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21) Elida Gibbs Ltd v. Commissioners of Customs & Excise, 24 October 1996, C—317/94.

22) Yorkshire Co-operatives Ltd v. Commissioners of Customs & Excise, 16 January 2003, Case C—
398/99, 20—21%F

23) Commission of the European Communities v. Federal Republic of Germany, 15 October 2002, Case C—
427/98, 58
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2] A FFE AZGAE LRl Al B FE 7P RN A 7hdo] ETh= Elida
Gibbs Ltd®] A3 AZx]o] Holof gt} Elida Gibbs Ltd AR1elA o] AL A 2=
Elida Gibbs Ltd7} Ap2lo] e et FES ZF | AL ALES9 S AF, 2ol dldste vEAl
N (Output tax)= a3 7 UEA 9 57 Y- o|AT). Elida Gibbs Lide Am G2} 2 E
At Al a7 o] thete] &g E<l(retroactive discount)o] 2Fal FA5IH, 3] Anf
HAFA Al B (reimbursement)ell = S HTHF A FFo| A A Eofof SRR R A Sk
= 239Y Zoln, ofd thate] AxHAte] HAEFAAN BAFHS A d@lof Srhal Elida
Gibbs Ltdol| frefsiAl &2 AF Atk o= ERlojy o Fe= vhEA] H X9 Ashy 4]~
£ 7 Gt oflH e % AFA R A8E F dve o7& sttt

%3, Elida Gibbs Ltd SRR A= A be] B Exo] thalelA] AZal] 29}, 12
U AlzfAte] dAETES HASE A2 I ts 9, F o] A5 AudAte} HEaRAE
AR = "4'74]"1] oA A EF] WS 7HA oA ETha BAISITE) 5, o= HF4H]
A7F FES AABIL D FAZRE ERlwol Alst e &GS A FHFoEZN AMFHoR
B 747} A FES HAS FIPRRAY S Brgs 1 tedAY] FopEAd e
FEFS TA ok, AR AT 1‘* IS A Fethe YR A E F Uk Fdst
A, FHA AL Y] B AR = BFata, ZA|BAH ] FRaor & Frix A g Fdst
= oujolth A=A -‘Jr/‘ﬂizo I (FE AA)ihg AtE ofof spA| Rk, Alx2Y
b o] 9] 7} dAlE 2% (readjustment)E H 87} glok= FAW S-S 2 23|, Yorkshire Co-
operatives Ltd A1 A Anjd&}2] Yorkshire Co-operatives Ltd7} A| ZHAZEEH 35 T
B (refund) S o} o] & &old] e B2 wjEA| oA FEo el wHEFE ShFitofol
gtth= 9% tisle] Yorkshire Co-operatives Ltd®] ZA|EF2 2% glo], FF BS993
HFAR AL A Fe g LFE &g Zlolojof drha WA Algleltt o] v FAALS
2 AxHGA - A - HF LB E AX = FEDA oA, HFaH A Al FE
o 718 & BAETE AZYAY] 7 -$-(manufacturer promotion) 241, Yorkshire Co-operatives
Ltd7} mj A Hof] tiste] Shs W 79 2 v, wjdAld FAE Foof st 2ol 8

)

s7] W] oAk dislelol she PMIAE LY Aoln BFE A AAVY 9

oK Aol oI5 Bk oIk of A% W AZYAL FAFEAN TE 2

REE ALt BF0A Soiehe, BABAL AT B Fshe BHAAE 29
ol

ste] FpAe HE Zolm ol AFAMIA AALH odrin & 4 9Tk
glo A5 Bate] mEe B EAZ} Yk nao] IRAFES AT LA lA A}

24) Elida Gibbs Ltd v. Commissioners of Customs & Excise, 24 October 1996, C—317/94, 33 &%t

25) Yorkshire Co-operatives Ltd v. Commissioners of Customs & Excise, 16 January 2003, Case C—
398/99, 35w 45
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olgtoll M= d=2 nide]x] EZQJE Fe] AFJAR] Loyalty Management UK(©]3} ‘LMUK’)
7H A7 SR AEls AR A BAR RAERA s Ae] Al 5T Bl
sted 2013\ 3¢9 139 G iAol 4] Hell[Her Majesty’s Revenue and customs(Appellant)
v Aimia Coalition Loyalty UK Limited (formerly known as Loyalty Management UK Limited)
(Respondent)| & A Fo 24 oAM= nfdER] Alxe E2& oAG9A otsta =X
o Aoz tFaat gk 2 AtdleM s HEan AL, aujdal, 2AEmLEA) #e /‘P
A7, AFRAA T Zzke] A FARALRA Sk, Sl A 2 fFrHAP AR 71E
2lQl ‘2AFHE AF I HFanA DA S G ntdE]A] FE FIPIR A 2
Aol diate] 712 942 v das] ¢ #ellehe 1 ooE 2 F Urh 59, 44 o
HRE Au] 2 Al gl gk &9 tirte ddste] vid x| dEdE L FAEA A9l E
ofof gtha #tms] 3 FE=A A AR S ©A T

7}7(] OJ x] o] ‘Z/q] za /3

ﬁmloru

UH

=
=

o

riu

!

