) 

(1) With respect to any income accruing from a transfer of land, etc. within the limit as det

ermined by the Presidential Decree by a national who has run a ranch for consecutive ten o

r more years (hereinafter “old ranch”) until December 31, 2000 in order to relocate it to a n

ew ranch (hereinafter “new ranch”), the tax amount may be reduced or exempted or the tax

ation may be deferred according to the following methods: 

1. Where the new ranch’s fixed assets used for business (excluding assets subject to the 

application of subparagraph 2) are acquired by using the transfer price of the old ran
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ch’s land, etc., the method of reducing or exempting the tax amount equivalent to 50

/100 of transfer income tax or special surtax under the conditions as determined by t

he Presidential Decree; and 

2. Where the new ranch’s land, etc. is acquired by using the transfer price of the olds ra

nch’s lands, etc., the method of deferring taxation under the conditions as determine

d by the Presidential Decree. 

(2) Where a national who has tax amount reduced or exempted or has taxation deferred pur

suant to paragraph (1) fails to start business by relocating the ranch under the conditions as 

determined by the Presidential Decree, the tax amount calculated under the conditions as d

etermined by the Presidential Decree shall be collected additionally. 

(3) The provisions of Article 33 (4) shall apply mutatis mutandis where the tax amount red

uced or exempted or deferred under paragraph (1) is collected additionally under paragraph 

(2). 

(4) A person who intends to have the provisions of paragraph (1) applied shall make an app

lication for the reduction or exemption of the tax amount or an application for deferment of 

taxation under the conditions as determined by the Presidential Decree. 

(5) The scope of fixed assets used for business referred to in paragraph (1) 1 shall be deter

mined by the Presidential Decree. 

Article 71 (Reduction and Exemption of Transfer Income Tax, etc. on Transfer of Fact

ory Operated for Five Years or More) 

(1) With respect to any income accruing from a transfer of land, etc. by a national who has 

operated a factory for consecutive five years or more (hereafter, “old factory” in this Articl

e) until December 31, 2000 in order to relocate it to a new factory (hereafter, “new factory” 

in this Article), the tax amount may be reduced or exempted or the taxation may be deferre

d according to the following methods: 

1. Where the machines and equipment of the new factory are acquired by using the tran

sfer price of the old factory’s land, etc., the method of reducing and exempting the ta

x amount equivalent to 50/100 of transfer income tax or special surtax under the con

ditions as determined by the Presidential Decree; and 

2. Where the sites and building of the new factory are acquired by using the transfer pri

ce of the old factory’s land, etc., the method of deferring taxation under the conditio

ns as determined by the Presidential Decree. 

(2) Where a person who has transfer income tax or special surtax reduced or exempted or h
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as taxation deferred fails to start business by relocating the factory under the conditions as 

determined by the Presidential Decree, the tax amount calculated under the conditions as d

etermined by the Presidential Decree shall be collected additionally. 

(3) The provisions of Article 33 (4) shall apply mutatis mutandis where the tax amount red

uced or exempted, or deferred under paragraph (1) is collected additionally under paragrap

h (2). 

(4) A person who intends to have the provisions of paragraph (1) applied shall make an app

lication for the reduction or exemption of the tax amount or an application for deferment of 

taxation under the conditions as determined by the Presidential Decree. 

Article 72 (Special Cases of Imposition of Corporate Tax on Incorporated Cooperative) 

(1) Notwithstanding the provisions of Articles 13 and 55 of the Corporate Tax Act, the cor

porate tax on any income of a corporation falling under any of the following subparagraphs 

in each business year shall be the amount calculated by applying the tax rate of 12/100 to t

he net profit for the then-current period (referring to the net profit for the then-current perio

d without deducting the corporate tax, etc.) in the financial statements for the settlement of 

accounts of the corporation, and such tax shall be imposed until December 31, 2003 (herei

nafter “imposition of tax on the net profit for the then-current period”): Provided, That whe

re the corporation waives the application of the imposition of tax on the net profit for the th

en-current period under the provisions of the Presidential Decree, the imposition of tax on t

he net profit for the then-current period shall not be applicable in the business years thereaf

ter: <Amended by Act No. 6045, Dec. 28, 1999> 

1. Credit cooperatives established under the Credit Cooperatives Act, and the Saemaul s

avings depository established under the Saemaul Savings Depository Act; 

2. Local and special cooperatives organized under the Agricultural Cooperatives Act; 

3. Deleted; <by Act No. 6045, Dec. 28, 1999> 

4. Fisheries cooperatives by district and business category, and fisheries cooperatives m

anufacturing marine products (including a mutual loan club of a fishing village) esta

blished under the Fisheries Cooperatives Act; 

5. Cooperatives, business cooperatives, and the federation of cooperatives established u

nder the Small and Medium Enterprise Cooperatives Act; 

6. Forestry cooperatives (including a mutual loan club of a forestry) established under t

he Forestry Cooperatives Act; 

7. Tobacco producers cooperatives organized under Tobacco Producers Cooperatives A
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ct; and 

8. Deleted. <by Act No. 6045, Dec. 28, 1999> 

(2) The provisions of Articles 4 through 14, 22 through 27, 30, 31 (4) through (6), 32 (4), 3

4, 58, 59, 62 through 68, 94, 95, 101 through 103 shall not apply to the corporations under 

paragraph (1). 

(3) The corporations as referred to in subparagraphs of paragraph (1) (excluding those whic

h waive the application of the imposition of tax on the net profit for the then-current period 

under the proviso of paragraph (1)) may be granted not to keep books under a double entry 

system. 

Article 73 (Special Cases of Inclusion of Contribution in Expenses) 

(1) Where a national disburses the contributions falling under any of the following subpara

graphs until December 31, 2000, such contributions shall be included in the expenses withi

n the limit of the amount calculated by deducting the deficit carried forward from the inco

me amount, in calculating the income amount in the then-current taxable year: <Amended by 

Act No. 5960, Mar. 31, 1999; Act No. 6045, Dec. 28, 1999; Act No. 6136, Jan. 12, 2000> 

1. An amount contributed as a culture and arts promotion fund under the Culture and A

rts Promotion Act; 

2. A contribution disbursed as equipment, educational or research expenses to private s

chools under the Private School Act, technical colleges under the Technical College 

Act, the national university hospitals under the Act on the Establishment of National 

UniversityAffiliated Hospitals, and Seoul National University Hospital under the Est

ablishment of Seoul National University Hospital Act; 

3. A contribution disbursed by an enterprise to an intra-company labor welfare fund for 

improving the welfare of employees under the IntraCompany Labor Welfare Fund A

ct; 

4. A contribution disbursed to the Independence Memorial Hall established under the In

dependence Memorial Hall Act; 

5. A contribution disbursed for the 14th Busan Asian Games Organizing Committee wh

ich is an incorporated foundation established with the permission of the competent M

inister under Article 32 of the Civil Act (hereinafter the “Busan Asian Games Organi

zing Committee”); 

6. A contribution disbursed for the 4th Kangwon Winter Asian Games Organizing Com

mittee which is an incorporated foundation established with the permission of the co
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mpetent Minister under Article 32 of the Civil Act (hereinafter the “Winter Asian Ga

mes Organizing Committee”); 

7. A contribution disbursed to the Korean Organizing Committee for the 2002 FIFA W

orld Cup Korea and Japan which is an incorporated foundation established with perm

ission of the competent Minister under Article 32 of the Civil Act (hereinafter the “O

rganizing Committee for the 2002 World Cup”); 

8. A contribution disbursed to specific research institutes (including their joint manage

ment organizations) under the Support of Specific Research Institutes Act, the Korea 

Institute of Industrial Technology established under the Act on Establishment, Opera

tion and Fosterage of Government-Invested Research Institutes and the Specialized I

ndustrial Technology Research Institute established under the Act on Establishment 

of Industrial Technology Foundation; 

9. A contribution disbursed for any social welfare community fund-raising association e

stablished under the Social Welfare Community FundRaising Act; 

10. A contribution disbursed to such research institutes as prescribed under the Presiden

tial Decree among the government-invested research institutes established under the 

Act on Establishment, Operation and Fosterage of Government-Invested Research In

stitutes (limited to such specific research institutes, specialized research institutes, an

d their attached research institutes falling under the category of the government-inve

sted research institutes established under the previous Act on Support of Specific Re

search Institutes prior to the enforcement of the foregoing Act promulgated under Ac

t No. 5733); and 

11. A contribution disbursed to the Educational Broadcasting System established under 

the Educational Broadcasting System Act. 

(2) Where the Labor Welfare Corporation established under the Industrial Accident Compe

nsation Insurance Act contributes any assets to the Industrial Accident Medical Board esta

blished under the said Act until December 31, 2000, the value of such contributed assets sh

all be included in the expenses in calculating the income amount in the then-current taxable 

year. In this case, the value of the contributed assets other than money shall be subject to th

e book value at the time of contribution. 

Article 74 (Special Cases of Inclusion of Reserve for Proper Purpose Business in Expen

ses) 

(1) In applying the provisions of Article 29 of the Corporate Tax Act to a corporation fallin
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g under any of the following subparagraphs until the business year which ends on or before 

December 31, 2003, any income accruing from its profit-making business (limited to the pr

oper purpose business in case of subparagraphs 5 and 6) may be included in the expenses a

s reserve funds for its proper purpose business, notwithstanding the provisions of paragrap

h (1) 4 of the same Article of the same Act: 

1. School corporations as prescribed by the Private School Act; 

2. Social welfare corporations as prescribed by the Social Services Act; 

3. National university hospitals as prescribed by the Act on the Establishment of Nation

al University-Affiliated Hospitals, and the Seoul National University Hospital as pre

scribed by the Establishment of Seoul National University Hospital Act; 

4. Busan Asian Games Organizing Committee; 

5. A corporation operating a library registered under the Library and Reading Promotio

n Act; 

6. A corporation operating a museum or art gallery registered under the Museum and A

rt Gallery Support Act; 

7. A corporation which is permitted or authorized as a cultural and arts organization fro

m the Government and prescribed by the Presidential Decree; 

8. The Winter Asian Games Organizing Committee; and 

9. The Organizing Committee for the 2002 World Cup. 

(2) In applying the provisions of Article 29 of the Corporate Tax Act to a corporation fallin

g under any of the following subparagraphs until the business year which ends on or before 

December 31, 2003, any income accruing from its profit-making business may be included 

in the expenses as reserves for its proper purpose business under the conditions as prescrib

ed by the Presidential Decree: 

1. National Agricultural Cooperative Federation established under the Agricultural Coo

peratives Act; 

2. Federation of Fisheries Cooperatives established under the Fisheries Cooperatives Ac

t; and 

3. Deleted. <by Act No. 6045, Dec. 28, 1999> 

Article 75 (Inclusion of Distribution Improvement Support Reserves in Expenses) 

(1) Where a corporation to which the provisions of Article 74 (2) apply appropriates distrib

ution improvement support reserves in the expenses in order to cover the funds designed to 

provide a corporation referred to in Article 72 (1) 2 through 4 with support for the acquisiti
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on of or compensation for loss of distribution facilities as determined by the Presidential D

ecree (hereafter, “distribution improvement support” in this Article), it may include them i

n the expenses in calculating the income amount of the business year within the limit of the 

amount calculated by multiplying the income amount of the business year as determined by 

the Presidential Decree by 1/1000. 

(2) The distribution improvement support reserves included in the expenses pursuant to par

agraph (1) shall be included in the gross income according to the following subparagraphs: 

1. The reserves equivalent to the amount (excluding the amount expended for reserves f

or its proper purpose business referred to in Article 74 (2)) required for distribution i

mprovement support from the end of the business year in which such reserves are in

cluded in the expenses for the first time to the end of the business year including the 

date on which the period of three years falls, shall be included in the gross income w

ithin the limit of the amount calculated by multiplying the amount obtained by dividi

ng the reserves by 36, by the number of months in each business year from the busin

ess year including the date on which the period of three years falls; and 

2. Where the reserves included in the expenses exceed the amount to be included in the 

gross income pursuant to subparagraph 1, the reserves equivalent to the excess shall 

be included in the gross income in calculating the income amount in the business yea

r including the date on which the period of three years falls. 

(3) Where any cause falling under any of the following subparagraphs occurs to a corporati

on holding any amount in the account of distribution improvement support reserves include

d in the expenses pursuant to paragraph (1), the whole amount of reserves account not incl

uded in the gross income shall be included in the gross income in calculating the income a

mount in the business year including the date on which such cause occurs; 

1. Where the corporation discontinues the business; and 

2. Where the corporation is dissolved: Provided, That if it is dissolved due to merger or 

division (including division and merger; hereinafter the same shall apply) and the co

rporation surviving after merger, corporation newly established by division, or the ot

her party to division and merger succeeds to the amount in the account of the invest

ment reserves, this shall not apply. 

(4) The provisions of Article 4 (4) shall apply mutatis mutandis where distribution improve

ment support reserves are included in the gross income pursuant to paragraphs (2) 2 and (3

). 
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(5) A corporation who wishes to have the provisions of paragraph (1) applied shall submit s

pecifications on distribution improvement support reserves under the conditions as determi

ned by the Presidential Decree. 

Article 76 (Special Cases of Inclusion of Political Funds in Expenses) 

(1) Political funds contributed by a national to a political party pursuant to the Political Fun

ds Act (including its supporters’association under the said Act), shall be deducted from the 

income amount in the then-current taxable year in which the funds are disbursed, or shall b

e included in the expenses within the limit of the amount calculated by subtracting the defi

cit carried forward from the income amount, in calculating the income amount. 

(2) The donation tax shall not be imposed on the political funds contributed under paragrap

h (1). 

Article 77 (Reduction in and Exemption from Transfer Income Tax on Land for Public 

Activities) 

(1) With respect to any income falling under any of the following subparagraphs and accru

ing from transfer of land acquired prior to two years retroactively from the date of the publ

ic notice regarding the authorization of projects for the project area in which such land is in

cluded (if the transfer is made before the date of public notice regarding such authorization

, the day of transfer) on or before December 31, 2000, the tax amount equivalent to 25/100 

of the transfer income tax or the special surtax (with respect to a portion of the transfer pric

e of the land which is paid by any bonds as prescribed by the Presidential Decree, 35/100), 

shall be reduced or exempted: 

1. Income accruing from the transfer of land required for the public activities to which t

he Act on Special Cases concerning the Acquisition of Lands for Public Use and the 

Compensation for Their Loss apply, to a person executing such public activities; 

2. Income accruing from the transfer of land in the urban redevelopment zones under th

e Urban Redevelopment Act (excluding urban redevelopment zones to which any pu

blic facilities are not appurtenant), to such person executing the public activities und

er the said Act; and 

3. Income accruing from any expropriation under the Land Expropriation Act and other 

Acts. 

(2) The amount equivalent to the tax amount reduced or exempted under paragraph (1) shal

l be collected from a purchaser in addition to the income tax or corporate tax, in the cases f

alling under any of the following subparagraphs: 



 

76 

 

1. Where a person executing the public activities as referred to in paragraph (1) 1 fails t

o start such public activities within three years after he has obtained the authorizatio

n for the public activities; and 

2. Where a person executing the public activities as referred to in paragraph (1) 2 fails t

o obtain the authorization for the redevelopment projects as prescribed by the Urban 

Redevelopment Act, or to complete such projects, within such period as prescribed b

y the Presidential Decree. 

(3) The provisions of Article 33 (4) shall apply mutatis mutandis where the tax amount red

uced or exempted under paragraph (1) 1 or 2 is collected under paragraph (2). 

(4) Where a person executing the public activities or redevelopment projects desires to hav

e the tax amount reduced or exempted under paragraph (1) 1 or 2, he shall apply for the red

uction or exemption under the conditions as prescribed by the Presidential Decree. 

(5) A person who desires to have the tax amount reduced or exempted under paragraph (1) 

3 shall apply for such reduction or exemption under the conditions as prescribed by the Pre

sidential Decree. 

Article 78 (Abatement or Exemption of Transfer Income Tax for Developers) 

(1) With respect to any income falling under any of the following subparagraphs and accru

ing from the transfer of land on or before December 31, 2000, the tax amount equivalent to 

50/100 of the transfer income tax or special surtax shall be reduced or exempted: <Amended 

by Act No. 6045, Dec. 28, 1999> 

1. Income accruing from the transfer of the land formed by a person executing the proje

cts as prescribed by the Presidential Decree for the purpose of a balanced regional de

velopment to the occupant end-users; 

2. Income accruing from the transfer of the land formed by a person executing the proje

cts in the area where the execution plan of the complex formation projects is approve

d under the Promotion of Small and Medium Enterprises and Encouragement of Pur

chase of Their Products Act to the occupant end-users; 

3. Income accruing from the transfer of the land formed by a person executing the proje

cts under the Tourism Promotion Act in a sightseeing complex as prescribed by the P

residential Decree; 

4. Income accruing from the transfer of the land formed in the industrial complex by a p

erson executing projects in the industrial complex (including special areas) designate

d under the Industrial Sites and Development Act, and income accruing from the tra
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nsfer of the land in the industrial complex by the Industrial Complex Management C

orporation or Korea Industrial Complex Corporation established under the Industrial 

Placement and Factory Construction Act; 

5. Income accruing from the transfer of the land used as roads by the Korea Highway C

orporation established under the Korea Highway Corporation Act, or the land forme

d as projects under Article 12 (1) 1 of the said Act; 

6. Income accruing from the transfer of business-use land, etc. by the Agriculture Infras

tructure Corporation established under the Act on Agriculture Infrastructure Corpora

tion and Farmland Management Fund when such corporation performs its business o

perations pursuant to each subparagraph of Article 10 (1) of the same Act (limited to 

such business operations as prescribed under each subparagraph of Article 12 (1) of t

he Rural Development Corporation and Farmland Management Fund Act abolished 

pursuant to Act No. 5759); 

7. Income accruing from the transfer of the land formed as projects provided in each su

bparagraph of Article 9 (1) of the Korea Housing Corporation Act by the Korea Hou

sing Corporation established under the said Act (including projects executed by it aft

er being designated as a person executing the projects pursuant to other Acts); 

8. Income accruing from the transfer of the land by the Korea Land Corporation establi

shed under the Korea Land Corporation Act; 

9. Income accruing from the transfer of the land formed as new airport construction pro

jects provided in subparagraph 2 of Article 2 of the Act on the Promotion of a New A

irport for Seoul Metropolitan Area Construction by the Seoul Metropolitan Area Ne

w Airport Construction Corporation established under the Seoul Metropolitan Area N

ew Airport Construction Corporation Act; 

10. Income accruing from the transfer of the land formed through the execution of proje

cts by inducing private capital under the Act on Private Participation in Infrastructur

e by a solicitor of such project designated under the said Act; 

11. Income accruing from the transfer of an apartment-type factory built by the Small a

nd Medium Enterprise Promotion Corporation established under the Promotion of S

mall and Medium Enterprises and Encouragement of Their Products Act pursuant to 

Article 29 of the Industrial Placement and Factory Construction Act to occupant end

-users, or from the transfer of a factory built, acquired or owned under Article 46 of t

he Balanced Regional Development and Support for Local Small and Medium Enter
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prises Act to a local small and medium enterpriser; 

12. Income accruing from the transfer of the land formed by a person executing the dist

ribution complex development projects as prescribed by the Presidential Decree in s

uch distribution complex to occupant endusers; and 

13. Income accruing from the transfer of the land formed by the Korea Container Whar

f Corporation established under the Korea Container Wharf Corporation Act. 

(2) Where a person wishes to have the tax amount reduced or exempted under paragraph (1

), he shall apply for such reduction or exemption under the conditions as prescribed by the 

Presidential Decree. 

Article 79 (Reduction in and Exemption from Transfer Income Tax on Land Transferr

ed to State, etc.) 

(1) With respect to incomes falling under any of the following subparagraphs, the tax amou

nt equivalent to 25/100 of the transfer income tax or special surtax shall be reduced or exe

mpted: 

1. Income accruing from the transfer of the forest as prescribed by the Presidential Decr

ee by a resident to the State or local governments (including the local governments a

ssociation) on or before December 31, 2000; and 

2. Income accruing from transfer of the land as prescribed by the Presidential Decree to 

a person as prescribed by the Presidential Decree among those executing the projects 

under the Special Act on Cheju-Do Development on or before December 31, 2001. 

(2) A person who wishes to have the tax amount reduced or exempted under paragraph (1) 

1 shall apply for such reduction or exemption under the conditions as prescribed by the Pre

sidential Decree. 

(3) The provisions of paragraph (1) 2 shall be applicable only where a person who has purc

hased the land makes an application for the reduction or exemption under the conditions as 

prescribed by the Presidential Decree. 

(4) Where a person executing the projects as referred to in paragraph (1) 2 fails to complete 

the projects by the date of completion of the work as specified in the plan for the projects w

hose execution is approved, the amount equivalent to the tax amount reduced or exempted 

under paragraph (1) shall be collected from the person executing the projects in addition to 

the income tax or corporate tax. 

(5) The provisions of Article 33 (4) shall apply mutatis mutandis where the tax amount red

uced or exempted under paragraph (1) is collected under paragraph (4). 
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Article 80 (Reduction in and Exemption from Transfer Income Tax on Land for Constr

uction of National Housing) 

(1) With respect to any income accruing from the transfer by a national of the land (excludi

ng the land as prescribed by the Presidential Decree) acquired prior to two years retroactive

ly from the date of transfer as the land for the construction falling under any of the followin

g subparagraphs on or before December 31, 2000, the tax amount equivalent to 25/100 of t

he transfer income tax or special surtax shall be reduced or exempted: 

1. Land for construction of houses smaller than those as prescribed by the Presidential D

ecree (hereinafter “national housing”) to be constructed by a house constructor regist

ered under Article 6 of the Housing Construction Promotion Act (excluding where th

e registration is exempted pursuant to the proviso of paragraph (1) of the same Articl

e; hereafter, “registered house constructor” in this Article); 

2. Land for construction of rental houses for employees to be constructed by a person w

ho constructs the national housing to be rented to homeless employees as prescribed 

by the Presidential Decree (hereafter, “rental housing for employees” in this Article)

, and who is prescribed by the Presidential Decree (hereafter, “constructor of rental h

ousing for employees” in this Article); and 

3. Land for construction of dormitories as prescribed by the Presidential Decree to be c

onstructed by a dormitory constructor as prescribed by the Presidential Decree (here

after, “dormitory constructor” in this Article). 

(2) Where a registered house constructor, constructor of rental housing for employees or do

rmitory constructor fails to construct any national housing, rental houses for employees or 

dormitory on the land concerned under theconditions as prescribed by the Presidential Dec

ree, or where any of the causes as prescribed by the Presidential Decree occurs, the amount 

equivalent to the tax amount reduced or exempted under paragraph (1) shall be collected fr

om such constructors in addition to the income tax or corporate tax. 

(3) The provisions of Article 33 (4) shall apply mutatis mutandis where the tax amount red

uced or exempted under paragraph (1) is collected under paragraph (2). 

(4) The provisions of paragraph (1) shall be applicable only where a registered house const

ructor, constructor of rental houses for employees, or dormitory constructor applies for suc

h reduction or exemption under the conditions as prescribed by the Presidential Decree. 

Article 81 (Exemption from Special Surtax on Land of School Foundation) 

(1) With respect to income accruing from the transfer by a school foundation established u
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nder the Private School Act of the land falling under any of the following subparagraphs on 

or before December 31, 2000, the special surtax shall be exempted under the conditions as 

prescribed by the Presidential Decree: 

1. Income accruing from the transfer of land which is the basic property owned by a sch

ool foundation for the purpose of using it for any educational projects; and 

2. Income accruing from the transfer of land acquired by a school foundation prior to D

ecember 31, 1985 for the purpose of acquiring another profit-making property. 

(2) Where a school foundation which has the special surtax exempted under paragraph (1) f

ails to use the land for any educational projects, or to acquire any profit-making property u

nder the conditions as determined by the Presidential Decree, the tax amount calculated un

der the conditions as determined by the Presidential Decree shall be collected additionally. 

(3) The provisions of Article 33 (4) shall apply mutatis mutandis where the tax amount exe

mpted under paragraph (1) is collected additionally under paragraph (2). 

(4) A person who wishes to have the provisions of paragraph (1) applied shall make an app

lication for the exemption of the tax amount under the conditions as determined by the Pres

idential Decree. 

Article 82 (Exemption from Special Surtax on Land of Social Welfare Corporation, etc.

) 

(1) With respect to income accruing from the transfer of land falling under any of the follo

wing subparagraphs for the purpose of using it for the proper purpose business of the corpo

ration concerned, the special surtax shall be exempted under the conditions as determined b

y the Presidential Decree: 

1. Land used directly for three years or more by a social service corporation established 

under the Social Services Act for its proper purpose; 

2. Land used directly for three years or more by a corporation established for the purpos

e of propagating religion or other enlightenment for its proper purpose; 

3. Land used directly for three years or more by the Korea Patriots and Veterans Welfar

e Corporation established under the Korea Patriots and Veterans Welfare Corporatio

n Act for its proper purpose to conduct projects as prescribed in subparagraph 1 of A

rticle 6 the said Act; 

4. Land used directly for three years or more by the Korea Rehabilitation Protection Co

rporation established under the Protection and Surveillance, etc. Act for its proper pu

rpose; 
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5. Land used directly for three years or more by public service corporations as prescribe

d by the Presidential Decree, as dormitories for students attending middle and high s

chools, colleges and universities (including industrial colleges, teachers’ colleges, ju

nior colleges, air and correspondence colleges, and technical colleges), and various s

chools equivalent thereto under the Elementary and Secondary School Act or Higher 

School Act; and 

6. Land used directly for three years or more as rehabilitation facilities which are establ

ished and operated by a social service corporation or any other non-profit corporatio

n reported under Article 15 of the Mental Health Act. 

