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8 TR A el A5 A9 AAAE QA EAB, Tolh
ZAlzok QUM O] WHaetA] o A 7 wol 2l=7g ko] Al A A A H
o ZAREE ArssE SITueIe WEH B4 FFrdo]l ZAT 4 oo
£ Bloomberg Limited Partnership®] Al#le =219 1 AYAIAH
A

DAL Y AER 0|22 BUIE BAl oo $HH o=
F3 9le FAR e, 2AZe S0 At} Bels} AN 215 FoIA

EE O ANE B A7t DRE AQRLE Fofel aul - 0z o) ohd BAz
JEEL FYYEAS] ool i APER-9] Bdo] AsIghed], TAH A
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Aefolelo] AFe] FEFIIV AR Ame} 22 HAHRI A AA QS wobx AF
7159 Blarkssgol 713 ARl o[ 4 HWH FAA A R38R e AF FAE 7HAA
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[. 7¢ WAy

M| AL AARE B4R v]=R Q1 Bloomberg Limited Partnership(©]3} “BLP”)©] 100% ZA}3F A}
34121 Bloomberg Korea Limited(©]3} “BKL”) 9} E =2 =ljol] BLP2] 1A (permanent establishment)
o] EAIS ZoE By, I o2 RE v FEAHAH 202 bivte) tiste] WA B 7}
THAA AlTE 8FA] %23 BLP] s[RI GAIA Al (A - Z 0 2= BLPOA]) 2004.10.15.9] 88
A FAAE(1997d ~2001d ALHS I

AEBR Y Y1375 2007.08.14.90 S()FA|A 2ol thste] “BLP7} S HEAHIEE U
DA A AFEE =Z(node) 19} Bloomberg 4217015} “AAAN) 7} A E AV A (fixed
place)ol] djFakal BKLP L eJFAA|(o]a} JAE ol whe} “Cps)7h Alkel] whet A gnE A4 -
FAFOEZHA JAFE BLPY AMEES AT EtE S(AIYE5S BLPY AFEEo] W
gol Bl 8w of|H] & (preparatory) + HZH(auxiliary) S5l EFFSIEE, g - v]Z2A|H G BLPY]
U TAARIGe] EAgThaL B 4 gtk a BAstATielstel s o)) W8-S Hed “IA|
ARO 3 “HAD 0|} gh).

A7 FAAEOF A BKLO] Aokl whet TG AH Y] 11025 58235 Tt d
3}2 351 BLPAA dlo|Ew|o] 2o 3k gh=to] AARRE FF st ddste &9c]s)
“ARFALD)I AHAHNE X3 AU ES BX] - A5 §Y©]} “FuEREA9) S AT
st lvke 49 2] F(i)8&HES BLPY ] A AlEete 2 0E Kal BKLA A
2004.10.15.9 18F-Fthe] A A E(1997d ~2002'd ALHS FFAT0.

a8y, AP Y 45E 2007.09.18.9 F(R)TA A Eo thete] “BLP7} el 11 H AL
HAA2E T3 BKL % BLP $FA Y A AAE Fate] EAZ 0] (essential) -8 FHsignificant) A}

1) B A7 Q1&g A EA B HEN AL B 7]1AK2007.10.01. 2 ZAY R, 2007.10.02.2} = 7 A A1

2 2007.11.16.4F A&AAANEE A (FTEIE 0|9 X(etaxkorea.net), FA|A1ZH-Y(nte.gokr; 2008.02.29.2FE

WA Aol SANB) D TR FATHRA S casinfores goknol A AT T A A

29T, TANT ARE L ALDPUY DAL Eo] AT Zolx, A2 Wy TS MR

Ack

AR doleuo]zel] gk H2E, F84FY] e A 2AAE B TR w29 AE 5

BLP7} R7PIAA AnE oA 92 ol Bipe) BEARANIAE PRI Fm AR ¥

Al FARFEAR] F671ES F7PHRAIE Arste] deldietdrk 7 ERA Alz4z).

