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22 (Notional amounts outstanding)
A AlF 80,309| 83202| 95,200| 111,178| 141,665| 197,167
Q)8 A4 Aok 18011| 14344| 15666 16748| 18448| 24475
HAe 9 95 ~¢ 12063| 9593| 10134 10336| 10719| 12,387
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- A 97| 143] 1% 150 206 642
« 7E} 10387| 11408] 12313 14384 18328] 25508
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=3} ~¢ 2000 20| 313 3B w7
A4 % 60 67 70 6| 136
ojxg #H Ak 1675 1304| 1426 2210 4266] 4328
A% ACKFRA) 15 12 12 19 22 19
oA A% 1509| 1150 1260 1969| 3364| 3918
=4 152 141 154 22| ®1| 301
F2 I A 236 39| 29 5| 26| 24
Az 9 =% 4 71 61 53 61 57
A4 12| 28| 229 147 14| 217
AE B A 43 60| 133 5 Bl 18
= 13 23 17 20 28 39
7Ve} E 30 37| 116 % 5 a3
- 7]e} 9| 48| 4% 519 81| %7

A& BIS, Quarterly Review, September 2004
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<HE 11-2> Ul == el

ror
ot

(9]: 109} wEe)

1998 1999 2000 2001 2002 2003
v AAFE(BE dF 71F)
A&

- ZA 83546| 8301.8| 83537| 96690| 103281| 137067
oA 80314| 79248| 79078 92695 99%H6| 131238
53} 317 367 744 656 470 80.1
F7HAF 215  3403| 3715 3339|355 5019

A4

= ZA 3 55801 52831| 59040| 14095.1| 13487.1| 230286
o1& 46235| 37H5|  4742| 124928| 11,7595| 207938
53} 492 24 214 274 274 379
e 074 15102| 1,1483| 15748| 17002 21969

AN (BE AF 71F)
A&

« A4 A | 317,8%0.3| 2889899 3180202 | 4459980 | 501,8465| 625,111.4
oA 2962752 | 2650061 | 292,204.3| 420,940.3| 472,827.1| 588740.8
53} 25435 25%68| 24168| 24%92| 25131| 39374
F7HA 190706| 21,3989| 23392| 225585| 265062| 324332

-4

- ZA 704576 | 62171.3| 663613 | 148363.2| 191,302.0 | 248991.1
oA SHHA79| 458221 47.3790| 12277660 | 154509.7 | 2053359
53t 5437 2886| 2118  360|  427| 403
F7HAF 142660| 160606| 187705 252414| 363696| 431130

A& BIS, Quarterly Review, September 2004
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<E 11-3> BIS E11 2%=0o| =Z&|7HaH

(B¢l 1083 USDY)

2002 o3 | omql |, A
(2004. 39%)
A 9] 472 (claims) 7401 | 10766 | 11808 | 171852
23y 4250 5310 9| 11,0842
# vleyTg7In 3152 5455 4029 6,101.0
B S 3929 4532 7017 9,4490
¥ vleyT§7|0 1038 2774 2135 32254
8 Y e 363 54 640 11545
¥ vieyT§w 202.2 208.2 1696 25553
g7 P S
Gl 3204 500.3 569.2 6,881.7
2 4533 503.0 3712 63338
Sl -423 -504 -32 7852
71et E3} 87 1237 2536 31845
2 vl Eg7ae] afAE 25
SR 315.1 4593 3396 48075
f2 AY 1174 1575 1499 21516
S 41 334 03 1848
v 1531 1799 101.3 1,6214
SlolFg AlF 188 9.8 427 672.2
A A -165 51 2.1 5727
7 22 ~1877 -45 486
- A (local) 7" 445 4152 1942 25341

S

1 1) AR EYE AR 98-

2) A7l e o 23
3) 2o AT yete] AFAlel thek 9fshAl H7-4

4) FExS 3 FAY.

A}7: BIS, Quarterly Review, September 2004
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<E 114> 2| RBEAR DLl

(&) 109 wige)

2004 Sl

2002 | 2003 (2004.

Q| @ | euw

T T A 1,0114 | 14724 | 5210 | 3475 | 123320
e 17| 74 360 26 59.0
@7130(CP) 237 | 83 9.0 -34 4149
3" 10097 | 1,3970 | 4860 | 3449 | 11,7360
wEaEA 1988 | 3024 | 1544 | 1679 | 31127
wAZA 8008 | 937 | 3385| 1695| 82674
F2]AB) 102 209 -69 75 3559
AR M55 | 13669 | 4860 | 3167 | 11,0020
= 3307 | 2756 | 1264 69 | 32003
42 2 4791 | 7688 | 2327 | 2148 | 53060
SIS 27| -10 6.3 110 283.1
o] AE 81| 163 09 50 1374
A5 73A 369 | 669 241 187 676.2
FE718 2y 8332 [ 1,1886 | 4173 | 2821 | 90824
wzk 6979 | 948 | 3398 | 2346| 76754
33 1354 | 2038 715 475 | 14070
714 ey 5.3 | 1133 74 108 | 14%9
"z 45| %3 -00 72| 12491
AL 108 | 180 75 35 2468
e 1020 | 1473 862 476 | 12372
A7) 209| 22 100 70 5165
w2 Zul(domestic) CP? | -991 | -41.7 584 | -106| 1924
)= CP 914 | 813 478 | 268 | 13097

F D AR A BIAFAel 2] e E A A(notes) A<
2) 2004 2/4%7] AR FEHoZ F4A.
Zg: BIS, Quarterly Review, September 2004.
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<E 116> 22T 2| of

o /E}S) YEN ZAAlE
= 7 o THYT 2H FL/CAA, TLE, A2 95
o WYl B3}
* NZD, ASD 5 9=8d% Fd HFLCEA, $3U%
SZu= Gk 912
o TE o2l E3}
« o | ¢ 23 USD ZAlE
e o THYT 2H HFL/CAA, TLE, 312 95
o o * STG, EUR 5 4249 /e 244e
v o AFHAR A HATL/CAA, FEGE, 312 25
o o) BdolAolxe USD AAAIE}
5= | ¢ AEEIR FH AVWLCEA, $FIT, 2 9
° e o B Asia A Go)A] AP A FH-23 Booking Center
715 43

F A FYHEAA tiVIY H4l F fUIEE, S8 FAREEE SEERe
200513 A7) <.