(2) Where the corporation which has the special surtax exempted under paragraph (1) fails 

to use the land for its proper purpose business under the conditions as determined by the Pr

esidential Decree, the tax amount calculated under the conditions as determined by the Pres

idential Decree shall be collected additionally. 

(3) The provisions of Article 33 (4) shall apply mutatis mutandis where the tax amount exe

mpted under paragraph (1) is collected additionally under paragraph (2). 

(4) A person who wishes to have the provisions of paragraph (1) applied shall apply for the 

exemption under the conditions as determined by the Presidential Decree. 

Article 83 (Exemption from Transfer Income Tax for Moving of Museum, etc.) 

(1) Where a national transfers land in order to move the facilities falling under any of the f

ollowing subparagraphs which are operated by him for three years or more on or before De

cember 31, 2000, the transfer income tax or the special surtax shall be exempted under the 

conditions as determined by the Presidential Decree: 

1. A library registered under the Libraries and Reading Promotion Act; and 

2. A museum or art gallery registered under the Museum and Art Gallery Support Act. 

(2) Where a person who has been exempted from the transfer income tax or the special surt

ax under paragraph (1) falls under any of the following subparagraphs, the tax amount calc

ulated under the conditions as determined by the Presidential Decree shall be collected add

itionally: Provided, That this shall apply unless there is an unavoidable reason as prescribe

d by the Presidential Decree: 

1. Where he fails to move the facilities as referred to in each subparagraph of paragraph 

(1) under the conditions as determined by the Presidential Decree; and 

2. Where he closes or disposes of the facilities within three years after such facilities as 

referred to in each subparagraph of paragraph (1) are moved completely. 
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(3) Where the tax amount exempted under paragraph (1) is collected additionally under par

agraph (2), the provisions of Article 33 (4) shall be applied mutatis mutandis. 

(4) A person who wishes to have the provisions of paragraph (1) applied, shall apply for th

e exemption under the conditions as determined by the Presidential Decree. 

Article 84 (Abatement and Exemption of Special Surtax for Agricultural Cooperatives, 

etc.) 

(1) The income accruing from the transfer of land between individual cooperatives establis

hed under the Agricultural Cooperatives Act, the Livestock Industry Cooperatives Act, or t

he Fisheries Cooperatives Act (including fishing and forestry village societies; hereafter, th

e same shall apply in this Article), or between any of such cooperatives and their national f

ederation on or before December 31, 2000 shall be exempted from the special surtax. <Ame

nded by Act No. 6045, Dec. 28, 1999> 

(2) Where a cooperative, a national federation or the Agricultural Infrastructure Corporatio

n established under the Korea Agricultural and Rural Infrastructure Corporation and Farml

and Management Fund Act as referred to in paragraph (1) transfers the assistance facilities 

for farmers and fishermen as prescribed by the Presidential Decree which it has used for fiv

e consecutive years or more (hereafter, “previous facilities” in this Article) in order to mov

e into the new facilities (hereafter,“new facilities” in this Article), the provisions of Article 

71 (1) through (4) shall apply mutatis mutandis to the transfer of such previous facilities. In 

this case, the term “factory” shall be deemed to read “facilities”; the term “new factory”, “n

ew facilities”; and the term “old factory”, “previous facilities” respectively. <Amended by Ac

t No. 6045, Dec. 28, 1999> 

(3) Capital gains accruing from contributing in kind to a subsidiary distribution company u

nder the Act on Distribution and Price Stabilization of Agricultural and Fishery Products b

y each cooperative and its national federation established under the Agricultural Cooperati

ves Act, the Fisheries Cooperatives Act, or the Forestry Cooperatives Act on or before Dec

ember 31, 2000, may be included in the expenses as prescribed by the Presidential Decree i

n calculating the income amount of the corresponding business year, and the special surtax 

on such gains may be subject to the taxation carried forward. <Amended by Act No. 6045, Dec

. 28, 1999> 

Article 85 (Exemption from Special Surtax for Busan Asian Games Organizing Commi

ttee) 

With respect to any income accruing from the transfer of land used for holding the 14th Bu
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san Asian Games (hereinafter “Asian Games”) by the Busan Asian Games Organizing Com

mittee on or before December 31, 2001, the special surtax shall be exempted. 

Article 86 (Income Deduction from Private Annuity Savings) 

(1) Where a resident has opened an account for savings which is paid in the form of an ann

uity after expire of a savings deposit contract period and is prescribed by the Presidential D

ecree (hereinafter “private annuity savings”), the amount equivalent to 40/100 of the saving

s deposit amount in the then-current year shall be deducted from the global income amount 

in the then-current year: Provided, That if the deduction amount exceeds seven hundred tw

enty thousand won, this amount (720,000 won) shall be deducted. 

(2) Where a person who opened an account for private annuity savings, receives an annuity 

in accordance with the savings contract, income tax shall not be imposed on the income ac

cruing from such savings, and where he terminates the savings deposit contract halfway be

fore the expire of such contract period, or he is paid such savings money in a form other th

an an annuity after the elapse of such contract period, the income accruing from such savin

gs shall be considered interest income as prescribed in Article 16 (1) 3 of the Income Tax A

ct, and income tax shall be imposed on such interest income: Provided, That the same shall 

not apply to the case where such contract is terminated by death, emigration and other reas

ons prescribed by the Presidential Decree and subscriber are paid in a manner other than pe

nsion. <Amended by Act No. 6045, Dec. 28, 1999> 

(3) Where a person who has the income deducted under paragraph (1) terminates the privat

e annuity savings after he has opened an account for the savings before the period as prescr

ibed by the Presidential Decree expires, the financial institution operating the private annui

ty savings (hereinafter “institution operating the private annuity savings”) shall collect addi

tionally the amount equivalent to 4/100 of the amount of savings which has been accumula

ted up to that time (limited to seventy-two thousand won per annum; hereinafter “tax amou

nt collected additionally for savings terminated halfway”), and pay such tax amount to the 

head of the tax office having jurisdiction over the collection of withholding tax not later tha

n the 10th of the month following the month including the day on which such savings are t

erminated halfway: Provided, That if a person who has the income deducted proves that the 

tax amount reduced or exempted by the income deduction is below the tax amount collecte

d additionally for the savings terminated halfway, the amount equivalent to the tax amount 

actually reduced or exempted shall be collected subsequently. 

(4) Where a person who has opened an account for the private annuity savings falls under a
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ny of the following subparagraphs, the provisions of the purview of paragraph (3) shall not 

be applicable: 

1. Where he proves that he has not had the income deducted with respect to the private 

annuity savings; and 

2. Where he terminates halfway the private annuity savings due to the death, emigration 

or other cause as prescribed by the Presidential Decree. 

(5) Where an institution operating the private annuity savings fails to pay the tax amount c

ollected additionally for the savings terminated halfway as referred to in paragraph (3) with

in the time limit, or pays an amount short of the tax amount to be paid, such institution shal

l pay the amount equivalent to 10/100 of the unpaid or insufficient tax amount as additiona

l tax, in addition to the tax amount collected additionally for the savings terminated halfwa

y. 

(6) Where an institution operating the private annuity savings enters into a contract on the p

rivate annuity savings, or terminates halfway the contract, it shall submit a detailed stateme

nt of the private annuity savings under the conditions as prescribed by the Presidential Dec

ree. 

(7) Other necessary matters for the deduction or nontaxation of income accruing from the p

rivate annuity savings shall be prescribed by the Presidential Decree. 

Article 87 (Non-Taxation on Long-term Savings for Purchasing Houses) 

(1) No income tax shall be imposed on any interest income of the long-term savings for pu

rchasing a house for which an account is opened on or on or before December 31, 2003 as 

prescribed by the Presidential Decree. 

(2) Where a worker, who has opened an account for savings deposit as referred to in paragr

aph (1) and whose income tax on the house-purchasing savings has been deducted pursuant 

to Article 52 (1) 5 (a) of the Income Act, terminates the savings account halfway before su

ch period as prescribed by the Presidential Decree elapses, the financial institution that has 

carried such a savings account shall collect retroactively the amount equivalent to 4/100 of 

the savings accumulated from the day of opening such a savings account to the time of its t

ermination (limited to 180,000 won per annum; hereafter, “retroactively collected tax amou

nt for the long-term savings for purchasing a house terminated halfway” in this Article) to p

ay such a collected amount to the head of the pertinent taxation office responsible for withh

olding tax at source not later than the 10th of the month following the month where belong

s the day on which such a savings account is terminated halfway. However, if a person wh
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o deducted the income tax proves the fact that the tax amount abated or exempted by such d

eduction is less than the retroactively collected amount for such a savings account terminat

ed halfway, the amount equivalent to the actually abated or exempted tax amount shall be c

ollected retroactively. <Amended by Act No. 5996, Aug. 31, 1999> 

(3) The provisions of Article 86 (4) and (5) shall apply mutatis mutandis to such a retroacti

vely collected tax amount for a long-term savings account for purchasing a house terminate

d halfway. 

(4) When an account of long-term savings for a home purchase is opened or terminated, th

e financial institution in charge shall file a detailed statement on such an account to the hea

d of a tax office responsible for withholding tax at source as prescribed by the Presidential 

Decree. <Newly Inserted by Act No. 6045, Dec. 28, 1999> 

Article 88 (Non-Taxation on Workers Favored Savings) 

(1) No income tax shall be imposed on interest income or dividend income accruing from w

orkers favored savings which any worker whose total annual employment income is 30 mil

lion won or less accumulates up to the limit of 500,000 won per month for three years or lo

nger in an account that is opened by December 31, 2000 as prescribed by the Presidential D

ecree (hereafter, “workers’ favored savings” in this Article). <Amended by Act No. 5996, Aug. 

31, 1999> 

(2) Where a person who has opened an account for workers-favored savings terminates the 

contract of workers-favored savings within three years from the date on which he began th

e savings, income tax shall be imposed on interest income or dividend income paid to the p

erson who has opened an account: Provided, That this shall not apply where the contract is 

terminated due to death, emigration or other unavoidable causes as determined by the Presi

dential Decree. 

(3) Where a worker opens or terminates his account for worker preferential savings, the cor

responding financial institution shall file a detailed statement on such an account to the hea

d of a tax office responsible for withholding tax at source as prescribed by the Presidential 

Decree. <Amended by Act No. 6045, Dec. 28, 1999> 

(4) The Presidential Decree shall prescribe necessary matters concerning the concluding of 

such worker preferential savings agreements and the non-taxation of the income tax. <Newl

y Inserted by Act No. 6045, Dec. 28, 1999> 

Article 89 (Special Cases of Withholding on Interest and Dividend Income) 

(1) Notwithstanding the provisions of Article 129 of the Income Tax Act, the withholding r
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ate of the income tax on the income (limited to the portion opened, contracted or acquired b

y December 31, 2000) falling under any of the following subparagraphs shall be 10/100, an

d no resident tax shall be imposed thereon: 

1. Interest on any special deposit to increase the savings of households or students; 

2. Interest or dividend on any deposit not exceeding twenty million won in or contributi

on not exceeding ten million won to an association whose members are farmers, fish

ermen, or those having any mutual relation; 

3. Interest or dividend accruing from the savings falling under any of the following item

s to promote the formation of employees’ properties: 

(a) Employees’ long-term savings; 

(b) Employees’ long-term securities savings; and 

(c) National stocks trust; 

4. Interest and dividend income accruing from the employees’ securities savings as pres

cribed by the Presidential Decree; 

5. Interest income accruing from the household small savings as prescribed by the Presi

dential Decree; 

6. Interest income accruing from bonds or securities issued by the State or local govern

ment, and those issued by corporations as prescribed by the Presidential Decree (her

einafter “state and public bonds”), which are prescribed by the Presidential Decree; 

7. Dividend income paid to members of the employee stockholders association, which i

s prescribed by the Presidential Decree; and 

8. Gains on insurance accruing from a small insurance contract as prescribed by the Pre

sidential Decree. 

(2) Where an institution providing services for savings as referred to in paragraph (1) 1 thr

ough 5 enters into a relevant savings contract, or makes a termination thereof, it shall subm

it a detailed statement on such savings to the head of the tax office having jurisdiction over 

the institution, under the conditions as prescribed by the Presidential Decree. 

(3) The provisions of paragraph (1) 6 shall be applicable only where the national and publi

c bonds are deposited in or registered with any financial institution under the conditions as 

prescribed by the Presidential Decree. 

(4) Where the national and public bonds are deposited in or registered with a financial insti

tution providing services for deposit or registration of national and public bonds under para

graph (3), the institution shall submit a detailed statement on such deposit or registration of 
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the state and public bonds, to the head of the tax office having jurisdiction over it under the 

conditions as prescribed by the Presidential Decree. 

(5) Where a corporation paying any dividend under paragraph (1) 7 collects withholding ta

x on such dividend, it shall submit a certificate attesting a deposit of stocks to the head of t

he tax office having jurisdiction over it under the conditions as prescribed by the Presidenti

al Decree. 

(6) Where savings or trust referred to in paragraph (1) 3 (a) and (b), 4 through 7 are termin

ated or withdrawn or rights thereto are transferred within the savings period as prescribed b

y the Presidential Decree, a withholding agency shall withhold the difference between the t

ax amount withheld by applying the main sentence of paragraph (1) and the tax amount cal

culated by applying the provisions of Article 129 of Income Tax Act: Provided, That this s

hall not apply where there occurs an unavoidable cause as prescribed by the Presidential D

ecree such as death or emigration. 

Article 89 (Special Cases for Withholding Tax on Interest and Dividend Income) 

(1) Notwithstanding the provisions of Article 129 of the Income Tax Act, 

the tax rate of 10/100 shall be applied to the income tax withheld at source on such interest 

and dividend income accruing from a savings account fulfilling the requirements falling un

der each of the following subparagraphs (hereinafter “tax-favored comprehensive savings”

) in case that a resident national opens such savings account while the resident tax under th

e Local Tax Act shall not be levied on such interest or dividend income: 

1. Such accumulation or deposit savings (including trust, mutual aid, insurance, securiti

es savings, and such bond savings prescribed by the Presidential Decree) deposited w

ith financial institutions falling under each of the items of Article 2 (1) of the Act on 

Real Name Financial Transactions and Guarantee of Secrecy, for which tax-favored t

reatment shall be claimed at the time of opening such savings accounts; 

2. Contract term of such savings accounts shall be for not less than one year; and 

3. The total sum of contract amounts for such savings deposited with all the concerned f

inancial institutions shall not exceed 40 million won per person (15 million won per 

person for persons below 20 years old; 60 million won per person for such aged and 

handicapped persons as prescribed by the Presidential Decree). The interest and divi

dend accruing from such savings deposits and converted into their principals shall be 

treated as tax-favored savings but, shall not be counted in computing the total saving

s contract amounts per person. 



 

88 

 

(2) The financial institutions handling tax-favored savings shall immediately notify the dep

ositor’s name, resident registration number, execution and termination of such savings cont

racts, and data concerning savings amounts deposited under such contracts (hereinafter “co

mprehensive data concerning tax-favored savings”) to the agency prescribed by the Preside

ntial Decree (hereinafter “tax-favored savings data center”) through the tele communicatio

ns media including computers. 

(3) The Commissioner of the National Tax Administration may ask such tax-favored savin

gs data center for reference, inspection or submission of such depositors’ comprehensive d

ata concerning tax-favored savings. 

(4) The financial institutions handling tax-favored savings may ask such tax-favored saving

s data center for information pertaining to a depositor’s total contract amount of tax-favore

d savings deposited with other financial institutions (including beneficiaries of trust saving

s in case of trust, and the insured and beneficiaries of insurance contracts in case of insuran

ce; hereafter the same in this Article shall apply) and may pass such information on to the c

orresponding depositors when requested or consented by them in writing. 

(5) Such tax-favored savings data center shall establish an information 

database for each individual depositor’s total contract amount and other particulars of tax-f

avored savings by immediately processing such comprehensive data concerning tax-favore

d savings as communicated with financial institutions handling tax-favored savings, and sh

all comply with such request or inquiries for information under the provisions of paragraph

s (3) and (4). 

(6) Such tax-favored savings data center shall maintain an individual depositor’s comprehe

nsive data concerning tax-favored savings for three years from the year following the year i

n which his corresponding tax-favored savings contract is terminated. Employees working 

for such financial institutions handling tax-favored savings and tax-favored savings data ce

nter (hereafter in this Article “employees of financial institutions, etc.”) shall not disclose a

ny information or data concerning tax-favored savings (hereafter in this Article “data, etc.”

) to a third party unless requested or consented in writing by the corresponding depositor a

nd no one shall ask such employees, etc. for such information etc.: Provided, That the same 

shall not apply to the case falling under each subparagraph of Article 4 (1) of the Act on Re

al Name Financial Transactions and Guarantee of Secrecy. 

(7) Where a depositor terminates, withdraws or transfers a tax-favored savings contract wit

hin one year from the date of contract, the person responsible for withholding tax at source 
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shall collect the difference between the tax amount withheld and the tax amount calculated 

by applying the provisions of Article 129 of Income Tax Act pursuant to the main sentence 

of paragraph (1): Provided, That the same shall not apply to the case where there exist such 

unavoidable causes as prescribed by the Presidential Decree, including his death or emigrat

ion. 

(8) The Presidential Decree shall prescribe the methods of calculating the total contract am

ounts of tax-favored savings, their operations and management and other necessary matters

. 

Article 89-2 (Special Cases for Tax Withholding on Home Purchase Savings) 

Notwithstanding the provisions of Article 129 of the Income Tax Act, the income tax at the 

rate of 10/100 shall be withheld at source on the interest income accruing from home purch

ase savings under the Housing Development Promotion Act (limited to the amount of not m

ore than 100,000 won paid monthly for such savings), and the resident tax under the Local 

Tax Act shall not be levied on such interest income. 

Article 90 (Separate Taxation on Housekeeping Fund Savings) 

(1) Notwithstanding the provisions of Article 129 of the Income Tax Act, the withholding t

ax rate on any interest income accruing from the housekeeping fund savings as prescribed b

y the Presidential Decree (hereinafter “housekeeping fund savings”) for which an account i

s opened by December 31, 2000 shall be 10/100, and any interest income accruing from su

ch savings shall not be counted in calculating the global income tax base as prescribed in A

rticle 14 of the Income Tax Act. 

(2) Where an institution dealing with the housekeeping fund savings enters into a contract f

or the housekeeping fund savings as referred to in paragraph (1), or terminates the contract 

halfway, it shall submit a detailed statement of the housekeeping fund savings under the co

nditions as prescribed by the Presidential Decree. 

(3) Other necessary matters, such as separate taxation procedure of the interest income accr

uing from the housekeeping fund savings shall be prescribed by the Presidential Decree. 

Article 90 Deleted. <by Act No. 6045, Dec. 28, 1999> ≪Enforcement Date: Jan. 1, 2001≫ 

Article 90-2 (Special Cases for Tax Withholding on Home Purchase Savings) 

(1) Where the financial institution that is liable to file the tax-favored savings data pursuant 

to the provisions of Article 86 (6), 87 (4), 88 (3), 89 (2) or (4) (limited to the savings accou

nts contracted by December 31, 2000 in case of Article 89 (2) or (4)) fails to file such data 

within the period set by the provisions of each Article or files unclear data prescribed by th
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e Presidential Decree, pursuant to or submits such unclear data as prescribed under the Pres

idential Decree within the time limit provided for under each of the above Articles, an amo

unt equivalent to 1/100 of savings deposits involved in unclear data or 10,000 won per one 

savings contact or terminated contract, whichever is larger, shall be added to the tax payabl

e as a penalty. 

(2) An tax amount equivalent to 50/100 of such penalty provided for under paragraph (1) s

hall be abated in case that such tax-favored savings data are submitted by the end of the mo

nth following the month belonging to the date of the deadline for submission of such data. 

Article 91 (Special Cases of Withholding on Dividend Income of LongtermHeld Stocks) 

(1) Notwithstanding the provisions of Article 129 of the Income Tax Act, the withholding t

ax rate on any dividend income which is paid until December 31, 2003 to a resident who h

as held stocks as determined by the Presidential Decree for not less than three years and is 

determined by the Presidential Decree from among those falling under small stockholders r

eferred to in Article 20 (3) of the Income Tax Act shall be 10/100. 

(2) The dividend income referred to in paragraph (1) shall not be counted in calculating the 

global income tax base referred to in Article 14 (2) of the Income Tax Act. 

(3) Matters necessary for the calculation of the period of stockholding and withholding on 

dividend income of long-term held stocks shall be determined by the Presidential Decree. 

Article 91-2 (Special Taxation on Dividends of Securities Investment Companies) 

(1) Notwithstanding the provisions of Article 17 (1) of the Income Tax Act, any dividend i

ncome paid to a resident national on or before December 31, 2001 by securities investment 

companies under the provisions of Article 51-2 (1) 2 (hereafter, “securities investment com

panies” in this Article) shall not include any amounts distributed from profits (excluding in

terest amounts accruing from bonds, etc. for the holding period of such bonds under the pro

visions of Article 46 (1) of the Income Tax Act: hereafter, “transfer margin of securities” i

n this Article) which accrue from trading and evaluation of the securities falling under any 

of the following subparagraphs: <Amended by Act No. 6045, Dec. 28, 1999> 

1. Securities listed in securities exchanges under the Securities Transaction Act; 

2. Securities registered in KOSDAQ under the Securities Transaction Act; and 

3. Stocks issued by venture companies under the Act on Special Measures for Fostering 

Venture Enterprises. 

(2) The dividend distributed from the transfer margin of securities referred to in paragraph 

(1) shall be calculated by multiplying the total dividend amount paid by a securities invest
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ment company to its shareholders as of the base date for dividend payment (referring to the 

date of its dissolution in case of dissolution or the date of its repurchase in case of repurcha

se; hereinafter in this Article the same shall apply) bythe percentage of the cumulative aggr

egate of the transfer margin of securities in the cumulative aggregate of the total net profits 

of the corresponding company. 

(3) Where the total aggregate of profits other than the securities transfer margin exceeds th

e cumulative aggregate of total profits as of the date of its dissolution or repurchase where 

applicable, notwithstanding the actual amount paid to the shareholders by the correspondin

g securities investment company, the taxable dividend income of the shareholders shall be 

calculated by multiplying the profits other than the securities transfer margin by the percen

tage of their stockholding or shareholding (referring to the repurchased stocks or ownershi

p shares in case of stock repurchase, where applicable) to its total outstanding issued stocks 

or ownership shares of the corresponding securities investment company. 

(4) The securities investment company shall keep a separate accounting of the securities tra

nsfer margin from the profits other than the securities transfer margin. For this purpose, the 

common expenses accrued during the business year shall be divided and charged in proport

ion to the revenues of business divisions for the corresponding business year. 

(5) The securities investment company shall separately handle the cumulative aggregate of 

its securities transfer margin from its total profits other than the securities transfer margin i

n each year-end closing and payment of dividends. In calculating the aggregate cumulative 

totals for this purpose, the proviso of paragraph (4) shall apply mutatis mutandis to the pro

portional allocation of the corporate tax, other taxes and excises. 

(6) Deleted. <by Act No. 6045, Dec. 28, 1999> 

Article 92 (Separate Taxation, etc. on Lottery Prize Income) 

The withholding tax rate of the income tax on that paid until December 31, 2000 among an

y lottery prize income as prescribed by the Presidential Decree and the refunded amount as 

prescribed in Article 21 (1) 4 of the Income Tax Act and indemnifications for users of cred

it cards under the provisions of Article 32-4 of the Value-Added Tax Act shall be 20/100, a

nd such income shall not be added up in calculating the tax base of the total income as pres

cribed in Article 14 (2) of the Income Tax Act. <Amended by Act No. 6045, Dec. 28, 1999> 

Article 93 (Special Cases of Noninclusion in Taxable Amount of Inheritance Tax on Em

ployees Stocks) 

The value of stocks (limited to stocks acquired no later than December 31, 2000 and the tot
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al face value of which is equivalent to five million won or less) which a member of an emp

loyee stockholders cooperative has acquired through the cooperative, shall not be included 

in the taxable amount of the inheritance tax. 

Article 94 (Tax Credit for Equipment Investment to Promote Workers’ Welfare) 

(1) If a national as prescribed by the Presidential Decree acquires the equipment or facilitie

s falling under any of the following subparagraphs (including new construction or purchase

; hereafter, the same shall apply in this Article) to promote the welfare of his employees, su

ch as residential stability by December 31, 2000, the amount equivalent to 3/100 of the acq

uisition value of the equipment (limited only to the amount of acquisition using the home-p

roduced machines and materials as prescribed by the Presidential Decree, and excluding th

e purchasing price of the land appurtenant to the equipment), shall be deducted from the in

come tax (limited to the income tax on the business income) or the corporate tax in the taxa

ble year including the acquisition day: 

1. National houses to be rented to homeless employees (excluding officers who are inve

stors; hereafter, the same shall apply in this Article); 

2. Dormitories for employees; 

3. Nursery facilities in a workplace under the Infant Care Act; and 

4. Facilities for serving the disable and aged and pregnant women which are determined 

by the Presidential Decree. 

(2) In a case where a house as referred to in paragraph (1) 1 is acquired together with other 

houses, or a dormitory as referred to in paragraph (1) 2, together with other buildings, the m

atters necessary for the calculation of the tax credit shall be prescribed by the Presidential D

ecree. 

