IBDO | ~vazpiae

Overview of taxation on the domestic source income
of a non-resident or a foreign corporation

1. Ataxation system for the domestic source income

In taxation of the domestic source income for a non-resident or a foreign corporation, the domestic taxation
regulations such as individual income tax law or corporate income tax law are applied. However, in taxation

on the resident of foreign countries which have a tax treaty with the Republic of Korea, the tax treaty shall

be predominant over domestic tax laws.

2. Taxation for a non-resident or a foreign corporation
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3. ATaxation on Korean source income of a non-resident

No PE in Korea
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e Interest income, dividend income, royalties (reduced treaty rate applied)

Country with tax treaty Country with no tax treaty

Reduced rate under tax treaty (0-15%) 20% (surcharge 10%)

- In case, it is practically connected to or vested in the domestic place of business of non-resident, no reduced
tax rate shall be applied, but a comprehensive taxation shall be applied.

- In the event that the reduced tax rate includes the local tax (resident tax), the income tax rate is calculated as
a reduced tax rate x 1/(1+0.1).

e Business income

Country with tax treaty Country with no tax treaty

No Korean PE, no tax. No Korean PE, 2% shall be withheld.

If it has a Korean PE, the comprehensive taxation shall be applied to the attributable income.

o Method for tax withholding
- The person responsible for withholding: The person who pays domestic source income (In the event there
is no address or place of residence in the Republic of Korea, a tax agent shall be designated for filing of

tax return)
* However, as for the transfer of marketable securities through the securities broker, the securities broker
is responsible for the tax withholding.

- Tax Payment: Location of the party responsible for the tax withholding
- Timing for tax withholding: When the domestic source income is actually paid
- Taxable income: Gross amount of domestic source income paid.

- The person making the payment should submit the payment statement to the head of the local tax office
until the end of February of the next year.

- For those non-residents who want to get non-taxable or to be exempted from tax obligation according to
the tax treaty should submit an application (including residency certificate) for non-taxable/tax-
exemption through the person making the payments by 9th of the following month.
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