A, d=4 FA28 2 SRl fEuEtel A1 32 AR
olo] ez Ho| &3l Utk o|E 9=A F§VIB] F=HHES
TJopdE BOEe] 229 AP IdFEA S e Aotk 1
Hup EFolut T4 2ol opxjolddx ] ARl dYS FHs)
© BREA] QHY= = F
o] J&o] Bt} & o= HIIT:

32l TR0 =A AFRA(JP Morgan), EAX](Merrill
Lynch), =A280g](Morgan Stanley), ZE=%F}2~(Goldman Sachs),
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Amro), #FZ)(Macquarie), Tho|FCLH), =F-eHIH), -fHlol2
(UBS) 5= = AUtk ol FALYY 228 UEYAE AEH 17
(Citigroup)2] <& a}oq AHRE (238 T-1]94 BE bk}l 2ol
B3(0] Agolle vFel BAp} 3, 2t 3§ FAAC Ak 7

A FEE 3k Utk EE vl e A3 9= =85

HEAe) SRths 35 Uolde) Gelel AFsh Arke ST

(2] 11-1] AE|OE 22 29
Citigroup Inc.
(U.s.)
Citigroup Citigroup
Financial Global
Products Inc. 0 Markets
nternational)
U.s.) Finance AG
(Switzerland)

Citigroup Citigroup S Citigroup Global
Global Global Global Markets Hong
Markets Inc. Markets Kl\/larke[sd Kong
(US)) Limited ?Qﬁeef) : Holdings Ltd.
(UK. (HK)
Citigroup
Global
Markets Asia
Ltd.
(H.K.)
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32! 1-2) Fe 2led) B BRAE EAlE

Creadit Lyonnais Securities
AG,
Switzerland
( “CLSAG" )

v
Creadit Lyonnais Securities
AG,
Korea Branch
( “CLSK” )

|

2ueigs | | solzus | | tesMs 5 7 M A
(Domestic (Overseas (Futures 2 A (Adrin &, (T &

Equity Equity /Options (Settlement) . .
Sales) Sales) Sales) Accounting) | | Compliance)

3 oA FEINES 29
RS
0 BIS X7 IRf T
1980 o) FgAHRE 2 HAlsh Ara A FATgA e

Bobgage] Mstsws FEA7IE MEsk ool wel FEIiA
=4 7Fs40] Z7ksPI 9. w8 SESIEAN} Ssa

5) 198040 olF FEE mlTe] YA AFUHEFY ko] 1
& EHQ ool
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§9 AP JAAHAA P8 Y Fo430] S T4
=2 83 TAF F8AH oA xR ge] 53
¢ AEEhY &S wuh Boh H52Q) S0 B FlEsS st
A =HAck ool whe} e 7F S53AL 7 TaF I A
o] shE FAHJIL, 58 R BAAERHY M-S fsiFE 553
AL 53] 23] 134 gRE Qg AdHe= I ARl
ATk

olof| we} YA thet A A FA57IE L A7 v E A
19929 FAFoz FAdE 7EQ] BISBank for International
Settlements) 7|5 APZ|AREHIES B3l 239] A2 A (capital
adequacy)®) HEE 77| A&Fek3H o] BIS 72 wA1 24l
SY(BIS) Aksl w721 3]0 A 1988 7€ T3 A7 |AREH]E T
Al #F A% FL7IE BISEPAA A Aotk o] FoF

o we} 3= 33% 1992\ WRE BIS7IE A7 1AHEHIES 8%
o Fo R FAIGHER o F-3etTh

i

rlo

g S8 IAIs R AL el w239 ARl f7t
U 2 SAE BA7E S7VeHAA ARl S7sHAl H ik &
A9t BIS71E A7 IARE R &2 2189387 vid s 8 52, 71 &
& 5 78 el mEt BT 5 e AN ES wrdEA] &
ATt olel whe} 19961 2], F71, $He 5] Wl w2 4
J= "APEAES 7RIS BISTIE A7 IAHRHIE AFEAIE | (4 BIS
o7t =PEAa, 3)dsr LYEL 19973 WRE BISYIE A71A
& 2ol A S whedsiAl = ok

71 BISESF A3 o]F 23] 13#e] 9 APdAtse] wisistel o

o

6 £ ALAYYE Wk AU FRA W3 o= Yol Al
2 Fngevte 2490,

D BEAIARIEEAL ) A7 )3 gl S gl
$=, Aol W), gR % BE FF 5 AP BE NS A8
Aelt.
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2 913 %—@HJME 2R e} 479U 1 BIS Pk

2] Agme] e 2pEsbt vlEste] A IARREIES o7 ¢
gk AR X} 72l (Capital Arbitrage)9E °F718t3it. 3 % 3914
o W& &4 7Fe/de] wopl o 71 Foolls utgH A S A
M= skt 28 A S-S 5 A8 948 s
o] S 23] ] SHo| PN, Adwe] WY
25 vl o s BHsiglt Ao Fg3ae] s 3 A

5} gkl Wt FEAIEe) PES frAIsh] lsked 71 B A

oNi?L

Fige] st BastA H3ick
olo] whz} vl 28 7H=LA ;1* 1999@_ 69 TR} 7 A=A 7]
T (RBISHY, B Basel 1)S 23tstar, Z=rae] s AX
200419 69 HFhS Lk ABISHORS #ef 20061 WH-E Al
g ook

ol BIS7IE A7 AR &AIE} 19929 Toll =)=, 7+
=L 199659 TRE Sl Ee] AT IAHENIE 8% oS
== FASD TSRS 19979 9]8ke]y] B BIS7IE A}
AR Eo] FAZIER%) N EEAoY T B R AT
=88 T3 20039 T A =23 Hat BIS 7 A7 IAREHIE
& 11.2%0]t). Z8)a F§9=S 20009 T A ES ek 2]
AR EAEES =Jste] 2002 195 U89 BIS7IE A4}
EHlE APgo) wkdstar Qlok 183 AIBISH KW )2 A x1=7}

N

N

8) €19 BY P57)Fol g 57
HAE RESE A9 £E) Wsglel 4E/1EY AVAENE
woAY, EE BEAERY APAL FRE FAAIAY 47]%}1
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AQe v 7
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b, 74 9 AEAS) s gol S Selele] S8
_]

93l A Aoz GA 3 YA ZAH(positions) ] 7FX]ol] GBS 1]
e 38719 MEo= Qlate] TAllshke otk A de =
g 543 s E Bt 53] Fa3, dE =1 f4Y A
T} 2ol A7FA el HAmstel] gk & A A Ao] glo] FAIEE A
T+ 224 Edo|d 7oAl vl & 3PS o1E F Stk
8NP ST LA RRE /s AE(payments)S
Wz 53 ootk Al udEe e 2SR stoew A=
o]l HEEHH AT A8FS AU 22 EFold 7Y
Al o)AAFICZAN o] YFe FHHT F UESE star vk 8T
7} AT v dukE oz JE A 7Rke] ol X E
2|2 7IRkstell A rbE oItk =92 22 Efold 7Yl

E
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<E 117> B89/5e| 7

%9 4ol 93
AL Market Risk) | = 39, 88, 7 5 A w
AAY(Credit Risk) | = ALIR] ApFROIY, NEFF 32t