(3) Any national who wishes to have the provisions of paragraph (1) applied shall apply for 

the tax credit under the provisions of the Presidential Decree. 

Article 95 (Reduction and Exemption of Tax Amount for Business Operating Dormitor

y) 

With respect to such businessmen operating dormitories as are prescribed 

by the Presidential Decree, the tax amount equivalent to 50/100 of the income or corporate 

tax on any income accruing from the business operating the dormitory until the taxable per

iod which ends on or before December 31, 2000 shall be reduced or exempted. 

Article 96 (Special Case of Tax Credit on National Pension Premium) 

With respect to any regional subscriber liable for joining the national pension insurance un
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der the National Pension Act (including a case where he files an application with the Natio

nal Pension Management Corporation after he reaches sixty years of age, and keeps on hol

ding the eligibility for admission), the amount equivalent to 40/100 of the national pension 

premium paid by a resident in the then-current year shall be deducted from the global inco

me amount in the then-current year: Provided, That if the deducted amount exceeds seven h

undred and twenty thousand won, only seven hundred and twenty thousand won shall be de

ducted. 

Article 97 (Reduction and Exemption of Transfer Income Tax, etc. on LongTerm Renta

l House) 

(1) If a national as prescribed by the Presidential Decree transfers national housing falling u

nder any of the following subparagraphs (including the land not larger than twice of the tot

al floor area of the building, which is appartement thereto; hereafter, the same shall apply i

n this Article) after renting such housing for five or more years, the tax amount equivalent t

o 50/100 of the transfer income tax or special surtax on any income accruing from transfer 

of such housing (hereinafter the “rental house”), shall be reduced or exempted: Provided, T

hat in case of a constructed rental house as prescribed by the Rental Housing Act (limited t

o the rental house rented for five or more years), a rental house among purchased rental ho

uses as prescribed by the said Act, which is acquired and rented on or after January 1, 1995

, and is thereafter rented for five or more years (limited to a house having no occupant at th

e time of acquisition), and a rental house which has been rented for ten or more years, the t

ax amount equivalent to 100/100 shall be reduced or exempted: 

1. The Houses newly built between January 1, 1986 to December 31, 2000; and 

2. An apartment constructed newly on or before December 31, 1985, but which has nev

er been occupied as of January 1, 1986. 

(2) In application of the provisions of subparagraph 3 of Article 89 of the Income Tax Act, 

the rental house shall not be considered as a house owned by a national. 

(3) Any person who wishes to have the transfer income tax or special surtax reduced or exe

mpted under paragraph (1), shall report matters concerning the rent of the house, and apply 

for the reduction or exemption of the tax amount, under the provisions of the Presidential D

ecree. 

(4) The calculation of the rental period as to a rental house as referred to in paragraph (1), a

nd other necessary matters shall be prescribed by the Presidential Decree. 

Article 97-2 (Exceptional Abatement or Exemption of Transfer Income Tax, etc. on Ne
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wly Built Rental Houses) 

(1) Where a national prescribed by the Presidential Decree transfers a nationally standardiz

ed house (including the land not exceeding twice the total floor space of the corresponding 

house) falling under each of the following subparagraphs (hereafter, “newly built rental ho

use” in this Article) after renting such house for not less than five years, the transfer margin 

tax or the special surtax payable on any income accruing from such transfer shall be exemp

ted: 

1. The rental house which is built under the Rental Housing Act and falls under each of 

the following items: and 

(a) The house newly built between August 20, 1999 to December 31, 2001; and 

(b) The joint house newly built on or before August 19, 1999 and never occupied as 

of August 20, 1999. 

2. The rental house falling under any of the following subparagraphs from among rental 

houses built under the Rental Housing Act, which is purchased after August 20, 199

9 (limited to the case where a purchase and sale contract is concluded and a contract 

surety monty is paid between August 20, 1999 and December 31, 2001): 

(a) The house newly built on or after August 20, 1999; and 

(b) The house falling under item (b) of paragraph (1). 

(2) The provisions of Article 97 (2) through (4) shall apply mutatis mutandis to newly built 

rental houses. 

Article 98 (Special Case of Taxation on Houses Unsold in Lots) 

(1) If a resident transfers such house unsold in lots as prescribed by the Presidential Decree 

(hereafter, the “house unsold in lots” in this Article), after acquiring it in the period from N

ovember 1, 1995 to December 31, 1997 (including a case of entering into a contract of sale 

and making the down payment on or before December 31, 1997), and holding and renting f

or five or more years, he may select one of the methods falling under any of the following s

ubparagraphs to have it applied to any income accruing from transfer of such house: 

1. A method of calculating the tax base and amount of the transfer income according to 

the provisions of Articles 92 and 93 of the Income Tax Act, and paying the transfer i

ncome tax. In this case, the tax rate of the transfer income tax shall be 20/100, notwit

hstanding the provisions of Article 104 (1) of the said Act; and 

2. A method of calculating the tax base and amount of the global income according to t

he provisions of Articles 14 and 15 of the Income Tax Act, and paying the global inc
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ome tax. In this case, the provisions of Article 19 (2) of the Income Tax Act shall ap

ply mutatis mutandis to the calculation of the income amount accruing from the tran

sfer of such house. 

(2) In application of the provisions of paragraph (1), the matters necessary for the special c

ase as to the houses unsold in lots, such as the determination of one house for one househol

d as prescribed in subparagraph 3 of Article 89 of the Income Tax Act, or the request for ap

plication of the special case of taxation, etc. shall be prescribed by the Presidential Decree. 

(3) If a resident transfers any house unsold in lots, after acquiring (including a case of enter

ing into a contract of sales and making the payment by December 31, 1998) during the peri

od from March 1, 1998 to December 31, 1998 and holding and renting it for five or more y

ears, the provisions of paragraph (1) shall apply mutatis mutandis to income accruing from 

a transfer of such house. 

Article 99 (Exemption of Transfer Margin Tax for Purchasers of Newly Built Houses) 

(1) With respect to the income accruing from transfer of a newly-built house (including plo

ts less than twice the total area of buildings attached thereto; hereafter, the same shall apply 

in this Article) falling under any of the following subparagraphs by a resident (excluding th

e housing development business operators) within five years from the date of its acquisitio

n, 100/100 of transfer margin tax shall be exempted. Where he transfers it after five years h

ave elapsed from the date of its acquisition, the transfer income accrued for a period of five 

years from the date of acquisition shall be deducted from his income subject to the transfer 

margin tax. However, this shall not apply where any newly built house is a deluxe house w

hich is excluded from the nontaxable objects of transfer margin tax pursuant to subparagra

ph 3 of Article 89 of the Income Tax Act: <Amended by Act No. 5996, Aug. 31, 1999> 

1. A house (including any house acquired by a housing cooperative’s member under the 

Housing Construction Promotion Act or a redevelopment cooperative member under 

the Urban Redevelopment Act), constructed by himself, with the approval for use or 

inspection on use (including a provisional approval for temporary use) between May 

22, 1998 to June 30, 1999 (referring to the period from May 22, 1998 to Dec. 31, 19

99 in case of “houses below the nationally designated size”; hereafter, “new house a

cquisition period” in this Article); and 

2. A house acquired by a person who concludes a purchase contract, for the first time, w

ith a housing developer making a down payment within the new house acquisition p

eriod (including the houses prescribed by the Presidential Decree and acquired by m
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embers of a housing cooperative under the Housing Construction Promotion Act or a 

redevelopment cooperative under the Urban Redevelopment Act), except for a house 

where another person has already resided as of the date of the purchase contract or a 

house to which any of the events prescribed in the Presidential Decree has occurred d

uring the new house acquisition period. 

(2) In applying subparagraph 3 of Article 89 of the Income Tax Act, a newly built house ap

plied under the provisions of paragraph (1) shall not be deemed as a house owned by the re

sident. 

(3) A person who intends to have the provisions of paragraph (1) applied shall make an app

lication for reduction and exemption under the conditions as prescribed by the Presidential 

Decree. 

(4) The calculation of transfer income amount accrued for five years from the date of acqui

sition of a newly-built house referred to in paragraph (1) or other necessary matters shall be 

determined by the Presidential Decree. 

Article 100 (Special Taxation for Assistance to Workers’ Residential Stability) 

(1) Where an employer referred to in Article 2 (2) of the Act on the Assistance to Residenti

al Stability and Lump Sum-Raising Savings of Workers (hereafter, “employer” in this Arti

cle) subsidizes funds required for the acquisition of or rent for a house smaller in size than 

national housing under the Housing Construction Promotion Act to any worker who does n

ot have the ownership of a house (hereafter, “worker who does not have the ownership of a 

house” in this Article), any subsidy as determined by the Presidential Decree (hereafter, “h

ousing subsidy” in this Article) among such subsidies shall be included in the expenses and 

no income tax shall be imposed on the housing subsidy which a worker who does not have 

the ownership receives from the employer. 

(2) Where a land owner rents his land to a rental housing constructor who intends to rent h

ouses whose exclusive area is not more than sixty meters or provides land to be engaged in 

rental business in joint with a rental housing constructor, aggregate land tax on land shall b

e reduced and exempted by applying mutatis mutandis to the provisions of paragraph (4) 3. 

In this case, rental housing shall be constructed within two years from the date on which a l

and lease contract or a joint lease contract is made. 

(3) Where no rental housing is constructed in applying the provisions of paragraph (2), the 

land owner for a land lease contract and the land owner and the rental housing constructed j

ointly for a joint lease contract shall pay the reduced aggregate land tax and an interest as d
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etermined by the Presidential Decree on aggregate land tax reduced and exempted from the 

deadline for payment of aggregate land tax to the date of its actual payment. 

(4) For rental housing (including land attached thereto) of not less than ten households seg

mented into sixty or less meters in an exclusive area as referred to in Article 2 (6) of the Ac

t on the Assistance to Residential Stability and Lump Sum-Raising Savings of Workers (he

reafter, “housing constructor” in this Article) constructed for rent, acquisition tax, registrati

on tax, property tax and aggregate land tax shall be reduced and exempted as follows: Prov

ided, That where the housing constructor fails to make preservation registration within one 

month from the date of usage inspection of rental housing and transfers it or uses it for pur

poses other than for rental of housing within five years from the completion of such 

rental of housing, acquisition tax, registration tax, property tax and aggregate land tax alrea

dy reduced and exempted shall be collected additionally: 

1. Exemption from acquisition tax and registration tax; 

2. Reduction of 50/100 in property tax; and 

3. Deduction of 50/100 of land price to be reduced and exempted from the land price ca

lculated pursuant to Article 234-15 of the Local Tax Act for aggregate land tax. 

(5) Where a housing constructor establishes a corporation in a large city to be engaged in r

ental housing construction business listed in paragraphs (2) through (4), the provisions of t

he main sentence of Article 138 (1) of the Local Tax Act shall not apply. 

(6) Where a worker buys an apartment in lots and is the first to acquire an apartment newly 

built by a housing constructor or an employer, acquisition tax and registration tax on the ac

quisition and registration of a house and land attached thereto shall be reduced as follows: 

1. Exemption from acquisition tax and registration tax where he acquires an apartment 

with forty or less meters of exclusive area; and 

2. Reduction in 50/100 of acquisition tax amount and registration tax amount calculated 

by tax rates listed in Article 112 (1) and 131 (1) of the Local Tax Act where he acqui

res an apartment house with forty or more but sixty or less meters of exclusive area. 

(7) The provisions of paragraphs (1) through (6) shall apply up to the portion for which the 

duty to pay tax was created on or before December 31, 2003. 

Article 101 (Deduction of Income for Livestock Industry) 

(1) Where a national engaged in a livestock industry as prescribed by the Presidential Decr

ee has started a livestock industry by December 31, 2000, the amount equivalent to 20/100 

of the income amount accruing from such livestock industry in the taxable year including t
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he day on which the first income accrues from the livestock industry, and up to the taxable 

year ending within three years from the day on which the following taxable year begins, sh

all be deducted from the income amount in each taxable year. 

(2) Any person who wishes to have the provisions of paragraph (1) applied, shall submit a 

detailed statement of the income deduction with the return on the tax base. 

Article 102 (Reduction and Exemption of Tax Amount for Forest Development Income) 

(1) With respect to any income accruing from a reforestation or transfer of a forest afforest

ed newly by a national according to an afforestation plan or special development area proje

ct as prescribed by the Forestry Act (including any designated development projects execut

ed in a development area designated pursuant to the previous Forestry Act before the amen

ded Forestry Act (Act No. 4206) enters into force, and falling under Article 2 of the Adden

da of the said amended Act), and any seed-gathering forest, reserve forest and natural fores

t reserve which he has afforested for ten years or more, the tax amount equivalent to 50/10

0 of the income or corporate tax shall be reduced or exempted. 

(2) Any person who desires to have the provisions of paragraph (1) applied, shall apply for 

the reduction or exemption under the provisions of the Presidential Decree. 

Article 103 (Tax Credit for Investment in Medical Instruments) 

(1) In case where a nonprofit corporation which establishes and operates a medical corpora

tion and a medical institution pursuant to the Medical Service Act (hereinafter the “medical 

corporation, etc.”) make an investment in such facilities as prescribed by the Presidential D

ecree (excluding any investment made with used articles) until December 31, 2000, an amo

unt equivalent to 5/100 of such investment amount (in case where the investment is made b

y using home-produced machines and materials as prescribed by the Presidential Decree, 1

0/100 of the investment amount) is deducted from the corporate tax in the business year inc

luding the day on which the investment is completed. 

(2) The provisions of Article 11 (3) through (5) shall apply mutatis mutandis to a person w

ho wishes to have the provisions of paragraph (1) applied. 

Article 104 (Special Cases of Inclusion of Waste Deposits and Surplus Food Value in Ex

penses) 

(1) Any waste deposits paid by a national under the Act on the Promotionof Saving and Re

cycling of resources until the tax year which ends on or before December 31, 2000 shall be 

included in the expenses in calculating an income amount for each tax year. <Amended by A

ct No. 6045, Dec. 28, 1999> 
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(2) An amount returned to by a national from among that appropriated by it for the expense

s pursuant to paragraph (1) shall be included in the expenses in calculating a tax amount fo

r the tax year in which it was returned. <Amended by Act No. 6045, Dec. 28, 1999> 

(3) Where a domestic corporation as determined by the Presidential Decree donates gratuit

ously any surplus food derived from the business to a surplus food recyclist as determined 

by Presidential Decree (hereafter, “surplus food recyclist” in this Article) or a person desig

nated by the surplus food recyclist by the tax year which ends on or before December 31, 2

000, an amount equivalent to the donated surplus food value (referring to book value) shall 

be included in the expenses in calculating an income amount for each tax year. <Amended b

y Act No. 6045, Dec. 28, 1999> 

Article 104-2 (Subsidies for Fishery Business Operators in Connection with Fishery Tre

aties) 

(1) The income tax or the corporate tax shall be exempted from any subsidy falling under a

ny of the following subparagraphs: 

1. Subsidies granted to those engaged in fishing business, etc. (hereafter, “fishery busin

ess operators” in this Article) under the provisons of Article 4 (1) of the Special Act 

for Support to Fishery Business Operators in Connection with Fisheries Treaties and 

Development of Fisheries following the conclusion of fishery treaties; and 

2. Unemployment subsidies granted to fishing vessel crews under the provisions of Arti

cle 5 (1) of the Special Act for Support to Fishery Business Operators in Connection 

with Fisheries Treaties and Development of Fisheries. 

(2) Subsidies given to fishery business operators for the renovation of fishing vessels and g

ears and fishing operation costs under the provisions of Article 4 (3) of the Special Act for 

Support to Fishery Business Operators in Connection with Fisheries Treaties and Develop

ment of Fisheries (hereafter, “fishery subsidies” in this paragraph) shall not be included in t

heir operating income in calculating the income amount of the corresponding fishery busin

ess operators, and the expenditure of such subsidies for fishery business or any depreciatio

n allowances against assets purchased using such subsidies for fishery business shall not be 

included in their operating expenses. 

Article 105 (Application of Zero Tax Rate to Value-Added Tax) 

A zero tax rate shall apply to the value-added tax on a supply of the goods or services fallin

g under any of the following subparagraphs under the conditions as determined by the Pres

idential Decree. In this case, the provisions of subparagraphs 5 and 6 shall apply only to th
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e portions supplied until December 31, 2000: <Amended by Act No. 6045, Dec. 28, 1999> 

1. Defense industry materials as prescribed by the Act on the Special Measures for Defe

nse Industry, which are supplied by the defense industry designated under the said A

ct (including those used by the police for their operation), experimental products pro

duced and supplied by those designated as a priority control target under the Emerge

ncy Resources Management Act, and services furnished as mobilization of resources

; 

2. Oils supplied to military units and organizations established under the Act on the Org

anization of National Armed Forces; 

3. Urban railway construction services furnished directly to the State, local government

s or the Urban Railroad Corporation to which the Urban Railroad Act applies (includ

ing the Busan Traffic Corporation as prescribed by the Busan Traffic Corporation A

ct); 

3-2. Social infrastructure facilities and their construction services supplied to the Stat

e or local governments in manners consistent with the provisions of subparagraph 1 o

f 2 of Article 44 the Act on Promotion of Private Capital into Social Overhead Capit

al Investment; 

4. Supplementary aids for disabled persons, as prescribed by the Presidential Decree; 

5. Machinery and materials falling under each of the following items, which are supplie

d to farmers and persons engaged in forestry business as prescribed by the Presidenti

al Decree for the operations of agriculture, livestock and forestry (including machine

ry and materials supplied to them through cooperatives and their national federations 

established in accordance with the Agricultural Cooperatives Act, the Livestock Indu

stry Cooperatives Act, the Tobacco Producers Cooperatives Act, the Ginseng Coope

ratives Act, or the Forestry Cooperatives Act: and 

(a) Fertilizers as prescribed by the Fertilizers Control Act, and prescribed by the Pres

idential Decree; 

(b) Agricultural chemicals as prescribed by the Agrochemicals Control Act, and pres

cribed by the Presidential Decree; 

(c) Farming machines to supplement the insufficient manpower in agricultural villag

es and to contribute to the improvement of agricultural productivity, and prescrib

ed by the Presidential Decree; 

(d) Machines and materials for the livestock industry to supplement the shortage of m



 

101 

 

anpower in the livestock industry, and to contribute to the improvement of produ

ctivity of the livestock industry, which are prescribed by the Presidential Decree; 

(e) Feed as prescribed by the Control of Livestock and Fish Feed Act (excluding that 

exempted from value-added tax pursuant to Article 12 of the Value-Added Tax A

ct); and 

(f) Machines and materials for forestry to contribute to the protection and promotion 

of the development of forests, and prescribed by the Presidential Decree; 

6. Fishing machinery and materials falling under each of the following items, which are 

supplied to fishermen prescribed by the Presidential Decree for the operations of coa

stal fishing and inland fish farm (including machinery and materials supplied to such 

fishermen through fisheries cooperatives and fishing village societies as well as their 

national federations established in accordance with the Fisheries Cooperatives Act: 

(a) Feed as prescribed by the Control of Livestock and Fish Feed Act (excluding that 

exempted from value-added tax pursuant to Article 12 of the Value-Added Tax A

ct); and 

(b) Other things as prescribed by the Presidential Decree. 

Article 106 (Exemption of Value Added Tax) 

(1) The supply of goods or services falling under any of the following subparagraphs shall 

be exempted from the value added tax. In this case, the provisions of subparagraphs 1 throu

gh 3 and 9 shall apply only to the portions supplied by December, 31, 2003 while the same 

provisions shall apply only to the portions supplied by December 31, 2000 for those prescri

bed in the Presidential Decree among the items listed in subparagraph 6 and those listed in 

subparagraphs 7 and 8: <Amended by Act No. 5996, Aug. 31, 1999> 

1. Petroleum supplied directly to the National Federation of Fisheries Cooperatives esta

blished under the Fisheries Cooperatives Act to be used for independent electricity g

eneration in island areas in which the general electricity enterprisers as referred to in 

Article 2 of the Electricity Business Act are unable to supply the electricity, or it is d

ifficult to supply the electricity for a considerable period of time, if such oils are atte

sted by the Minister of Commerce, Industry and Energy (including any agency deleg

ated under Article 65 of the said Act); 

2. Food supply services (limited to meals) supplied by those who operate business place

s as prescribed by the Presidential Decree, such as factories, mines, construction site

s and similar places, and schools as referred to in Article 2 of the Elementary and Se
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condary Education Act and Article 2 of the Higher Education Act (hereafter,the “bus

iness place, etc.” in this subparagraph) by operating directly dining halls in premises 

or campuses of the business place, etc., for the welfare of employees or students or s

upplied by school meals suppliers entrusted by the heads of schools falling under an

y of subparagraphs of Article 4 of the School Meals Act directly to such schools in t

he method of entrusted meals. In this case, matters necessary for the exemption of va

lue-added tax for entrusted meal such as attestation of supply value for entrusted me

als shall be determined by the Presidential Decree; 

3. Vicarious services for agricultural and fishery management and farming and fishing, 

as prescribed by the Presidential Decree; 

4. National housing as prescribed by the Presidential Decree, and services for constructi

on of such houses; 

5. Deleted; <by Act No. 6045, Dec. 28, 1999> 

6. Goods and services supplied by any organization acting for the Government affairs a

s determined by the Presidential Decree, which are determined by the Presidential D

ecree; 

7. Petroleum for agriculture and the fishery industry, which are prescribed by the Presid

ential Decree; 

8. Petroleum supplied directly to the Korea Shipping Association established under the 

Korea Shipping Association Act to be used for passenger vessels operating in coasta

l seas; 

9. Buses which use natural gases as a fuel and are supplied for intra-city passenger trans

portation services under the Passenger Transport Service Act; and 

10. Items which are used for treatment of rare diseases and prescribed by the Presidenti

al Decree from among the goods as prescribed in the provisions of Article 28-6 (1) 5 

of the Customs Duties Act. 

(2) The value-added tax shall be exempted on any import of the goods falling under any of 

the following subparagraphs. In this case, the provisions of subparagraphs 5 and 6 shall ap

ply only to the portions declared for import by December 31, 2003, and the provisions of s

ubparagraphs 7 through 9 shall apply only to the portion declared for import by December 

31, 2000: <Amended by Act No. 6136, Jan. 12, 2000> 

1. Anthracite coal; 

2. Goods for construction of urban railroads, public railroads or highspeed railways whi
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ch it is difficult to manufacture in Korea (limited to goods for which the customs dut

y is reduced); 

3. Vessels to be used for any taxable projects; 

4. Bonded construction goods to be used for any taxable projects, which are prescribed 

by the Customs Duties Act; 

5. Goods which the local government or the Korean Organizing Committee for the 200

2 FIFA World Cup Korea and Japan imports as goods for manufacturing and constru

cting the athletic facilities and for conducting the games, if such goods are difficult t

o manufacture in Korea; 

6. Goods to be used by local governments and the Busan Asian Games Organizing Com

mittee for manufacturing and constructing the facilities for the Asian Games and for 

conducting the games, if such goods are difficult to manufacture in Korea; 

7. Goods to be used by local governments, the Winter Asian Games Organizing Commi

ttee and owners of the facilities related to the Winter Asian Games for manufacturin

g and constructing the facilities for the Winter Asian Games and for conducting the g

ames, if such goods are difficult to manufacture in Korea; 

8. Goods to be used by the incorporated association, the Korea Traders Association esta

blished with the permission of the competent Minister under Article 32 of the Civil A

ct (hereinafter the “Korea International Trade Association”) for manufacturing and c

onstructing the facilities for the Third Asia-Europe Meeting (hereinafter the “Asia-E

urope Meeting”) and for conducting the conference, if such goods are difficult to ma

nufacture in Korea and if such goods are prescribed by the Presidential Decree; 

9. Machines and materials for the agriculture and livestock industry which such farmers 

as prescribed by subparagraph 5 of Article 105 import directly or machines and mate

rials for fishery which fishermen referred to in subparagraph 6 of the Article 105 im

port directly, if such machines and materials are prescribed by the Presidential Decre

e; and 

10. Equipment, machines and materials to be used directly for the business of the Educa

tional Broadcasting System established under the Educational Broadcasting System 

Act. 

Article 107 (Special Cases of Indirect Tax on Foreign Businessman, etc.) 

(1) With respect to goods which foreign tourists, etc. purchase from businessmen as design

ated by the Government to take out of Korea, the zero tax rate of the value-added tax may a
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pply, or the amount of the valueadded tax on such goods may be refunded under the provis

ions of the Presidential Decree. 

(2) With respect to goods which foreign tourists, etc. purchase at stores as designated by th

e Government to take out of Korea, the special consumption tax may be exempted, or the a

mount of the special consumption tax on such goods may be refunded under the provisions 

of the Presidential Decree. 

(3) If the goods which are exempted from, or for which the value-added tax is refunded or t

he special consumption tax (including the application of the zero tax rate of the value-adde

d tax) under paragraphs (1) and (2) fail to be taken out of Korea, the Government shall coll

ect the value added tax and the special consumption tax under the provisions of the Preside

ntial Decree. 

(4) In application of the provisions of paragraphs (1) through (3), the matters necessary for 

the scope of the foreign tourists, etc., extent of the goods subject to such provisions, proced

ure of purchase and sale, and refund of the tax amount, etc. shall be prescribed by the Presi

dential Decree. 

