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Abstract There has been some controversy about imposing income tax on the compensation for university employees'
inventions. In this research, various issues of taxation related to such compensation are examined, with Supreme Court
Judgement 2014Dul5559 as a means of understanding the confusion associated with this taxation. An amendment of
the Income Tax Law is proposed based on the examination results, in order to promote research in the university
field, which is able to make various types of compensation for employee inventions fall into the category of tax
exemptions. It is concluded that if the Income Tax Law is amended to refer to the definition of technology in the
Technology Transfer and Commercialization Promotion Act, instead of that of the Invention Promotion Act, the
compensation resulting from newly emerging IPRs and technical know-how, which are currently taxed, can become
tax exempt.
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Table 1. Revision History of the Income Tax Law

Non-Taxation Rules on the Compensation
for Employee Invention

Atrticle 5 (Non-Taxable Income) No income tax shall
be levied on the following income
5. Other income
(fThe compensation received from his/her employer
for an superior invention, invented related to the
duties and prescribed in the Enforcement Decree
Atticle 12 (Non-Taxable Income) No income tax shall
be levied on the following income
5. Other income falling under any of the following:
(d) The compensation received from his/her employer
for an superior invention, related to the duties and
prescribed in the Enforcement Decree

Revised

1980.1.1.
(Law
No.3175)

1996.1.1.
(Law
No.4803)

Atticle 12 (Non-Taxable Income) No income tax shall
be levied on the following income

5. Other income falling under any of the following:
(d) The following compensation given to an superior
invention, related to the duties and prescribed in the
Enforcement Decree:

(i )Compensation received by an employee from
his’/her employer, pursuant to Article 15 of the
Invention Promotion Act;

(1 1)Compensation received by a faculty member of a
university from its industry-academic cooperation foundation,
established under the Industrial Education and
Industry-Academia-Research ~ Cooperation ~ Promotion
Act, pursuant to Article 32 of the same Act;

2008.1.1.
(Law
No.8825)

Article 12 (Non-Taxable Income) No income tax shall
be levied on the following income

5. Other income falling under any of the following:
(d) The following compensation received for an
employee invention pursuant to subparagraph 2 of
Article 2 of the Invention Promotion Act:

(i )Compensation received by an employee from
his/her employer, pursuant to Article 15 of the
Invention Promotion Act;

(1 1)Compensation received by a faculty member of a
university from its industry-academic cooperation foundation,
established under the Industrial Education and
Industry-Academia-Research ~ Cooperation ~ Promotion
Act, pursuant to Article 32 of the same Act;

2010.2.1.
(Law
No.9785)
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Table 3. Amendment of the Income Tax Law

Present Income Tax Law
Atrticle 12 (Non-Taxable
Income) No income tax shall be
levied on the following income
5. Other income falling under
any of the following:

(d) The following compensation

Income Tax Law Suggested
Article 12 (Non-Taxable
Income) (the Same)

5. (the Same)

received for an  employee|(d) The following compensation
invention pursuant tojreceived for a  technology,
subparagraph 2 of Article 2 of|developed by an employee

the Invention Promotion Act: related to the duties, pursuant
to subparagraph 1 of Article 2

of the Technology Transfer and

(i )Compensation received by|Commercialization Promotion
an employee from  his/her|Act:

employer, pursuant to Article 15|( i) (the Same)
of the Invention Promotion Act;

(i i)Compensation received by a

faculty member of a university

from its  industry-academic

cooperation foundation, |( i 1) (the Same)
established under the Industrial

Education and
Industry-Academia-Research

Cooperation ~ Promotion  Act,

pursuant to Article 32 of the

same Act;
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