ST

[

i)

b
~/

1H%

IFAJER7 Y7 3 BHEKRSEOEE

IFA (International Fiscal Association, [ B
MBS WEXBOEMICXY, ET7TVT
3EMBL &S, 20104 5 H19H B X 17201,
wE Y oV, E R T2 T (Korean
Chamber of Commerce & Industry : KCCI) T
PfiE S 7z IFA HASZERZ, #ESCHR (Chul-
Song Lee & K) OBWEFICHEL, EEZRHAT
WELZ LAY N—OBMERE LT &Sk
i, R0 7a 7S5 AT, fibhi.

10 (2010%58198)

CEE FASS

| Session 1

| PEBICHIT ZREORE
%  Session I

| 3IBEEXKBE OREREW
- $#28 (201055 5208)

FE DEERORSE

| Session 1T

ERMWREEE (CV) SER

226 R

; IFAJLSR7 7

%ﬁ@%ﬁ%

7 3E (FHE)

IFA HASZIRHH R
}EH ©  Session I BRI
Session I  ARF &
Session T B itfikk
I
ARG
SessionV  fl5F—3C
B2k 2E=h— & F
§ HUR
| % Session I

BERflitg DX EIL & BRITER

FEFTREZLIE, SFEoHBIITbL
Dr. HA. Kogels (IFA % R &) ® IFA Re-
port IZB W T, 20184E ® IFA KL O B
FEl A EN P E L & O\ TH - 720 Dl
AN, BEMOARZ S TSMNE DL  H 5
ENTze AHEHED IFA BELERIC X 2 T4
X, 20184E B EIRIEANDEEHR L —BEETH 5,
W7 U7 3E OB AL, 20064F 12 IFA
HASR 3 Ml THR U BV CTHfE S 17z,

20084F 12 TFA 5 2 #01% 3 7 E B %
VIV TR L7228, STHICIE IFA HARSH
FEG- L Twiedoiz, L, KREOZINE
BT, HARZED? S E&TREHMZI1Z Lo,
FRAE, WIFEISE, FREFBRE, HkE
HWRR, TR, BA (WEE) EMESS
MU7z0 B, IFA HARIIIZ X 5 R
1, IFA H AR s &2k o TR
BOTIZ, FHEHICL o THESNL, BA
HEORA Yy =T L LTEHETHRENT A MR
Y —J—& LTHEEEAEBIZOWTH NS
Lid, BEFREVWIOLEDNA,

2010 - 9



B Session I OIRS

Session 1 Ti&, H#EH DL OB OBl
WL 72, W41E David Jin-Young Lee (2=
k) KCThbd, MiGE3AHY, EFIC, H
Ao & WA, BENZD & Ji-Hyun Yoon (F
B BEAHS, HENCD & Jianwen Liu (F&]
X) #HFHPME L2, L2bDL, 7u7ED

HESED D - 720
HABLHNIC B S 2 Wi5iE, (REEHT -1)

DATA VK> Tiro7ze HERDFHIZE 5
TWEEMOZ LIy ThHh, ZZTHRT S
WCRBEIEHRNTHA D) D LARFRL TBLINR
&, 7u7ho0BMTHL, 9, 20094
DAV E T RAR S S ST ATEOEA &,
20104F DAV EF- AL A SRR O YUE & @ BIfR2AS
bz, KT ZMEHOIBEIL, WH
Kﬂ%%&%%ﬁ%é&w5$ﬂ&%@%
Bolze WIT, 20104E 3 HIHAL
ﬁ%k@ﬂﬁ%mkog,%@Wﬁ%%h
E%ﬁ&otoé%@mﬁ%%mowfﬁﬁf
LD L2539 hibiz2,
HEBHICOWTI, (BEEHLI-2) ok
BY, OFHEOME, QMBBEEROZL, O
BRI B 2 B, 258l S vfze 2008
RIS EAE I ST 5 DR, A
BED2%~OFETIF2II L& LT, HEA

j:o?l

1 Yoshihiro Masui, Taxation of Foreign Subsidiaries :

Taxation Vol.64, No4, 242 (2010) .

