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Tax Investigation Case Analysis on E-Commerce Transactions

Jeong, Jeong-Ryong

Majoring in Taxation M anagement,
Department of Business Administration,
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Fukyong National [/niversity

Abstract

The objectives of this study are O to synthesize current issues on
taxation related to electronic commerce (E-commerce), including how to
manage tax revenues on E-commerce by the tax authorities and how to
investigate tax sources on E-commerce by the tax authorities and @ to
suggest improvement plans for the current tax systems based on the
literature survey and legal survey analysis on the E-commerce industries.

The communication revolution by internet has not only opened up new
possibilities for tax administrations to improve the efficiency of their
operations, but also open up a lot of opportunities for tax evasion or
avoidance. The challenge for tax administrations is how to maximize the
potential efficiency gains of the internet and at the same time to protect
tax revenue base without hindering the development of these new
technologies related to E-commerce. The challenges posed to tax systems by
the internet and global E-commerce are the matter in hand. Korean
government, therefore, needs to develop a new tax system to respond to
these challenges. Detailed areas of discussions surrounding taxation policy
on E-commerce include value-added tax (VAT) area, international taxation

on corporate-individual income tax area, and tax administration area.



The results from this study are summarized as follows.

First, the results of legal survey analysis on E-commerce industries in
Chapter 3 may be helpful for the tax authorities to apply the process in
Chapter 3 to tax investigation in future.

Second, the tax authorities must have an independent and separate
department which is specialized especially on E-commerce industries in
near future.

Third, in order to manage tax avoidance, it is very important for the
tax authorities to oversight the payment gateway companies who control
cash flows on E-commerce transactions.

Fourth, it is also important for the tax authorities including the TIS
system to regularly investigate business registration certificates related to

E-commerce industries.
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