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An Easy Guide to Local Taxes
for Multicultural Families

What are
taxes?

~

The national government conducts national affairs of defense,
diplomacy, public order etc. while local governments are responsible
for residents’ welfare, public health, sanitation, water supply,
wastewater treatment and so on. To procure financial resources
for these activities, the government imposes taxes on citizens
according to their respective capacities, mainly in terms of income

and wealth.

Taxes are classified as national taxes imposed by the national
government(including customs duties) and local taxes levied by local

governments.

What are
local taxes?

~

Local taxes are taxes levied on the basis of statutes to enable a
local government to procure financing to provide public services in
the locality.

Local taxes collected are used for waste disposal and to build roads,
maintain and manage water supply and wastewater treatment
facilities, provide social welfare, open and operate fire stations, etc.

% Out of 11 types of local taxes, those that are relevant to daily
life are summarized below. For more detailed information,
please contact your local government'’s tax department.



~

Terminology O Terminology of local taxes(11 types)

of local
taxes

General taxes: Acquisition tax, registration license tax, leisure tax, local
consumption tax, resident tax, property tax, automobile tax,
local income tax, cigarette consumption tax

Earmarked taxes: Local development tax, local education

O The formula for assessing the amount of local taxes is as

O Tax base

The tax base is the amount that quantifies the value of the object
(a house, building, vehicle, etc.) upon which a local tax is imposed,
in terms of a specific price, quantity, etc. It is used as the basis for

assessing a tax amount.

O Taxrate

The tax rate is the rate multiplied by the tax base to determine the
tax amount. The tax rate is expressed in terms of a permillage, an
amount for each use,

*** won per cubic centimeter (cc) of engine displacement, etc.,

depending on the type of tax.

General levy

The tax department of a local government levies taxes by mailing
a payment notice to the taxpayer with information on the tax base,
the tax amount, etc.

% Relevant taxes: Automobile tax, property tax, resident tax,

registration license tax

The taxpayer reports the amount of tax and pays it voluntarily
The taxpayer prepares a local tax filing form with the tax base and
the tax amount, submits it at the filing window of the relevant tax
department, and pays the tax at the same time.

% Taxes paid as described above include: Acquisition tax, local
income tax, registration license tax, etc.




~

O Additional amount
If a local tax levied and notified by a local government (automobile
tax, property tax, etc.) is not paid by the payment due date, 3% of
the tax amount notified will be imposed pursuant to the provision of

the Local Tax Act from the date after the payment is due.

O Additional tax
If the amount of local tax (acquisition tax etc.) is not reported and
paid on the due date, an additional tax is levied to the assessed tax
amount.

% Summary of the rates of general additional taxes
- General under-reporting of tax amount(10%), unfair under-
reporting(40%)
- General failure to report(20%), unfair failure to report(40%)

O Measures taken when taxes are not paid
If a person who has an obligation to pay a local tax has not paid it by
the payment due date and has still not paid it by the due date after
being issued a notice of urgent payment, the taxpayer's property is

seized, the seized property is sold, and other measures are taken

O> Payment of local taxes
Taxes can be paid at bank windows or cash dispensers and
automated teller machines of all banks in the country, through
WeTax (online payment), the Internet giro system, mobile phones,

Internet bank, credit cards, etc.

O When a tax payment obligation arises
Obligation of tax payment is established when the conditions in
the Local Tax Law are met, and the local government becomes a

creditor while the taxpayer becomes a debtor.
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Type of tax Date when the obligation of tax payment arises

When a taxpayer acquires an object on which the acquisition tax is
to be levied.

Acquisition tax

Registration| \WWhen property rights and other rights are registered.

Registration

feanes s When various licenses are acquired. The first day of the month when

License

payment is due.

The tax base date (July 1 and when wages to be paid to employees

Resident tax )
are paid).

When the obligation to pay individual or corporate income tax (which
constitute the tax base for the local income tax) is incurred.

Earned income tax: The date when the earned income
Local income tax is paid. Business income tax: December 31. Transfer
income tax: The last date of the month when the
transfer occurred.

The date when the corporation’s fiscal year ends.

Tax is levied on properties that are owned by a taxpayer as of June 1

Property tax
every year
Automobile S —— The first day of the months when the payment is due (June and
tax December).

. When the obligation to pay the local tax upon which the additional
Additional tax ) o
tax is to be levied is incurred.

. When the individual or corporate income tax, which constitute the
Local tax specially

tax base of the specially levied local tax, is withheld at the income

levied
source.
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Tax Calendar

Levy and collection schedule

© Payment of registration license tax(for license) (payment period:
January 16-31).

@ Yearly amount of automobile tax is paid at once (payment period:
January 16-31).