BARE

BHIZOWTW LD DYHFEDS L ENT W5,
ED)DITHIRTH o 72DDP = F =T v T
Bl o#ficd 0, 20094 1 A2 ST ST
Wbo BRI T BBV — v 0 i
iﬂ$f%ﬁ%#%i&ﬁ%ttfﬂﬁéhf
X 72720002, BEAVEA UCTHIBEAL L 72885
%%&’\é,ﬁﬁ‘%@b\téo%
L nE A L 7= HIBEEASKE 0 S 3 NI L Tw
5L LT, TORNRISHOERENICE
POENTVLEBTHLEIA Y ML TV,
FRHENRBTEL T, ENZITOAINERT
L%, TP LHHTLEDZLTH S,
HREBHIIZOWTIE, RMEFEHI -3) 1«
FIES % b D& L THENIEA S N7z,
Bl o — ey e B & 2 ik, [ B2
HEOPE L EROREIIZERT LI L2
Bl LEEATO, ZRIZHL, FAIRE»SD

Tigbd by, BHICE SENEBICELE
CHEED 7 SNz WPEIRHIC & 5 HEHHES 2 [

BEEAR CHEREICBIRR L, & 510220005k
WERL w2 W) FERH ), Tl
WHLZENTELPoZ 2B LIZV,
Ll Dt
2L D ADBMFEH->TOIETHDL, 2D
BiaAlhn T, BHHPL B4

Japan's Tax Reform 2009/10, Bulletin for International

2 WNFBEYNOBLORE S, HEZIFOBIS TldZRv, 2, Sharon Lam et al, Hong Kong-Japan DTA : A

Gateway to Investment, Tax Notes International, April 19, 2010, 201. H AREEANDH
[ TG L TV B BRSO ERIEICH 2 5

#30% 5 746 H (20104F),

WH—HA - BB E OEARE

HZOoWTiE, KN—
HaiE 2 —]) EEEB

3 CPHPEEEK = MBI [HES— b — 2y TR O W T—HR L 208 U C— FBIIIZE72875223H (20104F),

[ [#E LLC Al & /S A« 2V —BLOHEA—HE N — b — ¥ v 7Bl L RBLHE (1)

30% 4 5525, 5 571H (20104F),

4 L blF, WREICHAEROAE (Park, Hun) #3238 X %5 (Kang, Sung-Mo) it
&7z - T, 20084 ® Conference |2
korea.org/?mid=technical) ’5:23%‘0:'5‘%: TENTE, EHIC

7273 Tze F 7z, EEARIC

Il & 2 DB kS B3 2 AF e —i I
AIEGB, 20104F) 2Bl

(F) —J ERBE

. B THOR W
B 2HFINE _HZFOHRE AT 4 F (http//bbs.ifa.
IR, MBI &7 7~ FIC X 2 ERHBE

B BHET 7 v FIZ X 2B E Z 0Bk z L e LT (Sl
HEICBUT M OTREZH S ZENTE 7,

TABEF T 2010-9 227

Wil OFEIRIL,

NHEL BRI ENTEZDE,



(BEEFI - 1)

Recent Tax Developments in
Japan

Yoshihiro Masui
The University of Tokyo
http://www.masui.j.u-tokyo.ac.jp

2010/05/19 IFA Seoul Conference

Agenda
1. Policy Background
2. The 2010 Reform
3. International Aspects
4. Looking Forward

2010/05/19 IFA Seoul Conference

1. Policy Background

Three general challenges:
+Deficit

Deflation

*Aging Population

2010/05/19 IFA Seoul Conference

1. Policy Background

Two major trends
*Decline in tax revenue
eImmobilized tax mix

2010/05/19 IFA Seoul Conference

1. Policy Background

Big change in tax legislative process
*September 2009: DPJ takes office
*New Tax Commission

*December 2009: Tax Reform Package

2010/05/19 IFA Seoul Conference

2. The 2010 Reform

Medium-term project
*Transparency to tax legislative process

*Review tax incentive measures within 4
years

*Project Team on philanthropy
*Project Team on tax compliance

2010/05/19 IFA Seoul Conference
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2. The 2010 Reform

DPJ’s high agenda
*From deductions to entitlements

*Abolish salary disallowance for single
owner corporations

*Lower threshold for charitable
contribution deductions

*Slash tax incentive measures

2010/05/19 IFA Seoul Conference

2. The 2010 Reform

Other significant changes

*Group taxation

*CFC regime

*Gift tax exemption for housing
*Higher criminal penalty for tax fraud

2010/05/19 IFA Seoul Conference

3. International Aspects 3. International Aspects: Outbound

Four areas *Corporate tax rate as high as 40%
*Outbound *The 20009 legislation: Exemption of
Inbound repatriated dividends
«Treaties *The 2010 legislation: Reconstruction of
«Court cases the CFC rule

*The 2010 change: Specified

documentation requirements for TP

@

3. International Aspects: Outbound

*New CFC regime
—Reducing the triggering rate: 25%->20%
—Targeted shareholders: 5%->10%
—Certain regional headquarters: exempt
—Introduction of passive income rule

2010/05/19 IFA Seoul Conference

3. International Aspects: Outbound

eIntroduction of the passive income rule

—Dividends & CGs of shares, interest & CGs
of bonds, royalties, and income from leasing
ships & aircraft

—Proportionate share aggregated to
resident shareholders

—De minimis exception (JPY 10 million)