(5) If a foreign corporation which has no business place in Korea and carries on a business 

in a foreign country (hereafter, the “foreign businessman” in this Article) purchases or is su

pplied with such goods or services as provided in the following subparagraphs for business 

in Korea, the value-added tax related to such goods or services may be refunded to such for

eign business under the provisions of the Presidential Decree: 

1. Services for food and lodging; 

2. Services for advertisement; and 

3. Other goods or services as prescribed by the Presidential Decree. 

(6) Any value-added tax imposed on goods or services (excluding any goods or services ap

plicable to the provisions of Article 11 of the Value-Added Tax) which are bought or recei

ved by a foreign diplomat or other person with the corresponding status who is stationed in 

Korea and prescribed by the Presidential Decree (hereafter, “diplomat, etc.” in this Article) 

may be refunded to such diplomat, as within the limit of one million won per year as prescr

ibed by the Presidential Decree. <Amended by Act No. 6045, Dec. 28, 1999> 

(7) The refund of the value-added tax pursuant to paragraphs (5) and (6) shall apply only w

hen a relevant foreign country makes the same refunds to Korean businessmen, diplomats o

r diplomatic envoy missions. 

Article 108 (Special Cases of Input Tax Amount of Value-Added Tax Deduction on Rec
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ycled Waste Resources, etc.) 

(1) If a businessman gathering any recycled waste resources and used Articles acquires any 

recycled waste resources and used articles from the State, local governments or other perso

ns as prescribed by the Presidential Decree, and manufactures, or processes, or supplies the

m, the amount calculated under the provisions of the Presidential Decree may be deducted 

as the input tax amount from the output tax amount as provided in Article 17 (1) of the Val

ue-Added Tax Act. 

(2) In application of the provisions of paragraph (1), matters necessary for the scope of the 

businessmen gathering recycled waste resources and used articles, the scope of the recycle

d waste resources and used articles, a method of deducting the input tax amount, etc., shall 

be prescribed by the Presidential Decree. 

Article 109 (Exemption of Special Consumption Tax on Goods Whose Production Is Di

fficult in Korea) 

The goods falling under any of the following subparagraphs, which are imported from fore

ign countries as their production is difficult in Korea on or on or before December 31, 2000 

shall be exempted from the special consumption tax: <Amended by Act No. 6045, Dec. 28, 199

9; Act No. 6136, Jan. 12, 2000> 

1. Goods to be used directly by any of corporations listed in the following items: 

(a) Any specific research institution (including any joint management organization) g

overned by the Support of Specific Research Institution Act; 

(b) and (c) Deleted; <by Act No. 6045, Dec. 28, 1999> 

(d) The Academy of Korean Studies established under the Act on the Support of the 

Academy of Korean Studies; 

(e) The National Defense Science Research Center established under the National De

fense Science Research Center Act; 

(f) Deleted; and <by Act No. 6045, Dec. 28, 1999> 

(g) Research institutes prescribed by the Presidential Decree from among governmen

t-invested research institutes which are under the application of the Act on Establ

ishment, Operation and Fosterage of Government-Invested Research Institutes ((l

imited to specific research institutes established in accordance with the Support o

f Specific Research Institutions Act prior to the enforcement of the Act as the Ac

t No. 5733, research institutes attached to specialized research institutes, which a

re included in government-invested research institutes, and other research institut
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es which have been under the application of the Korea Development Institute Ac

t, the Korea Institute for Industrial Economics and Trade Act, and the Korea Edu

cation Development Institute Act which have been all repealed by the Act on Est

ablishment, Operation and Fosterage of Government-Invested Research Institutes

). 

2. Goods to be used directly for education in the vocational schools established under th

e Elementary and Secondary Education Act, and in the technical colleges (including 

the attached technical colleges) established under the Technical College Act, or for v

ocational abilities 

development training under the Vocational Training Promotion Act; 

3. Equipment, machines and materials to be used directly for eliminating the areas in w

hich it is difficult to watch and listen to television and radio, and for the improvemen

t of overseas broadcasting, by the Korea Broadcasting System established under the 

Korea Broadcasting Corporation Act; 

4. Raw materials to be used by a person engaged in a defense industry; 

5. Samples to be used for experimentation and research to develop new products or tech

nology by research institutes attached to enterprises, and departments in exclusive ch

arge of the research and development of enterprises as prescribed by the Technology 

Development Promotion Act, and by the industrial technology research association a

s prescribed by the Act on the Support of the Industrial Technology Research Associ

ation; 

6. Goods to be used directly for research by research institutes, or nonprofit corporation

s, as prescribed by the Ordinance of the Ministry of Finance and Economy; 

7. Goods which local government and the Korean Organizing Committee for the 2002 F

IFA World Cup Korea and Japan import as goods for manufacturing and constructin

g the athletic facilities and for conducting the games; 

8. Goods to be used by local governments and the Busan Asian Games Organizing Com

mittee for manufacturing and constructing the facilities for the Asian Games and for 

conducting the games; 

9. Goods to be used by local governments, the Winter Asian Games Organizing Commi

ttee and owner of the facilities related to the Winter Asian Games for manufacturing 

and constructing the facilities for the Winter Asian Games and for conducting the ga

mes; 
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10. Goods to be used by the Korea International Trade Association for manufacturing a

nd constructing the facilities for the Asia-Europe Meeting and for conducting the co

nference if such goods are prescribed by the Presidential Decree; 

11. Samples for testing and research to develop new goods or new technology by a foun

dation which is a project executor of an industrial technology complex designated by 

the Act on Special Cases for Assisting Industrial Technology Complexes; and 

12. Goods to be used directly for the business of the Educational Broadcasting System e

stablished under the Educational Broadcasting System Act. 

Article 110 (Exemption of Special Consumption Tax on Passenger Cars for Diplomats, 

etc.) 

(1) Any domestically-made passenger car purchased by a diplomat stationed in Korea as pr

escribed by the Presidential Decree, and such car purchased for business by a foreign civil 

assistance organization registered under the relevant convention on the recommendation of 

the competent minister, shall be exempted from the special consumption tax. 

(2) Any national who wishes to take a domestically-made passenger car as referred to in pa

ragraph (1) out of the manufacturing place shall obtain the approval by the chief of the com

petent tax office under the provisions of the Presidential Decree. 

Article 111 (Exemption of Special Consumption Tax or Traffic Tax on Oils) 

Oils falling under any of the following subparagraphs shall be exempted from the special c

onsumption tax or the traffic tax. In this case, for oils listed in subparagraph 2 until Decem

ber 31, 2000, and for oils listed in subparagraphs 3 and 4, until December 31, 2003, it shall 

apply only to the portion taken out of a manufacturing place or a bonded area: 

1. Oils listed in subparagraph 2 of Article 105; 

2. Oils listed in Article 106 (1) 1; 

3. Oils listed in Article 106 (1) 7; and 

4. Oils listed in Article 106 (1) 8. 

Articles 112 and 112-2 Deleted. <by Act No. 6045, Dec. 28, 1999> 

Article 113 (Procedure, etc. for Exemption of Special Consumption Tax and Traffic Ta

x) 

(1) If any goods prescribed in Articles 109 through 111 are not used for the intended purpo

se or are transferred within five years after such goods are imported into the country as tax-

free goods (within the period as prescribed by Commissioner of the National Tax Administ

ration in case of those goods exempted from the special consumption tax pursuant to the pr
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ovisions of subparagraphs 7 through 10 of Article 109), the exempted tax shall be collected 

retroactively. <Amended by Act No. 5996, Aug. 31, 1999; Act No. 6045, Dec. 28, 1999> 

(2) If any oils on which the special consumption tax or traffic tax is imposed are used for th

e purpose as provided in subparagraph 1 or 2 of Article 107, the already paid tax amount m

ay be refunded, or deducted from the tax amount to be paid or collected. 

(3) The Special Consumption Tax Act or the Traffic Tax Act shall apply mutatis mutandis t

o the procedures for exempting the special consumption tax or traffic tax (including the me

asures to be taken in a case where the tax exemption procedures are not fulfilled) pursuant t

o Articles 109 through 111, the procedure for collecting the tax pursuant to the provisions o

f paragraph (1), or the refund or tax credit pursuant to paragraph (2), depending on the corr

esponding goods. <Amended by Act No. 5996, Aug. 31, 1999; Act No. 6045, Dec. 28, 1999> 

Article 114 (Exemption of Special Consumption Tax and Liquor Tax on Goods Sold to 

Military Personnel) 

(1) Goods (limited to goods manufactured in Korea) sold to military personnel, military ser

vice officials and those who have received the orders of military merit Taekeuk and Ulji, as 

prescribed by the Presidential Decree, at stores operated directly by the military authorities

, shall be exempted from the special consumption tax or the liquor tax. 

(2) The Minister of National Defense shall determine the ceiling of tax exemption by item i

n each year, in consultation with the Minister of Finance and Economy, not later than Dece

mber 31 in the preceding year. 

(3) Any goods exempted from tax under paragraph (2), or any packages and containers ther

eof shall carry the indication that the goods are taxfree subject to the conditions as determi

ned by the Commissioner of the National Tax Administration. 

(4) The amount equivalent to the liquor tax amount on the liquors to be used for raw materi

als of the liquors exempted from the tax under paragraph (1), shall be refunded or deducted

, but it shall be subject to mutatis mutandis application of the provisions of Article 35 (3) o

f the Liquor Tax Act. <Amended by Act No. 6045, Dec. 28, 1999> 

(5) Matters necessary for the scope of the goods to be exempted from tax, the procedure of 

tax exemption, and the collection of the exempted tax amount under paragraph (1) shall be 

prescribed by the Presidential Decree. 

Article 115 (Exemption of Liquor Tax) 

(1) Any liquor provided by an entertainment restaurant among the business facilities used b

y tourists as prescribed by the Tourism PromotionAct, which is used exclusively for foreig
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n military personnel and foreign seamen in Korea shall be exempted from the liquor tax. 

(2) The amount equivalent to the liquor tax amount on the liquors to be used for raw materi

als of the liquors exempted from the tax under paragraph (1) shall be refunded or deducted, 

but it shall be subject to mutatis mutandis application of the provisions of Article 35 (3) of 

the Liquor Tax Act. <Amended by Act No. 6055, Dec. 28, 1999> 

(3) The provisions of Article 31 of the Liquor Tax shall apply mutatis mutandis to the proc

edures for exempting the liquor tax under the provisions of paragraph (1). <Amended by Act 

No. 6055, Dec. 28, 1999> 

Article 116 (Exemption of Stamp Tax) 

(1) The stamp tax shall be exempted on the documents falling under any of the following s

ubparagraphs: <Amended by Act No. 6045, Dec. 28, 1999> 

1. Documents concerning things to be used exclusively for the mails under the Postal S

ervice Act; 

2. Documents concerning postal money orders as prescribed by the Postal Money Order 

Act; 

3. Documents concerning postal transfers as prescribed by the Postal Transfer Act; 

4. Documents concerning things to be used exclusively for telecommunication, or to ser

ve the utilization thereof, by a basic telecommunication enterpriser as prescribed by t

he Telecommunication Business Act; 

5. Certificates of loans for consumption and contracts of bills prepared by each member 

(including a member of a cooperative and a member of a village society) to obtain lo

ans from credit cooperatives established in accordance with the Credit Cooperatives 

Act, the Saemaul savings depositories established in accordance with the Saemaul S

avings Depository Act, agricultural cooperatives established in accordance with the 

Agricultural Cooperatives Act, livestock cooperatives established in accordance with 

the Livestock Industry Cooperatives Act, fisheries cooperatives and fishing village s

ocieties established in accordance with the Fisheries Cooperatives Act, tobacco prod

ucers cooperatives established in accordance with the Tobacco Producers Cooperativ

es, ginseng cooperatives established in accordance with the Ginseng Cooperatives A

ct, and forestry cooperatives established in accordance with the Forestry Cooperative

s Act, or from national federations thereof: Provided, That the same shall not apply t

o the case where the total amount of the loans extended to the same person exceeds t

hirty million won; 
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6. Children deposit passbooks, and the deposit and installment savings certificates and b

ankbooks of members concerned (including members of the fishing village fraternity 

as prescribed by the Fisheries Cooperatives Act) prepared by the credit cooperative a

ssociations established under the Credit Cooperatives Act, the saemaul saving depos

itories established under the Saemaul Saving Depository Act, the agricultural cooper

atives established under the Agricultural Cooperatives Act, the livestock cooperative

s established under the Livestock Industry Cooperatives Act, the fisheries cooperativ

es and the fishing village fraternities established under the Fisheries Cooperatives A

ct, the tobacco producers cooperatives established under the Tobacco Producers Coo

peratives Act, the ginseng cooperatives established under the Ginseng Cooperatives 

Act, and the forestry cooperatives established under the Forestry Cooperatives Act; 

7. Certificates and documents attesting the establishment, transfer, change or extinguish

ment of property rights due to the rearrangement projects of agricultural and fishing 

villages executed under the Rearrangement of Agricultural and Fishing Villages Act, 

projects for optimizing the management scale of a farm household, such as sale, purc

hase, lease, exchange, division and putting together, etc., of the farmland, executed u

nder the Korea Agricultural and Rural Infrastructure Corporation and Farmland Man

agement Fund Act, and projects forming the agricultural and fishing villages settlem

ent living zones executed under the Act on the Special Measures for Development of 

Agricultural and Fishing Villages; 

8. Documents prepared due to the necessity for taking the procedure of transfer, in case 

of a transfer of land, etc. to which the Act on Special Cases concerning the Acquisiti

on of Lands for Public Use and the Compensation for Their Loss is applied, to the St

ate, local governments, or corporations established under other special Acts; 

9. Documents prepared to have the agricultural and fishing villages housing improveme

nt funds extended as a loan, or to purchase on credit the materials for construction of 

houses, from the agricultural cooperative association established under the Agricultu

ral Cooperatives Act; 

10. Certificates and documents prepared by a farmer (including the farming association 

corporation and agricultural company), stock breeder, fisherman (including incorpor

ated fishing associations), forest owner or forest manager for the purpose of a contra

ct cultivation, shipment, sale, processing, keeping, etc. of agricultural, livestock, fish

eries or forestry products, together with the agricultural cooperatives established und
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er the Agricultural Cooperatives Act, the livestock cooperatives established under th

e Livestock Industry Cooperatives Act, the fisheries cooperatives by area and by cate

gory of business established under the Fisheries Cooperatives Act (including the fish

ing village fraternities established under the Fisheries Cooperatives Act), the tobacco 

producers cooperatives established under the Tobacco Producers Cooperatives Act, t

he ginseng cooperatives established under the Ginseng Cooperatives Act, the forestr

y cooperatives established under the Forestry Cooperatives Act, or the Federation th

ereof as well as documents prepared to purchase the goods on credit; 

11. Documents prepared in connection with any farmland formation projects executed u

nder the Public Waters Reclamation Act; 

12. Contract on a consignment of manufacture of any items designated to be systematiz

ed, which are prepared between the entrusting and entrusted enterprises under the Ac

t on the Protection of the Business Sphere of Small and Medium Enterprises and Pro

motion of Their Cooperation; 

13. Documents prepared newly as a result of any change of the organization of such cor

poration among those established under the special Acts as is prescribed by the Presi

dential Decree into a company as prescribed by the Commercial Act due to the amen

dment or repeal of such special Acts; 

14. The monetary stabilization bonds issued by the Bank of Korea under the Bank of K

orea Monetary Stabilization Bonds Act. 

15. Documents prepared by the Busan Asian Games Organizing Committee; 

16. Documents prepared in relation to a bond which an international financial institutio

n, as prescribed in the Act on the Measures for the Admission of International Finan

cial Institutions, issues and issuance of the bond; 

17. Documents prepared by the Winter Asian Games Organizing Committee; 

18. Documents prepared by the Korean Organizing Committee for the 2002 FIFA Worl

d Cup Korea and Japan; and 

19. Certificates, passbooks and contracts, etc. prepared by a founder under the Support f

or Small and Medium Enterprise Establishment Act (limited to category of business l

isted in Article 3 of the same Act) within two years from the founding day to obtain l

oans from financial institutions as determined by the Presidential Decree in connecti

on with his business. 

(2) The provisions of paragraph (1) shall apply only to the tax documents prepared by the t
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ime limit provided for in the following subparagraphs: 

1. Paragraph (1) 12, 15, 18 and 19: December 31, 2003; and 

2. Paragraph (1) 5, 6, 9, 10 and 17: December 31, 2000. 

Article 117 (Exemption of Securities Transaction Tax) 

(1) Securities transaction tax shall be exempted in any of the following subparagraphs: <Am

ended by Act No. 5996, Aug. 31, 1999; Act No. 6045, Dec. 28, 1999> 

1. Where a small and medium startup venture company or a small and medium startup v

enture cooperative transfers stock certificates or equities acquired by making direct i

nvestments in a business founder or a venture company; 

2. Where a new technology project financier or a new technology project investment co

operative transfers stock certificates or equities acquired by making direct investmen

ts in a new technology businessman; 

2-2. Where a venture investment cooperative established in accordance with the Act 

on Special Measures for the Promotion of Venture Businesses transfers stock certific

ates or equity shares acquired by investing in an enterprise subject to corporate restru

cturing; 

2-3. Where a venture investment cooperative established in accordance with the Act on Sp

ecial Measures for Promotion of Venture Businesses transfers stock certificates or equity s

hares acquired by investing in a business founder or a venture business; 

3. Where the management company in a securities investment trust under the Securities 

Investment Trust Business Act incorporates stock certificates into or withdraw them 

from the trust money; 

4. Where the trustee company in a securities investment trust listed in subparagraph 3 tr

ansfers stock certificates belonging to the trust property through a securities market (

hereafter, “securities market” in this Article) or association brokerage market (hereaf

ter, “association brokerage market” in this Article) under the Securities and Exchang

e Act; 

5. Where a management company (excluding merchant banks engaged in securities inv

estment trust business pursuant to Article 7 (2) 2 of the Merchant Banks Act) listed i

n subparagraph 3 transfers stocks on hold through a securities market or association 

brokerage market; 

6. Where a foreign corporation established for stock investment transfers stock certifica

tes acquired on permission, etc. by the Minister of Finance and Economy on stock in
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vestment in the country under the Foreign Exchange Transactions Act or the Securiti

es and Exchange Act, through a securities market or association brokerage market; 

7. Where an insolvent financial institution transfers stock certificates or equities on hold 

pursuant to any timely corrective measures or a decision on contract transfer or a fin

ancial institution which took over stock certificates or equities from the insolvent fin

ancial institution transfers them again; 

8. Where the Korea Deposit Insurance Corporation or a reorganizing financial institutio

n transfers stock certificates or equities acquired from an insolvent financial instituti

on to carry out the business of reorganizing insolvent financial institutions pursuant t

o Article 18 (1) 4 or 26-5 of the Depositor Protection Act; 

9. Where the Korea Asset Management Corporation transfers stock certificates or equiti

es acquired from an insolvent financial institution to carry out the business of reorga

nizing insolvent financial institutions; 

10. Where a mutual fund under the Mutual Fund Act transfers stock certificates through 

a securities market or association brokerage market; 

11. Where a corporate restructuring mutual fund acquires stock certificates or equities w

hich do not belong to a large enterprise group under the Monopoly Regulation and F

air Trade Act and transfers them pursuant to Article 78 (1) 1 of the Mutual Fund Act

; 

12. Where a corporate restructuring specialized company established under the provisio

ns of Article 55 transfers stock certificates or equities of anenterprise subject to corp

orate restructuring after acquiring them; 

13. Where a stockholder affiliated with an enterprise group referred to in subparagraph 

2 of Article 2 of the Monopoly Regulation and Fair Trade Act transfers stock certific

ates pursuant to Article 46 (1); 

14. Where stocks are invested in kind to establish a new corporation referred to in Artic

le 38; and 

15. Where the controlling shareholders, investors or persons in a special relationship wi

th them of a small and medium enterprise that has become insolvent (hereafter, “inso

lvent small and medium enterprise” in this Article) transfer all of their stocks or own

ership shares of the insolvent enterprise to its employees (including its labor union) i

n the manners prescribed by the Presidential Decree. 

(2) The provisions of paragraph (1) shall apply only to the portions transferred, withdrawn, 



 

114 

 

incorporated or invested in kind by the time limit provided in the following subparagraphs: 

<Amended by Act No. 5996, Aug. 31, 1999; Act No. 6045, Dec. 28, 1999> 

1. Paragraph (1) 1, 2, 2-2, 2-3, 11,12 and 15: December 31, 2003; 

2. Paragraph (1) 3, 4, 5 and 10: December 31, 2000; and 

3. Paragraph (1) 13 and 14: December 31, 1999. 

(3) The Presidential Decree shall prescribe the scope of the controlling shareholders, invest

ors and persons in a special relationship with them referred to in paragraph (1) 15. <Newly I

nserted by Act No. 5996, Aug. 31, 1999> 

(4) A person who intends to have the provisions of paragraph (1) applied shall make an app

lication for tax reduction and exemption. 

Article 118 (Reduction of Customs) 

(1) The customs duty may be abated on the goods, whose production is difficult in Korea, f

alling under any of the following subparagraphs: <Amended by Act No. 6045, Dec. 28, 1999> 

1. Goods imported for construction of urban railroads, public railroads, high-speed railr

oads, or Incheon International Airport: Provided, That goods used for the constructio

n of Incheon International Airport shall be limited to what are imported by Decembe

r 31, 2000; 

2. Parts for manufacturing farming machines, which are introduced by farming machine

s manufacturers to promote farming mechanization; 

3. Machines and materials for manufacturing solar energy-driven machinery and tools, 

which are introduced by manufacturers of solar energy-driven machinery and tools; 

4. Sophisticated medical instruments and appliances introduced by national and public 

medical institutions, medical centers and medical corporations which are local corpo

rations(including medical institutions attached to school corporations, special corpor

ations, social welfare corporations, incorporated associations and foundations); 

5. Goods which local governments and the Busan Asian Games Organizing Committee 

import as goods for manufacturing and constructing the facilities for the Asian Game

s and for conducting the games (including machines and materials for the use of scie

ntific training of athletes); 

6. Goods which local governments, the Winter Asian Games Organizing Committee an

d owners of the facilities related to the Winter Asian Games import as goods for man

ufacturing and constructing the facilities for the Winter Asian Games and for conduc

ting the games (including machines and materials for the use of scientific training of 
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athletes); 

7. Goods which the Korea International Trade Association imports as goods for manufa

cturing and constructing the facilities for the Asia and Europe Summit Conference a

nd for conducting the conference; 

8. Goods which local governments and the Korean Organizing Committee for the 2002 

FIFA World Cup Korea and Japan import as goods for manufacturing and constructi

ng the facilities for the 2002 World Cup and for conducting the games (including ma

chines and equipment for the use of scientific training of athletes); and 

9. Goods imported for construction and operation of trade exposition centers under the 

provisions of Article 4 of the Foreign Trade Act. 

(2) The goods on which the customs duty is reduced under paragraph (1), and rate of reduc

tion shall be prescribed by the Ordinance of the Ministry of Finance and Economy. 

(3) If goods on which the customs duty is reduced under paragraph (1) are used for any pur

pose other than that as referred to in each subparagraph of paragraph (1) in a period as dete

rmined by the Administrator of the Korea Customs Service within the limit of three years a

fter the import license is granted (including a case where such goods are not used continuo

usly for the prescribed purpose for a period of time as determined by the Administrator of t

he Korea Customs Service), or transferred to a person who will use them for a purpose othe

r than that for which thecustoms duty is reduced, the reduced customs duty shall immediate

ly be collected from the person who has used them for the purpose other than such purpose

, or the transferor and, if it is impossible to collect the customs duty from the transferor, the 

reduced customs duty shall immediately be collected from the transferee: Provided, That su

ch goods are destroyed due to any disaster or by any inevitable reason, or destroyed with th

e approval of the customs collector, this shall not apply. 

(4) The provisions of the proviso of Article 34-2 (1) of the Customs Duties Act shall not be 

applicable in a case where the customs duties are collected under paragraph (3). 

Article 119 (Exemption of Registration Tax) 

(1) The registration tax shall be exempted on the cases of registration falling under any of t

he following subparagraphs: <Amended by Act No. 5996, Aug. 31, 1999; Act No. 6045, Dec. 28, 1

999> 

1. Registration of any investment in kind under the Act on the Contribution In-kind of S

tate Properties; 

2. Registration of any property taken over due to a merger or transfer of the whole busi
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ness under Article 49 or other mergers as prescribed by the Presidential Decree; 

3. Registration of any property for business taken over by a corporation established by, 

or surviving after, the consolidation of small and medium enterprises referred to in A

rticle 31; 

4. Registration of any property for business acquired by an investment in kind as provid

ed in Article 32; 

5. Registration of incorporation of a corporation by the change of organization as provi

ded in Article 116 (1) 3, and on any property for business acquired by such change o

f organization; 

6. Registration of any property (limited to property as determined by the Presidential D

ecree) acquired by the Korea Asset Management Corporation; 

7. Registration of business property acquired through investment in kind or a spin-off o

f a company under the provisions of in Articles 38 and 38-2; 

8. Registration of any property acquired by a donation referred to in Article 41; 

9. Registration of any property acquired by a donation referred to in Article 46; 

10. Registration of any property acquired by a division meeting under any of subparagr

aphs (Article 47 (1) of the said Act for spin-off) of Article 46 (1) of the Corporate Ta

x Act; 

11. Registration of any property acquired by asset exchange referred to in Article 50 of 

the Corporate Tax Act; 

12. Registration of any property which a financial institution under subparagraph 1 of A

rticle 2 of the Act on the Structural Improvement of the Financial Industry, the Kore

a Asset Management Corporation, the Korea Deposit Insurance Corporation or a reo

rganizing financial institution took over from an insolvent financial institution which 

has been subject to any timely corrective measures (limited to an order for business t

ransfer or contract transfer) or a decision on contract transfer; 

13. Registration, where a special purpose company takes over securitized assets from a

n asset owner or operates or disposes of it according to an asset-backed securitizatio

n plan registered pursuant to Article 3 of the Asset-Backed Securitization Act until D

ecember 31, 2001, which falls under any of the following items: 

(a) Registration of ownership transfer of real estate; 

(b) Registration of transfer of mortgage; and 

(c) Registration of provisional registration on auction application, provisional seizure 
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or provisional disposition. 

