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01
Tax News 

 

 
National Tax Service Announces Key Initiatives for Tax 
Administration Plan 

 
At the nationwide meeting of tax office heads held on November 3, the National Tax Service (NTS) unveiled 

the “National Tax Administration Plan”, which outlines a major shift in tax administration, including an 

Artificial Intelligence (AI)-driven transformation of tax administration, innovative measures for delinquency 

management, and measures to minimize on-site audits. The key highlights are as follows: 

 

1. AI-driven Transformation of Tax Administration 

 

Significant investment and reform will be made to integrate AI into tax administration, including tax audits, 

delinquency management, and compliance processes.  Key AI Initiatives include:  

 

Key initiatives In detail 

AI-Enabled Tax 

Consultant 

A generative AI tool, equipped with data processing capabilities across extensive 

tax laws, rulings, and precedents, will be used to provide taxpayers with 

personalized services by analyzing individual taxpayer data. This innovation will 

be especially valuable for taxpayers who may not have access to professional 

tax agents by offering their services free of charge. 

AI-Powered Tax 

Fraud Detection 

AI-powered tools will be introduced to leverage data from past investigation 

cases and expert intelligence. It will be designed to detect emerging patterns of 

tax evasion and assist in selecting targets more effectively, thereby improving 

transparency and enforcement capabilities. 

AI-Driven Data 

Processing Assistant 

AI agents will be deployed to analyze large volumes of tax-related data including 

invoices, credit card transactions, and cash receipts. These agents will assess 

tax implications and automatically generate reports, significantly reducing manual 

work and allowing tax officials to focus on core tasks. 

 

Implementation timeline.  The initiative will begin with securing budget resources dedicated to 

infrastructure development. Project development is scheduled to take place during 2026 and 2027, laying 

the groundwork for full-scale deployment. By 2028, AI-powered services will be officially launched, marking 

the completion of the implementation cycle.  In the event the project is exempt from the preliminary 

feasibility study required for tax expenditure initiatives, the accelerated timeline will apply: initiation of the 

Information Strategy Planning (ISP) phase in 2025; development of the Information Service Master Plan 

(ISMP) in 2026; and full-scale implementation beginning in 2027. 

 

Infrastructure & Development 

The initiative focuses on building an NTS AI infrastructure equipped with advanced GPUs to address data 

protection and AI models specialized in national tax administration. To ensure optimal performance and 

alignment with global standards, the project will benchmark leading AI foundation models and conduct 
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thorough technical validations to identify and adopt the most suitable model. 

 

10 key AI projects 

To drive this transformation, an AI Transformation Task Force will be established. This task force will 

oversee the development and execution of 10 key AI projects across three domains.  

 

Innovation in Compliance 
Services  

Fair Taxation  Operational Efficiency  

1) AI-powered e-filing  

2) AI-enabled tax consulting  

3) AI application in 
preliminary disclosure of 
tax assessment data 

 

4) AI-enabled verification 
of filings  

5) AI-applied detection 
of tax evasion  

6) AI-enabled delinquency 
management 

7) AI-enabled management of 
tax compliance 

8) AI-powered data processing 

9) AI integration to streamline 
operational processes  

10) AI chatbot for improved 
taxpayer services 

 

Foundation for AI-Powered Transformation 

To enable a successful AI-driven transformation, the organization will establish a strong foundation built on 

the following critical aspects.  

 A recruitment initiative will bring in AI professionals, including PhD-level researchers, and 300 AI 

specialists to lead the development of use cases and change management.  

 Cybersecurity will be reinforced through the engagement of white-hat hackers and the deployment of 

real-time data protection systems, safeguarding sensitive information against evolving threats of 

internal data leakage. 

 The reliability of data used for AI learning will be guaranteed by standardizing and verifying all data 

used for AI training. 

 

2. Rational Approach to Tax Administration 

 

Focused Tax Support for Economic Recovery 

 To provide liquidity to small business owners affected by economic downturns or disasters, the NTS will 

implement relief measures for small businesses, such as early tax refunds, extended payment deadlines, 

and exemptions from the obligation to provide security for tax payments.  The exemption threshold for 

providing security will be raised from KRW70 million to KRW100 million for applications filed from 

July 2025 onward.  