AL BP7E FUelA A5 F FUBA) GAoIEE Aol 23S F Il FaAel 0%

2 Bipe] Sy LRAYR] ASHE 2502 AN

5) BRAH] 9o FjzAo] BLPY] FEAHRAHILE AFet] DA flat pancd B Q1S AH F

6) BKLY FA37} o] AR57895) Au|4x) 498 BLPoA| AlXshs ASlE SrpRA 9AE tlid
2 SJBEEE YT Az Ald A4S 9 SHARNE A6z Allg Alls AlvE(2002.12.30.2
N Ale 55 E)d aggct

2
3

N
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qEETS FHsienzR, BLPY] S Aol AT & 5 ikl 20 dutd F
A2 BAstrkelstl M= o] WS Ao “HAXEQ 9} “REQ et s
#2@= BLPY S Aol EAsHAIRE, BKLE HEFF 892
S(IM) g IS T3 943l BLPOl A4 Algs ol B77IAIA GAE 5
Aol sfFstez, JAHEQ FAN HRFHEH Algst ddd e Hasolof shAt
Sd. <79
A

g

i)
a

(A)F-2& 4T & oM AAHEQ AR-E HaFrhe Aotk #Ashy, 1> 4] BLP
T O=(JE5HEG + 404 x]ﬁ@)OE Hi, sAHE Q=(JHFHEA+3EAENE &
Hh, ARe O=FRSHEY & @=FHdxEgog B Ho|th
<8 1> BLP =L 13AGY & 899 ME 28
s o=
BKL -~ BLP
&
0
B A
T 80| X3 58
CBLP 3 DEAAE
o e BLPS| F7(D)
EMAHO) == A Q)
* @ @9 F45HA §99 A

i

BHAD} BADE L ALY AQe|E B7eka BLPY| T AL EA) of
o thste] wre] WS s gIrk. BLPS] AlE S1SHIS] Sl TAMNYPY EA) o3RS ¥

2 4AHoR BAFT ek EH, AFAR] 24215 Plol hste] T
AR EAE TAZ TASRIE FAGH wol JUT = e 371K B2 W

e

|

7) BKLE BLPS] S sUgAlgiae] A Geths 24w} 3 4% B el 24

Sheete JRSAE T AR AL SN G bRl Agle] Sl it 4
Soll SelA SHA DAkl SJsle] FEHE SowA 1 hFe 99 dFHonyy
e e Falo] W AEIPANANE A6z A1g A1eso] ek FAUAS
BAVE BT DN BHS Fusc.

8) 3 FAHE DI BAQ BF 2R3 ALEYUol PAFGEH, ALnEYRL =R
AN AAFOIR 2008052300 BADT 2 AR BANAT @AE BAAA AR FD FA
Ae BTG T BEstel oy elel Amalicka ek

o) EACE, FAHE 20079 620 e ART FEAY, 2Ef) A AR s FAF
Hla) A Ao e HEA ARBE Brule Asjtel 2relmol] tE AREALE A
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= Aogs B 4 gtk

Tl FAA] AEE vl R =Rl Iul IAAIFAY] EA] AR Aol Ulst
, SEA L A AES|oF sl FIPEAA tiElg A4 2 S (R)8AFE gl

Al et AEFOZH, DPAIFZY] IAEAE Thekst BHAA &

A % Sl

JJT, % 2
LA g e
T ji e

et

o

RS

o [
o

19

1o

ity

N

[e3

i

o

mo_r‘(r

—‘}4 oL

[
-

. e5g1e] Sl agAdde] Al ool dig ¥4

71990] AsPksubsidiar)®) WAL shelo] AERA 100% ALL 2R Aol AA
(branch) 4102 AF3HE A3t AAH Aol ot A9 FAsA, @Al g 714
A4 Aoloh WA FAZAY BE Aol2 B Bk ABAE Bl parenyshs 37
o AAAZ Aol WAL AR 7 FADA A BHAAT AL WFH Aale] ol
b, AN BAT WEBAE ABA Ao Ao FARER BaAehe ol
AL AT, AN LA WERAE hEwele] 2z dojsrho,