14. Registration of any property acquired by a financial institution as determined by the 

Presidential Decree (hereafter, “financial institution” in this subparagraph and Articl

e 120 (1) 13 and (5) 4) from a national being liquidated under the application of the p

rovisions of Article 39 (9); 

15. Registration of any investment where the Korea Deposit Insurance Corporation inve

sts pursuant to Articles 8, 11, and 12 of the Act on the Structural Improvement of the 

Financial Industry; 

16. Registration falling under any of the following subparagraphs in relation to acquisiti

on, management, operation, or disposition of home mortgage rights transferred, on o

r on or before December 31, 2001, from financial institutions to a company organize

d pursuant to the Special Purpose Companies for Mortgage-Backed Bonds Act (or th

e Act on Home-Mortgage-Backed Security Companies) to perform the business of h

ome-mortgage-backed securities (hereinafter “a homemortgage-security company”) 

pursuant to such asset securitization plans as prescribed under Article 4 of the same 

Act: and 

(a) Registration on transfer of mortgage rights; 

(b) Registration or provisional registration pertaining to petitions filed for auction sal

e, provisional seizure or disposition; or 

(c) Registration on transfer of ownership titles through exercise of mortgage rights; 

17. Registration of assets (limited to those prescribed under the Presidential Decree) ac

quired by Savings Deposit Insurance Corporation or a financial institution responsibl

e for liquidation of a bankrupt company. 

(2) In any of the following subparagraphs, the exempted registration tax shall be collected a

dditionally: 

1. Where a cause falling under any of subparagraphs of Article 41 (3) occurs for paragr

aph (1) 8; and 

2. Where the requirements listed in Article 39 (1) 2 are not met for paragraph (1) 14. 

(3) The registration tax shall be exempted on the business properties that a small and mediu

m start-up or venture enterprise acquires within two years after the date of its start-up (refe

rring to the date on which it is verified as a venture enterprise in case of the small and medi

um start-up venture enterprise; hereinafter the same shall apply for the operation of its busi

ness: Provided, in case that such properties are not used directly for the relevant business w
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ithin two years from the date of registration without any justifiable reasons, the exempted r

egistration tax shall be collected retroactively. <Amended by Act No. 5996, Aug. 31, 1999> 

(4) With respect to a registration of any property for business acquired by transferring and t

aking over the business under Article 32, the registration tax shall be reduced or exempted: 

Provided, That if the business is discontinued, or the property is disposed of, within two ye

ars from the date of registration, without any justifiable reason as prescribedby the Preside

ntial Decree, the reduced or exempted tax amount shall be collected additionally. 

(5) For registration of such a corporation newly organized pursuant to the provisions under 

the Presidential Decree for restructuring the electric power industry, the rate provided unde

r Article 138 (1) of Local Tax Act shall not be applied to its organization registration, but, i

nstead, 50/100 of the tax amount computed applying the rate provided for under Article 13

7 (1) 1 of the same Act shall be imposed on such registration. <Newly Inserted by Act No. 604

5, Dec. 28, 1999> 

Article 120 (Exemption of Acquisition Tax) 

(1) The acquisition tax on the acquisition of the properties falling under any of the followin

g subparagraphs shall be exempted: <Amended by Act No. 5996, Aug. 31, 1999; Act No. 6045, D

ec. 28, 1999> 

1. Property invested in kind under the Act on the Contribution In-kind of State Properti

es; 

2. Property of a business taken over by a corporation established by, or surviving after, 

consolidation of small and medium enterprises referred to in Article 31; 

3. Property for a business acquired by investment in kind under Article 32; 

4. Property for business acquired by a change of organization under Article 116 (1) 13; 

5. Property acquired by the Korea Asset Management Corporation pursuant to Article 1

19 (1) 6; 

6. Property acquired through investment in kind or a spin-off of corporation under the p

rovisions of Article 38-2; 

7. Property acquired by donation as referred to in Article 41; 

8. Property acquired by donation as referred to in Article 46; 

9. Property acquired by a division falling under any of the subparagraphs (Article 47 (1

) of the said Act for spin-off) of Article 46 (1) of the Corporate Tax Act; 

10. Property acquired by asset exchange as referred to in Article 50 of the Corporate Ta

x Act; 
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11. Property which a financial institution under subparagraph 1 of Article 2 of the Act o

n the Structural Improvement of the Financial Industry, the Korea Asset Managemen

t Corporation, the Korea Deposit Insurance Corporation, or a reorganizing financial i

nstitution took over from an insolvent financial institution which has become subject 

to any timely corrective measures (limited to the order for business transfer or contra

ct transfer) or a decision on contract transfer; 

12. Real estate acquired by a special purpose company pursuant to Article 119 (1) 13 of 

the Asset-Backed Securitization Act; 

13. Property acquired by a financial institution from a domestic corporation (limited to 

any financial institution) being liquidated under the application of the provisions of 

Article 39 (9); 

14. Buses which use natural gases as a fuel and are supplied for intra-city bus transporta

tion services under the Passenger Transport Service Act; 

15. Houses acquired by a home-mortgage-security company pursuant to Article 119 (1) 

16; and 

16. Properties acquired by the Savings Deposit Insurance Corporation or a financial inst

itution responsible for liquidation of a bankrupt company pursuant to Article 119 (1) 

17. 

(2) In any of the following subparagraphs, the exempted registration tax shall be collected a

dditionally: 

1. Where a cause falling under any of subparagraphs of Article 41 (3) occurs for paragr

aph (1) 7; and 

2. Where the requirements listed in Article 39 (1) 2 are not met for paragraph (1) 13. 

(3) A tax amount equivalent to 75/100 of the acquisition tax shall be exempted on any busi

ness property which a small and medium start-up enterprise or venture enterprise acquires 

within two years after its start up for the purpose of operating its business: Provided, That s

uch property is not used directly for the business within two years from the date of acquisit

ion without any justifiable reasons, the exempted acquisition tax shall be collected retroacti

vely. <Amended by Act No. 5996, Aug. 31, 1999> 

(4) With respect to any property of a business acquired by transferring or taking over the b

usiness under Article 32, the acquisition tax shall be exempted: Provided, That if the busin

ess is discontinued, or the properties are disposed of, within two years from the date of acq

uisition without any justifiable reason as prescribed by the Presidential Decree the reduced 
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or exempted tax amount shall be collected additionally. 

(5) The provisions of Article 105 (6) of the Local Tax Act shall not apply to the oligopoly s

tockholders of a corporation pursuant to subparagraph 2 of Article 22 of the same act due t

o causes falling under any of the following subparagraphs: <Amended by Act No. 5996, Aug. 3

1, 1999; Act No. 6045, Dec. 28, 1999> 

1. Where it acquires the corporation’s stocks or equities pursuant to Articles 39 through 

42; 

2. Where it acquire stocks or equities from an insolvent financial institution pursuant to 

an assumption by a third party, an order for contract transfer or an order on contract t

ransfer referred to in Article 10 of the Act on the Structural Improvement of the Fina

ncial Industry; 

3. Where a corporate restructuring mutual fund acquires stocks or equities of a business 

which is not affiliated with a large enterprise group under the Monopoly Regulation 

and Fair Trade Act pursuant to Article 78 (1) 1 of the Mutual Fund Act; 

4. Where a financial institution acquires the corporation’s stocks or equities as it conver

ts loans to the corporation into investments; 

5. Where a stockholder of a corporation affiliated with an enterprise group referred to in 

subparagraph 2 of Article 2 of the Monopoly Regulation and Fair Trade Act acquires 

stocks pursuant to Article 46 (1); 

6. Where a vulture fund referred to in Article 55 acquires stocks or equities of a restruct

uring business referred to in the said Article; 

7. Where the securities transaction tax is exempted under the provisions of Article 117 (

1) 15; 

8. Where a stockholder becomes a holding company under the Monopoly Regulation an

d Fair Trade Act or such a holding company acquires stocks of its subsidiary; 

9. Where Savings Deposit Insurance Corporation or a financial institution responsible f

or liquidation of a bankrupt company acquires equity stocks or shares pursuant to Ar

ticle 36-1 (1), 38 and 38-2 of the Depositor Protection Act; and 

10. Where Korea Assets Management Corporation acquires equity stocks or shares thro

ugh conversion of loans into equity investment pursuant to Article 36 (1) 1 of the Ac

t on Effective Disposal of Assets Acquired by Financial Institutions for Non-Perform

ing Loans and Establishment of Korea Assets Management Corporation. 

Article 121 (Abatement of Property Tax) 
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A tax amount equivalent to 50/100 of the property tax and the aggregate land tax shall be a

bated on any business property owned by a small and medium start-up or venture enterpris

e for the purpose of operating its business for five years from the date of its start-up. <Amen

ded by Act No. 5996, Aug. 31, 1999> 

Article 121-2 (Reduction and Exemption of Corporate Tax for Foreign Investment) 

(1) Any foreign investment (referring to foreign investment under Article 2 (1) 4 of the For

eign Investment Promotion Act; hereinafter the same shall apply) in the following business

, which meets the standards as determined by the Presidential Decree, shall be reduced or e

xempted from corporate tax, income tax, acquisition tax, registration tax, property tax and a

ggregate land tax, under the conditions as prescribed by paragraphs (2) through (5): 

1. Industry-supporting service business vital to the improvement of international compe

titiveness in the domestic industry, and business involving high technology; 

2. Business carried out by any foreign-invested enterprise which moves in a foreign inv

estment area under Article 18 of the Foreign Investment Promotion Act; and 

3. Business necessitating tax reduction and exemption in order to attract foreign investm

ent, which is determined by the Presidential Decree. 

(2) Corporate tax or income tax on any foreign-invested enterprise under Article 2 (1) 6 of t

he Foreign Investment Promotion Act (hereafter, “foreign-invested enterprise” in this Chap

ter) shall be reduced or exempted for income accruing from a business subject to reduction 

and exemption pursuant to paragraph (1), and for a taxable year which ends within seven y

ears from a taxable year (taxable year in which it becomes the fifth year if income does not 

accrue until the taxable year in which it becomes fifth year from the starting date of busine

ss) in which income accrues for the first time from such business since its opening, the amo

unt in full (hereafter, “tax amount to be reduced or exempted” in this paragraph) by multipl

ying the ratio of foreign investment by any corporate tax or income tax equivalent (referrin

g to an amount calculated by multiplying the ratio which income accruing by carrying out t

he following business listed in accounts for in the total tax base by the total calculated tax a

mount) on such business income and for a taxable year which ends within the next three ye

ars, the tax amount equivalent to 50/100 of tax amount to be reduced and exempted shall b

e reduced or exempted. 

(3) Corporate tax or income tax on dividends on stocks or investment equities (hereafter, “s

tocks, etc.” in this Chapter) acquired by any foreign investor referred to in Article 2 (1) 5 o

f the Foreign Investment Promotion Act (hereafter, “investor” in this Chapter) shall be redu
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ced or exempted in proportion to income accruing from which the foreign-invested enterpri

se concerned carries out a business subject to reduction or exemption under paragraph (1), 

and the tax amount in full for the period in which the amount of corporate tax or income ta

x is reduced or exempted in full, and the amount equivalent to 50/100 of the tax amount for 

the period in which 50/100 of the tax amount is reduced or exempted shall be reduced or ex

empted pursuant to paragraph (2). 

(4) For acquisition tax, registration tax, property tax and aggregate land tax on any propert

y acquired and held by a foreign-invested enterprise in order to carry out its reported busin

ess, such tax amount shall be reduced or exempted or a certain amount is deducted from its 

tax base as follows: Provided, That where the local government extends a reduction period 

or deduction period up to fifteen years or raises such reduction or exemption ratio or deduc

tion ratio within the extended period on such terms and conditions as the Municipal Ordina

nce may determine, it shall be according to such period or ratio notwithstanding the provisi

ons of subparagraphs 1 and 2: 

1. Reduction or exemption of an amount by multiplying the ratio of foreign investment 

by the calculated tax amount for the property (hereafter, “tax amount to be reduced o

r exempted” in this paragraph and paragraph (5)) in full within five years from the st

arting date of business, and 50/100 of tax amount to be reduced or exempted within t

he next three years for acquisition tax, registration tax and property tax; and 

2. Deduction of an amount by multiplying the ratio of foreign investment by the tax bas

e for such property (hereafter, “amount to be deducted” in this paragraph and paragr

aph (5)) from five years from the starting date of business and 50/100 equivalent to t

he amount deductable from the tax base for the next three years, for aggregate land t

ax. 

(5) Where a foreign-invested enterprise acquires and holds any property for using it for a b

usiness listed in paragraph (1) prior to the starting date of business, for acquisition tax, regi

stration tax, property tax and aggregate land tax on such property such tax amount shall be 

reduced or exempted or a certain amount is deducted from its tax base as follows, notwiths

tanding the provisions of paragraph (4): Provided, That where the local government extend

s the reduction or deduction period up to fifteen years or raises such reduction or exemptio

n or deduction ratio within the extended period on such terms and conditions as the Munici

pal Ordinance may determine, it shall be according to the raised period or ratio, notwithsta

nding the provisions of subparagraphs 2 and 3: 
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1. Reduction or exemption of tax amount to be reduced or exempted in full for acquisiti

on tax and registration tax on any property which is acquired after the date of receipt 

of a decision on tax reduction or exemption pursuant to paragraph (8); 

2. Reduction or exemption of tax amount to be reduced or exempted in full for five year

s, and equivalent to 50/100 of the amount deductible for the subsequent three years f

rom the date of acquisition of such property, for property tax; and 

3. Deduction of amount to be deducted in full for five years and an amount equivalent t

o 50/100 of the amount to be deducted from the tax base for the next three years fro

m the date of acquisition of such property, for aggregate land tax. 

(6) Where any foreign investor or a foreign-invested enterprise intends to have any reducti

on or exemption under paragraphs (2) through (5) applied, he or it shall make an applicatio

n for reduction or exemption to the Minister of Finance and Economy not later than the clo

sing date of the taxable year in which the foreign-invested enterprise started its business (fo

r a capital increase, the date on which it becomes the second year from the date of a report 

on foreign investment): Provided, That where he or it intends to have any reduction or exe

mption on such modified business applied for a modification of business contents on which 

a decisionon tax reduction or exemption has been made pursuant to paragraph (8), he or it s

hall make an application for modified contents of tax reduction or exemption to the Ministe

r of Finance and Economy not later than the date on which it becomes the second year from 

the date of occurrence of such cause for modification, and where a decision on modified co

ntents of tax reduction or exemption has been made thereto, such contents of modified deci

sion shall apply only to the remainder of the initial reduction or exemption period. 

(7) Any foreigner (referring to a foreigner under Article 2 (1) 1 of the Foreign Investment P

romotion Act), foreign investor or foreign-invested enterprise may request the Minister of F

inance and Economy to confirm whether any business which he or it intends to carry out is 

subject to reduction or exemption under paragraph (1) before making a report under Article 

5 (1) of the Foreign Investment Promotion Act. 

(8) Where the Minister of Finance and Economy receives an application for tax reduction o

r exemption or an application for modified contents of tax reduction or exemption under pa

ragraph (6) or a request for preconfirmation under paragraph (7), he shall decide whether s

uch application or request falls into one subject to such reduction or exemption, modified c

ontents of reduction or exemption in consultation with the competent Minister and notify th

e applicant: Provided, That he shall consult with the head of the local government in respec
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t of any reduction or exemption for acquisition tax, registration tax, property tax and aggre

gate land tax under paragraphs (4) and (5). 

(9) In respect of foreign investment under Article 6 of the Foreign Investment Promotion A

ct, the provisions of paragraphs (2) through (5) shall not apply. 

Article 121-3 (Exemption from Customs Duties) 

(1) Where any capital goods as determined by the Presidential Decree from among the foll

owing capital goods required for any business listed in subparagraphs of Article 121-2 (1) (

refers to “capital goods” in Article 2 (1) 8 of the Foreign Investment Promotion Act; hereaf

ter in this Chapter the same shall apply) is introduced according to the reported contents pu

rsuant to Article 5 (1) of the Foreign Investment Promotion Act, customs duties, special co

nsumption tax and value-added tax thereon shall be exempted: 

1. Capital goods which a foreign-invested enterprise introduces as a means of foreign p

ayment or of domestic payment contributed from foreign investors; and 

2. Capital goods which a foreign investor introduces as a subject matter contributed und

er Article 2 (1) 7 of the Foreign Investment Promotion Act (hereafter, “subject matte

r contributed” in this Chapter). 

(2) Where any foreign investor or foreign-invested enterprise intends to have customs dutie

s, special consumption tax and value-added tax exempted pursuant to paragraph (1), he or i

t shall make an application for exemption on such terms and conditions as the Ordinance of 

the Ministry of Finance and Economy may determine. 

(3) In respect of foreign investment referred to in Article 6 of the Foreign Investment Prom

otion Act, the provisions of paragraph (1) shall not apply. 

Article 121-4 (Tax Reduction or Exemption of Capital Increase) 

(1) For a capital increase by any foreign-invested enterprise, in respect of any reduction or 

exemption for such increase, the provisions of Articles 121-2 and 121-3 shall apply: Provid

ed, That for any application for tax reduction or exemption meeting the standards as determ

ined by the Presidential Decree, the consultation with the competent Minister or the head o

f the local government may be omitted. 

(2) For stocks which any foreign investor acquires through capital transfer of reserves, asse

t revaluation surplus, or other reserves provided for in other Acts and subordinate statutes u

nder Article 7 (1) 1 of the Foreign Investment Promotion Act, any reduction or exemption s

hall be made, depending on the remainder of such reduction or extension period and the re

duction or exemption ratio of such remainder following the example of reduction or exemp
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tion for stocks forming a bases for such accrual. 

(3) In applying the provisions of paragraph (1), the starting date of business shall be the dat

e on which a registration of modification on capital increase has been made. 

Article 121-5 (Additional Collection of Taxes) 

(1) The head of a tax office shall collect additionally corporate tax or income tax reduced o

r exempted pursuant to Article 121-2 (2) 1, in any of the following subparagraphs, on such 

terms and conditions as the Presidential Decree may determine: 

1. Where any registration is erased pursuant to Article 21 (2) of the Foreign Investment 

Promotion Act; 

2. Where any foreign investment fails to meet the standards for tax reduction or exempt

ion referred to in the main sentence of Article 121-2 (1); 

3. Where any person, who has been given a corrective order referred to in Article 28 (4) 

of the Foreign Investment Promotion Act for failing to fulfil his reported contents, fa

ils to fulfil it; 

4. Where any foreign investor transfers stocks on hold to a national or a corporation of t

he Republic of Korea under this Act; and 

5. Where such foreign-invested enterprise closes down its business. 

(2) The director of a customs office or the head of a tax office shall collect additionally cus

toms duties, special consumption tax, and value-added tax exempted pursuant to Article 12

1-3, in any of the following subparagraphs, on such terms and conditions as the Presidentia

l Decree may determine: 

1. Where any registration is erased pursuant to Article 21 (2) of the Foreign Investment 

Promotion Act; 

2. Where the subject matter contributed is used or disposed of for any purpose other tha

n as reported; 

3. Where any foreign investor transfers stocks on hold to a national or a corporation of t

he Republic of Korea under this Act; and 

4. Where such foreign-invested enterprise closes down its business. 

(3) The head of a local government shall collect additionally the acquisition tax, registratio

n tax, property tax and aggregate land tax reduced or exempted pursuant to Article 121-2 (

4) and (5), in any of the following subparagraphs, on such terms and conditions as the Pres

idential Decree may determine. In this case, for cases falling under subparagraph 1, the am

ount of tax equivalent to the ratio of the deficient amount shall be collected additionally: 
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1. Where the ratio of stocks by foreign investors, after such tax was reduced or exempte

d pursuant to Article 121-2 (5) falls short of the ratio of stocks at the time of such re

duction or exemption; 

2. Where any foreign investor, after such tax was reduced or exempted pursuant to Arti

cle 121-2 (4), transfers stocks on hold to a national or a corporation of the Republic o

f Korea under this Act; 

3. Where any registration is cancelled pursuant to Article 21 (2) of the Foreign Investm

ent Promotion Act; and 

4. Where such foreign-invested enterprise closes down its business. 

(4) The scope of tax amount to be additionally collected pursuant to paragraphs (1) through 

(3) shall be determined by the Presidential Decree. 

(5) Notwithstanding the provisions of paragraphs (1) through (3), such reduced or exempte

d tax amount does not have to be collected additionally, in any of the following subparagra

phs, on such terms and conditions as the Presidential Decree may determine: 

1. Where any foreign-invested enterprise’registration is cancelled for being dissolved d

ue to its merger; 

2. Where any capital goods in use after being introduced with their customs duties exem

pted pursuant to Article 121-3 are used or disposed of for any purpose other than the

ir original one on approval by the Ministry of Finance and Economy as they were un

able to be used for their original purpose due to the existence of a national disaster, f

orce majeure or any other cause beyond control or any depreciation, technological pr

ogress or other changes in economic conditions; 

3. Where any foreign-invested enterprise transfers stocks to a national or a corporation 

of the Republic of Korea in order to make it go public pursuant to the Securities and 

Exchange Act; and 

4. Where the purpose of tax reduction or exemption other than those listed in subparagr

aphs 1 through 3 is deemed to have been achieved, as determined by the Presidential 

Decree. 

Article 121-6 (Tax Reduction or Exemption of Royalties for Technical License) 

(1) Where two parties enter into an agreement meeting the standards as determined by the P

residential Decree to introduce high technology vital to the improvement of international c

ompetitiveness of the domestic industry, the corporate tax or income tax on royalties for te

chnical license which the licenser receives according to the contents of such agreement sha
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ll be reduced or exempted for five years from the date on which such royalties are to be pai

d for the first time under the agreement. 

(2) Where the licenser who grants license under the agreement intends to have taxes exemp

ted, he shall make an application for exemption to the Minister of Finance and Economy o

n such terms and conditions as the Ordinance of the Ministry of Finance and Economy may 

determine. 

Article 121-7 (Delegation of Authority) 

The Minister of Finance and Economy may delegate or entrust part of his authority granted 

under the provisions of this Chapter to the Commissioner of the National Tax Administrati

on, the Commissioner of the Korea Customs Service or the heads of other institutions relat

ed to foreign investment as determined by the Presidential Decree. 

Article 122 (Tax Credit on Increase of Receipt Amount) 

(1) If the total amount of receipt of a business place reported in the final report of global in

come tax base by a person who is prescribed by the Presidential Decree as a resident who h

as real estate rental income or business income (hereinafter the “business income, etc.” in t

his Article), exceeds 120/100 of the standard receipt amount as prescribed by the President

ial Decree, the amount obtained by multiplying the calculated global income tax amount on 

the business income, etc. of such business place by the ratio of the amount equivalent to 30

/100 of the exceeding amount (if the provisions of paragraph (2) are applied, it refers to an 

amount from which the amount exceeding the receipts pursuant to the said paragraph has b

een deducted) in the total amount of receipt of such business place, shall be deducted from 

the income tax in the thencurrent taxable year. 

(2) If the receipt amount from credit card (including things that are prescribed by the Presid

ential Decree among things similar to the credit card; hereafter, the same shall apply in this 

paragraph) or the receipt from a point-of-sale system by a business place (hereafter, the “re

ceipts by a credit card, etc.” in this paragraph) stated in the final report of total income tax 

base by a person as determined by the Presidential Decree, as a businessman who operates 

a credit card member store pursuant to the Specialized Credit Financial Business Act or wh

o introduces the point-of-sale system pursuant to the Distribution Industry Development A

ct, exceeds the receipts by a credit card, etc. in the immediately preceding taxable year, the 

amount obtained by multiplying the calculated total income tax amount on business incom

e, etc. of such business place by the ratio of the amount equivalent to 50/100 of the excess a

mount (limited to the increased portion of total receipts by a business place) in the total rec
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eipts of such business place shall be deducted from the income tax in the thenurrent taxable 

year. 

(3) If any receipt (including receipts from credit cards) received through financial institutio

ns from among the total receipts by the business place of the business reported by a busines

sman receiving income through financial institutions, who is determined by the Presidentia

l Decree, at the time of the final return of combined income tax base exceeds the total recei

pts of the business place for the immediately preceding taxable year, the amount calculated 

by multiplying the calculated tax amount for combined income on the business place’s busi

ness income, by the ratio of the amount equivalent to 50/100 of the excess amount (limited 

to the increased portion of the total receipts of a business place) in the business place’s tota

l receipts shall be deducted from income tax for the taxable year. 

(4) In applying paragraphs (1) through (3), the tax amount to be deducted shall be limited t

o the increased portion of the calculated tax amount as prescribed by the Presidential Decre

e, and the matters necessary for the calculation of the amount of tax credit shall be prescrib

ed by the Presidential Decree. 