 In addition, micro and small businesses with annual revenue of less than KRW 1 billion will benefit 

from a reduced tax audit burden, including exclusion from selection for verification of value-added tax 

and income tax returns and deferrals of regular tax audits until the first half of 2026. 

 

Tailored Support for a Business-Friendly Tax Administration Environment  

 Dedicated consultation desks will be established to guide small and midsize enterprises in the AI 

technology sector (‘AI tech SMEs’) on tax incentives such as R&D tax credits and to reduce the burden 

of tax audits.  Startups within five years from establishment will be excluded from selection for regular 

tax audits, and other AI tech SMEs will have regular tax audits deferred for up to two years. 

 Export-oriented SMEs will receive liquidity support and be exempt from tax audits if they face 

difficulties due to sudden tariff increases or related issues.  In addition, the corporate income tax return 

filing deadline will be extended by three months (with a two-month extension for interim filings), and 

the tax refund process will be expedited, reducing the processing time from 30 days to five days. 
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 For companies expanding globally, strategic measures, including advance pricing agreements (APAs) 

and active bilateral and multilateral tax arrangements, will be implemented to mitigate challenges such 

as the risk of double taxation.  

 Taxpayer-Friendly Reforms:  

− The NTS is committed to enhancing taxpayer convenience by reducing on-site audit durations and 

refining audit procedures from the taxpayer’s perspective.  

− Additionally, the role of taxpayers’ advocates in tax audits will be expanded to promptly address 

grievances, ensuring fairness and transparency throughout the audit process. Currently, this 

support is available for companies with annual revenues of KRW 600 million or less in the 

wholesale sector and KRW 300 million or less in the manufacturing sector, but the scope will be 

broadened to include more taxpayers. 

 

3. Ensuring Fair Taxation 

 

Overhaul of Tax Delinquency Management 

 A comprehensive review will be conducted on 1.33 million delinquent taxpayers, representing KRW 110 

trillion in arrears, followed by tailored collection strategies. 

 Special task forces consisting of 56 investigators with the NTS regional offices will be launched to target 

high-value delinquents, enabling real-time investigations and collections.  

 To strengthen enforcement, the administration will expand access to financial data, increase staffing for 

delinquency investigations, and establish new MOUs with foreign tax authorities to recover hidden 

overseas assets.  Korea signed a memorandum of understanding (MOU) with Australia for cooperation 

in tax collection in September 2025, while it is seeking such MOUs with other Asian countries.  

 

Balanced Audit Operations 

 The number of NTS audits will be maintained at approximately 14,000 cases in 2025, similar to 13,980 

cases in 2024, with flexibility to adjust based on economic conditions and resource availability.  

 To support for compliant filings, the NTS will provide pre-filing guidance on the Hometax website, 

based on past tax audit findings, to help taxpayers avoid repeated filing errors and improve compliance. 

 

Crackdown on Tax Evasion 

 The NTS will intensify efforts to combat unfair practices, including corporate tax evasion, stock market 

manipulation, and abuse of management control.   

 Special attention will be given to illicit financial activities targeting people with vulnerable livelihoods, 

such as illegal high-interest lending.  

 Emerging risks like offshore tax evasion, income concealment via virtual assets, and disguised overseas 

transactions will be addressed through advanced monitoring.   

 Additionally, the tax authorities will significantly intensify their scrutiny of real estate-related tax 

evasion, with a particular focus on transactions involving ultra-luxury residences, the funding sources 

for property acquisitions by foreigners and minors, and the circumvention of gift tax through the 

transfer of high-end apartments. 

 

4. Securing Stable Tax Revenue Sources 

 

Reinforced Assistance for Voluntary Compliance 

 The NTS will strengthen services for voluntary compliance by expanding personalized filing assistance 

to help taxpayers avoid underreporting caused by errors in deductions or tax credit limits.  

 Additionally, electronic filing systems will be improved to make it easier for taxpayers to file and pay 
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capital gains tax and inheritance tax, which are complex under current tax laws. 

Minimizing Fiscal Leakage 

 To prevent misuse of tax benefits, the NTS will enhance post-filing verification and develop new 

verification targets to address potential abuse of deductions and credits.  

