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ANOVA F—3k (1.566) (3.068)° (1.114) (.068)
TgE - *a =0.05°1A4 2 - -

=
rO
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N
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T 21 Uﬂ OIE < 0}04 A=A AT 2489 7HsAd S o7l
=

(2) ‘T TES 2Bt MFH 7|20 et 4=

Aol AAIF AL Fa FES AT 84 AFAAL 715 Mk A, Ake] =7, A
Y HE o] B pAlHoR 243 A3E A vEat 2

b 19 712k F A FHAF YA B A7

o] AE-SHAE 1839 o) el AFek JiQlE AFAtE Adtst
EPHTHE T =4.105>3, p<0.01)17). 254 Al A4z o
d o] AFe 75l n?lM 1d o] ALE F AeR Bu Q7] wio 2] Aol 183¢
A 7710 ek ﬂé/ﬂ < glodh, 919 Azl diek 1%
o2 AZtshe Bog oH“FJDP

o
FN
ofp
ol
2
%
{2
tlo
At
N
_>|~14
2
o,

17) £ A7E A% AL AW AFA BHI1ET BAY 9252 AT deke] 5754 A
2(1: A8 a8A g, 50 le agh) SPekEs QA
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<# 6> 18 J|Zt & 22 SUAFLAO| et 4220

3652 o4t 183 ~364 1222 ~ 182
igted 4 Bt 2.700 3.750 2.750
A A Bt 1.982 4.327 3.618
A& Bt 3.079 4.158 2316
A Bt 2.511 4.105 2.985
ANOVA F—% (2.985) (1.639) (7.052)"
frolgE *q=0.1914 <] - 0k @ =0.0591 4 Frel

a8y 99 <E 6ol & F Jdxo] A RE Hh FYAFLA ] g3 Ha 2 gejet
3 Aok tigh A7A 5] A= 18349 o 7IERhe FeAskL o, I #HH L o2
At 2o 122¢ o] 7IFE FeAE UE AoZ YEIYTHANOVAZLA, @ =0.05°4]
o). AR o2 Jdd 2] 1839 7IES SAISHEA 3 aET 3 3659 AlFd
ANEE F QA8 UTHE TF=3.079>3, p<0.01). o] FAIAH| 29 2820 A FHE7} 3
e AR gAIRte] S AFA R wieldte v, R A gEe 243 9o
et ezt To= 5 1839 WY A FAG L e AFAR e A 5718 2
AE Ao A H olefat AlFEZ 7t A3 zole AFARY 2 BAst] HETFH
njH oy B o] g WhEshe ZlolH, o] & st A4 2A|S|9rtsd e =8 &
ABH o] Aol gt 24 BE 7ed = dHddtt

(W) "=l YAE Zoldte 7H5ol
o] SEAREE 7hEe] WS 29l 5 ovlAke] AN & (1 =4.504>3, p<0.01)2}
B0l 9w pxpe] A AEH & (T =4.068>3, p<0.01)2 2 SH3le], }Fe] Hlel] B9l 9
Hl-e-2ke] AAM] & Rk ofu ) <2l Bl oujeake] AA|EN e vfse] W ele] £3ehe A
o2 vehgtt. W] IhAl A 2 o Hidel vla) d4zolie] 53wl 4ol &
0. 27H] grfstazt st
0.1 F2)). o] I Bl A AL SR B8 243 7hedE A5
71 o

A saA, 1] WAE WA Astele Al dE A

T
ox! L‘i



4E0|U EE1} ufeXle | 2ol I ujeXle| | £l ¥ HjXie

40| X A =S A%

et T4 3t 2.125 4.025 4300
A A it 2.455 4.236 4.582
EIRES Bt 1.605 3.868 4.605
A S5hin 2.113 4.068 4.504
ANOVA F—3k (2.919) (0.774) (0.841)

freolgE g =019+ F2 - -

() “HAE 2ol Tk BI HE
SHAES tpRe AIYTE 2
& T wESe 498

4.388>3, p<0.01). AHERE 2 2}o] glo]

v 77 23S T4 25 A5 AAE 2ol
o 3} o]