(5) Where a businessman is subject to tax credit referred to in paragraph (3) for the same b

usiness place’s business income, etc., he shall not be subject to tax credit referred to in para

graph (1) or (2). 

(6) A person who wishes to have the provisions of paragraphs (1) through (3) applied shall 

make an application for the tax credit under the conditions as prescribed by the Presidential 

Decree. 

Article 123 (Tax Credit Paid for Income Tax to Small Businessmen who Make Bona-Fi

de Returns) 

(1) Where a businessman meeting the following requirements makes a return of his receipt

s in excess of the standards which the Presidential Decree determines in consideration of ec

onomic growth rate and increasing rates in receipts by type of business, in making a final i

ncome tax return for receipts imputed for the year 1999, a tax amount to be reduced calcula

ted pursuant to paragraph (2) shall be deducted from tax amount to be paid for the years 19

99, 2000 and 2001: Provided, That this shall not apply where receipts increase due to a relo

cation of the business place or change in the type of business, which falls under a cause as 

determined by the Presidential Decree: 

1. A businessman whose imputed receipts from the year 1998 is less than one hundred a

nd fifty million won, who fulfills the duty of keeping and entering books referred to i
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n Article 160 of the Income Tax Act; and 

2. A man who has been engaged in the business for one or more years in a row as of Jan

uary 1, 1999. 

(2) A tax amount to be reduced referred to in paragraph (1) shall be an amount calculated p

ursuant to subparagraph 3 by applying receipts to be reduced and exempted under subparag

raph 1 and reduction rates by year: 

1. Receipts to be reduced 

2. Reduction rates by year 

(a) Part imputed for the year 1999: 100/100 

(b) Part imputed for the year 2000: 50/100 

(c) Part imputed for the year 2001: 20/100 

3. Tax amount to be reduced 

(3) Imputed income for the year 1999 and imputed income for the preceding taxable years 

of a businessman who has made a bona-fide return pursuant to paragraph (1) shall not be s

ubject to any rectification referred to in the said Article for a cause provided for in Article 8

0 (2) 1 of the Income Tax Act: Provided, That this shall not apply where it is evident by co

rroborative facts that he makes a return too little. 

(4) In applying the proviso of paragraph (3), where the part of imputed for the year 1999, w

hich are receipts made a return too little, exceeds an amount calculated according to the sta

ndards as determined by the Presidential Decree, tax amount deducted pursuant to paragrap

hs (1) and (2) shall be collected in full additionally. 

(5) In making a return of imputed receipts for the year 2000 or 2001, each receipt falls shor

t of the smaller amount of imputed receipts for the year 1999 and an amount as determined 

by the Presidential Decree, taking into account increasing and decreasing rates in receipts b

y type of business for the said amount, the provisions of paragraphs (1) through (3) shall no

t apply to the taxable year and the taxable year thereafter. 

(6) Where a businessman is entitled to both tax credit referred to in paragraphs (1) and (2) a

nd tax credit referred to in Article 122, either tax credit chosen by the party concerned of th

e two shall apply. 

(7) A person who intends to have the provisions of paragraph (1) applied shall make an app

lication for tax credit under the conditions as prescribed by the Presidential Decree. 

(8) The matters necessary in applying the provisions of paragraphs (1) through (6) shall be 

determined by the Presidential Decree. 



 

130 

 

Article 124 (Reduction of Payable Tax Amount of Value-Added Tax for Businessman, e

tc. who has Introduced Point-of-Sale System) 

(1) For any individual businessman falling under any of the following subparagraphs, who 

has carried on business for not less than six months retroactively from the last day of the im

mediately preceeding taxable period and is determined by the Presidential Decree, the amo

unt calculated pursuant to paragraph (2) shall reduced in the payable tax amount of value-a

dded tax of the taxable period: 

1. Any businessman who has introduced a point-of-sale system under the Distribution I

ndustry Development Act and who operates the system under the conditions as deter

mined by the Presidential Decree; 

2. Deleted; and <by Act No. 6045, Dec. 28, 1999> 

3. Any person for whom the rate of the value of goods or services supplied by the State, 

the local governments, the local government associate or any person as determined b

y the Presidential Decree (hereinafter “purchase rate by public agency”) from among 

the value of goods or services supplied during the taxable period to use for taxable b

usiness exceeds 50/100. 

(2) The amount which is reduced by each taxable period pursuant to paragraph (1) shall be 

the amount calculated in the formula of the following subparagraphs: 

1. Those who are referred to in paragraph (1) 1: 

2. Deleted; and <by Act No. 6045, Dec. 28, 1999> 

3. Those who are referred to in paragraph (1) 3: 

(3) The amount which is reduced pursuant to paragraph (2) shall be limited to the followin

g amount: 

(4) For a person who has not carried on business for six months or more retroactively from 

the last day of the immediately preceding taxable period and who falls under paragraph (1) 

1, the amount (meaning 1.5 million won if it exceeds 1.5 million won) equivalent to 1/100 

of the supply value by point-of-sale system shall be deducted from the payable tax amount 

of value-added tax of the taxable period. 

(5) Where the provisions of subparagraphs of paragraph (1) are applied at the same time or 

the provisions of paragraph (1) or (4), and the provisions of Article 32-2 (1) of the Value-A

dded Tax Act are applied at the same time, the taxpayer may choose any of them for each t

axable period. 

(6) Matters necessary for the reduction of payable tax amount referred to in each subparagr
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aph of paragraph (1) and paragraph (4) shall be determined by the Presidential Decree. 

Article 125 (Reduction of Payable Tax Amount of Value Added Tax for Businessmen w

ho Make Bona-Fide Returns) 

Article 125 (Reduction of Payable Tax Amount of Value Added Tax for Businessmen w

ho Make Bona-Fide Returns) 

(1) Where a businessman meeting the following requirements makes a return on tax base in 

excess of the standards which the Presidential Decree determines in consideration of increa

sing rates in tax base by the type of business, in making the final return for value-added tax 

for the first or second taxable period for the year 1999, a tax amount to be reduced calculat

ed pursuant to paragraph (2) shall be deducted from payable tax amount of value added tax 

for each taxable year for three years from the taxable period in which bona-fide return is m

ade: Provided, That this shall not apply where he is deemed to have made a bona-fide retur

n due to a relocation of the business place or change in the type of business: 

1. A businessman whose annual supply value (referring to supply price for any simplifi

ed taxpayer or special taxable person referred to in Article 25 (1) of the Value-Adde

d Tax Act) for the year 1998 is less than one hundred and fifty million won, who fulf

ills the duty of keeping and entering books referred to in Article 160 of the Income T

ax Act for the part of the taxable period in which bona-fide return is made; and 

2. A businessman who has been engaged in the business for six months on end as of the 

starting date of the taxable period in which bona-fide return is made. 

(2) A tax amount to be reduced for the taxable year in which bona-fide return is made shall 

be the amount calculated pursuant to subparagraph 3 based on the tax base to be reduced re

ferred to in subparagraph 1 and the reduction rates by the taxable period: 

1. Tax base to be reduced 

2. Reduction rates by taxable period 

(a) First two taxable periods including the taxable period in which bona-fide return is 

made: 100/100 

(b) Two taxable periods following the taxable period referred to in item (a): 50/100 

(c) Two taxable periods following the taxable period referred to in item (b): 20/100 

3. Tax amount to be reduced: 

(a) Taxable period falling into a general taxpayer or a simplified tax payer; 

(b) Taxable period falling into a special taxable person 

(3) Where the returned tax base of the first and second taxable periods for the year 1999 bo
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th meets the bona-fide return referred to in paragraph (1), the provisions of paragraphs (1) a

nd (2) shall apply based on the taxable period which the businessman chose as a bona-fide 

return. In this case, where he chose the second taxable period for the year 1999 as a bona-fi

de return, tax amount to be reduced on the bona-fide return in the first taxable period for th

e year 1999 shall be reduced only in the taxable period. 

(4) The part of the taxable period in which bona-fide was made and its previous taxable per

iod referred to in the main sentence of paragraph (1) shall not be subject to rectification ref

erred to in Article 2 of the Value-Added Tax Act: Provided, that this shall not apply where 

it is evident by corroborative facts that he made an underestimated return. 

(5) In applying the proviso of paragraph (4), if the amount of underestimated tax base retur

n in the taxable period in which bona-fide was made, exceeds the amount calculated accord

ing to the standards as determined by the Presidential Decree, the tax amount deducted pur

suant to paragraphs (1) and (2) shall be collected in full additionally. 

(6) Where a returned tax base amount of a taxable period falls short of the smaller amount 

of the tax base amount of the immediately preceding period and the amount as determined 

by the Presidential Decree allowing increasing rates in tax base by the type of business for t

he said amount, during the reduction period and he fails to fulfill the duty of keeping and e

ntering books, the provisions of paragraph (1) shall not apply starting the taxable period. 

(7) Where the provisions of paragraphs (1) through (3) and Article 124 or Article 32-2 (1) o

f the Value-Added Tax Act apply at once, it shall apply to one of the provisions chosen by 

the taxpayer by each taxable period. 

(8) The reduced tax amount of each taxable period calculated pursuant to paragraphs (2) an

d (3) exceeds the payable tax amount of the taxable period, it shall be deemed that the exce

ss part does not exist. 

(9) Matters necessary for the application of paragraphs (1) through (8) shall be determined 

by the Presidential Decree 

Article 126 (Tax Credit for Investments in Establishment of Point-Of-Sale System) 

(1) Where a distributor as determined by the Presidential Decree (hereafter, “distributor” in 

this Article) makes an investment (excluding an investment by used articles) in a point-of-s

ale system under the Distribution Industry Promotion Act by December 31, 2000, an amou

nt equivalent to 10/100 of the amount invested shall be deducted from income tax (limited t

o income tax for business income) or corporate tax. In this case, with respect to the method

s of tax credit, the provisions of Article 11 (1), (3) and (4) shall apply mutatis mutandis. 
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(2) Any distributor who intends to have the provisions of paragraph (1) applied shall make 

an application for tax credit under the conditions as prescribed by the Presidential Decree. 

Article 126-2 (Income Deduction for Amounts Spent by Credit Cards, etc.) 

(1) Where the amount paid by a resident national (excluding any daily-wage earner; herein

after the same shall apply) earning employment income on or before November 30, 2002 u

sing his credit or direct payment cards under the provisions of Article 2 of the Specialized 

Credit Business Act for goods or services he is provided by a corporation (including any do

mestic business establishment of a foreign corporation) or by a business operator (includin

g any domestic business establishment of a non-residental national) under the provisions of 

Article 28 of the Income Tax Act (hereafter, “amount spent using the credit cards, etc.” in t

his Article) exceeds 10/100 of his total annual employment income (excluding any amount 

spent abroad) for the corresponding tax year under the provisions of Article 20 (2) of the sa

me Act, the amount equivalent to 10/100 of the excess amount (referring to a amount small

er than either three million won a year and or the amount equivalent to 10/100 of his total a

nnual employment income for the corresponding tax year; hereafter, the “deductible amoun

t for spending by credit cards, etc.” in this Article) shall be deducted from his employment 

income for the corresponding tax year. 

(2) In applying paragraph (1), the amount spent using credit cards, etc. by those persons pr

escribed by the Presidential Decree, who are the spouse, direct lineage ancestors and desce

ndents (including the spouse’s direct lineage ancestors) of a resident national earning empl

oyment income may be added to the deductible amount for spending by credit cards, etc. of 

the residental national. 

(3) In applying paragraph (1), in case that the amount spent using credit cards, etc. falls un

der one of the following subparagraphs, such amount shall not be included in the deductibl

e amount for spending by credit cards, etc.: 

1. Expenses that are related to real property rental income, business income, or forestry 

income or expenses that are incurred for a corporation; or 

2. An abnormal act of using credit or direct payment cards as prescribed by the Preside

ntial Decree, such as falsified sales of goods or rendering of services. 

(4) In applying paragraph (3) 2, where a person liable to withhold income tax at source und

er the provisions of Article 127 (5) of the Income Tax Act pays a tax amount falling short o

f the payable tax amount by withholding at source for the reasons prescribed by the Preside

ntial Decree, he shall not be levied with the punitive additional tax for unfaithful payment o
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f tax withheld at source under the provisions of Article 185 of the Income Tax Act. 

(5) The Commissioner of National Tax Administration may instruct credit card operators u

nder the provisions of Article 2 of the Specialized Credit Business Act to notify him of the 

amount spent using credit cards and matters necessary for the taxable income deduction on 

the amount spent using credit cards. 

(6) Any person who seeks to benefit from the application of paragraph (1) shall file an appl

ication for deduction of taxable income as prescribed by the Presidential Decree. 

(7) The Presidential Decree shall prescribe necessary matters concerning the calculation of 

annual total amounts spent using credit cards, methods for confirming amounts spent using 

credit cards and deduction of taxable income on amounts spent using credit cards. <Amende

d by Act No. 6045, Dec. 28, 1999> 

Article 127 (Exclusion of Overlapping Assistance) 

(1) Where a national appropriates the investment reserves for the expenses in each taxable 

year under this Act, if the provisions of Article 4, 28, or 30 are applied simultaneously to th

e same assets for business, he may select one of such provisions which shall be applied. 

(2) Where the provisions of Articles 5, 11, 24 through 27, 62 (1) and (2), 65 (2), 94, 103, 1

26, the provisions of Article 14 of the Addenda of the Amendment to the Regulation of Ta

x Reduction and Exemption Act (Act No. 4666), or Article 12 (2) of the Addenda of this A

ct (limited to the amendment to Article 37) are applied simultaneously to the assets in whic

h a national makes an investment under this Act, he may select one of such provisions whic

h shall be applied. 

(3) In applying the provisions of Articles 5, 11, 24 through 27, 27-2, 62 (1) and (2), 65 (2), 

94, 103, 126, Article 14 of the Addenda to the Amendment of the Regulation of Tax Abate

ment and Exemption Act (Act No. 4666), or Article 12 (2) of the Addenda of this Act (limi

ted to the amendment to the previous Article 37), if the income tax or corporate tax is abate

d or exempted under Article 121-2 or 121-4 on assets in which a national invests under this 

Act, the amount arrived by multiplying the amount to be deducted pursuant to the said prov

isions by the percentageof the stocks or ownership shares invested by such a national inves

tor to the total outstanding issued stocks or ownership shares of such an enterprise shall be 

deducted. <Amended by Act No. 5982, May 24, 1999; Act No. 5996, Aug. 31, 1999> 

(4) Where the income tax or corporate tax is reduced or exempted under Articles 6, 31 (4) a

nd (5), 32 (4), 34, 63, 63-2 (2), 64 through 68, the provisions of Article 13 of the Addenda 

of the Amendment to the Regulation of Tax Reduction and Exemption Act (Act No. 4666), 
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or Article 12 (4) of the Addenda of this Act, the provisions of Articles 5, 11, 24 through 27

, 62 (1) and (2), 65 (2), 94, 103, 126, the provisions of Article 14 of the Addenda of the Am

endment to the Regulation of Tax Reduction and Exemption Act (Act No. 4666), or the Art

icle 12 (2) of the Addenda of this Act (limited to the amendment to Article 37) shall not be 

applicable. <Amended by Act No. 6045, Dec. 28, 1999> 

(5) Where two or more provisions of Articles 6, 7, 31 (4) and (5), 32 (4), 34, 63, 63-2 (2), 6

4, Article 13 of the Addenda of the Amendment to the Regulation of Tax Reduction and Ex

emption Act (Act No. 4666) or the Article 12 (4) of the Addenda of this Act, and Article 1

21-2 or 121-4, concerning the reduction and exemption of the income tax or corporate tax, 

are applicable to the same business place of a national in the same taxable year, he may sel

ect one of such provisions which shall be applied. <Amended by Act No. 5982, May 24, 1999; A

ct No. 6045, Dec. 28, 1999> 

(6) Where two or more provisions from among the provisions of Articles 120 (3), 121, 121

-2 or 121-4 which concern the abatement or exemption of the acquisition tax, the property t

ax or the aggregate land tax are applicable to the same business establishment of a national 

in the same tax year, he may select one of such provisions for such preferred taxation. <Am

ended by Act No. 5982, May 24, 1999; Act No. 5996, Aug. 31, 1999> 

Article 128 (Exclusion of Abatement and Exemption in Case of Estimated Taxation) 

(1) Where any tax base is estimated pursuant to the proviso of Article 80 (3) of the Income 

Tax Act, or Article 66 (3) of the Corporate Tax Act, the provisions of Articles 5, 10, 11, 24 

through 27, 27-2, 62 (1) and (2), 65 (2), 94, 101 through 103, 123, 126 of this Act and Arti

cle 12 (2) (limited to the amendment to Article 370 and (3) of the Addenda of this Act shal

l not be applied: Provided, however, even when the estimation is made, the provisions of A

rticles 5, 26, 101 and 102 (where the investment tax amount is deducted, it is limited to the 

case where the documentary evidence of the investment is submitted) shall be applied only 

to residents. <Amended by Act No. 5996, Aug. 31, 1999> 

(2) Where a decision is made pursuant to Article 80 (1) of the Income Tax Act or Article 6

6 (1) of the Corporate Tax Act, or where a report is made after the given period pursuant to 

Article 45-3 of the Framework Act on National Taxes, the provisions of Articles 6,7, 12, 3

1 (4) and (5), 34, 63, 63-2 (2), 64 through 68, 95, 101 and 102 or Article 11 of the addenda 

of this Act shall not be applied. <Amended by Act No. 5996, Aug. 31, 1999; Act No. 6045, Dec. 2

8, 1999> 

(3) Where a rectification is made pursuant to Article 80 (2) of the Income Tax Act or Articl
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e 66 (2) of the Corporate Tax Act, the provisions of Articles 6, 7, 12, 31 (4) and (5), 34, 63

, 63-2 (2), 64 through 68, 95, 101 and 102 or Article 11 of the Addenda of this Act shall no

t apply to an amount returned underestimated as determined by the Presidential Decree. <A

mended by Act No. 6045, Dec. 28, 1999> 

Article 129 (Exclusion from Reduction and Exemption, etc. of Special Surtax) 

(1) With respect to such real estate as prescribed by the Presidential Decree among those u

nrelated to the business of a juristic person (excluding the land, etc. for public activities to 

which the provisions of Article 63 are applied), the provisions of this Act or other Acts, co

ncerning the nontaxation, reduction and exemption, taxation carried forward and taxation d

eferment of the special surtax, shall not be applicable. 

(2) With respect to unregistered transferred property referred to in Article 104 (3) of the inc

ome Tax Act or unregistered transferred land, etc. referred to in Article 101 (3) of the Corp

orate Tax Act, the provisions concerning non-taxation and reduction and exemption of capi

tal gains tax or special surtax shall not apply. 

Article 130 (Exclusion of Tax Reduction and Exemption on Investment in National Cap

ital Region) 

(1) In case where a domestic person starts up an enterprise in the Seoul Metropolitan Area (

including cases where an enterprise located in an area outside the Seoul Metropolitan Area 

installs a new business place in the National Capital Region) after January 1, 1990, the pro

visions of Articles 5, 11, 24 through 26 and 94 shall not be applicable to the relevant fixed 

assets used for business located in the Seoul Metropolitan Area. 

(2) The provisions of Articles 5, 11 (2) 3 and 24 (1) shall not be applicable to the fixed asse

ts used for business which a domestic person carrying on any business in the Seoul Metrop

olitan Area continuously from the time on or before December 31, 1989 acquires for using 

such assets in a business place located in the Seoul Metropolitan Area, and which concerns 

such investment in an expansion of facilities as prescribed by the Presidential Decree: Prov

ided, That if the domestic person makes an investment in any expanded facilities in such in

dustrial complex or area as prescribed by the Presidential Decree, this shall not apply. 

Article 131 (Exclusion from Reduction and Exemption of Transfer Income Tax for Cas

e, etc. of Moving Factory into Seoul Metropolitan Area) 

(1) The provisions of Article 78 (1) 1 through 4 of shall not be applicable in case of the tra

nsfer of the land, etc. formed in the Seoul Metropolitan Area after January 1, 1990. 

(2) The provisions of Article 71 (1) shall not be applicable in case of the transfer of the lan
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d, etc. for the purpose of moving a factory acquired after January 1, 1990, into the Seoul M

etropolitan Area (including moving within the boundary of the Seoul Metropolitan Area). 

(3) In the application of the provisions of paragraph (2), if the ownership of a factory acqui

red on or before January 1, 1990, is changed due to a consolidation of small and medium e

nterprises under Article 31, or a conversion into a corporation under Article 32, the time of 

land acquisition shall be the day on which the extinguished enterprise acquired such land f

or the first time. 

(4) Notwithstanding the provisions of paragraph (2), if a factory located in the Seoul Metro

politan Area is moved into an industrial complex or area in the Seoul Metropolitan Area, th

e transfer income tax or the special surtax may be reduced or exempted, or deferred. 

Article 132 (Minimum Tax) 

(1) In calculating the corporate tax on any income of a domestic corporation (excluding inc

orporated associations to which the provisions of Article 72 (1) 1 are applied) in each busin

ess year, and on any domestic withholding income (excluding the corporate tax, the special 

surtax, the additional tax, and tax amount collected additionally as prescribed by the Presid

ential Decree on any income exceeding proper reserves, but it refers to the corporate tax fro

m which the tax credit as prescribed by the Presidential Decree is not deducted) of a foreig

n corporation to which the provisions of Article 53 (1) of the Corporate Tax Act are applie

d, in each business year, if the tax amount after any reduction, exemption, etc. as referred t

o in each of the following subparagraphs are applied is below the tax amount as calculated 

by multiplying the tax base before making any inclusion in the expenses and any deduction 

of income, etc. under subparagraphs 1 and 2 (including the amount obtained by including t

he reserves as referred to in subparagraph 1 in the gross income pursuant to the pertinent pr

ovisions), by 12/100 (10/100 in case of the small and medium enterprise), the portion equiv

alent to such insufficient amount shall not be reduced or exempted: <Amended by Act No. 59

96, Aug. 31, 1999; Act No. 6045, Dec. 28, 1999> 

1. Special depreciation allowances and reserves which are included in the expenses in c

alculating the income amount in each business year, pursuant to Articles 4, 8-2, 9, 17

, 28, 30, and 75, Article 11 of the Addenda to the Amendment of the Regulation of T

ax Abatement and Exemption Act (Act No. 4806), Article 14 of the Addenda to the 

Amendment of the Regulation of Tax Abatement and Exemption Act (Act No. 4666)

, Article 22 of the Addenda to the Amendment of the Regulation of Tax Abatement a

nd Exemption Act (Act No. 4285), Article 14 of the Addenda to the Amendment of t
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he Regulation of Tax Abatement and Exemption Act (Act No. 3865); 

2. Deductible income amounts, amounts not to be included in the operating income, and 

nontaxable amounts as prescribed in Articles 13, 14, 49, 55, 60 (2), 61 (3), 63-2 (3) a

nd 101, and Article 15 of the Addenda to the Amendment of the Regulation of Tax A

batement and Exemption Act (Act No. 4666) and Article 12 (3) of Addenda to this A

ct; 

3. Tax credit amounts as prescribed in Articles 5, 10, 11, 24 through 27, 27-2, 31 (1), 3

2 (4), 62, 65 (2), 94, 103 and 126, and Article 14 of the Addenda to the Amendment 

of the Regulation of Tax Abatement and Exemption Act (Act No. 4666) and Article 

14 of the Addenda to the Amendment (Act No. 3865) of the Regulation of Tax Abat

ement and Exemption Act (Act No. 3865) and Article 12 (2) of Addenda to this Act 

(limited to the amendment to the previous Article 37); and 

4. Exemption and exemption or reduction of the corporate tax as prescribed in Articles 

6, 7, 12, 21, 31 (4) and (5), 32 (4), 34, 63, 64, 65 (1), 68, 95 and 102 Article 14 of th

e Addenda of the Amendment to the Regulation of Tax Reduction and Exemption (A

ct No. 4806), Articles 13 and 16 of the Addenda of the Amendment to the Regulatio

n of Tax Reduction and Exemption Act (Act No. 4666), and Articles 11 and 12 (2) (l

imited to the amendment to Article 35) and (4) of the Addenda of this Act. 