- FEEN) o) RAAsAY 2R 4R
A, 1, A12E 2 SRR
UREA A%, 29 5o wAYe), 212

= =
2F 5

£ 913 (Operational Risk)

s AR BAfe] W Aol Alm g

573919 (Liquidity Risk) =

»HEOIY 71789 fiutolut Al de] WA B

HEANDLegal Ris0” | g ot e sy

B3 (Reputation Risk) | = A1&ellM 2] Hslgto} B4z o

T 1) BFAl wet 29Ad el 2A7171= 9

TPl R, o1 F A=Fe] RAEY 9 A9 ERE
op7lElE, v 9FAQ ARIY ARE opr|Ee AR &4o]
g Aojd F o, 7P Fas FH Y +99Fe WA 2
719780 B2kl & 4 vk o]9F e FAFL AEsol
UAA - FE FE Ut AL ol AR AE g 99
AL 27199 WHZQ] AFdolA areE|ofof gt

2 8l S83F T AR #do] Yl A= Skt ol %
A F2 3 717 7R (development risk)o|th. 2 Ed|o]
3 719S 259 5ol BFAA T 2 FAAZE 9] Al AEs
71&olAl Hed REeE Alglo] Ad FFEA AU

53k wjol] 1 AJ=Flo] agiA EAY ske 7ol Zdnl-golz}

[
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R

X<l $1go] LAstA Hk
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TeAAet =4 T84 39

st
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r9

I. A3

SIEESS|
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A2H

o2
o

N\

REDE

AEE PR
71g9e40)

(ZH_1dA],

A 4K

[S) P v
3=

LGD" Z3A| 28]
B5A

Credit VaR® 234 2 #g
712 37N W
Market VaR"¢] 274, 3z

EAD” Z4A2=5)
[e)

FEZQ A189Y

o

Fe/REH 98 27,
Hgel

h=4

CSA”e] 3} 2-39)

REBE IR
AR, A

Hr:/\] _L/él
ReA o

1) LGD(oss given default) :

4) Market VaR : W¥

5) ALM(asset & liability management) :
7

2) EAD(exposure at default) :
3) Credit VaR : WFE3l| 93l S
By o3l 43 AFAT
=8 2
¥ Rdgairt

= HT HrO

6) CSA(control self assessment) :
22 & A4t FAlshs AA|

o
=

Ag: 2

4.

fil

A= Aol HEo

A 28309 3717 27

=28 S84 e X
°olg

o)5).0
7) RAPM(risk adjusted performance measurement)
ks g7 A A

] B = 2E(2004)

ﬂﬂﬂﬁﬂiﬂ$ﬂ
HE A 71X

Ze AT} e
_Q‘

1ot AL AT =



2 U= F It 1) EgAHEd(integrated trading model) i) =
Bl

=% ]2 (centralized product management model) iii) %

N
i
td

g (separate enterprise model)?).
SIANRLL g 719aFl Ao T (book); & A
Aoz dd, 578 8 57 e 339 370 A3t Ao 2
NE Xo 7 I AYARE olFsta, AR-E Belsh= AdA™e] E
glojt7} 27| sdstol] vjulsiar, ths o] deje XoE s
|73t 24717 Ashs Aol

Fall F8 1w Wl X" 437 AAH] ARARIES A
Jstar, 2+ Aol thak B oHA] =tk Rl 7149
FEY aFEE 25 W 3R Hele] BejAR Y] ol x E-e)

B A% FAGT B TR F2 BHFAS ol T W
=

4

o

W

(o

THTE B Rde Ul S84 A9 BeE 2

AT AE S0, == AR, vE=As
sk Aot of= X|Fo] AT A= Al
4, 3IA 7¥e8, AR, ArAEE, 1o a4, ARl 5 5 At
HA SHelAM ] allel o] 23 8w vk 71
AL B dEe] Al o], v e ARl SESA] e

glou, o2 A AR Ak Ae] dihs FAHSE ojHHh
FAHo] opd Ut AYAHL ZxH o /HAEHS ITREX|, A

g

B2 & 5 ik ArlETel ARAYE oeld FUNE Beluy
o o) A9} wek

we)lgAN e SlolnE 7 A Ae] ABAteld, Aol
S37]9ge] AEA) 2 ANARL 247 AAe] FHE 75
o 2 AdAY s AdE olFoldch Yol FEIE Wl F
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o 3= AAHN AYAZVFES AAEAN, T W ol 2zt
ARAR L AHr2ol Adhs 63?&1:}. &30 636]—: T3k #E(spot)
3 A=AdE olHd Eel71gAH 23 Aol g

Aoz o]Y3 Al 71 o] el EAhs A2 HaL
O Wy e SREHE EAE

o} 7158 &

i

TH3AL W Z A9 Tlsol thgh 42 7 HoA7E Edlo|dol
oAGA 7|oAsk=7tE AuRot O ol wEt Aol ©]g 0|99
AL B FHB7PE A7) sl v T4 onE 7RIt:

A o 2 FF3ALY] FAES 7T HE B/ HAZ s
Zol ZA Y= & A% 1) -‘Eruﬂ FAHsales personnel EE
marketer) ii) Edo|(trader) iii)) A9 ¥ HEYF-(management
and supporting). = A7 2hel 310 Ei‘ﬂoltﬂﬂ 7P AR A &
ARtoln, B R HEPFE A 1) A-(treasury) i) 3)A//&F
] (accounting/product control) iii) A|22®] 7HE/FEE A2 K system
development/intangibles) iv) Al-8(credit) v) 7€} X715 (other
support functions) 2.2 A& 4= Atk

|
THIEEE 713 Alsde] HE Ao EdlolHS0lAl Foi= o
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UAthH= FellA 2159 Agdo] AgtE o] gl Eslal 1AE
o] Aol IABg IS FpgTh

Z2H  AolX vHAE(marketer) v HAEZHQ T A=
(dedicated sales staff)E oJW|ahH, HE2Q A4S St Edo|r]
o] AHE dEsH v I9¥= o
SR Egolt]E52 SN AE A Keke AU B7] Wi
o A Ee] Edolt7} A% Akl 2Ast 153 7MY
e RINS] g% gt webd ST AREYY 2719
A= vHAHES EdoldzEE A7} (indicative prices)S HE
st Eok AAEFS] o] Y EHEA FHAHES EFolt|Z27H
HI7HAS WA Hal O 7HFolg O By 2 70 E ARE
gsljoF she 1= QleiA F§3ALY B 2z es e He
Zoltk

2 Ezfo|d

Askar 31f EA XA (position) S A5

+ ol e &5
| A7t BAFE & JAEF wHAE A
23} "‘%7}7—:‘1% Xﬂ%%}% Edgolt= 1 Aol W& A

ﬁl/‘}cﬂl ofefr] FatE= Al AR

A okS H]-_“E.l:]. ExAo 2 FEIAE thokst o

=

o3 A ThATE AkS 1w

2 AR s sl Edolye] AMRSE A o
oF 2 AP A=l tigh F8L dRbH oz AU e o2 RE
=)o) Qe A9 E(administrative group)oll 2JaiA] AfEHelw w1
o o]g3t 7)1%5e w99 F Bl Fa3 BES FAE)
T g
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3 ZY U BxD

