
Executive summary
Korea’s National Tax Service (the NTS) issued a tax ruling (the Ruling)1 
clarifying the conditions under which interest on foreign currency denominated 
bonds (FX bonds) can be exempt from withholding tax, if the FX bonds meet the 
overseas issuance criteria. The NTS ruled that the term “overseas issuance” 
would mean a series of actions related to FX bonds issuance that occurred 
overseas. 

Detailed discussion
Under the Korean tax law, interest on FX bonds is exempt from Korean 
withholding tax if issued by the Korean Government, local government or 
domestic corporations and the FX bonds are issued overseas.

The taxpayer, a Korean corporation, was contemplating the raising of operating 
funds through the issuance of FX bonds. The taxpayer requested a tax ruling 
from the NTS to determine whether the FX bonds would be viewed as issued 
overseas if major activities including subscription for the issuance of the FX 
bonds and underwriting of the FX bonds were undertaken overseas.
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Endnotes
1.	 The ruling was issued on 11 March 2019.

a foreign corporation having a permanent establishment 
in Korea) and the series of activities associated with 
the issuance of the FX bonds, such as registration and 
approval of investment, payment process, investment 
offering, investor attraction, private placement, transfer, 
underwriting, subscription offering, contract conclusion, 
among others, take place overseas.

The NTS ruled that interest on the taxpayer’s FX bonds would 
be exempt from Korean withholding tax when received by 
the foreign bond holders, since the bond issuance activities 
to be undertaken by the taxpayer would meet the overseas 
issuance criteria. Under the Ruling, the term “overseas 
issuance” would apply to FX bonds when the investor of the 
FX bonds is a nonresident or foreign corporation (excluding 



Global Tax Alert 3

For additional information with respect to this Alert, please contact the following:

Ernst & Young Han Young, Seoul
•	 Kyung Tae Ko	 kyung-tae.ko@kr.ey.com
•	 Jeong Hun You	 jeong-hun.you@kr.ey.com

Ernst & Young LLP (United States), Korean Tax Desk, New York
•	 Shuck Il Cho	 shuckil.cho@ey.com

Ernst & Young LLP (United States), Asia Pacific Business Group, New York
•	 Chris Finnerty	 chris.finnerty1@ey.com
•	 Kaz Parsch	 kazuyo.parsch@ey.com
•	 Bee-Khun Yap	 bee-khun.yap@ey.com

Ernst & Young LLP (United States), International Tax Services, New York
•	 Paul Kim	 paul.kim1@ey.com



EY | Assurance | Tax | Transactions | Advisory

About EY
EY is a global leader in assurance, tax, transaction 
and advisory services. The insights and quality 
services we deliver help build trust and confidence 
in the capital markets and in economies the world 
over. We develop outstanding leaders who team to 
deliver on our promises to all of our stakeholders. 
In so doing, we play a critical role in building a better 
working world for our people, for our clients and for 
our communities.

EY refers to the global organization, and may refer to 
one or more, of the member firms of Ernst & Young 
Global Limited, each of which is a separate legal entity. 
Ernst & Young Global Limited, a UK company limited 
by guarantee, does not provide services to clients. 
For more information about our organization, please 
visit ey.com. 

© 2019 EYGM Limited. 
All Rights Reserved.

EYG no. 002537-19Gbl

1508-1600216 NY 
ED None

This material has been prepared for general informational 
purposes only and is not intended to be relied upon as 
accounting, tax, or other professional advice. Please refer 
to your advisors for specific advice.

ey.com


	_GoBack

