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Recently, several Korean insurance companies and Korean subsidiaries of global insurance 
groups have established an insurance product sales subsidiary. These subsidiaries provide 
insurance products and services of not only their own insurance groups but also other 
insurance groups. The trend of establishing insurance sales companies is mainly driven by the 
desire to enlarge sales channels and create management synergy. The new insurance sales 
company is expected to achieve cost savings and develop efficiency within the insurance 
group, e.g. by cross-sales between the life insurance company and the general insurance 
company in the group.

In this article, we provide a general overview of the tax considerations relevant to those global 
insurers who are interested in establishing and operating an insurance sales company (“Sales 
Co”) in Korea.

1. Tax considerations of establishment of a Sales 
Co in Korea

1.1. Registration License Tax

Upon formation of a new company, capital registration tax 
will be imposed at a rate of 0.48% of the nominal amount of 
capital under Local Tax Act (“LTA”). In case where the new 
company is headquartered in the Seoul metropolitan area, the 
rate is tripled to 1.44%.

There is nevertheless no requirement regarding the minimum 
amount of nominal capital under the Commercial Code for 
incorporation of stock company (Chusik Hoesa) and under the 
Insurance Business Act for registration of an insurance 
product sales company.

1.2. Business Registration to Tax Office

A company should register its business registration to relevant 
tax office within 20 days from the commencement date of 
business under Corporate Income Tax (“CIT”) and Value 
Added Tax Act (“VATA”).

2. General overview of Korean tax during operation

2.1. Corporate Income Tax

Under CITA, Sales Co is subject to CIT on taxable income and 
should comply with the filing requirements of interim and 
annual corporate income tax returns.
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CIT rates (including 10% local income tax) for the year after 
2013 are as follows.

Taxable income (KRW) Tax rate

Up to 200 million 11%

More than 200 million up to 20 billion 22%

More than 20 billion 24.2%

2.2 Thin Capitalization Rule

Under Korean thin-capitalization rules, financial institutions 
should maintain a 6 to 1 debt to equity ratio. If borrowings 
from the Overseas Controlling Shareholders (“OCS”) exceed 6 
times the equity investment from such OCS, the portion of 
interest paid to the OCS with respect to the borrowing in 
excess of the above thin capitalization ratio will generally be 
non-deductible for CIT purpose and will be reclassified as 
dividend. For this purpose, OCS are defined as shareholders 
(direct or indirect) who own more than 50% of the shares in 
the company or any related party having, in substance, control 
over the company. Any third-party loans guaranteed by the 
OCS will also generally be considered as debts from the OCS.  

2.3 Value Added Tax 

•	General

	 Under Article 26 (1) (11) of VATA and Article 40(1)(8) of 
Presidential Decrees of VATA, insurance product sales services 
provided by an insurance product sales service company 
registered pursuant to Insurance Law is a VAT exempt business. 
Accordingly, Sales Co would not be subject to VAT.

•	Proxy VAT

	 A domestic recipient of services from overseas vendors is 
required to collect VAT on behalf of the overseas vendors 
upon payment and remit the tax to the local tax office 
within 25 days from the end of each quarter provided the 
following conditions are met:

–– The services are rendered by a non-resident without a 
permanent establishment in Korea;

–– The services are VAT taxable; and

–– The services are used in a VAT exempt business of the 
domestic service recipient.

As Sales Co is VAT exempt, one should consider the application 
of Proxy VAT when making payments for inter-company 
charges such as management fee and/or other advisory service 
fees which are related to VAT taxable services.

2.4. Education Tax

Under Education Tax Act (“ETA”), a company engaging in 
banking or insurance business listed in the appendix of ETA is 
subject to education tax at a rate of 0.5% of its gross income.
In accordance with Article 3 of ETA, however, an insurance 
product sales company should not be subject to education tax 
because the insurance product sales service company is not 
listed in the appendix of ETA, even though it falls within the 
category of banking or insurance business.

Therefore, Sales Co should not be subject to education tax.

2.5. Withholding Tax

When Sales Co makes certain payments (i.e. salary) to its 
employees, it is required to file a withholding tax return by the 
10th day of the month following the month of payment and 
submit an annual payment record by 10th day of March of the 
following year Article 98(1) of the CITA. 

3. Other considerations

Apart from the above general tax and compliance 
considerations, global insurers who are interested in 
establishing a Sales Co in Korea should also consider issues like 
holding structure, financing arrangement, transfer pricing, etc. 
with a view to operating the Sales Co in a tax efficient manner.

For more information, please contact the following territory tax partners:

Country Partner Telephone Email address

Australia Peter Kennedy +61 2 8266 3100 peter.kennedy@au.pwc.com

China Matthew Wong +86 21 2323 3052 matthew.mf.wong@cn.pwc.com

Hong Kong Rex Ho +852 2289 3026 rex.ho@hk.pwc.com

India Nitin Karve +91 22 6689 1477 nitin.karve@in.pwc.com

Indonesia Margie Margaret +62 21 5289 0862 margie.margaret@id.pwc.com

Japan Nobuyuki Saiki +81 3 5251 2570 nobuyuki.saiki@jp.pwc.com

Korea Hoon Jung +82 2 709 3383 hoonjung@samil.com

Malaysia Phaik Hoon Lim +60 3 2173 1535 phaik.hoon.lim@my.pwc.com

New Zealand David Lamb +64 9 355 8419 david.lamb@nz.pwc.com

Phillipines Malou P. Lim +63 2 459 2016 malou.p.lim@ph.pwc.com

Singapore Yoke Har Yip +65 6236 3938 yoke.har.yip@sg.pwc.com

Taiwan Richard Watanabe +886 2 2729 6704 richard.watanabe@tw.pwc.com

Thailand Prapasiri Kositthanakorn +66 2 344 1228 prapasiri.kositthanakorn@th.pwc.com

Vietnam Dinh Thi Quynh Van +84 4 3946 2231 dinh.quynh.van@vn.pwc.com

This content is for general information purposes only, and should not be used as a substitute for consultation with professional advisors.

© 2013 PricewaterhouseCoopers Limited. All rights reserved. PwC refers to the Hong Kong member firm, and may sometimes refer to the PwC network. Each member 
firm is a separate legal entity. HK-20131017-4