Front office’2}al A=< vHEIS} Edlolte S-83AF e
B O FAl oA Erk 4§ td=xA7QolxM e rHARE
A ZEgE el il 94, HE, A 2 2AFE T S A
Fohe ARE1ES T2 Yt o83 715 AEAH O Z ‘back office’
7159 WMol st FARE B Fg3AEC] A A8, 3A B
AFH, Ak dd, A7 2 FIEA Y 53 22 ‘middle
office’ 71%5¢] 224 E#o|delA FoAd0] 718kl U= <1413t
HA] o]#3t 7152 ‘back office’ 7|5 2HE EEs7]|= 3t

O A7)159 99 gL vleS =o)7] 98, 53

_é—h

3]
officed] ZHA o7 F&Ex] &1 AA7)50] 3D 2= Y= 2
A, TLEASE AFsta ok A 2 AddE)7ee] At

H FFEFEE R EA W Qs Y)eo] ¥ B
[}

A]
(local costs)d] FHS 93l th & XY¥o=z HFE = AUth
@ AF(Treasury)

AFHEGAE 683 P ALY A Gl $3E F Ue T
S AFS 7HAL UEA e F-85H ARSEHA| B FUHQI dF
= 7ML A FeAel st g1 A]lo] Stk
F8IrPIME A7) 5 (Treasury function) 2 =Ho|-AlE]
7&—7?&1 AoH, g3t AgxEnlg-S AEstaat &
g 5402 EFoltE 1L§stal Utk ol Ag AT '
E‘v‘ﬂollﬂ% g3t AT Z2Eu g3} o x}efe] Ato] Wtk
Al g-eke] Aol M BT A5 HI8ZTe] Zfolof] o)A

A9 ol42 Edz BYsE u "ok

Lorr
_lm mi
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wd,

_1[}1‘ fu o
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T HE/IA/FE R
(Operational Risk Management/ Accounting/ Product Control)

+9ES AT 71EHQ YL A YA business line
head), = 77 webA i A (product manager)oll Al Atk
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F7F FAlshkE o] Asivhs WS WHoEZMN ol IAle &
WAoo 7 oy Fo| A A= ATHBass, Ratcliffe & Gretton Ltd v.
State Tax Commission, 1924). 195939l <}A o} Northwestern
Portland Cement AR W= &]3]= FAF7L aid Foll A 2y
FHRE s 7190l et FAlske As FAlske Meks A
Zth.

ol2f gt A wsto| A A7IH 27H4] A= AR, 2+ FEol A= 7]

T oA 3AZ AW} ke EAl9k E4, ol AS Rl

re

il

o

37) Picciotto(1995) A9  "The  Worldwide Unitary = Taxation
Controversy”’9] W82 QoFsl3t
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g AT e 3o HT A7} ke Aoloks.

A AR FA9] AE St 2 7o HAAS AT HE =Y
APHAY}. 196579 2 FY FAF=IAEC] B 3]olA
UDITPA (Uniform Division of Income for Tax Purposes Act)Ho] ¢
=Tk 4714 Multi-State Commission©] |3t 7ES A&
Ue AFH] FARI A, FHAA A Htangible property), 2
9 (payroll), ¥Hil H(sales)ol] <AZF 384 F2lo] A=k 1932
A7RA= 2370 ool 59| UDITPAS xf=83}al Multi-State Tax
Commission®] 7} FE-5 W33t T 719S Al A & =
= A 7HEA HIA:

o] ool A 3t o] U oHet] AA, AREEE T2l A
o] o]& Aol WAl 43 47 skl A Commissionerol]
Al AFEE FAE T80 dHEAL 4, slig7Ide]l 9L71d
(unitary) 1A & Adsle 71l thet 9do] AT A HA) 4
of sl vl=r AWUIH AL EE FE0] 384 T arE 7
L3R §skek UDITPACIME dAIZPE 384 &4 A" AR
2498 F U AZES FU, A tHYS Moorman
Manufacturing Co. vs Bair Case(1978)o|4 ¥&]=0] F(394 &4
AE(UDITPA)) AR 3AP7L ofol@stoll ] A dAvfzke] 20%5
sk 739 A59] A%l o] FHa A FAS AYsta A= of
0|9 Fofo] &5 SoF}th

5 WA F3lo] 7Y (unitary business) S TFdsH=7) e &
A= Ko} o] EAlolth UDITPAOIA 3824 F41& 22 ‘ARdAa
S(business income) ¥t 285171 wzol] 9442 AFFAST} HIALY

p I
A5 TRIE Ao] TRt TAIASE 4] ohje} A2
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Aol w2t uiEstedof gtk A& S0, AT WAglE HEe R
FH ASshe ddlss s9 ekl 9313 =3,
A ZHE 9| )2 T3 AT} ARSE XOE TG &
Aotk Z1dH Aljlo] e T/ ARlE SAlel 29 B, ©lE
TEshe A v SRttt R&D, dET, A= A, v
AR o] ofe] e FHHCR Al Bl ES Al
= 3hte] 7Ide] of] FellA Pishs B9 vl Fdshd, of

ol
ol
=2
)
A
i
Kl

B3 OE TS AE bE Foll 553 SFAAINL ol BHd
S BRI Ak o] A% 258 Aol v o ol Hﬂl“f:s}x]
Aff} 5 A7) Foll 553 Al st dASAkele] ARHE AL
(combined report)E &2 QT8 Hi, AFHIAEE Fo]
GL7IdE sk ke 2AIE S S 88l wHE ool tid

HEZQ A2 Hdo] sk ol glrh

AL % Butler Brothers v. McColgan(1942) AFollA 3714 &
A AlFe AASEE, Af(ownership), +(operation), 3%
(management) ] YA/3E 7]—.:& AAERT A71M 7FE ofeE
AL 2-Y(operational) o] FAGES k= Aolth A& o, FulE
THTIRE A% 99 dAES AHA7Ie 847 2 F Utk

ujol Fol ol 115 oI S0l WHALE Fofol Aol 2

WETE 2L o) %‘4%}@1 10 el FRRE 59
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2 AfsarEoe]l 259 vl YelAe] FRAtES shiE HolE A
S 27 A To} YL ol IAF L AFRI S I
s Qi

1960t) WRE] 1970 717 el ELjo} Fol G she
DAY GE e AAA 25 thsle] 2RTE Fulskglen), ok
AAE Gd7Idew B 2t PASKAPE 455 320l oste] ALt

sfok ke g ojulan

We)sio} S ofje} T Foll SlolNE Agnas} AuE
=), Exxon v. Wisconsin Dept. of Revenue(1980), Mohil Oil v.
Vermont(1980) AFAME ARFIAEL FHH 9] 2;;%1;]] 2 9y
FoF JAFHAT 22t ke JFe A5 “Poéﬂ‘ﬁ #7g3t7] o
2§ 2971 gek Allas e ofe et FARSY A9ole

GAd7IHo R BY] A0, 319 BASAL it Aol AR =R
B we Ease Aol 47 Fejale Zo] ofy) Bl o
73¢9l %= Container Corporation(1983) AFAo|A] B nle} o] =}
Kol gt FAP} £ Q5L Aol B PARE B
£ glo] YEHeE Wl YT 1903 A5 Homa
& ARrerkEo] gk G747 st ATk