F43hE o) MBS A9e TANGFOR BAH0E QA% W, AT 2%
A S 9T 2, eEelsie W) WEA AA AL THAAAS o FA A
ApASE Gl BRslof she RAlola, AARE AL EE BLPY 299k o] AT} 53
S BHS DPNYIOR B IS A wS B8 Ao deld ok

olefol e S1sElel S DAY B WSS AEST, B AT A AN Fo
Bele) N8 FAOE Sl Ha WHSL 483 wol= Hk

et ot o) vfz 5o FAM BB S nPAEA] HEe ST ARS ¥
st 248 253 gvka Frh2008.02.11.4F ZALE 7)AF 918,

Aolut Asjatel B 7]14e] s elel WEatr] 13 2r1DA M E FALE d)9] Ao st
ARZEAL ARSFR, A AR, dEe] ded AT 5 22 2Ews Flske dgabrAdiason
offic) T FF3HA Ak o] 27IGAE A theelle AW e AIALe] FEHE AEE1 247
]l @A ARiEEol AEFETHHRIE, 2008).
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L S1Fele] S ANt BAd W 0 mA R0k PE
7k LA

HAAH A1z FHAFGEES 741 95R1e] 7 ARIAEe] 250 theh HRIA ]
FAEEL SHARLS] FFAYoATelddET T2 2D, FHAN %*01 = =Rl
S(MFAEEE A3z ARH o dAF FYAHLSolga 7 gic

HAA A4z M= 2=lo] Sfol Al A e AR s —’Fﬁ%}% ﬂxé?l %}i% 7}
AL Qe ZAgelle SRl S Aos A < 1>9 4
$ 2>9 Fage IPHA devhal kT2, 3 T2

2T 7L YA o3 Aol Sllell A71E ffste] Aoke AAT A 7}741
S wE Ao 2 YAk 2 TE1 FiL ARYES G9leke Aol 1 A AR A

11) 1998.12.28 2k AWAZNY Hell= A53Z. olste] el AMsh= 2@ Mae WAAd Fo A9
12) HRlMHAFY] A= <3 1> 9 <3 2>9F o)

CE 1> EHAUME Ho4ZOM SLIAIME2Z oAl o

— A - AN

3 7Eel 239 J&Uﬂ%}i

E 2> UMY HMO4ZOIM ILAIRZO EEX G= A= OfAlet T2

=y oL

—slsrele] Apte] et PR 9Istel ASSE ART A4

—slEele] Wk BAHOR 34 ohske At AF EE BB AsfelAnt AgsHe o
A

—sFele] Fa - A - AR FP} AT - AFEA e T AAFDY alulFoln) BEF
BAL AR AL W) Aste] g FT A

—slsgle] Ale] A Bleloz solg Ahgshl s SAstelnt Agdte YYE gk

o
rot

Lo

13) 71 gho]l 9=l Aike A BEsia | Ho R o5 wig Ee Qludhe AL T - YukslE
el Z1Ek SHA 299 welders F2 54 osidute sl AGAd T ARl 29 F
L% FE] YAE 3= X} 3 HEAES F9lshe A= st RIS A Sl
AEFE] W BPS Ak A HAARAE #1335

_hLl’ﬂ
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SRS E Ao Bk Y

2, SFHAL WAAY Aoz ek THAIE AHIEA clRel et 259 WAt
YL A Azl AVHOT GAT FhAWLTol ghe BLPE Foh TYAGGe]
GE Aol Sl SRk AGTEN BAT 2ARTE WA e Zolth

Aol SJsio] AZ - FEY 2§ YuHHOZ A TAMTFE TR 2L xHL A
g A, e, Az FAAE ol % SRR LI EEEEY ED O E
g 37k S1aEle] tiaiAe Sy 4] AFel sfste] Zazoko] SHRAMe] SHsted &

SHTHA AT, 2007). wW2bA, BLPO] =} gAY EA) of F-ofl Aste] HRAAHET 444

o=
Hg5E - ozAzofe] thste] WESIZ Wk
@ - vzA 2 AR NE “LPALFC] AN Bl ATAL) A EE G
O 1 AFA} EAE] ANAE el 2k RANIE B 5

B of
A A S 43S B A oRIEE @,  ehilelRe] 7 2ARH
AT AL ske] MM o] BLP7F U A ] Qi Arolls sl 241
o) WAEA o Aoz Tt