2010/05/19 IFA Seoul Conference
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3. International Aspects: Inbound 3. International Aspects: Treaties
*Interest on book-entry bonds *A wave of new treaties
sInterest on foreign-issued corporate —Brunei Darussalam (new 2009/01/20)
bonds —Luxembourg (2010/01/26)
. . —Belgium (2010/01/27)
Foreign partners of investment funds —Bermuda (new 2010/02/02)
—Singapore (2010/02/04)
—Malaysia (2010/02/10)
—Kuwait (new 2010/02/17)
—Hong Kong (Basic agreement reached)
2010/05/19 IFA Seoul Conference 2010/05/19 IFA Seoul Conference
@®
3. International Aspects: Treaties 3. International Aspects: Court cases
sImpact of TIEAs *CFC’s compatibility with Japan-
-Bermuda Singapore Treaty
—Domestic law changed to enable NTA'’s —Supreme Court, 29 October 2009
disclosure —Supreme Court, 3 December 2009
—Held: Japan’s CFC rule not in violation of
Avrticle 7 of J-S Treaty
—OECD MTC Commentary as
“supplementary means of interpretation”
2010/05/19 IFA Seoul Conference 2010/05/19 IFA Seoul Conference

3. International Aspects: Court cases

*Guernsey “tax” case
—Supreme Court, 3 December 2009

—Held: Guernsey tax eligible for “foreign
corporation tax” for FTC and CFC purposes

—Reversing the Tokyo High Court Decision

2010/05/19 IFA Seoul Conference

4. Looking Forward

VAT as potential revenue source
*Currently 5% (national 4%, local 1%)

*DPJ “freeze” before August 2009
election
*Regressive tax financing social security

2010/05/19 IFA Seoul Conference
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4. Looking Forward

Tax expenditures
*The 2010 law for corporate disclosure

*Review process in the new Tax
Commission

2010/05/19 IFA Seoul Conference

4. Looking Forward

Transfer Pricing

Increased pressure

*Documentation requirement to avoid
presumptive taxation

*JST Connector (Osaka District Court, 11
July 2008)

*Adobe case (Tokyo High Court, 30
October 2008)

2010/05/19 IFA Seoul Conference
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IFA Seoul Conference

Recent Tax Developments
in Korea

May 19,2010  YOON, Ji-Hyun

Part-01 .
ar ‘ New Tax Regimes

Introduction of New Tax Regimes

@ Partnership Taxation (2009)
@ Group Taxation (2010)
® M&A-related CITA provisions revised (2010)

® (Arguably) General Anti-Avoidance Provision (2008)

Introduction of New Tax Regimes ()
Partnership Taxation

® Background
= Need to remove burden of corporate “double taxation”
for some types of corporation
= K-CC expected to include new types of business entities
(such as LP, LLC)
® Main Features
= Scope of Application
+ Partnership, Consortium; Personengesellschaft

- Professional service firms

Introduction of New Tax Regimes (I)
Partnership Taxation

® Main Features (cont’ d)

= Election allowed

= Pass—through taxation

= Gain or Loss Allocation
- Division into 4 different groups
- Only a single allocation ratio allowed
- “passive” partners allocated no loss

* Partner’ s Outside Basis

Introduction of New Tax Regimes (I)
Partnership Taxation

® Main Features (cont’ d)
= Gapital gains tax not deferred at contribution or
distribution
= Transfer of a partner’ s share
©® Comments
= “Aggregate” v. “Entity” approach
= Flexibility v. Administrative Convenience
= “Rather similar to the S Gorporation tax regime”
= Future depends on real world practice

232
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Introduction of New Tax Regimes (Il)
Group Taxation

® Consolidated tax return introduced in 2009
® Consolidation of parent company with only its 100%

subsidiary

= Inclusion of all its 100% subsidiary required

® Parent company’ s investment adjustment not all
owed

Introduction of New Tax Regimes (lll)
M&A-related Cl Taxation

©® Merger and “division of company”

® Before
= Unrealized capital gain taxed as “Liquidation Income”
= Par value sometimes used in computation

©® 2010 amendment
= Deemed sale of all assets at FMV

= Stock being 80% or more of consideration = tax deferral
(formerly 95%)

Introduction of New Tax Regimes (IV)
New Provision in Sub. over Form

® Background

= Increase of sophisticated tax planning

® Introduction of GAARs
= Inheritance & Gift Tax Act (2003)
= Law for Coordination of Int’ | Tax Affairs (2006)

® Article 14, Section Ill of the Basic Law for National
Taxes

Part-02 | ~ . .
art ‘ Change in Tax Policy

Change in Tax Policy (1)
Tax-Cut

® Change of Political Tides
= Conservatives back in power in 2008
® Reduction in tax rates
= Personal IT 6735% in 2009 (formerly 8~35%)