T

oy 0

4

o Sd7IIAIE = =AY

ml= oA 1980 d tHoll= 2Rk 082 A2 S A= A= e}
= 710 ot 9l B A w S Wshks R A8 s
HalstAl e 89 HollA F35 FAES -SAT: Japan
Line v. County of LA(1979) ARAdM= ¥ =34 Cargo
Container®l] tgt 2|2+ F35 712481 R =), o= Container} ¥l
oAt dAlgthe SAIF ool wWE AY ol folA Aug
Container Corporation AP A% HAAS A thste] =AGL 71
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FAAE) ofst HAE 5 Je ASE AASHATH

2124} Container Corporation AFA-S T 7| Q3pA|A| 2] $1& A
gk = ARE FHTE GA7IFIAAET 2 Ao dEH e
2t  Ae T oo E ARIAS st HAGHE A
Z0%ol] lo} ‘W=l -9 23S fuiehe Zlo] Ho] 971G tiE
APE--7F ok 7o) A7EATE AL 7|AHAAES A7
Zolgial Z2ohd I GA7|GTAEA o] dBA gIA A8E
NE 7kl 374_& Aol oje}, Ao tieldAlel o] 1A
o] oln] FAF O T FREE FA7HAAAT WX WEolg=
o] AHA5HY 9)\71] Tl AIyot F Ui
Colgate-Palmolive v. Franchise Tax Board(1990) AF13} Barclays
Bank Intermational v. Franchise Tax Board(1990) AFdoll A 2] Al
Hol| fidlolgte WES Rtk

v=e] TAGL7|HHAAA ] dig iFRHo
O=271959] =85 AEHATE 19743 v]- 3
2 OECD Ralzoke] A7 L3S AUz 43)ats, A
b ole} 1 ofste] AR E AEsleE Q7etth 17
U s 93]e] dEAAelA 1978 6¢ A9IZAZH Article 9(4))-
21" A2 F9(1980E 39)Ho 2N t-g7te] FES opy|sHil
=tk vE Wellde IAGL7I9 Al gk 227 ksl
1984 RIS Rk e 47057 GLd7IHIAA =S e st
71 el25aL, 2 1/4 e A=5ASAE AgEare] E3ees
Stk w3k ol AR Al AL RS AN B
A% TIPS FHFE o|FeiA7] witel F879] YRl =
AFL e Z2A FAGL7I A7 T83HAY A o]

ey B A7 HER GH o2 REY 31"?4_?} o] P4
= AFA 4bstoll Task ForceE 7335k 19344 8¢ A7EIAE
ZAAS(T. T HuAoHe YR FOFZ ‘water's edge’ unitary

WA 9zl

]
AL AN 3

g
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combination ¥'H-E =S AQFIAE=H], water's edge® AT
A7 AFAAEE AgkapA] et vH) B3] A (separate accounting)”}F
| S=thH GV |HHAAIES

AREE T JESF g Aoltk o]& I8t IRS7F F4H0llA] th=27]
Qoll gk ARE AlFshes 2= E3E Uk

F=& 1985 Finance Actolld B2 A3|A7} @714z
TE AP ol e v= B3| A A gk vl thate] Hel
AR s H3she 23e AT EN TS 4SS 7B
o 2 Ay Ag¥Yo}l Fo|lMe 1936d 9€ HAESGA ‘water's
edge option& 1-8tATE 2ejvt g SA7|AHAAE A Bl
Ur1E A9t 71952 109 59 1L Ae9s fxlstedof star,
Q1 FAFAIE sl sl 58 A=ol| 7Fsfof = 5o X1o]
F7HE A 19883 AE|Ejo} F= Z37] o777k 1060 M 53
2 53k gslxeAE At

G HHA == A 7|2 stodg WA gl tisk
FHRIE 273810, 015 8she 2] Algdl 2e S AlE
Al o2 FAIEEHIE-S =Th 3 AlEE AF-EIL] tste]
Zh=o] A 2aF AAsttkar Azbshs G 7 JIAITA S
2 g5t sl wiitoll T2 719 el s EAlESHIEE of
Yt 2AMe] EEAE FoiskAl Eck

I7PE A7 Apole}f stHwhe] gl WE FAuo] 2] 2}
o7} AYSHA olF A9 s A% vk T g B s xg
of M Aol FEFANME LA Aol FAIHQ] A7
Y AEE 9% =82 A FAF R FePFolrh),

ih)

ol
2

39) §HAAE A3 A 71F=IAS: International Accounting Standard)S
FYHoz Agsr|E2 FozHN IAFoE w|Ire ks A Y3
(GAAP: Generally Accepted Accounting Principle)@ AlA] 4o 3

ALHE o731 Yck
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GA7|QHA AT 7FsA AFe A AAE - FXF B35t A
To gy dual stk @A) vlae] FE T A= st
water’s edgeZ7HA| &84 & dEjolth
3. tioko.ze] BTIGIAALE

OECDS] 3l9=ro] tjH-& FH77I] RS AZshd tha 944
d 4= 2Jo OECDY] 341421 Y= g, folAe AuollA
o] 7185 HA=r) el we ddgMuo]|~Z FAsh= A

»

o] U2 Z(consolidated accounts rather the combined report)©]2h=
oHo] & A Utk oA mm F tE =S FEdbshk=
OECD#h= w4149 L3 EU ZAlEdolehs M2 A= oE A
o]7] WlEog FzlEch
2001d European Commission $3-7ol] o]l 5 Ao A 2]
O|AZMAAA NS #FE Wl 7] HRbe] AXEA=TE, Zs)
(harmonization)®] &7} 7P @& AR Al&ete] g540=2 &
A7 IFHAAEE R&Fslar JoH0), Hgolle Zh=re] AleS I 3
T oA 2-3la d5802 T HAAES AAsk= Aotk
D Home State Taxation (HST); Th53 70| B9 ZAAE
of &Jate] MEANLE BT Hs1ge FEE o]F Wols
of -l
@ Common Consolidated Base Taxation (CCBT); B=271<]
TG 50 HAA EUA AHEA AdE JAH
(operational code)®l] &Jste] AlxL FYd=Eo] dF2o] F5F 4
of ti3te] T2, o] Afol= ME&2 7t 3ol st 27
@ European Union Company Income Tax (EUCIT); 2 3=t

2

W

40) Jacobs et al.(2004) FzslETh
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Aed 2L HAMH(FY AL E3He] AP ez g
kA FUaE2 AP 5=H5A4LS 24 #
@ Single Compulsory Harmonized Tax Base (CHTB); © A9 o]