FEAZEF AozNe TAAIES “olu Aokae] AFATN Y B 4] &
T FAse AFGAY] 1 F A (a fixed place of business through which a resident of one of the
Contracting States engages in industrial or commercial activity)” 2 TFASHHA] <3 3>9] FAES oA F
02 ANHGAL, <E 459 BHUL Yool AHLTE AR H JLEE TP B
O TSRO, 8, BxAIAE eI ol TAARIEE AT A ohIF Bl
HeldlS Fste] S(EPLAIFT ol & e Aol Ak Aole!?) AFA=
EpHORE ol TAAIRE A4 Aoz et TS

14) 1Al glolobtt M AF AN A1FHIS) ARILSe] thae] AT & YT F A FAT
Fo2 I BF FuI} Hojo} Frke BUH ATPYe] BaFeIA 47 Ao BTk
% o] &

O

Ny

AFATI QAT 2R FAH ARGl B S5 FoAA LHATANA B

O o
ot &
b o

o]

AR AEE AL B melo] A5 o], WARlTAL A8 2AAGEE
A5t Awe] olzelor & Wit do] M, olFHAY AUE HY Yt Aolthe
2007, QAATO] WHALGGe] Qe B9 T A50E HAY 4 e FAe T Yol
B 7)ol MRS £50lI0ED BAEAZS} AsE A2, LAAIEL N
3 AT & GekEDREAZ} AE A4,

15) “HlEe] AFAolE BlFHIE EIHKE - HEAE ABE ANG AbE),

16) @ - TlEAzOpIe] oA <E 3> B <X 4>} ek

02‘4

k)
B
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T}, OECD RdlzA|zxof

k- | 2| 20F Sl A Zoke] A FFolgt & 4 Sl= OBCD EE XA 2= HOECD Model
Tax Convention on Income and Capital)o| A= TLHAG A thste] A4S chs).

CE 3> ot BIZMZSF MOZOM DYMATY2ZE ofjAlet T4

— A A (branch) — AFF-2(office) — 3 (factory)

— 2} A (workshop) — Z31(warehouse)

—AFA e 71E} Thul Astore or other sales outlet)

=332k QA wmE 71EF ALY A F7Hmine, quarry, or other place of extraction of natural resource)
—6NEe xH3l =& ASFA e A4 = U] FAKbuiding site or construction or

installation project which exists for more than 6 months)

<E 4> - 0|ZMZEF MOZOM NFAIG O

EBIER Qe HOE oA Y4

—AFA &3l A3 e AEY By, AA] e TS 9t A Al8(the use of facilities for
the purpose of storage, display, or delivery of goods or merchandise belonging to the resident)

—AA AA] e AEEAA AFR| &3 A3 BE AE 9] A H FHthe maintenance of a stock of
goods or merchandise belonging to the resident for the purpose of storage, display, or delivery)

—E}Qlo)] 93t 71EEAAN AFAP &l A3 e AFEY ALK fHthe maintenance of a stock of
goods and merchandise belonging to the resident for the purpose of processing by another person)

AFAE 99 BF EE A4F TURAY EE ARFAE 0T A 28 he)
(the maintenance of a fixed place of business for the purpose of purchasing goods or merchandise, or for
collecting information, for the resident)

—AFAE 1% B3, AR AT, AH AP EE oulE EE BxA A4S e fARRE
55 93t AgAY] 1A A4 9] Hf(the maintenance of a fixed place of business for the purpose of
advertising, for the supply of information, for scientific research, or for similar activities which have a
preparatory or auxiliary character, for the resident)

—6MEE 2yste] Z&E5HA] ol AE=FAF BE A4 T AH]FALY] Hf(the maintenance of a

building site or construction or installation project which does not exist for more than 6 months)

17) FAHCRE ATA Be| AAANS AV EF BDEPAF WA F)UHE FirAL.
2 P telel, EE F(eele] AACR TR S Bt AR Bske ATA
SGahe AT EE AF) ADE FEIALE ol BAsE Yol