January

March © Installment payment of the automobile tax for the first half of the
year(payment period: March 16-31).

Aoril ©The local income tax for corporations is paid by a corporation whose
2 accounts are settled at the end of December(payment date: April 30).

© Local income tax (on income) is reported and paid (payment period:

Ma
i/ May 1-31).

© The automobile tax for the first half of the year (January to June) is paid

June )
(payment period: June 16-30).

© Resident tax (on properties) is reported and paid (payment period: July
1-31).

© Property tax on buildings, houses (first half of the year), ships, and
aircraft is paid (payment period: July 16-31).

© Local development tax for specific real estate, local education tax
(payment period: July 16-31).

July

© Resident taxes on individuals and on business ownsers paid (payment

August
& period: August 16-31).

© Automobile tax for the second half of the year is paid (payment period:

September 16-30).
September .
© Property tax on land and houses for the second half of the year is paid

(payment period: September 16-30).

© Automobile tax for the second half of the year (July to December) is
paid (payment period: December 16-31).
% Comprehensive real estate holding tax is imposed and collected
(December 1-15).

December

© Acquisition tax is reported and paid: Within 60 days of the acquisition
date.

© Registration license tax(for registration) is reported and paid: At the
time of registration.

© Resident tax(on employees), local income tax(specially levied tax): On
the tenth day of every month.

Every month
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Acquisition tax

Acquisition tax is tax reported and paid by applying the relevant tax rate to

the acquisition price(tax base) when real estate, vehicles, etc., are purchased.

Y
What is the
tax base?

The tax base is the price as of the time when the acquisition of real

estate or an automobile is registered. If there is no reported price,

or if the reported price is lower than the amount set by the tax

authorities (the base amount of the market price), the base amount

of the market price shall be used as the tax base.

% The base amount of the market price: The base amount set by
the government to apply for local taxes such as the acquisition
tax, property tax, etc., of real estate and automobiles.

~

How to
report the
tax amount

If a taxpayer acquires real estate, a vehicle, etc., the taxpayer should
report and pay the acquisition tax within 60 days of the acquisition
date at the tax department of the city, gun, or gu office where the
relevant property is located (six months in the case of a bequest;

nine months if the address is in another country).

~

What are
the disadvan
tages

if the tax
amount is
not reported
and paid?

If a taxpayer acquires real estate, a vehicle, and so on, and does
not report or pay tax by the due date of the tax report and payment,
an additional tax for failure to report (20% to 40%) and for delayed
payment (3% per day) are added to the tax amount.
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Property tax

Property tax is levied on persons who own a house(apartments included),
a building(commercial buildings etc., not including houses), land(land

appurtenant to a building included) etc., as of June 1 every year.

To calculate the tax amount, the rate of fair market value is multiplied by
the declared value of the house, the declared land price, or the statutory

standard price of the fair market value of a building.
% The rate of fair market value is 60% for houses, and 70% for land and

buildings.

N
How to

pay property

tax

Property tax is paid at a bank or post office with the property tax
payment notice, which is sent by the tax department of the local
government with jurisdiction over the house, building, land, etc.,

in July and September every year.

For a house, property tax is paid in two installments a year,
between July 16 and 31(first payment) and September 16 and
30(second payment).

For an ordinary building, property tax should be paid between
July 16 and 31. For land, property tax is paid between September
16 and 30.

%
What are the
disadvantages

of not paying?

If property tax(or automobile tax) is not paid within the payment
period, an additional tax equivalent to 3% of the tax amount

payable is levied for each non-payment.

For each month that passes after the expiration of the payment
period, an additional tax equivalent to 0.75% of the unpaid local

tax is added until 60 months after the said expiration.

10



Automobile tax

An automobile tax serves as a property tax for car ownership, as well as a tax
imposed on the burden of social costs of road damages, traffic congestion,
and environmental pollution attributed to car ownership.

~

What is the For automobiles registered under the Automobile Management
tax base? Act, as well as dump trucks and concrete mix trucks, tax is
imposed in prescribed amounts based on engine displacement

(cubic centimeter), etc.

~

How to pay The yearly tax amount is paid in two deferred installments, with
automobile a payment notice sent to the car owner as of the first day of the
tax month when the payment is due (June and December).
Y

How to If a yearly amount is paid in one installment, 10% of the
save on automobile tax amount that should have been paid in the second
automobile installment is discounted.

tax % The discount rate of the yearly amount will be adjusted,

beginning in 2021, based on the interest rates on deposits in
financial institutions and other factors: 10% (up to 2022) = 7%
(2023) = 5% (2024) — 3% (2025 and thereafter)

To pay the automobile tax in one installment, please request the
relevant tax department for payment within the request period.
You can also apply for payment through the Internet payment

services of local taxes (wetax.go.kr).