2} Bld=re] A S thalskar, o] A Z]delAl A&

SATIAFA R 717] Jeire Folo] @A7IHAIVEE A8k &
Aot 25 w9 7IEo] He 845 AAske EAVE sias oof g
oh 29 o3 g2 ddFor F 'V—M A= 37] Wi

o, & 71‘?3JJrHl°ﬂ thgk

%3}71 Hﬁﬁ*ﬂb 32]74]7%4 %"éol Zas7|= sttt FHddM=
o1& 2006 A7HA] AHEATE sk
2 Al Ao SAFAIRIAS)E TS o2 ol
g SHANE FHAT] e AQEY GA7|FIHAE =

4 AL AT eI e S A e age
348 ofele TAIY Sl gk A8 S0 TAL T L
o A7) f2) Aol mepA F2
2 o4l 99 55 ek TR
01%

l

%U
3.
8;
Q
%5
Flji‘
1o,
_1?1
&
m‘l 5
N,

agurxﬂxapq =4S fEiME =
AH oz TG 3 @"1% 3 Folo] Eo] TR, o

oI AP Rofr] s Teld 717 299 el )
W]z, BHSIe, Tstolol & AYS PEW v ik



VL Seliele] #ga A= )

A7 224 EdoldS el IAle§a5Y] wiiel U
OECD®] =2]¢} o] 7FAAA| <] Zdrdol] thafo] A B ok}, 2ol A
= & FA #HE eyt AAl A8 AR 5ol viske]
HE w2} ok g-uEte] B9 sAAY v 23E0] oY ARl
st lar, TEAlEAEgC B3 HE oA olA7HAAAIE o
oL gltk a3y £ At Aok BE 22 Ele]d e o
7FAAIA B 7Te B Aol disiMe Al AR ol fivkarl &

HEN BE A2 PN ol B oliF AP g &
uieller a8 2L ofjeka siuiek, @ Aol sig FA1A

© o AR sl Yekd 4 gl X7} uj AT 5
o B8] 223 Edolge] oW/ AxAe} BEsl oldd e
e Uzle) 9w A th2A) ghor), 4iAQ) solt Euid]

riN

A71M= A olA7HAAIE theE eluete] dRs Awnal,
=2 Eflolds 8= Hoh BT HrjalA Sie] 567
ot BHE 3 FAHEE A AVEIIZ ST, A o3t
Hke 2ol dA) WAL = IAHY =28 THeE Evet Al
T Aol B3 Ale AvE7Z s

41) Feuet Azl gk A Hg(2003), ©]84(2001) B =413
ARES FE A s
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L $Eyete] o7 A=
7}, ol AAIE L] 29

oRNMAAEE 7ol FLlSaAAete] Aol o] 871
Hop =74, 2 71 8o 2N FH|aSe] ke B,
AZ=rol 2 Al st Ad7Has 7Iee s dHAlaSTdS A
ARt 2AE Fapshs Ae2A feustlres IaAEAEd
NBIHE oA TSk Aok

s

<E VI-> S2luzle] oMM B AR

o FAZMZHANTIHE A1x WA A3z
o FAZAMZHABIHEANH ANZE WA A|2BZ=
o ZIA|ZM|ZH B 163%1‘ Az WA A7z

o

=A% LA A2003-5

A3 o7 ANA ] SO Thew 2L AL 5 4 vk A
A, ARG o2k Al RARE o Wb AA A WH e 4

BNARYWEE B3] BA7NAL Fo} ol HEstelof s}, of
2@ el B AwE FHlsk Qolof Ak A, Al T A
A BFAITIA ] J}xilﬂ%c] AgrtAe] GRS b om HE

S W AT |EARE AnBPARRA ASHES S 4,
NAAAZNE WE B HER 0l FPHAYL 95

U

& Qi TAH ARE FLTe] 2T ale] AEsjelo} g

AR, ol ARAE oRe] A oS draly] dajel wgx
Q) Al TR disjels e ag o 4 ook WA, o171
3} B FALRCIIIS B AL EehTe) 24

.
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L o) SaA#t

OJAZHAAAINA s FelSFRAIARE Tt 2t
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=
Al
L
-0,

q
fr
Al
=
~
>
r
o
filo
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Al
L
r o
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Lo
iih)
r
30,
fr

Sl EE ol5e) el
5) AFA - WS EE TG WIATA - ST e
o]E e}

[¢]
FFY ol BATY e AR NFEE WA
6) Tl ALEEE 71X ol=rEQle] 23 e vE e

A9, FALGHIEE] AL olelsh e el wed)
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g T
< o
z_.wM
EW&
o s

,mﬂ;AU
W T
T 2=
G
g o
Py b
NPT
zoﬂ_yi
Wﬂﬂo&u
o
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ﬂWoWOM
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45%

LR

00%

10%

[(12] VI-0] FAaRE[ES] AlMt ©

A7 EE 7PHAHIE 1 10%6+45%

Ol

50%
AO

47T

o AR AfHIE 1 10%
k




VI el @5} Al 4l 105

(2] VI-2] FALFHIE2| Al @

avreiol ] z=x0l wol | Ergrgel
[}
(&) 40% (&) 50% ()
T A7 T ENES N

47
o 7 ZfrilE : 2026(=4026x50%)
s 27w RARHIE 1 30%6+200650%

o AA7VAS)

WM EE ST AR olS o] T ESRAARIe)
Adish B - A ARRA S5EAT S SRR A
AolmthgAD A AEHAA} 28E Ao S S
e} Stk o711 FL - fAke Aeke 3 AdE A5

Pgrio

Tt §990) $F 0 54, AR, AN FU )5 % 2
2 A3, A% R AN T FUAN Fe) SuAAdst
i 7Psge] QI AU BITh PPHEe) AEPHeE EHQ
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Ae1ZEHo g varls A3A 71A%, ATzay, A7)
9lar, 71ek ghelFel Wi o 7 oA E = upHo g o]ra A
Atk EHME AEHA A7

H 7]]5]. BH]-E]X-]O] H]—H—]_& 1_]7@ = Hol-
& X838 AL P Yo, 7 T 7 FAQ
o g 7% < Agsln

%79, Jﬂiﬂi 2 712 (best method rule)
S AR W oS3 2o

7h vlarbs A3R}; 7HAH

B2 75 A3AF 7FAW (comparable uncontrolled price method)2-
EFiAAY ] DLBARRe S5BATT gle Ao ArhE e
MEZ EFTATL Sls AR ArtEs B7HE0 R Be W
ojt}. o] WL o]EH o= st SHE AR FARE AE
2717 g 7] wiiell AF-F<1 AEell= A7 Aok

) A7

ZH-’Jr”HﬂZﬂw‘?j(resale price method)& E5aA ARl AR}
7F g Aaxbiks SE5FEATE fle AlA AdHise B &
LLFAAE ’“f&ﬁlﬂ gle A= E st g SsuArt
= Al Al At Aol A ARAg vjEFole] e S58ATE

e AZRE Fdste oE S5TEATL sl Al A Aduls= A3
X}ﬂ A EFolS 712 AT TS MR Be
o]tk

£
z



VI. f-2lviete] dsty) Ak A
[O2 VI-3] R{EHH7 e
& EFAAAY
AR THEHOH D120
A |————» B _— >
S423 o HE=2H
@ HuddAY 1
0212100 THEFOH D=2 200
D |[—— B _—>
""""""""""""""""" BIS=23 BIS =23
- B2 HEZ0/1YE : (200-100)/200=0.5
- JAotA 120(XHHUH7P—1)—120><0.5=60
@ Hlug A 2
TO0H2EZ=300 THEHOH OF23600
G |—— F —_—>
...................... ng#%ﬁl H|§¢%ﬁ|
-F2 &30/ E : (600-300)/600=0.5