(BF=3.746>3, p<0.01)e1 A A5k 2ko] okzte] q14]e] FfolE ER) L JTHANOVAZE, @
—0.1604] $rel). ol FATAL oA AT BuE BE 245 Pt A
=

o2 fHstual sk AEeo] e AL

25t |
gt A Bt 3.100 3.800 4225
A A Bt 3.746 3.273 4.255
EaR Bt 3.026 3.421 4.579
A EzKin 3.346 3.474 4.338
ANOVA F—3k (2.461) (1.016) (0.733)
FIFE |+ =0.1°04 F< -

() "Fujol Bt Ak §Ro] B R
< 9504 B s} o] v o] SHAEE FulAse] vFR ke ALY A%
T A7) AFE Doyl YEAE BRI ATHS WPl drkn SHSAHET —4.113>
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3, p<0.01). ZEARE of ] vhol] A4kS 2ta e 7 Solle PR o2 Adls /A 3
Ao & Yepsth IS FjAbite] AR o) deld b vt 2z RS
g ot glthe Aai7F A8 vha(E T =3.236>3, p<0.01), AEH L& AA oJg] vt
Aol Sithd i Ab4ke] vl Fo] thE yvatel] gk ARike] vlFRT Aokgiths At B
FTHH T =3.158>3, p<0.01). 3} - AF4 T A= F 7K dafol 2 Aol& 74 &=
RO SH(HT=2.975, 2.925)< 3ttt ollgh AAAA I A, A As) zfol= AF

rlr

R
_V.BL

2 I Alol| el AES YElAl 2 /e S AlAekE Aolw, Bt £Y3 7S vlds)
7] 913 R o] Ha3k Aow FaHEc)
CE 9 “FUol 2[st= AtAO RF70| 25t MEAT}
e
U RAL] HRE | B AL B0 N
HZECl= L
o|Ato|™ clE2Liz} CHE Li2fof
N 5 ; Appkel =xfj2 =1
AR KFAE Dk Eav ks PN ] -
Zlooio H|Z=&C} 7{ofst I|MFE oMol
=1L HA T S = (/?;l\txla EO"OI:OI'
A F4 gt 2.975 2.925 3.875
A 2 ot 3.236 3.146 4327
&3] it 2.526 3.158 4.053
A ez 2.955 3.083 4.113
ANOVA F—3%k 1.435 0.227 1.175
o8& — —

(@h “Fjell AT AL B2 sh= AG7 B HE
AFAR Bk SlA el A3 7] AR Fardo] IeAE Holol dvka titk
o] SHAE FIFATHEB T =4.150>3, p<0.01). ZZATE AA o] el AL 7HAL e
Boll, AT G2 vIAlE Aol EAARC e HHERE e AdE 2ta e
= UERTh 2ARA S el Aol slem bE vehe] AdE ude Aavt st
all(B Tt =3.382>3, p<0.01)7F FAIS, AEA2 =l Ao wlTo] BE veke] Agie] v
THO 2 Al AFAR 2 ATHET=3.342>3, p<001)L AslE Hola gitt. die} - <
T 9] 8o ARIIEL T 71x] Adlol 2tol7} ¢l SHAIAE HoF3 UThH
2.800, 2.975). °ol= FAIA ] 29 AR AT @%8 TR AR dAE A=A
o= wigiohe W, HABH L A dueh Ao it feiit ToR HeHoR
Astels el Yehhs o2 2AHnh ojehdo] ®HAIAQL qt4o] gl AR, A&7t
= Atolell o2f g A Aol 2AY iG] =4l D 7hsAdel A, o vobrt 2A4E

of drE AFd FH= Ak

M

N

r:(J



CE 10> “sUio] HFe As 282 st= AYTo| 2t 42244

| 2 Heel BB

Suoll mglol glo@, | = Nedel siBol | L Lo T

ctz cizlel e | oz Lzt =l 2

Te{E mogle H|ZEC} 7{oFgt Iholl &7| A7

TS S © = ZeNo| Y=x?
A4 g 2.800 2.975 4.000
A B ot 3.382 3.036 4309
AEZ Bt 2.474 3.342 4.079
A Bt 2.927 3.105 4.150
ANOVA F—3%k (2.631)" (0.527) (0.637)