(2) In calculating the income tax on any business income (in a case where the provisions of 

Articles 122 and 123 are applied, such business income shall include the income accruing f

rom real estate; the same shall apply in this paragraph) of a resident and such business inco

me accruing from a domestic business place of a non-resident (excluding the additional tax 

and the tax amount collected additionally as prescribed by the Presidential Decree, such tax 

refers to the income tax from which the tax credit on the business income as prescribed by t

he Presidential Decree is not deducted), if the tax amount after reduction and exemption, et

c. as referred to in each of the following subparagraphs is below the tax amount calculated 

by multiplying the calculated tax amount on the business income (including the amount obt

ained by including the reserves as referred to in subparagraph 1 in the gross income pursua

nt to the relevant provisions) before making the inclusion in the expenses and deduction of 

the income, etc. as referred to in subparagraphs 1 and 2, by 30/100, no reduction or exempt

ion, etc. shall be applicable to the portion of such insufficient tax amount: <Amended by Act 

No. 5996, Aug. 31, 1999> 

1. Special depreciation cost and reserves which are included in the expenses in calculati
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ng the income amount in each taxable year, pursuant to Articles 4, 9, 28, and 98, Art

icle 11 of the Addenda of the Amendment to the Regulation of Tax Reduction and E

xemption Act (Act No. 4806), Article 14 of the Addenda of the Amendment to the R

egulation of Tax Reduction and Exemption Act (Act No. 4666), Article 22 of the Ad

denda of the Amendment to the Regulation of Tax Reduction and Exemption Act (A

ct No. 4285), Article 14 of the Addenda of the Amendment to the Regulation of Tax 

Reduction and Exemption Act (Act No. 3865); 

2. Income deduction amount as provided in Articles 16 and 101, and Article 15 of the A

ddenda of the Amendment to the Regulation of Tax Reduction and Exemption Act (

Act No. 4666); 

3. Tax credit amounts as provided in Articles 5, 10, 11, 24 through 27, 27-2, 31 (6), 32 (

4), 62 (1), 65 (2), 94, 122, 123 and 124 and Article 14 of the Addenda to the Amend

ment of the Regulation of Tax Abatement and Exemption Act (Act No. 4666), Articl

e 14 of the Addenda to the Amendment of the Regulation of Tax Abatement and Exe

mption Act (Act No. 3865) or Article 12 (2) (limited to the amendment to the previo

us Article 37) and (5) of the Addenda of this Act; and 

4. Exemption and reduction or exemption of the income tax as provided in Articles 6, 7

, 31 (4) and (5), 32 (4), 34, 63, 64, 65 (1), 95 and 102 and Article 13 of the Addenda 

of the Amendment to the Regulation of Tax Reduction and Exemption Act (Act No. 

4666), Article 12 (4) of Addenda of this Act. 

(3) Matters necessary for application of the minimum tax as referred to in paragraphs (1) a

nd (2) shall be prescribed by the Presidential Decree. 

Article 133 (Aggregate Ceiling of Reduction and Exemption from Transfer Income Tax

) 

(1) Where the total amount of the transfer income tax to be reduced or exempted for an ind

ividual under Articles 43, 60, 70, 71, 77 through 80, and Article 16 (2) (excluding subparag

raphs 1 and 3 of the said paragraph) through (3) and (6) of the Addenda of the Amendment 

to the Regulation of Tax Reduction and Exemption Act (Act No. 4666) exceeds one hundre

d million won for each taxable term, the amount equivalent to such excessive portion shall 

not be reduced or exempted. 

(2) Where the reduced or exempted amount of the transfer income tax on the portion transf

erred under Article 69 (limited to the portion transferred after January 1, 1996) and on the p

ortion transferred in a development restriction area under the proviso of Article 63 (1) exce



 

140 

 

eds three hundred million won for each taxable term, the amount equivalent to such excessi

ve portion shall not be reduced or exempted. 

(3) Where the total transfer income tax to be reduced or exempted under paragraphs (1) an

d (2) exceeds three hundred million won for each taxable term, the reduction or exemption 

shall be made within the limit of three hundred million won. In this case, the calculation of 

the aggregate ceiling amount of reduction or exemption shall be subject to the conditions a

s 

prescribed by the Presidential Decree. 

Article 134 (Aggregate Ceiling of Reduction and Exemption from Special Surtax) 

Where the total amount of the special surtax amount to be reduced or exempted for a corpo

ration in each business year under Articles 43, 60, 61, 63-2 (4), 69, 70, 71, 77 through 80, 8

4 (2), and Article 16 (2) (excluding subparagraphs 1 and 3 of the said paragraph) through (

3) and (6) of the Addenda of the Amendment to the Regulation of Tax Reduction and Exe

mption Act (Act No. 4666) exceeds the amount equivalent to 50/100 of the calculated amo

unt of the special surtax as prescribed by the Presidential Decree, the amount equivalent to 

the excessive portion shall not be reduced or exempted: Provided, That if the amount equiv

alent to 50/100 of the calculated amount of the special surtax is less than one hundred milli

on won, such amount shall be one hundred million won. <Amended by Act No. 6045, Dec. 28, 

1999> 

Article 135 (Non-Inclusion of Interest Paid by Corporations Which Obtain Excessive L

oans in Expenses) 

(1) Where a corporation, which holds borrowings in excess of the standards as determined 

by the Presidential Decree, holds any of the following property, the amount calculated und

er the conditions as determined by the Presidential Decree from among interests on borrow

ings paid for each business year shall not be included in the expenses: 

1. Stocks or equities (excluding stocks or equities as determined by the Presidential Dec

ree) of any other corporation); and 

2. Real estate for (excluding real estate applied under Article 28 (1) 4 (a) of the Corpora

te Tax Act) forest land, arable land, and ranches, which is used for purpose as determ

ined by the Presidential Decree. 

(2) In applying the provisions of paragraph (1), the scope of borrowings or other necessary 

matters shall be determined by the Presidential Decree. 

Article 136 (Special Cases of Non-Inclusion of Entertainment Expenses in Expenses) 
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(1) In applying the provisions of the main sentence of Article 35 (1) 3 of the Income Tax A

ct or the main sentence of Article 25 (1) 2 of the Corporate Tax Act to a national engaged i

n real estate business as determined by the Presidential Decree (hereinafter “real estate busi

ness”), with respect to receipts accruing from real estate business and consumptive service 

business, an amount equivalent to 20/100 of the amount calculated by multiplying the appli

cable rates referred to in the Table of the said subparagraph, shall apply. 

(2) For the following corporations, the amount of entertainment expenses which are includ

ed in the expenses in calculating an income amount for each business year pursuant to Arti

cle 25 (1) of the Corporate Tax Act shall be the amount equivalent to 70/100 of the total am

ount referred to in the main sentence of the said Article and paragraph: 

1. Government-invested institutions under the Framework Act on the Management of G

overnment-Invested Institutions; 

2. Government-contributed institutions as determined by the Presidential Decree; and 

3. Corporations as determined by the Presidential decree to which any corporation refer

red to in subparagraphs 1 and 2 made contributions. 

Article 137 (Non-Inclusion in Expenses of Advertising and General Promotion Expense

s by Consumption Service Business) 

(1) Where a national engaged in consumptive service business has paid advertising and gen

eral promotion expenses in connection with such consumptive service business, the amoun

t corresponding to the excess ratio, if the ratio of advertising and general promotion expens

es to its income exceeds the ratio as determined by the Presidential Decree, shall not be inc

luded in the expenses in calculating the income amount for each taxable year. 

(2) The term “advertising and general publicity expenses” means expenses disbursed for gi

ving advertising and general publicity to many and unspecified persons to promote sales or 

supply of goods and services, etc. relating to consumptive service business. 

Article 138 (Deemed Gross Income of Rental Deposits) 

(1) Where a domestic corporation (excluding non-profit domestic corporations) holding bo

rrowings in excess of the standards as determined by the Presidential Decree, and which co

nducts real estate rental business as its main business receives deposits, key money or any s

uch equivalents by leasing real estate except for houses as determined by the Presidential D

ecree or rights on the real estate, an amount calculated as the Presidential Decree may deter

mine shall be added to the gross income referred to in Article 15 (1) of the Corporate Tax A

ct. 
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(2) The scope of borrowings, judging standards for main business or other necessary matte

rs shall be determined by the Presidential Decree. 

Article 139 (Special Cases of Calculating Income for Small Business Converted into Co

rporation) 

(1) With respect to a small business which was converted into a corporation as determined 

in the business year which ends on or before December 31, 2003 (hereafter, “small busines

s converted into a corporation” in this Article and Article 145), the provisions of Articles 1

35 through 137 shall apply in applying an income amount for the business year in which it 

was converted into a corporation and each business year within three years from the startin

g date of the business year thereafter. 

(2) Matters necessary in applying special cases referred to in paragraph (1) shall be determi

ned by the Presidential Decree. 

Article 140 (Special Cases of Taxation for Submarine Mineral Resources Development) 

(1) A person who has submarine mining rights listed in subparagraph 4 of Article 2 of the S

ubmarine Mineral Resources Development Act (hereafter, “submarine mining concessionai

re” in this Article) shall pay 50/100 of the tax base provided for in Articles 13 and 19 of the 

Corporate Tax Act as corporate tax for the business year income. 

(2) A submarine mining concessionaire shall be exempted from: 

1. Value-added tax, residential tax and business income tax imposed in connection with 

the exploratory and extractive project of submarine mineral resources; 

2. Customs duties, value-added tax, special consumption tax and traffic tax on machine

ry, equipment and materials imported to be used for the exploratory and extractive p

roject of submarine mineral resources; 

3. Value-added tax, special consumption tax and traffic tax on machinery, equipment an

d materials purchased at home to be used for the exploratory and extractive project o

f submarine minerals; 

4. Property tax, aggregate land tax, acquisition tax and automobile tax imposed in relati

ng to property used or necessary for the exploratory and extractive project of submar

ine minerals; and 

5. Tax imposed on services provided by the Government or a local government or impo

sed in connection thereto. 

(3) Any machinery, equipment and materials, which a submarine mining 

concessionaire’s agent or contractor engaged in the exploratory and extractive project of su
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bmarine minerals imports in the submarine mining concessionaire’s name to use for the ex

ploratory and extractive project of submarine minerals shall be exempted from customs dut

ies, valueadded tax, special consumption tax and traffic tax. 

(4) Any deficit brought forward derived from any business year which started within ten ye

ars before the starting date of each business year in calculating the tax base of each busines

s year for a submarine mining concessionaire shall be deducted from each business year’s i

ncome. 

(5) Salaries which a submarine mining concessionaire and his agent or contractor pays to a 

foreigner to explore and develop submarine petroleum shall be exempted from income tax 

until the business year in which he first pays corporate tax referred to in paragraph (1). 

(6) The provisions of paragraphs (1) through (5) shall apply to the part of which the duty of 

payment occurs on December 31, 2003. 

Article 141 (Special Cases of Imposition of Taxes on Registration of Real Estate under 

Actual Titleholder’s Name) 

(1) Where any real estate registered under the actual titleholder’s name pursuant to Article 

11 of the Act on the Registration of Real Estate under the Actual Title holder’s Name is an 

object, the value of which is fifty million won or less and falls under any of the following s

ubparagraphs, any tax already exempted or imposed in shortage or not imposed at all shall 

not be collected additionally. In this case, the scope and calculation of the price of real esta

te registered under the actual titleholder’s name shall be determined by the Presidential De

cree: 

1. Where a title transferor and a householder who shares living with him was subject to 

non-taxation pursuant to one household one household transfer prior to the entry into 

force of this Act pursuant to subparagraph 3 of Article 89 of the Income Tax Act and 

which does not correspond to non-taxation on the date of transfer of the house due to 

registration under the actual titleholder’s name; and 

2. Where any gift tax whose duty to pay was created prior to the entry into force of the 

Act on the Registration of Real Estate under the Actual Titleholder’s Name is impos

ed on a titleholder pursuant to Article 32-2 of the previous Inheritance Tax Act (refe

rring to that prior to amendment to Act No. 5193 December 31, 1996). 

(2) Where any real estate registered under the actual titleholder’s name corresponds to a re

al estate for business purpose referred to in Article 112 (2) of the Local Tax Act, and which 

is directly used for the corporation’s proper business until the elapse of the grace period (re



 

144 

 

ferring to one-year period from the disappearance of such a cause for Article 11 (3) and (4) 

of the Act on the Registration of Real Estate Under Actual Titleholder’s Name), tax rates li

sted in Article 112 (2) of the Local Tax Act shall not apply. 

Article 142 (Ex-Ante and Ex-Post Management of Special Taxation) 

(1) The Minister of Finance and Economy shall establish a basic plan on special taxation a

nd its restriction and notify the heads of central administrative agencies not later than Marc

h 31 every year. 

(2) The head of any central administrative agency shall present a recommendation for tax r

eduction and exemption including the objectives of tax reduction and exemption, policy eff

ects expected from the tax reduction and exemption, estimated revenue effects by year and 

the related statistical data, etc. (hereafter, “recommendation for tax reduction and exemptio

n” in this Article) with respect to matters as may be deemed necessary to reduce and exem

pt for the efficient discharge of economic and social policies, etc. to the Minister of Financ

e and Economy not later than May 31 every year. 

(3) The head of any central administrative agency shall present a written opinion on effect 

analysis arising from tax reduction and exemption and an decision as to whether it should b

e maintained or abolished (hereafter, “statement of tax reduction and exemption” in this Ar

ticle) with respect to the special taxation as determined by the Presidential Decree to the M

inister of Finance and Economy not later than May 31 each year. 

(4) The presentation of a recommendation for tax reduction and exemption or a statement o

f tax reduction and exemption referred to in paragraphs (1) through (3) or other necessary 

matters shall be determined by the Minister of Finance and Economy. 

Article 143 (Separate Accounting) 

(1) If a national operates concurrently a business to which the provisionsof Articles 6, 7, 12

, 31 (4) and (5), 32 (4), 34, 63, 63-2 (2), 64, 68, 95, 101, 102, and 122, and Articles 11 and 

12 (4) of the Addenda and other businesses, he shall make a separate accounting under the 

provisions of the Presidential Decree. <Amended by Act No. 6045, Dec. 28, 1999> 

(2) A national who carries out consumptive service business, real estate business or other b

usiness at the same time shall make separate accounts of assets, liabilities and profits and l

osses by business. 

Article 144 (Deduction of Amount of Carried-Over Tax Credit) 

(1) The amount equivalent to such portion of the tax amount to be deducted under Articles 

5, 11, 24 through 27, 27-2, 62 (1) and (2), 65 (2), 94, 103 and 126 and Article 2 (2) (limited 
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to amendments to the previous provisions of Article 37) of Addenda, which has not been d

educted because there is no tax amount to be paid in the corresponding tax year or because 

the minimum tax as provided in Article 118 is applied, shall be carried over to each tax yea

r ending within four years (seven years in the case of the tax amount to be deducted under 

Article 10) from the beginning day of the tax year following the corresponding tax year for 

deduction from the income tax (limited to the income tax on business income) or corporate 

tax in each tax year in which such portion of the tax amount is carried over. <Amended by A

ct No. 5996, Aug. 31, 1999> 

(2) If the amount to be deducted from the income or corporate tax in each tax year under A

rticles 5, 10, 11, 24 through 27, 27-2, 62 (1) and (2), 62 (2), 94, 103 and 126 and Article 2 (

2) (limited to amendments to previous Article 37) of Addenda, and the non-deducted amou

nt carried over under paragraph (1) overlap, the non-deducted amount under paragraph (1) 

shall be deducted first, and if any overlapping takes place between such non-deducted amo

unts carried over, the deduction shall be made sequentially in the order in which such non-

deducted amount has accrued, but if the tax credit amount as provided in Article 10 and an

other tax credit amount accrues in the same year, the other tax credit amount shall be deduc

ted first. <Amended by Act No. 5996, Aug. 31, 1999> 

Article 145 (Accumulation of Reserve for Enterprise Rationalization) 

(1) Any domestic corporation which wishes to have the tax credit, tax abatement and exem

ption, or income deduction (hereafter,“abatement and exemption, etc.” in this Article) appli

ed under Articles 5 through 7, 10 through 12, 24 through 27, 27-2, 31 (4) through (6), 32 (4

), 34, 37, 62, 63, 63-2 (2), 64, 65, 68, 94, 101, 103 and 126, and Articles 11 and 12 (2) (lim

ited to amendments to Article 37) through (4) of the Addenda of this Act, shall accumulate 

as enterprise rationalization reserves the amount equivalent to the tax amount to be deducte

d (hereinafter “abated and exempted tax equivalent”) subtracted from the special tax for rur

al development imposed on such tax amount to be deducted (if he wishes to have the incom

e deducted, the amount equivalent to the corporate tax on the income amount to be deducte

d) in appropriating its profits in the then-current business year. <Amended by Act No. 5996, A

ug. 31, 1999; Act No. 6045, Dec. 28, 1999> 

(2) Where any person who is liable to accumulate the reserve for enterprise rationalization 

pursuant to paragraph (1) fails to accumulate the reserve for enterprise rationalization in th

e business year, he may accumulate them by the time of appropriating profits of the busine

ss year in which profits as determined by the Presidential Decree (hereinafter “disposal pro
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fits”) accrue after the business year. 

(3) Where the reserve for enterprise rationalization is accumulated pursuant to paragraph (2

), the amount equivalent to 20/100 of the reserves shall be collected by adding it to corpora

te tax of the business year in which the disposal profits accrue: Provided, That this shall no

t apply in the case of any inevitable cause as determined by the Presidential Decree. 

(4) The reserve for enterprise rationalization as referred to in paragraphs (1) and (2) shall b

e accumulated continuously, except in the cases falling under any of the following subpara

graphs: 

1. Use of such reserves for making up any deficit brought forward; and 

2. Transfer of such reserves into capital. 

(5) Any resident who has the tax credit, tax reduction and exemption, or income deduction 

granted under paragraph (1), shall use the amount equivalent to the deducted tax amount le

ss the special tax for rural development imposed on such deducted tax amount (if he has th

e income deducted, the amount equivalent to the income tax on the deducted income amou

nt) for an investment in any fixed assets, or a repayment of a longterm loan amount under t

he conditions as determined by the Presidential Decree. 

(6) In applying the provisions of paragraph (1), an amount, which a small business convert

ed into a corporation used the reduced and exempted tax equivalent to invest in fixed assets 

or redeems its long-term borrowings by applying mutatis mutandis the provisions of paragr

aph (5) by the business year which ends within four years from the date of its conversion in

to a corporation (hereinafter “special period”) after it was reduced and exempted or otherw

ise in the business year which ends within three years from the date of its conversion into a 

corporation, shall be deemed to have accumulated and used it as reserve for enterprise ratio

nalization: Provided, That an amount which was not used within the special period among t

he reduced and exempted tax equivalent shall be accumulated as reserve for enterprise ratio

nalization in the business year in which the specific period ends, and the provisions of para

graphs (2) and (3) shall apply mutatis mutandis to any small business converted in to a cor

poration which had not accumulated it. 

Article 146 (Additional Collection of Reduced or Exempted Tax Amount) 

Where a cause falling under any of the following subparagraphs occurs to a national whose 

tax has been abated or exempted, etc. under Article 145 (1), he shall pay income tax or cor

porate tax along with an amount equivalent to the interest calculated as the Presidential De

cree prescribes to any amount provided in any of the following subparagraphs at the time o
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f the return of tax base for the tax year in which such cause occurs, and such amount shall b

e deemed as payable pursuant to Article 76 of the Income Tax Act or Article 64 of the Cor

porate Tax Act: <Amended by Act No. 5996, Aug. 31, 1999> 

1. Where a corporation which has been subject to the reduction and exemption, etc. und

er Article 145 (1) fails to accumulate, or accumulates insufficiently, the reserve for e

nterprise rationalization pursuant to paragraphs (2) and (6) of the said Article: An am

ount which fails to accumulate or insufficiently accumulates as reserve for enterprise 

rationalization among the reduced and exempted tax equivalent; 

2. Where he disposes of reserve for enterprise rationalization as provided in Article 145 

by the method other than that as prescribed in paragraph (4) of the said Article: Rese

rve for enterprise rationalization equivalent; 

3. Where a person, who has the income tax or corporate tax deducted under Article 5, 1

1, 24 through 27, 62 (1) and (2), 65 (2), 94, 103 and 126, and Article 12 (2) (limited t

o amendment to Article 37) of the Addenda of this Act, disposes of such assets befor

e the elapse of three years from the end of the taxable year in which an investment is 

completed pursuant to the said Article (excluding cases as determined by the Preside

ntial Decree): An amount equivalent to the amount of tax credit on the assets; 

4. Where a resident who has been subject to reduction and exemption, etc. under Article 

145 (1) fails to use or uses insufficiently the amount to be used under Article 145 (5) 

(excluding cases where he invests any fixed assets used for business in kind or is con

verted into a corporation by a method of business transfer and takeover as determine

d by the Presidential Decree, and which are determined by the Presidential Decree): 

An amount which has not been used or used insufficiently; 

5. Where a person, who has the income tax or corporate tax deducted under Article 94, 

diverts the assets for other purposes within three years from the day of completion or 

purchase of the assets: An amount equivalent to the tax amount imposable on the ass

ets; and 

6. Where a national, who has been granted a preferred taxation pursuant to the provisio

ns of Article 27-2, reinvests in production facilities and equipment for manufacturin

g products belonging to the identical subdivision under the Korea Standard Industry 

Classification published by the Director of National Statistics Office pursuant to the 

provisions of Article 17 of the Statistics Act within the period prescribed by the Pres

ident Decree from the date the excess production facilities and equipment are dispos
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ed of (excluding the case where the production facilities and equipment increase thro

ugh a merger or a division merger and fresh investment is made to replace productio

n facilities and equipment other than disposed production facilities and equipment): t

he exempted tax amount. 

 

ADDENDA 

Article 1 (Enforcement Date) 

This Act shall enter into force on January 1, 1999: Provided, That amendments to Articles 

38, 39 and 45 through 48 shall enter into force on the date of its promulgation. 

Article 2 (Examples of General Application) 

(1) Amendments relating to income tax and corporate tax in this Act shall apply to the part 

of the taxable year starting with the entry into force of this Act. 

(2) Amendments relating to transfer income tax and special surtax in this Act shall apply to 

the portions transferred after the entry into force of this Act. 

(3) Amendments relating to value-added tax in this Act shall apply to the portion of goods 

or services supplying or supplied or part of goods declared for import after the entry into fo

rce of this Act. 

(4) Amendments relating to special consumption tax in this Act shall apply to taxable perio

d after the entry into force of this Act. 

(5) Amendments relating to liquor tax in this Act shall apply to the portion taken out of a fa

ctory or a bonded area after the entry into force of this Act. 

(6) Amendments relating to inheritance tax and gift tax in this Act shall apply to the part fo

r which an inheritance commences or donated after the entry into force of this Act. 

(7) Amendments relating to stamp tax in this Act shall apply to tax documents prepared aft

er the entry into force of this Act. 

(8) Amendments relating to securities transaction tax in this Act shall apply to the part tran

sferred, withdrawn, incorporated, commissioned or invested in kind. 

(9) Amendments relating to customs duties in this Act shall apply to the parts declared for i

mport after the entry into force of this Act. 

(10) Amendments relating to local tax in this Act shall apply to the portion to be acquired, r

egistered or imposed of the property tax or aggregate land tax after the entry into force of t

his Act. 

Article 3 (Examples of Application on Reserve for Small and Medium Business Investm
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ent) 

Amendments to Articles 4, 9, 28, 30, 58, 59 and 75 shall apply to the reserves included in t

he expenses after the entry into force of this Act: Provided, That amendments relating to th

e payment of interest equivalent in Article 4 (4), 9 (4), 28 (4), 30 (2), 58 (4), 59 (5) and 75 (

4) shall apply to the portions included in the gross income after the entry into force of this 

Act. In this case, amounts included in the gross income pursuant to Articles 4, 8, 28, 29, 41

, 42 and 61-2 of the previous Regulation of Tax Reduction and Exemption Act shall be dee

med amounts included in the gross income under this Act. 

Article 4 (Examples of Application on Tax Credit for Investment by Small and Medium 

Businesses) 

Amendments to Articles 5, 11, 24 through 26, 62, 65 (2), 94, 103 and 126 shall apply to the 

part invested after the entry into force of this Act. 

Article 5 (Examples of Application on Reduction and Exemption of Tax on Income fro

m Technological Transfer) 

Amendments to Article 12 shall apply to the part transferred, provided or leased after the e

ntry into force of this Act. 

Article 6 (Examples of Application on Exemption of Transfer Income Tax for Support, 

etc. for Improvement of Corporate Financial Structure) 

(1) Amendments to Articles 36 (2) 1, 37 (2) 1, 40 (1) 3 and 41 (1) 3 shall apply to the part o

f real estate transferred or donated prior to the entry into force of this Act but whose term o

f redemption of liabilities to financial institutions is not due. 

(2) In applying amendments to Articles 37 (2) 2, 40 (2) 2, 41 (3) 2 and 42 (2) 3, which resp

ect to the part of real estate transferred prior to the entry into force of this Act, the said ame

ndments shall apply starting from the date of transfer of such real estate. 

(3) Amendments to Articles 40 (1) 1 and 2, and 41 (1) 2 and (4) shall apply to the parts tran

sferred or donated after February 24, 1998. 

Article 7 (Examples of Application on Minimum Tax, etc.) 

Where a person obtains any reduction and exemption referred to in Articles 127, 128, 132, 

134, 144 and 145 in the taxable year which commences prior to the entry into force of this 

Act, the reduced and exempted tax amount shall be the reduced and exempted tax amount r

eferred to in Articles 112, 117, 118 120, 121 and 123 of the previous Regulation of Tax Re

duction and Exemption Act. 

Article 8 (Examples of Application on Non-Taxation, etc. of Capital Gains from Transf
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er of Stocks by Small and Medium Business Start-Up investment Companies) 

(1) Amendments to Articles 13, 14 (1) 2 through 4 and 14 (2) shall apply to the part of stoc

ks or investment equities acquired after the entry into force of this Act. 

(2) Amendments to Articles 14 (4) and (5), 20 (limited to the part collected through withho

lding), 29, 89, 91 shall apply to the parts whose withholding time arriving after the entry in

to force of this Act. 

(3) Amendments to Article 15 shall apply to stock options granted after the entry into force 

of this Act. 

(4) Amendments to Article 16 shall apply to the part invested or financed after the entry int

o force of this Act. 

(5) Amendments to Article 16 shall apply to investment and financing loss reserves include

d in the expenses after the entry into force of this Act. In this case, the balance of investme

nt and financing loss reserves included in the expenses pursuant to Article 14 (1) of the pre

vious Regulation and Tax Reduction and Exemption Act at the time of the entry into force 

of this Act shall be deemed investment and financing loss reserves under this Act. 