 Furthermore, a comprehensive review of ongoing tax expenditure programs will be conducted, with 

proposals for reform of outdated or ineffective expenditures to ensure fiscal efficiency and fairness. 

 

 

NTS Support for SMEs Expanding Investment and Creating Jobs 
 

The NTS plans to provide tax support by excluding certain small and midsize enterprises(‘SMEs’) from 

selection for regular tax audits on corporate income tax and individual income tax for the tax year ending 

between January 1, 2024 and December 31, 2024 (FY2024), provided the SMEs meet specific criteria in 

investment expansion or job creation as follows.  

 

Investment Expansion 

An SME under the Special Tax Treatment Control Law (excluding those under the SME-status grace period) 

with revenue of KRW 150 billion or less* for FY2024 may qualify for this exclusion from selection if the SME 

plans to increase investment in FY2026 by at least 5–20% compared to FY2025, submits an investment 

expansion plan to the NTS between November 3 and December 1, 2025, and implements the plan.   

 

* In the case of corporations with total assets of KRW 200 billion or more and corporations providing professional services, or 

individual professional service providers, revenue for FY2024 should be less than KRW 50 million.  

 

Investment Increase Ratio Thresholds by Revenue Size (for FY2026 compared to FY2025) 

Revenue for FY2024 Less than KRW50 billion From KRW50 billion up to 
KRW150 billion 

SMEs investing in regional 
areas, other than designated 
metropolitan areas* 

 
5% or more  

 
15% or more 

SMEs investing in other areas 10% or more 20% or more 

＊ To incentivize investment in regional areas, the applicable investment increase ratios (for FY2026 compared to 
FY2025) are reduced by 5% from 10% to 5% and from 20% to 15%, respectively, for investments outside designated 
metropolitan areas including Seoul, Incheon and Kyunggi province. 

＊ Delinquent taxpayers, tax offenders, entities with accounting fraud, and non-compliant taxpayers will be ineligible for 
this tax support. 

 

Job Creation  

An SME under the Special Tax Treatment Control Law (excluding those subject to the SME-status grace 

period) with revenue of KRW 150 billion or less* for FY2024 may qualify for this exclusion from selection if 

the SME plans to increase full-time employees in FY2026 by at least 2–3% (at least one employee) compared 

to FY2025, submits a job creation plan during the same application period, and implements the plan. 

 

*In the case of corporations with total assets of KRW 200 billion or more and corporations providing professional services, or 

individual professional service providers, revenue for FY2024 should be less than KRW 50 million.  

 

Job Creation Ratio Thresholds by Revenue Size (for FY2026 compared to FY2025) 
Revenue for FY2024 Less than KRW50 billion From KRW50 billion up to 

KRW150 billion 

Job creation ratio 2% or more 3% or more 

＊ Employers publicly disclosed for wage arrears under Article 43-2 of the Labor Standard Act, delinquent taxpayers, 
tax offenders, and those with non-compliant filings shall not qualify for this tax support.  -

   



Korean Tax Update Samil Commentary | 02 Changes in Tax Laws  PwC Korea 7 
 

Proposed Amendments to the Local Tax Law: Corporate Local 

Income Tax Rate Increases and Other Key Changes   
 

The Ministry of the Interior and Safety submitted a bill to partially amend the Local Tax Law (LTL) to the 

National Assembly on September 16, 2025. The bill proposes, among other measures, increases in the 

corporate local income tax rates and deemed-gift rules for below-market real estate transfers between 

spouses and lineal relatives. Key proposed amendments are summarized below. 

 

Deemed Gift Rules for Below‑Market Intra‑Family Real Estate Transfers 

Under the proposal, where real estate is acquired from a spouse or a lineal ascendant or descendant, the 

acquisition may be deemed a gift even if consideration is paid. If the difference between the consideration 

and the fair market value exceeds a threshold to be set by Presidential Decree of the LTL, the acquisition 

would be treated as a gift for local tax purposes. 

 

Higher Acquisition Tax Rates on the Acquisition of Membership Golf Courses 

Currently, higher acquisition tax rates apply when a membership golf course business is registered or a 

course is actually operated as a membership course.  Under the proposal, higher acquisition tax rates would 

also apply when the business or the course is acquired through succession.  