(N
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Local income tax

National income tax or corporate income tax payers should report and pay local
income tax for individuals and corporations to the tax dewpartment of the relevant

local government.

Individual local income taxes are levied on comprehensive income (interest, dividend,
business, earned, pension and other income), and retirement and property transfer

income. Corporate local income taxes are levied on income for each business year,
income from transfer of land and other properties, income that is not expended by the
corporation but retained as cash, bank deposits, etc., and liquidation income.

What is the
tax base?

The tax base of local income tax is the same as that of the national
income tax for individuals and corporations.

~

How to
report and
pay local
income tax

Local income tax for individuals may be reported and paid along
with the national income tax during the period of reporting the
finalized comprehensive income tax in May, at the tax departments
of local governments and National Tax Service offices.

Local governments send payment notices during the reporting
period to small business owners paying local tax on comprehensive
income and persons reporting local tax on transfer income. When
the person who receives a notice pays the stated amount, it is
considered that the person also reported the tax amount.

Local income tax for individuals on transfer income) may be
reported tentatively and paid within four months from the last day
of the month of the transfer, and the same shall be reported and
paid conclusively by the end of July of the following year.

Local income tax for corporations shall be assessed based on the
ratio of the number of employees and the floor area of the building
of the corporation within the jurisdiction of the relevant local
government, out of the total number of employees and buildings
of the corporation(the ratios of employees and floor area are added
and divided by two), and reported and paid within four months from
the last day of the business year to the tax department of the local
government where each place of business of the corporation is
located(three months for the national income tax for corporations).

12



Resident tax

Resident taxes consist of the following types: resident taxes on

individuals(individuals whose address is within the relevant local district as

of July 1 of each year) and on business owners (individuals or corporations

with a business place within the relevant local district as of July 1 every

year; a business owner with a business place with total area of more than

330m* within the local district as of July 1 every year), and resident taxes on

business owners who pay wages to employees every month.

~

Tax base
and
payment
method

Resident taxes on individuals are levied on individuals (the
head of a household as defined in the Resident Registration
Act) whose address as of July 1 every year is in the relevant
local district, as well as foreigners who are registered under
the Immigration Act and have a place of stay in Korea. A
taxpayer may pay the resident tax between August 16 and 31
in accordance with the tax payment notice issued by the local

government.

Resident tax on a business place is levied on a business owner
who had a value-added tax base of more than 48 million won
in the preceding year, a corporation with a place of business,
or a business owner with a place of business with a total area
of more than 300m*. A business owner reports and pays the
resident tax to the local government between August 1 and 31 in
the district where the business place is located.

For the resident tax paid by business owners for employees to
whom the business owner pays wages, 0.5% of the total wages
is reported and paid by the business owner to the relevant local
government every month, by the tenth day of the following
month.

13




Registration license tax

The registration license tax (registration) is tax on the act of recording on the
document of the national institution of registration the fact of establishing,
changing or extinguishing rights on real estate, vehicles, etc.

~

Tax base The registration license tax (license) refers to the tax on the act
of receiving from an administrative agency a license, permit, etc.,

prescribed in various laws.

The tax base for the registration license tax (registration) is the
reported price at the time of registering the ownership of real
estate, automobiles, etc. The tax base for the registration license
tax to establish collateral, provisional registration, etc., is the

amount of debt.

~

How to Those who wish to register real estate, vehicle, etc., shall report
report and and pay the registration license tax before registration.
pay The registration license tax (license) should be reported and paid

to the tax department of the relevant local government before a
license certificate, etc., is issued by the administrative agency.
If no effective period of license is left, or if the effective period
exceeds one year, the tax should be paid at a bank between
January 16 and 31, with the payment notice sent from the
relevant local government.

% If real estate or automobile registration or a license certificate

is issued, a payment receipt for the registration license tax
(registration) shall be submitted along with the application.
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System for remedy if a taxpayer’s
rights are infringed in the payment
of local tax

If a taxpayer’s right or interests are breached in the levy of local tax, a system
is available to promptly address the breach.

~

System O Review of legality before taxation

and A remedy is available in advance before a payment notice is sent,
procedure and the taxpayer may seek a remedy within 30 days of receiving a
types provisional notice of tax payment.

O Raising an objection
An objection should be raised to the relevant tax department, etc.,

within 90 days of receiving a notice of tax payment

O Requesting review and judgment
A request for a review is made to a high-level tax department or the
Chairman of the Board of Audit and Inspection, and a judgment is
requested from the Chairman of the Tax Tribunal.
% A review or judgment may be requested without the process of
raising an objection.

