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21) IRS, “Publication 550 (Investment Income and Expenses)”, 2023, pp.65~67.
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< Abstract>

Proposals for Introducing a Taxation System
for Token Securities

Kim, Sang-Moon* & Kim, Byung-II**

This study examines the urgent need to reform South Korea’s tax system in
response to the rise of security tokens—digital assets that replicate the legal
structures of traditional securities using blockchain technology. Security tokens
are classified into distinct categories such as equity-type, debt-type, collective
investment-type, and investment contract-type tokens, each of which gives rise to
different types of income (e.g., dividends, interest, or capital gains). Although
the 2024 amendment to the Income Tax Act newly classified income from
investment contract securities as dividends, this revision applies narrowly to
fractional investment schemes and fails to address the broader structural and
administrative uncertainties posed by tokenized securities.

To resolve this, the paper first analyzes the legal classification and taxation
implications of various security token types, and second, conducts a comparative
analysis of the regulatory and tax regimes of the United States, the United
Kingdom, Switzerland, and Japan. The study highlights significant differences
across jurisdictions in areas such as the legal definition of security, income
classification standards, taxation of long-term versus short-term holdings, and
international tax compliance mechanisms (e.g., AEOI). It also emphasizes the
need to design a policy framework tailored to Korea’s capital market
environment and investor base, rather than relying on wholesale adoption of
foreign models.

Furthermore, the paper explores practical and legal challenges unique to
blockchain-based securities, including ambiguity in rights attribution, smart

contract distribution errors, and cross-border tax conflicts (e.g., risks of double

* Primary Author : Representative Certified Tax Accountant of Tax Firm KNP, Ph.D. in
Taxation

** Corresponding Author : (Former) Kangnam University Professor, Ph.D. in Law



36 AIFet FA A7 (5E ANB A 148 A2F))

taxation or tax avoidance). Based on these findings, the study proposes a
multi-layered reform strategy involving amendments to the Capital Markets Act,
the Income Tax Act, and the Electronic Securities Act, along with phased
regulation that balances investor protection and market development. It also
suggests the implementation of automated reporting systems at the exchange
level to streamline compliance and enhance transparency. Ultimately, this
research provides a structured analytical framework for policy-makers and
practitioners seeking to establish a coherent and effective tax regime for security

tokens in the digital finance era.

P Key Words : token securities, investment contract securities,

virtual asset, security, dividend gains