 

Corporate House Acquisitions Becoming Subject to Higher Acquisition Tax Rates 

Under current tax law, additional tax and penalties should be assessed when a house acquired by a 

corporation later becomes subject to a higher acquisition tax rate. The proposed amendment would allow 

penalty relief if the corporation files an amended return and pays the tax recalculated at the higher rate 

within 60 days from the date on which the higher-rate condition arises. In such cases, no penalty would be 

imposed. 

 

Corporate Local Income Tax Rate Adjustments 

 For general domestic corporations (other than SMEs and middle-scale companies), corporate local 

income tax rates would increase by 0.1% point, resulting in the following schedule: 1.0% on the tax base 

up to KRW 200 million; 2.0% on the base over KRW 200 million up to KRW 20 billion; 2.2% on the 

base over KRW 20 billion up to KRW 300 billion; and 2.5% on the base over KRW 300 billion. 

 For domestic corporations primarily engaged in real estate leasing business, a 0.1% point increase is 

also proposed, leading to: 2.0% on the tax base up to KRW 20 billion; 2.2% on the base over KRW 20 

billion up to KRW 300 billion; and 2.5% on the base over KRW 300 billion. 

 

Expansion of Trustee Property Tax Liability Where the Trustor Defaults 

To secure tax claims on trust property, current law permits collection from the trustee using trust property 

where a trustor of trust property fails to pay property taxes including additional charges, or expenses for 

disposition on delinquency.  The proposed amendment would expand the trustee’s collection exposure to 

include property obtained by the trustee through the management, disposal, operation, or development of 

the relevant trust property. Such property would be included in the trustee’s assets subject to collection for 

the trustor’s property tax liabilities. 

 

＊ Please note the proposed amendment to the Local Tax Law is premised on the approval of the amendments 

to the Corporate Income Tax Law, the Individual Income Tax Law and the Comprehensive Real Estate 

Holding Tax Law, which were submitted to the National Assembly on September 3.  Therefore, if those bills 

are not approved or are approved with modifications, this proposed amendment to the Local Tax Law would 

need to be adjusted accordingly. 
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Tax Support Measures for AI Tech SMEs: Exemptions from or 

deferral of NTS Audits   
 

To accelerate the AI-driven economic growth and Korea’s ambition to become a global AI powerhouse, the 

NTS has selected approximately 4,800 AI tech SMEs for targeted tax support measures which have been in 

place from October 27, 2025. 

 

Types of 
support 

In detail 

Minimized 

Tax Audits: 

 

 Startups in the AI technology sector that qualify as SMEs and are within five years of 

incorporation are excluded from selection for regular tax audits.  However, if there is 

a suspicion of inaccurate corporate income tax filings, these entities may be subject to 

a desk audit to assess the validity of their filing information. 

 Other AI tech SMEs, other than startups, may apply for a deferral of regular tax 

audits for up to two years. This deferral does not apply to companies subject to the 

mandatory periodic tax audit cycle. 

R&D 

Support 

 Priority will be given to processing applications for preliminary examination of the 

eligibility for R&D tax credits or corporate tax exemptions or reductions. 

Liquidity 

Support 

 Eligible taxpayers will be granted extensions on tax filing and payment deadlines, along 

with an exemption from the requirement to provide security for tax payments. Seizures and 

asset disposals will be suspended, and amended returns will be processed on an expedited 

basis. Furthermore, early tax refunds will be made available to support liquidity needs. 

Tax 

Consultation 

Services 

 Dedicated consultation desks for AI tech SMEs will be in place at nationwide district tax 

offices to provide guidance on tax benefits related to investment and job creation, and to 

gather feedback for policy improvements. 
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02
Rulings Update 
 

Whether Assessment of Tax Without Issuing a Pre-Assessment 

Notice to a Secondary Taxpayer Would Be Unlawful  
 

Under Article 81-15(1)(3) of the Basic National Tax Law (BNTL), where the amount of tax to be assessed and 

notified is at least KRW 1 million, the Korean tax authorities should issue a pre-assessment notice to the 

taxpayer unless any of the exceptional circumstances prescribed applies, such as an assessment made 

pursuant to a corrective demand under the Board of Audit and Inspection Act. In this case, the tax 

authorities issued a tax payment notice to the plaintiff, who, as the controlling shareholder of the primary 

taxpayer company, is a secondary taxpayer liable for the primary taxpayer’s national tax arrears under 

Article 39 of the BNTL. The central question was whether it is unlawful to issue a tax payment notice to the 

secondary taxpayer without first issuing a pre-assessment notice to that secondary taxpayer. 