18) Seltbeke 200798 @A) 25} AR AA - AP ek EAZFE of= T Svke] B
A7k kel FAA B 01FHAE MAT BHoZ ABSHE P bilrera) 4§79 Zofo]
o 8 RS AAAS BE RIF] A0 H88E thAb R muldhcerd) A9] ZAEFE o}

U5 G G, 1 olfE A e AEA EE WA A9 BRI ZE ekl
FEH O Ague 2AEFS A Aol AMA B7F557] dEolth008.01.29.4 YR 7]

AF Q1. ey, EAAT Aol U89 FAFHES W8(tax treaty abuse, treaty shopping)3HA] =W
A Mz AR & g7 Wil 2HFFY] IA1H HFOZ OBCD RYzAM| 2ok UN &
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OED BHZAZe} ATZOIAE “LuAlekRe] Aol vIhe] 7191e] olge 1 1ol
epAleRE Wl 2Alahe DAARIEE Bokd SRR Wl Ae B9I5A) o
S @ 2 Qoo AHCk T el WM % @ - Hlslzek ol BLpvh S
R Rl Aol FAel ZARsel B Skt AT FES.

SEIRAZF AZANE TIANGRE @ 71%1e] Aglo] BAOE EE FRASE
P = LA ALY A4 fixed place of business through which the business of an enterprise is wholly or
partly carried on)” 2 TFASHA <K 5>9] AAES AAFOZ AAIBFIAA, <HE 6>9] FHTHS
SIlel ARSI A1) 27 BEE EHS BEUD FIAAR. T S 2
QAR Bl B Aol 27T 1l0) & 719 SIsjo] BEeI LAEN D]
3 WIS ABABRE AAL 2 ARE A BAHE BIAE FIE BN 53
s 20l tetel BDURALT] TGRS A1 AR DFdehn TR

olFe] RS W, ARGl A-a] EiME O ARG EAE ATaA )

@ ARFA7F 1AH e AT D) © 2AE AFEES Bl Aol 92 (7153
Mde] 8x10] F=EoJob Sk=rAl, 2005). 53], 7154 /Mde s8ddAMe B A4, s,
T4, AR 7FE, AR, Ve oA e REA A9 SE-S sk Fhv HIE 14"
A AolE Bt e TAARI AL ofUthe]Z8], 2007b). 1L}, OECD EEZA|ZeFo|A=20) o H]

A HZA FEL o]2 RO AL mAAAA ] B % vty FASIE=], WA Wt
3 - m A2k o Et AZA TR FAL Qi)
T, o= ele] nPAAAE 7R %Xl o A7E st AAZAES 7HAAL o] &
@ 2 PAStE el 5 T gow TANIEeR IFHE F4T2e X gt
02 7HFEEY), o)A IukA TAAIAL T A9 53 AAE EHE ATEA 9H
Bz A zoko] ALY, 1 F OBCD RAZAZFS AARE9] Yoln ZHZES AFL A

AlBlaL Jom FAZA A AL BE F8 =AE X8k 7IEAR] &5 Al ok 2,
OECD EdzA s AA|ZQ] age] SHdAMe ME w7td oigh A9 F48S 73 A=
om, slYd=ro] 3t HilrecommendationZA] AR 8-S 7FA|A Tk SHeKSEE], 2007).

19) OECD FElzA|ZoMde] oAl <3 5> ¥ <3 6>3 Zth

<E 5 OECD ZEZMZES H5Z0M DFHAKLYCZE ofAlsh A

— 3422 (place of management) — A]Z(branch)
— A2 (office) — 3 ZHfactory) — 294 Zhworkshop)

=332k A e N2A, AT e Ve HAXAY A Ax(mine, oil or gas well, quarry or any

other place of extraction of natural resources)
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—

Az A @A E Fusts Aeste] WS A7) A AmolthTA, 2005).
FAe) BAL tgole] olsiwAz} A olsinAle AxIshs Aol thskaar, 1991).