O Administrative litigation
Litigation may commence immediately within 90 days of being
informed of the result of a review or judgment after a judgment
from the Tax Tribunal or review from the Board of Audit and
Inspection has been requested.
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Useful daily information to be noted
along with local tax information

~

Registration O>» Documents necessary for registration at the time of
of ownership transfer
acquisition of

real estate B Documents to be received from the seller

® The registration certificate (that had previously existed as a

certificate of title), power of attorney (that states the person
with the obligation to register, the person with the right of
registration, the person acting on behalf of the parties, etc.)

® The seal certificate of the seller, and abstract of resident
registration(history of changes in residence should be

included)

Documents to be prepared by the purchaser

® Land register, a copy of the register of building management, :
one certified copy of resident registration, a power of ]
attorney (if a person other than the purchaser is submitting an

application)

® The certificate of the cause of registration: the contract of
sale and purchase, etc(a certificate of report or a seal of 3

approval is needed).

® One copy of the receipt of acquisition tax payment and
notice, the certificate of purchasing a national housing bond
® Two copies of the application

® Registration fee: 15,000 won for each real estate registered
(Article 5-2 of the Rules on Registration Certificate Fees etc.)

% If a contract to purchase and sell real estate was entered into
after January 1, 2006, the actual transaction price and other
information shall be reported to the relevant gu office within 60
days of the contract date via the Internet or by visiting the gu
office.
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\

Registration A person who wishes to register a new car shall apply to register
of a new car the car as a new vehicle. If a person who manufactures and
assembles or imports a car sells a vehicle, such a person may
register the new car on behalf of the purchaser.
% On November 1, 2010, a new system was implemented
whereby a person may register anywhere in the country
regardless of the jurisdiction of registration.

If a car is registered, a vehicle registration certificate is issued
that states the registration number, vehicle identification number,
number of the car, the main location of use, the car owner, the
period of regular inspection, information on collateral established

on the vehicle, etc.

O> Registration procedure
@ Registration documents filed = @ Review of registration
documents =» @ Registration number issued =» @ A registration
certificate and license plate with securing bolts are issued =»

@ The license plate is affixed to the vehicle using the bolts

O>» Documents to be submitted when a new car is registered

® An application to register a new car (a tax stamp)

® A certificate of car production (a new car, a tax stamp),
proof of car import (an import car)

® A document that proves the main location of vehicle use
(corporation)

® A tax invoice

® A temporary permit for vehicle operation (a temporary permit to
operate a vehicle for 10 days is issued for a new car registration)

® Two temporary license plates

@ Liability insurance premium payment receipt

® Notice of automobile acquisition tax paid

® Certificate of purchase of urban railway bond

® License plate fee payment receipt

® |f a person other than the car owner is submitting the
application, the identification card of such person, one copy of

the corporate seal certificate, and one copy of power of attorney

17
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Registration
of car
ownership
transfer or
cancellation

v

A person who is transferring the ownership of a registered
vehicle should register such transfer. If a person who registered
his business of brokering the purchase and sale of used cars
mediated a car sale or a car sale and purchase, such person may
register the ownership transfer immediately on behalf of the

purchaser.

O> An automobile tax should be reported and paid when car

ownership is transferred or canceled.

When the transfer or cancellation of car ownership is registered,
the person transferring or cancelling ownership may report
and pay the automobile tax for the relevant period before the

registration date of ownership transfer.

O> Documents to be submitted to register a car whose

ownership was transferred.

® An application to register transfer of ownership (resident
registration card and seal of the applicant)

e Certificate of transfer of ownership (affixed seal certificate),
seal certificate of the person transferring ownership (for
sale and purchase of a vehicle)

® Vehicle registration certificate

e Certificate of liability insurance (the person to whom
ownership is transferred)

® The acquisition tax payment receipt and the urban railway :
bond purchase certificate

® Two license plates and bolts to affix the plates to the

vehicle (for a vehicle registered in another city or do; the :

same does not apply to a national number)

Period of registering transfer of ownership

® Sale and purchase: Within 15 days of purchase

e Gift: Within 20 days of receipt of the vehicle :

® Bequest: Within six months from the date the bequest
commences

® Transfer of ownership for other reasons: Within 15 days

from when the cause for ownership transfer occurs

18
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O» Documents to be submitted to cancel car registration

® Application to cancel car registration

o Certificate of taking over a disused vehicle (the certificate
of car registration and the original copy of car registration
should be submitted to the depository of disused
vehicles), certificate of vehicle deposit

® Certificate of car registration

® License plate(a license plate does not have to be
submitted if a car is disused or the license plate was
destroyed due to a natural disaster, etc.)

® Proof of occurrence of an accident(natural disaster, traffic
accident, fire, etc.), proof of car theft report.

® Export permit or a contract.

19
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