-4 120( THEHOHOFA)-120%0.5=60

H 7P
EFTAAN Y YIGARA} E5FBA) gle ARRE o

AE 502 ATARE A xste] Bt 89 ;ﬂ] a5
5 APRAATL E5BATE gle Aeke] Al 2Ed Lk
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T STAE fle ARRE vl dAE ToE Ak

SEAE gl AlAl AisiAY, &9& Algshs
AL A3 A7PREE-S 7122 A3 7HES AR B
HS A77FPH(cost plus method) o]}t ok

EER TP

[y = |

& S0A A

ans 7Y BAHA?
A |—=—=2 B
TECBI

HIS S

@ Bl A 1

_BME Pe == S g
D yzaor 100
HIS A H=22

- B2l &JtIHetE : (200-100)/100=1
- A& - 50(0H =& JH +50x1=100

@ Bl 2

A2 7

=13 600
G |t F ———— | H
OHE 2O 300

- Fo 3JPIHAEE + (600-300)/300=1
- &0 50(0HE&IH +50%1=100
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kel syl BRI el WD 21E Bz A%ﬂ A
Pt e s ne eltt, AP Ad FHwE, Tl A

&

Ao}t Asto] Y W, B8 AW, FHY 7)s R AES
A9 o< Ed= SAI

[O8 VI-5] O|2=eH

@ HIE - AR E(EL Aol e
- H]EHIE = B:C=H0:10=10:2
- ZFHIE = B C=200 : 100=10 : 5
- A3HlE = B 1 C=(10+10) : (2+5)=20 : 7

- Bel 309 = 200x 2

- Col el = 200%
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) Adiszol )&

S5 AR e) DAL S5 G Aok B Aol

9 Jeole] i AR SFUATF Qe A B A
Jeolele V12 WEW AL PPHAoE BE PES

A
A3
o]¢]EH(transactional net margin method)°|2} gt

g

o ol

My oot

N

(32 Vi-6] 7feizolelEy
O

AAIA? =X 120
A |—————» B C
............................ EADHY |j|§_+_]\;|-j4|

- [OH OH= 150

- B2 FYO0IAE : 15/150=0.1
I 120(0HE ) x0.1 =12
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@ HlalthgA e 2

- OH =4 200
G |—/——» F — " |
........................ Hl %_/r\_j‘;}j;ll HI %#jﬁﬁl

-Fo ZFoIAE :20/200=0.1
-4 Y0l - 120(0HEH)x0.1 =12

th Berry ratioH
Berry ratio2 GHRI-&ol tigh miEFo] o] HlE(EF0]/Y
QHl8-Berry ratio)S o83l AAIIAS AEee wMow 1
Z-go] 2reksr] wiiZo -gluetellA] wol o83kl U= W2lo|th
BAAA s s & w RSt A8 o]ofs HoAsAEAY

°]21% Berry ratio7} 43714 A= R I H=
o mEFelde 719] 898 7Y iR e R
& 5 9or FgE 899 e IYuE T2 o3 SHHEd
H7] 2otk
Berry ratioe= =97l 288 = e Aol o, BE A5l A
&2 5 e Zlo] op7] wiEell ofefe] Aldel] fofste] #-8-stefok
gt
O w7192 892 FYske 7190loloF Ik wabA AxAA
o] 7ol H-alA] et el #-835t7] #de el
o AR Afolle 5] AFsst JEu gt A 5
ol whe} wiEFo|ojzt Fnl-go] Hi=A] Hgldtiar & 5 g7

m oot
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@ FHHIEol F3d
lofof gtk
@ 7199 FhE Aol vl g 71de] dd T+ AL
& 7% nlarksAde] o Eolrith

@ Berry ratio= G818 710l U831 o]o] Zrlsh=s RS
ZAAZ skar 21\:} wetA 719 e Hat 7190 Bl

EXORE JAES Ao 2 Bl vls) F9nE

AF&EJM “*ov = 735 vlarks/ge] "ojxit

© 71gA1e] ARE-Z QB ph o] dgulgell vt Frlsteiof
3t Bl 7199 viE 52 A9HlE diRl GRS M)
So] U719 A vlszsteiof gtk

JR
S
X
i
[t
9
r
N

= 3548 WY 5

o il =

[«

[HE Al2]

g ol ZAlE QA A FECEADIAZ Felol 3l &
THAAZTE RIEAFES FASt ) vheA] = gA ol aaf
&1 gtk AQA ST AY] AR B2 Folsly] 9ste] =
ol 9= A9} §AKS wieA] 290994 B, C, DY) 94714 2 mj&=

ole], Fole], IR T AuE A7 < VI-2>9F Zrhal sk

<E VI-2> H|m CHAIRIA|| il &st

T & Hwthd B | Bl C | Blald D | ZAKEAL A
= 100,000 120,000 1,200,000 110,000
&7k 70,000 96,000 960,000 (100,000)
mjEFol] 30,000 24,000 240,000 (10,000)
LIRS 25,000 18000 180,000 22,000
dgole] 5,000 6,000 60,000 (-12,000)

42) 9<H2003), p. 4999] & Q1&3ATh
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Skl ARt wkek 2] Berry ratio= ARGl thek vi&Eo|E
(W&ol )/AHr)E B, C, D719 Berry ratioe= 2}2F 1.20, 1.33,
1330tk o] HIS-S AR 719 Aol A-8517] flete] ol5S Htst
o] ARgsIt) 18] B, C, DGAIL] HHAS 28351= b Yol EAIH
< D9] 7% A B, Coll Hlusle] mjEl 7t #43] 27] wiiol B
C, DY 9= HHxE agE FHeshs AL FEjdo)x] Balt

<X VI-3> Berry ratio £

T % i B | vluti g C | Blatid D| 3 o
=T Berry ratio 1.20 1.33 1.33 1.28
7V Berry ratio 1.20 1.33 1.33 1.32

v (1.20+1.334+1.33)/3=1.28
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Article 5

PERMANENT ESTABLISHMENT

1. For the purposes of this Convention, the term “permanent
establishment” means a fixed place of business through which the

business of an enterprise is wholly or partly carried on.

2. The term "permanent establishment” includes especially:
a) a place of management;
b) a branch;
c) an office
d) a factory
e) a workshop, and
f) a mine, an oil or gas well, a quarry or any other place of

extraction of natural resources

3. A building site or construction or installation project constitutes a

permanent establishment only if it lasts more than twelve months.