2. Loyalty Management UK Limited “LMUK”) A1 =g
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31, 3] E(collectors)ol| Al Nectar 7F=5 &3t} 3|9EL LMUKY} Al9kS He Anfjg A}
(sponsors)ZH-E A|s} F MU AE Fgiton AlFgwe Fgo Uigt ke A& FAl
Nectar EQJEE A3l A3 EAEE Nectar EQE A FU A (redeemers)ol| Al AT H
Atgste] IAER AAEH FAlo AFAAZTEH At @ MulaE AFEs & Uth
LMUK® -72theke] OK a2} v] =gt 2RIE ] Algate] s dete Ao s BRIt 47
LMUK®] Agj7-Zo e O LMUKS Avfd*Ksponsors), @ LMUK}F A5 Al (redeemers),

e
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At £E £98 ste A$ Nectar EAEES A dv, 53 FFAAC AFA=
2H AQgt mE £9S i v, Y3 IAEES AAFdor ALY ¢ otk AlFdAE
4 7o 2 o] AAFTTHO R ARGgE IRIE g LMUKe| $4]¢th LMUKE B4
o FRIE el AR Agatrl®2 kgt g 7]|Z2ste] A FH A (redeemers)ol| Al
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7t B3, 3 A2 AFGAE S delA
A E3FstE= Aot skt B wEkAu]
n, w2k LMUKE A& uxﬂoﬂﬂl A g g

g S lnka AAST) £, v FA1g o] FAE 390l Nectar EIES AF§-510]
AlgE Azt F7MAA B EE] TFETH, AL olF o2 FIIRAE A5
tx skl <2 3>2 @9 AelA th7t 1,0000] thste] T A S oln] hAl| 8}
=, @2 AA 1009] ek FIPIAE F7tR ke 237t He Aolth.
LMUKZ} Al FQA AN A A58 viztell thal] AFdA7F a2l TAES wu Jgs)
v 2o gk dizbeba b, A& o8] LMUKZF 2R1E #HeAR S shiA 38k
o]} v 89| ztolel| giste] RIPINAHE AT Ao, wEtrd LMUKS] ZRIE #e] AbY
o7 Qs 2" FIH A tg FOPHRAE A4 § dvka AAs TR o] <a2d 3>
oA @2 A= A FIPIAA FAEE 1002 @2] Az Q17 R Al AEE 70
o] ztolE w3t}

QAES Wi Ash} AulsF AT FE R
B AY S gele) el AT
w3 2R AG S gAY B

YRt Ay

i\

[¢]

2t F=2 tH(Supreme Court)Q| LA

20139 39 139 9= Ay g Fande] 4L 8] LMUKS] & S0l 3120
= WAL 7 A e 2R S o el BAlslelol sn, FFH o 2%
SR E HER0AL SRRt Rolt

3. 32 Goods and Services Tax Ruling

I3+ 201299 49 Loyalty Programsoll w3l Goods and Services Tax Ruling(“GSTR
2012/17)2 skl a1, 20131 8¢Y 14U Hul|o] E W H(consolidated ruling)S 3 sttt <
agol=¥ GSTROIAM = otefe] 2de F7lkete] A A nAF A o] 725 e
ofefe] 2L ellA AXNE <ad 1> FLI Fxen & 5 Uk

GSTR 2012/19] 93t 7] T g)go] ZR a3l SFEU A EH7}E A Hskal st £
E9S AT o, 24 e 399 AFaS 21E50°] 53 A e &9 tet tirtol
o, 2 t7FE At e AE[ 28 I/ER wiislA] ool dttal gt Asd 4= o

B B 9o PR, 220 EUL 239 97l TAE Y S 2787 A
Fohe FA(Points fee)& £FATF EAES AFeHE Ao B@ thrbolh, AE Aol 35
EQE we) AlAsh AAT A% oo A Aoz Boh $9A7F Kol ABE =

26) Her Majesty’s Revenue and customs(Appellant) v Aimia Coalition Loyalty UK Limited (formerly known
as Loyalty Management UK Limited) (Respondent), 13 March 2013, 7335
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27) Australian Taxation Office, 14 August 2013, "GSTR 2012/1 Consolidated ruling,, p.5.
28) Australian Taxation Office, 14 August 2013, "GSTR 2012/1 Consolidated ruling,, p.7 239 ~27
29) Australian Taxation Office, 14 August 2013, "GSTR 2012/1 Consolidated ruling,, p.7 2329 ~27
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9 nldElx] Ag BYPS Al npdelx] 122 Jehz 9=
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30) ARIAE Bi7kE A ot Brelel s §9€ BEekE A o] FFOE BA o BTkt
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= ojelelx) A S olele) FRoR A8 A S GAA, oklel £3¥ EH7E 8%
G A 4E olalet ol F B el weld Hel¥ Qow 4ZaT.
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9 2 ntdelA] AYPAGA = FEAE AR 48 <t
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9 4 ntd el Al Ayadat = F5AlE AR A 2483