FlEE * @ =0.1904 9 - -

(3) MFLUX} 7|&EL} T TN J7|E S0 LF0 OtEch= AL HFX}F T

(b “FW AFLA7} Az 183Y wlwkel AL ol I AR

T <E 11>0l]A Be vpe} o] i AFLAZE A3F 183 whel2ta strj etz S
o 7kt A Ak BAstal 9le (W =3.865>3, p<0.0)d AFAR & 5 Athe
A7t FAskE. 28y e Re dajatel7t 2 A2 YERRTHANOVAZY, o =0.05
A Fo]). AT 7FE AR el Aaglo]l AFIA7E 18390l ml2std AFA7} ohy
2hal B3 QITh(E i =4.237>3, p<0.01). l% 183 m|%k lvo}uﬂ 1d 01” ﬂlvo}” 7401 z
8= she AAE 2t A ofsH(F
i AR R HAFAR Bi e

Wi ol IA B2 183 mIYk A Fe -2t stelete Fujel] 71 T =4.036>3, p<0.01)
3 Aet AN T =4.473>3, p<0.01)S 72 Qo 3

d # =
o te - A7 Sl e T 7 A elde] 2 249 Aol T 3 A gt e
=

F

2 gRARRE WA 2o 2R ARAE} AEe 1A FAAe S
A%A0 2 welehe W, BATAS T Set 2413 ) °
= dl4jskel e A%l e How E-Mw olshro] WA FAol gl Aelel, 3}
A3} AEFA Aole] A8l zpolt 241 4ol 4ol B 7bsAe] am, § vol}
5ol WOl ATE Sol5 Aok, G AL SHem A A

e PRSI PA AL Seld FAR AES
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CE 11D “SU MFLRIE A7 183 Oj2Rl A0 2tet 4241}

ol 71ER | 7153 KR Fof
Rlod =
TR T | smmaee | swsol
= &9 = &9 _
g D B D - = AR L X7}
AFRZ 2 & | AFKZ 2 F -
oIt oIt a0 AFxZ | olgsoz
e e = F gl HFX7} opch
et A Hit 3.550 3.000 3.725 3.475
A | B 3.709 4.036 4.473 1.491
AE7] ke Ny 2.632 2.500 3.132 4.237
A Hat 3.353 3.286 3.865 2.872
ANOVA | F—3k (5.191)" (12.158)" (7.921) (22.383)"
aoag * @ =0.05°1 A * @ =0.05°1 A * @ =0.05°1 A * @ =0.05°1 A
el el el el

(D “FY ABUR7F A7F 183Y o)Al AL ) T3 HE
<X 12294 BE uie} o] Huda & xjo] glo] 183Y o)A A FsHA 7T At B
o A& glo] AFAKHTF=3.714>3, p<0.0)e}= TGS 3t e Aoz Yyt

CH 12> “SU A FLRTE A7 183 0]l A0 2tet 4241

~ | 2ol 7=zt - -
Lo 2ol | Lol 7+F0] ACHSH RIALO| 7153 KpabE ol
e g2 gl de o o | AEEIOl HF LRI
HAZFRIZ 2 | s 2 | YT T zst22
A o] A ol Hlj-ITxl'E % >
T 9}\':}‘. T AAEI'. N | 7‘|—|—X|-O||:|-
T ?Al:l'
ggA+4a ey 2.375 2.150 3.000 3.550
A HA Bt 2.182 2.255 2.673 3.782
AEZ ot 2.368 2.579 2.711 3.790
A Bt 2.293 2316 2.782 3.714
ANOVA F—3t (292) (.805) (:406) (264)
o8 s — — — —




2 Y7}t o] FAAREAY (FH=4.1278>3, p<0.01)2}aL P on, I o g #
2ol 4 7o) ool FaE =AY, 1Eu FHuAEG AL FE ot dFE
YAV E T8 AE SAR SHESIT O Uy 383 8AR o]AE] o7t B8 oY
A A AP, A EHo] ool AASHEAY, 2ela et 24| 338 3ol
Ao} Ao HEA A 97} ol Yt HE EHEAYE e 18y S A%
718t SHo] otolA EAEERrE BHeARAMo Faio] IR e AoR(Hdt=
2.8346) 3t

olg|g SHANE JHEZ FiEato] A E AF el AlRiel A4A AL E A
st Fagh Q4 ko] Aol s YERY Hola 9l