(6) Amendments to Articles 21 and 22 (limited to the provisions relating to the entry into f

orce of the Foreign Exchange Transactions Act) shall apply to the parts applicable under th

e Foreign Exchange Transactions Act after the entry into force of this Act. 

(7) Amendments to the proviso of Article 21 (1) shall apply to the parts of bonds in foreign 

currency issued after the entry into force of this Act. 

(8) Amendments to Article 23 shall apply to the parts transferred after the entry into force o

f this Act. 

(9) Amendments to Article 38 shall apply to the part invested in kind in the business year i

n which this Act enters into force. 

(10) Amendments to Article 39 shall apply to the part accepting or performing or reduced a

nd exempted from liabilities in the business year in which this Act enters into force. 

(11) Amendments to Article 39 shall apply to the part exempted from liabilities decreased i

n capital in the business year in which this Act enters into force. 

(12) Amendments to Article 46 shall apply to the part of stocks transferred or taken over li

abilities accepting or performing or real estate donated in the taxable year in which this Act 

enters into force. 

(13) Amendments to Article 47 shall apply to the part of stocks exchanged in the business y

ear in which this Act enters into force. 
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(14) Amendments to Article 48 (4) shall apply to the part of allowance for bad debts in the 

business year in which this Act enters into force. 

(15) Amendments to Article 100 (1) shall apply to housing subsidies paid after the entry int

o force of this Act. 

(16) The assets provided for in Article 135 (1) 2 in amendments to the said Article shall ap

ply only in the business year commencing before December 31, 1999. 

(17) Amendments to Article 141 shall apply to the parts converted to the actual name after 

the entry into force of this Act. 

(18) Amendments to Article 146 shall apply to the part in which a cause for additional coll

ection occurs (including the part in which a cause for collection occurs in the reduced and e

xempted tax amount under the previous Regulation of Reduction and Exemption Act after t

he entry into force of this Act) after the entry into force of this Act. 

Article 9 (General Transitional Measures) 

(1) National taxes and local taxes taxed or to be taxed pursuant to the previous provisions p

rior to the entry into force of this Act shall be governed by the previous provisions. 

(2) National taxes and local taxes reduced or to be reduced pursuant to the previous provisi

ons prior to the entry into force of this Act shall be governed by the previous provisions. 

(3) Acts and subordinate statutes which cite the previous Regulation of Tax Reduction and 

Exemption and its clauses at the time of the entry into force of this Act shall be deemed tho

se which cite the respective relevant clauses of this Act. 

Article 10 (Transitional Measures on Reserve for Small and Medium Business Investm

ent) 

The inclusion of reserves, which were included in the expenses in calculating an income a

mount for each taxable year pursuant to Articles 4, 8, 28, 29, 41, 42 and 61-2 of the previo

us Regulation of Tax Reduction and Exemption at the time of the entry into force of this A

ct, in the gross income shall be governed by the previous provisions. 

Article 11 (Transitional Measures on Reduction and Exemption of Tax Amount of Sma

ll and Medium Business Investment) 

(1) The part of patents, utility models and technical know-how leased prior to the entry into 

force of this Act shall be governed by the provisions of Article 11 of the previous Regulati

on of Tax Reduction and Exemption Act until the lease term expires. 

(2) Nationals applied under the Articles 6, 34, 46, 50, 51 (1), 53 and 96 of the previous Reg

ulation of Reduction and Exemption Act prior to the entry into force of this Act shall be go
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verned by the Provisions of Articles 6, 34, 63, 64, 65 (1), 68 and 101 of the Act, respective

ly only from the taxable year starting after the entry into force of this Act to the remaining r

eduction and exemption period. 

Article 12 (Transitional Measures on Inclusion of Capital Gains from International Shi

ps in Expenses) 

(1) The inclusion of an amount included in the expenses pursuant to Articles 24-2 and 40-4 

of the previous Regulation of Reductions and Exemption Act, in the gross income shall be 

governed by the previous provisions. 

(2) Where an enterprise designated for rationalization pursuant to Article 39 (1) of the prev

ious Regulation of Tax Reduction and Exemption Act prior to the entry into force of this A

ct meets the rationalization standards referred to in paragraph (2) of the said Article, it shal

l be governed by the provisions of Articles 35 through 37 of the previous Regulation of Ta

x Reduction and Exemption Act. 

(3) Capital increases applied under Article 93 of the previous Regulation of Tax Reduction 

and Exemption Act prior to the entry into force of this Act shall be governed by the previo

us provisions during the remaining deduction period. 

(4) Any small and medium business applied under Article 54 of the previous Regulation of 

Tax Reduction and Exemption Act prior to the entry into force of this Act shall be governe

d by the previous provisions during the remaining reduction and exemption period. 

(5) Borrowing for housing funds applied under Article 92-4 of the previous Regulation of T

ax Reduction and Exemption Act at the time of the entry into force of this Act shall be gov

erned by the previous provisions until the completion of their redemption. 

(6) Abandoned mine reserves applied under Article 123-2 of the previous Regulation of Ta

x Reduction and Exemption Act at the time of the entry into force of this Act shall be gove

rned by the previous provisions. 

Article 13 (Transitional Measures on Household Long-Term Savings and Employees’ S

tock Savings) 

(1) For any household long-term savings referred to in Article 80-3 of the previous Regulat

ion of Tax Reduction and Exemption Act, only the contracts which were concluded before 

December 31, 1998 shall be governed by the previous provisions until the expiration date o

f such savings contract. 

(2) For any employees’ stock savings referred to in Article 80-4 of the previous Regulation 

of Tax Reduction and Exemption Act, only the contract concluded before December 31, 19
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98 and savings amount paid before December 31, 1998 shall be governed by the previous p

rovisions until the expiration date of such savings contract. 

Article 14 (Transitional Measures on Reduction and Exemption, etc. of Transfer Incom

e Tax) 

(1) The taxation carried forward on the assets which were subject to the application of taxa

tion carried forward pursuant to Articles 31, 32 and 40-4 of the previous Regulation of Tax 

Reduction and Exemption prior to the entry into force of this Act shall be governed by the 

previous provisions. 

(2) The reduction and exemption of tax amount, deferment of taxation, ex-post managemen

t and additional collection on assets which were subject to the application of reduction and 

exemption, etc. of tax amount pursuant to Articles 33, 40-8, 43, 44, 70, 71 and 75 (2) of the 

previous Regulation of Tax Reduction and Exemption Act prior to the entry into force of th

is Act shall be governed by the previous provisions. 

(3) Where any rental house began to be rented pursuant to the previous Article 67 at the tim

e of the entry into force of the Amendments to the Regulation of Tax Reduction and Exem

ption Act (Act No. 4806), it shall be governed by the previous provisions. 

(4) Where any land, etc. is transferred pursuant to the previous Articles 31 through 33, 43, 

44, 68, 70 and 71 (including cases applied mutatis mutandis under Article 75 (2)) at the tim

e of Amendments to the Regulation of Tax Reduction and Exemption Act (Act no. 5417), t

he reduction and exemption of tax amount, special cases of transfer value, deferment of tax

ation and additional collection, etc. shall be governed by the previous provisions. 

Article 15 (Transitional Measures on Exemption of Gift Tax on Farmland, etc. Donated 

to Children of Farming Households) 

(1) The ex-post management and collection of land, etc. which are exempted from gift tax p

ursuant to Article 58 of the previous Regulation of Tax Reduction and Exemption Act prio

r to the entry into force of this Act shall be governed by the previous provisions. 

(2) Any land, etc. subject to the exemption from gift tax pursuant to Article 58 (1) of the pr

evious Regulation and Tax Reduction and Exemption Act at the time of the entry into force 

of this Act, which any self-cultivating farmer donates to his children of farming household

ers by December 31, 2000, shall be exempted from gift tax pursuant to Article 58 (2) throu

gh (5) of the previous Regulation of Tax Reduction and Exemption Act. 

Article 16 (Transitional Measures on Exemption of Transfer Income Tax, etc. on Self-C

ultivating Farmers, etc.) 
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(1) The ex-post management and collection of land, etc. which is exempted from transfer i

ncome tax and gift tax referred to in the previous Articles 56 and 57 at the time of the entry 

into force of the Amendment to the Regulation of Tax Reduction and Exemption Act (Act 

No. 5195) shall be governed by the provisions of the previous Articles 56 and 57. 

(2) Any land (limited to that within the agricultural development area under Farmland Act) 

subject to transfer income tax and gift tax referred to in the previous Articles 56 (1) and 57 

(1) at the time of the entry into force of the Amendment to the Regulation of Tax Reductio

n and Exemption Act (Act No. 5195), which is transferred or donated by December 31, 20

00, shall be exempted from transfer income tax or gift tax pursuant to the previous Article 5

6 (2) through (5) or 57 (2) through (4). 

(3) Any fishing ship or fishing right subject to exemption from gift tax referred to in the pr

evious Article 57 (1) at the time of the entry into force of the previous Regulation of Tax R

eduction and Exemption Act (Act No. 5195), which is donated by December 31, 2000, shal

l be exempted from gift tax pursuant to the previous Article 57 (2) through (4). 

Article 17 (Transitional Measures on Exclusion of Tax Reduction and Exemption in Me

tropolitan Area) 

Foreign investments which were excluded from tax reduction and exemption pursuant to A

rticle 47 (3) and (4) the previous Regulation of Tax Reduction and Exemption Act prior to t

he entry into force of this Act shall be governed by the previous provisions. 

Article 18 (Transitional Measures on Reduction of Payable Tax Amount of Value-Adde

d Tax) 

Notwithstanding the provisions of Article 5 of the Amended Addenda of the Regulation of 

Tax Reduction and Exemption Act (Act No. 4952), the provisions of Article 100-2 (1) of th

e previous Regulation of Tax Reduction and Exemption Act shall apply o the part of taxabl

e period which ends by December 31, 2000. 

Article 19 Omitted. 

 

ADDENDA <Act No. 5960, Mar. 31, 1999> 

Article 1 (Enforcement Date) 

This Act shall enter into force on April 1, 1999. 

Articles 2 through 5 Omitted. 

 

ADDENDA <Act No. 5980, Apr. 30, 1999> 
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(1) (Enforcement Date) This Act shall enter into force on July 1, 1999. 

(2) (Examples of Application) The amendment to Article 106 (1) 2 shall apply to the portion 

supplied on and after the date of the entry into force of this Act. 

 

ADDENDA <Act No. 5982, May 24, 1999> 

Article 1 (Enforcement Date) 

This Act shall enter into force on the date of its promulgation. (Proviso Omitted.) 

Articles 2 through 6 Omitted. 

 

ADDENDA <Act No. 5996, Aug. 31, 1999> 

Article 1 (Enforcement Date) 

This Act shall enter into force on the date of its promulgation: Provided, That the amended 

provisions of Article 126-2 shall enter into force on the first day of the month following the 

month belonging to the date of the promulgation of this Act. 

Article 2 (Examples of Application to Tax Abatement or Exemption) 

(1) The amended provisions of Articles 6 and 31 shall apply starting with the new start-up 

or venture enterprise verified as established first after the enforcement of this Act. 

(2) The amended provisions of Article 63 shall apply starting with the factory facilities relo

cated first after the enforcement of this Act. 

Article 3 (Examples of Application to Reserves, etc.) 

(1) The amended provisions of Article 8-2 shall apply starting with the 

portion of the tax year belonging to the date of the enforcement of this Act. 

(2) The amended provisions of Articles 60 and 61 shall apply starting with the portion tran

sferred first after the enforcement of this Act. 

Article 4 (Examples of Application to Income Deduction) 

(1) The amended provisions of Article 16 shall apply starting with the portion of investmen

t or contribution made first after the enforcement of this Act. 

(2) The amended provisions of Article 126-2 shall apply starting with the portion of credit 

or direct payment cards used to spend first after the enforcement of this Act. In this case, w

here the amount spent using credit cards, etc. from the date of the enforcement of this Act t

o November 30, 1999 exceeds 10/100 of his total annual employment income for the corre

sponding period, an amount equivalent to 10/100 of the excess amount (up to a maximum o

f one million won) shall be deducted from his employment income for the corresponding ta
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x year. 

Article 5 (Examples of Application to Investment Tax Deduction) 

The amended provisions of Articles 27 and 62 shall apply starting with the portion of inves

tment or acquisition made first after the enforcement of this Act. 

Article 6 (Examples of Application to Deferred Taxation of Special Surtax) 

(1) The amended provisions of Articles 37, 47-2, and 49 shall apply starting with the portio

n of a merger made in the tax year belonging to the date of the enforcement of this Act. 

(2) The amended provisions of Articles 38, and42 shall apply starting with the portion of c

ontribution in kind made in the tax year belonging to the date of the enforcement of this Ac

t. 

(3) The amended provisions of Article 38-2 shall apply starting with the portion of contribu

tion in kind or transfer made first after the enforcement of this Act. 

(4) The amended provisions of Article 39 shall apply starting with the portion of guaranty l

iabilities or repayment made first after the enforcement of this Act. 

(5) The amended provisions of Article 44 shall apply starting with the tax year belonging t

o the date of the enforcement of this Act. 

(6) The amended provisions of Article 99 (1) shall apply starting with the portion of transfe

r made first after July 1, 1999. 

Article 7 (Example of Application to Dividends of Securities Investment Companies) 

The amended provisions of Article 91-2 shall apply starting with the portion of the tax year 

belonging to the date the enforcement of this Act. 

Article 8 (Examples of Application to Value Added Tax, etc.) 

(1) The amended provisions of Article 106 shall apply starting with the portion of supply m

ade first after the enforcement of this Act. 

(2) The amended provisions of Article 112-2 and 113 shall apply starting with the portion f

irst shipped out of manufacturing factories or bonded areas after the enforcement of this Ac

t. 

Article 9 (Examples of Application to Securities Transaction Tax) 

The amended provisions of Article 117 shall apply starting with the portion of stocks or ow

nership shares transferred first after the enforcement of this Act. 

Article 10 (Examples of Application to Local Municipal Taxes) 

The amended provisions of Article 119 through 121 shall apply starting with the portion of 

acquisition made first after the enforcement of this Act. 
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Article 11 (Examples of Application to Exclusion of Duplicate Assistance) 

The amended provisions of Articles 127, 128, 132, 144, 145, and 146 shall apply starting w

ith the tax year belonging to the date of the enforcement of this Act. 

Article 12 (Transitional Measures) 

(1) Any small and medium enterprise, which is subject to the application of the previous pr

ovisions of Articles 6 and 63 at the time of enforcing this Act, shall be made subject to the 

application of the same previous provisions. 

(2) Any act performed by the Minister of Finance and Economy pursuant to the previous pr

ovisions of Article 50 (1) 1 prior to the enforcement of this Act shall be deemed the act per

formed by the Chairman of the Financial Supervisory Commission. 

(3) The reserves which are included in the operating expenses but later included in the oper

ating income and retroactively collected amount pursuant to the previous provisions of Arti

cles 58 and 59 at the time this of enforcing this Act shall be dealt with according to the sam

e previous provisions. 

(4) The previous provisions of Article 87 (2) shall apply to the savingsdeposited on or befo

re December 31, 1998. 

 

ADDENDA <Act No. 6045, Dec. 28, 1999> 

Article 1 (Enforcement Date) 

This Act shall enter into force on January 1, 2000: Provided, That the amended provisions 

of subparagraph 3 of Article 4 of the Act on Special Rural Development Tax from among t

he amended provisions of Articles 14, 16, 41-2, 44, 48 (4), 86 (2), 104-2, 117 (1) 2-2, and t

he amended provisions of Article 16 of the Addenda shall enter into force on the day of its 

promulgation, the amended provisions of Articles 50, 72 (1) 2, 3, and 7, 74, 84 (excluding 

matters concerning farmland improvement cooperatives and the Agriculture Infrastructure 

Corporation), subparagraphs 5 and 6 of Article 105 and Article 116 shall enter into force o

n July 1, 2000, and the amended provisions of subparagraph 4 Article 4 and Article 5 of the 

Act on the Special Rural Development Tax from among the amended provisions of Article

s 89, 89-2, 90 and the amended provisons of Article 16 of the Addenda shall enter into forc

e on January 1, 2001. 

Article 2 (General Application Examples) 

(1) The amended provisions concerning the income tax and corporate tax in this Act shall a

pply starting with the portion of the first tax year after the enforcement of this Act. 
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(2) The amended provisions concerning the transfer margin tax and the special surtax in thi

s Act shall apply starting with the transfer margin first accruing after the enforcement of thi

s Act. 

(3) The amended provisions concerning the value-added tax in this Act shall apply starting 

with the goods and services supplied and rendered first after the enforcement of this Act. 

(4) The amended provisions concerning the special consumption tax in this Act shall apply 

starting with the portion of the tax period arriving first after the enforcement of this Act. 

(5) The amended provisions concerning the stamp tax I this Act shall apply starting with th

e portion of the taxable documents prepared first after the enforcement of this Act. 

(6) The amended provisions concerning the customs duties in this Act shall apply starting 

with the portion of imports declared first after the enforcement of this Act. 

Article 3 (Application Examples of Exemption of Corporate Restructuring Cooperative

s from Transfer Margin Tax) 

The amended provisions of Articles 14 and 16 shall apply starting with the portion of inves

tments made in a corporate restructuring cooperative, or stocks and equity shares acquired 

by such cooperative during the tax period belonging to the date of the enforcement of this A

ct. 

Article 4 (Application Examples of Non-Residents’ Income from Securities Transfer) 

The amended provisions of Article 21 (3) shall apply starting with the securities transferred 

first after the enforcement of this Act. 

Article 5 (Application Examples of Special Taxation on Investment in Kind) 

(1) The amended provisions of Article 38 shall apply starting with the portion of investmen

ts in kind made first after the enforcement of this Act. 

(2) The amended provisions of Article 41-2 (1) and (2) shall apply starting with the portion 

of the assets donated without compensation during the first business year closing after the e

nforcement of this Act, and the amended provisions of paragraph (3) of the same Article sh

all apply starting with the portion of the assets donated without compensation first after the 

date on which an application is filed for the beginning of procedures for liquidation procee

dings, etc. 

(3) The amended provisions of Article 44 shall apply starting the portion of liabilities exem

pted in the business year closing first after the enforcement of this Act: Provided, That the 

exclusion of liability decrements, fulfilling the requirements of each subparagraph of Articl

e 44 (1), from operating income and the inclusion of such liability decrements in operating 
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expenses shall be dealt with the previous provisions. 

(4) The amended provisions of Article 48 (4) shall apply starting from such business loss re

serves included in operating expenses for the business year where this Act enters into force

. 

(5) The amended provisions of Article 120 (5) 8 shall apply starting with the portion of the 

stocks acquired first after the enforcement of this Act. 

Article 6 (Application Examples of Extraordinary Tax Abatement or Exemption for Co

rporations Relocated to Areas Outside Seoul Metropolitan Life Zone) 

(1) The amended provisions of Article 63-2 (2) shall apply starting with the portion of the t

ax year belonging to the date on which a factory or a head office is first relocated to areas o

utside the Seoul metropolitan life zone after the enforcement of this Act: Provided, that the 

same shall not apply to the case where a site or a building is transferred prior to the enforce

ment of this Act and then a factory or a head office is relocated after the enforcement of thi

s Act. 

(2) The amended provisions of Article 63-2 (3) and (4) shall apply starting with the portion 

of a site or a building transferred first after the enforcement of this Act: the same shall not a

pply to the case where such site or factory is relocated prior to the enforcement of this Act 

and then such property is transferred after the enforcement of this Act. 

Article 7 (Application Examples of Tax-Favored Savings) 

(1) The amended provisions of Article 86 (2) shall apply starting with the portion of tax-fa

vored savings which are terminated or withdrawn in a from other than the annuity payment 

in the tax period belonging to the date of the enforcement of this Act. 

(2) The amended provisions of Article 89 shall apply starting with savings contracts conclu

ded first after this Act enters into force. 

(3) The amended provisions of Article 90-2 shall apply starting with any savings contracts 

which are concluded or terminated first after the enforcement of this Act. 

Article 8 (Application Examples of Subsidies to Fishery Business Operators) 

The amended provisions of Article 104-2 shall apply starting with the portion of subsidies 

granted or received during the tax year belonging to the date of the enforcement of this Act

. 

Article 9 (Application Examples of Value-Added Tax) 

(1) The amended provisions of subparagraph 3-2 of Article 105 shall apply starting with th

e potion of contribution made without compensation to the State or local governments first 
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after this Act enters into force. 

(2) The amended provisions of Article 107 shall apply starting with the portion of supplied 

or accepted first after this Act enters into force. 

Article 10 (Application Examples of Securities Transaction Tax) 

The amended provisions of Article 117 shall apply starting with stock certificates or equity 

shares transferred first after this Act enters into force. 

Article 11 (Application Example of Local Taxes) 

The amended provisions of Article 119 and 120 shall apply starting with the portion of the 

registration or acquisition made first after this Act enters into force. 

Article 12 (Transitional Measures concerning Tax-favored Savings to Which Exception

al Tax Withholding at Source Is Applied) 

(1) Any person who opens his tax-favored savings accounts as of December 31, 2000 (refe

rring to December 31, 2001 in case of the previous provisions of Article 89 (1) 2) under the 

previous provisions of Article 89 (1) 1 (excluding the case where the amended provisions o

f Article 89-2 are applied), 2 (excluding investments) and 3 (excluding the trust of national 

stocks), 4, 5, 6 and 8 shall be deemed to open such his taxfavored savings accounts under t

he amended provisions of Article 89. In case that the total contracted amount of such previ

ous savings exceeds such a limit of tax-favored savings contract amounts under the amende

d provisions of Article 89 (1) 3, such an excess portion shall also be deemed to be the tax-f

avored savings until their contract expires. 

(2) Any financial institutions handling any savings which are deemed the tax-favored savin

gs under the provisions of paragraph (1) shall notify the tax-favored comprehensive saving

s center of names, resident registration numbers, other particulars including conclusion and 

termination of such tax-favored savings contracts and the amounts of savings paid by Dece

mber 31, 2000 (December 31, 2001 in case of deposits entrusted pursuant to the previous p

rovisions of Article 89 (1) 2). 

(3) Interest and dividend income subject to the application of the provisions of Article 1 (2) 

of the Addenda of the Regulation of Tax Reduction and Exemption Act amended by Act N

o. 4806 (referring to the amended provisions of the Regulation of Tax Reduction and Exem

ption Act amended by Act No. 5584) shall be subject to the application of the same provisi

ons of the same Act by December 31, 2001 (by December 31, 2002 in case of dividend) no

twithstanding the amended provisions of Article 89. 

Article 13 (Transitional Measures concerning Farmland Improvement Cooperatives, et
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c.) 

In applying Article 84 (2), the period of using facilities by the previous farmland improvem

ent cooperatives and their national federation at the time of enforcing this Act shall be cons

idered to be the period of using such facilities by the Agriculture Infrastructure Corporation

. 

Article 14 (Transitional Measures concerning Household Life Fund Savings) 

(1) With respect to the household life fund savings under the previous provisions of Article 

90, the provisions of the same Article shall apply only to any income accruing on or before 

December 31, 2000. 

(2) The amended provisions of Article 90-2 shall apply to the tax-favored savings data in re

spect to household life fund savings under the previous provisions of Article 90 (2). 

Article 15 (Transitional Measures concerning Rents of Social Infrastructure Facilities) 

The previous provisions shall apply to any goods and services for which the value-added ta

x is exempted under the previous provisions of Article 106 (1) 5 at the time of enforcing th

is Act. 

Article 16 Omitted. 

Article 17 (Application Example in Relation to Amendment to Other Act) 

The amended provisions of subparagraph 3 of Article 4 of the Act on Special Rural Develo

pment Act from among the amended provisions of the Addenda of Article 16 shall be appli

ed starting with the tax year belonging to the date of the enforcement of this Act and the am

ended provisons of subparagraph 4 of Article 4 of the same Act and Article 5 of the same A

ct shall apply to the portion of the payment of any income accruing on or after January 1, 2

001. 

Article 18 (Transitional Measures concerning Amendment to Other Act) 

With respect to the abatement or exemption of interest and dividend accruing from the savi

ngs under the provisions of Article 89 (1) 4 from among the amended provisions of subpar

agraph 4 of Article 4 of the Act on Special Rural Development Act, the previous provision

s shall apply to any interest and dividend from the savings until such savings expire by Dec

ember 31, 2000. 

 

ADDENDA <Act No. 6054, Dec. 28, 1999> 

(1) (Enforcement Date) This Act shall enter into force after the elapse of three months from t

he date of its promulgation. 
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(2) Omitted. 

 

ADDENDA <Act No. 6055, Dec. 28, 1999> 

Article 1 (Enforcement Date) 

This Act shall enter into force on January 1, 2000. (Proviso Omitted.) 

Articles 2 through 20 Omitted. 

 

ADDENDA <Act No. 6073, Dec. 31, 1999> 

Article 1 (Enforcement Date) 

This Act shall enter into force on the date of its promulgation. 

Articles 2 and 3 Omitted. 

 

ADDENDA <Act No. 6136, Jan. 12, 2000> 

Article 1 (Enforcement Date) 

This Act shall enter into force two months after the date of its promulgation. 

Articles 2 through 7 Omitted. 

 

ADDENDA <Act No. 6194, Jan. 21, 2000> 

Article 1 (Enforcement Date) 

This Act shall enter into force three months after the date of its promulgation. 

Articles 2 through 4 Omitted. 
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