OECD RN ZeF A5%9] FA(commentary)S LA oJHE WEZ Z2H3 AA|Z ZHA 2

7 aefeiA ddsfol st=TlFA 36), tEflo] B ERY AFA AAE BAY Ankd §&

S WL glow REH 594l jla, AAlA SHAL tiEldle] £19 o]yt AFHE A4l

FTeteA9] 7ol wet Aasithar sk JThFA 37). HA7)A] “HRHE &2 o

2jelo] 119 o] FFH = A}“—% SkA] Zetths ovlolar, AAlA £9Ade 71 T

% = B3 Wl F b TR AR eRhus oM o] e

LPo] U] A B Wﬂﬂf«l AABAE T3 Foll, ool A HES &

Agsta 2 A A Fedd disiM = EAs= g}

rﬁ mlo fr
S
>,
ot o> 2

oE ofy

{# 6> OECD HE XM= M5Z0IM DFHALHO| EEE(X b= A2 AT Ha

=719l &k Asht FEe] A, AA] e RS RA0 =2 3 A e] ARSH(the use of facilities
solely for the purpose of storage, display or delivery of goods or merchandise belonging to the enterprise)

—AA, A B Quuks B o2 dto] 1 7|dd £3F A3 AFEe] 2|31 E fH(the maintenance of a
stock of goods or merchandise belonging to the enterprise solely for the purpose of storage, display or delivery)

—o2 7|94 93 JtEurs 2Ho g 3t 1 7|94 F A A A2 H f(the maintenance of a
stock of goods or merchandise belonging to the enterprise solely for the purpose of processing by another
enterprise)

—719S A Asht FF 79 Ee AR FANE BHoR §F dPAAEAEY FAhe
maintenance of a fixed place of business solely for the purpose of purchasing goods or merchandise or of
collecting information, for the enterprise)

A1 98 wee) oA EE R2A9 470 HREDE £UT BA0R APANL)

-A(the maintenance of a fixed place of business solely for the purpose of carrying on, for the enterprise, any

other activity of a preparatory or auxiliary character)

ool QIEE HEH BEe) FAUS AT YIANAGL) 44, T Tele B BE] 5

o2 RE ZHEe dAANGTLY A9 EFo] oulH oA BEH<I A9 Folojof Fhche

maintenance of a fixed place of business solely for any combination of activities mentioned, provided that the

overall activity of the fixed place of business resulting from this combination is of a preparatory or auxiliary

character)

20) AsF A4s}t Az
21) Williams(1978)= A7t gAI1oFe] 9ol dlglQlY A& ERle] ®Ads] 1 tiglde Ade] ¢
P FFeA &7] el F4540] e v, FYIdAE SHUlERlez Be o] etk

e
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2. l3wele) Sy WHARIYI PBAT Abellel BA

7b AR RAIe] A

BLP7H 3318 AopiE o] §3lel SUnASIH Aoke AL AFIE FEERANAE
AAAS) ARSI ANF] ] BABLP RIRho] 3¢ JBE A7HET T nAS)
= AU Bloomberg 541718 F3A} QEIUITE F3to] ATk Rolck

S A BLP BARIA RASN) AZSHE FEHRANLE FUNA vhAstel A 5
& Avloln AFE|S} o] ARE FFE 5L gl Crst BKL == HARE 6m'E
AZek R} Bloomberg 41715 MAE] ALRAe] AXE HHFE @RIl s Gl )

I
FEAR 2] A1 9l FA Fgelu Bl A& 5 kARl Te R

o
o

il
do

=
ro
oo
o
=]
o
=2
=
8
=
@
oQ
g
o
(e}
Py
2
2.
=3
=3

of Sh=RAEE A2 o7k Az AFAkT Sk 1 el v]5) 2131419 Bloomberg Korea
Limited Liability Company2] S+ AZANEA(0]3) “BKILCHAZANEAN T Aok ule} wHAisl 73u] o]
H0%8 RSN gusdecsn Az ot

A7VFA A $7HEAM A0l BLP 3 BKLI} S48 1909 Cpst 4189 9

22) AE3E AlkM e F23F Y-&S D BLP= 1220l A Bloomberg Professional Service DataZ AFE-SF 4= A
3lal s o] S([EhA RIS ARR-Sh=H] ©]-&3)= Bloomberg Professional Service Software & Bloomberg =417]

