
Registering for Korean VAT

VAT recovery

While VAT is by far the most widely used, is not the only consumption tax levied in South Korea. 

That’s because a small number of big-ticket items - including motor vehicles, real estate and heavy equipment - are subject to 
acquisition tax at a rate of 4.6%. 

In addition, South Korean tax authorities impose excise duties on alcohol and tobacco.

A tax professional’s essential guide to calculating, 
reporting and paying VAT in South Korea

South Korea VAT

Introducing VAT in South Korea...

What VAT rates apply?

November 2022

South Korea has established itself as one of the world’s busiest and 
most powerful trading hubs.

Now home to the world’s tenth-largest economy, as well as numerous 
global businesses including Samsung, Hyundai and LG, the country is 
a common partner for European, North American and other Asian 
companies. 

As such, it’s critical that you have South Korea’s many VAT rates, rules 
and regulations covered before you commence operations in the 
country. 

And if you’re already trading in South Korea but suffering from 
inefficiencies, errors or unreliability in your VAT determination, 
calculation and reporting, there are ways to transform your tax 
processes by investing in automation.

While South Korea may boast just two VAT rates - standard and zero - 
it is worth noting that many business activities are covered by the zero 
rate. These include the export of goods, the supply of services outside 

South Korea, the supply of certain goods and services and numerous 
other items.
 
As such, accurate determination is crucial in ensuring your business 
does not pay VAT on transactions where it is zero rated. 

There is also a plethora of other regulations that must be adhere to, 
including those relating to invoicing, deductions and recovery. 

At Innovate, we have a fully automated solution for VAT in South 
Korea that can be integrated within Oracle ERP for instant accuracy 
and compliance. We also offer a range of bespoke services for 
automating Korean VAT in SAP, Workday and all other major ERPs. 

If your organisation is struggling to get to grips with VAT in South 
Korea, we’d love to hear from you with an outline of the challenges 
you’re facing and the help you require. 

We’ve already supported multiple clients when it comes to automating 
VAT in the country and can do the same for you. 

There are a number of scenarios in which input VAT cannot be 
reclaimed by businesses in South Korea. 

These include: 

VAT associated with purchases related to VAT-
exempt goods or services.

Input VAT associated with entertainment.

Input VAT related to purchase or lease of non-
business vehicles.

Input VAT associated with acquisition of land.

Deductions

VAT was introduced in South Korea in 1977, allowing the country’s 
government to consolidate eight previous indirect taxes into one 
simpler levy.

It is applied at a standard rate of 10% on the supply of goods and 
services across the nation, with the exception of those that are 
zero-rated or exempt.

Every business that supplies goods or services (even those that 
are not for profit) to South Korean organisations or consumers 
must register for VAT in the country. 

What’s more, companies registering for South Korean VAT must 
have a physical place of business within the nation to ensure their 
submission is approved. 

One exception to this rule is digital service providers - such as 

application developers - which do not necessarily require a base 
in South Korea in order to sell to consumers there. However, 
these companies must register for VAT and pay the tax on all 
sales made to final consumers in the country. 

While you may require a physical address in South Korea, you 
won’t need a local tax representative to handle your tax affairs. 

Indeed, thanks to the South Korean tax portal being available 
online, it is possible to manage your accounts from afar. 

There are many more rules and regulations - covering everything 
from invoicing to VAT returns and deductions - to adhere to.

We’ll do our best to explain them all in an open and honest way in 
this guide. 

Agricultural goods FisheriesFinancial services

Where goods are delivered within 
South Korea

If a foreign trader imports, installs or 
assembles goods in South Korea

Where goods are exported from 
South Korea

When services are provided and the 
place of supply is South Korea

In any other circumstances in which 
sales are made

Input VAT associated with expenditures made 
out of business purpose.

If a foreign company is not making taxable supplies in Korea, 
but is incurring Korean VAT on local goods or services, 
then the VAT may, in certain circumstances, by recovered 
through a VAT reclaim. 

However, this regulation applies only where the tax 
refundable exceeds KRW 300,000 (approx. €200,000) and 
where a similar taxation system like VAT does not exist in 
the foreigner’s nation, or a reciprocity agreement is in place 
with the foreign taxpayer’s country of residence.

In instances where tax credits are due, 
companies will be paid within 30 days of 

the VAT return deadline. 

Foreign businesses have 
25 days to file and pay VAT 

returns after the end of each 
quarter. 

Exemptions
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Compliance
To ensure businesses comply with South Korean VAT regulations, there are detailed rules surrounding the recording and 

processing of all transactions. As a priority, companies must meet guidelines in four key areas: 

Invoice requirements Foreign currency reporting 
and translation

Maintaining critical 
accounting records Credit notes and corrections

Invoicing 
regulations
Electronic VAT invoicing is a compulsory requirement. If a taxpayer 
fails to issue the electronic VAT invoice or report electronically to tax 
authorities, the relevant penalties shall be imposed.

Businesses must ensure the following information is included in every 
invoice issued to a customer in South Korea: 

Your business name and address

Your business VAT number

VAT rate applied to each item

Description of the goods/services

Invoice sequencing number

Overseas businesses making taxable supplies in South Korea will be required to register for VAT. Among the 
most common scenarios that obligate companies to register for VAT include: 

Zero (Exempt)
e.g. exports and other exemptions 0%