CE 13> #olo| “Ajglo] 4B BFA" et 40| H2HT

O[AKE] |z|ToAld | ZE|Xte| chx| 2| el | AT | RelLet | HF ¢
39|17} MRt ool =2Ho| HEX 7|E} =ME LN
sS4t F2 | ZLol | oclo | xzp | BWol | sug | 7=xe
ofclollA | ofclolAl | ofc|ofAd 2R |ol= 2H| ofclolA | flgol RPN
WE] el 3 sheX? |gol | 2o UAEX? =2
= =X[? 8 =/ =x[? ex? | =HEX]? 9|7}
X7 0| 20{X|
=X|?
ot "
SEP Ht | 3.400 3.975 3.675 3.650 3.450 2.750 3.500 4,125
HA DA | HT | 3.527 3.873 4.000 3.545 3.418 3.091 3.909 4218
AEH | " | 3.947 3.921 4.184 3.105 3.342 2.553 2711 4.000
A | B | 3.609 3.917 3.955 3.451 3.406 2.835 3.444 4.128
ANOVA |F—3k | (1.400) (.052) (1.380) | (1.252) | (.039) | (1.438) | (6.167) | (.295)
9] B B B B B B * @ =0.05 -
g5 ol <




M2 M=FetsAXME / wi4d ®M1=(2013. 2.)

Wet- AFa 5ol AL 4F L TATE B4 ZeA9l7} o TN LA (@ T =
4129)% AL Fadthn BFagen], AnNAYAL F2 ol RE FaekE
APH@TF=3975)2 L o2 F23 Adaibg Bty IABHL dF U FAT1Z9

=544 Y7 o| FARN A (FH T =4.218)8 7§ Fasltha Hotown, <Fejxte] Y

>

=22
o] otolN qHEAP(HE=4000)F 1 FLOoE T8 Ao ANt AEA

A9
& Ao Y Aol ot FHEHEAV(HT=4.184)5 M FLstn _H;_g}_o_uﬂ
‘AE L FAFRY HHA TP o] FAR AP (HH=4.128)8 I o2 83 3
o2 Fsisih
(2) ‘Afdel MR ZR|AMAE HEHSE| 28 M7 &0 25t M2
(7h oAt 39 MHAA
O <3 14>00]4 B ufe} o] o|xkg] o7t MAH = Fhe JHHZ Fo4< o]
Slo] A4 #FALE A E o 2% I 247 2L YSS d F UhHAF=
4.293>3, p<0.01).
CE 14> “O|A}E| 3|09 EAF ME|X|" M2 Z1}
O|AIE| 7} AMH 2 OlAKE|l MZ|7}F OAtS| e|Fo|
& == B HFEst= A HFste A
gEgAta At 4.175 2.075 2.775
A=A Bt 4327 2.400 2.927
AEZ B 4368 2.132 2.395
A Bt 4.293 2.226 2.729
ANOVA F—3t (:209) (.738) (1.154)
frolg & — — —
(Wb AHHEAE = IFEY 59 WAooz oA g7t sl 392
Ther <3 15>0|A] B uke} o] “olAls] 7} AvH 2~ & T sPFES] F9 WAooz o] F
A A oA} AA FAEIR] R AYH = Arode Jek 1o §oHQl Aol & Holx| g
a0, ‘FH3 JAAR AL ATk A (H = 3.5188>3, p<0.01)E ©|AMS| T YAt e A

A8 B3 9tk



SHelZIE Bl JHele] HEY 2HE Set Z=M=|n| Yo 2tet o5+ 113

S|
EDOIARE™AIL| olAtal M7|7F | thoks oAt | slatEClE ¢fst
HFEske Ea HFEote FA HFS= FHa AMe{Lt
gegdta | Hit 3.625 2.200 3.400 2.375
A #A Bt 3.618 2.291 3.400 2.927
A 22 H 3.263 2.079 3.026 2.605
A ez 3.519 2203 3.293 2.669
ANOVA F—3k (.508) (:244) (.629) (1.077)
TolgE - -

(th 1 gAERZATE F2 AAHoA JF-E FsH=X]?

T <3 16>°l|A] Bz upe} o] HuoaP AR 2 AFsle Faet F8 AL Fdste

T A2t e A9 ARl 444 #egas dyste v aelste TE 84w Ha A
A7} Fo FAAH G FHsle A (HT=4.233>3, p<0.01)2t F3lTh o3 A}
o JEERE ARl Apol7} fle Ao Ve on, o|s FAH o2 Huoabd e A