(o] FH(EAMHIAE AT =] B3 flac pandd B A)AE R HHE FH e APAE Tt A

Fo1 @ WAL B AHeT} BAT 4% 07 2 ANIHIL AT @ WAL W A

22 Siste] £918 HFE S8 pogrmol F(idhaF AF5 AL g0l AHBT 5 Uke A Sl

23) FAH O 2= data H2o] WS FASh= switching machine, 2§32 danE 22 £ o7 Hilslo]
RSN BT miki—pleor, ANH AAGA HEHAS W O] TES 4 =S ke
memory module, data®] 213 = digital 7} analogueZ A3 WEZHFE modem, o4+ AH 59 7155 A
Ao g FA3= system controller card SO F A FT

2) FAHOZE BKLo] 99 o139l 4AL ALHAY T AAE B
3le] A Fdhe AdElE 89 (PAE BKLE 49 ARFF 299 Y-S A8
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42,9 What constitutes core functions for a particular enterprise clearly depends on the nature of the business carried
on by that enterprise. For instance, some ISPs are in the business of operating their own servers for the purpose of
hosting web sites or other applications for other enterprises. For these ISPs, the operation of their servers in order to
provide services to customers is an essential part of their commercial activity and cannot be considered preparatory
or auxiliary. A different example is that of an enterprise (sometimes referred to as an “e—tailer”) that carries on the
business of selling products through the Internet. In that case, the enterprise is not in the business of operating
servers and the mere fact that it may do so at a given location is not enough to conclude that activities performed
at that location are more than preparatory and auxiliary. What needs to be done in such a case is to examine the
nature of the activities performed at that location in light of the business carried on by the enterprise. If these

activities are merely preparatory or auxiliary to the business of selling products on the Internet (for example, the
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location is used to operate a server that hosts a web site which, as is often the case, is used exclusively for advertising,
displaying a catalogue of products or providing information to potential customers), paragraph 4 will apply and the
location will not constitute a permanent establishment. If, however, the typical functions related to a sale are
petformed at that location (for example, the conclusion of the contract with the customer, the processing of the
payment and the delivery of the products are performed automatically through the equipment located there), these

activities cannot be considered to be merely preparatory or auxiliary.
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Research on Taxation of Permanent

Establishment of a Foreign Corporation

—Case of Bloomberg Limited Partnership -

Byung Wook Jun®

<{Abstract>

Tax treaties and tax law allow a source country to levy on active business income of foreign
corporations with the concept of “permanent establishment” (‘PE’ hereafter). However, vague
definition of PE opens possibilities for legal conflict with foreign countries, which compete for
taxing right on the same income, and foreign corporations.

This study eloquently shows the difficulty in determining the existence of a PE, which caused
the court to pronounce contradictory sentences for the issue recently in separate Bloomberg Limited
Partnership (‘BLP' hereafter) cases. Specifically, the court delivered conflicting judgements on
whether BLP's fixed place of business in Korea was maintained solely for the purpose of carrying
on any activity of a “preparatory or auxiliary” —not an “essential or significant” —character, which
is up to subjective interpretation of the Korea—U.S. Tax Treaty.

Additionally, this study analyzes the issues derived from a PE—specifically, the value —added tax
(VAT) reverse charge and the income attributable to a PE (‘PE income hereafter). The VAT
reverse charge is intended to maintain neutrality and equity of VAT under “the destination
principle” by asking a VAT —exempted business which receives the supply of services from foreign
corporations that do not have a PE to collect the VAT at the time of payment for such services.
However, such effect is unfeasible in case a non—entrepreneur receives the supply, and furthermore,
the effect of export promotion gets globally crowded out, which results in the fallacy of composition.
Accordingly, “the origin principle” can be considered as an alternative to “the destination principle”.

Like the BLP case, the “profit method” is generally used to compute PE income because of
difficulty in the practical use of the “transaction method”. However, PE income is affected by
market conditions so much with the profit method that the basic assumption for transfer pricing—
functional or product comparability —can hardly be met. Consequently, the transaction method
should be actively used to coincide with the “arm’s length principle” by searching for appropriate

transaction prices.

<Key words> permanent establishment, reverse charge, transaction method, profit method
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