 

The appellate court held that, although the BNTL does not list payment notices to secondary taxpayers as an 

exception to the pre-assessment notice requirement, treating secondary taxpayers as outside the scope of 

that requirement based on the accessory and subsidiary nature of secondary liability would be an expansive 

interpretation unfavorable to the taxpayer; thus, the tax payment notice issued without a pre-assessment 

notice to the secondary taxpayer was unlawful (Daejeon High Court 2023Nu12437, 2024.5.30).  However, the 

Supreme Court held that the secondary tax liability regime is designed to secure collection of taxes by 

imposing, on a supplementary basis, liability on a third party in a special relationship with the primary 

taxpayer, and only up to the amount uncollectible from the primary taxpayer.  Although a payment notice 

issued to a secondary taxpayer is, in form, an independent tax assessment, in substance it constitutes a step 

within the collection procedures for a primary tax liability that has already been fixed and confirmed by 

assessment, etc. Given that substantive nature, a separate pre-assessment notice to the secondary taxpayer 

cannot be deemed required. On that basis, the Supreme Court reversed and remanded the appellate 

judgement, concluding that the tax payment notice issued without a pre-assessment notice to the secondary 

taxpayer was not unlawful (Daebeop2024du47074, 2025. 9. 4). 

 

Observation: This Supreme Court decision is the first to expressly hold that a pre-assessment notice is not 

required to issue a tax payment notice to a secondary taxpayer (as opposed to a primary taxpayer). 

Accordingly, under this court ruling, while a primary taxpayer may contest the procedural illegality of a tax 

assessment made without a pre-assessment notice, a secondary taxpayer cannot challenge the procedural 

illegality of a tax payment notice issued without a pre-assessment notice.  

 

 

 

 

 

 

 



Korean Tax Update Samil Commentary | 03 Rulings Update PwC Korea 10 
 

How to Calculate the Deduction Limit for a Tax Credit 

Carryforward Transferred in a Tax-Qualified Merger 

 

Under the Corporate Income Tax Law (CITL), where a tax credit carryforward is transferred from a 

dissolving company to a surviving company through a tax-qualified merger, the carryforward may be 

deducted from the surviving company’s corporate income tax liability over the applicable carryforward 

period, up to the alternative minimum tax limit for the “corporate income tax attributable to the transferred 

business division,” in its annual corporate income tax return under Article 81(3)(2) of the Presidential 

Decree of the CITL.  However, neither the CITL nor its Presidential Decree specifies how to compute the 

“corporate income tax attributable to the transferred business division” for the purpose of calculating the 

deduction limit.  This creates interpretive uncertainty as to whether the corporate income tax attributable to 

the transferred business division should be calculated based on separate accounting for the transferred 

business division, or by apportioning the surviving company’s total corporate income tax using the ratio of 

income attributable to the transferred business division to the surviving company’s total income from both 

the transferred and existing businesses for the relevant fiscal year. 

 

A recent authoritative ruling issued by the NTS addresses this uncertainty by stating that, in calculating the 

deduction limit for a tax credit carryforward transferred via a tax-qualified merger, the corporate income tax 

attributable to the transferred business division should be determined by apportioning the surviving 

company’s total corporate income tax in proportion to the income from the transferred business associated 

with the tax credit carryforward (Seomyeon-2024-Beobgyubeobin-0347, 2025.8.19).  This interpretation is 

grounded in the following reasoning: under Article 45(2) of the CITL, a tax loss carryover of the dissolving 

company may be deducted by the surviving company only to the extent of the income arising from the 

transferred business of the dissolving company.  Similarly, it is reasonable to limit the deduction of a tax 

credit carryforward based on the portion of the surviving company’s corporate income tax that corresponds 

to the income attributable to the transferred business of the dissolving company.  This approach ensures 

consistency, as it calculates the deduction limits for both tax losses carryforwards and tax credit 

carryforwards by reference to taxable income.  Furthermore, requiring a separate computation of corporate 

income tax for the transferred business division would necessitate recalculating not only taxable income but 

also tax loss carryforwards, income deductions, minimum tax, and other computational elements, which 

would be impractical and burdensome. The income-ratio apportionment method articulated in this ruling 

appears intended to avoid these complexities in a reasonable manner. 