F ALt obd A4 GRS ALE AQe] A4 Bel FAR BFH Gk A0 4
o

CE 16> “H1 ABHRI FE HRLYR'| 42 B

=l HX"o] ME A
£ Dol AR E R} 2 Do AZH A} 21 A2 H AL
HFsk= =27t FYMZ st HFED =5
g Bt 3.350 4.300 2225
A A it 3.618 4382 2418
T4 Bt 2.737 3.947 2.026
A 3t 3.286 4.233 2.248
ANOVA | F—3%t (3.131) (1.190) (.695)
olgE | *a=0.0514 ] - -

() #YA] 4 7 YP(day —to—day management)©] OJT]oA FHE|=A]?
59 <& 17>0)4 H= uie} o] Aejate] AU d FaA e ddate] FHAES 9
AFAR A7} B2 ool e eks <S4 (USB, Fax T olWd)ez Hu orbayd S A
IRAY, A A S ol AA BTt FIEE A (HT=3.7218>3.0, p<0.0)E LY AY
YA 2 "kt ol Hu AR AT} 1 Ztel| AFeaA o] o] Fol ok Abgle] A4

)

fah
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sicieiz el X0l | AF=Eo N =0 1z
o ool ae J4E glol | IR o S|At=0|
SLSHEE ool 2|7 =0 x| = )= gI'EHth)I-O|
olzolxe ma | APEHE | OIRORIE | BEEE ) g ma
Ue H B4 B
et ra | Hat 4.550 3.600 3.250 2.275 2.025
FA Bt 4.618 3.564 2.982 2.764 2.364
A2 o 4.605 3.763 3.211 2316 2237
A it 4.594 3.632 3.128 2.489 2.226
ANOVA | F—# (.098) (212) (375) (1.833) (.626)
frelgts - - - - -

4. AREA A3 AUA AR

2 Age] AERAE
a]a AE A AH] 2
=9},
ARz AT A AFAL BHeE BE Pl vHEAY BH B, kg a4o
TFedre® Qlsted, A A& frelshAl 246t o] & o] &3 A9 &
AL, AT ] Zpe] Al Bekol ela) Fkak At YD Shs Aol AR o] 2 7
zﬂx% oz /\L_\l% y_nq

A% % ATE Sl DA, ARADE DAk AV 2
g AFehs WTAL FAAAM, ATAL BRI FROR o]

AN

=

A, AR L Ak ARIF A Ma) F2HY, 4, IR AdE WA ol
1 9E Aoz veth 2, SEge e 44e] oM BE Ul 49S neld 8

£7b QvkaL Bgrov], HEe MAE dolle] A} ujFAe] 4Eolje] BE o= el
27 BHe gt FlApde] TR ool T et 24 A4S 2@ Fa glrkn B
st

A, A1 2

s rjﬂ{
ol
O
A
%
X
©
o
Mo

£ AFAE e Ashe wt e v 183 W w1229 ~182%) A FAte} stz 7}
Z3 AL BAstd AFAR st e Ao®2 Vet
Hele] Al He %}ioﬂ B A2 M= oAE]7F AA = JHE Ha e e 9
Vel

7F Ak 18349 oAk Al FAkdd 19 o] AFAD

Hu g AR A AFste of, AE7F At 2 FA B Alelol] Fol Al At &
Holx| g1 gtk kAR, FAejxte] dLAY A HABI v = AMEG A} dl Lol
FAsa dvhete e <BAISE (USB, Fax T o|Wd)o &2 H 1 ibd4 & Adadi7L} x|

[}
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AlE ot AAl R FPHE AaE Y B9 FEAR Ea dn
7F et ol Ha AR AT s = 7bell ARk ]
Fe| e He T AEAHd #IE vE iy
= oM A 2avt e AeR dddEn.
a2ia Ae|ae] ddd G FAA e Bdd = et - AFA o] Ak RIS A
3 AER AL 1A sk o =e] it ofde), Ha AR AE A WEste] A4
7b ol R Aok Fasittn ddteta e vhE, JA RS AlF2AF o AR o

=
5
ol dagh AR VeS| B s dd AT o3 ear st

o &
S~

ol

olskare] MEAZA UERE AT 3F AFY BHake] JUE FoE] B A4e 4
ol A7 Bkl B WY AW 2PFo| PR Fo) 245} ohgel YT Z9| B
=3 BBYE 23T el gdol 1 Al AT