4. Notwithstanding the preceding provisions of this Article, the term
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"permanent establishment” shall be deemed not to include:

a) the use of facilities solely for the purpose of storage,
display or delivery of goods or merchandise belonging to
the enterprise;

b) the maintenance of a stock of goods or merchandise
belonging to the enterprise solely for the purpose of
storage, display or delivery;

¢) the maintenance of a stock of goods or merchandise
belonging to the enterprise solely for the purpose of
processing by another enterprise;

d) the maintenance of a fixed place of business solely for
the purpose of purchasing goods or merchandise or of
collecting information, for the enterprise;

e) 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;

f) the maintenance of a fixed place of business solely for
any combination of activities mentioned in
subparagraphs a) to e), provided that the overall activity
of the fixed place of business resulting from this

combination is of a preparatory or auxiliary character

5. Notwithstanding the provisions of paragraphs 1 and 2 where a
person—other than an agent of an independent status to whom
paragraph 6 applies—is acting on behalf of an enterprise and has,
and habitually exercises, in a Contracting State an authority to
conclude contracts in the name of the enterprise shall be deemed

to have a permanent establishment under the provisions of that
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paragraph.

6. An enterprise shall not be deemed to have a permanent
establishment in a Contracting State merely because it carries on
business in that State through a broker, general commission agent
or any other agent of an independent status, provided that such

persons are acting in the ordinary course of their business.

7. The fact that a company which is a resident of a Contracting
State controls or is controlled by a company which 1s a resident of
the other Contracting State, or which carries on business in that
other State(whether through a permanent establishment or
otherwise), shall not of itself constitute either company a
permanent establishment of the other.
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Article 7

BUSINESS PROFITS

1. The profits of an enterprise of a Contracting State shall be taxable
only in that State unless the enterprise carries on business in the
other Contracting State through a permanent establishment
situated therein. If the enterprise carries on business as aforesaid,
the profits of the enterprise may be taxed in the other State but
only so much of them as is attributable to that permanent
establishment.

2. Subject to the provisions of paragraph 3, where an enterprise of a
Contracting State carries on business in the other Contracting
State through a permanent establishment situated therein, there
shall in each Contracting State be attributed to that permanent
establishment the profits which it might be expected to make if it
were a distinct and separated enterprise engaged in the same or
similar activities under the same or similar conditions and dealing

wholly independently with the enterprise of which it is a
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permanent establishment.

3. In determining the profits of a permanent establishment, there
shall be allowed as deductions expenses which are incurred for the
purposes of the permanent establishment, including executive and
general administrative expenses so incurred, whether in the State

in which the permanent establishment is situated or elsewhere.

4. Insofar as it has been customary in a Contracting State to
determine the vprofits to be attributed to a permanent
establishment on the basis of an apportionment of the total profits
of the enterprise to its various parts, nothing in paragraph 2 shall
preclude that Contracting State from determining the profits to be
taxed by such an apportionment as may be customary; the
method of apportionment adopted shall, however, be such that the
result shall be in accordance with the principles contained in this
Article.

5. No profits shall be attributed to a permanent establishment by
reason of the mere purchase by that permanent establishment of

goods or merchandise for the enterprise.

6. For the purposes of the preceding paragraphs, the profits to be
attributed to the permanent establishment shall be determined by
the same method year by year unless there is good and sufficient

reason to the contrary.

7. Where profits include items of income which are dealt with
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separately in other Articles of this Convention, then the provisons
of those Articles shall not be affected by the provisions of this
Article.
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Article 9

ASSOCIATED ENTERPRISES

1. Where

a) an enterprise of a Contracting State participates directly
or indirectly in the management, control or capital of an enterprise of
the other Contracting State, or

b) the same persons participate directly or indirectly in the
management, control or capital of an enterprise of a Contracting

State and an enterprise of the other Contracting State,

and in either case conditions are made or imposed between the two
enterprises in their commercial of financial relations which differ from
those which would be made between independent enterprises, then
any profits which would, but for those conditions, have accrued to
one of the enterprises, but, by reason of those conditions, have not so

accrued, may be included in the profits of that enterprise and taxed
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accordingly.

2. Where a Contracting State includes in the profits of an enterprise
of that State - and taxes accordingly - profits on which an
enterprise of the other Contracting State has been charged to tax
in that other State and the profits so included are profits which
would have accrued to the enterprise of the first-mentioned State
if the conditions made between the two enterprises had been those
which would have been made between independent enterprise,
then that other State shall make an appropriate adjustment to the
amount of the tax charged therein on those profits. In determining
such adjustment, due regard shall be had to the other provisions of
this Convention and the competent authorities of the Contracting
States shall if necessary consult each other.
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<Abstract>

An Essay on the Attribution of Profits

from Global Trading of Financial
Instruments to Permanent
Establishments

Beom-Gyo Hong

Since the beginning of the 1990s, the 24 hour-based
global trading of financial instruments began to flourish
over the world. Today it is not difficult to find the
presence of those multinational financial enterprises
operating in various places of the world. These multinational
financial enterprises like investment banks are making a
huge sum of financial profits from the global trading of
financial derivatives and other financial instruments. Hence
the attribution of these profits to permanent establishments
has become one of the most important issues to be
addressed from the perspective of international taxation.

OECD 1is currently taking on this issue with taxing
authorities of its member countries and international
financial powerhouses. Basically functional analysis and
factual analysis will be the criteria for the attributions. The
role of capital/risk assumption and the function of risk
management are emphasized to be the most important
factors in their contribution to profit making.

We can derive some policy issues from the OECD



discussion on this matter. First, the concept of permanent
establishment should be properly defined for these kinds of
financial trading. Second, the ways to attribute profits to
dependent agent PE should be clearly harmonized. Third,
the way to choose the best method rule for the attribution
of profits should be refined. Fourth, the ways to hedge the
risks within the financial group should be consistently
dealt with. Fifth, when the profit split method is applied,
how to share the losses should be addressed. Sixth, we
have to reevaluate the unitary taxation as an alternative for
the current transfer pricing system.

The emphasis on capital in the attribution of profits is
not a favorable factor for less—capitalized countries like
Korea. Because Korean financial companies are not yet the
equals to international financial powerhouses, nor is Korea
yet suitable for a regional financial hub like Hong Kong or
Singapore.

Notwithstanding the Korean government should be more
specific in providing guidance on transfer pricing by
revising the Adjustment of International Taxes Act.
Because the discussion at the OECD on the attribution of
profits is not concluded, it is not easy to refine the system.
But to reduce the uncertainty facing the global players are
one of the goals of Korean government to meet the global
standard and it also is a desirable policy direction.

Korean tax authorities also had better be prepared for the
introduction of unitary taxation system, though it may take

some time to be realized. The current system based on



Arm’s Length Principle shows a lot of problems in actual
application. Economically integrated European countries are
showing renewed interest on the unitary taxation system.
The pros and cons of unitary taxation should be studied
and the best strategic road map for the Korean tax
authorities should be carefully managed. The minimum
effort to achieve those goals is an active participation in

international tax fora.
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