- Scheduled reduction of the highest rate to 33% deferr
ed till 2012 for budgetary reason

= CIT 22% in 2009 (formerly 25%)
+ Scheduled reduction to 20% deferred till 2012

Change in Tax Policy (Il)
Re Taxation on Real Property

©® Background

= Real property value skyrocketed, becoming a seriou
s social and political issue

= Early 1990s, attempted taxation on unrealized capital g
ains struck down as unconstitutional

® Comprehensive Real Property Tax
= National property tax levied annually

B E
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Change in Tax Policy (Il)
Re Taxation on Real Property

® Recent development
= Declared as partly unconstitutional in 2008
- “marriage penalty”
- Residential real property should be accorded  speci
al treatment

= Burden on taxpayers significantly alleviated
= Future development depends on market

Part=03 ‘ International Taxation

International Tax
Overview / Recent Court Cases

©® Overview
= Few important developments from legislative  perspect
ive
= Some important lower—instance court decisions
® Seoul Administrative Court’ s decisions on treaty  abuse
cases (2009 and 2010)
= International hedge funds involved

= Taxation of capital gains at question

International Tax
Recent Court Cases

® Lone Star(“Star Tower” Building) Case(2009)
= Lone Star Fund Ill planning to acquire a building
+ Fund IIl consisting of a U.S. partnership, Bermuda
partnership, Bermuda corporation

= Belgian corporation’ s indirect acquisition, using a Korean
“dormant” corporation

= Capital gains from stock transfer not taxable under K-B
treaty

= 61 billion KRW (55 million USD)

International Tax
Recent Court Cases

® SCB(Cheil Bank) Case(2010)

= New Bridge Capital fund consisting 281 investors
acquiring Chei/Bank stock through a Labuan company

= Capital gains from stock transfer generally not taxable
under any tax treaty

= Tax assessed only to investors belonging to no—treaty—
countries

= 43 billion KRW (39 million USD)

International Tax
Recent Court Cases

@ SAC’ s basic reasoning
= “Substance over Form” in applying tax treaty
- Derived from constitutional equality principle
= Corporation with little substance disregarded
- “piercing corporate veil”?
® Outcome of the cases
= Lone Star assessment on US LP revoked for other
reason
- Affirmed by Seoul High Court
= SCB assessment upheld

234 TR
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Recent Tax Development in China

R A AL 1 B B B

Liu Jianwen

X8I

®

»
@y iy
', PEEDNG UNTVERSITY
Background of Chinese Tax Reform
W SR ~

EBH SRR TR

. Introduction of Chinese Tax reform .

HEBRBEN RN R

. Significance of Chinese Tax Reform -

HEBHBENEREX

O]

% z"'-iJ‘ §' Background of Chinese Tax Reform
., PREING UNTVERSITY

BB S T R
+ Features of Chinese Tax Reform

h E B R AR

¢+ Causes of Chinese Tax Reform

o E B ISR A A S
** Goals of Chinese Tax Reform

T EBHISERE KA B R

®

% a...,t;ﬂ;;}w% Introduction of Chinese Tax reform
hEF—RBHSETENE
@« VAT Reform
WEBIEER

@« Export Tax Rebate Reform
B R B
& Enterprise Income Tax Reform

Gi— B RN AR

®

D12y

Introduction of Chinese Tax reform

HEF B RN

@ Consumption Tax Reform
SEEH BB

@ Individual Income Tax Reform
BN N TR

@# Local Tax Regimes Reform

58 7 B

@ a...,r;ﬁ.'\.}w% Introduction of Chinese Tax reform
HEF—RBHSE T ENE
* VAT Reformig{HBie
——DirectionB# 7 ] : Production-type VAT
Consumption-type VATAE =1 ) Y4 2R B 548
——Significance® X : Improving the overall welfare,

win-win between taxpayers and nation &4 %k
F, SEBRANELA B 5 B A B .
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Introduction of Chinese Tax reform

HERT - RBHREEEAA

& Consumption Tax Reformi4 281 Bt 2E
— AR
—IFERR
—SEEEWCR

®

@iy

Introduction of Chinese Tax reform

FEF RS E RN

« Income Tax Reform FT&Hi
1.Enterprise Income Tax Reorm 4NV Fr &4 it 2
2.Individual IncomeTaxReform ™ A 88t e

@ L"’jﬁ Introduction of Chinese Tax reform
HEF—RBHSETEAE
+Real Estate Tax Reform [5hb=Him &
— I B FHEYEBL
«Local Tax Regimes Reform i /5 B
—J ST H 5 AR B

% armtwi;ﬁwg Significance of Chinese Tax Reform
HEBFISENERRX

o Significance to Chinese Economic System Reform

r [ B I S T 2 H AR SR R X
« Significance to governing the country according

to law = FR B 61l S50 2 Xtk vk v R DR X
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