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30) ¥ tha Ak
In respect of the supply of goods or services, other than as referred to in Articles 74
to 77, the taxable amount shall include everything which constitutes consideration
obtained or to be obtained by the supplier, in return for the supply, from the customer
or a third party, including subsidies directly linked to the price of the supply.

31) Robert F. van Brederode and Simon B. Thang, Subsidies and Value-Added Tax : A
Comparative Study of Law and Practice in Canada and the European Union,
Canadian Tax Journal/Revue Fiscale Canadienne 67 : 3, 2019, p.564.

32) HMRC internal manual VATSC 06315.

33) Robert F. van Brederode and Simon B. Thang, Ibid., pp.562~564.
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34) CIEU, 13 June 2002, Case C-353/00, Keeping Newcastle Warm Limited v.

Commissioners of Customs and Excise.

35) CIJEU, 27 March 2014, Case C-151/13, Le Rayon d'Or v. Ministre de I'Economie et
des Finance.
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Member States may include in the denominator the amount of subsidies, other than

those directly linked to the price of supplies of goods or services referred to in
Article 73.
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< Abstract>

Improvement Measures for Taxation on VAT of
National Subsidies or Contributions

Lee, Joongkyo*

There remains debate regarding how output tax amount and input tax amount
are affected when an entrepreneur receives national subsidies or contributions.
This article reviews 5 specific types in which an entrepreneur might receive
national subsidies and analyzes the VAT implications and potential
improvements. Types of national subsidies are as follows :

Type 1 :The state provides subsidies to support the operations of an
entrepreneur’s institution. Type 2 : An entrepreneur, who is a recipient of the
subsidy, supplies goods or services to a third party and receives national
subsidies directly from the state. Type 3 : An entrepreneur supplies goods or
services to a third party(a beneficiary of the subsidy) and receives national
subsidies from a third party in return. Type 4 : An entrepreneur supplies goods
or services to a third party(a beneficiary of the subsidy) and receives national
subsidies from the state. Type 5 : An entrepreneur supplies goods or services to
the state and receives national subsidies from the state.

Regarding output tax amount, Korean precedents and taxation practices
generally include national subsidies in the VAT tax base for type 3, 4 and 5,
while excluding them for type 2, but I argued that even in Type 2, it is
necessary to include national subsidies in the VAT tax base if they can be
considered to constitute the supply price of goods or services provided by the
business operator to the counterparty through the European Court of Justice's
Pseudo-Subsidies precedent. Also regarding input tax amount, I argued that it is
logical to align the VAT tax base with the pro rata of common input tax amount
by including only those national subsidies that are part of the tax base in the

taxable supply value and excluding those not included in the tax base from both

* Yonsei University Law School, Professor
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the total supply value and the exempted supply value.

P Key Words : national subsidies, contributions, direct link, pseudo-subsidies,

pro rata of common input tax amounts