 

Observation.  This ruling suggests that, in a tax-qualified merger, the surviving company may claim tax 

credit carryforwards transferred from the dissolving company - credits that were not utilized by the 

dissolving company in prior fiscal years due to the alternative minimum tax limit (Article 81(2)(2) of the 

Presidential Decree) or due to the absence of tax payable resulting from losses or other factors (Article 

81(2)(3)) - by apportioning the surviving company’s total income tax based on the income ratio of the 

transferred business division from the dissolving company.  It is also worth noting the potential effect of the 

current four-bracket progressive corporate income tax rate structure.  Assuming both the surviving 

company’s pre-merger existing business division and the transferred business division generate taxable 

income for a fiscal year post-merger, the deduction limit derived from apportioning the combined corporate 

income tax for both divisions to the transferred business may be greater than the limit that would result 

from separately computing tax for the transferred business alone, given the progressive tax rate structure 

under which higher income is subject to higher tax rates.  
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The content is for general information 

intended to facilitate understanding of 

recent court cases and authoritative 

interpretations. It cannot be used as a 

substitute for specific advice and you 

should consult with a tax specialist for 

specific case. 

Whether Discounts on Goods or Services Provided to Employees’ 

Families Would Be Treated as Non-Taxable Employment Income 
 

Under Article 20(1)(6) of the Individual Income Tax Law (IITL), discounts provided by a company to its 

executives or employees, including those of affiliated companies, for the purchase of goods or services 

produced or supplied by the company constitute taxable employment income. Article 38(3)(1) of the 

Presidential Decree of the IITL provides a limited non-taxation rule for employee discounts where goods or 

services are purchased by employees for their own personal use, subject to a resale restriction for a specified 

period. Pursuant to Article 12(3)(x) of the IITL and Article 17-5 of the Presidential Decree (“the provisions at 

issue”), the non-taxable limit is the greater of 20% of the aggregate fair market value of all goods and 

services purchased by the employee during the year or KRW 2.4 million per year.  A key interpretive issue is 

whether discounts on company products provided to employees’ family members are included in the 

employees’ employment income, and whether such discounts can qualify for non-taxable treatment within 

the employee’s non-taxable limit even though the discounted goods are used by family members.  

 

In a recent advanced tax ruling, the NTS clarified that discounts enjoyed by employees’ family members on 

purchases made below fair market value are included in the employees’ employment income.  The ruling 

further stated that where the discounted goods are used by the employees’ family members, the discounts do 

not qualify for non-taxable treatment.  This interpretation appears to rest on the following grounds: i) 

compensation closely related to labor is treated as employment income; discounts provided to family 

members are regarded as benefits arising from the employee’s labor and therefore constitute the employee’s 

employment income, as supported by Supreme Court (Daeboep2007du1941, 2007.10.25 and Section 20-38-1(2) 

of the Guidance to enforce the ITTL) and ii) the provisions at issue are conditioned on the employees’ own use 

and a resale restriction for a specified period; as these conditions are limited to the employees’ personal use, 

it is reasonable to limit non-taxable treatment to benefits provided to the employees themselves, and not to 

their family members. (Advance Ruling-2025-Beobgyusodeuk-0512, 2025. 8. 18.) 

 

Observation: This clarification is particularly noteworthy because the advanced tax ruling is the first of its 

kind since the non-taxable employee discount regime was introduced with amendments to the IITL on 

December 31, 2024, confirming that discounts provided to employees’ family members should not be treated 

as non-taxable employment income. Companies providing product or service discounts as part of employee 

welfare programs should carefully consider the withholding and year-end settlement implications. In light of 

the ruling, discounts provided to employees’ family members should be included in the employees’ taxable 

employment income. 
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