ATl i AR =28 Bl A add ddd HARA, et - A3,
A EH A SAL AFAL AN ES ddem AERANE St 7 Je] budd A E
A, 2o e dY AFAAE Bske HE e v B E ARk
th ol EdE AFAH A S AT A Heikla AR 2HE 53 2439 WA E

g PP Aw ARRLE ANFnA Dok

1. Q) “AZAP ejue] =33ts)

AZe] Hel % BENFE AT AW L 2ATG 5 FAAY 4A5o) g golw
BPeR, @9 2EANY ATAL 49 9 Ber)Fe] BaeA Y] 9A W, AFA
WY71EQ 7, A, AFE Batol A B, ol S Wl F3ol Hol AA B

Ae MR ARINE Al E %A Bee] ES Zeeks 5 ofelgel Utk

A 2SAYE 97 G012 AHgtel AFA AGE Felskam Urk WY AR B
@ BT So] dAT AW nRdele & 5 e Fars AL Al A3
ANE et ek AT ARG AR AAVA et BEBTD AN AT 7
A4 B 5W, ARLSF H)E AN %3 9

AN AFA AR B LS4 AT Awe] TEAQ 9 WA e S



SHeITIE Helnt JHelel A3y 2HE S8 =M= X

Abetoltt. whebsd A ATt 7H”4 B3 gE g At o SvbeAdS Helsta 1
A A7 Bt eiAl= AE sk, AFA A9 2 5 e A A e
AAe] & ol A] ”—éoﬁxbﬂ she TS FEE o Utk w254 A
33 A e 2 A7 71, ALt date] 71 w3 M S
£ 99| ota, AT Sl B 2 FElstl AFA - HE AAE 7714 - A
AX o Hud dart v
ol & fl3l ASAH T4 VS Fosta, TH AlAE A FAAR] AF 7]l thEl

T8 Favt ok Ao 27 He XemA O Il AdE 7 A A, @
7¥Eo] ol AFteA] 59 obE, @ Il AMbE 7R A AF, @ /=]
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A Study on the Issues and Improvements of
Tax Avoidance Schemes through Residency of

Offshore Investment Company and Individual

Jin—Young Lee® - Kyung—Ho Kim** - Young—Kee Chung***

<{Abstract>

With the increasing number of Korean companies entering the overseas markets, this research

paper considers the types of tax avoidance or evasion through offshore companies and Korean
residency test for companies and individuals doing business overseas. This research paper
considers the tax avoidance cases that may arise by adopting residence approach and related
interpretational issues in determining residency. To determine how the residency was determined
in practice, a survey was undertaken of the three groups comprising of (1) academia including
universities and research institutes, (2) Korean tax officials and (3) tax professionals such as
lawyers, certified public accountants and tax agents.

Based on the survey result, a difference existed in the interpretation of the residency tests
among the different survey groups. Firstly the Korean tax officials considered the scope of
individual and corporate residency broader than the academia and professional groups. Secondly
the tax officials deemed residency based on other factors (family ties, assets etc) even if the days
of stay were less than 183 days. Such differences in interpretation reveal the deficiencies in the
rules relating to residency tests and lead to potential tax disputes.

In light of the interpretation issues related to residency tests, the following amendments to the
rules and regime were proposed. Firstly, the residency concept for individuals must be clarified in
light of the global economic environment. In order to eliminate uncertainty, the meaning of
“permanent address” must be revisited and clarified as “home”. In order to clarify the meaning of
“abode”, a “substantial presence test” should be introduced along with the “183 day test”.

Secondly, the meaning of “effective place of management” of a company should be updated to
reflect the globalization of business operations through developments in tele communications and
modes of travel. As there is no clear interpretation of the phrase “effective place of management”
introduced in 2005, there is a lack of predictability which may result in tax avoidance.

* Partner of Samil PwC, First Author
#* Professor, School of Business, Hongik University, Co— Author
#x% Professor, School of Business, Hongik University, Corresponding Author



Accordingly, further detailed rules should be provided in determining “effective place of
management” based on the notes to the OECD Model Tax Convention. Furthermore, a new anti
—avoidance measure should be introduced to prevent cases where a foreign holding company is
incorporated over a local holding company structure to avoid paying Korean tax on income from
business carried on overseas.

Thirdly, the residency regime needs to be strengthened in order to prevent tax avoidance
around residency tests that may arise despite changes to the current legislation. In this regard,
introduction of exit tax should be considered to improve the administration of tax and encourage

compliance by the taxpayers.

<Key words> residence approach, effective place of management, substantial presence test, OECD Model

Tax Convention, prevention of tax avoidance
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