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Abstract

The overseas expansion of corporation, specially multina—
tional enterprises take place Dbroadly the international tax
evasion and avoidance reducing tax burdens by the transfer
of human or organization and movement of capital, goods
and service among the nations. The representative types of
international tax avoidance are as follows.

First, there 1s manipulation of transfer pricing to consider
tax rate difference of the countries concerned in the affiliated
companies dealing. Second, tax avoidance by thin capitali-
zation 1S to reduce 1its contribution of paid-in capital in its
subsidiary and to increase its loan to the subsidiary to use
difference of countries taxation, when a certain company in—
corporate an subsidiary in any country. Third, there is to
use tax haven which 1is a territory or country where tax
exemption or low rate taxation does an income of oversea.
Fourth, there i1s to wuse treaty shopping that third state
residents, under the A-B treaty, seek favorable tax benefits
from state B, for example, through the creation of a state
A entity that derives income from state B.

The International tax avoidance that reduce tax burden
to make the best of loophole on tax law and tax treaty of
countries will give rise to taxation reduction of an country
as well as all countries. Recently in Korea domestic capitals
increase rapidly cases to abuse tax haven, further tax au-
thority meets tax problems for earning on investment of
foreign fund to come out in the process of collecting capital

to invest in Korea.



Therefore this study considers problems to cause on the
present tax law and tax treaty on centered tax avoidance
to abuse tax haven and treaty shopping. And this propose
improvement to compare with foreign tax laws and tax
treaties

The prevention of tax avoidance to wuse tax haven are as
follows. First, there 1S necessary to revise standards for
determining a tax haven on the present Adjustment of
International Taxes Act(the Act). Second, because the Act
provide for the same control scope of Specific Foreign Corpora—
tions in spite of difference on the object of transfer pricing
taxation and tax haven prevention taxation, there 1S neces—
sary to amend the control scope of Specific Foreign Corpora-
tions 1in tax haven prevention taxation. Third, to determine
whether industrial classification falls within the category of
active, passive or base company business, it would be neces-
sary to capture active or passive elements in business
activities and stipulate detailled concept for an appropriate
business type.

The prevention of tax avoidance to abuse treaty shopping
are as follows. First, the Act will introduce the principle of
substantial taxation. But to take effect this principle is
necessary mutual agreement of tax treaty countries. Second,
to prevent from abusing tax treaty i1s effective as U.S.A.

provides for Limitation on Benefit in tax treaties.

Keyword : Tax Avoidance, Tax Evasion, Tax Treaty, Tax Haven, Treaty
Shopping, Controlled Foreign Corporation, Specific Foreign

Corporation, Limitation on Benefit, Multinational Enterprise
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tional Bureau of Fiscal Documentation, 1998.
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sttt Asts deole vg BARRE FeAdE B D”\VV}Q
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220) Charles H. Gustafson - Robert J. Peroni - Richard Crawford Pugh,
op. cit., p.189.
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