1214 A7 ARIADS FE AZAEL A w8
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=2 gesa o AFYAES ol nAEd e e 29
9 ARIO R Fastm Y OK AN 2e FIE Uel AARE B

N
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e 7V e fgolnh e ols) go] 71 1R £ A

Aol 71 ol WAHLE AT #3919 BAS ST PR T WA Fu3 o
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OIEYl AFES $Y3E AANAAE BaAdAl TVE 1009k dAnfjata, dnj7lele]
10%°] s Fst= 105t ntd A& A G| FAth B2 o] %ol AAFGARY] IHYl &3 &
A a7t 209k 9] ol {75 FujstEA 108t ntd 2R o AF 109 o= AR5t o] A5 9
Fol F7PIAA A EFE 208 ol th(mtd ] A] 109+ + A5 10%H) otk - o]t
- X173 2011, 4).

31) EOE % vplel B ARAQ Ao She A%, A9 ARYAE videlA AR BLe
70 010 2~ ]q_

o‘l‘-l— AE T M

32) 719 A F(F A 7AAF) 2006.3.29. 4 HEALE.
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for its delivery (retail stores, physical delivery, Internet). As a result of the staged payment system, VAT
thereby “flows through the business” to tax the supplies to the final consumer.
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A Study on the Problem and Improvement of
Current Value -added Tax System on the

Transactions Involving Mileage

Son, Do—Kook" - Chung, Ji—Sun"* - Yang, Seung—Kyung""*

{Abstract>

Recent years have seen that many companies and businesses recognize that Customer Loyalty
Programs including mileage rewards programs or point schemes are essential programs to them in
order to secure new customers and to continuously maintain existing customers. Not only an
individual company autonomously or a group of companies forming alliance together operates
complicated and various mileage schemes but also such mileage rewards programs are evolving at
this very moment.

On the other hand, according to the Korean Value-Added Tax Law (“VATL”), a provision
applied to the transactions using mileage is the Article 61 (4) of the Enforcement Decree of the
VATL which is the only one in association with mileage system and thus, except for some cases,
the amount equivalent to the corresponding mileage utilized is included in the tax base of value-
added tax (“VAT”). Therefore, for the reason that the taxability of any transactions in connection
with the complicated customer loyalty programs is determined by relying heavily on the only
provision established in 2010, a great deal of controversy between tax authorities and taxpayers in
regard to the taxability of the transactions using mileage and its appropriateness for the purposes
of VAT has been frequently provoked. Although transactions using mileage are formally and
seemingly complicated, by figuring out the essence of such transactions involved mileage rewards
programs, finally it can be concluded one of ‘lagniappe (an extra), free gift, or discount. The
existing VATL already embrace this.

Thus, it is necessary to prepare countermeasures that determine logically the taxability of the
transactions involving mileage by types according to the nature and essence of such transactions
rather than by the current provision that treats such mileage transactions as separate independent
transactions determining the taxability of such transactions as a whole. This would resolve the
issue of double taxation (or excessive determination of the value of supply) about the transactions

* Master’s Course, Graduate School of Science in Taxation, University of Seoul.
** Associate Professor, Graduate School of Science in Taxation, University of Seoul.
#%% Master’s Course, Graduate School of Science in Taxation, University of Seoul.
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using mileage and reduce the disputes between taxpayers and tax authorities in connection with
such issues.

In addition, as European VATL was the matrix of Korean VATL in implementation of VAT
system, in order to draw improvement plans about taxation system relating to the transactions
utilizing mileage for VAT purposes, this study referred to recent law cases and tax ruling in Europe
and Australia respectively where more advanced studies have been developed than Korea and
considered such references carefully. In particular, by analyzing Loyalty Management UK Limited
case recently decided by the Supreme Court in United Kingdom (2013. 3. 13), this research came
up with the right solution that is how the supply made by mileage should be treated for the
purposes of VAT. As a result, in order not to infringe ‘The Principle of the Neutrality of Taxation’
and ‘The Principle of the Final Consumption Taxation’ that are directing points and major premises,
this paper examines that the legislation system of the Korean VATL should be improved, providing
the whole structure of such improvement plans. First, it is reasonable that the transactions involving
mileage should be excluded from the tax base for VAT purposes. Second, in a typical structure of
mileage transactions, payments from mileage partners to a mileage operator and from a mileage
operator to mileage redeemers should be treated as service fees which are subject to VAT rather
than third party consideration. Lastly, since there does not exist any clear interpretation or criterion
as to the taxability of transactions relating to customer loyalty programs including mileage, it is
required to establish VAT guideline as to customer loyalty programs for taxpayers and tax

professionals.

<{Key words> Value-added Tax, Mileage, Customer Loyalty Program, Tax Base, Discount
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